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OF WEST VIRGINIA
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Thursday, April 15, 1971

Mr. RANDOLPH. Mr. President, one of
the most respected and admired Mem-
bers of the Senate today is the distin-
guished majority leader, Senator MIKE
MANSFIELD.

In his own quiet and effective way, the
Montanan has made the force of his per-
sonality felt, not just in the Congress but
throughout the United States and other
countries. His colleagues and the public
value his opinions because they know
they are born of conviction.

Mr. President, on March 6, the Na-
tional Journal published an extensive re-
view of Senator MANSFIELD'S tenure as
majority leader. The article, by Andrew J.
Glass, examined in depth the man and his
career.

I ask unanimous consent that the ma-
terial, in part, be printed in the RECORD.

There being no objection, the article
was ordered to be printed in the REcORrD,
as follows:

MAJORITY LEADER MIKE MANSFIELD: “THERE
Is No MEANNESS 1IN Hinm"

In January 1966, Senate Majority Leader
Mike Mansfield, D-Mont., was summoned to
the White House for one of the bipartisan
advice-seeking sessions favored by former
President Lyndon B, Johnson on the eve of
major policy decisions.

When it came Mansfield’s turn to speak,
he unfolded a three-page typewritten state-
ment drafted in the dry style of a college
professor—which he once was. He argued in
the statement that alr raids over North Viet-
nam, which had been suspended for a month-
long “peace offensive,” should not be re-
sumed.

Some days after the White House meet-
ings, Mansfield watched on television in his
Capitol office, 5-210, as Mr. Johnson an-
nounced that the bombing halt was over.
“I feel so sorry for him,” Mansfield sald.
“I can imagine what he's going through.”

CHARACTER

The remark reflected a compassionate side
of Mansfield’s complex character. Sen. Hu-
bert H, Humphrey, D-Minn., once alluded to
this quality when he observed that “there
is no meanness in him."”

“Keep in mind,” Humphrey added in an
interview, “the things he says, no matter
how critical, do not spring from personal am=-
bition, but rather as a reflection of his own
mind and consclence.”

Mansfield now says of the Johnson period:
“It's not easy to say 'no’ to the President
in that oval office, where he is surrounded
by all of his advisers and chiefs of staff.
I guess I had to do that half a dozen
tlmeﬂ-"

Mansfield's forglving approach to politics
remains one of the chief reasons why a Sen-
ate In which personal ambition is no stranger
manages to function with a minimum of
rancor.

‘While the Mansfield and Johnson political
styles are poles apart, Mansfield shares with
Johnson, who was his predecessor as Ma-
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jority Leader, a somewhat mystical sense
of the Senate's dignity and Iintegrity. In
spite of his forgiving nature, Mansfield can-
not abide behavior that tends to throw the
Senate into disrepute.

Senator Minority Leader Hugh Scott,
R-Pa., describes Mansfield as “the most
decent man I've ever met in public life.
He's failr. And his word rates in fineness
above the gold at Fort Knox.”

There is a certain bleakness to the Mans-
fleld landscape: his smile, while warm, is
not quick in coming. Mansfield's public life
is increasingly governed by the credo once
espoused by the 17th-century English poet
John Dryden when he wrote:

“For all the happiness
Man can gain

Is not in pleasure,
But in rest from pain.”

At 67, Mansfleld is six feet tall and weighs
170 pounds, He speaks in short declarative
sentences in a flat style that has been com=-
pared to that of a sheriff of the Old West.
The Majority Leader has long been one of the
most casual dressers in the Senate. Lately,
the contrast with his colleagues has sharp-
ened; he often appears in the Senate wear-
ing a sport jacket and yellow socks,

CAREER

Michael J. Mansfield was born March 16,
1908 in Manhattan's Greenwich Village. He
was reared in Great Falls, Mont., the first
son of Irish immigrant parents, who ran a
grocery store below their apartment.

As a youth, Mansfield ran away from home
three times, ending up twice in the Great
Falls city jail, the second time overnight,
before his third and successful attempt.

He entered the Navy on Feb, 23, 1918,
at age 14, for the duration of World War
I. In 1919, he enlisted In the Army for
one year, and then enlisted in the Marine
Corps for two years, serving mainly in China.

In 1922, he returned to Montana to work
in the Butte copper mines, 3,000 feet below
the surface, for the next eight years.

While working as a miner, he met Maureen
Hayes, a Butte school teacher. Miss Hayes
encouraged him to resume his studies (he
had never finished grade school) while Mans-
field encouraged her to marry him, which she
did.

He attended the University of Montana at
Missoula from 1930 to 1934, where he received
his bachelor’s and master’s degrees. Mans-
field then embarked upon a new career as
an assoclate professor of Latin American and
Far Eastern history at the university, where
he taught for 10 years. He still retalns per-
manent tenure there as a professor of his-
tory.

Mansfield ran for Congress in 1942 and
served five terms in the House (1943-53). He
was elected to the Senate in 1952 and
reelected in 1958, 1964 and 1970. Johnson en-
gineered his electlon as Majority Whip In
1857. When Johnson became Vice President
in 1861, John F. Kennedy persuaded a reluc-
tant Mansfield to serve as Majority Leader.
He has held that position longer than any
other Senator.

" MONTANA

Mansfield wields the full power inherent
in his position only to protect the interests
of his 682,000 Montana constituents.

Mansfield has been known to keep Cabinet
officers walting in his outer office while he
chatted amiably with a touring Montana
family.

Over the vears, copper mining legislation
and other measures of direct Interest to his
state have been safely guided through the
Senate.

Should Mansfield come to feel that Mon-
tana has been shortchanged In its slice of
federal funds, he is apt to summon the
agency chief to his office for a head-to-head
talk. This is a fearsome and parochial side
of Mansfield which outsiders rarely see.

In non-election years, he returns to Mon-
tana only a few times a year, mainly to speak
on college campuses.

Mansfield's campaign style is to come into
a hotel lobby an hour or so before the sched-
uled start of a political dinner and to stand
quietly in a corner with his wife, smoking
a pipe. As soon as he is recognized, a recep-
tion line forms and everyone comes up to
shake his hand.

Last year, in an Oct. 28 Great Falls cam-
paign speech, Mansfleld said: “Every candi-
date who runs for public office has the duty
and obligation to lay his whole life before
the people he seeks to represent.”

In 1970, Mansfield ran agalnst Harold E.
(Bud) Wallace, a Missoula sporting-goods
salesman. Wallace accused Mansfleld during
the campaign of “being soft on communism."”
The issue failed to take root when President
Nixon sent an Air Force plane to Glasgow
Alr Force Base in Glasgow, Mont., to fly Mans-
field to New York, where he accompanied the
President on an Oct. 23 visit to the United
Nations.

Mansfield ignored his opponent, never
mentioned him in the campaign, and won
150,060 to 97,809,

SCHEDULE

While in Washington, Mansfield usually ar-
rives at the Capitol before 7T am. in a car
chauffeured by Lorenzo M. Lee.

He has breakfast with his closest friend in
the Senate, George D. Aiken, R-Vt., and
Alken’s wife, Lola, who is her husband's ad-
ministrative assistant. By 8:15, he is in his
Capitol office, dictating letters, drafting
speeches and conferring with his senior staff.

Mansfield leaves the office 10 minutes be-
fore the start of a Senate session for his
daily press conference behind the Majority
Leader’s desk on the Senate floor. Normally,
he skips lunch; when he does eat, it is alone
in his office.

Depending on the nature of the business
before the Senate, Mansfield will remain on
the floor or ask his deputy, Sen. Robert C.
Byrd, D-W. Va., to monitor the debate.

He will see visitors throughout the after-
noon, coming off the Senate floor or from
the cloakroom retreat to meet with them in
his office.

In late afternoon, Mansfield usually re-
turns to his “Montana office,” a six-room
suite in the old Senate Office Bullding, where
he dictates and slgns mall until he leaves for
home.

The Mansfield's social schedule is compara-
tively light. He prefers to be home by 10
p.m. The Mansfield's only child, Anne, is an
economics writer in London.

SBENATE LIFE

Humphrey once observed that Mansfield
“is a political leader who refuses to be pres-
sured. He resents outside contacts. He calls
that ‘lobbying.” ”

Mansfield also abhors the idea of acquiring
or exercising power for his own account.
When he became majority leader, he halted
the practice of conducting the kind of pains-
taking pre-ballot senatorial headcounts that
Robert G. (Bobby) Bake once handled for
Lyndon Johnson in their years together. The
White House filled the void until 1969; since
then, the policy committee staff has quietly
resumed headcounts—without the vote-by-
vote fine tuning that marked the Johnson
years.
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Mansfield is unwilling to say whether the
Johnson high-pressure power-broker system
or his own far more gentle approach (“Sena-
tors will have to live up to their responsi-
bilities; all Senators are equal”) works best
in the long run.

“We're different personalities, and we have
faced different problems,” Mansfield sald in
an interview. “It's just not a fair comparison.
But Johnson was the greatest Majority
Leader the Senate ever had.”

In 1970, most rank-and-file Senators quite
predictably favor the Mansfield technique.
As former Sen. John J. Williams, R-Del
1947-71) once observed:

“When Lyndon was the leader, he liked to
play tricks on you. The game was always try-
ing to outfox Lyndon. But I would never try
to pull anything like that on Mike. Why he’'d
just turn around and say, ‘The Senator, of
course, is perfectly within his rights, . . .*"

UNIT PRICING

HON. BENJAMIN S. ROSENTHAL

OF NEW YOREK
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr. ROSENTHAL. Mr. Speaker, in this
period of spiraling prices, it is the respon-
sibility of the business community and
Government to develop ways in which
consumers can maximize the value of
their shrinking dollars. It is also their
responsibility to assure the efficiency and
equity of our free-enterprise system.

The decision of Safeway Stores, Inc.,
some 18 months ago, to begin a perma-
nent program of unit pricing of packaged
food products in many of their stores,
was a statesmanlike act that went a
long way toward fulfilling these respon-
sibilities. More importantly, Safeway’s
unit-pricing program, soon to be ex-
tended to stores in other parts of the
country, prompted dozens of other food
chains to initiate similar unit-cost label-
ing programs.

It is for these reason that I was
extremely pleased to have played a part
in Safeway’s initial decision to undertake
a unit-pricing program. I am also pleased
that Safeway commissioned an objective
outside study of the feasibility and ac-
ceptability of its unit-pricing program.

That 6-month study, prepared by Dr.
Monroe Friedman, of Eastern Michigan
University, shows excellent consumer
acceptance of unit pricing. It is a land-
mark study in the field of consumer in-
formation, and is particularly important
during a period of serious infiation.

Dr. Friedman’s report dispels two
myths often advanced by special interest
forces as an argument against the con-
sumers’ need to know and right to be in-
formed. The first myth is that the
American shopper is a walking computer
capable of ferreting out and defeating
any marketplace fraud or deception;
and, in particular, that she is able to
determine the most economical buy
among varying package sizes and prices
in the supermarket.

That myth is punctured by the Fried-
man study, which shows that under pres-
ent supermarket conditions (and 4 years
after fair packaging and Iabeling),
consumers are almost totally incapable
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of determining the most economical buy

from among two package sizes.

The second myth deflated by the Fried-
man report is that consumers are not
interested in more information. His study
shows that 38 percent of the suburban
shoppers and 25 percent of the inner-
city shoppers found the unit-pricing
labels helpful and used them regularly.

As one who is interested in marketing
techniques, I can assure you that these
figures are impressive and speak well
for the consumer’s desire to be informed
and to get the most for his money.

The Safeway decision to initiate a unit-
pricing program is also highly significant
in that it too dispels some tired myths
about the future of unit pricing and the
relationship between the consumer and
business communities.

First, Safeway's initial decision to ex-
periment with unit pricing and its de-
cision to commission a detailed report
on the results of its experiment dispel
the notion—popular in some quarters—
that voluntary cooperation between busi-
ness and the consuming public can never
solve pressing consumer problems,

Second, Safeway’s preliminary conclu-
sion that unit pricing pays for itself
explodes the myth that consumers must
necessarily foot an astronomical bill for
implementation of such a program. Cost
factors will be better demonstrated after
Safeway’s program is operating on a
much larger scale and after experiments
by other food stores are completed. But
we are encouraged.

It is our hope that Safeway’s spirit of
cooperation will continue and that its
unit-pricing program will set off a com-
petitive scramble, among supermarkets
across the country, to implement similar
programs. Such a nationwide program,
I believe, could result in savings to con-
sumers of millions of dollars.

The complete text of the Friedman
study follows:

DUAL-PRICE LABELS: USAGE PATTERNS AND
POTENTIAL BENEFITS FOR SHOPPERS IN
INNER-CITY AND SUBURBAN SUPERMARKETS

(By Monroe Peter Friedman, director of the
Center for the Study of Contemporary
Issues and professor of psychology, East-
ern Michigan University, Ypsilanti, Mich.)
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ABSTRACT
Two studies were conducted relating to

dual-price labels. The first was concerned
with consumer reaction to an experimental
dual-pricing program Introduced in an
inner-city and a suburban supermarket,
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each of which was located In the Washing-
ton, D.C. area. The results revealed that 26%
of the inner-city-store sample of 798, and
38% of the suburban-store sample of 878,
reported having used the labels, Almost all
of these respondent-users claimed that the
labels were helpful and it would appear
that a similarly large number had continued
to use them several months beyond the time
they were introduced In the stores.

Respondent use of labels for individual
products was examined and the results in-
dicated that many product purchasers re-
ported having used the labels for comparing
the costs of different brands as well as sizes
in both stores. However, when a control
response adjustment was applied to these
responses, a substantial downward correc-
tion in wusage figures resulted for the
suburban-store sample, but not for the
inner-city-store sample.

Multivariate analyses of the relationship
between demographic variables and label
usage found that education and age were
significantly related to label usage in both
samples. Sample-specific effects were
uncovered for other demographic variables.

The second study, which was also con-
ducted in an inner-city and a suburban
supermarket in the Washington area, was
concerned with how effectively shoppers are
able to compare prices without the aid of
dual-price labels. Six sets of price-compari-
son problems were developed to conform to
a two-dimensional model of difficulty In
consumer price comparisons. One dimension
of the model dealt with packaging prac-
tices, and the other considered pricing prac-
tices, Each set of problems was administered
to about 80-90 shoppers in each store and
a record made of the accuracy of their re-
sponses.

The results offered strong support for the
validity of the model in that both packaging
and pricing factors were found to have sig-
nificant effects upon response correctness.
The findings suggest that shopper usage of
dual-price labels would result in substantial
reductions in response errors for many
price-comparison problems.

Policy implications of the two studies are
drawn for past as well as present legislative
efforts to assist the consumer.

TABLE OF CONTENTS

Dual-Pricing: The Concept and its Develop~
ment.

Dual-Pricing: A Review of Related Scientific
Research.

Study 1: Consumer Reaction to Dual-Pricing.

Study Design:

The Interview Schedule.

Interviewing Procedure.

Interviewer Selection, Training and Super=~
vision.

Results:

Sample Character and Representativeness,

Respondent Reaction to the Dual-Price
Labels.

Respondent Utilization of the Dual-Price
Labels in Shopping for Individual
Products.

The Relationships Between Demographic
Variables and Respondent Utllization
of the Dual-Pricing Labels.

Discussion:

Internal Validity of the Findings.

External Validity of the Findings.

Study 2: The Effects of Packaging and Prie-
ing Practices on Consumer Price-
Comparisons.

Procedure:

The Price-Comparison Problems.

Interview Procedure.

Response Measures.

Results.,

Discussion.

Policy Implications of the Two Studies.

References.

Appendix A: Interview Schedules for the Two
Studies.




10556

Appendix B: An Analysis of Four Cholces
of Unit for Dual-Pricing Programs.

In late September of 1969, Safeway Stores,
Inc. initiated an experimental pricing pro-
gram in a Washington, D.C. inner-city super-
market. Two months later, the program was
enlarged to include a second Safeway store
in the Virginia suburbs of Washington. The
two experiments were conducted at the sug-
gestion of U.8. Congressman Benjamin S.
Rosenthal of New York to ascertain con-
sumer reaction to a new Informational dis-
play which specified, for each of several
thousand supermarket packages, the price-
per-measure (pound or pint) for the package
as well as the price of the package itseilf.
A second objective of the experiments was
the determination of the economic feasli-
bility of establishing this dual-pricing pro-
gram in supermarket settings.

In April of 1870, a survey of consumer
reaction to the pricing programs in the two
stores was conducted under the joint spon<
sorship of Safeway Stores, Inc. and the Na-
tional Association of Food Chains. What
follows is a report of this survey together
with a second report of a related background
study which examined the influences of cer-
taln pricing and packaging practices on the
consumer’'s ability to make effective price
comparisons.

Before examining the particulars of these
two reports and thelr implications for public
policy, let us brlefly review the concept of
dual pricing as well as the chronology of
events which led to the initiation of the
dual-pricing experiments.

Dual pricing: The concept and its
development

A number of terms (unit pricing, price-
per-measure, dual pricing, and “truth-in-
pricing”) have recently been employed to
describe the practice of providing price infor-
mation to consumers by such standard meas-
ures as the ounce, pound, pint and quart.
The practice has been used by supermarkets
for many years to display price information
for such store-packaged, variable-size prod-
ucts as meat and cheeses. Advocates of dual
pricing would llke to see the practice ex-
tended to the thousands of pre-packaged
grocery products which are not customarily
priced in this manner.

Recently, a number of legislative measures
have been Introduced at local, state, and na-
tional levels in an effort to effect this change
in retall pricing practices. Among the most
publicized are the proposed “Truth-in-Pric-
ing" regulation of the Department of Con-
sumer Affairs of New York Clty and the unit-
pricing bills (H.R. 11549 and 8. 1424) intro-
duced by Congressman Rosenthal and by
Senator Gaylord Nelson of Wisconsin in the
91st Congress. These bills would amend the
Federal Falr Packaging and Labeling Act of
1966 to require disclosure by retallers of per-
measure-prices for packaged consumer com-
modities. Although the 1966 Federal Act con-
talns provislons for facllitating price com-
parisons by consumers (e.g., & requirement
that package labels display net quantity of
contents, as well as a provision for adopting
voluntary size standards by industry in in-
stances of excessive proliferation of sizes), it
stops short of requiring the posting of price-
per-measure information.

Advocates of these varlous legislative meas-
ures point to a host of packaging practices
{packaging-to-price, cents-off labels, slack
fill, fractional quantity units) which they
feel Impalr the ability of the consumer to
compare prices effectively. They further con-
tend that the tremendous increase in items
carried by supermarkets (from about 1,000 in
1930 to 8,000 in 1870) has exacerbated the
price-comparison problems of the consumer
to an unacceptable level. These advocates
belleve that the dual-pricing remedy they
propose would alleviate these problems by
shifting the major share of the burden of
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price comparisons from the consumer to the
packager and/or retailer.

Dual pricing: A review of related scientific
research

What evidence exists to support these vari-
ous contentions of the dual-pricing advo-
cates? A likely source to examine are the
reactions of shoppers who have been exposed
to the practice in their neighborhood super=
markets. However, two problems arise with
this source, namely limited shopper experi-
ence with dual pricing and an absence of
published scientific reports describing this
experience, Over the last few years, three
cooperative supermarkets have voluntarily
employed dual pricing. And even more re-
cently (within the last year), a number of
large supermarket chains have adopted the
practice. However, no sclentific tests of con-
sumer reaction have been reported by these
various markets,

Given the virtual absence of experientlal
data relating to dual pricing, let us look next
to the research literature of the behavioral
sclences for its possible relevance. Two ques-
tions are of concern here. The first considers
evidence relating to the ability of consumers
to make price comparisons under current
marketplace conditions, The second examines
the consumer priority assigned to price as a
criterion in purchase decisions. Both gues-
tions are central to the determination of a
need for dual pricing. If the research evi-
dence should indicate that marketplace con-
ditions do not permit consumers to compare
prices effectively, one can argue that some
corrective measure such as dual pricing is
called for. Furthermore, if it can be demon-
strated that price conslderations constitute
a major criterion for the shopping decisions
of many consumers, then the case for correc-
tive action becomes all the stronger.

A search of the research literature uncov-
ered only one study bearing upon the first
of these two questions. Friedman (1966) in-
structed 33 college-educated housewives to
select the most economical package (largest
gquantity for the price) for each of 20 prod-
ucts on sale at thelr local supermarket. The
women erred in almost half (439 ) of their
selections. In addition, statistically signifi-
cant differences for the set of 20 products
were found for the three performance meas-
ures employed In the study, and these dif-
ferences reflected, at least in part, differ-
ences in packaging practices for these
products.

Although these findings are suggestive of
consumer difficulties In comparing prices, the
limited samples of consumers (33) and stores
(1) place severe limits on their generaliza-
bility to other customer populations and
supermarkets. And perhaps even more crit-
ical is the guestionable relevance of these
findings to today’'s supermarket products.
The data were collected In late 1964, prior
to the passage of the Federal Fair Packaging
and Labeling Act of 1966, thus the subse-
quent Implementation of the mandatory and
voluntary provisions of the Act may have
significantly reduced the consumer confu-
sion revealed in the study.

Turning next to an examination of behav-
loral science research relating to the question
of the priority assigned by consumers to price
considerations in their purchase decisions,
we find several indications that price con-
tributes significantly to these decisions. A
factor analytic study by Becknell and Maher
(1862) revealed that pricing is one of five
principal factors in determining the cus-
tomer image of a food retailer. A second
study, using the same statistical technique,
found that cost of food was the most im-
portant of seven identified factors underly-
ing the food-buying decisions of housewives
(Trier, Smith, and Shaffer, 1960). Stone
(1954), in an earlier sociological study of
a sample of Chicago women, identified four
types of shoppers based on their orlentation
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toward retall stores. It is of interest to note
that not only did the “economic shopper”
constitute one of Stone’s four categories,
but it also accounted for more respondents
(83%) than any of the other three.

The strong consumer interest expressed in
price conslderations in the three studies sug-
gests that consumers are knowledgeable
about the prices of commonly purchased
grocery products. However, the Progressive
Grocer Colonial Study (1964) of Colonial
Store shoppers found that less than 40%
of the respondents could make accurate es-
timates (within 5%) of the prices of high-
1y advertised grocery products. This finding,
together with that of Stone's, suggests that
most consumers are not primarily concerned
with price in making purchase decisions.

While this brief review of the research
literature has not answered our two earlier-
posed questions, it has provided an essential
starting point for further research. Taken
together, these several studies suggest that
price plays a significant role in the purchase
decisions of many (if not most) consumers,
and for a substantial minority (perhaps a
third), it plays a primary role. Whether or
not these consumers are able to make effec-
tive use of price information under current
marketplace conditions remains an open
question,

The present series of studies attempts to
shed additional light on our two questions
by examining consumer reaction to an ex-
perimental dual-pricing system, and by de-
termining the effects of certain pricing and
packaging practices on the consumer's ability
to make accurate price comparisons,

Study 1: Consumer Reaction to Dual Pricing

The two supermarkets selected by Safeway
for the pillot pricing program were large
modern stores. The inner-city store had a
floor space area of 14,000 square feet. Its
suburban counterpart extended over a 15,000
square-foot area. The inner-city store had no
supermarket competition in the neighbor-
ing area, while the suburban store was located
near two large supermarket competitors.

Dual-price labels were introduced in each
of these stores for almost half of its 7,000
items. Four lines of computer-printed infor-
mation a on each label. Each line
was printed with 3/16-inch-high, upper-case
characters. The first line presented, for each
package, the assoclated quantity, brand, and
product type (e.g. 20 OZ. HEINZ EETCHUP).
The second line consisted of the words “EACH
PRICE”, which were followed by the posted
price of & single package of the product. The
third line contained the words, “PRICE PER
POUND OR PINT", followed by the appropri-
ate figure (rounded to the nearest whole
cent) for the package. Finally, the fourth
line, which was separated from the others by
a dotted line, listed information for use by
store personnel. The left side contained the
words “"UNIT PACK”, followed by a two-digit
number, and the right side, the words “ITEM
CODE" followed by a five-digit number. A
typical format appears below:

13-0Z. PLANTERS COCKTAIL PEANUTS:

Unit pack, 12, Item code, 10129.

In most instances, the price label was
attached to the rim of the supermarket shelf,
immediately below the associated package
type. For some products however, different
presentation modes were employed. For
example, frozen food labels were placed im-
mediately above the frozen food bins, and
packaged bread labels were posted on a single
chart which was placed near the store loca-
tion for this product.

The dual-price labels were placed in the
inner-city store in late September of 1969,
and in the suburban store in early December
of the same year. Hostesses were employed by
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Safeway to orient each store's customers to
the concept of dual-pricing and the potential
benefits to be realized by its use. The
hostesses, who were trained by a Safeway
home economist, used a number of compara-
tive pricing demonstrations which illustrated
the savings to be realized by purchasing large
packages. The hostess orientation program
was In operation for twelve weeks in the
inner-city store and for three weeks in the
suburban store.
Study Design

After the dual-pricing program had been
in effect for 20 weeks in the inner-city store,
and 21 weeks in the suburban store, a sur-
vey of consumer response was undertaken.
In an effort to secure a representative sample
of customers, in-store interviews were con-
ducted in each store throughout the 72-
hour week (9 a.m. to 9§ p.m., Monday through
Saturday) during which the store was open.
The number of interviews conducted during
each of the 72 hour periods was based upon
an estimate of the trafiic flow through the
store during the period. The estimate was
derived from an hourly trafic count made
in each store (by noting cash-register trans-
action numbers at the end of each hour)
during a typical shopping week.

With this information in hand, each
twelve-hour store day was partitioned into
six two-hour periods and a decislon made
as to whether the trafic count for each ~f
these periods was light, moderate, or high.
Moderate traffic perlods had counts which
were, on the average, twice as high as light
traffic periods, and high traflic periods
averaged three times higher than light ones.
Two interviewers were scheduled for each
light two-hour perlod, four interviewers for
each moderate two-hour period, and six
interviewers for each high two-hour period.
By using this procedure, the total assigned
interviewer hours for each store approxi-
mated 200 hours, and minor adjustments
in each store schedule were made to obtain
an exact figure of 200 in each case.

This procedure worked reasonably well in
reflecting the traffic patterns for the two
stores. Indeed, when frequency distributions
(in percentage form) were constructed for
the trafiic counts and assigned interviewer
hours, both by day of week and time of
day (the two-hour time periods), it was
found that the corresponding entries were
in close agreement, usually differing by less
than 19%. For example, 15.7% of “he custom-
ers in the suburban store shopped on Monday
(according to the traffic count data), and
16.09 of the 200 interview hours for that
store were assigned to Monday.

The survey design called for five Interviews
per hour (one every twelve minutes) for each
of the 200 interviewer hours, or a total of
1,000 interviews for each of the two stores.
Three weeks were devoted to data collection
in each store.

The Interview Schedule

After pre-testing several preliminary inter-
view schedules in the test stores, a three-page
form (presented in Appendix A) was adopted
and employed to secure customer reaction to
the dual-pricing program. To facilitate the
later processing of the collected data, the
interview questions were printed on Digitek
sheets (type DS 2066), provided by the
Optical Scanning Corporation of Newton,
Pennsylvania. These sheets contain rows and
columns of blue rectangular boxes in which
the interviewers recorded answers to the
closed-end questions in the Interview sched-
ule. Answers to open-end questions were
recorded verbatim on spaces provided on the
Digitek sheets, and these responses were later
coded by the investigator and entered in
speclal spaces provided on the Digitek sheet.
After all Digitek sheet entries had been made
and checked, the sheets were run through an
OPSCAN Optical Reader and Card Punch,
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which automatically punched one IBM card
for each sheet.

The three pages of the interview schedule
are described below.

Page 1. The first page of the interview
schedule asked whether the respondent had
noticed the dual-price labels, and, if so,
whether she had understood them. For those
who had noticed the labels, this page further
inquired into whether they had used them
in the last month. Finally, users were asked
if the labels had been helpful to them and
in what ways.

Page 2. The second page of the interview
schedule contained questions relating to
label use in shopping for specific products.
These questions were asked only of label
users and dealt with 16 test products (prod-
ucts which the store had dual priced) and
two control products (products which the
store had not dual priced). Questions relat-
ing to the two control products were asked
of all label-user respondents. The sixteen
test products were split into two groups of
eight, and half of the label-users were asked
about each group. To accomplish this, two
forms of the second page were constructed
(Forms A and B), each of which asked about
customer usage of the dual-price labels, in
shopping, for one set of eight test products
and both control products. Depending on the
form of its second page, each interview sched-
ule was designated “A" or “B”. A and B
schedules were then arranged in alternating
order (on an odd-even basis) and admin-
istered to respondents in this sequence.

The same questions were asked for all test
and control products. In each instance, re-
spondents were first asked if they buy the
product at the test store. If they responded in
the afiirmative, they were further asked if
they had used the dual-price labels to com-
pare the costs of different brands and sizes
of the product. If they reported having used
the labels to compare different package sizes,
they were asked if, as a result of using label
information, they had switched to a larger
or smaller size of the product. If they re-
ported having used the labels to compare
different product brands, they were asked if,
as a result of using label information, they
had switched brands, and if so, to name the
old and new brands purchased. The brands
named were subsequently coded into store
and non-store categories.

The set of 16 test products employed in
the study consisted of canned peaches,
canned peas, catsup, corn flakes, family flour,
frozen orange juice, granulated sugar, instant
coffee, liquid bleach, liguld detergent, may-
onnaise, peanut butter, powdered detergent,
soft drinks (cola), solid shortening and
tomato juice. These products had the fol-
lowing characteristics in common:

1. The various packages of the product are
sold in weight or volume measures.

2. Two or more package sizes of the prod-
uct were sold at the test supermarkets.

3. At least one store brand and one non-
store brand of the product were sold at the
test supermarkets.

4, These brands appeared to be comparable
with regard to the nature of their contents.
Thus the many varletles of dry cereals were
not included in the study due to the wide
differences among them; however, one variety
of dry cereals, namely corn flakes, was in-
cluded since the various brands of this prod-
uct appeared comparable,

5. The product appeared to be widely used
by American consumers.

6. The product was a significant contribu~
tor to total supermarket sales, both in inner-
city and suburban areas. (See the Progres-
sive Grocer Colonial Study (1964) and Lin-
den (1965) for a listing of the contributions
of the test products to total sales for a south-
eastern regional chain and for central-city
and urban-fringe areas of the United States.)

Finally, a characteristic not of any one
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product, but of the whole set of test prod-
ucts, was that they appeared to constitute
& balanced representation of the packaged
products which are sold in American super-
markets in weight or volume measures.
(There was one major exception to this state-
ment: drug and cosmetic products, such as
mouthwash, shampoo, and toothpaste, were
not dual priced in the two Safeway stores,
and thus not included In the set of test
products.)

The two control products included in the
study (potato chips and toothpaste), al-
though excluded from the dual-pricing pro-
grams of the two stores, shared all of the six
above-listed characteristics in common with
the 16 test products.

The ten Form A products were potato
chips, liquid detergent, canned peaches, corn
flakes, peanut butter, toothpaste, granulated
sugar, tomato julce, instant coffee, and lig-
uid bleach. The ten Form B products were
potato chips, powdered detergent, canned
peas, solid shortening, frozen orange juice,
toothpaste, family flour, catsup, soft drinks
(cola), and mayonnaise, To control for pos-
sible order effects (e.g. sensitization or fa-
tigue) in the presentation of the questions
for the two lists of products, each list was
arranged in ten different orders and each
order was administered to about 10% of
each sample of respondents. The ten product
orders constituted a simple Latin-Square ex-
perimental design (Federer, 1955) in which
each product was presented in each ordinal
position an equal number of times.

Page 3. The third page of the interview
schedule was concerned primarily with such
demographic information as sex, age, race,
income, and education. In addition, other
questions were also included which related
more specifically to the supermarket setting
for the study (e.g, frequency of shopping).

Interviewing Procedure

The interviewing phase of the study was
conducted under the supervision of Dr. Een
Cook of Zentury Research Corporation, For
each of the five interviews planned for an
interviewing hour (at twelve-minute inter-
vals, starting on the hour), the interviewer
was instructed to position herself at the
inside entrance of the test store and, after
walting ten seconds, approach the first shop-
ping party entering the store containing at
least one adult (18 or over as estimated by
the interviewer). Next, she identified herself
as an employee of Century Research Corpora-
tion (she wore a name tag with her name and
the corporate name to confirm this), and
informed the prospective respondent that
Century Research Corporation was conduct-
ing a survey to learn about the grocery
shopping hablts of people In the area. The
prospective respondent was further told that
the survey results would be used to help
improve our understanding of the needs of
shoppers like herself.

After this brief introduction, the inter-
viewer simply stated, “I would like to ask
you a few questions,” and then paused for a
brief moment to see if the prospective re-
spondent objected to being interviewed. If
no objections were raised, two screening
questions were asked of the prospective
respondent:

1. Who does most of the grocery shopping
for your household?

2. Bince last year at this time, have you
been doing most of your grocery shopping at
this store?

If the prospective respondent ldentified
herself as the principal grocery shopper for
her household, and further claimed that over
the last year she had been doing the bulk of
her grocery shopping at the test store, then
the interviewer turned Immediately to the
first question on the interview schedule. If,
on the other hand, the prospective respond-
ent either refused to be interviewed or pro-
vided disqualifying answers to the two
screening questions, the interviewer discon-
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tinued her questioning and thanked the
prospective respondent. After the prospective
respondent had departed, the interviewer
noted, on a form provided for this purpose,
the particulars of the non-interview, includ-
ing the reason for its occurrence (if known)
and the characteristics of the prospective
respondent (sex, race, and estimated age).
Once having made these notations, the inter-
viewer, in an effort to locate a replacement
for the missed interview, returned to the
store entrance and awaited the next prospec-
tive respondent. Since the interview usually
lasted two-to-seven minutes (depending pri-
marily on whether or not the respondent
had used the dual-price labels), there was
usually ample time to secure a replacement
interview before the next scheduled inter-
view was to begin.

If an Interview was begun but not com-
pleted (usually because the respondent could
not spare the time to answer all the inter-
view questions), the interviewer followed
the same procedure as for non-interviews;
i.e., she noted the particulars of the incom-
pleted interview on a special form and re-
turned to the store entrance in an effort to
locate a replacement for the incompleted
interview.

Interviewer Selection, Tralning, and
Supervision

Since it was readily apparent from Safe-
way market research data (and from causal
observation as well), that the customer popu-
lation of the inner-city store was almost ex-
clusively Negro and that that of the suburban
store was almost exclusively white, it was
decided to employ Negro Interviewers in the
inner-city store and white interviewers in the
suburban store, in the expectation that better
interviewer-respondent rapport would be the
result. Six female Negro interviewers were
recruited from Washington-area colleges for
employment in the inner-city store, and a
like number of female white interviewers,
from a Century Research Corporation inter-
viewer pool, were assigned to the suburban
store. The interviewers were given three half-
days of tralning which included an orienta-
tion to interviewing, familiarization with the
study objectives and interview schedule, and
in-store practice Interviews. Telephone
checks were made on the information re-
corded by the interviewers in an attempt to
verify data authenticity and, with one ex-
ception, the checks revealed no inconsis-
tencles.

Results

This section considers the character and
representativeness of the obtained samples,
the respondents’ answers to the dual-price-
label interview questions, and certaln multi-
variate analyses of the relatlonships between
demographic variables and respondent utili-
zation of the dual-price labels.

Sample Character and Representativeness

Due to & number of factors (refusals, non-
qualifying Interviewees, missed interviewer
assignments, and incompleted interviews)
the 1,000 respondent quota for each test
store was not realized. Instead, 803 inter-
views were secured in the Inner-city store
and 879, in the suburban store. Several of
these were eliminated from the analysis due
to missing data on the dual-price-label usage
questions, leaving totals of 798 and 8T8,
respectively for the inner-city and suburban
stores.

How representative were these samples of
the customer populations of the two super-
markets? Looking first at Tables 1 and 2,
which present, for the expected sample (traf-
fle counts) and the obtained sample (com-
pleted interviews), the frequency distribu-
tions (in percentage form) over days of the
week and intra-day time periods, we find that
in most instances the two distributions are
in fairly close agreement. However, as a check
on the possible effects of the percentage dif-
ferences between the expected and obtained
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sample distributions on respondent utiliza-
tion of the dual-price labels (the critical
dependent variable for the study), two addi-
tional analysis were made. First, the per-
centage of label users was calculated for each
day of the week and the resulting figures were
applied to the daily traffic-count data to ob-
taln an expected percentage of users for each
test store. The expected percentages of users
for the Iinner-city and suburban stores
(24.7% and 37.6%, respectively) were in close
agreement with the obtained percentages of
users for these stores (24.8% and 37.6%).
When a second set of expected percentages
was calculated, based this time on usage over
the four intra-day time periods listed in
Table 2, a similar result obtained. (The ex-
pected value for the inner-city store (24.8%)
is the same as the obtained value for this
store, while the suburban store expected
value (375%) is just .19 below its ob-
tained value.) Thus it would seem that the
departures of our sample distributions over
inter-day and intra-day perlods from the
expected distributions over these time periods
did not result in a biased pieture of respond-
ent reaction to the dual-price labels.

TABLE 1.—PERCENTAGE DISTRIBUTIONS OF TRAFFIC
COUNTS AND COMPLETED INTERVIEWS BY DAY OF WEEK
FOR THE INNER-CITY AND SUBURBAN STORES

Suburban store

Com-
pleted
inter-
views

Inner-city store

Com-
pleted
inter-
views

Traffic
count

Traffic
count

Day of week:
nday
Tuesday... .
Wednesday .
Thursday _ .
Friday....

Saturday

Note: Entries may not add to totals due to rounding.

TABLE 2.—PERCENTAGE DISTRIBUTIONS OF TRAFFIC
COUNTS AND COMPLETED INTERVIEWS BY 3-HOUR DAILY
PERIODS FOR THE INNER-CITY AND SUBURBAN STORES

Inner-city store  Suburban store
Com-
pleted
inter-
views

Traffic Traffic

count

Time period:
9 to 11:59 a.m
120 2:59 p.m._.
3t05:59 p.m.
6 to 8:59 p.m

18,2
24.5
332
23.0

100.0

100.0

Note: Entries may not add to totals due to rounding.

Three other possible sources of sample
bias were examined using the non-interview
and incompleted Interview sheets filled out
by the interviewers. In the Inner-city store,
432 interviews were not conducted due to the
no-eligibility of the prospective responcents
with regard to the two screening criteria
(principal shopper for household and test-
store shopping over the past year). An addil-
tional 301 prospective respondents in the
inner-city store either refused to be inter-
viewed or refused to complete the interview
once it had begun. (Some of these in the
former group may have been eliminated
anyway, had the screening questions been
asked of them.)

Data for the 301 non-respondents were
pooled with the data for the 798 inner-city
store respondents and an expected percentage
of label users was computed for the three
variables (age, sex, and race) for which in-
formation was collected on the non-interview
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and incompleted interview sheets. For each
variable, the expected percentage was cal-
culated using the actual percentages of
usage obtained for respondents at the various
levels of each variable. The guestion of con-
cern in these analyses is whether the per-
centage of label users is likely to have been
different had the non-respondents been in-
cluded in the sample. The expected percent-
tages for age, sex, and race (24.5%, 249%
and 24.5%, respectively) differed only frac-
tionally from our obtained value of 24.8%.
When a similar analysis was performed on
the pooled sample for the suburban store
(269 non-respondents and 878 respondents),
the resulting figures for age, sex, and race
(37.8%,87.5%, and 37.8% ) also differed little
from the obtained value of 37.6%.

As a result of these comparisions, it would
appear that, although each of the two
samples differed from its target population
on the five variables for which information
was avallable (the two temporal variables
and the three demographic variables), these
differences did not seriously affect respond-
ent utilization of the dual-price labels. Thus,
in the analyses which follow, the data are
not weighted on any of these variables.

Demographic Composition of the Two
Bamples

As Indicated in Table 3, the two respondent
samples differed considerably on almost all
of the listed demographic variables, and
most markedly on racial composition. As
compared to their inner-city-store counter-
parts, the suburban-store sample contalned
a larger proportion of the following groups:
whites, females, the married, the middle-
aged, and the college-educated. And the
households they represent were more often
medium in size (two to four occupants),
high in income, and with a respondent’s
spouse as the chief wage earner.

TABLE 3.—DEMOGRAPHIC CHARACTERISTICS OF THE TEST
STORE SAMPLES

[ Percent]

Inner
o tl%]" Suburban
Variable eqjugag; U au;;;;

Sex:

ot et 13 et P53
s HNEI0 0 O
TD=rad

(=]

Stollyears..___.
High school graduate.
Some college

College graduate.

No response

i v e ST L

See footnotes at end of table.
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TABLE 3.—DEMOGRAPHIC CHARACTERISTICS OF THE TEST
STORE SAMPLES—Continued

[Percent]

Inner
city

(N equals
798)

Suburban
(N equals
Variable 878,

Household size:

PweBELE

-
Ol w—wWwwou

T e

pagar peh gl

s g
S rtana Be £3 000 I OV LR

9
0 $14,999
$15,000 to $24,999

No response
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8
8
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Chief wage eamer for household:
gupundenl
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i b
Mo response

s
S vt e o
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g

l
|

Employment status of chief wage earner:
Employed
Out of work.

woothw

P&

No response. ... -----

—
(=]
=
=]

TR e i e o S A B

Note: Entries may not add to totals due to rounding.

In addition to these substantial variable-
by-variable differences in the two samples,
an overall impression of greater homogeneity
in demographic composition clearly emerges
for the suburban-store group. For example,
the large majority of the suburban-store re-
spondents were female (83.7%), while the
inner-city-store respondents were composed
of roughly half males (429%) and half
females (56.89 ). Similarly, almost all of the
chief wage earners for the suburban-store
households were employed (86.3% ), while a
lesser majority (68.89%) enjoyed this status
in the inner-city-store sample. Greater demo-
graphic homogeneity for the suburban-store
sample is also evident for the variables of
marital status, education, household size, and
household income. Taken together, these
findings suggest that many members of the
suburban-store sample were married women
whose households conform well with the pop-
ular notion of the affluent suburban family
(l.e., a well-educated, young-to-middle-age
wife, an employed husband in a high-paying
position, and one or more children). These
families would appear to differ from American
suburban families at large by having higher
levels of income and education. (About a
third of the married respondents (31.8%)
indicated that they were college graduates,
and of the subsample of married respondents
who reported household income figures, al-
most half (49.1%) specified a value at or
above $15,000.) In light of the fact that the
Washington area employs an unusually large
number of professional and technical per-
sonnel, many (if not most) of whom live in
the neighboring Maryland and Virginia sub-
urbs, these high levels of education and in-
come are not surprising.

As we look next at the composition of the
inner-city-store sample, we note that its
greater demographic heterogeneity is not
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unexpected. This sample contains large num-
bers of low-income households (of those who
reported household income information,
35.09 are under $5,000), and demographic
heterogeneity has been a common finding for
such households (Richards, 1968). Neverthe-
less, the fact that almost half of our re-
spondents were male (all of whom had in-
dicated that they were the principal shoppers
for their households), does seem surprising.
As a group, the inner-city-store males were
younger (35.1% under 30), better educated
(88.1% had attended college), and more
often single (42.39% ) than the inner-city-
store females (for whom the corresponding
values are 26.2%, 26.6%, and 19.7%, respec-
tively). The proximity of the inner-city store
to Howard University suggests that many of
these men may have been single students or
instructors either living in the local area,
or living elsewhere but shopping at this
store because of its convenient location.

Turning now to a consideration of the in-
come levels for the inner-city store sample,
we find that even though many respondents
reported extremely low household incomes,
the sample as a whole did not. Indeed, the
incomes reported were substantially above
the poverty levels one usually associates with
inner-city ghetto populations. Of those re-
spondents who reported household income,
42.1% Indicated figures at or above $7,500.
Likewise, the fact that 30.99% of the respond-
ents reported having attended college hardly
suggests a low-income, inner-city population.

It would appear then that the two stores
selected by Safeway as the test vehicles for
the dual-pricing experiments were frequented
by customer populations which were con-
slderably above the average for their geo-
graphical-area types (inner-city and sub-
urbs) on the two variables of education and
income,

TABLE 4.—RESPONDENT REACTION TO DUAL-PRICE LABELS
IN THE TEST STORES

[Percent]

Inner-city Suburban

Dual-price-label questions store store

In the past few months have you noticed
price labels like these (sample labels)
on the shelves of this store? !

Have you ever used the price-per-pound-
or-pint information on the new price
labels while shopping 7 2

es

Have you used the price-per-pound-or-
pint information while shopping here
in the last month? 3

Has the price-per-pound-or-pint in-
formation been helpful to you while

I N equals 798 for the inner-city store and 878 for the suburban
store.

* N equal subset of respondents who reported they had noticed
the dual-price labels (1{.2 for the inner-city store and 524 for
the suburban store),

% N equals subset of respondents who reported they had used
the dua!-grice labels (198 for the inner-city store and 330 for
the suburban store).

Note: Entries may not add to totals due to rounding.
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Respondent Reaction to the Dual-Price
Labels

Table 4 presents the respondents’ answers
to four interview guestions dealing with the
dual-price labels. In posing the first listed
question, which asked if the respondent had
noticed the labels, the interviewer presented
the respondent with a card with five sample
labels. (An earlier form of this question,
which simply specified “new price labels”,
and did not utilize the sample-label card to
illustrate what was meant, proved to be
ambiguous to many respondents in the pre-
testing phase of the study: thus it was
decided to rephrase the question and employ
sample labels In an effort to assure that the
“new price labels” referred to were Indeed
the dual-price labels.) As shown in Table 4,
about 50% of the inner-city-store respond-
ents and 60% of the suburban-store respond-
ents reported having noticed the labels?
These respondents were asked an additional
question about the labels (Could you tell me
about the new price labels—what they are
and how they are to be used?), in an effort
to determine whether they understood their
contents and function. 60.8% of the inner-
clty-store subsample which reported having
noticed the labels, and 79.7% of their
suburban-store counterparts were able to
articulate an answer to this question which
accurately described the contents and/or
function of the dusal-price labels. The
remainder of these subsamples elther
responded with inadequate descriptions
(17.2% in the inner-city store and 6.0% in
in the suburban store) or simply reported
that they did not know the answer (22.0%
in the inner-city store and 14.2% in the
suburban store). As a further, practical test
of thelr understanding of the dual-price
labels, these subsamples of respondents were
asked the item price and price-per-pound
for a sample label. Almost all of the respond-
ents to whom these questions were posed
answered correctly. (The percentages for the
item-price question in the inner-city and
suburban store were 83.7 and 93.6, respec-
tively; for the price-per-pound guestion, the
corresponding figures were 91.9 and 92.4.)
Thus it would seem that most of the
respondents who reported having noticed the
dual-price labels had some understanding of
their contents and/or intended use, and that
in addition, they knew how to use (at least
minimally) the label information.

Turning now to the second question in
Table 4, which examines label usage by the
two samples, we find that 48.1% of the inner-
city-store subsample which reported having
noticed the labels and 63.0% of the equlva-
lent suburban-store subsample reported
that they had used the dual-price labels. For
the total store samples, the reported usage
figures which result are 24.89 for the inner-
city store and 37.6% for the suburban store.

As a check on the validity of the responses
to the label-usage question, an analysls was

1The percentage values reported are sub-
ject to sampling error, the magnitude of
which depends jointly on the value of the
reported percentage and the number of cases
in the sample. As a guide to the reader, it is
of interest to note that a number of eco-
nomic surveys have found that if the esti-
mated value is between 85% and 65%, the
sampling error (two standard errors) is about
four percentage points when 1,000 cases are
employed, and about six percentage points
when 500 cases are employed; if the esti-
mated value is 10% or 90%, the sampling
error is about three percentage points and
four percentage points for 1,000 and 500
cases, respectively. In each instance, the
chances are 95 in 100 that the estimated
value lles within an interval equal to the
reported percentage plus or minus the asso-
clated number of percentage points.
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lent suburban-store subsample reported
users and non-users to the three questions
relating to the understanding of label con-
tents and function. If their reports are valid,
one would expect respondents who claimed
to have used the labels to have had a better
understanding of these factors than respond-
ents who claimed they had not. This ex-
pectation is supported by the data. A sub-
stantially higher proportion of reported
users than non-users in the inner-city-store
sample (78.5% versus 45.6%) and in the
suburban-store sample (92.7% versus 61.5%)
provided accurate descriptions of the con-
tents and/or functlion of the dual-price
labels. And simlilar findings obtained for the
item-price question and the price-per-pound
question. (99.0% of the reported label users
in the suburban-store sample answered the
item-price questlon correctly, and 98.5% of
thelr number responded accurately to the
price-per-pound question; the corresponding
figures for reported non-users were 86.1%
and B81.0%, respectively. For the reported
label users fn the Inner-city-store sample,
the equivalent figures are 97.0% and 97.0%,
and for reported non-users, 86.5 and
B1.8%.)

The question naturally arises as to why
respondents who had noticed the labels had
declined to use them. When this question
was posed to the non-user subsamples for
the two stores, a varlety of reasons were
offered. Of the substantive responses pro-
vided (l.e. other than *“don't know" or no
response), the most commonly mentioned
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in the inner-city store (23.0% ) was that the
respondent knew what brands and sizes she
wanted and thus had no need to use the
labels. The suburban-store, non-user re-
spondents also mentioned this reason with
high frequency (36.6% ), and a smaller num-
ber (11.23%) indicated that label usage was
too time-consuming.

Since It was believed possible that the
dual-price labels, like many newly imple-
mented devices, might have a novelty attrac-
tion for many shoppers which would not be
sustained over the long-term, a question was
included in the interview schedule that
looked at label usage over the just-completed
one-month period. If one makes the seem-~
ingly reasonable assumption that most of
the reported label-users had first used the
labels prior to the last of the several months
(seven in the inner-city store and five in the
suburban store) during which the labels were
in the stores, then reported usage in the last
month would indicate that the labels had
more than short-term novelty appeal. The
findings for the third question in Table 4
suggest that this is indeed the case; over
90% of the label-users in each of the two
stores reported that they had used the price
labels during the previous month. Interest-
ingly, several of the relatively few respond=-
ents who had not used the labels during this
period reported that they had been out-of-
town and thus unable to make use of them.

The last question in Table 4 asks if the
price-per-measure information on the dual-
price labels had been helpful to its users.
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A substantial majority of each store's users
answered in the affirmative, with a more uni-
formly positive reaction being expressed by
the suburban-store respondents (91.2%, as
compared to 83.8% for the inner-city-store
label users). When those respondents who
answered in the affirmative were asked how
they had been alded by the label informa-
tion, they most frequently cited the savings
they had realized through its use (42.9% for
the inner-city store and 37.6% for the subur-
ban store). Also mentioned frequently was
the greater ease of comparing prices (36.5%
in the inner-city store and 21.5% in the
suburban store) . Finally, a factor reported by
many suburban-store label users (21.8%) but
by few inner-city store users (2.9%) was the
time savings realized by having the price-
per-measure prices computed by the store
rather than in one's head. Respondent
Utilization of the Dual-Price Labels in
Shopping for Individual Products.

Tables 6 through 10 present the respond-
ents’ answers to the questions on the second
page of the interview schedule, which deal
with l1abel usage for the 16 test products and
two control products. We look first at re-
spondent utilization of the dual-price labels
for comparing the costs of packages of dif-
ferent sizes in the two test stores. Next we
examine the use made of the labels in com-
paring the costs of different brands. In both
analyses, the reported flgures for the test
products are adjusted for possible response
biases by subtracting the corresponding
figures for the two control products.

TABLE 5.—INNER-CITY-STORE RESPONDENT USE OF LABELS FOR COMPARING COSTS OF DIFFERENT PACKAGE SIZES OF VARIOUS PRODUCTS

Percent

Respond-
ents who
reported
aving

used labels
{o compare
costs of
different
sizes Larger

Product type Number t

Respondents who re-

ported having changed

to a larger or smaller
size as a result of
using the labels

Smaller Product type

Percent

Respond-
ents who
reported
aving

used labels
to compare
costs of
different
sizes Larger

Respondents who re-

ported having chanfed

to a larger or smaller
size as a result of
using the labels

Smaller

Test product:

Canned peas___.
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Corn flakes.

Family flour. .

Frozen orange

Granulated sugar

Instant coffee. .

Liquid bleach._ ..

Liquid detergent.
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Peanutbotter.. ... ... ...
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1 The number of label users who reported that they buy the product at the test store.

TABLE 6.—SUBURBAN-STORE RESPONDENT USE OF LABELS FOR COMPARING COSTS OF DIFFERENT PACKAGE SIZES OF VARIOUS PRODUCTS

Percent

Respond-
ents who
reported

aving

used labels
to compare
costs of
different
sizes

Product type

Respondents who re-
ported having changed
to a larger or smaller
size as a result of
using the labels
Larger

Smaller Produc type

Percent

Respondents who re-
ported having changed
to a larger or smaller
size as a result of
using the labels

Larger Smaller

Test product:

Family flour. . ..
Frozen orange juice
Granulated sugar
Instant coffea. ..
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Test product;—Continued
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Inspection of Tables 5 and 6 reveals that,
on the average (weighted by the number of
respondents for each product), almost half
of the respondent-users who purchased a test
product in the test stores reported having
used the dual-price labels for comparing
costs of different size packages of the product
{46.1% in the Inner-city store and 47.2% In
the suburban store) . When these figures were
corrected for control production responses, a
substantial reduction resulted for the subur-
ban store, but not for the inner-city store
(new values of 5.9% and 30.5% respectively).
For the inner-city-store sample, all 16 test
products ylelded higher usage values than
the average of the two control products
(15.6% ), while for the suburban-store
sample, only 11 of the 16 exceeded the con-
trol product average (41.3%) .? Products with

TABLE 7.—INNER-CITY-STORE RESPONDENT USE OF LABELS
FOR COMPARING COSTS OF DIFFERENT BRANDS OF
VARIOUS PRODUCTS

Respon-
dents who
reported
aving
changed
to a new
brand as
a result
of using
labels
(percent)

Respon-
dents who
reported
having used
labels to
compare
costs of
different
brands
(percent)

Product type Number?

Test product:
Canned peaches
Canned peas_ .
Catsu
Corn flakes._ .
Family flour.___.____.
Frozen orange Juice__.
Granulated sugar
Instant coffee
Liquid bleach
Liquid detergent
Mayonnaise
Peanut butter. ...
Powdered detergent___
Soft drinks (cola
Solid shortening
Tomato Juice. ........

Control product:
Potato chips......
Toothpaste

Weighted mean for test
roducts.
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1 The number of label users who reported that they buy the
product at the test store,

? Statistical tests of significance were not
conducted for any of the response differences
between test and control products. Since the
groups which purchased each product over-
lapped in membership, thelr responses did
not conform to either of the two standard
statistical models for such comparisons (l.e.,
one for completely independent samples and
one for completely related samples).

EXTENSIONS OF REMARKS

high scores on reported label usage for size
comparisons in the two stores included cat-
sup, frozen orange juice, instant coffee, and
powdered detergent; products scoring low in
both stores included granulated sugar, liquid
bleach and soft drinks.

TABLE 8.—SUBURBAN-STORE RESPONDENT USE OF LABELS
FOR COMPARING COSTS OF DIFFERENT BRANDS OF
VARIOUS PRODUCTS

Respon-
dents who
reported
havin
chan
to a new
brand as

Respon-
dents who
reported
having used
labels to
compare
costs of
different
brands
(percent)

Product type (percent)

Test product:
Canned peaches_.....
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Family flour . i
Frozen orange juice. ..
Granulated sugar
Instant coffee_ .
Liquid bleach__..
Liquid detergent
Mayonnaise
Peanut butter_. i
Powdered detergent
Soft drinks (cola)_.__.
Solid shortening. ...
Tomato juice

Control product:
Potato chips
Toothpaste

Weighted mean for test
products
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1 The number of label users who reported that they buy the
product at the test store.

Looking next at the actual switches in
package size reported by respondents as a
result of label usage, we find that, on the
average, about a fifth of the respondent-
users who purchased a test product (19.3%
in the inner-city store and 23.2% in the
suburban store) reported having changed to
a larger size, while a far lesser proportion
(less than 5% in each store) indicated they
had switched to a smaller gize. Once again
we find that the control-product correction
more markedly affected the suburban-store
figures, ylelding for the small-to-large
switches, a percentage value of 1.2, which is
substantially below the corresponding figure
of 13.8 for the inner-city store. For the inner-
clty store sample, 15 of the 16 test products
ylelded a higher proportion of small-to-large
switches than the average of the control
products (5.5%); for the suburban-store
sample, only 9 of the 16 exceeded the control
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product average (22.0% ). Products for which
small-to-large switches were reported fre-
quently by both samples included lguid
detergent, powdered detergent, and instant
coffee; products with few such reports in the
two stores included corn flakes, granulated
sugar, and soft drinks.

As we turn to an examination of respond-
ent utilization of the dual-price labels for
comparing the costs of different brands, we
find a sizable difference in the reports of the
two samples (Tables 7 and 8). On the aver-
age, a fifth of the respondent-users who
purchased a test product in the inner-city
store reported having used the labels for
brand comparisons, while the correspond-
ing figure for the suburban store (38% ) was
almost twice as high. However, as was true
for the size comparisons, the control product
correction was considerably greater for the
suburban-store sample, and thus the adjust-
ment for this sample ylelded a far smaller
value (11.5% ), which is several points below
the inner-city-store adjusted value of 17.0%.
Nevertheless, for the suburban-store sample,
almost all of the test products (14 of 18)
ylelded higher usage values than the control
product average; for the inner-city-store
sample, all 18 test product values were above
their control product average. Products
which scored high on reported label usage
for brand comparisons by the two samples
included canned peaches, catsup, and frozen
orange juice; one product, corn flakes, scored
low in both samples.

The last column in Tables 7 and 8 lists
the percentage of purchasers of each prod-
uct who reported that they had changed
brands as a result of using the dual-price
labels. The adjusted values reported by the
two samples were around 10% (10.1 for the
inner-city store and 8.7 for the suburban
store) and with one exception (corn filakes
in the suburban store), all of the test prod=-
ucts ylelded higher percentage values than
their store's control product average. Once
again, catsup and frozen orange juice scored
high in both samples, and corn flakes scored
low.

Those respondents who reported brand
changes resulting from label usage were
asked to identify both the new and the old
brand in each instance. These responses were
coded into store and non-store categories
and frequency counts made for the four
possible sequences of brand change. The
results of this analysis are presented in
Tables 9 and 10. They reveal that few brand
changes were reported by either sample, but
of those reported, the non-store-to-store
category was most frequently marked (an
adjusted value of approximately 6% for each
of the two stores). Products exhibiting a
high frequency of response for this category
included catsup, liquid bleach, and tomate
juice; once again, corn flakes was well below
the test product average for each sample,

TABLE 9.—BRAND CHANGES REPORTED BY INNER-CITY-STORE RESPONDENTS

Nature of brand change (percent)

Mature of brand change (percent)

Store to

Product type Number ! store

Store to
nonstare

Nonstore to
nonstore

Nonstore

to store Product type

Nonstore to
nonstors
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nonstore to store
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Number ! store
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TABLE 10.—BRAND CHANGES REPORTED BY SUBURBAN-STORE RESPONDENTS

Nature of brand change (percent)

Nature of brand change (percent)

Store to

Product type Number ! store

Store to
nonstore

Nonstore to
nonstore

Nonstore

to store Product type

Nonstore to
nonstore

Nonstore
to store

Store to Store to

Number 1 store nonstore

Test product:
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SBumming up the results of these several
analyses, we find that a substantial number
of dual-price-label users reported having
used the labels to compare the costs of dif-
ferent-sized packages for the test products
which they purchased, with the average re-
ported value for a test product belng just
below 50%. Of the size changes reported,
small-to-large dominated large-to-small in
both stores. When these findings were ad-
justed by the obtalned values for the two
control products, a sizable reduction in the
proportion of users and switchers was the
result for the two stores, with a much larger
decrement being manifested for the subur-
ban-store sample. Nonetheless, on all com-
parisons made, most of the test products for
& store scored higher than the store’s control
product average.

Label usage to compare the costs of prod-
uct brands was different for the two stores
with the suburban store reporting almost
twice as much usage (38%) as the inner-
city store (20% ). However, when these find~
ings were adjusted, the larger correction for
the suburban-store sample reversed their
order, yielding values between 10% and 20%
for each sample. When respondents were
asked if actual changes in brand had re-
sulted from label usage, their responses (ad-
justed) suggest that such changes were made
by about 10% of the purchasers of a test
product, and finally, that about half of these
switches were made from a non-store brand
to a store brand.

The Relationships Between Demographic
Variables and Respondent Utllization of the
Dual-Price-Labels

Two analytical tools were employed in de-
termining how the demographic variables re-
lated to label usage. The first, Multiple
Classification Analysis (MCA), Is a multi-
variate statistical technique developed by
Andrews, Morgan, and Sonquist (1967) for
identifying the relatlonships between several
predictor variables and a dependent variable.
MCA provides the researcher with informa-

tion concerning how each predictor variable
relates to the dependent variable before and
after adjusting for the effects of other pre-
dictors. In addition, it indicates the magni-
tude of the relationship between the total
set of predictors and the dependent variable.
The second technique, Automatic Interac-
tion Detector (AID), was developed by Son-
quist and Morgan (1964) to determine how
a set of predictor variables interact to ac-
count for varlability on a dependent varia-
ble. The technique divides a sample, through
a series of binary splits, into a mutually
exclusive and exhaustive set of groups. At
each step in the procedure, a group is split
on one of the predictor variables. The pre-
dictor to be split, as well as the actual split
itself, is chosen to maximize reduction in the
variability (total sum of squares) for the
dependent variable. What results from this
procedure is a tree-diagram which depicts
the series of splits made with respect to the
various classes of the predictor variables.
For our data, the elght demographic varia-
bles listed in Tables 11 and 12 were used
as the predictor variables and label usage
served as the dependent variable in both the
MCA and AID analyses. Several adjustments
to our data were required, however, before
applying these techniques. AID calls for a
small number of classes for certain kinds of
predictor wvariables, and as indicated in
Tables 11 and 12, we have combined adjoin-
ing classes in several instances (age, educa-
tlon, and marital status) to meet this re-
quirement. An additional adjustment con-
cerns the “no responses”, which were treated
differently for each demographic wvariable,
depending on their number. If many re-
spondents did not provide information for
a variable, they were grouped into a common
class (no response) which was included in
the AID and MCA analyses. If only a few
falled to provide information, they were not
included in either analysis. Also not included
were two respondents in the suburban-store
sample who reported that they were uncer-

tain as to whether or not they had used the
dual-price labels. As a result of these various
adjustments, 23 cases were dropped from the
inner-city-store sample and 20 from the
suburban-store sample.

Predictor varlables with a natural rank or-
dering were constrained to that ordering in
the binary splitting process, except for house-
hold income and household size. In the case
of income, the additlon of the large class of
non-responders undid the rank ordering for
this predictor; for household size, the pres-
ence of an inverted U-shaped relationship
between thig variable and label usage (es-
pecially evident for the inner-city-store sam-
ple) prompted up to leave this variable un-
constrained.

The MCA Analyses. Although the AID an-
alyses for the two samples were conducted
prior to the MCA analyses (to check on the
appropriateness of the MCA model for our
data), we present the results of the latter
first to give the reader a summary picture
of the contribution of the demographic vari-
ables (individually and jointly) in account-
ing for respondent usage of the dual-price
labels (Tables 11 and 12). Next we examine
the series of splits which constitute the AID
analyses for the inner-city and suburban-
store samples (Charts 1 and 2), and finally
we present tabular summaries of the results
of these two AID analyses (Tables 13 and
14).

As the results of the MCA analysis for the
inner-city-store sample indicate (Table 11),
the variables of age, education, and house-
hold income played leading roles in account-
ing for label usage by these respondents. The
eta-square values, which indicate the pro-
portion of the total sum of squares explain-
able by each demographic variable, are .04
or larger for these three predictors and all
three values are statistically significant. Their
effect s evidenced by the label-user percent-
age values listed in the second column of
Table 11 which reveal a greater spread across
the classes of these three variables than the
other five.

TABLE 11.—RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND LABEL USAGE FOR INNER-CITY-STORE RESPONDENTS

Label users
adjusted
(percent)

Label users

Variable Number  (percent)

Eta square Beta square Variable

Label users
adjusted
(percent)

Labe! users

Number  (percent) Etasquare Beta square

AT
492

60toB9___.__
70 or above

Bee footnotes at end of table.

High school graduate___
Some college. ._.___.___
College graduate_ __.__

0, 023 0.004
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Label users
adjusted
(percent) Etasquare Betasquare

Label users

Variable Number  (percent)

Variable

Label users
adjusted
(percent) Elasquare

Label users

(percent) Beta square

Number

SRER
= 00000

P et

0.012

waFge aTurnedr
-mployed. .
Out of work

rp< 05
1 p< L.

The predictive ability of a variable is us-
ually reduced after a statistical adjustment
is made for the effects of all other predictors;
these adjusted values (beta sgquares) are
presented in the last column of Table 11.
They reveal lesser, but nonetheless consider-
able contributions for the age, education, and
household income variables, with each value
being equal to or greater than .019 (each
p<.01). They also reveal a greater relative
contribution for the household size variable
(.012), but one which is still not statistically
significant (p>.06). Finally, it should be
noted that the value of the squared multiple
correlation coefficient, which specifies the

3 Separated or divorced.

proportion of wvariance in the dependent
variable explained by the total set of eight
predictor variables (after adjusting for de-
grees of freedom), was quite low (for the
inner-city-store sample (R*=.10; p<.0l1),
This result is not surprising, nor are the
generally low eta- and beta-square values,
silnce our cholce of predictor variables was
constrained to the subset for which informa-
tion would be readily available in a brief
in-store interview. Better candidates (varia-
bles with greater predictive effectiveness) un-
doubtedly exist outside this subset; they
should be identified and explored in future
investigations of dual-price-label usage

As we continue now with an examination
of the results of the MCA analysis for the
suburban-store sample (Table 12), we note
that, as was the case with the Inner-clty-
store sample, the variables of age and educa-
tion play relatively important roles in
accounting for respondent utilization of the
dual-price labels (eta-square values of .034
and .035, respectively; each p<.01). Other
variables which help to explain label utiliza-
tion are the size of the respondent’s house-
hold, as well as the employment status of its
chief wage earner (eta-square values of .025
and .028, respectively; each p<.01).

TABLE 12.—RELATIONSHIPS BETWEEN DEMOGRAPHIC VARIABLES AND LABEL USAGE FOR SUBURBAN-STORE RESPONDENTS

Label users
adjusted

Label use s

t) Etasquare Betasquare Variable

Variable [{ ) p

Label users
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Label users
) t) Etasquare

P ¥
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When statistical adjustments are made for
the effects of other variables, household size
and education continue to figure prominently
(beta-square values of .023 and .030, respec-
tively; each p<.01), with the remalning six
variables assuming considerably lesser roles.
For the set of predictors as a whole, we find
an R? value of .08 (p<.01) indicating that
they account for 6% of the variance on the
label-usage variable.

Taken together, the two MCA analyses
polnt to the relative importance of education
(both in unadjusted and adjusted forms)
in accounting for label usage by the two sam-
ples. It would appear that an understanding
of the label concept and function was more
readily communicated to (and perhaps ap-
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preciated by) the more highly educated mem-
bers of the two samples. For the suburban-
store sample, the variable of household size
also assumed a significant role in account-
ing for respondent utilization of the dual-
price labels, perhaps indicating that the
greater savings potential for large households
was more evident to the suburban shopper
than to her less-educated inner-city counter-
part. Finally, the variables of age and house-
hold income, for reasons that are not alto-
gether clear, were important explanatory
variables for the inner-city-store sample, but
not for the suburban-store sample. For the
latter wvariable, a possible explanation 1is
that for the many elementary and high-
school dropouts found In the inner-city-

store sample, household income may sub-
stitute for (or supplement) formal educa-
tion as a measure of their ability to under-
stand the dual-price labels.

The AID Analyses. The results of the AID
analysis for the inner-city-store sample are
depicted in Chart 1. As inspection of the
chart reveals, the first split of the total sam-
ple was on education, with the 240 college
attenders and graduates constituting one
group and the remaining 535 non-college at-
tenders constituting the other. The power-
ful effect of education as a predictor is evi-
denced by the finding that the percentage
of reported label users for the former group
is twice that of the latter (389 versus 19%).
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CHART 1

AID Analysis of Label Usage by Inner-City-Store Respondents

% | Incomes above

$15,000

and gradu

38%

College attenders

April 15, 1971

629 N=45

Ll

/

out of work
47%

ates
N=242

Incomes below

All
respondent:
259, =77

\
¥

\

Non-college

attenders
19%

Somewhat surprisingly (from the stand-
point of financial need), the next binary
split of the college-educated group revealed
that a larger proportion of respondents from
higher-income households (above §15,000)
reported having used the labels than was
the case for those from lower-income house-
holds (62% versus 32% ). However, this may
be accounted for in part by the composition
of the higher-income group. Compared to
their counterparts In the low-income,
college-educated group, they contained more
college graduates (71% versus 349%) and
more respondents from large households
(249, reported five or more household occu-
pants for the higher-income group as com-
pared to 119 for the lower-income group).
Thus it would seem that the higher-income
group was more capable of understanding the
dual-price labels and was in a position to
benefit more from their use. The next split
for the college-educated, lower-income group
was made with respect to the employment
status of the chief wage earner. As indicated
in Chart 1, the group of respondents from
households for which the chief wage earner
was out of work, reported a substantially
higher proportion of users than their counter-
parts with employed or retired chief wage
earners (47% versus 209 ) perhaps reflect-
ing the severe financial strains resulting
from a temporary loss of what can be pre-
sumed to be a relatively high Income for
this college-educated group.

Turning next to the group of non-college
attenders, we find that they split on the
variable of chief wage earner. A third of the
respondents who reported a spouse as the
chief wage earner also reported having used
the dual-price labels, while a far smaller
proportion of those who ldentified themselves
or some other (non-spouse) household
member as the chief wage earner, reported
using the labels (14%). Why a spouse as
chief wage earner should make for greater
label usage for this lesser-educated group
is not immediately clear although some hints
at an answer may be provided by a closer
look at their composition, This group of
respondents is almost exclusively female
(82%) while their companion group in the

N =435 1\

Chiet wage earners
N=32

P
N

5%

$15,000
32% N=195

0% | 8%

\\J, Chiel wage earners

i employed or retired
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r 4%,
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-

Incomes above
$5,000
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of 1,2 3, 0r5
53%, N=51

Househald sizes
ol 4, or 6 or more

B

3% N=143

17%,

Incomes below
$5,
N=59

30% N=33

of age
20%

Chiet wage earner
is non-spouse
149, N=331

51%

Age 50
or older
6%

21%

Under 50 years
N=227

N=165

split (non-college attenders from households
without a spouse as the chief wage earner),
is half male and half female. It would seem
then that the spouse-as-chief-wage-earner
group conforms well to the middle-class
family concept (husband employed and wife
at home carrylng out domestic duties which
would include grocery shopping for the fam-
ily). The fact that these respondents are
family shoppers may account for their above=
average use of the dual-price labels.

The next two splits involving this group
indicate that more than half (539%) of the
higher-income respondents (above #$5,000)
from small and middle-sized households re-
ported that they had wused the labels,
Although it is not altogether clear why this
group should contain so many label users,
it may be that their relatively high educa-
tional level 1s at least partially responsible.
In particular, 539 of this group were high
school graduates, which is considerably above
the 349 figure for the group with incomes
under $5,000.

The final split of interest in Chart 1 is for
the non-college attender group from house-
holds with a non-spouse as chief wage earner,
This split, which was made on the age
variable, revealed that relatively few respond-
ents at or above 50 used the lahels (6%).
This low response seems attrlbutable (at
least in part) to the extreme position of
these older respondents on the variables of
education and household size, i.e., most of
themx: had not completed eight grades of
school, and an even larger majority lived
alone or with one other person,

A summary of the group characteristics
resulting from the AID analysis of the inner-
city-store sample is presented in Table 13.
This table lists the groups In descending
order of label usage.

Turning now to an examination of the
AID analyses for the suburban-store sample,
we find in Chart 2 that the first split sepa-
rated the respondents from households with
a retired chief wage earner from all the
others. Only a small minority of these 83
respondents reported having used the labels,
perhaps reflecting their advanced age, lower
education, and the small households which

TABLE 13.—SUMMARY OF FINAL GROUP CHARACTERISTICS
FOR AID ANALYSIS OF LABEL USAGE BY INNER-CITY-
STORE RESPONDENTS

Label
users
(per-

Group characteristics cent)

College attenders and graduates
from households with incomes
over 515,000

Noncollege attenders from house-
holds with either 1, 2, 3, or 5 o¢-
cupants, a respondent’s spouse as
chief wage earner, and an income
shove 000, ___ 8 o

Coliege allenders and graduales
from households with incomes
below $15,000 and a chief wage
earner who is out of work

Noncollege atienders from house-
holds with either 4, or 6 or more
occupants, a respondent’s spouse
as chief wage earnar and an in-
come above $5,000. asi

College attenders and graduates
from households with incomes
bejaw $15,000 and a chief wage
earner who is employed or
retired

Noncoflege altenders under age 50
from households in which the
respandent is nol married or, if
married, the respondent’s spouse
is not the chief wage earner

Moncollege attenders from house-
haolds with incomes below $5,000
and a respondent’s spouse as
chisf wage eamner.. .. _.__.......

Noncoliege attenders; age 50 or
older, from households in which
the respondent is not married
or, if married, the respondent’s
spouse is not the chief wage

7 1) | . 8 165 6

they represent. For the remaining 809 of
the sample, the next split was on education,
a variable which played a similarly influ-
ential role in the Inner-city-store AID
analysis. In particular, we find that relatively
few of the 65 respondents who had not
completed high school reported that they
had used the dual-price labels (179 ). This
group was subsequently split on household
size, but in a way which appears to reflect
the chance fluctuations which often char-
acterize small subsamples. Specifically, for
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some inexplicable reason, not one of the
respondents from households with one, three,
or five members reported having used the
labels, and as a result, the AID procedure
isolated these non-user respondents from
the other respondents (from households with
two, four, or six or more members). Had the
several levels of household size been con-
strained to a rank ordering, this split would
not have occurred.

Having explored the two “twigs” of the
AID tree (the 83 respondents from house-
holds with retired chief wage earners, and
the 65 elementary and high-school drop-
outs), let us look next at the “trunk” which
is left (the 710 remaining respondents).
Household size, the AID-selected variable in

Non-retired
chief wage
earners

419, N=T75
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the next split for this group, separated them
into a large-household subgroup, about half
of whom were users, and a small-household
subgroup about a third of whom were users.
The final split for the small-household re-
spondents is on the age variable with fewer
respondents 40 or older having reported using
the labels than those under 40 (309 versus
459%). The under-40 group besides being
younger, contained fewer non-college-edu-
cated respondents than the 40-or-older group
(289 versus 36%).

The final split for the larger-household
respondents was on the variable of education.
Here we find slightly more than half (53%)
of the college attenders and graduates re-
porting they had used the labels, and less

CHART 2
AID Analysis of Latel Usage by Suburban-Store Respondents

Ny

Household sizes
of 3 or more
41% N=

426

19
83% | High school
graduates

43% N=T0
Household sizes
N=284

21

38% N.=8:58 \

10%

Retired chiet
wage earners
13%

Household sizes
ol 2, 4, or € or more
% N=35

N=283 . Non-hign school

TABLE 14.—SUMMARY OF FINAL GROUP CHARACTERISTICS
FOR AID ANALYSIS OF LABEL USAGE BY SUBURBAN-
STORE RESPONDENTS

Label

users
Group characteristics Group Number (percent)

College attenders and graduates
from households with 3 or more
occupants and a nonretired chief
WAZB BTN e oo oo crsnmmmmmmmm

High school graduates, college
attenders, and college graduates,
under 40, from households with
1 or 2 occupants and a non-
retired chief wage earner..._.._.

High school graduates from house-
holds with 3 or more occupants
and a nonretired chief wage
earner... BN S

Monhigh sch duates from
households with 2, 4, or 6, or
more occupants and a non-
retired chief wage earner

High school graduates, college
attenders, and college graduates,
age 40 or older, from households
with 1 or 2 occupants and a non-
retired chief wage earner____.._.

Respondents from h holds with
a retired chief wage earner

MNonhigh school graduates trom
households with 1, 3, or 5
occupants and a nonretired
chief wage earner_............._.

29

The second is concerned with the question
of generalization of the findings of the study
beyond the study setting. Let us examine
our findings with respect to each of these
criteria.

The Internal Validity of the Findings

Field studies are often plagued with prob-
lems of control and this one is no exception.
However, above and beyond these customary

graduates
N=65 :
hold sizes

?/‘r} \I i
of 1,3, 0r5
0% N=29
3%

control problems, the present study was af-
fected by certain others which resulted from
the fact that the study was designed after
the dual-pricing program was initiated in
the two test stores. As a result of this design
delay, no opportunity was presented to select
test stores to represent their geographical
areas or to conduct before and after sales
audits for the various sizes and brands of
the test product packages. The store move-
ment data available for these items (which
provided a historical record of the guantity
ordered for each store), was a poor substi-
tute, since it did not indicate when these
packages were sold or at what price. Purther-
more, the quantity ordered reflects other fac-
tors besides customer purchases, such as in-
dividual differences in judgment for the su-
permarket clerks who place the orders. (What
one may consider a sufiicient inventory or an
adequately stocked shelf, another may not.)
An additional problem arose with the oc-
currence of a trucker's strike in the summer
of 1960—a strike which seriously depleted
store inventories at the time and prompted
an unusual upsurge of orders the following
fall.

Even had sales audit data been available,
we would still not know whether an observed
change in purchase patterns necessarily re-
sulted from dusal-pricing influences. As the
Progressive Grocer Celonial Study (1964), has
demonstrated, a number of store-controlled
factors may well affect product sales. Included
here are the use of product spotter signs and
manager's specials; as well as the shelf space
allocated to a product, and the fullness with
which its packages are stocked.

In an attempt to deal with the potential
uncertainties in our data resulting from
these and other threats to internal validity,
a number of control questions were included

./
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than half (38%) of the mon-college attend-
ers indicating that they had done so.

To sum up the results of the two AID
analyses, they both reveal influential roles
for age, education, household size, and em-
ployment status in accounting for label
utilization by the respondents. Also disclosed
are the effects of household Income and chief
wage earner for the inner-city-store sample.

DISCUSSION

In examining the results of any behavioral
research study, it is well to ask about possible
sources of invalidity. Often, in doing so, a
distinction is made between internal and
external validity. The first is concerned with
whether a study result can be explained away
as an artifact of measurement.

College attenders
and graduates
53% 2

o
0

=266

Mon-collega
attenders
38% N=160

Under 40 years

of age
457, N=100

LS

Yo

Age 40
or older
0%

N=184

in the interview schedule. For example, ques-
tions were asked to determine if respondents
who reported that they had used the dual-
price labels were better informed about their
contents and functions than were respond-
ents who reported that they had not. In ad-
dition, gquestions relating to two control
products were incorporated In the interview
schedule to provide a base from which to
compare the results for the test product
questions.

By and large, the responses to these con-
trol questions served to support the responses
to their associated test questions (eg.,
reported users of the labels were more knowl-
edgeable about them than reported non-
users). The one exception concerns the label
usage reported for individual products by the
suburban-store respondents. For reasons
which are not apparent, many of these re-
spondents reported having used the labels in
shopping for the control products as well as
the test products. It may be that many of
these respondents used the labels in shop-
ping for such a wide varlety of products that
when a control product question was asked,
they answered in the affirmative, thinking
that they had probably used the labels for
this product as well. Or it may be that, for
many respondents, actual usage was minimal,
but rather than disclose this to an inter-
viewer, they exaggerated their reports in
order to impress her with their economical
shopping habits. Interestingly, one explana-
tion assumes high label usage, and the other,
low usage.

All this is not to say that the control
product corrections employed in the subur-
ban-store data analysis resulted in a down-
ward adjustment of the test product re-
sponses to a level of zero. Indeed, it will be
recalled that most of the test product scores
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were above the control product average for
each of the suburban-store data comparisons
we examined. Nevertheless, the fact remains
that the obtained difference between test
and control product averages for the subur-
ban-store sample was markedly lower than
that found for the Inner-city-store sample.
As a result, the internal validity of these test
product results is open to question.

The External Validity of the Findings

What can we say about the external valid-
ity of the results? Is it likely that they gen-
eralize to other supermarkets, to other cus-
tomer populations, and to future time
periods? Considerition of some of the rele-
vant factors present in the study may cast
some light on these questions. Some of these
factors suggest more label usage by the re-
spondents than could reasonably be expected
of shoppers in other (non-test store) set-
tings, while other factors suggest just the
opposite conclusion,

As we examine the first type of factor, we
find that the high educatlonal levels for the
two samples (relative to other inner-city and
suburban areas) together with the substan-
tlal statlstical assoclations found between
the variables cf education and label usage,
suggest that fewer shoppers residing in other
inner-city and suburban Ilocations would
make use of the dual-price labels. An addi-
tional factor is concerned not with similar
urban or suburban areas, but rather with
other time periods. The severe inflationary
pressures which were exerted on American
households during the time the pricing pro-
gram was in operation may well have in-
creased consumer concern with economy in
grocery shopping. Thus, it seems likely that
a device which purports to help shoppers
save money may well have been used by more
shoppers during this time period than would
be the case In a more typical (less inflatlon-
ary) perlod in the future.

While these two factors suggest less label
usage outside of the physical and temporal
environments for the study, other factors
suggest more usage outside of these environ-
ments. Most of these factors relate to the
particulars of the pricing program itself.
Before discussing them individually, let us
first provide a perspective from which to
examine them. According to one view, the
present study of consumer reaction to dual-
price labels constitutes a test of the dual-
pricing concept. According to this view, if
the labels are used by many respondents,
then dual pricing is beneficial; If they are
not, then it is of little value,

While appealing in its simplicity, this view
ignores the fact that what i1s being studied
is a reaction not to the concept of dual pric-
ing as such, but rather to one particulariza-
tion of that concept. In other words, we
tested one type of label, with one format, and
one unit of measure (actually two: pounds
and pints), and in most instances the label
appeared in one location relative to the pack-
age it described. While the choice in each in-
stance appeared to be a reasonable one (on
4 priori grounds), we have no reason to be-
lieve that it was optimal. The choices of label
format and print size, for example, were made
primarily to conform to the output restric-
tions of a high-speed computer printer,
rather than to present the dual-price infor-
mation in its most communicable form. As
a result, some respondents reported they had
thought that since the labels lacked the
color and large print size usually associated
with promotional materials, they must have
been posted for use by store clerks rather
than by customess.

Bimilarly, a different positioning of the
labels might have yielded different results.
The labels could have been placed on the
packages or on individual product-by-prod-

EXTENSIONS OF REMARKS

uct charts, each of which would have listed

dual prices for the various product packages.

Again, we have no way of knowing whether

our choice of position optimally communi-

cated the dual-price information to the shop-
pers in the two test stores. In addition, the
small print size, particularly on labels placed
on the lowest shelf, posed a problem for
many shoppers. A new design might en-
courage more shoppers to use the labels.

Finally, there is reason to believe that the

choices of pounds and pints for our units

of measure may have been poor ones for
communlication purposes. As an extensive
analysis of this guestion suggests (see Appen-

dix B), had units been individually selected

for each product, better consumer under-

standing and greater ease of use might well
have been the result.

As a result of these considerations, it
would appear that the proportions of label
users found in the present study may well
underestimate what would obtain, if the
necessary research were conducted to iden-
tify an improved design specification, Such
research efforts should yield better partic-
ularizations of the dual-pricing concept
than the one we employed.

Another consideration which also suggests
that additional experience with dual-price
labels might well result in greater shopper
usage concerns the pilot nature of the dual-
pricing program. For any new and complex
program which calls for the cooperative in-
volvement of many individuals, implementa-
tlon problems are to be expected. The dual-
pricing program is no exception. For exam-
ple, in a number of instances, packaged
products were not placed next to their asso-
ciated labels (this was particularly true for
vendor-delivered items, such as soft drinks)
and cents-off packages were not dual-priced.
In addition, floor displays often blocked the
customers’ view of the labels as did packages
which overhung the shelf. If dual-pricing
practices should become widely adopted by
supermarkets, no doubt these and other im-
plementation problems would eventually be
solved; the result would undoubtedly be a
more facllitative environment for label usage
than was found for the present study.

So far we have examined two aspects of
the present study (choice of design param-
eters and the inevitable problems of imple-
menting these parameters) which suggest
that future supermarket experiences with
dual-pricing labels might find more shop-
pers using them. An additional factor which
suggests this possibility concerns the chang-
ing educational backgrounds of the Ameri-
can population. If, as generally expected, the
rapld growth In college enrollments should
continue in the years ahead, the resulting
large numbers of educated shoppers should
be prime candidates for label usage. (This
assumes that the statistical assocliation
found in the study between education and
label usage would also hold for this more
highly educated population.) The result
could well be a shopper population which
uses the labels In higher proportions than
were found for the two samples.

In summary, although control questions
were introduced to deal with threats to the
internal validity of the results, they may
have been only partly successful in handling
sources of unvalidity relating to the test
product guestions, The external validity of
the findings are somewhat open to question.
There are reasons for believing that label
usage would be higher outside of the study
setting, as well as reasons for belleving that
such usage would be lower.

STUDY 2! THE EFFECTS OF PACKAGING AND
PRICING PRACTICES ON CONSUMER FRICE-
COMPARISONS
While Study 1 revealed that a sizable

minority of the Ilnner-city and suburban-
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store shoppers made use of the dual-price
labels, it had little to say about the impor-
tance assigned to this aid for consumer price-
comparisons. It may be that the respondents
who reported having used the labels for this
purpose could have compared prices almost
as effectively without them. Should the evi-
dence show this to be the case, dual-price
labels would constitute little more than a
minor convenlence, and the case for their
adoption would be seriously weakened. On
the other hand, if the facts should indicate
that many shoppers find that comparing
prices is far more dificult without the aid
of the labels, arguments for their adoption
would be substantially strengthened.

Study 2 was designed to examine this ques-
tion. The study looked at how effectively
price-comparison problems could be solved
by shoppers in an inner-city store and a
suburban store, neither of which posted
dual-price labels, Since it was belleved that
some price comparisons are more difficult
than others, a two-dimensional model of
difficulty in price comparisons was developed,
and a set of hypothetical price-comparison
problems was designed to fit the specifica-
tions of the model. Should the model prove
to be effective, we would not only be in a
better position to know if the dual pricing
of supermarket products is likely to be help-
ful to comparison shoppers, but we would
also be better able to identify individual
products for which dual pricing is lkely to
be helpful, as well as individual products
for which it is likely to be of little value.

The inner-city and suburban stores used
in Study 2 were Safeway supermarkets lo-
cated in the Washington area. Each was
selected to match its counterpart in Study
1 with respect to the demographic compost-
tion of its customer population.

Procedure
The Price-Comparison Problems

Thirty price-comparison problems were
structured, each of which asked which of two
packages of the same product cost less per
measure, and how much less the selected
package cost per measure than the non-se-
lected package. The problems were selected
to conform to the two-dimensional model of
difficulty in consumer price-comparisons.
One dimension considered the nature of the
size differences between the two packages
in each problem set, while the other related
to the manner in which these packages were
priced. Three levels were established on the
size varlable and two on the price variable.
At the first level on the size dimension ap-
peared problems for which both packages
were of the same size. At the second and
third levels were problems for which the
two packages differed in size. For problems
at the second level, the quantity value for
the larger package as a multiple of (evenly
divisible by) the corresponding value for the
smaller. For problems at the third level, the
larger value was a non-multiple of the
smaller. For example, a problem palr com-
posed of a one- and a two-quart bottle of
bleach would be classified at the second level,
since two is a multiple of one. On the other
hand, a problem pair consisting of a two-
and a five-pound bag of sugar would be
classified at the third level, since five is not
a multiple of two.

The two levels on the price varlable dif-
fered with respect to the manner in which
the problem packages were priced. At the
first level appeared problems whose packages
were priced as single items (e.g. 17¢). For
each problem at the second level, one or both
of the packages were priced as multiple items
e.g., 2/33¢).
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TABLE 15.—CHARACTERISTICS OF THE 6 SETS OF PRICE-COMPARISON PROBLEMS

Prob-

lem

Problem
set ! Product

Package 1, amount
and price

Prob-

Package 2, amount
lem

Problem
and price set1

Product

Package 2, amount

Package 1, amount
and price

and price

Frozen orange juice_ __

S o = i
Canned peas...

Canned peas.

Instant coffee. .
Liquid bleach. .
Canned peaches
Elbow macaroni

L!?

Solid shortening
Mayonnaise__
Pancake flour

L TS

O G D e LY ) N3 et ) e D P

1

12 0z., 2 for 93¢._.
814 0z., 2 for 37¢.
20F, 95 . .
1 gal., 2 for 97¢.
16 oz., 2 for 63¢

12 oz., 53¢.
814 oz.,

B

2 0z., 53¢,
814 oz., 2 for 33¢,
2 2 oz., 2 for 89¢.
1 gal., 57¢.
16 oz., 2 for 61¢.
16 29¢. - L

1 e S

0 0 3 s 1 0 N s ) B 3 1 et

Elbow macaroni
L‘i:uid bleach. ...
Solid shortening_.
Mayonnaise
Pancake flour.
Granulated sugar
Powdered detergent___ 20 oz., 39¢_..
Calsup__ - o o
Liquid detergent._._.. 22 oz., 3%
Peanut butter____..___ 12
Granulated sugar
Powdered detergent
Catsup__......
Liquid detergent_ ¥y
Peanut butter.

seeceee 16 0Z., 2 for 57¢.
- 32 oz., 2 for 45¢.
- 48 oz., 9[?,
16 oz., 2 for B5¢.
32 oz., 2 for 97¢.

48 oz., BSf.....
- 16 oz., 2 for 27¢
- 16 0z., 2 for 8l¢_.
[ A TR

16 oz., 2 for 57y
5 Ibs.,

12 oz., 29¢___

0z., 49¢___ 18 oz., 6%

2 Ibs., 2 for 69¢.
--- 49 oz., 89¢.
--- 14 0z, 2 for 47¢.

—emmene 1202, 2 for 576
12 oz., 2 for 53¢.
18 oz,, 69¢

22 oz., 2 for 77¢
12 oz., 2 for 97¢

hine hat the 2

15, Sz, and S refer to the size

different size, with the larger size value being a multiple of the smaller (Sz); different size, with

k namely: same size (Sp);

the larger size value being a nonmultiple of the smaller (Ss). Py and Py refer to the manner in which

Taken together, the several levels on the
two variables form a two-by-three factorial
design, with each of the resulting six cells
containing a single set of five price-compari-
son problems. The price-comparison problems
in each set are delineated In Table 15. As
indicated therein, the three sets of problems
for the second price level are identical to
those for the first price level, except that
some of the single-item package prices at
the second level have been changed to two-
for equivalents of their counterparts at the
first level. This was done for all packages
except those for which the two-for price
would exceed one dollar.

Actual store prices for the various packages
were used in constructing the price-compari-
son problems. An effort was made to select
commonly purchased products and to locate
two packages for each problem which did
not differ greatly in size. Each problem was
presented to the respondents as a two-stage
multiple-choice test. At the first stage each
respondent was asked to choose which of the
two packages cost less per measure. At the
second stage, each was asked to estimate how
much less per measure the selected package
cost. The estimates were selected by the re-
spondents from a set of five alternatives
(2¢, 4¢, 6¢, 8¢, and 10¢). Respondents were
allowed one minute to make the two de-
cisions and were told to guess if they did not
know the answer.

For problems at the first level of the size
variable, respondents were Iinstructed to
answer by using the size of the problem
package as the unit of measure. For example,
they were asked to indicate which one of two
2-ounce jars of instant coffee cost less, and
how much less (per 2-ounce jar) it cost. For
problems at the second and third levels of
the size variable, respondents were instructed
to answer using either a pound or a pint as
the unit of measure depending on whether
the product was dry or liguid). For example,
they were asked to indicate which one of
two bags of granulated sugar, one containing
2 1bs. and one containing 5 Ibs., cost less per
pound and how much less per pound it cost.
Needless to say, the first type of problem,
which simply called for the respondent to
subtract one package price from another, was
much easier than the second type, which
required more extensive calculations,

Since the data analysis was concerned with
comparisons of response correctness for the
various problem sets, a measure was intro-
duced to control for the effects of response
bias (l.e., selecting the first package with
greater frequency than the second, or one of
the five cost-values more often than the
others). In particular, the problem sets were
structured such that the correct answer was
the same for all problems in the same or-
dinal position in each set. Thus, the first
problem in all six sets had as its answer:
package 1, 6¢; the second problem in all six
sets had as its answer: package 2, 2¢; etc.

The problem sets were presented to re-
spondents on 3x5 index cards. Except for
the two-for price changes, the price and
quantity information for each package was
identical to that which appeared in the su-
permarket. Thus, though not indicated In
Table 15, quantity information was expressed
in two units (e.g. pounds and ounces), if it
was also presented in this form on the
package.

Interview Procedure

With few exceptions, the procedures of
Study 1 (selection, training, and scheduling
of interviews; selection of respondents; and
in-store interview procedures) were followed
in Study 2. One exception was that in Study
2, respondents were scheduled for interviews
every 20 minutes (three per hour), rather
than every 12 minutes (five per hour). Thus,
with 200 interview hours scheduled in each
store, a maximum of 600 interviews was
expected for each of the two samples. An-
other exception concerned the assignment of
problem sets to respondents. The sets were
numbered from 1 to 6, and in each test
store, the first set was assigned to the first-
appearing respondent, the second to the sec-
ond-appearing respondent, etc. After the
sixth respondent had been tested with the
sixth problem set, the cycle began again, with
the first set being assigned to the seventh-
appearing respondent, the second to the
eighth-appearing respondent, etc. The cycles
of six continued for all tested respondents
in each store. This procedure, which approx-
imated a random allocation of experimental
groups to conditions, yielded 499 completed
interviews in the inner-city test store and 526
completed interviews in the suburban test
store. Missed and incompleted interviews to-
taled 101 for the inner-city store and 74 for
the suburban store.

Response Measures

Two response measures were examined in
the data analysis. The first is straightfor-
ward, consisting simply of the number of
correct responses for each problem set, The
second, which considers the magnitude of
the response errors, is more complex, and
thus requires a more detalled explanation.
For any of the price-comparison problems,
a respondent’s answers to the two multiple-
choice questions can be mapped into a sin-
gle dimension, whose possible values are as
follows: —10, —8, —6, —4, —2, +-2, 4-4, +86,
-8, and --10. The sign associated with each
number indicates whether the first package
(minus) or the second package (plus) was
reported as lower in cost. The magnitude of
the number itself indicates how much less it
was reported to have cost. By using this
mapping procedure, it becomes possible to
represent, for any problem, the respondent’s
answer and the correct answer on & one-
dimensional scale. Once so represented, de-
viations (in absolute walue form) can be
computed and sumined over the problem set
administered to each respondent. This sum
constitutes the second response measure.

the 2 packages are priced. Each of the 2 packages in a Py pair are priced on a single package basis,
while 1 or both of the packages in a P; pair are priced on a multiple-package basis.

Results

Demographic information was collected for
all respondents; the results are presented in
Table 16, As comparison with Table 3 re-
veals, the composition of the suburban-store
sample was similar to that of its Study 1
counterpart. However, consliderable differ-
ences are evident for the two inner-city store
samples, particularly with respect to sex,
education, and household income. The lower
educational and income levels for the Study
2 sample conform well to previous findings
for inner-city ghetto populations (Sturdi-
vant, 1969).

TABLE 16,—DEMOGRAPHIC CHARACTERISTICS OF THE TEST
STORE SAMPLES

Surburban
(N="526)
(percent)

Inner-city
(N=499)

Variable {percent)

O e, e U

Age:
Under 30
30-39

No repsonse. ... _...._.

- |
2|,
ol =

O e
Education (highest level):
0-8 vea

9-11 years........

High school graduate.

Some college

College graduate.

NO response. .o ccovemenao..

l

e
B o
MNW U~

8
o |

e e

Household size:

~BREEFER
PRE

D b

6 or more..
No response_

2| oo
—
Sl NNooO=OMos

g
g

See footnotes at end of table.




Inner-city  Surburban
(N=-199& §N=525)

Variable (percen percent)

Household income:
Under $1,000

=
7

g38838
2azeng:

ge8888s

g
-
Agdi

()
st et et
N, NPWOOIWE
P Je
ol NwnEDWO—BERES
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levels achieved by the respondents in the two
samples. When one considers that the chance
response expectation for a problem sef is a
score of .5 (since the corresponding value
for any problem is .1, and there are five prob-
lems in each set), it is apparent that nelther
sample did much better than chance on the
problems at the third level of the size varl-
able, The Inner-city sample performed almost
as poorly on the problems at the second level
of this variable.

As we look next at the results for the
second response measure (Table 19), we find
a pattern which is highly consistent with
that found for the first response measure.
Here, as before, we find a distribution of
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means over the six cells for the two samples
which is highly supportive of our two-dimen-
sional model. And once again, we find the
stronger trend being manifested for the
suburban-store sample. Not surprisingly, the
two-way analysis of variances computed on
these data (Table 18), yielded highly signifi-
cant effects for the two independent variables
and their interactions, the one exception be-
ing the lack of significance for the interac-
tion variable for the suburban-store sample.
Further agreement between the two response
measures is exhibited by the eta-square
values. Once again, we find that the size vari-
able figured most prominently In accounting
for variability on the response measure.

TABLE 19.—DESCRIPTIVE STATISTICS RELATING TO THE ABSOLUTE VALUES OF THE DEVIATIONS FROM THE CORRECT
RESPONSES FOR THE 6 PROBLEM SETS
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Nota: Entries may not add to totals due to rounding.
TABLE 17.—DESCRIPTIVE STATISTICS RELATING TO NUM-
BER OF CORRECT RESPONSES FOR THE 6 PROBLEM SETS
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TABLE 18.—SUMMARY OF F AND ETA-SQUARE VALUES
RESULTING FROM 2-WAY ANALYSES OF VARIANCE

Correct response F Eta-square
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Price..
Interaction.

1 p=0.21; for all other F-values, p<0.001,

Results for the first response measure are
presented in Table 17. They offer strong sup-
port for the hypothesized two-dimensional
model of difficulty in consumer price-com-
parisons. For the suburban-store sample, the
effects of the size and price variables, as well
as thelr interaction, are readily apparent in
the trends exhibited by the means for the
six problem sets. To a somewhat lesser ex-
tent, the same trend is evident for the means
of the inner-city store sample. As shown in
Table 18, a two-way analysis of variance on
the data of each store found the effects of
the size and price variables, and their inter-
action as well, to be highly significant (p<
.001). The eta-square values indicate that
the size variable played the major role in
accounting for the variance on the first re-
sponse measure.

Also of interest are the actual performance

tnner ~city store

Suburban store

sD
91 2 10.3
89 . 10.3
80 ! 10.1

In order to interpret the performance levels
on the second response measure, it is neces-
sary to compute a chance response expecta-
tlon for each problem set. To do this, we
note first that five different numerical values
(2, 4, 6, 8, and 10) were used (each with a
plus or minus sign) as correct answers in
each problem set, with each value being used
for one problem; thus, if we ignore signs,
a value of 6 would constitute the mean for
each set of correct answers. Next, it should
be noted that a chance response to any
problem would yield a uniform (rectangu-
lar) frequency distribution, the mean for
which would be 0. For any single problem
then, the chance response expectation (the
numerical difference between these numbers)
is equal to 6. For a total set of five problems,
the chance response expectation would be
five times this number, or 30.

Using this figure as a basis for comparison,
we find that the inner-city sample performed
at or below chance on four of the six prob-
lem sets. Indeed, only on the easiest problem
set (8P, : same size packages priced as sin-
gle items), did they score substantially above
the chance expectation of 30. The suburban-
store sample, on the other hand, performed
considerably above the chance expectation
on all problem sets, except those at the third
level of the size variable.

Since only a few problems were included in
each problem set, it is of interest to examine
the internal consistency of each set. This
“item analysis” was accomplished by com-
puting separate two-way analyses of varl-
ance on the second response measure for
problems at each of the five ordinal positions
in each set. The results of these ten compu-
tations (five for each sample) revealed sta-
tistically significant effects (p<.01) for the
size variable on all ten analyses; a similar,
although less marked, effect obtained for the
price variable, in that nine of the ten analyses
yielded p-values less than .05. Together these
two results indicate that the two-dimen-
sional model of difficulty in price compari-
sons received empirical support not only from
the findings for the total problem set, but
from the findings for the individual prob-
lems as well.

A final data analysis dealt with the ques-
tion of respondent motivation in performing
the problem-solving tasks. Earlier we found
that performance deteriorated on the more
difficult problems to a near-chance response
level for the suburban-store sample, and to
chance or below for the inner-city-store
sample. A possible explanation for this
finding is that these respondents did not
take the difficult problems seriously, and
simply responded in each instance by offering

the first answer which occurred to them. This
line of reasoning suggests that the time taken
by respondents on the problem sets at the
higher levels of the size and price variables
should be about the same as (or possibly less
than) that taken for the problem sets at
the lower levels of the two variables. An anal-
ysis of the total times for problem sets
yielded no support for this explanation.
While marked differences were found be-
tween the two samples, within-sample find-
ings showed a trend toward more respond-
ent time allocated to the problem sets at the
higher levels of the two variables, Looking
first at the first level of the price varlable,
we find that the problem-set means (in
seconds) for the inner-city store sample on
the first, second, and third levels were 56.7,
723, and 71.8, respectively; the correspond-
ing values for the suburban-store sample
were 69.6, 147.9, and 178.5. Looking next
at the second level of the price variable,
we find that the problem-set means at
the first, second, and third levels of the
slze varlable were 64.7, 87.5, and 89.2, re-
spectively for the Inner-city-store sample,
and 97.7, 1874, and 208.3, respectively for
the suburban-store sample. Two-way analy-
ses of variance for these results yielded
statistically significant effects (p < 01), for
the size and price variables for each of the
two samples.

In summary, the results for the two re-
sponse measures provided strong support for
the two dimensional model of difficulty in
price-comparisons, They also revealed that
the size variable had a greater effect on per-
formance than the price variable, Particu-
larly noteworthy were the high internal con-
sistency (for individual problems) and ex-
ternal consistency (for the two samples) of
these findings.

Discussion

In interpreting the findings of Study 2,
one may gain the impression that the re-
spondents’ performance would have been
error-free had they had dual-price informa-
tion available to assist them. However, this
would not appear to be the case., One of the
problem sets (S,P,: same size packages, sin-
gle-item price) called for the same computa=
tional operations as would a dual-priced
pmblem set (simply subtracting one single-
item figure from another), and this problem
set was not responded to correctly by all re-
spondents. Since the two problem sets make
the same operational demands on respond-
ents, the means for the S,P, problem set (2.8
for the inner-city-store sample and 4.3 for
the suburban-store sample) would appear to
be reasonable estimates of how well the re-
spondents would have performed on the
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various problem sets with the ald of dual-
price labels.

If we adopt these figures as our estimates
of performance under dual-pricing condi-
tions, we find that the respondents would
have benefited most from dual-pricing labels
for the problems at the third level of the
size variable. Indeed, when compared to the
means obtained at this level, our estimated
means under dual-pricing conditions are
about 4 times as high for the inner-city-store
sample and about 7 times as high for the
suburban-store sample. At the second level
of the size variable, the inner-city-store
ratio of means remains approximately the
same, while the suburban-store ratio drops
to a value of about 2.5, Thus it would seem,
if our estimate of performance with the aid
of dual-price labels is a tenable one, that
the addition of the labels would have sub-
stantially reduced errors on the more diffi-
cult problems in both test stores.

Is it likely that these results generalize
outside the experimental settings? An affirm-
ative answer is suggested by the unusually
high consistency exhibited across problems,
response measures, and samples. However,
before such a positive response can be re-
ported with confidence, we must examine
several potential threats to the external valid-
ity of the findings which are posed by sev-
eral artificial elements present in the test
store settings. First among them is the man-
ner in which the problems were presented
to the respondents. The problems were pre-
sented on cards; had actual packages on
supermarket shelves been employed instead,
it may well be that somewhat different mean
values would have obtained on the two re-
sponse measures for the six problem sets.
However, it is less clear that the ratios be-
tween the estimated dual-pricing means and
the obtained means for these measures would
have been markedly affected. In other words,
while a different mode of presentation for
the problem sets may have yielded an overall
increase or decrease in their difficulty level,
it seems less likely that the positions of the
problem-set means relative to the estimated
dual-pricing means would have been rad-
ically altered.

A second artificiality concerns the fact that
task motivation was induced by the instruc-
tions rather than by an expressed desire of
the respondents to compare prices. Had the
motivation been of a less artificlal character,
once again, we might have found an overall
increase or decrease in performance on the
various problem sets, but here, as before,
there is no reason to believe that the ratios
between the estimated dual-pricilng means
and the obtained means would have been
seriously affected by such a change in mo-
tivational state.

A third artificlal element was the multiple-
cholce nature of the price-comparison prob-
lems. It seems clear that a free response mode
would have resulted in even poorer perform-
ance than that which was found, and espe-
cially on the more difficult problems. Indeed,
when such a response mode was tried in a
pre-test of the interview schedule, many
respondents refused to solve the problems
at the higher levels of the size variable,
claiming that they were too difficult.

Finally, a fourth artificiality concerns the
cholces of multiple-item prices for the price-
comparison problems. Our selections were
limited to two-for prices even though higher
multiples are often employed by super-
markets, Had such higher multiples been
used, it seems safe to assume that the two
price levels would have differed by a larger
margin on the two response measures, It is
even possible that the eta-square values for
the price variable would have approximated
those for the size variable.

To sum up, while several artificial elements
were present in the two test settings, it does
not appear that they served to inflate mark-

edly the ratios of the estimated dual-pricing
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means to the means of the problem sets.
Indeed, in two instances, there is reason to
believe that these ratios might actually be
higher in other, non-test settings.

What significarce can be assigned to the
study findings? Perhaps of greatest practical
value is the data-derived inference that dual-
price-label usage is likely to result in a re-
duction in difficulty level for all but the very
easiest of price-comparison problems (those
with same-size packages and single-item
prices). Also noteworthy, both theoretically
and methodologically, is the operational
model provided for categorizing products
with respect to the difficulty they pose to
price-comparison shoppers. Once having
identifled the sizes and prices for the various
packages in a product class, one can deter-
mine the difficulty levels which are likely to
be associated with price comparisons of com=
peting package palrs. Such pairs would no
doubt include different brands in packages
of approximately the same size, as well as
different-sized packages of the same brand.

Policy implications of the two studies

In addition to the gquestion of economiec
feasibility (which was not considered in the
two studies) , two questions appear to be cen-
tral to policy discussions of dual pricing pro-
grams. These questions, which were posed in
slightly different form earlier in this report,
are as follows:

1. What proportions of shoppers would use
the dual-price labels?

2. How effectively would these shoppers
make shopping decisions without this aid?

Answers to these questions would un-
doubtedly prove helpful to those parties re-
sponsible for determining whether dual-price
labels should be adopted by American super-
markets. For example, assuming that costs
are modest, should we find that many con-
sumers use the labels, arguments for their
adoption would gain support. And indeed,
further support would result if the evidence
should reveal that shoppers are not able to
compare prices effectively without the ald of
dual-price labels.

What do the study results have to say
about these questions? With regard to the
first one, the results of Study 1 indicate that
a substantial minority of the suburban-store
sample and a somewhat smaller minority of
the inner-city-store sample reported that
they had used the dual-price labels while
shopping in the test stores. And it would
appear that most of these respondent-users
had continued to use the labels beyond the
early period of the dual-pricilng program.
Finally, most of the users in both test stores
reported that the labels were helpful, pri-
marily as a device for realizing savings In
their supermarket expenditures.

Interesting as these findings may be, it is
by no means certain that they would gen-
eralize to other populations and to future
time periods. Hopefully, future research with
other customer populations and other de-
sign parameters will provide answers to these
questions, While we await the results of
these studies, our findings should be viewed
with caution; they represent a first approxi-
mation of an answer to the question of what
proportion of the shopping public would
use dual-price labels.

The second of our two questlons is con-
cerned with how efiectively shoppers are
able to make price comparisons without the
dual-price-label aid. The results for Study 2
suggest that, except for the simplest com-
parisons (two packages of the same size,
priced as single items), shoppers are not
able to compare the prices of supermarket
packages eflectively without the aid of dual-
price labels. They further suggest that for
comparisons involving different-sized pack-
ages, dual-price-label usage 1s likely to re-
sult in a substantial reduction in difficulty
level; indeed, our figures indicate that label
usage may increase the number of correctly
made cost comparisons involving such pack-
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ages by factors ranging from 2.5 to 7. Our
findings also reveal that pricing practices
significantly affect the difficulty of consums-
er price-comparisons, In particular, pack-
ages which are multiple priced were found
to be more difficult to compare than pack=-
ages which were priced as single items.

Not only do the Study 2 findings relate
importantly to the second of our two gues-
tions, but they also shed light on the value
of past legislative efforts in the packaging
field. As indicated earlier, the Federal Pack-
aging and Labeilng Act of 1966 contains a
provision for adopting voluntary size stand-
ards by industry for products with an exces-
sive proliferation of package sizes. Since the
passage of this law, a reduction in package
sizes has resulted for some 30 product cate-
gories (Jensen, 1969).

Examination of the new package standards
for these products in relation to the Study 2
model of dificulty in price-comparisons, sug-
gests that these efforts to reduce proliferation
may offer little assistance to comparison
shoppers, and for two reasons. First, these
industry efforts have not dealt with pricing
practices. As a result, the potential benefits
of a reduction in the number of package
sizes may be negated by a supermarket op-
erator who chooses to price the new packages
as multiple items. Second, even though the
number of packages in a product class is
greatly reduced, comparison-shoppers are
still faced with the problem of comparing the
costs of different package sizes within the
product class. As indicated earller, our re-
suits revealed that comparisons of different
package slzes were very difficult for the re-
spondents in our two samples. And most diffi-
cult of all were comparisons of package pairs
for which the larger gquantity value was a
non-multiple of the smaller. Unfortunately,
many of the new package size standards
adopted by industry are of this non-multiple
force. For example, the values for toothpaste
(in ounces) are 1.75, 3.25, 5.00, 6.75, and 8.75;
the values for powdered detergents (also, in
ounces) are 20, 22, 49, 54, 84, and 92.

All this 1s not to say that Industry efforts
toward eliminating the proliferation of pack-
age sizes have ylelded no benefits to com-
parison-shoppers. The benefits, however, ap-
pear to be limited to price comparisons of
different product brands. With fewer package
sizes in a product category, it is more likely
that competing brands will be sold in pack-
ages of the same size; thus cross-brand com-
parisons should be facllitated. However,
once again, we note that this benefit may be
lost, in part or whole, if these packages are
multiply priced by supermarkets.

We conclude by noting that the findings
of the two studies have not spoken directly
to the question of what policy position
should be adopted on dual-price labels. This,
however, is not an appropriate role for re-
search on matters of policy. As Milllkan has
suggested: *“The purpose of social sclence
research should be to deepen, broaden, and
extend the policy-maker’s capacity for judg-
ment—not to provide him with answers
(1959, p. 167)."” By documenting consumer
reaction to dual-price labels in two super-
markets, as well as consumer performance on
a series of price-comparison problems, it 1a
our hope that the two studies have served
this purpose.
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APPENDIX A
Interview Schedules for the Two Studies

The three-page Interviews schedule em-
ployed in Study 1 appears on page 88, 89, and
00. Only one form (B) of the second page is
presented. Form A is identical to it except
that it lists a different set of products. (see
page 11).

A two-page interview schedule was em-
ployed in Study 2. Two forms of the first
page were used, one relating to problems at
the first level of the size variable, and the
other relating to problems at the second and
third levels of this variable. These appear on
pages 91 and 92. The second page of the two-
page interview schedule was identical to the
third page of the Study 1 schedule, which
appears on page 90.

APPENDIX B
An Analysis of Four Choices of Unit for
Dual-Pricing Programs

What follows Is a discusslon of the
strengths and weaknesses of various cholces
of unit for dual-pricing programs.

1. The Ounce: A Unlversal Measure

The one general-purpose measurement
unit for both dry and liquid products is, of
course, the ounce. The chief attraction of
this cholce of unit, both conceptually and
practically, is its simplicity. Only one unit
need be employed by supermarket personnel
in generating and displaying per-measure
prices and by the economy-minded con-
sumers who would make use of this informa-
tion.

The disadvantages, however, are several.
Interestingly, they are all manifestations of
a common underlying problem—the inap-
propriateness of this unit for the many super-
market products which are usually quantified
in larger units (e.g. granulated sugar, family
flour, and ligquid bleach). A first source of
concern is that per-ounce pricing for these
products may tend to create a false impres-
sion of negligible price differences across
package sizes and brands. For example, a
difference of a quarter of a cent per ounce
for two competing brands of family flour may
appear to be insignificant to a comparison
shopper. As a result, she may not take the
trouble to multiply this figure by the 80
ounces in the 5 1b. bag she is considering
buying, and thus not discover that a sub-
stantial savings (20¢) would be realized for
every five pounds purchased.

A second problem, touched upon in this
example, relates to the need for fractional
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cents or third-place decimals in the pres-
entation of per-ounce prices. The problem
here is not one of generating this additional
information but rather one of comprehend-
ing it. Consumers are accustomed to using
price-per-pound information in buying meat
and produce, but in these instances the price
presented is a concrete whole-cents or dollar-
and-cents figure; a fractional-cent figure,
however, is an abstraction whose meaning
may be missed by many consumers, and
particularly by those who lack the educa-
tional background to understand this in-
formation.

A third problem is that even with a full
understanding of per-ounce prices, compari-
son shoppers will often have to perform
highly complex multiplications and conver-
sions in order to translate the per-ounce
price difference between packages being com-
pared to the quantity being purchased. To
take a case in point, a consumer interested in
knowing the savings to be realized by buying
& large as compared to a small box of a
particular brand of powdered detergent,
would first have to find the difference in
price per ounce for two containers, next con-
vert the pounds-and-ounces units of the
large box to ounces and finally multiply the
per-ounce difference by the obtained number
of ounces, Should the per-ounce-price differ-
ence be a three-digit figure, and the number
of ounces in the large box, a two-digit figure,
the shopper in this example would be faced
with the nearly impossible task of multi-
plying a two-digit number by a three-digit
number in her head. And it should be noted
that while conversion from the larger unit
to ounces is usually facilitated by the pres-
ence of quantity information on packages
in both units (in the case of powdered deter-
gents, pounds and ounces as well as ounces
alone), this dual mode of presentation is
often not employed for large package sizes.

To sum up, it appears that per-ounce
pricing, while appealing on the grounds of
parsimony and universality, suffers from a
variety of deficiencles which would tend to
minimize substantial price differences for
many products, and perhaps more critically,
to pose real problems of mental arithmetic
(multiplication and conversion) for price-
conscious consumers. In additlon, the neces-
sity of deallng with fractional cents or
third-place decimals, a seemingly essential
ingredient in any per-ounce-pricing system,
would appear to introduce additional strains
on the cognitive processes of many consumers,

2. The Pound and Pint: Measures Based on
Product Contents

A step in the direction of remedying some
of the aforementioned deficiencies may be
realized by introducing one measure for dry
products and another for liguids. Since pack-
ages for most dry products are quantified in
units of a pound, this would appear to be
the natural choice for these products. For
similar reasons, the pint, or perhaps the
quart, would seem to be the logical choice
for liquid products.

‘While the three problems identified for per-
ounce pricing do not disappear with this dual
measure system, they are likely to be sub-
stantially reduced in magnitude, Since many
products are quantified in the larger pound-
or-pint units, one can expect less consumer
under-reaction to per-pound-or-pint price
differences, less need for fractional-cent in-
formation, and fewer and less complex multi-
plication and conversion operations. (Iron-
ically, it is entirely possibly that the pound-
pint system would cause purchasers of cer-
tain products to over-react to stated unit-
price differences. For products customarily
quanfified in ounce units, such as toothpaste,
frozen fruit juices, and instant coffee, the
dual-pricing system may well mislead many
unwary shoppers into believing that price
differences between packages are unusually
large.)
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8. Individual Product-Based Measures: The
Ultimate in Flexibility

A further step toward alleviating the prob-
lems of the per-ounce-pricing system would
be accomplished with the introduction of s
truly flexible system in which the choice of
unit would be individually made for each
supermarket product based upon the cus-
tomary quantification practices for packages
of the product. Such a system might well
employ ounces for instant coffee, pounds for
ground coffee, pints for liquid detergents,
and quarts for whole milk.

The expected gains in consumer under-
standing of unit-price differences and ease of
use of this information would be accom-
plished at a higher initial cost in establishing
such a variable-unit system. Individual
choices of appropriate measures would have
to be made for hundreds of supermarket
products and while many of these cholces
would be straightforward, many others would
not. A critical consideration here is whether
or not one unit or several are customarily
used to present quantity information for the
various package sizes in a product category.
For example, all instant coffee jars, regard-
less of size, are quantified by the ounce, but
bottles of liquid bleach typically use three
different units, namely the pint, quart, and
gallon. Thus the ounce would appear to be
the appropriate unit for instant coffee, but
it i1s not clear which of the three liquid bleach
units should be selected for this product.

In summary then, there is reason to be-
lieve that the cholce of units to present per-
measure prices may seriously affect consumer
comprehension and utilization of this infor-
mation. Per-measure-pricing systems which
use a single unit, the ounce, for all products,
would seem to be the least helpful to cost-
consclous consumers and systems which em-
ploy a variety of units, each individually
selected on the basis of the guantification
practices for the various products packages,
would appear to be the most helpful. Some-
where in between these two extremes we
would find the dual-pricing system employ=-
ing the pound as the unit for dry products
and the pint or quart as the unit for liquid
products.

It is of Interest to note that this discus-
slon of pricing systems is not entirely aca-
demiec, in that all three systems have been
used by supermarkets to present dual-price
information. If tests of consumer reaction
to these various systems are conducted, an
opportunity may be afforded for testing the
vallidity of the hypotheses set forth here.

Before concluding this discussion of per-
measure-pricing systems, let us look briefly
at a qualitatively different kind of system,
one which would offer consumption-weighted
unit prices to supermarket shoppers. With
such a system, the number of units of a
supermarket product consumed over a fixed
time, say a year, by a “typical family unit”,
would be estimated and this figure would
be multiplied by each of the per-messure
prices for the various packages in the product
category. The results of these multiplica-
tions would then be displayed on super-
market price labels. Thus, for example, if
we were to find that a “typlcal family” used
50 pounds of granulated sugar a vear, a 5
1b bag selling at 10¢ a pound would be as-
signed a value of $5.00, and a 10 1b bag sell-
ing at 8¢ a pound would be assigned a value
of $4.50.

The primary advantage of such a system is
that is calls the shopper's attention to what
may well be a more meaningful basis for

price comparisons for many supermarket
products. Instead of asking how much would

be saved by buying one package of Brand X as
compared to one package of Brand Y, a shop-
per using consumption-weighted unit prices
would ask how much annual savings would
be realized through the continued purchase
of one brand instead of the other. Without
consumption-welighted unit prices, a shopper
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might react similarly to identical price dif-
ferences between two brands of granulated
sugar and two brands of table salt; with
consumption-welghted unit prices, a larger
numerical difference would be presented
for granulated sugar than for table salt
(since more sugar is consumed by American
families), and as a result, our hypothetical
shopper may decide that only in the case
of granulated sugar would substantial sav-
ings be realized by buying the less expen-
sive brand.

What are the weaknesses of a consump-
tion-welghted pricing system? Perhaps most
critical is the problem of identifying a typi-
cal family unit with which shoppers from the
total spectrum of the American population
could identify. How is an elderly widow with
limited funds to interpret the 50 cents differ-
ence between the 5 and 10 1b. bags of sugar
cited In our example, when this difference
obviously relates to a family unit which uses
far more of this product than she does. Simi-
larly, how is a shopper for a large family to
apply the 50 cents figure to her household,
knowing that it severely underestimates the
annual savings she would realize by buying
the 10 1b. bag rather than the 5 1b. bag. And
even familles of the same size and composi-
tion as our “typical family unit"” would vary
considerably in their annual consumption of
various supermarket products. Ethnic and
regional constderations as well as individual
differences in personal and family style fac-
tors all contribute to the possibility that our
“typical family unit" would represent noth-
ing more than a statistical abstraction.

In light of these considerations, it is per-
haps not surprising that no supermarket has
experimented with a consumption-weighted
per-measure-pricing system. In addition to
the problem of selecting a “typical family
unit,” is the further problem of securing con-
sumption data for the hundreds of super-
market products used by this family unit.
Nevertheless, the system does offer certain

unique advantages to cost-conscious con-
sumers, and it would seem that an empirical
test of consumer reaction to a pilot pricing
program of this kind would be a most worth-
while undertaking.

ONE DAY IN THE LIFE OF
GUY VANDER JAGT

HON. ROBERT P. GRIFFIN

OF MICHIGAN
IN THE SENATE OF THE UNITED STATES
Thursday, April 15, 1971

Mr. GRIFFIN. Mr. President, in 1966,
when I left my seat in the House of Rep-
resentatives to run for the U.S. Senate,
the people of Michigan’s Ninth Congres-
sional Distriet wisely chose a very able,
young State senator as my successor, He
is Representative Guy VANDER JAGT.

Having followed the brilliant career of
Guy VanDER JacT from his high school
days, and having played a personal role
in encouraging him to enter politics in
the first place, I am not the least bit sur-
prised that in 5 short years Congressman
Vanper JAGT has established himself in
the House of Representatives as an out-
standing legislator, highly respected by
his colleagues on both sides of the polit-
ical aisle.

Mr, President, a very informative arti-
cle about Congressman VANDER JAGT ap-
pears in the current April issue of Har-
pers Magazine. I ask unanimous consent
that the article, written by John Corry,

be printed in the RECORD.
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There being no objection, the article
was ordered to be printed in the REcorb,
as follows:

OnE DAY 1v THE LIFE OoF GUY VANDER JAGT
(R.-MIcH.)
(By John Corry)

The Con is ready to tle his shoe-
laces, having walted, as he does every morn-
ing, until he has stepped on the escalator
that rises out of the bowels of the Longworth
House Office Bullding, where he has parked
his car, and is ascending to the basement,
where he can take an elevator to his office on
the second floor. The Congressman tles his
shoelaces with a certain grace and style, the
idea being that before he gets on the escala-
tor going up, he will glance at the escalator
coming down, and see if there is anyone on
it he knows. The Congressman is an affable
man, which is one reason he is a successful
politician, and he knows a good many people
in and about the House of Representatives,
which Is one reason he is a sound Congress-
man, and if he bends too quickly to tie his
shoelaces while he is on the up escalator, he
might pass without seeing someone on the
down escalator to whom he might want to
nod. There is a lot of civility in the House of
Representatives; and while this can be one
man’s , it is another man's good
manners, and without it the Congressmen
might fly at one another's throats and never
get around to doing any business at all. On
this particular morning the Congressman, an
intensely disorganized man who can get on
the escalator with a pair of socks or Jockey
shorts in one hand because he has forgotten
to pack them in the overnight bag he is
carrying in the other hand, is completely un-
encumbered, and so with both hands free,
and after saying hello to a Congressman who
was on the down escalator, he bends, ties his
shoelaces, and straightens himself up at that
precise moment he reaches the top. “There,”
he says, “I used six seconds that I might
have wasted.”

Now, this 1s whimsy, a ritual observed by
the Congressman only because he enjoys
observing it, and on this particular morning
there is hardly any need to save time at gll.
It is a day in December, the election is past,
and a new House, with fifty-six new mem-
bers, will convene in less than a month. In
fact, the Congress, having been sluggish in
its duties in the past year, is meeting now
mostly so that it can pass appropriations bills
that will keep the great creaking machinery
of government from going flat broke, and
there 1s not much of a sense of urgency
about even that. The Congressman, whose
name is Guy Vander Jagt, and who is a
thirty-nine-year-old Republican from the
Ninth District In Michigan, will spend his
day not being caught by the great questions
of war and peace, but by things that few
people outside his office have even heard of,
which, as any Congressman will tell you,
are the things that usually engage Con-
gressman anyway. A Congressman, you un-
derstand, is seldom allowed to be apocalyptiec,
which is a privilege ordinarily extended only
to writers, ideologists, and a few show-busi-
ness personalities; and although the mes-
slanic complex is rampant in the House of
Representatives, it is considered bad form
to show it, and a good Congresaman does not.
Consequently, on this quiet day in the House,
when, among other things, seven bills and
two resolutions will be introduced, when
thirteen bills will be reported, a dozen com-
mittees will meet, and an uncounted num-
ber of Congressmen will either fall flat on
their faces or run up some small and modest
triumphs, Congressman Vander Jagt, rec-
ognizing it all as a slow day, will not hurry to
his office, but will tarry, saying hello to as
many people as he chooses, and move through
the Longworth House Office Bullding with
the sure tread of a man who is absolutely
delighted to be precisely where he is.
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Vander Jagt was made to hold office, being
an old farm boy from Cadillac, Michigan who
was graduated from Yale Divinity School,
then left a pulpit to become a television news
commentator, and then left that to go
through law school and become a trial lawyer.
In 1965 he ran for the State Senate, first
telling the voters that if he won he would
hold no other job than elected office, and be
only a servant of the people. He did win, and
subsequently the members of the press gal-
lery chose him as the outstanding freshman
in the State Senate. When Senator Patrick
McNamara died in 1966, Congressman Robert
P. Griffin was selected to fill the vacancy,
leaving open his own seat in the Ninth Dis-
trict, and Vander Jagt chose to run for that.
The district, made up of eleven counties on
the western shore of Michigan, begins about
a third of the way up the coast of the lower
part of the state and stretches into the
Straits of Mackinac, which is close to the
wonderfully desolate Upper Peninsula of
Michigan.

The nice thing about Michigan is that
while politically it is thought of as being
mostly Detroit and a few outlying commu-
nities, it includes wvirtually every class and
condition of America, and Vander Jagt's
own district, which is mostly rural and Re-
publican, includes a county that ls mostly
urban and Democratic. Despite that county,
which he carries anyway, the only truly dif-
ficult election contests that Vander Jagt has
been in have been Republican primaries, the
first when he ran for the State Senate, and
the second when he ran for Griffin’s seat. In
that second primary, his opponent’s people
distributed a particularly scurrilous broad-
side which charged, among other things, that
Vander Jagt had been in and out of mental
institutions and that his wife had had some
unknown number of husbands before she met
him. In fact, Vander Jagt had never suffered
an emotional ailment and his wife had never
been married before, and other than intro-
ducing Vander Jagt to the particular ugliness
that gets entwined in the political process,
the broadside induced a good many Republi-
cans to vote for him. The Michigan Ninth has
a large number of what are sometimes called
burghers, who do not much care for dirty
pool, and the things that get to them the
most are the things that can either be dis-
missed as home-and-motherhood stuff or
be recognized as the serious concerns of
serious people, which as often as not is what
they are. Possibly, these concerns are most
apparent in Ottawa County, the southern-
most county in Vander Jagt's district, where
a man must search long and hard to find a
fifth of Scotch, and where most of the people,
like Vander Jagt, are of Dutch descent.

Vander Jagt, in fact, won his first cam-
palgn in Ottawa County, getting elected
president of the student body at Hope Col-
lege in the town of Holland, when a particu-
larly astute campalgn manager used the
slogan “Fly High With Guy,” and insisted
that the candidate appear before him each
morning fully and sultably clothed, Vander
Jagt even then having an unusual tendency
to look as if he had stood in the middle of a
room and his clothes had dropped on him at
random. At Hope, Vander Jagt also won near-
ly every speech contest that was open to a
college student, which was interpreted as a
sign that he would later make it in any of the
entertainment arts, all of which he more or
less did, while finding only polities sustain-
ing enough to stay with. Vander Jagt stayed
at Yale Divinity School largely because Rich-
ard Niebuhr was there, and he regarded Rich-
ard as a more interesting man than his
brother Reinhold.

Later, he left the pulpit of his Congrega-
tional church in Cadillac because he could
find nothing suitable to preach about death.
He left television because that was just an-
other branch of show business, and he went
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nhrough the University of Michigan Law
;choo? mostly out of perversity. A dean had
called him in on his arrival and said that
Michigan was the finest and toughest law
school about and that it was impossible to
get through without the utmost devotion
to law books and classes. The hell, Vander
Jagt had said, and subsequently made it a
point not to open too many books, and not
to be particularly diligent about classes
either. (Philip A. Hart, the senior Senator
from Michigan, is supposed to have gone
through Michigan Law School without open-
ing any books. He was graduated No. 1 in
his class; Vander Jagt, however, only made
it into the top quarter.)

When Vander Jagt left law school, he went
with Warner, Norcross & Judd, the biggest
and most prosperous law firm in Western
Michigan, and he was dolng just fine, until
one night, answering his own secret urgings,
he summoned his wife Carol and announced
that he wanted to go into politics. He did,
running that first race for the State Senate,
and being fortunate enough to have as his
Democratic opponent a civilized doctor with
money, who said to him, I have means, and
you have none; I shall not try to outspend
you, but we will debate together, and try
the campaign on the issues. This they did,
arriving separately with their wives at the
schools, Leglon halls, and churches of West-
ern Michigan, there to talk about issues and
call each other skunks and blackguards, and
then to steal away separately and unite for
a drink in some place where they would not
be recognized. The doctor is still the most
formidable opponent Vander Jagt has faced
in a general election, and the Democratic
party in the Michigan Ninth is a frail vessel
indeed. Once Vander Jagt ran against a
former minister, possessed of an enormous
voice, an old Phi Beta Kappa key that he
jangled a lot, and firm conviction that the
only thing worth talking about was the
peril of extending aid to parochial schools.

Another time he faced an apple farmer, who

began his speeches by saying, “Hip, hip,
hooray for America,” and never got much be-
yond that; and in this last election he was
up against a union official, who hardly said
anything at all.

Nonetheless, Vander Jagt has remained
an assiduous campalgner. In 1970, he re-
turned to his district forty-nine times,
speaking whenever he could get even two or
three to gather in his name, and faithfully
listening, noddling, and trying to accede to
each request from a constltuent, no matter
how loony. In the spring of the year, Carol
Vander Jagt organized a “Fry for Guy,” which
was a bratwurst roast In the sand dunes
alongside Lake Michigan, charged admis-
sion at §100 a couple, and raised $14,000 for
the campalgn. There was to be no other
money, although the Democratic organiza-
tion in the Ninth, which is really labor and
its Committee on Politlcal Education
(COPE), had more, and it was able to use
unions, their members and halls, and their
mineograph machines too. This made the
Ninth one of the few districts in the country
where the Democrats spent more than the
Republicans, although any Congressman
from the Ninth would still cherish an en-
dorsement from the conservative Americans
for Constitutional Action infinitely more
than he would one from the AFL-CIO,
Vander Jagt, in fact, had even asked Ameri-
cans for Constitutional Action for an en-
dorsement, and throughout the campaign he
carrled a copy of their telegram in his back
pocket, ready to whip it out at first sight of
an outraged conservative. Vander Jagt had
voted for the rat-control bill, and he had
voted against the supersoniec transport. He
had wvoted for the House version of the
Cooper-Church resolution, which would
have required the withdrawal of American
troops from Cambodia, and in his finest and
most independent hour he had been the only
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Republican to vote against a military appro-
priations bill. Still, a defeat was incon-
ceivable, and he knew it, and the Democrats
knew it, and so did everyone else. COPE's
campaign had not been particularly good,
and there were defections in lts ranks. One
night Vander Jagt debated a union leader
who stocd up and sald, “Well, I want you
to know that Vander Jagt 1s my friend and
I like him. In fact, I can’t think of much
bad to say about him. In fact, I can't think
of anything bad to say at all.” Then he sat
down. Still, politiclans' hopes are the most
fragile of things, and politiclans plunge easily
into despair. On election night, the first re-
turn was from a Democratic precinct in the
Democratic city of Muskegon; “214 for
Rogers, 115 for Vander Jagt,” a voice on the
phone said. “Don't tell Guy. It will only
worry him,” Mrs. Vander Jagt said, looking
stricken herself. Then she told him anyway,
and he looked stricken too. When it was all
over, however, he had won with 67 per cent
of the vote, and he had even carried Muske-
gon easily. The next morning Vander Jagt
was outside the gates of a factory, awaiting
the men as they came to work, and then
thanking them for their support.

S0, on this slow day in the Housze, Vander
Jagt enters the office on the second floor
into which he and his stafl lately have moved
from an office on the first floor. The new
office iz next to the one occupied by John
Buchanan of Alabama, and Buchanan is
supposed to have the best-looking secretaries
on the Hill, one of whom had reached an
ephemeral kind of fame by being dropped
from the staffl of Senator Joseph Tydings
after she had worked as a bunny in a Playboy
club. Now, machismo is lmportant to Con-
gressmen, being one of the things they use
to unite themselves when politics divides
them, and a Congressman is only paying
another Congressman a compliment when
he suggests that he, too, 1s full of machismo.
For days after he had moved in next to
Buchanan, Vander Jagt was visited by Con-
gressmen who would say, “Guy, you old
rascal, how did you ever manage to get this
office?” All of this upset Vander Jagt's own
girls, who are good-looking themselves, and
Vander Jagt, trying to do the right thing,
told them that they probably were more
efficlent than Buchanan's girls, which did no
good at all, A Congressman's stafl is enor-
mously important to him, handling his re-
guests from constituents and other suppli-
cants, and more or less seeing to it that the
Congressman does not disappear under a
welter of trivia. Among his other allowances,
a Congressman is permitted to hire up to
thirteen people, and to pay them a total of
$135,000. Vander Jagt has four secretaries
and an administrative assistant working for
him in Washington, and one full-time man
and three part-time people In his district.
Every so often, he gets in other people for
specific tasks (addressing Christmas cards,
for example), and he is planning to hire a
former professor of political sclence, who will
be something of an idea man. The Congres-
slonal bureaucracy measures and operates
itself under rules that no one man can ever
know, or for that matter ever want to know.
A Congressman, for example, is allowed tn
get a new steamer trunk at the start of each
session of Congress and one plant a month
from the Botanical Gardens. He is allowed
to spend up to £3,500 a year for stationery,
but if he takes the money and puts it in
his pocket, it is to be consldered Income. The
long distance calls from his office are mea-
sured by units, with one minute on the
phone being four units, and the office may
use up to 160,000 units every two years.

However, if the calls are made after 5:00
p.m. or before 9:00 a.m. on something called
the Federal Telecommunications System,
they are free. Salaries for staff people are
figured on a base pay, and although the
base pay of, say, an administrative assistant
may be only 87,600, his actual salary may

April 15, 1971

be £27,000. A Congressman is allowed one
free trip home every month, while mem-
bers of his stafl are allowed two a year, When
Vander Jagt first reached the House, he had
to supply his own curtains and wastebas-
kets. Bubsequently, the bureaucracy shud-
dered into actlon, and now gnomes from
somewhere bring them in for free.

““Guy, these are the calls so far,”” Peg Mar-
tin says to Vander Jagt. Mrs. Martin is the
doyenne of the staff, a pretty woman with
gray hair who reached the Hill In 1939, be-
came enchanted by it, and never left. She is
a discreet woman, married to a lobbyist for
the oil Industry, and one way or another she
may know everyone in government. When
her husband gave a party for her on her
thirtieth anniversary in Congress, even Wil-
bur Mills, chairman of the Ways and Means
Committee, came to celebrate, and Mills is
a man with such small use for parties that
he would grumble when President Kennedy
would invite him to dinner at the White
House. Now Mrs. Martin gives Vander Jagt
his messages, arranging them so that the
first he sees s ocne from Russell Train, the
President’s adviser on environmental prob-
lems. Vander Jagt calls Train, listens, and
says, “Russell, that's just wonderful. I'm
absolutely delighted, and thank you, thank
you, for calling.” Vander Jagt, you see, is
the ranking Republican on the Conserva-
tion and Natural Resources Subcommittee,
and about six months ago, the subcommittee
went to the White House environmental
people and discussed with them an old law
that forbade industry from befouling inter-
state waters, The law, in fact, had been
passed in 1899, but, like so many things in
government, had lain moldering until good
men would put their hands to it. Henry
Reuss, a Democrat, who is the chairman of
the subcommittee, brought the law up In
hearings, wrote letters about it, and then
went around and made speeches about Iit.
Vander Jagt, being a Republican, and there-
fore closer to the White House, kept talk-
ing to the people there, and two weeks ago
he got to Train at a cocktail party and in-
sisted to him that the 1899 law should in-
deed be resurrected. Now Train had ecalled to
tell him that the Administration would soon
issue an Executive Order, declaring that the
old law was official policy and that enforce-
ment machinery for it would be set up.
There is nothing simple about gcvernment,
and in the end the 1899 law will involve
three or four agencies (all of which will have
their own lobbyists), the Army Corps of En-
gineers, & couple of Congressional commit-
tees, and the delicate considerations of
partisan politics. Jobs will be created, reputa~
tions will collapse, and some staff people
will weep with frustration. Government is
like that, and it is easier to be apocalyptic
than to try to understand it.

Bo, feeling well pleased by Train’s call, and
after having disposed of some matters of no
consequence, Vander Jagt leaves his office for
the House gym. The gym, deep in the recesses
of the Rayburn Building, is unmarked, and
it is open only to Congressmen, who, in fact,
do a good deal of business there. It is where
they can be good fellows together and where
even the least of the Congressmen can ap-
proach a committee chalrman, naked and
alone in the steam room, and ask for a favor-
able ruling on his bill. Some Congressmen
spend more time in the gym than do others
and the Republican minority on the Publie
Works Committee, for example, meets there
in a more or less permanent caucus. Vander
Jagt himself is the president of the gym,
which he became when the other Congress-
men voted him the Bullshot of the Year
Award. This is an engraved cup that osten-
sibly is given to the Congressman who cheats
the most at a game called paddle ball, and
argues more over questionable line calls; ac-
tually, it is given as a mark of esteem, and
Vander Jagt treasures it. The only duty of
the president is to preside each year over the
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gym's annual dinner, which has been held
in eighteen different places in twenty years,
few establishments being willing to have the
Congressmen as guests more than once. At
some peint in the dinners, Congressmen be-
gin to soak their napkins ia their water
glasses, and then hurl them at other Con-
gressmen. The hilarity increases after that,
and otherwlise dignified men get themselves
sodden and bespotted, although the Great
Republic itself always survives.

Nonetheless, there is a majesty about the
House, even if it is not always apparent in its
members. It must always be remembered that
the curious ways of politics in the House,
unlike the Senate, do not allow for much
majesty, which is why Congressmen are in-
finitely more interesting and proportionately
more productive than Senators, who must
strike postures a lot. In the House, it is
sweatler, so to speak, and more intimate,
and there is more room for caprice. Vander
Jagt’s chief and abiding Interest, for exam-
ple, has been the environment, and his most
notable project has been the establishment
of the Sleeping Bear Dunes National Park, a
tract of 61,000 acres on the shore of Lake
Michigan. For years, Phil Hart had been in-
troducing a Sleeping Bear bill in the Senate,
and for years the Senate had been passing it.
In the House, however, the bill never got be-
yond the Interior and Insular Affairs Com-
mittee, whose chairman, Wayne Aspinall of
Colorado, always declined to report it unless
the full Michigan delegation, Republicans
and Democrats, would support it.

This the delegation always declined to do,
and Sleeping Bear would always die. Shortly
after the '68 elections, however, Vander Jagt
began to negotiate with the Secretary of the
Interior and with the Park Service over a
new Sleeping Bear bill, one that might please
everyone, and after ten mucnths of negotia-
tion he produced it, staying all the time in
touch with Hart, who was still laboring for
Sleeping Bear in the Senate. This annoyed
James O'Hara, & Dzmocrat, who was Hart's
closest colleague in the Michigan Congres-
slonal delegation, and he said that Hart
should be dealing with him and not with
Vander Jagt, who was, after all, a Republican.
Consequently, O’Hara said, he would have
nothing to do with Vander Jagt’'s bill, which
meant, of course, that Aspinall would then
reject It because the Michigan delegation
would be divided. Subsequently, a lobbyist
for the Wilderness Soclety got to O'Hara and
suggested that he introduce his own bill,
which the Michigan Democrats could sign,
while the Michigan Republicans could go
with Vander Jagt. O'Hara did, confusing
nearly everyone, and inducing John Dingell,
another Democrat, to say the hell with 1t and
sign both bills. Meanwhile, the Interior De-
partment, which had been working with
Vander Jagt on his bill, suddenly and inex-
plicably said that it llked O'Hara's better.
This enraged Vander Jagt, who, on demanding
an explanation, was told that the man in the
Interior Department who knew all about
Sleeping Bear was on vacation and that some-
one had made a mistake. The department
then reversed itself, and the O'Hara bill was
so amended that it really became the Vander
Jagt bill, even though O'Hara's name was still
on it. Chairman Aspinall, however, said that
a bill amended that much was a mess, and
he demanded that the Michigan delegation
produce a clean bill. Of course, he sald, it
would still have to be supported by the full
delegation. During all these peregrinations,
Martha Griffiths of Detroit, a Democrat, had
been lobbying for her own bill on women's
rights, which was stuck off in another com-
mittee. Mrs. Grifiths wanted everyone to sign
a discharge petition to force the committee
to release the bill, but O'Hara, very sensibly
saying that it was a bad bill, would not sign.
This so angered Mrs. Griffiths that she sald

she would not support the Sleeping Bear
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bill. But, Martha, Vander Jagt sald, that's my
bill. I know, Mrs, Griffiths sald, but that
man's name is on it. But, Martha, Vander

agt said. No, Mrs, Griffiths said. Nonetheless,
Mrs. Griffiths said that she would visit Aspl-
nall, and she did, telllng him that she really
did like the bill, but that she simply would
not sign anything that said O'Hara on top.
Aspinall, who is seventy-four, rather liked
the idea of Mrs. Griffiths coming to him that
way, and so he sald that his committee
would report the bill out, even withuut her
signature.

Falthfully, the committee did report the
bill, sending it to the Rules Commitiee,
which was to decide when it would be sent
to the House floor, where its passage would
be assured. There was, of course, no reason
to think the Rules Committee would delay
the bill, which had been the fruit of so much
labor and passion, but in the mysterious
ways of Congress, it did, and once again
Sleeping Bear was languishing, Bafled, Van-
der Jagt approached various members of the
Rules Committee, asking them why, and was
told that “Charlotte didn't like the bill,” al=-
though no one knew quite why. Now, Char-
lotte is Congresswoman Charlotte Reld of
Illinois, and she is not a member of the Rules
Committee, but she is a sunny woman, much
admired and liked, who was once the vocal-
ist on Don McNelill's old Breakfast Club radio
program. The members of the Rules Commit-
tee could not possibly know much about
Sleeping Bear, but they did know Mrs. Reld,
who has a summer cottage in the Sleeping
Bear area, and they wanted to please her.
Therefore, they were holding the bill back,
and they kept holding it back until Mrs.
Reid and Vander Jagt appeared formally
to argue their cases. Then the committee
locked its doors and voted in secret. When
the doors were opened, it was announced
that Sleeping Bear, finally, had triumphed.

It is noontime, and Vander Jagt is just
sitting down in the House restaurant, and
on the floor of the House the chaplain is
praying over those few members who have
gathered to open the day’'s session. Three
staff people from the White House happen
by, and one of them glumly tells  Vander
Jagt that “even cannons couldn't get the
Buchanan bill out of the Rules Committee.”
Congressinan Buchanan has sponsored a bill
that would put a new consumer-protection
agency more or less under the control of the
White House, while & competing bill by a
Democrat would make the agency more au-
tonomous, which the staff people plainly
don't want. A buzger sounds in the restau-
rant, and Vander Jagt frowns. The buzzer
means that a quorum call has been put forth
on the floor and that a clerk is about to read
the roll.

The Constitution says that Congress can-
not be in session unless a majority of its
members are present, and so any Congress-
man, at any time and for the most frivolous
of reasons, can ask the Speaker to check and
make sure there is a majority. There are gquo-
rum calls because a Congressman simply is
feeling irritable, or because he wants to de-
lay the day's business, or because he has
a friend who is making a speech and he
wants to roust the other Congressmen out
to hear it. There are quorum calls because
a Congressman is lonely and wants to see his
peers milling about him, and there are quo-
rum calls because someone wants to empty
the paddle-ball courts in the gym and then
dash down and get the center court. (For
his own reasons, H. R. Gross of Iowa asks for
more quorum calls than anyone else, and the
other Republicans, accepting Hd. R., sometimes
call him the *consclence of the House.”
Mostly, however, H. R. is just belng cranky.)
Consequently, Congressmen spend a good
part of their days walking rapldly along the
underground corridors that lead from their
office bulldings to the Caplitol, where they
run out on the House floor, shout “Present,”
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and then leave. It is usually a great exercise
in futility, and the Congresmen resent it, but
no one has been able to think of a way to stop
it. Quorum calls are part of a man's record,
and they are just not very well understood
outside of Congress. A Congressman does not
want his opponent in an election to be able
to ask where he was when the roll was called
that day, and so he goes cn making the quo-
rum calls. “In politics,” Vander Jagt says,
“if you even have to answer a charge, then
you've already lost."

Vander Jagt walts until the buzzer rings
a second time, which means that the clerk
reading the roll is up to the letter Q. Vander
Jagt has nicely calculated from all parts of
the Hill exactly how much time it will take
him to reach the floor after that second buz-
zer rings; from the restaurant, allowing for
all vagaries, he knows that he can wait about
two minutes, walk to an elevator, and get
there just as the clerk is ready to intone
“Vander Jagt.” Today this gives him time to
swallow his soup, unnecessarily tell the
waiter he will be back, and start for the
House floor in a dignified way.

Allard K. Lowenstein, the liberal New
Yorker who has just been defeated for re-
election after one term, wants to make the
quorum call too, and he is running. “Guy,” he
says, “can you think of anything more fool-
ish than a lame-duck Congressman in a
lame-duck session trying to answer a quorum
call?” Everyone knows Lowenstein, and for
days now, conservatives who might be ex-
pected to want to crucify a man of his pro-
clivities have been coming up and saying how
much they will miss him, Congress is a tough
house to play to, but Lowenstein, who as
much as any man had been responsible for
Lyndon Johnson's declision not to run again,
was something of a celebrity when he arrived,
and Congressmen like to have celebrities
about. Moreover, in terms of Congressional
politics, Lowenstein was an authentic radi-
cal, and conservatives always are pleased
when they meet someone they suppose to be
a radical—and then find he is a decent,
pleasant man. For one thing, it makes a con-
servafive feel good, convincing him that he
can get along with any man; for another, it
makes him feel daring. Every two years, the
Congressmen measures up all the new boys,
and if a new boy is supposed to have a spe-
cial dimension about him, he is measured up
all the more quickly. Ideologists do not come
out well, but Lowenstein showed he was a
genuine reformer, and certainly not just an-
other liberal politiclan, and the old boys
respected him for it. On Lowenstein’s first day
in the House, the late L. Mendel Rivers ac-
costed him and almost immediately began
waving three fingers in his face. Ho, ho, the
reporters in the gallery sald, Rivers is telllng
Lowenstein not to try any fancy New York-
Jewish-liberal stuff here. Actually, Rivers
was very courteously telling Lowenstein there
were three synagogues in his district in
South Carolina.

It is the 190th quorum ecall that Vander
Jagt has answered this year, and he shouts
“Present” and stal s to move off the floor.
Congressman Garry Brown stops him and
says he needs his vote on an amendment he
will offer in the afternoon, “I'll be there, Gar-
ry,” Vander Jagt says. Congressman Don
Clancy moves in hurriedly and says, “Guy,
don't go away. I've been designated to seek
your support for S8am Devine for chalrman
of the House Republican Conference.” Now,
this is & move by the more conservative Re-
publicans to put one of their own in a job
held by John Anderson, who is a moderate.
It is largely a ceremonial job, but most Con-
gressmen are moderates, and both the right
and left wings of Congress place great stress
on ceremonial victories. “I'm sorry, Don,’
Vander Jagt says, “but John Anderson is a

friend of mine. I've been in his home, and
he's been in mine."” “Okay, Guy, I under-
stand,” Clancy says, and almost certainly he
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does, friendship and personal loyalty being
recognized in the House as things beyond
ideclogy, and sufficient to justify nearly any
position. So Clancy does not try to persuade,
and Vander Jagt returns to lunch. He has
made the round trip in four minutes. There
is nothing but routine in front of him, and
he is a little bored, even though he is a
man who loves the House.

“Sometimes,” he says, “Ifeel as if T should
be paying for the privilege of being here.”
Congressman Pete McCloskey stops by, ex-
changes pleasantries, and mentions some-
thing about the Government Operations
Committee. A few days before, in an inter-
view with a reporter for the Los Angeles
Times, McCloskey had sald that it would be
a good thing for everyone if Nixon were chal~-
lenged in some Presidential primaries in
1972. Now, McCloskey has lean, tough good
looks, and the residue of a national reputa-
tion left over from the time he beat Shirley
Temple Black in a primary. Moreover, he is
a liberal Republican, and he was endorsed
by the New York Times in the last election,
which he then won with 78 per cent of the
vote. In the Interview he had not said that
he would enter a primary against Nixon, and
in fact he had said that he wouldn't be right
for it at all. Still, to be young, and to be &
politician, is to have a sense of the possi-
bility of all things, and it is also to think
of all the other politiclans who could get in
your way. So, what is McCloskey really think-
ing? Another reporter wanders up to him and
Vander Jagt. “Congressman McCloskey,” he
says, “have you had any trouble from the
White House on that statement about Nix-
on?” “I said it because I wanted to make
some trouble,” McCloskey says, moving away,
and looking leaner and tougher than ever.
“It was a good answer to a bad question,”
the reporter says to Vander Jagt, “except that
it didn't mean anything.” Vander Jagt, who
is young, and a politician, and gets men-
tioned himself when the Michigan Republi-
cans count their candidates, looks specula-
tive and says nothing at all.

It is early afternoon, and Vander Jagt is
alone in his inner office with Bud Nagelvoort,
his administrative assistant. Nagelvoort, who
was a market research assistant for a baby
food manufacturer in Michigan before he
joined Vander Jagt in Washington, speaks
very softly and very cautiously. He Is superb
at detalls and mustering all the small pieces
of information that go Into legislation, and
like many politicians, Vander Jagt is not.
Nagelvoort and Mrs. Martin are the only ones
in the office who will call Vander Jagt by
his first name, the secretaries always saying
“Congressman,” which is what Nagelvoort
and Mrs, Martin do, too, when strangers are
about. There is a deference shown to Con-
gressmen, and one of the truly sad things
in Washington is a Congressman who has
just lost an election and must now forgo
that deference forever, It is one reason S0
many of them never return to their dis-
tricts, but linger on in Washington, wralths
around their old privileges,

The police stop trafiic on Independence
Avenue so a Congressman can cross and walk
to the Capltol, even If it is only for one of
H. R.'s quorum calls, and they will give him
& number his secretary can call to fix his
traffic tickets. The clerks at Washington
National Airport will delay a flight for him,
and the telephone company will put “The
Honorable” after his name in the phone
book. A Congressman can find someone to do
something for him nearly any time, and while
this may not corrupt him, it can easily con-
fuse him. Politiclans, llke trial lawyers, want
to be loved for themselves, but a politician
can never be entirely sure that this is why he
1s loved, and so he has a harder time than
most of us. Like all great institutions, officlal
Washington sorts out men by their positions,
and the positions determine the esteem one
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man shows for another. There is nothing
wrong with this, and the Sacred College of
Cardinals does it too. In Washington, how-
ever, there are more positions to go around
than there are in the College, and while the
cardinals only get together once in a while,
the Washington people keep seeing one an-
other all the time. Since only the strongest
among them do not Judge themselves mostly
by the way the others treat them, they are all
greatly dependent on one another. Unhap-
plly for a politician, however, he cannot be
sure whether he is treated the way he 1s be-
cause of himself or because of his position,
and so he carries a burden that most of us
do not. In his soul, it vexes him.

Bud Nagelvoort, meanwhile, Is shuffling
pleces of paper: “Guy,” he says, “we have
this,” It is a confrontation they have each
day, Nagelvoort carrying in to Vander Jagt
the most recent memos, proposals, requests,
and stray pieces of information he thinks he
should know about, and Vander Jagt, after
considering each one, saying either yes, no,
let me see it, or put it aside. This day there
is a memo on the United States and Soviet
gpace programs. Vander Jagt wants to see it.
There iz more information on the Admin-
istration plan to help the railroads. He hesi-
tates, and Nagelvoort suggests that perhaps
he has read enough about it in the news-
papers. It 1s put aside. Someone will pro-
pose a bill to increase the number of family
doctors. Vander Jagt is interested. There is
a statement by another Michigan Congress-
man. He is not interested.

The Government Operations Committee
will vote on something while he will be out
of town. He will send a proxy. The committee
is sponsoring a trip to Puerto Rico. He is
interested. The offer expired last Sunday.
Oh. There are clippings on the Hope College
choir, new Republican officials in Michigan,
and pollution in the Great Lakes, and there
is a report on the Muskegon County sewage
system. He is interested in all of them. There
is a cable from a friend, a black artist, who
is on a trip to Africa. He has just been in-
vited for a showing In the Soviet Union.
Should he go. Certainly. There are twenty-
three pieces of paper, each one of consider-
able moment to someone or other, and if
Vander Jagt stops to be thoughtful over each
one he will do nothing else for the rest of
the day. His talent, however, is to extrapolate,
and then to decide quickly, which a good
politician ought to be able to do. On larger
matters, of course, it is more difficult.

When Vander Jagt voted against the super-
sonie transport, the White House was for it;
Gerry Ford, being the House minority leader,
was for it too, although like any sensible
leader he had said no more than, “Guy, we'd
like your support on this one.” Furthermore,
a factory in Muskegon fabricated metal parts
for the S8T, and the Republican county
chairman even worked there. What if the
chairman were to lose a stock option, or even
his job, if the SST were canceled? It was the
kind of question that can get to a Congress-
man and gnaw at him. Vander Jagt brooded,
wavered, and still voted against the SST.
Bhortly afterward, he learned that the men
who ran the factory had never cared for
him anyway, and indeed had supported his
opponent. This made his vote more tolerable
to him, although he wished he had known
about it before.

Now, of all things that can sway a Repubii-
can Congressman, a Republican White House
is probably the greatest, The White House,
however, is not one man; it is a warren, &

separate culture, of assistants, special assist-
ants, counselors, and all their deputies. Their

rules are unclear, and their authority never
exactly defined, but they can be the ultimate
source of factors and dispensations.

A Congressman, for example, is supposed
to be something of a public-relations man for
his district, and Vander Jagt once worked
White House sources for flve months to be
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allowed to present a pair of wooden shoes to
President Nixon as a gift from the people
of Holland, Michigan, who every year hold a
Tulip Pestival. (Vander Jagt also decided to
give the President a recording made by an
orchestra at Interlochen, a summer music
camp in his district. When he walked Into
Nixon's office, the wooden shoes in one hand,
the recording in the other, he said, “‘Mr.
President, I'd like to present you with this
wooden record.”) In 1869, on a trip home,
Vander Jagt met with some ecologists, urban
planners, and Muskegon County officials who
were trying to establish a new kind of sew-
age system to take the sewage that was
was*ing Lake Michigan and divert it to
fertilize barren land. It was a stunning plan,
with implications for every city in the coun-
try, and it was being delayed by opposition
in the state capital.

When Vander Jagt returned to Washington,
he met with the federal people Involved, and
then finally, and most ilmportantly, with
John Ebrlichman, Nixon's assistant on
domestic affalrs. Ehrlichman 1s one of the
better people in the White House; his soul
is not always torn by fear that his President
might not be reelected, and he can consider
an issue on its merits. Moreover, the Ehrlich-
mans are friends and neighbors of the
Vander Jagts, and Ehrlichman's daughter Is
their babysltter, and from more slender cir-
cumstances than these the fate of natlons,
much less that of a sewage system, has been
decided. Vander Jagt and Nagelvoort talked
to Ehrlichman for two hours about the
Muskegon proposal, and shortly thereafter
the whole federal bureaucracy became more
interested in it.

Nonetheless, the state government In
Michigan still was not ready to accept it until
Vander Jagt carried a letter from Nixon to
Governor William Milllken at his summer
home in Traverse City. The President told
the Governor that he was personally inter-
ested In the sewage system, and although
this was unlikely—the sewage system being
a highly complicated project, and Presidents
generally not having the time to study such
things—it was Realpolitik. Subsequently,
Milliken visited Muskegon, the state decided
it supported the sewage system, and the
federal government announced a $2 billion
grant to get it started. Vander Jagt came out
ahead too, when the League of Conservation
Voters, which 1s interested in how effective
a politician is, named him as one of only
seven Congressmen it was endorsing for re-
election,

A buzzer has sounded, signifying that a
vote Is forthcoming on the House floor, and
Vander Jagt leaves his office, falling into step,
as he does, with his neighbor, Congressman
John Buchanan. "“John,” Vander Jagt says,
“I talked to my man at the White House, and
his reading is that they couldn't get your bill
out of the Rules Committee with cannons.”
“That’s just not true,” Buchanan says, “and
I got an even more optimistic report only an
hour ago.” Vander Jagt speculates. This Ad-
ministration has not distingulshed itself
when it has counted votes beforehand, and
maybe it is wrong again. *“Well, I hope you're
right, John,” Vander Jagt says. “I certainly
hope s0,” Vander Jagt croszes Independence
Avenue (the policeman stops trafic for him,
of course) and he sees coming toward him a
Congressman he does not like, and who, for
that matter, does not llke him. They ignore
each other as long as they can, and then at
precisely the same moment, and almost im-
perceptibly, they both nod. Vander Jagt
keeps walking until he is In the shadow of
the Capitol. “I'll never be able to get along
with that guy,” he says moodily. Vander Jagt
quickens his pace, afraid he will miss the
vote, and when he gets to the floor he enters
on the Democratic, and not the Republican,
side. The clerk reading the roll is up to Udall,
and across the floor Vander Jagt sees the
Republican doorkeeper, Willilam Bonsell,
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grinning, and then very gravely taking his
index finger and poking himself in the eye
with it. Vander Jagt stops and ponders. He is
there to vote for a resolution that will limit
the debate on a housing bill that afternoon
to two hours. It is the 176th time this year
he has appeared for a record vote, and he
understands the resolution and knows how
he will vote.

Sometimes, however, dashing in from a
committee meeting, or getting up from
lunch, or running in from the paddle-ball
court, he has not known what the hell he was
supposed to be voting on, and even if he has
known, he has not known how he wanted to
vote. Bills tumble over one another in the
House, and some of them are so complicated
that only the staff, and perhaps a few Con~
gressmen, ever know what is in them. There
is no way that even the most conscientious
Congressmen can sort them all out, but they
are supposed to try, and so the Republicans,
at least, will turn to Bonsell. “How are we
going?" Vander Jagt will say as he runs past
him. “Well,” Bonsell will say, “Les and Gerry
voted yes"—Les being Leslle Arends, the Re-
publican whip—or “Everyone’s voting no,”
Bonsell will say, sounding a little cavalier
about it. So, there is Bonsell, still sticking his
finger in one eye and looking at Vander Jagt
with the other one, only now he is grinning.
His eye. Vander Jagt understands. “Mr.
Vander Jagt,” the clerk calls. “Aye,"” Vander
Jagt says.

The afternoon is waning, and Vander Jagt
is back in his office. A brigadier general from
the Corps of Engineers, paying a courtesy
call, was awaiting him when he returned
from the House, and they exchanged pleas-
antries, the general saying that the Corps
only took directions and did not set poliey,
and Vander Jagt agreeing, saying that of late
the Corps had been doing a marvelous job
against pollution. Then the two Democratic
counsels to the Conservation and Natural
Resources Subcommittee came by to talk
about the 1899 law that Russell Traln had
called about in the morning. The two coun-
sels are capable men who work well with
Vander Jagt and Nagelvoort, but after they
left, neither Vander Jagt nor Nagelvoort were
exactly sure why they had come. The two
counsels, after all, are Democrats, and they
had been concerned about who would ad-
minister the 1899 law, and at bottom this is
& political question. Vander Jagt and Nagel-
voort did not guite see it as a political ques-
tion, and they did not talk about it after the
two Democrats had left, but that was because
of the convention that allows party politics
to be present in all things in Washington,
while at the same time never acknowledged.
It is a sensible convention, and 1t allows
men to work together when they might oth-
erwise be inclined to argue.

Now Vander Jagt is returning telephone
calls. One Is to a manufacturer in his dis-
trict, who wants to object to an Administra-
tion plan for the Federal Aviation Agency.
The second is to a Republican county chair-
man in Michigan, who wants his support on
a candidate for the bench, and who finishes
by saying, “Vander Jagt for Senator in "76.”
The third 1s from a friend, who wants a
favor for his friend. The friend's friend is a
Democratic county chalrman in Vander
Jagt's district, who has just discovered that
he cannot get a loan from the Federal Hous-
ing Administration for a home on a private
road. The Democrat thinks this is unfair, but
he would feel foolish calling a Republican
Congressman about it, and so has asked
someone else to do it. Vander Jagt, who
knows that perhaps a third of the homes
in the county are on private roads, agrees
with the caller and says that he will check
into it. Now, it happens that Vander Jagt
plays paddle ball regularly with the chair-
man of the FHA, and after a game some-
time he will talk to him about it. The chalr-
man may or may not think that the law
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should be changed, but either way the Demo-
cratic county chairman will have his day
in court. Vander Jagt says it is a perfect ex~
ample of the way things get done In Wash-
ington.

The Members of Congress are scattered
about the floor of the House. They are meet-
ing in what is called the Committee of the
Whole House, and they are about to consider
the Housing and Urban Development Act of
1970. In appearance, Congressmen are dis-
parate, although they like to have their suits
well pressed, and there is an uncommon
number of cufflinks among them., There are
Congressmen who look like aging juvenile
delinquents, and there are Congressmen who
look like wheezing, belching rustics (and
who, in fact, turn out to be experts in the
arcanum of the tax structure, say, or the
tariff). Here there is a Congressman with a
spiky Kaiser Wilhelm moustache, who quotes
Shakespeare, and over there is a Congress-
man who won two Olympic gold medals, and
& little further on is a Congressman who
steals money. There are Congressmen who
can imagine themselves in no other place
than the House, and there are Congressmen,
a smaller number of them, who say the House
makes their souls wither within them. Here
is one, a younger man, exorcising his devils:
“There are three kinds of Congressmen. First,
there are the talented and gifted who will get
out because they can't stand the system.
Then there are the men with no talent, but
they have a good job and so they stay. And
then there are the men who are bright and
they stay, but for the wrong reasons. The
Rayburn dictum still works—if you want to
get along, go along—but the more docile you
are the more resentful you become, and it
becomes corrosive.”

There are Congressmen known by every
man and woman in the House, and there are
Congressmen so obscure they are known by
hardly anyone. Their single devotions to the
commonweal vary widely, and there are some
easily indictable on the grounds of moral
turpitude, but there is almost none who will
break his word to another Congressman. That
is considered the greatest of all sins, and the
second greatest is to sell another Congress-
man on an absolutely lousy idea. Therefore,
not everything produced by the House will
have a great deal of merit, but very little
will have no merit at all. It is a system that
makes the House handle smaller issues bet-
ter than it does larger ones; and a dedicated,
conscientious man can work his will on
small things, while he can wreck himself
fighting for large things.

Here is a Congressman, complaining of his
impotence: “When I first got here I was
shocked at the rudeness that committee
members would show to Administration
witnesses, and then gradually I became that
way myself, Look, I checked, and there are
only three computers in the House, and there
are 3,700 in the Executive branch. You walit
two hours so you can get a shot in at the
Secretary of Defense, and then it lasts only
five minutes. The only thing you know is
that you're getting from him, and
there’s nothing you can do about it. My
committee's staff is loyal to the chairman,
and the chairman will go along with the
Becretary. It gets down to where you ask
yourself, Should you even bother going to
a meeting when you know you won't get
anything from it?"

So, on this day, assembled to consider the
housing act, are people of many tempera-
ments and persuasions, most of them seri-
ously involved In their own separate projects
and few of them with deep knowledge of a
housing act, but none of them capable of
much surprise at what their colleagues will
bring forth. It is a big and complex bill they
are dealing with, and it has been drawn
up by the Housing Subcommlittee of the
Banking and Currency Committee. That is,
the original bill was drawn up by the sub-
committee, but at the moment Congressman
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Robert Stephens is rising to offer what is
called an amendment in the nature of a
substitute, which is 132 pages long and
which would replace the subcommittee’s bill,
and he is doing it with the subcommittee's
approval. Now Congressman Charles Jonas
stands, and asks if he can offer three amend-
ments to the Stephens amendment, and he
is told he can, but that he must walt. Con-
gressman Frank Brasco, however, is on his
feet, offering an amendment to the Stephens
amendment, and it is accepted. Now Con-
gressman Garry Brown is up, having waited
so far for tactlcal purposes, and he proposes
a substitute amendment for the Stephens
amendment, which, remember, was a sub-
stitute for the subcommittee’s bill.

Congressman Benjamin Blackburn, in turn,
rises to offer an amendment to the Brown
amendment, and then Stephens Is up again
to say that he thinks Congressman Black-
burn is attaching his amendment to the
wrong other amendment. Then Congressman
Olin Teague Is recognized so that he can
propose his amendment to the Stephens
amendment, and Congressman Blackburn is
making a parliamentary inquiry: whatever
happened to his amendment? Congressman
Robert Sikes then offers an amendment to
the Brown amendment; if that amendment
loses, he says, he will propose it for the
Stephens amendment.

At this point there can be no more than
a few members who clearly know what is
happening, and things are not helped greatly
when it Is announced that “the question is
on the substitute amendment, as amended,
offered by the gentleman from Michigan for
the amendment in the nature of a substitute
offered by the gentleman from Georgla.” It
is a time for visceral instincts, and Vander
Jagt knows only that, respecting Garry
Brown as he does, he will vote for whatever
it is he is proposing. Brown, meanwhile, has
demanded a teller vote, and he and Con-
gressman William Barrett, who opposes his
amendment, are appointed as tellers.

They withdraw up an alsle, and the mem-
bers who support Brown, the aye votes, start
to pass by in single file. Brown taps himself
on the chest, saylng “Omne,” and then taps
each Congressman on the back as he passes
by: “two, three, four.” Barrett, as is the
custom, is keeping his own count, and so
they are standing there in the aisle, antago-
nists in a kind of numbers game, with the
other Congressmen running by as markers.
“Ninety-four,” Brown says finally, and then
Barrett starts counting his no votes. He is
up to ninety-six, and waiting, when five more
Congressmen, found and summoned from
God knows where, come running up the aisle,
their arms outstretched, and point first to
Barrett, and then to Brown, and then back
to Barrett again. “One hundred one,” Barrett
says, In fact, he is confused, and so is Brown,
and so are two of the five Congressmen, who
had wanted to be on Brown's side. It does
not matter, of course, because Brown would
still have lost; but he is a professional, and
s0 his pride is a little touched.

However considerable his talents, Vander
Jagt is among the most forgetful of men,
seldom wearing an overcoat, for example,
because he knows he will leave it somewhere
behind him, and often leaving home in the
morning without his wallet, keys, or any-
thing else that might persuade a policeman
he is not a simple vagrant. Moreover, no
matter how readily he may grasp a compli-
cated plece of legislation, he is baffled by
nearly any inanimate object, and by time-
tables and maps as well. On Election Day
he was minutes getting into and out of the
voting booth because he was defeated by a
lever, and when he was new in Washington
he once had to call the police to guide him
back to his home because he had more or
less forgotten the way. Recognizing these
things, his stafl compensates for th:m, and
now Vander Jagt is sitting at his desk while
a secretary reads from a list, “EKeys?” she
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says, and Vander Jagt pats his pOCKeL.
“Tickets?" she says, and he picks up the
envelope ‘in front of him. Vander Jagt is
leaving town later in the evening so he can
speak in Chicago the next day, and the secre-
tary is leaving nothing to chance. A call is
put through from his outer office, and Vander
Jagt gets on the phone to talk to a friend
at the White House. The Rules Committee
has tled, 7 to 7, on Buchanan’s bill for the
new consumer-protection agency, and while
this means the White House won't be able
to get it now, it also means that it won't
have to accept Democrat Rosenthal’s bill,
and for this it is grateful.

Vander Jagt is not scheduled to leave
Washington until 8:00 p.m., and there are
now more than two hours strefching in front
of him, which means that he has time to go
to & party. If Vander Jagt chose to, he could
go to a party, or a reception, every night, a
Congressman always belng in demand for
something, but he has long since learned
that there is no profit in this, and so he
exercises discretion. Tonight the National
Space Club is holding a reception in the
Caucus Room of the Cannon Office Building
so that it can present trophles to Wernher
von Braun and the widow of Dr. Robert H.
Goddard, and as & member of the House Com-
mittee on Sclence and Astronautics, Vander
Jagt has been asked to attend.

The president of the Space Club is'a man
from Texas Instruments, and the first vice
president is from Boeing, and the host for
the evening is Congressman George P. Miller,
elhiairman of the Committee on Scilence and
Astronautics. Tt is a lobbying effort, and like
most lobbying in Washington it 1s terribly
en famille. (Washington, In fact, is terribly
en famille.) When Vander Jagt enters, the
first person he sees is Von Braun. “Wernher,”
he says, “the last time I saw you, you were
leading a conga line In New Orleans.” Von
Braun smiles, acknowledges the memory, and
then he is talking to someone about the stars,
a fine fiicker of fanaticism lighting his face,
and Vander Jagt is plainly Impressed. “Damn
it,” he says, “I know it's emotional, but I
want to be exposed to the emotional part of
it.”” A lobbylst wanders by, and tells Vander
Jagt that the werd is that George Bush of
Texas will be the next head of NASA, (Two
days later, Bush is appointed Ambassador to
the United Natlons.) Bill Anders, who flew
an Apollo spacecraft around the moon, falls
into conversation, and he says that when he
speaks o college students he emphasizes the
spirftual part of his journey, “Guys,” he says,
“when I looked back at the earth, then, boy,
I knew I wasn't the center of things.” In
the corner of the room, Von Braun is intro-
duclng his young son to Nell Armstrong, and
Mrs. Goddard is talking about her late hus-
band, and a Texas Congressman is hustling
a secretary from NASA, Vander Jagt is feeling
warm and sustalned, and as he leaves to go
to the alrport he bégins to talk about his
vision of a federal medical academy. He has
at the moment a great sense of the possibil-
ity of all things,

RETURN TO ISRAEL: A REPORT

HON. JONATHAN B. BINGHAM

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 7, 1971

Mr. BINGHAM. Mr. Speaker, my wife
and I reeently returned from a privately
financed factfinding visit to Israel—our
third trip fto that inspiring country since
1952, I have written a report to the con-
stitucnts of the 23d Congressional Dis-
trict of New York, which I represent, on
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some of our experiences and observa-
tions, particularly with regard to condi-
tions in areas now under Isrzeli control
due to the outcome of the 1967 war.
These reports were recently published
in two installments in the Riverdale,
(N.Y.) Press. I believe that some of the
observations may be of interest to the
many Members of Congress and readers
of the Recorp who share my conecern over
developments in the Middle East. My re-
port, therefore, follows:

BINGHAMS ARE OPTIMISTIC ON MID-EAST
PEACE PacT

(By Jonathan B, Bingham)

On a recent six-day visit to Israel, my wife
June, and I were once again heartened by
the remarkable achievements of this remark-
able country.

When we were first there, in 1962, we were
impressed that Israel was surviving at all,
faced as she was with seemingly impossible
economic problems. We wondered how the
Israeli leaders could sleep, not knowing how
they were going to pay for the next ship-
load of grain coming into Halfa harbor.

In 1064, we were struck by the amazing
economic and industrial growth that had oc-
curred in such a small and vulnerable land.
We saw the new agueduct built to carry wa-
ter from the upper Jordan to the Negev, and
the new cities created to accommodate tens
of thousands of immigrants from many parts
of the world.

In February 1971, what Impressed us most
was the calm and courageous way in which
the Israelis are moving toward a new era of
peace and stabllity, hopefully, for the Mid-
dle East. They know that such an era is not
likely to come tomorrow or the next day, but
it is, they are confident, on the way. The
trends are In the right direction.

The Israells, quite properly, take a long
view. With the perspective of thousands of
years of history, they are not golng to be
rushed Into acecepting arrangements for a
peace settlement that might collapse in five,
ten or 20 years and leave them once again
exposed.

All the same time, I belleve our State De~
partment is wrong in giving the impression
that the Israelis are being rigid and inflexi-
blen the face of a new spirlt of compromise
on the part of Egypt. The Israells are, indeed,
impressed with the drastic change In Egypt's
attitude since the death of Nasser, but they
are not for that reason going to be pressured
into agreements that would be unwise for
the future.

In particular, they do not want to be in a
position of having to rely on assurances made
by powers such as the Soviet Union and
France; they bave had sad experience with
the unreliabllity of some international
“guarantees” in the past.

Another trend that is highly favorable is
the declining importance of the Palestinian
terrorists, King Hussein has been able to re-
assert control in his own country. President
Sadat of Egypt has told the Palestinian
groups in no uncertain terms that they will
not be allowed to prevent a peace settlement,

Another factor which is weakening the ter-
rorists is the extraordinary job the Israelis
are doing in the West Jordan areas and in
the Gaza strip. Tens of thousands of Arabs
from the “West Bank” and from the Gaza
strip are working in Israell at far higher
wages than they have ever had and learning
that they can live in peace and prosperity
side by side with the Jews they were brought
up to hate and fear.

ISRAEL TODAY
(By Jonathan B, Bingham)

Like other recent visitors to Israel, June
and I were astonished at the open borders
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that exist, not only In Jerusalem, but be-
tween Israel proper and the ‘“West Bank"
areas. In Jericho, Bethlehem and Ramallah
we saw only occasional Arab policemen, no
Israeli troops. The Arab policemen wore the
only guns we saw.

We talked with distinguished Palestinians
who want to see an Independent Palestine
or a Palestine-Jordan federation, but who
are confident that such an Arab state could
not only live in peace with Israel, but could
benefit from Israel's thriving and labor-
Scarce economy.

Most astonishing of all is the situation In
the Gaza Strip itself. This area of 350,000
inhabitants, of which 200,000 are in refugee
camps, was totally stagnant under the
Egyptians, a breeding ground for bitterness
and hatred.

Today there is no unemployment. Anyone
who wants to work can get a job. In spite of
the efforts of the terrorists to stop them by
occasional grénade attacks, 16,000 Arabs from
Gaza are today working in Israel, commuting
daily or weekly.

Thousands more are employed in orange-
packing plants and other local industries,
financed by the Israelis and utilizing a new
power line.

The increasing fiuidity of the situation—
and the consequent growing of mutual con-
fidence and understanding—is illustrated by
the fact that Arabs from Gaza can readily
get permits to enter Israel and can travel
across Israel to the West Bank area without
any permits whatever. On the highway down
to Jericho, we passed perhaps 650 trucks
loaded with oranges from Gaza on their way
to Jordan to be sold there!

In recent months more and more Arabs
from outside have travelled to Israel, espe-
clally to visit the holy Muslim places in
Jersusalem. In my judgment, all of this ac-
tivity may in time be more important to the
future stability of the area than the docu-
ments that the statesmen may eventually
sign.

Here are a few additional items, In a dif-
ferent vein:

I used to complain that the Israelis don't
understand about good Jewish cooking, but
I'll have to stop saying that. The General in
command cf the northern Sinal gave us a
luncheon with his staff at his headquarters
In Gaza., The food was excellent and might
have come from a Riverdale delicatessen.

The Israells do things =o well that it's
almost a rellef when you see some one act
like a schlemiel. In Gaza our car was escorted
by Israeli jeeps fore and aft, out of an
abundance of caution. At one point on the
road the Colonel in command, who was riding
with us, suddenly told our driver to stop,
because he thought he saw an Israell soldier
picking an orange from a roadside tree.

This turned out not to be the case, but
while we were stopped, the forward jeep sped
ahead. About a mile down the road, one of
the soldliers looked around—and back they
came, somewhat sheepish.

The Church of the Holy Sepulchre has
been restored by the various church orga-
nizations responsible, and 1s far brighter and
less cluttered than It used to be. The magni-
ficient Muslim shrine known as the Dome of
the Rock is in the care of Muslims. Access
to these holy places is of course free to all.
This is in sharp contrast to the period from
1948 to 1967, when the Jordanian govern-
ment barred Israell Jews from the revered
‘Western Wall.

These various activities are being under-
taken by the Israelis, not because they want
to hold on to Gaza or most of the West
Bank, but because they want to show what
open borders and Arab-Jewish cooperation
can doc for all concerned. And of course word
of what is happening gets out to the rest of
the Arab world and has its impact.
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NATIONAL HOUSING CONFERENCE
RESOLUTIONS

HON. HUBERT H. HUMPHREY

OF MINNESOTA
IN THE SENATE OF THE UNITED STATES
Thursday, April 15, 1971

Mr. HUMPHREY. Mr. President, the
National Housing Conference is recog-
nized as a major force on behalf of the
public interest in the promotion of de-
cent housing for all our people and in
the revitalization of our cities. For many
years I maintained a close association
with the conference, including service on
its board of directors. I found this ex-
perience highly informative and thor-
oughly rewarding, and I greatly appre-
cited the opportunity to address the 40th
annual meeting of the conference, held
recently in Washington, D.C. Senator
SpargMAN graciously included the text of
my remarks in the Recorp of March 11,
1971.

On March 7, 1971, the membership
of the National Housing Conference
adopted a series of important resolutions
on poliices and programs in housing and
urban development. This extensive and
in-depth study of Federal programs and
legislation merits close attention by all
Members of Congress.

I ask unanimous consent that the com-
plete resolutions be printed in the

There being no objection, the resolu-
tions were ordered to be printed in the
REcorp, as follows:

THE 1971 NatioNAL HousiNG CONFERENCE:
RESOLUTIONS ADOPTED BY THE MEMSERSHIP
oF THE NATIONAL HoUusiNG CONFERENCE AT
ITs AnNuUaL Meering, MarcaH 7, 1971,
WasHINGTON, D.C.

SUMMARY OF MAJOR FOLICIES AND PROGRAMS
RECOMMENDED IN RESOLUTIONS OF NATIONAL
HOUSING CONFERENCE
We present the following summary of

some of the major policies and programs

which are recommended in the resolutions
adopted by the membership of the National

Housing Conference at its annual meeting

on March 7, 1971 in Washington, D.C, These

are covered in greater detail in this report as
recommendations under the appropriate
chapter headings listed in the index.

Full junding and use of all authorizations
1. The Administration’s appropriation re-

quests for housing and related urban de-
velopment programs for the Federal fiscal
year 1972 beginning July 1, 1971, are grossly
inadequate in relation to demonstrated
needs and backlog requirements of commu-
nities and private enterprise, as shown by
the following cuts:

a. The utilization of contraet authority for
low-rent public housing would be reduced
from $394 million authorized for fiscal year
1971 to $201; and to $207 million for fiscal
1972 Ifrom $417 million authorized for
fiscal 1972 (which includes the $193 million
carryover from fiscal 1971).

b. With respect to housing for lower in-
come families, the Administration requests
contract authority for interest subsidies un-
der the BSection 235 and Section 236 pro-
grams of only $175 million each as agalnst
Congressional authorization of $25 mlillion
additional for fiscal 1971 and £200 million for
fiscal 1972 for each program.

c¢. With respect to urban renewal, the budg-
et confirms that the $200 million additional
capital grant funds appropriated for fiscal
1971 have been frozen as to commitment In
fiscal 1971. The budget proposes that this
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$200 million be made available in fiscal 1972,
together with a new appropriation request
for $600 million.

d. With respect to the model cities pro-
gram, the budget requests no new appro-
priation for fiscal 1972. Since the budget
was published, the Administration has an-
nounced the release of $148 million of im-
pounded model cities appropriated funds in
fiscal 1971 and $288 million of such funds In
flscal 1872, Even at this rate, a total of $296
million of model cities appropriated funds
would be withbeld by June 30, 1972.

e. With respect to water and sewer grants,
the budget confirms that the $200 million in
additional funds appropriated for fiscal 1971
have been frozen as to commitment in fiscal
1971. The budget proposes that one-half of
these frozen funds be released or commit-
ment in the first six months of fiscal 1972,
No request Is made for additional appropria-
tions.

f. The budget message proposes new legis-
lation consolidating urban renewal, model
cities, rehabilitation loans, and water and
sewer grants in a new Community Develop-
ment Program, effective January 1, 1872,
upon which date the four categorical grant
programs would be phased out as to new
commitments. The budget requests a sup-
plemental appropriation of #$1 billlon for
the new Community Develrpment Program.

If enacted, the new Community Develop-
ment Program presumably would also ter-
minate large outstanding unappropriated
Congressional authorizations, namely: #1,-
927 million in urban renewal grants; $817.5
million in model cities supplementary
grants; and §1 billion In water and sewer
grants, in addition to $100 million in unex-
pended water and sewer appropriations.

2. The Budget actions taken in freezing
or cutting HUD funds for various programs
demonstrate the need to grant a higher prior-
ity in the allocation of natlonal resources to
the solution of the problem of housing and
community development. In view of the cur-
rent critical housing needs and the financial
crises in the cities, NHC urges action by the
Congress and the Adminlstration to assure
that the full amount of funds authorized by
legislation or appropriations will be released
and spent for housing and community devel-
opment programs.

Housing program to meet all needs and
achieve economic integration

3. NHC reaffirms its support for a single,
consolidated housing assistance program to
serve all families who cannot afford the cost
of housing on the private market. NHC be-
lieves that such a consolidated program for
assisted housing is necessary: to eliminate
the gaps In coverage created by the separate
income limits, construction and design
standards, income definitions, and rent re-
quirements; to reduce the administrative
workload and encourage wide participation
of housing sponsors and developers; and to
promote a polley of economic integration in
assisted housing which will eliminate the
segregation of low income families in hous-
ing for the poor.

4. The housing assistance program should
be based on a variable single subsidy which
would cover the total deflicits representing
the difference between (1) full operating costs
and debt service, and (ii) the ability-to-pay
of each family living in the housing up ta
the maximum established charge.

5. There should be a uniform definition of
income with deductions of the types previ-
ously allowable, along with a reasonable ratio
between income and required housing pay-
ments.

6. As a matter of principle, NHC recom-
mends that there be no income limits for
admission to assisted housing. NHC believes
that the most desirable and workable criteria
for the determination of income eligibility
for such federal housing assistance is the
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ability of a family in a local area to pay the
total cost of well-designed—but not luxuri-
ous—housing developed in that area, under
an appropriate income definition and a rea=
sonable ratio between income and regquired
housing payments. A family should receive
housing assistance to the extent that it can-
not afford the full cost of such housing.

7. If the Congress decides that it is neces-
sary to include an income limit on legisla-
tive authorizations and funding for subsidies
to assist housing, we recommend the follow=-
ing program relating to income limits (in-
stead of the one described in the preceding
paragraph). The following program also in-
cludes a subsidy formula which is necessary
to achleve economic integration and fill pres-
ent gaps and areas of unmet need.

a. The income limits for 80% of the dwell-
ing units should be the median income in
the area, with authority in the Secretary to
exceed the median by the amount required
in order to meet the housing needs of the
locallty based on its income and cost factors.
There would be no income limit for 20%
of the units in order to achieve economic
integration and enable housing develop~
ments to serve a cross-section of income
groups.

b. There would be a flexible subsidy for-
mula which would eliminate gaps in our
housing program and assure that there is
sufficient subsidy available to meet the
housing needs of people at different income
levels. In terms of the ratio of income to
housing payment, we recommend that all
families be required to pay 20 percent of
their income for housing. The amount of
subsldy to a family would be the amount
required to meet the housing expenses re-
maining after the occupant paid 20% of his
income for the housing. The amount of sub-
sidy allocated for an assisted housing devel-
opment should be based upon making dwell-
ing units avallable to a cross-section of in-
come groups, as follows:

(1) Up to 209% for occupancy by familles
or persons whose incomes are much below
the maximum Income limits and who re-
quire subsldies at or above the amounts
which have been available for rent supple-
ments and public housing. Based on their
payment of 20% of their income for housing,
this group would be eligible for a subsidy
in the amount required to meet the remain-
ing amount of housing expenses. To the ex-
tent needed, this would cover the principal
and interest payments on the mortgages
and a part of the operating expenses.

(i) Up to 20% for occcupancy by families
or persons who would not be subject to an
income limit. We propose to provide a sub-
sidy incentive for such families to live in
an assisted housing development with fams-
ilies of lower Incomes. For this group, there
would be a subsidy of 2%. At today's market
interest rate, these people would pay an ef-
fective interest rate of 5% plus the 15 of 1%
FHA premium, People in this group would
pay 20% of their income for housing ex-
penses up to a “maximum established
charge” which would refiect the 29 subsidy.

{1ii) The remainder for occupancy by fam=
illes or persons who are at or below the
median or higher income llmit established by
the SBecretary and who require subsidies In
the form of Interest assistance, Based on
their payment of 20% of their income for
housing, this group would be eligible for a
subsidy in the amount required to meet the
remaining amount of housing expenses. To
the extent needed, this could cover all of
their interest and the FHA Insurance pre-
mium. According to their varying needs, these
people would pay a monthly charge ranging
from 0% interest (with no FHA Iinsurance
premium) up to the maximum establizshed
charge which would reflect a 2% subsidy.

8. There would be a periodic reexamination
of income only for occupants who are paying
less than the maximum established charge, If
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their income increased, they would pay 20%
of the larger income, but not more than the
maximum established charge. With such a
charge which reflects a 2% subsidy and an
effective current interest rate of 5%, there
would be an incentive for residents to remain
in the housing community even though their
incomes increase. As a matter of public policy,
this is vitally important in order to achieve
greater stability in housing communities and
to maintain their economic Integration. If
people feel that they are permanent residents
of a housing development, they will take
better care of it.

9. By serving a broader segment of the
market through economic integration, a
housing development will be better able to
achieve racial integration.

10. The past practice of commlitting maxi-
mum subsidies has resulted in unused con-
tract authority because the commitment was
based upon the maximum amount needed for
everyone. The Senate Committee recognized
the undesirabllity of pursuing this practice.
Under our proposed program, the commit-
ment of contract authority would be based
on the estimated need based on serving a
cross section of income groups. There should
be a national reserve of a reasonable amount
of contract authority for commitment to
meet over-runs in subsidies above the esti-
mates. This reserve would be only a fraction
of the amount of unused authority under the
present system where all commitments antic-
ipate a maximum subsidy for everyone,

11. Eligible sponsors should be broadened
to include local housing authorities, region-
al or state agencies, in addition to those now
eligible; also local housing authorities should
be permitted to act as mortgagees, as is now
done by an increasing member of state
agencies.

12, NHC supports the princlples and objec-
tives of the Administration’s propesals for
simplification of the many federal housing
programs, but only if the legislation includes
the recommendations for a new flexible for-
mula for subsidies, better income-to-rent
ratios, achievement of economic integration,
and all of the other amendments described
in these resolutions.

13. If there 18 new legislation for the con-
solidation of housing programs and new
formulas as to income limits, subsidies, cost
Iimits and other matters, we emphasize the
urgent need to continue operations and hous-
ing production under the existing laws. Dur-
ing the tooling-up period under the new leg-
islation, and until the new programs become
fully effective and operational, all existing
programs should continue so that there will
be no interruption in HUD operations in view
of the need for a higher level of production
during the coming years.

14, The program recommended in these
resolutions would make housing avallable to
familles of all incomes. There would be no
gaps or areas of unmet needs in our housing
programs, Each family whose income is too
low to obtain decent housing would receive
the amount of assistance it needs to get such
housing. We must reach the unserved In-
come group below the level now eligible for
public housing or rent supplements. Like-
wise, we must avold a gap or area of unmet
need above the level now eligible for moder-
ate Income private housing assisted with fed-
eral interest subsidies or below-market in-
terest rates. To achieve these objectives we
urge the adoption of this program,

Equal housing opportunity and freedom of

choice

15. We should provide an opportunity for
freedom of choice in our housing programs.
The choice of individual or cooperative home-
ownership or rental housing and the choice
of city, suburban, mew town or country
living must not be limited by race, color,
religlon or mational origin. With housing in
each development available for a cross-sec-
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tion of income groups and a broader market,
we can provide freedom of choice to people
of all Incomes to select where they want to
live.

16. Community discrimination against sub-
sidized housing should be removed as it is a
most serlous constraint on the availability
of building sites for low and moderate income
housing. We recommend legislation which
would prohibit States and local public bodies
from discriminating against housing subsi-
dized by the Federal Government, whether
through legislative or administrative action.
The legislation should authorize suits by in-
terested parties, as well as the Attorney Gen-
eral, to enjoin such discriminating action.
The legislation should be strengthened by
providing for federal pre-emption of loeal
zoning upon an appropriate finding by the
Secretary of HUD, so as to require opponents
rather than proponents to initiate legisla-
tion.

17. We disagree with the President's state-
ment that government encouragement of
racial integration in the suburbs is not in the
national interest. We believe such encourage-
ment is in the national interest. We urge the
Administration to take afirmative action to
assure the availability of decent housing for
all Americans, regardless of race, color, reli-
glon or national origin.

18. The Federal Government should be au-
thorized to undertake housing developments
as a last resort where no other agency or de-
veloper is meeting the need in an area for
low and moderate income housing,

Community development program under
urban renewal

19. NHC supports a total community de-
velopment program under the urban re-
newal program which would be a compre-
hensive program prepared by the local com-
munity, including all physical developments,
rebuilding and rehabilitation activity, and
eligible for federal funding. The plan, if
approved, would receive federal funding on
a yearly increment basis, similar to that in
the Nelghborhood Development Program.

20. In the Community Development Pro-
gram, the locality’s application to HUD
would contain a three year forecast of finan-
clal assistance needed, including a one year
budget and program, and a request for a sec-
ond-year reservation of funds. In approving
the locality’'s application, HUD would provide
for a three-year Federal authorization, with
one year contract, a second year advance
reservation, and a third year forecast. They
would be updated annually.

21, The activities proposed for ineclusion
in a Community Development Plan extend
greatly beyond those now eligible under tra-
ditional urban renewal or the Neighborhood
Development Program.

Urban growth and new communities

22, NHC urges the full utilization of the
Urban Growth and New Communities De-
velopment Act (Title VII of the Housing and
Urban Development Act of 1970) to help take
care of the Increased urban population, re-
leve city congestion and provide building
sites at reasonable prices. There is an urgent
need for new communities which are care-
fully planned with housing, schools, jobs,
hospitals, recreational facilities and open
spaces.

23. NHC encourages programs of home
ownership. This includes cooperative owner-
ship of multifamily housing which produces
better communities, since the control and
responsibility rests with people who have a
stake and pride in their own housing de-
velopment,

24, Federal grants should be made to mu-
nicipalities and public agencies to cover im-
pact costs of providing educational, health
and other services which result from the
location of housing developments in an area.
The Federal grant should cover the addi-
tlonal costs involved which cannot be met
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from collections of full taxes or their
equivalents on the project. We recommend
payment of full taxes or their equivalents
on public and other assisted housing.

General Revenue Sharing

25. NHC recommends against any use of the
new General Revenue Sharing Plan to reduce
Federal grant funds which are urgently need-
ed—and should be increased—for existing
programs including: urban renewal; model-
cities; mass transportation; water and sewer
facilities; new communities; neighborhood
facilities; open space, urban parks, and urban
beautification; health; education; training;
or other vital needs. In short, the General
Revenue Sharing Plan should represent addi-
tional funds and there should be necessary
increases and full funding for all existing
Federal grant programs to meet housing and
urban needs.

26. NHC favors the President's proposal for
a 35 billion initial appropriation for the Gen-
eral Revenue Sharing Plan in order to meet
the urgent needs of States and citles, many
of which are facing financial crises. As to
increases above $5 billlon in later years for
General Revenue Sharing, NHC recommends
a formula in distributing these additional
funds which would encourage and reward
local governments that meet the national
objective of providing housing for the low
and moderate income groups.

Special Revenue Sharing

27. In his Special Message to the Congress
on March 5, the President recommended his
Special Revenue Sharing proposal for Urban
Community Development:

“The size of this fund in the first full year
of operation would be $2 billion. Cities would
be able to spend their money as they see fit,
provided only that they used it for commu-
nity development purposes.

“The four elements which would be com-
bined to form this new fund would be the
current programs for urban renewal, Model
Cities, water and sewer grants, and loans for
the rehabilitation of existing structures.”

28. As to the amount of the appropriation
requests for fiscal 1972 compared with the
actual appropriations for fiscal 1971, the
figures are as follows: the total authorizations
available for fiscal 1972 for these four pro-
grams is $3.75 billion, but the Administra-
tion's total appropriation request for fiscal
1972 for these four programs plus the new
Community Development Program is only
$1.64 billion.

290, NHC believes that Federal grants
should provide incentives to promote na-
tional programs and objectives relating to
housing and community development. The
adoption of the model cities program by al-
most 150 cities was largely attributable to
the Federal program of planning grants and
supplemental grants for model cities. Like-
wise, the participation of over 1200 cities in
the urban renewal program s largely at-
tributable to the Federal program of plan-
ning grants and program grants for urban
renewal.

30, With respect to the proposed speclal
revenue sharing program, we are deeply con-
cerned that many of these programs—with
their emphasis on serving the underpriv-
ileged and racial minorities—would be prej-
udiced by the proposed consolidation of the
categorical programs into a single commu-
nity development grant program under which
each local government would determine
which activity it elects to pursue. To pro-
vide incentives which assure the achievement
of national goals and programs, we favor the
continuance of categorical grants for each of
the four speclal purposes: urban renewal;
model citles; sewer and water; and rehabili-
tation.

31. However, we are in full agreement with
the President's principle that Federal grants
should be made available for use by states
and local governments 1.ithout Federal ac-
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countability or program supervision, except
for (1) compliance with non-discrimination
obligations and (2) the use of the funds for
the specific purposes of the grants with the
continuance of the four categorical grants
which we recommend. We urge that this
princple be applied to these categorical
grant programs so that they would not be
subject to Federal program supervision. In
short, there would be block grants for each
of the four categorical programs, with the
use of the funds limited only to the partic-
ular purpose of each grant and without Fed-
eral program supervision.

32. In the proposed Special Revenue Shar-
ing program the President recommends that
there be no matching grants. We oppose Spe-
cial Revenue Sharing for Urban Community
Development. However, if there were ade-
quate funding for the categorical grant pro-
grams, the principle of no matching local
grants would be meaningful as applied to
categorical grants. In that event, we would
recommend that no matching grants be ap-
plied in the continuance of the four cate-
gorical grant programs.

CHAPTER A. GENERAL STATEMENT OF PROBLEMS
AND OBJECTIVES

1. Since Congress enacted the Housing and
Urban Development Act of 1968, the Federal
Government has assumed increasing respon-
sibility for housing production. Nevertheless,
from 1968 to now the nation has suffered a
precipitous decline in its housing produc-
tion. Therefore, while careful studies under-
lylng the goal in the 1968 housing act in-
dicated that at least 2.6 milllon homes are
needed annually over the next ten years to
meet our housing shortage, our record of
housing production since then has been
disastrous. For example, in 1968, we pro-
duced about 1.6 million homes; in both 1969
and again thls past year, we only produced
about 1.4 million homes or little more than
half our housing need and goal. The percent
of these homes financed In some manner by
the Federal Government has steadily in-
creased while conventionally financed hous=
ing decreased. Recently some experts have
predicted that housing starts will rise to over
1,750,000 in 1971, We can achieve housing
starts of 2,000,000 in 1971 and accelerate pro-
duction thereafter to achleve our annual
housing goals if prompt action is taken to
carry out the recommendations in this re-
port, including prompt enactment of addi-
tional legislation and full funding for all
programs under past and future Congres-
slonal authorizations,

2. We are faced with an anomalous situa-
tion, There has been an increase in the Fed-
eral Government’s contribution to housing
and an increase in assisted housing’s propor-
tion of housing production, but at the same
time there has been a decline in total hous-
ing production. These Resolutions are ad-
dressed to identifying once again our con-
tinuing housing crisis, reviewlng our efforts
to amellorate that crisis, and suggesting im-
provements of existing programs. This Re-
port recommends programs designed espe-
cially to:

(a) Provide good homes for people of all
incomes In wholesome living environments
which are In keeping with our WNation's
standards and aspirations;

(b) Take action to revitalize our cities and
save them from blight and obsolescence; and

(e) Expand soclal programs, services and
Jobropportunities to improve the guality of
American life.

3. America's citles are in a crisis resulting
from the decay of decades and from faflure
to take action which will improve the quality
of American life. Many people are ill-housed
and live in despair and disillusionment. The
need for decent housing is at the heart of
our urban crisis. We must take vigorous and
immediate actlon toward achieving our goal
of providing good homes and good neighbor-
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hoods for all who are ill-housed. It is not
enough to build new housing or rehabilitate
existing housing, At the same time there
must be an expansion of social programs and
services for the people.

4. As a result of past fiscal restraints and
past tight money policles, housing has suf-
fered more than any other segment of the
economy. During the 1966 perlod of tight
money, the Council of Economic Advisers—
in its 1967 Report—said that the housing
industry bore 90% of the burden of credit
restraints. We call for an end to restrictive
economic policies that impose burdens on
housing to control our economy. It is not
equitable elther to deprive people of housing
or to make them commit to long term
mortgages bearing unfair and unreasonable
interest rates.

5. Past increases In interest rates and hous-
ing costs have excluded people from the
housing market who need homes but can no
longer afford them. The situation was fur-
ther aggravated by the increase in interest
rates to 81 % on loans under the FHA and
VA programs. During the first 10 months of
1970, the Consumer Price Index shows that
the home ownership component had climbed
9.1% as compared with a 4.6% increase for
the total Index. The rate of cost Increases in
housing has been double the rate of in-
crease in the total Consumer Price Index. As
a result of this increase in costs, housing
is beyond the reach of more families. Thus,
B0% of all new housing units produced
under $15,000 are mobile homes. In addition,
five years ago three out of every five Amerl-
cans could afford to own their own home.
With high interest rates, only two out of
every five Americans could afford to own
their own home.

6. There have been recent improvements in
the money market and reductions in inter-
est rates as evidenced by the cut in the Fed-
eral Reserve discount rate to 43;% and the
cut in the prime rate of major banking in-
stitutions to 53, % . NHC applauds the recent
actions by the Administration in three re-
ductions of the FHA-VA interest rate to a
maximum of 7%. We urge that the Admin-
istration continue to act from time to time
to make further reductions in this maximum
interest rate as promptly as possible. With
the measures recommended in this report to
help achieve further reductions in interest
rates, particularly Iin housing for those of
middle and lower incomes, we hopefully look
forward to the time when we can return to
a maximum rate on FHA-VA mortgages of
from 6% to b% which we had for many
years. As interest rates are reduced, it is
necessary to take measures to minimize or
eliminate discounts as recommended else-
where in this report.

7. While the law approves an average na-
tional goal of 2,600,000 units annually during
the next ten years, NHC urges that the aver-
age national goal should be 3,000,000 units
a year. NHC agrees an average of 2,000,000
units should be bullt annually for those
above the low and moderate income groups
who do not need federal assistance. However,
instead of an average of €00,000 units an-
nually for low and moderate income housing,
NHC recommends a goal of at least 1,000,000
units annually for these income groups—of
which half would be for the low income
group. Due to the present high housing costs,
many families need some form of housing
assistance even though they could afford
housing without such assistance under
normal conditions. Accordingly, this revort
recommends several special measures which
are required at this time to enable such fam-
ilies to obtain adequate housing at monthly
charges which they can afford.

8. In 1949, Congress establisheq the na-
tional goal to provide a decent home and
good environment for every American family.
Now, 22 years later, we are no closer to
achleving that goal. Instead of that goal be-

10579

coming a reality, it is a promise which ap-
pears further from fulfillment now, due to
the greater housing shortage and rising hous-
ing costs. There is a growing gap between
the monthly cost of housing and the ability-
to-pay of families. This is requiring them to
pay higher and higher percentages of their
income for housing. There is a special burden
on very low income families who often spend
more than one-third of their earnings to get
housing which is overcrowded or substand-
ard. Every American family has a right to
obtain decent housing within its means and
in a neighborhood of its choice. We need to
give the highest priority to fulfill our com-
mitment to this goal. In these resolutions we
describe in detail all of the programs and
actions required to achieve this goal,

8. In these times when there are so many
competing demands for the use of federal
funds and national resources, it is most sig-
nificant that Congress in the 1968 Act de-
clared that these programs should have the
highest priority. This Congressional deter-
mination is so important that we quote it in
full as a necessary introduction to these rec-
ommendations:

“The Congress declares that in the admin-
istration of those housing programs author-
ized by this Act which are designed to assist
families with incomes so0 low that they could
not otherwise decently house themselves, and
of other Government programs designed to
assist In the provision of housing for such
families, the highest priority and emphasis
should be given to meeting the housing needs
of those families for which the national goal
has not become a reality; and in the carrying
out of such programs there should be the
fullest practicable utilization of the resources
and capabilities of private enterprise and of
individual self-help techniques.” (Emphasis
added.)

For those familles for whom the national
housing goal has not become a reality, their
housing needs should be met by providing
them the opportunity to live in housing de-
velopments where economic integration is
being achieved under the program recom-
mended elsewhere in this report.

10. This declaration by the Congress recog-
nizes the need for a drastic realignment of
past priorities In our federal budget and
expenditures, since these housing programs
were given a lower priority than other less
urgent programs. Now the Congress had de-
clared that these programs should be given
the highest priority and there 1s a federal
commitment to take all action necessary to
achleve the goal of providing decent housing
for families with incomes so low that they
could not otherwise decently house them-
selves. To translate this highest priority into
reality takes firm and courageous action—
both by Congress and the President. NHC
urges that action be taken to earry out this
mandate.

Outline and ezplanation of succeeding
chapters of report

11. In succeeding chapters of this report:
first, we summarize the existing legislation
under each program and the authorizations
in legislation and appropriation acts; second,
we present our recommendations for legisla-
tive amendments and additional authoriza-
tions in legislation and appropriations; and
third, we present our recommendations for
administrative actions.

Sometimes the same subject matter is cov-
ered twice under different headings. Thus,
even though some subject matter is covered
in Chapter D relating to the Administration’s
Housing Bill and our proposed amendments
thereto, we felt it necessary to cover the
same subjects separately with respect to each
of the existing legislative programs, such as:
public housing; interest assistance under
Section 235 and 236; rent supplements and
urban renewal.

We cannot forecast whether Cogress will
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accept the Administration’s recommendation
to consolidate a number of programs as pro-
posed in the Administration’s bill. There-
fore, in order to make this report meaningful
and helpful in the legislative process, it is
necessary for us to separately identify our
recommendations:

(a) As we have done in Chapter D if the
Congress accepts the Administration’s pro-
posal to consolidate programs; and

{b) As we have done in the succeeding
Chapters E to DD if the Congress does not
accept the Administration’s proposal to con-
solidate programs.

CHAPTER B. ACTIONS NECESSARY TO ACHIEVE OUR
GOALS

1. Second Annual Presidential Report. The
Housing and Urban Development Act of
1968 required an annual Presldential Report
to Congress on progress toward meeting
housing goals. NHC is in full accord with the
emphasis placed by the Second Annual Re-
port* filed by President Nixon (President
Johnson filed the First Annual Report) on
the necessity of full funding for all pro-
grams in order to meet the housing goals
established by law. However, NHC believes
that the report falled to propose other neces-
sary solutions for some of the basic prob-
lems which must be resolved if these na-
tional goals are to be achieved.

First, the assurance of adequate financing,
at reasonable cost for the necessary expan-
sion of total housing production, particu-
larly for the production of low and moderate
income housing;

Second, the provislon of adequate sites at
reasonable prices to accommodate this un-
precedented production growth of housing on
a well-planned and economic basis; and

Third, the adoption of the additional meas-
ures recommended In this report.

NHC deplores President Nixon's decision
to Include all mobile homes in production
which is counted toward meeting our housing
goals. As stated in Chapter BB on Mobile
Homes, NHC belleves that the only moblile
homes that should be counted toward our
housing goals are those determined by FHA
to meet all design, construction and durabil-
ity standards so that they become eligible for
long-term mortagage financing of 30 years
on homes and 40 years on multifamily
housing.

2. Full Funding and Increases for All Pro-
grams. The first imperative for meeting our
housing goals is full funding and full use of
all authorizations contained in the housing
laws. We regret that President Nixon did not
request full funding and advance authority
for the interest assistance programs under
Bections 235 and 236 and Rent Supplement
Program for fiseal year 1972. In addition NHC
recommends that Congress act quickly on
HUD appropriation requests so that the De-
partment can operate programs in fiscal year
1972 at 1972 levels. Because of the veto of the
1970 Appropriation Act HUD operated some
six months into the 1971 Fiscal Year without
appropriations and was forced to operate
programs on 1870's levels under continuing
resolutions. In these unprecedented times of
housing shortages, NHC strongly urges sup-
plemental appropriations of all monies au-
thorized for all programs but not yet ap-
propriated. However, full funding of exist-
ing authorizations will not result in produe-
ing the Intended volume of housing because
of Increases in housing costs. We recommend
that the assistance authorization for all
housing programs be increased to offset the
advances in housing costs. We recommend
further increases In authorizations for all
programs to achieve NHC’s higher goals and
to make up for ueficlencies in past produc-
tion, as set forth in the chapters below.

8. Programs to Assure Adequate Financing

1The Third Report i1s expected to be filed
shortly.

EXTENSIONS OF REMARKS

jor Mafor Increases in Housing Production.
The record of the past two decades makes it
clear that the flow of funds for residentlal
mortgage financing has been and continues
to be determined by federal monetary and
fiscal policies. The principal sources of funds
for residential financing are derived from net
consumer savings which are deposited in the
institutions which make long-term mortgage
investments at a fixed rate of return. This
flow of savings under existing institutional
arrangements is subject to sharp fluctuations
based on competitive rates of return on other
investment outlets. Thus, in 1966 and 1967
the primary sources of residential mortgage
finanecing had great difficulty in financing
the mortgage requirements of approximately
$20 billion for the year on a total private
housing production at an average annual rate
of 1,250,000 units. By contrast, the total an-
nual mortgage financing requirements in-
volved in meeting the housing production
goals by 1978 will be approximately 53 bil-
lion at current price levels, but this under-
states the actual prospective requirements.
Even on the assumption of continued growth
in gross national product and in consumer
savings, this Indicated expansion of more
than 21, times the previous housing finance
requirements indicates that a broadened base
for residential financing investment must be
developed, The studies of this problem made
by the National Housing Conference have
led to the following recommendations in or-
der to step up housing production to a rate
necessary to meef our needs and goals in-
cluding the housing required for those of low
and moderate incomes:

(a) Full Use of Emergency Home Finance
Aect of 1970. We urge the full use of all
authorizations in the Emergency Home Fi-
nance Act of 1970. This includes the $250
million authorization for an appropriation
of subsidies to reduce interest rates on ad-
vances made by the Federal Home Loan
Banks to thelr members. It includes, for
each of the fiscal years 1971 and 1972, a $105
million authorization of contracts for sub-
sidies under the new section 243 program
which is intended to reduce interest rates
for home ownership by moderate income
families; however, the law should be amended
to provide for a subsidy which would reduce
the interest rate by 2% under the market
rate. It also includes a $1.5 billion increase
in the funds available for special assistance
programs of the Government National Mort-
gage Association (GNMA). Finally, it author-
izes the establishment of conventional sec-
ondary mortgage markets both by the Federal
National Mortgage Assoclation (FNMA) and
the Federal Home Loan Mortgage Corpora-
tion,

(b) Reduction in FHA-VA Interest Rate.
As stated above, we approve the recent ac-
tions by the Administration reducing the
maximum FHA-VA interest rate from B %
to T%. We urge the Administration to take
the lead in making further cuts in this in-
terest rate as promptly as possible. We fur-
ther urge the use and lberalization of the
authorizations in the Emergency Home Fi-
nance Act of 1970, in order to achieve the
lower interest rates which are necessary to
serve those who cannot afford a 7% rate.

(c) Par Purchase of Mortgages on Moder-
ate Income Housing. We also urge actions
by FNMA, GNMA and the Federal Home Loan
Bank to assure that sponsors will obtain
finaneing without paying discounts for proj-
ects to serve those of moderate or lower In-
comes. NHC recognizes that there may be
times when it will be impossible to sell FHA
insured mortgages at par in the private mar-
ket after reductions in the interest rates.
Therefore, if sponsors of projects are unable
to obtain finaneing at par in the private
market without paying discounts not cov-
ered by mortgage proceeds, the nonprofit and
cooperative mortgagors would have no way
to continue their initiation of low and mod-
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erate Income housing. Likewise, many limited
distribution sponsors are unwilling to under-
take projects involving such discounts be-
cause of the limited return which they ob-
tain on the projects. To meet this need,
Congress has authorized—and FNMA and
GNMA are effectively using—the Tandem
Program under which GNMA purchases at
par Section 236 mortgages and market-rate
rent supplement mortgages under Section
221(d)(3) for nonprofit and cooperative
mortgagors. This program should be ex-
tended as authorized in the 1969 Housing
Act, so that GNMA will purchase mortgages—
on any projects eligible for special assistance
under Section 305—at a price equal to par.

(d) Construction Financing. FNMA and
GNMA should continue and extend their
participation in construction financing on
moderate income housing., NHC applauds the
action of FNMA in taking a 95% participa-
tion in the construction financing, with an-
other mortgage Institution taking the re-
maining 5% participation and handling the
processing involved in construction loans;
such FNMA participations are available in
cases where either FNMA or GNMA issues a
take-out commitment. This program for
FNMA participation in constructlon assist-
ance should be extended to cover all projects
eligible by law for special assistance, in-
stead of being limited to projects involving
mortgages under Section 236 and Bectlon
221(d) (3) rent supplements.

NHC also applauds the actions of the Fed-
eral Home Loan Bank Board In making spe-
clal advances avallable to member savings
and loan asscciations for both construction
and permanent financing to produce hous-
ing for low and moderate income families.

(e) Assurance of Continued FNMA Partici-
pation in Low and Moderate Income Hous-
ing. We urge that FNMA be provided with
whatever additional authorizations are
needed to continue its indispensable pro-
grams in providing a market for Federally-
insured or guaranteed morigages. FNMA has
done an outstanding job in providing the
financing for mortgages under Section 236
and rent supplements.

In accordance with its Charter, FNMA has
established a special yleld-related price for
multifamily mortgages under Federally-as-
sisted programs of Bectlon 2368 or rent sup-
plements. Until recently, the special price
was 4 points above the market. However,
FNMA has reduced this differential to 234
points, so when a mortgage is selling below
9714, FNMA will no longer buy these mort-
gages at par. We recommend the restoration
of the 4 point differential.

If the Administration takes the lead in
making future reductions in interest rates as
we recommend, the price may temporarily
fall below par as it did after recent de-
creases in interest rates. Fortunately, we
have the Tandem Program to assure par pur-
chases of these mortgages on non-profit and
cooperative projects by GNMA when FNMA
does not take them at par, as described
above.

(f) Full I'mplementation of the Housing
Asszistance and Interest Control Act. NHC
applauds the passage of the Housing Assist-
ance and Interest Control Act of 1969. This
Act increases from $1 billion to $4 billion the
authority of the Federal Home Loan Bank
System to borrow from the Treasury. The

Act requires the Secretary of the Treasury
to use the authority, when alternative means

cannot effectively be employed, to permit
members of the Home Loan Bank System to
continue to supply reasonable amounts of
funds to the mortgage market whenever the
abllity to supply such funds is substantially
impaired during pericds of monetary strin-
gency and rapidly rising interest rates. The
Act contalns the following provisions:

(1) Regulation Q authority is given to the
Federal Reserve Board and the Federal Home
Loan Bank Board to establish flexible inter-
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est rate ceilings until March 22, 1971, We
recommend the full use of this authority and
a 2-year extension of the authorization.

(2) The President is given authority to es-
tablish credit ccntrols both on a voluntary
and mardatory basis. We endorse the full
use of this authority as a means of chan-
neling additional funds into housing pro-
duction,

(g) Investment of Governmental Trust
Funds in Mortgages for Low and Moderate
Income Housing. We suggest legislation re-
quiring governmental trust funds to invest
a portion of their loanable funds to finance
housing, particularly for low and moderate
income families., These investments would
include mortgages insured by FHA or VA
or bonds guaranteed by GNMA or HUD under
the 1968 Housing Act. The GNMA guaranteed
bonds would relieve the investors of the
burdens or costs of servicing the pooled-
insured mortgages securing the bonds and
would assure a full recovery of the funds
invested. Among the public trust funds to
be so invested would be social security Trust
Funds and Veterans Administration Funds
which are available for investment, NHC sup-
ports leglslation authorizing the use of VA
funds for investment in VA-guaranteed
mortgages.

(h) Investment of Private Financial In-
stitutions in Mortgages for Low and Moderate
Income Housing. Private financial institu-
tions should also be induced to invest a por-
tion of their loanable funds in mortgages
insured by FHA or VA or bonds guaranteed
by GNMA or HUD to finance housing or new
communities, with emphasis on projects
which serve moderate and lower income per-
sons and families. This would include private
pension funds, insurance company funds
and funds of flnancial institutions which
benefit from federal support or assistance.
These institutions should be induced to make
such investments. In the case of institutions
which obtain federal support or assistance,
it would be appropriate to enact legislation
imposing as a condition to such federal sup-
port and assistance, the requirement that the
institutions invest a certain proportion of
their funds in new housing. This require-
ment can be imposed in a manner which
would not work a hardship on the foregoing
funds because the housing securities would
yleld an attractive return and assure a full
recovery. Therefore, NHC again endorses
Chairman Patman's effort to establish a De-
velopment Bank funded by pension fund
contributions to make mortgage loans avail-
able for housing at reasonable interest rates.

(1) Investmenis by Universities to Up-
Grade and Improve the General Area of
Their Location. Major institutions such as
universities should be induced to invest por-
tions of their endowment or other funds to
improve the general area In which they are
located. These institutions should recognize
their responsibility to assist in upgrading
the housing and environment of such areas
in order to develop sound and attractive
local communities.

(}) Mandatory Purchase by the Federal
Reserve System of Securities Guaranteed by
FHLBB, FNMA and GNMA. We endorse any
legislative attempt to require the Federal
Reserve System to purchase securities guar-
anteed by the Federal Home Loan Bank
Board, FNMA or GNMA and utilized for new
residential mortgage financing. This would
be an addition to the Federal Reserve's
present authority to make purchases on the
open market. Since Federal Reserve's pur-
chase of obligations would be directly from
FNMA, GNMA and the Federa] Home Loan
Bank Board, this would assure that the
funds would be channeled directly into the
mortgage market when needed during
periods when we have monetary stringency
and rising interest rates, These obligations
would include securities issued against the
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pool of mortgages, debentures or other obliga-
tions,

(k) Continued support for a National De-
velopment Bank. NHC applauds the intro-
duction of identical bills by Chalrman John
Sparkman and Chalrman Wright Patman
(8. 580 and H.R. 3550) to establish a $20 bil-
lion “National Development Bank” to finance
public works and to provide loans for busi-
nesses and Industries and for low and mod-
erate income housing projects. Interest
charges on the Development Bank's loans
would be tled to the Federal Reserve Sys-
tem's discount rate. The Bank would be
capitalized by an appropriation of $1 billion
and could borrow up to twenty times the
amount of capital, or $20 billion.

(1) Continued Support for Home Owners
Mortgage Loan Corporation. We continue to
support H.R. 4176, introduced by Chalrman
Barrett and Congresswoman Sullivan. This
bill would create a Home Owners Mortgage
Loan Corporation (HOMLC) which would
administer a revolving fund capitalized at
$10 billion through appropriations of $2 bil-
lion a year for 5 years. It would make 30-
year direct loans with a maximum of

$24,000 bearing interest at not more than
615 %. We recommend a reduction in that
Those eligible for loans

interest rate to 5%.
would be:

(1) ~“Credit worthy" moderate income fam-
ililes unable to obtain mortgages at reason-
able rates of interest; and

(2) Familles with iIncomes not exceeding
$12,000, except that HOMLC would have
power to vary the income limit.

Existing FHA insuring offices would proc-
ess loan applications and existing lending in-
stitutions would service the mortgages for
no more than 14 of 1%. This bill—and other
housing legislation with income limits—
should be amended to provide for appropri-
ate deductions in determining family in-
comes.

(m) Mortgage-Backed Securities—GNMA.
NHC applauds the fact that more than $1.5
billion of mortgage-backed securities have
been sold during the first year’s operation
of this GNMA program to attract new sources
of investment capital into housing by GNMA
guaranteeing privately-issued securities on
home mortgage poocls. $1.3 billion of the
bond-type securities have been issued
through underwriters while $240 million of
the pass-through securities have been sold
through private placement. Another $500
million in applications for GNMA guarantees
for pass-through securities have been proc-
essed or are under review. NHC urges that
guidelines be developed to permit the pool-
ing of multi-family mortgages as backing
for the securities. Only single-family FHA and
VA mortgages have been accepted for pool-
ing so far in this program.

(n) Immediate Action to Utilize All Exist-
ing Legislation. We urge immediate admin-
istrative action and implementation to util-
ize all existing legislation—as described
above—in order to assure an adequate flow
of funds Into residential mortgage financing
and to reduce interest rates and eliminate
discounts on such financing. The Adminis-
tration should take such measures as are
necessary to shelter housing from the im-
pact of restraints or economic forces which
preclude an adequate flow of funds into resi-
dential financing at reasonable interest rates.
These actions are required to implement the
national housing policy and goals authorized
by law.

(o) Site Availability in Metropolitan and
Other Areas. We agree with the analysis in
the President’s Second Annual! Report on
National Housing Goals that community dis-
crimination against subsidized housing is
one of the most serious constraints on the
avallability of building sites for low- and
moderate-income housing. We support the
Report’s recommendation af legislation which
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would prohibit States and local public bodies
from discriminating against housing subsi-
dized by the Federal Government, whether
through legislative or adminisirative action.
We regret that the Administration did not
vigorously implement this recommendation.
We urge that the Administration propose
and the Congress enact legislation which
would achieve this objective. Sponsors of
subsidized housing need the assurance that
the Federal Government’s resources and pow-
er will clear away the constraints which are
imposed on their proposed projects simply
because they are intended for low- and mod-
erate-income families, They are usually un-
able to pay for protracted ltigation which
is now the only way to overcome this prob-
lem. NHC stongly endorses the recommenda-
tion of the Natlonal Committee Against Dis-
crimination in Housing adopted December
8, 1970.

After the submission of the Administra-
tion’s proposed bill. Secretary Romney rec-
ommended a further provision which would
have prohibited discrimination against sub-
sidized housing through local land use and
development controls in areas that lie in
the path of urban development. The legis-
lation would have authorized suits by in-
terested parties, as well as the Attorney Gen-
eral, to enjoin such exclusion where such
local action was inconsistent with local
plans. We belleve this proposal should be
strengthened and enacted. It should be
strengthened by providing for fedoral pre=
emption of local zoning upon an appropriate
finding by the Secretary so as to require op-
ponents rather than proponents to initiate
litigation. It should be applied to all local
areas that do not take affirmative action to
resolve their housing problems. Moreover, it
should not be dependent on local plans—
which may be silent with respect to local
housing needs—Iin order for the legislation to
be effective.

CHAPTER C. EMERGENCY HOME FINANCE ACT
OF 1870

1. Purpose. Because of the severe housing
shortage and sharp drop in housing starts
in 19689 and the continued low level during
1970, Congress passed the Emergency Home
Finance Act of 1970 as an immediate re-
sponse to the crisis. The Act was primarily
almed at relieving the middle income home
and cooperative buyer.

2. Authorizations in the Emergency Home
Finance Act of 1970.

(a) Subsidies to reduce interest rates. A
#250 million appropriation of subsidies is
authorized to reduce interest rates on ad-
vances by Federal Home Loan Banks to
members for their use in purchasing hous-
ing mortgages, primarily on new housing
but also on existing housing. The Board
will allocate funds and regulate their use.

(b) Federal Home Loan Mortgage Cor-
poration., The Federal Home Loan Mortgage
Corporation (“FHIMC") is created and has
power to purchase and make commitments
to purchase residential mortgages from any
Federal Home Loan Bank, the Federal Sav-
ings and Loan Insurance Corporation, any
member of a Federal Home Loan Bank, or
any other financial Institution whose
deposits or accounts are insured by an
agency of the United States. The Corpora-
tion can purchase eligible conventional
mortgages and single-family and multi-fam-
ily mortgages Insured by FHA. The Corpora-
tlon is authorized to issue notes, debentures,
bonds, or other obligations and mortgage-
backed securities guaranteed by GNMA.

(c) Home Ownership for Middle Income
Families—Section 243. The Act establishes
a new Sectlon 243 to provide Iinterest re-
duction payments on behalf of middle-in-
come purchasers of homes or memberships
in Section 213 cooperatives. Interest subsidy
payments will be on mortgages on which the
mortgagor makes monthly payments to-
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wards principal and Interest equal to an
amount which would be required if the
mortgage bore an effective interest rate of
7 per centum which the mortgagor could
pay by applying at least 20 per centum of
his income towards homeownership ex-
penses. Monthly homeownership expenses
include the monthly payment for principal,
interest, mortgage insurance premium, in-
surance, and taxes due under the mortgage.

The aggregate amount of contracts to
make payments cannot exceed amounts ap-
proved in appropriation Acts and contracts
for such payments are authorized for $105,-
000,000 during the period prior to July 1,
1971, which amount is increased by an ad-
ditional $105,000,000 for additional contracts
prior to July 1, 1972,

(d) FNMA Conventional Mortgage Market.
FNMA is authorized to establish a conven-
tional secondary mortgage market. Mortgages
are limited to a 75% loan to value ratio, un-
less (1) seller keeps a 109 participation, or
(2) the excess is privately insured, or (3)
seller agrees to rebuy or replace the mortgage
on default, as FNMA may require. A House
provision barring financing when this might
inhibit HUD special assistance was replaced
by language to the same effect in the confer-
ence committee report.

(e) FHLMC Conventional Mortgage Market.
The Federal Home Loan Mortgage Corpora-
tion is established to handle an FHA-VA and
conventional secondary market. The same
provisions apply to its mortgage purchases
as FNMA's, The Corporation is subject to
GAO audit.

(f) Increased Special Assistance. Special
Assistance Funds are increased from $2 bil-
lion to $2.756 billion, plus $750 million of ad-
ditional authority which is transferred from
Program 14 which Involved mortgages on
new homes. This total increase of 1.5 billlon
is available for any tandem plan use.

(g) Program 14 for New Homes. The par
purchase requirement was removed for the
funds left in Program 14, thus opening that
program for wider use in the purchase of
mortgages on single-family homes. The pro-
gram’s mortgage celling is increased to Sec-
tion 235 levels.

(h) GNMA Purchase of 236 Mortgages.
GNMA may buy Section 236 multifamily
mortgages above its $22,000 unit limit where
projects have the benefit of a local tax abate-
ment program.

3. Authorization in Appropriation Act, Of
the $250 million authorized under Title I to
reduce interest charges for members of the
Federal Home Loan Bank System, $85 mil-
lion has been Included in the appropriation
act authorization for fiscal year 1971.

Of the $105 million of contracts authorized
for the first year under the new Section 243
program, there has been no request as yet
to embody this authorization in any appro-
priation acts.

4. Recommendations.

(a) Legislative Amendments. NHC recom-
mends an amendment to Section 243 which
would provide for the use of the subsidy in
order to achieve an effective interest rate of
5% instead of 7% for those people who need
this larger subsidy to meet their remaining
housing expenses after spending 20% of their
income for home ownership expenses, utili-
tles and maintenance. To provide an incen-
tive which would help achieve economie in-
tegration, the amendment should provide a
preference for people who will buy in a sub-
division or housing development serving mod-
erate and lower income famlilies who receive

< the benefit of larger Interest asslstance or
other subsidies. This program is needed for
FHA-insured mortgages since the $250 mil-
lion FHL Bank program reduces interest rates
only on conventional loans made through
saving and loan associations.

(b) Additional Authorizations in Appro-
priation Acts. After adoption of our proposed
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amendment to provide 243 subsidies to re-
duce the effective interest rate from the cur-
rent 7% to 5%, NHC urges the passage of a
supplemental appropriation act which would
include the $105 million contract authori-
zation for Section 243 for fiscal year 1971 and
an authorization of $1056 million of addi-
tional contracts for fiscal year 1972, NHC
also urges the appropriation of the #1656 mil-
lion balance of the subsidy authorization to
reduce interest rates on advances by the FHL
Bank to its members for use In purchasing
housing mortgages.

(e) Administrative Actions.

(1) NHC urges HUD to establish rules and
regulations pursuant to Section 243. NHC
urges that the Secretary set no income limit
for eligibility for assistance under Section
243.

(ii) NHC urges that the Federal Home
Loan Bank Board modify its rules so its
members can purchase a larger percentage
of mortgages on multifamily housing. Such
housing has become increasingly important
in meeting the needs of the middle-income
group.

(1i1) Regulations should be issued prompt-
1y to implement the FHL Bank program of
subsidies to reduce housing costs by $20
monthly.

(iv) These regulations should make it clear
that cooperatives are eligible for assistance.
The income limits should be at least 150%
above the median income in the area.

CHAPTER D, ADMINISTRATION'S PROPOSED HOUS-
ING AND URBAN DEVELOPMENT BILL

I. Introductory statement

In the succeeding chapters we will discuss
existing housing programs as authorized by
different sections of the National Housing
Act. The multiplicity of statutory section
numbers evidences the variety of programs
which were enacted In past years, It is
evident from the history of the federal hous-
ing programs that no comprehensive plan or
design was employed in the development of
these programs and that each legislative pro-
gram was enacted to meet a particular need
that appeared urgent at a particular time.
Consequently, there are gaps and areas of un-
met housing needs due to the deficiencies in
our housing legislation.

Last year the Administration proposed
legislation to consolidate and simplify exist-
ing programs. In this year's Budget Message,
the President made the following statement
concerning the Administration’s proposed
housing bill:

“The housing industry has already begun
to lead our economic « xpansion. Fiscal and
monetary actions taken in the past year have
resulted in a significant easing of mortgage
interest rates. Federal policy must help this
industry meet the pent-up demand for hous-
ing.

“The effectiveness of our housing programs
will not be improved by merely continuing
to increase Federal subsidies. The programs
must be simplified and fitted into a rational
framework. Inconsistencies must be removed,
along with the obsolete rigidities in statutes
that at “imes prevent programs from operat-
ing at all.

“The Administration will agaln propose
legislation to carry out these badly needed
reforms, which I urge the Congress to enact.”

In this chapter we briefly summarize the
provisions of the Administration’s bill in the
form which we believe is now contemplated
for introduction this year. It should be rec-
ognized that this summary may not accu-
rately reflect the final bill as introduced In
view of changes that may be made before
the Administration sends the bill to the Hiil.

In this chapter we are recommending new
and amendatory legislation—some of which
may be finally embodied in the Administra-
tion’s bill—to eliminate gaps due to deficlen-
cies in existing legislation and to assure the
availability of housing to meet the needs of
people at all income levels.
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II. Purpose and summary

1. Purpose and Goals: According to Secre-
tary Romney, the Administration's proposed
bill is “an effort to deal with the overall
housing picture” and seeks to achieve the
following goals:

(a) To consolidate existing HUD programs
for low, moderate, and middle income fam-
ilies.

(b) To eliminate unnecessary bureaucratic
requirements and establish uniform criteria
for subsidized housing programs.

(¢) To base eligibility limits and construc-
tlon requirements on income and cost factors
prevalent in the community.

2. Consolidation and Simplification: The
Administration states that its housing pro-
posals would (a) consolidate authorities
throughout existing law into a number of
broad programs, (b) eliminate duplicate
authorities, and (c) improve existing opera-
tions and subsidy programs. The number of
existing FHA programs is reduced from ap-
proximately 50 to 8. Replacing some 40 ex-
isting authorities dealing with home coop-
erative and rental housing are one new pro-
gram to cover all unassisted home mortgages
and one new program covering all subsidized
home mortgages; and one program each for
the unsubsidized and subsidized rental and
cooperative projects.

3. Major Substantive Changes:

(a) Pinancing Off-Site Components: The
Secretary would be authorized to insure
advances of mortgage funds during con-
struction or rehabilitation to cover the cost
of materials and components which are as-
sembled or stored away from the construc-
tion site. This extension of insurance asuthor-
ity 1s expected to facilitate the financing of
Operation Breakthrough type projects which
require substantial off-site assembly of com-
ponent units.

(b) Flexible Mazimum Mortgage Amounts:
The various statutory dollar limitations on
maximum mortgage amounts would be re-
placed by a uniform formula applicable to all
home and multifamily mortgages. The Sec-
retary would determine the development cost
of a prototype unit of modest design in each
housing market area. The maximum insura-
ble mortgage amount for an assisted dwelling
unit could not exceed 110 per cent of the de-
velopment cost in each housing market area.
For unassisted housing the maximum insur-
able mortgage could not exceed 200 per cent
of the development cost of the prototype
unit. For a multifamily project the maximum
insurable mortgage amount would be equal
to the maximum insurable mortgage amount
of each individual unit multipled by the
number of units in the project.

(e) Interest Rates: The Secretary would be
given permanent authority to establish maxi-
mum interest rates on FHA insured mort-
gages and loans which are consistent with
market conditions. The Secretary would also
be authorized to permit, on an experimental
basis, parties to a mortgage transaction to
determine the applicable interest rate pro-
vided that no discounts are charged. The Sec-
retary would be required to furnish prospec-
tive mortgagors information on the two alter-
native financing methods avallable. FHA in-
sured and VA guaranteed mortgages and
loans would be exempted from State and lo-
cal usury laws.

(d) Settlement Costs: The Secretary would
be authorized to limit the amount of settle-
ment costs.

(e) Minimum Down Payment: The mini-
mum down payment for unassisted home
mortgages would be in an amount equal to
closing costs. The minimum down payment
for all assisted mortgages would be $200.

(f): Builders Warranty: Bullders of homes
approved prior to construction would con=-
tinue to be required to warrant homes against
substantial deviations from approved plans.
In addition, builders of homes which are not
approved prior to construction would be re-
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quired to give homeowners a one year war-
ranty against all structural defects.

(g) Cost Certification: The existing re-
quirements for cost certification would be
substantially simplified. The Secretary would
be given authority to exempt residential mul-
tifamily projects designed for occupancy by
less than 12 families or insured for less than
$250,000 from the cost certification process.

(h) Uniform Treatment of Major Compo-
nents of Subsidized Housing Programas:

(1) Eligibility Limits—The income limits
would be standardized. Eligible families
would be required to have incomes which do
not exceed the median Incomes for the area
as determined by the Secretary with adjust-
ments for smaller and larger families, except
that the Secretary could establish income
cellings higher or lower than the median in
any area where a variation was necessary be-
cause of prevalling levels of construction
costs, unusually high or low family incomes,
or other factors.

(ii) Construction Cost Limits—Speclfic
statutory dollar limitations on the amount
of the maximum insurable mortgage amount
would be removed. The development cost of
a prototype unit priced out in each housing
market area would be the new basic criteria
for maximum mortgage amount for both
single-family homes and multi-family units.
Development cost would be equal to con-
struction costs plus an amount attributable
to land costs,

(ii1) Definition of Income—For purposes
of eligibility and the determination of the
subsidy amount income would be defined to
include income from all sources of all family
members except that the SBecretary would
have authority to exclude income earned by
minors and nonrecurring income. For the
purpose of determining the amount of the
subsidy $300 per minor could be excluded
from income for each minor plus 5% of gross
income as now allowed.

(iv) The Rent to Income Ratio—All par-
ticipants in the subsidized programs would
be required to contribute 20 percent of their
income to mortgage payments under the
home ownership program and 25 per cent of
income for rental and occupancy charges on
multifamily housing for rental or coopera-
tive operations. There would be a "basic ren-
tal” for each unit in an assisted rental or
cooperative project determined on the basis
of operating the project with the benefit of
the assistance payments, The occupant
would pay the basic rental or charge for his
unit or such greater amount, not exceeding
the fair market charge for such unit (the
rental or charge without subsidy), as repre-
sents 25 per centum of his Income.

(1) The Subsidized Homeownership Pro-
gram: The assistance payment on behalf of
any homeowner could not exceed the lesser
of (1) the balance of the monthly payment
for principal, Interest, taxes, Insurance, and
mortgage Insurance premium due under the
mortgage remaining unpald after applying
20 per centum of the mortgagor’s income, or
(11) the difference between the monthly pay-
ment for principal, interest, and mortgage
insurance premium due under the mortgage
and the monthly payment for prinecipal and
interest due under a 1% mortgage. However,
the amount of this difference could be in-
creased by up to one-fourth In cases (not
exceeding 20 percent of the total amount of
contract funds authorized by appropriation
Acts) where the Secretary determined an
increase was necessary to further the pur-
poses of the section,

(}) The Subsidized Rental Program: The
assistancs payment on behalf of a project
owner could not exceed the difference be-
tween the monthly payment for principal,
interest and mortgage insurance premium
(or other comparable charges approved by
the Secretary) on a market rate mortgage
and the monthly payment for principal and
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interest that would be due on a mortgage
at 1%.

With respect to up to 20 percent of the
dwelling units in any project, the Secretary
could contract to make assistance payments
to a project owner on behalf of tenants or
cooperative members whose incomes are t0o0
low to afford the basic rentals. These pay-
ments, with respect to any unit, could not
exceed the lesser of (i) the amount required
to reduce the basic rental or occupancy
charge to an amount equal to 25 percent
of the family's income or (i) the maximum
payment which would be made with respect
to the dwelling unit under the rent supple-
ment program.

(k) Public Housing Rental Programs:

(1) Flexible Development Costs—The 1970
Housing Act provided a flexible development
cost formula to determine maximum costs
of public housing, so the consolidation bill
does not cover this subject.

(1) Federal Annual Contributions—There
would be a separation between the author-
ization to provide annual contributions for
debt service requirements and the author-
ization to provide operating subsidy. The
maximum annual contributions for debt
service requirements would be the annual
amount of prineipal and interest payable on
obligations issued by a public housing agency
to finance the development or acquisition
of the project involved. The present maxi-
mum limit on the rate of annual contribu-
tions for both debt service and operating
subsidy requirements—the going Federal
rate plus two percent times the capital cost
of the project involved—would be eliminated.
Also ellminated would be the authorization
to pay an additional annual subsidy of up
to $120 per dwelling unit occupled by an
elderly or handicapped family, a displaced
family, a very large family, or a family of
unusually low income. The Administration
states that these special category subsidies
are no longer required in view of the new
operating subsidy provisions.

There would be a separate authorization
for the Secretary to make annual contribu-
tions to public housing agencies for the op-
eration of low-income housing projects (in-
cluding low Income housing in private ac-
commodations which would include an op-
erating subsidy). The contribution payable
annually under this section could not exceed
amounts which the Secretary determines are
required (a) to assure the low Income char-
acter of the projects involved and (b) to
achieve adequate operating services. The
Secretary would be authorized to embody
the provisions for annual contributions for
operating subsidy in a contract guaranteeing
their payment.

(111) Tenant Contributions—The bill
would establish rental requirements for
families occupying dwelllng units in a low
income housing project assisted with op-
erating subsidies. Bubject to the existing law
requirement that a family’s rental charge
could not exceed one-fourth of income, the
family would be required to pay a rental of
not less than one-fifth of the family’s in-
come, but not to exceed a falr market rental
charge determined on the basis of operating
the project with payments of principal and
interest which the public housing agency
is obligated to pay on the capital cost of the
project. In the case of low-income housing
in private accommodations, the fair market
rental charge would be the rental which the
owner receives for the dwelllng unit plus
the cost of utilities and necessary services
not included in such rental. As to other
tenants in public housing, they would not
be required to pay more than 256% of their
income under the Brooke Amendment.

(1) The Public Housing Homeownership
Program: Individual families or an associa-
tion formed by them for their benefit would
be permitted to purchase newly developed
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housing as well as existing projects. A con-
veyance of the property to the prospective
homeowner would be made as soon as a mort-
gage with the public housing agency had
been arranged. The maximum subsidy would
be the same as the debt service subsidy that
is provided for public housing rental proj-
ects which are not aided by an operating
subsidy—the amount of principal and inter-
est paid by the public housing agencies on
the mortgaged property. The purchaser's
contribution toward homeownership would
be based on the same income formula as
rental housing and would have to be suifi-
clent to cover utilities, taxes and insurance.

III. Recommendations

NHC supports the principles and objectives
of the Administration’'s proposals for sim-
plification of the many federal housing pro-
grams, but only if the legislation includes
the recommendations of a new flexible for-
mula for subsidies, better income-to-rent
ratios, achievement of economic integration,
and all of the other amendments described
in these resolutions. However, last year's bill
would have produced inequities and pre-
sented serious roadblocks to the effective
functioning of these programs. We hope and
expect that these objectionable features will
be eliminated from this year's bill, Since we
are not certain as to the final form of the
Administration’s bill, we are listing below
some of the major objectionable features
that were in last year's bill and which we
hope will be removed from this year's bill.
We are also listing amendments to the pro-
posed Administration bill and other new
legislation which are necessary: (a) to elimi-
nate gaps and deficiencies in our existing
legislation; (b) to assure the availability of
housing to meet the needs of people at all
income levels with monthly charges that
they can afford; and (c) to achieve economic
integration of assisted housing with a free-
dom of choice for people of all incomes to
select where they want to live.

(1) Rent Increases for Ezisting Tenants:
The most controversial part of last year’s bill
was the effort to impose new requirements
on existing projects resulting in substantial
increases in rents or tenants contributions
for present occupants under several pro-
grams.

We hope and believe that this objection-
able proposal will be eliminated from this
year's bill. However, it appears that there
will be a proposal for rent increases of fam-
flies now living in those public housing
projects which will be assisted with annual
contributions for operating subsidies. Evi-
dently the Administration proposes to re-
quire & minimum rental payment of 209 of
income (with a maximum of 25%) from
families living in such projects. Many such
families have oeen paying less pursuant to
the income-to-rent ratios established by lo-
cal housing authorities under previous leg-
islation. The Administration proposes to
make such rent Increases effective in two
increments—one-half after the first year's
review of family income and the other one-
half after the second year’s review of family
income.

People living in public housing projects
already built should not be required to pay
higher rents than those established under
earlier laws and regulations; otherwise, there
will be serious hardships for them. Such rent
increases for these people will adversely af-
fect their cost of living and reduce the
amount they have for necessary food, cloth-
ing, and other living requirements, There-
fore, NHC opposes any attempt to increase
rents of ezisting tenants in public housing
projects—or of existing occupants in other
assisted projects if the new bill so provides—
as a result of HUD's requiring the applica=-
tion of new income-to-rent ratios or other
new legislation.
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(2) Determination of Income and Eligible
Deductions: The Administration’s proposed
new bill would retain the allowable deduc-
tions for assisted private housing, namely,
$300 for each minor child plus a 5% allow=-
ance for social security and pension pay-
ments., In the 1970 Housing Act, Congress
reaffirmed and codified for public housing
the type of deductions that had been typi-
cally avallable in such housing, namely: (a)
an amount equal to $300 for each dependent
and $300 for each secondary wage earner;
(b) 5% of gross income; (c) nonrecurring
income and income of full-time students;
(d) medical expenses of the family which
ar: extracrdinary; (e) such further deduc-
tions as the Secretary allows in recognition
of unusual circumstances.

We recommend that these same criteria be
adopted for assisted private housing pro-
grams so that there are uniform criteria for
both private and public housing recelving
subsidy assistance. It 1s necessary to have
fair standards of this character for deter-
mining deductions in computing family in-
come in order to avold an unreasonable and
unfair burden when requiring the occupant
to pay 20% of income for housing. Such a
burden will result unless there are exclusions
from income which result in a realistic de-
termination of the amount of Income actu-
ally available to the family for its housing
and other living expenses,

(8) Percentage of Income Required Under
Assisted Housing Programs: The proposed
legislation would retain the provision re-
quiring 20% be spent for housing under the
homeownership program (Section 235, which
would become Sectlion 402). In the case of
the homeownership program, the housing
expenses should be broadened to include
utility costs, repairs and maintenance. This
would establish a uniform eriterion as to all
housing which is assisted by interests sub-
sidies. Likewise, in the case of the assisted
multi-family program we recommend that
209% of income be spent for total housing ex-
penses. The occupant will have sufficient
money left to pay for food, clothing and other
living expenses,

As to this payment of 20% of income for
housing, this should be both the minimum
(up to the maximum established charge)
and the maximum percentage of family in-
come to be spent for housing. The establish-
ment of & maximum would apply the eri-
terion to assisted private housing that has
been adopted in the Housing and Urban De-
velopment Act of 1870 for public housing.
However, that lmitation—known .as the
Brooke Amendment—provides that tenants
in public housing are not to pay more than
25% of their income for housing and that
adequate subsidies are to be provided to
achieve this objective. We recommend that
this be reduced to 20% for assisted public
housing and that a llke percentage be es-
tablished as a maximum in privately assisted
housing. This is a sound principle which
should be uniformly applied to all housing
receiving subsidy assistance. It avolds the
undue hardship that has resulted under ex-
isting programs where some families are
paying too high & proportion of income for
housing expense.

(4) Realistic Income Limits: As a matter
of principle we would recommend that there
be no income limits for admission to assisted
housing but that each family or person be
required to pay 20% of income for total
housing expense, If as & pragmatic matter
it is necessary to include an income limit
in order to obtain legislative authorizations
and funding for subsidies to assist housing,
we recommend a formula for income limits
which will eliminate gaps in our present
housing programs. The present maximum
limits leave areas of unmet needs for the
income limits are unrealistic. They fail to
reach many who cannot afford adequate
housing without the ald of some subsidy.
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We recommend the following program relat-
ing to realistic income limits and the
achievement of economic integration.

(a) There would be an income for 80% of
the dwelling units which would be both
realistic and simple. It would be the median
income in the area, with authority in the
Becretary to exceed the median by the
amount required in order to meet the hous-
ing needs of the locality based on its income
and cost factors.

(b) There would be no income limit for
20% of the units in order to achleve economic
integration and enable the housing develop-
ments to serve a cross-section of ncome
groups.

(c) Instead of the present subsidy for-
mulae which result In gaps and areas of
unmet need and which preclude achieving
economic integration, we recommend the
subsidy formula described in the next para-
graph.

(6) Adequate and Flexible Subsidy For-
mula to Meet All Needs and Achieve Eco-
nomic Integration: There would be a flexible
subsidy formula which would eliminate gaps
In- our housing program and assure that
there is sufficient subsidy available to meet
the housing needs of people at different in-
come levels, Also, it would achieve economiec
integration. The amount of subsidy would
be the amount required to meet the housing
expenses remaining after the occupant pays
20% of his income for the housing. The
amount of subsidy allocated for an assisted
housing development should be based upon
making dwelling units available to a cross-
section of income groups, as follows:

(a) Up to 209% for occupancy by families
or persons whose incomes are much below
the maximum income limits and who require
subsidies at or above the amounts which
have been available for rent supplements
and public housing. Based on their payment
of 209 of their income for housing, this
group would be eligible for a subsidy In the
amount required to meet the remalning
amount of housing expenses, To the extent
needed, this would cover the principal and
interest payments on the mortgage and a
part of the operating expenses.

(b) Up to 20% for occupancy by families or
persons who would not be subject to an in-
come limit. We propose to provide a subsidy
incentive for such families to live in an as-
sisted housing development with familles of
lower incomes. For this group, there would
be a subsidy of 2%. At today’s market inter-
est rate, these people would pay an effective
interest rate of 59, plus the 15 of 1% FHA
premium. People in this group would pay
20% of their income for housing expenses up
to a “"maximum established charge” which
would reflect the subsidy of 2%.

(c) The remainder for occupancy by fam-
ilies or persons who are at or below the
median or higher income limit established
by the Secretary and who require subsidies in
the form of interest assistance. Based on
their payments of 20% of their income for
housing, this group would be eligible for a
subsidy In the amount required to meet the
remaining amount of housing expenses. To
the extent needed, this would cover all of
thelr interest and the FHA insurance pre-
mium. According to thelr varying needs,
these people would pay a monthly charge
ranging from 0% interest (with no FHA in-
surance premium) up to the maximum
established charge which would reflect a 2%
subsidy.

There would be a periodic re-examination
of income only for occupants who are paying
less than the maximum established charge
If their income increased, they would pay
20% of the larger Income, but not more than
the maximum established charge. With such
a charge which reflects a 2% subsidy and an
effective current interest rate of 5%, there
would be an incentive for residents to re-
main in the housing community even though
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their incomes increased. As a matter of pub-
lic policy, this is vitally important in order
to achieve greater stability in housing com-
munities and to maintain their economic in-
tegration. If people feel that they are perma-
nent residents of a housing development,
they will take better care of it.

The foregoing program would achieve eco-
nomic integration and more wholesome
housing communities. In each housing de-
velopment or subdivision there would be a
cross-section of families at different income
levels. This would avoid the past undesirable
condition where families were segregated
within & narrow income segment. In such
cases there was a predominance of lower in-
come and excessively depressed people living
in ‘a housing development which was
stigmatized and isolated from the com-
munity. Through the achievement of a
balanced population in & community—in-
cluding middle income people with those of
moderate and low incomes—we can achieve
more wholesome and stable communities. By
serving a broader segment of the market
through economic integration, a housing de-
velopment will be better able to achieve racial
integration. Middle and moderate income
families will help to provide leadership and
status for the community. With housing in
each development available for a cross-sec-
tion of Income groups and a broader market,
we can offer freedom of cholce to people of
all incomes to select where they want to
live.

(6) Contract Commitments and Reserves
for Subsidy. The federal government would
make an overall dollar commitment of con-
wract authority for subsidy which would take
into acocunt the anticipated need based on
a project with a cross section of income
groups ranging from the low to those who
pay the maximum established charge. By
serving a broader segment of the market,
housing developments should be pro-
grammed with subsidies to serve the
anticipated income distribution within a
housing development. In most cases, the
actual dollar amount of subsides to be com-
mitted to a particular project may be less
than the amounts committed under present
programs. The past practice of committing
maximum subsidies has resulted in unused
contract authority because the commitment
was based upon the maximum amount
needed for everyone. The Senate Committee
recognized the undesirability of pursuing
this practice. Under the proposed program,
the commitment of contract authority would
be based on the estimated need based on
serving a cross section of income groups.
There should be a national reserve of a
reasonable amount of contract authority for
commitment to meet over-runs in subsidies
above the estimates. This reserve would be
only a fraction of the amount of unused
authority under the precent system where all
commitments anticipate a maximum subsidy
for everyone.

(T) Realistic Mortgage and Construction
Limits. We recommend the elimination of
dollar limits on mortgages and construction
costs, by establishing a flexible formula for
the Secretary to determine such limits based
on cost factors prevalent in the community.
The 1970 Housing Act made this amendment
in the public housing program. It provided
that prototype costs should be determined
by the Secretary on the basis of his estimate
of construction and equipment costs of new
dwelling units in the area. The law provided
that the prototype costs should take into
account the extra durability required for
economical maintenance of housing and the
provision of amenities designed to guarantee
safe and healthy family life and neighbor-
hood environment. Further, it provided that
in developing such prototypes, emphasis
should be glven to encouraging good design as
an essential component of such housing and
to provide housing which will be of such
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guality as to reflect the architectural stand-
ards of the neighborhood and community, We
recommend s similar program for private
housing, with necessary adjustments to take
account of the differences between assisted
and unassisted private housing. Thus, the
mortgage amount for assisted housing should
not exceed 1256% of construction costs—or
200% of construction costs for unassisted
housing—plus non-construction items and
the full market price for sites which are
zoned and suitable for such housing.

(8) Orderly Transition To New Programs.
With the consolidation of housing programs
and new formulas as to income limits, sub-
sidies, cost llmits and other matters, we
emphasize the urgent need to continue op-
erations and housing production under the
existing laws. During the tooling up period
under the new legislation, and until the
new programs become fully effective and
operational, all existing programs should
continue so that there will be no interruption
in HUD operations in view of the need for a
higher level of production during the coming
years.

(9) Disposition of Low Rent Public Hous-
ing to its Residents. We support the proposed
legislation authorizing the disposition of low-
rent public housing for ownership by the
residents and other low-income families. We
recommend a clarifying amendment to con-
tinue the annual contributions and the out-
standing local authority bonds—which gen-
erally bear very low interest rates—upon dis-
position of public housing to permit the
achievement of monthly charges which the
low income residents can afford.

A further amendment is necessary to pro-
vide for necessary repairs and improvements
in public housing before its disposition. Low
income families should not take over hous-
ing which reeds such repairs and improve-
ments to make it suitable for their owner-
ship. Supplemental loans should be avail-
able to provide for this additional work, to-
gether with the costs involved In achieving
homeownership by low income families and
other closing costs and prepald expenses;
also, supplemental annual contributions
should be authorized to cover the debt serv-
ice on such supplemental loans from the
Secretary or others. Without the recom-
mended changes, the proposed provisions in
the Act would not achleve the contemplated
objective of cooperative and other home-
ownership by residents of public housing and
other low income families.

The proposed legislation should be amend-
ed to provide that the interest rate on the
purchase money mortage should be the rate
on the public housing agency's bonds on the
project which will continue to be outstand-
ing with a continued pledge of the Federal
annual contributions. With low Income
families and fixed annual contributions, it
is not feasible for these purchasers of public
housing to pay the higher interest rate which
would be applicable under the formula In the
pending bill.

In sales to nonprofit cooperatives, the
mortgage should be in a principal sum equal
to the unpald balance on the public housing
agency's principal debt on the project, to-
gether with the amount of the supplemental
loan for necessary repairs and Improvements,
closing costs, and perpaid expenses.

(10) Necessary Continuance of Existing
Laws and Equal Treatment for Cooperatives:
There are several amendments required to re-
tain provislons in existing laws which were
found necessary as a result of past experi-
ence. There are real distinctions between
programs which result from their essential
differences and needs. Where existing laws
recognize the need for speclal provisions
adapted to the special requirements of a
program, these provisions should be con-
tinued. The following examples are cited
in the fleld of cooperatives:

EXTENSIONS OF REMARKS

(a) The proposed legislation should retain
the present language which restricts perma-
nent occupancy of dwelling units to members
of cooperatives, since there may be tempo-
rary occupancy by non-members under sub-
leases by members who find it necessary to
be away for limited periods. Also, it should
clarify the two types of cooperatives which
have always existed under the cooperative
program: namely, one which is a manage-~
ment-type project where permanent occu-
pancy is restricted to members of the cooper-
ative; and the second which is a sales-type
cooperative where the individual units are
to be sold to purchasers eligible for mortgage
insurances and assistance. However, in the
latter case, certain special safeguards should
be provided, including the requirement for
consumer-oriented sponsorship of the co-
operative and for community facilities which
the cooperative would continue to provide
for the owners of the individual dwelling
units.

(b) Likewise, in the proposed legislation, it
is necessary to assure that there is at least
equal treatment for cooperative homeowner-
ship as compared with individual ownership.
Thus, in the case of single family homes
there can be 100% mortgages when the
amount does not exceed $20,000.00 per unit.
The same privilege should be accorded to
cooperatives when the average housing cost
does not exceed $20,000.00 per unit. As to the
replacement cost in excess of £20,000.00, the
mortgage amount would be limited to 97 per
centum of such excess. This amendment
would continue to meet the recognized need
for these percentages on cooperative mort-
gages and would retain similar long-standing
provisions of existing law.

(c) For more than 10 years—and again
in the 1969 Act—Congress recognized
that while the normal formula of appraised
value is appropriate on existing propertles
operated as profit-making rental projects, it
is entirely inappropriate and unworkabile for
existing projects which are to be owned
and operated on a non-profit basis. In the
case of a profit-making rental project, it is
feasible to have an appraisal formula which
includes a capitalization of net income, 110w~
ever, there Is no net income on a nonprofit
or cooperative ownership project where the
charges reflect the nonprofit objective. Con-
gress recognized this and other differences
in the factors involved in nonprofit projects
and cooperatives, so It prescribed a workable
appraisal formula for existing projects being
acquired for cooperative and other nonprofit
ownership. This formula has been tried and
tested, and it should be retained.

(d) The 1868 Housing and Urban Develop-
ment Act Included cooperatives under both
Sections 236 for rental and cooperative hous-
ing and Section 235 for homeownership for
lower income families; also, Section 213
covers both management-type and sales-type
cooperatives. However, in last year's Adminis-
tration bill, cooperatives were limited to the
management-type. It 1s Important for co-
operatives to continue to have statutory au-
thorizations which cover both types of co-
operative programs. In the case of condomin-
fums, a project would obtain mortgage in-
surance under Section 501, with purchesers
of the housing obtaining mortgage Insurance
and assistance under Sections 401 and 402.
We recommend the same program for sales-
type cooperatives where the individual dwell-
ings sold to purchasers would get mortgage
insurance under Section 401 when unassisted
and under 402 when assisted.

(e) Last year's bill contemplated eliminat-
ing the Cooperative Management Housing
Insurance Fund for future cooperative mort-
gages insured under Bection 501. NHC is op-
posed to abolishing this fund. When ques-
tioned about the proposed elimination of
the Cooperative Management Housing Insur-
ance Fund during House hearings, Secretary
Romney 1s reported as replying “I think it
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was an inadvertent omission,” and stating
that it should be continued, This Coopera=
tive Insurance Fund costs the Federal Gov-
ernment nothing. The Fund receives pay-
ments from mortgage insurance premiums
and from fees when & mortgage is insured;
also, it receives interest on its accumulated
reserves. Dividend distributions are based on
the record achieved by cooperative projects.
In addition to having the Cooperative Fund
for future projects, the Cooperative Manage-
ment Housing Insurance Fund previously
created by law should continue with respect
to all mortgages or loans previously insured
under Section 213,

(11) Necessity of Retaining Profit and Risk
Allowances: The proposed bill should be
amended to continue a profit and risk allow-
ance of 10% of estimated project costs—ex-
cept the value of land or property prior to
construction or rehabilitation—on multi-
family housing construction where the
mortgage amount does not exceed B0 per
centum of replacement cost. Since 19566, the
housing laws have directed that FHA include
such an allowance in its estimate of replace-
ment cost on certaln multifamily projects.
This policy is necessary to attract developers
of multifamily housing and to achieve the
objectives of the National Housing Partner-
ships.

There Is a proviso in existing legislation
that FHA could adopt a regulation prescrib-
ing a lesser percentage If it determined and
certified that this 109 allowance was un-
reasonable. However, no such determination
has been made during the past 14 years,
Moreover, Congress has five times re-enacted
and extended the 1956 provisions to cover
other multifamily housing programs where
the mortgage amounts are based on replace-
ment cost. Thus, there has been a continuing
Congressional recognition of the need for
such a uniform allowance in these multl-
family housing programs. This profit and
risk allowance should be retained.

In projects involving cooperatives and
other nonprofit mortgagors, we recommend
that the Secretary be authorized to include
in replacement cost an amount for the de-
veloper's profit and risk which will be fair
and uniform as compared with the amount
allowed in projects involving profit mort-
gagors. This is necessary to avold discourag-
ing or diseriminating against the construc-
tion of cooperative and other nonprofit proj-
eécts, In the case of consumer cooperatives
where there is no identity of interest with
the developers, the proposed profit and risk
allowance in the replacement cost becomes
a part of the lump-sum constructlion price
and covers risks imposed on the developer to
protect the purchasing-cooperative members
against any increase that occurs in develop-
ment costs after the member has purchased
his unit.

(12) Cost Certification and Industrialized
Housing: An amendment is necessary in the
cost certification provisions to cover cases
where prefabricated houses or major hous-
ing components are furnished by a subcon-
tractor or supplier having an identity of in-
terest with the mortgagor or bullder, In such
cases, it is not feasible to have a certification
covering: the costs involved in the factory
production of such houses or housing com-
ponents. Accordingly, the cost certification
should provide for an allowance represent-
ing the Secretary's estimate—at the time of
the issuance of the commitment—of the
value of such prefabricated housing or major
housing components. We recommend such an
amendment which will help achieve the ob=
jectives of Operation Breakthrough.

We also recommend amendments to retain
provisions of existing law regarding cost
certification. There have been successful ex=
perience and effective administration under
these provisions for many years. It is neces-
sary to continue these provisions and avoid
uncertainties regarding the manner In
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which cost certification is handled. We are
opposed to repealing well-established statu-
tory rules and granting broad administrative
discretion which will create doubts and un-
certainties that could adversely affect hous-
ing production,

(13) Regulation of Settlement Costs: We
commend the provisions of the proposed leg-
islation authorizing the Becretary to regu-
late settlement costs; also, the provision of
Section 402 which would continue the pres-
ent provisions applicable to Sectlon 235 lim-
iting the downpayments on the assisted
homeownership program to $200 for settle-
ment costs. On homes involving 100% mort-
gages where the amount does not exceed
$20,000, we recommend an amendment to
Section 401 relating to unassisted housing
which would require that the downpay-
ments be not less than $200 or the closing
costs, whichever is greater.

(14) Continuity of Program Under State
and Federal Laws: Many state laws provide
for higher ratio loans by banks and finan-
cial institutions when a mortgage is Iin-
sured by FHA under the National Housing
Act. We recommend an amendment which
would assure that loans insured under the
proposed Act would be regarded as loans
insured by FHA under the Natlonal Housing
Act so they will continue to be eligible for
the higher ratio loan under state law.

The Tax Reform Act of 1969 provides cer-
tain tax Incentives relating to the construc-
tion and sale of limited-distribution proj-
ects under Sections 221(d) (8) and 236. We
recommend an amendment which would as-
sure that comparable projects under the
proposed Act would be eligible for these tax
incentives.

We recommend another amendment which
would make other changes in federal statu-
tory references which identify FHA programs
by numbers which will not longer be a part
of the proposed Act.

(15) Full utilization of the Brooke Amend-
ment: The Brooke Amendment in the Hous-
ing and Urban Development Act of 1869 pro-
vides that the rent in public housing proj-
ects may not exceed 26% (we recommended
above that this be reduced to 209%) of the
family's income; also, it authorizes addi-
tional assistance payments through annual
contributions in order to achieve this ob-
jective and serve persons of very low in-
come. To fully implement and extend the
purposes of this legislation, the 1970 Hous-
ing Act (a) clarifies the use of annual con-
tributions to pay the excess of operating
and malntenance expenses over rental in-
come and (b) increases the contract author-
ity for annual contributions to enable the
Brooke Amendment to be fully effectuated.
We urge the release and use of this contract
authority for the purposes intended.

(18) Program Levels: Instead of open au-
thorizations for all housing, urban renewal
and model city programs, we recommend an
additional authorization for each program
for a 5-year period at the following levels:

(a) Public Housing Program for New
Units to be Developed:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $300 million.

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of $350 million.

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $400 million.

On July 1, 1974 (for flscal 1975) an addi-
tional authorization of $450 million,

On July 1, 1975 (for fiscal 1976) an addi-
tional authorlzation of $500 million.

(b) Urban Renewal:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $3.0 billion.

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of $3.25 billion.

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $3.56 billion,

On July 1, 1974 (for fiscal 1875) an addi-
tional authorization of $4.0 billion.
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On July 1, 1975 (for fiscal 1978) an addi-
tional authorization of §4.5 billion.

(c) Model Cities:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $1.2 billion.

On July 1, 1972 (for fiscal 1873) an addi-
tional authorization of $1.6 billion.

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $1.5 billion,

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $1.5 billion.

On July 1, 1975 (for fiscal 1976) an addi-
tional authorization of $1.7 billion,

(d) Home Ownership Program Under
Section 402:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $250 million.

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of $250 million.

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $300 million.

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $325 million.

On July 1, 1975 (for fiscal 1976) an addi-
tional authorization of $350 million.

(e) Renta. and Cooperative Housing Pro-
gram Under Section 502:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $330 million.

On July 1, 1872 (for fiscal 1873) an addi-
tional authorization of $350 million.

On July 1, 1873 (for fiscal 1974) an addi-
tional authorization of $400 million.

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $450 million.

On July 1, i¥756 (for fiscal 1976) an addi-
tional authorization of $5600 million.

(f) In addition to the foregoing authoriza-
tions in (d) and (e), NHC recommends a sep-
arate and additional authorization of 850
million for each of the five fiscal years be-
ginning with 1972 to provide interest assist-
ance for projects financed or assisted by
state agencies.

(17) Program Objfectives: The program
recommended In these resolutions would
make housing available to families of all in-
comes and achieve economic integration.
There would be no gaps or areas of unmet
needs in our housing programs, Each family
whose Income is too low to obtain decent
housing would receive the amount of assist-
ance it needs to get such housing. We must
reach the unserved income group below the
level now eligible for public housing or rent
supplements. Likewise, we must avoid a gap
or area of unmet need above the level not eli-
gible for moderate income private housing
assisted with federal interest subsidies or be-
low-market interest rates. To achieve these
objectives we urge the adoption of our
program.

CHAPTER E. ADMINISTRATION’S PROPOSED REVE-
NUE SHARING PROGEAMS AND PROPOSED DE-
PARTMENT OF COMMUNITY DEVELOPMENT

New Department of Community Development
1. In his State of the Union Message, the

President proposed “a sweeping reorganiza-

tion of the Executive Branch” which included

& proposed Department of Community De-

velopment: “a department concerned with

the community—rural communities and

urban—and with all that it takes to make a

community function as a community.”

In the past, we have always supported the
consolidation within one department of all
the functions that relate to housing, urban
development, model cities, new communities,
planning, and other programs relating to
communities. Since at this time we do not
know what functions would be assigned to
the new department, we are not in a position
to make a recommendation on the proposed
new department.

General revenue sharing
2. NHC recommends against any use of
the new General Revenue Sharing Plan to
reduce Federal grant funds which are ur-
gently needed—and should be increased—for
existing programs including: urban renewal;
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model cities; mass transportation; water and
sewer facilities; new communities; neighbor-
hood facilities; open space, urban parks, and
urban beautification; health; educatlon;
training; or other vital needs. In short, the
General Revenue Sharing Plan should repre-
sent additional funds and there should be
necessary increases and full funding for all
existing Federal grant programs to meet
housing and urban needs.

As stated by the President in the State of
the Union Message, his proposals included “a
plan of revenue sharing historic in scope and
bold in concept.” Under this proposal the
Congress would: “make a $16 billion invest~
ment in renewing state and local govern-
ment. $5 billion of this will be in new and
unrestricted funds, to be used as the state
and localities see fit.”

NHC favors the President's proposal for a
$5 billion initial appropriation for the Gen-
eral Revenue Sharing Plan in order to meet
the urgent needs of States and cities, many
of which are facing financial crises. As to the
Federal Government’s assuming additional
burdens and costs of the welfare system, we
believe that this is a matter that should be
separately considered on its own merits.

Under the proposed General Revenue Shar-
ing, there will be increases in later years in
the annual appropriation for the Program.
With respect to annual increments above $5
billion for General Revenue Sharing, NHC
recommends a formula In distributing these
additional funds which would encourage and
reward local governments that meet the na-
tional objectives of providing housing for
the low and moderate Income groups. Thus,
if the local government issued certificates
of occupancy for such housing funded by any
federal, state or local subsldy program, that
government should be entitled to an addi-
tional distribution under the General Reve=
nue Sharing Plan as to the annual appro-
priation in excess of 85 billion. This will in
no way restrict the use of the funds by the
States and localities, but will merely affect
the amount they will receive under the dis-
tribution formula.

Special Revenue Sharing

3. (a) In the State of the Union Message,
the President proposed that Congress make
a 85 billlon annual investment in general
revenue sharing (as described above) as part
of a total $16 billion investment in renew-
ing state and local government. He then
stated:

“The other $11 billion will be provided by
allocating $1 billion of new funds and con-
verting one-third of the money going to the
present narrow-purpose ald programs into
federal revenue sharing funds for six broad
purposes—urban development, rural devel-
opment, education, transportation, job train-
ing and law enforcement—but with the states
and localitles making their own local deci-
slons on how it should be spent within each
category. . . The revenue sharing proposals
will include the safeguards against discrimi-
nation that accompany all other federal
funds allocated to the States.”

In his Special Message to the Congress on
March 5, the President recommended his
Special Revenue Sharing proposal for Urban
Community Development. We quote from his
message some of the main features of the
program:

“How the New Program Would Operate

“The &5 billion program for General Rev-
enue Sharing which I proposed to the Con=
gress on February 4th was designed to give
greater resources to hard-pressed States and
localities. But a lack of resources is only one
of the deficiencies from which State and
local governments now suffer. They also lack
the opportunity to exercise sufficlent re-
sponsibility in meeting social needs. As a
further step in revitalizing State and local
governments, I am therefore recommend-
ing a serles of six Special Revenue Sharing
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programs under which the National Gov-
ernment would set certain general goals
while programmatic decisions would be
made at the State and local level . . ."

“I recommend that four categorical grant
programs now administered by the Depart-
ment of Housing and Urban Development
be consolidated into a single fund. The size
of this fund in the first full year of opera-
tion would be $2 billion. Cities would be able
to spend their money as they see fit, pro-
vided only that they used it for community
development purposes.

“The four elements which would be com-
bined to form this new fund would be the
current programs for urban renewal, Model
Cities, water and sewer grants, and loans for
the rehabilitation of existing structures. The
urban renewal program now contains several
sub-categories the funds of which will be-
come part of the new fund, including so-
called “conventional” wurban renewal, the
Neighborhood Development Program, as-
sistance for concentrated local code en-
forcement, interim assistance for blighted
neighborhoods, demolition grants and re-
habilitation grants. I am proposing that this
new program begin on January 1, 1972. In its
second year of operation, I would add to
this fund by including the money which the
Office of Economic Opportunity now spends
on some of the elements of its Community
Actlon Programs,

“Distributing the Funds

“How would the money be distributed?
Because these funds are designed to achleve
the specific purpose of urban development,
most of this money would be sent to the
metropolitan areas of our nation where the
vast majority of Americans live and work.
Eighty percent of the Speclal Revenue Shar-
ing fund would be assigned for use in Stand-
ard Metropolitan Statistical Areas. The Of-
flce of Management and Budget defines a
Standard Metropolitan Statistical Area as
an area which contains a central city or
cities with an aggregate population of 50,000
or more and those surrounding counties
which have a metropolitan character and are
socially and economically integrated with
the central city. There are 247 such areas
in the United States at the present time.

“The money assigned to Standard Metro-
politan Statistical Areas—eighty percent of
the total fund—would be allocated among
the SMSA's according to a strict formula
which would be written into the law so that
each SMSA would be assured in advance of
its fair share. The central cities and other
citles in each SMSA with a population of
more than 50,000 would, in turn, automatl-
cally receive a stable annual share of the
SMSA's funds—again, according to the same
objective formula,

“In each Standard Metropolitan Statistical
Area, some balance would remain after the
major communities had received their for-
mula share. In the initial years, this balance
would be used by the Department of Hous-
ing and Urban Development to compensate
any major city in that metropolitan area
which received less from the formula alloca-
tion than it recelved annually from the old
categorical grant programs over the past few
years. Thus, all of these cities would be ‘held
harmless’ against reductions in the total
urban development support they receive
from Washington. None would be hurt—and
many would receive more assistance than
they do at present.

“This administration also recognizes the
needs of the growing and changing suburban
and smaller communities—with populations
under 50,000—within metropolitan areas.
After the formula allocation and ‘hold
harmless’ commitments have been honored
within each Standard Metropolitan Statisti-
cal Area, the remaining balance would be
avallable to assist such smaller units, as well
as counties, and to encourage area-wide de-
velopmental cooperation.
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“The formula according to which the
funds would be distributed among the
Standard Metropolitan Statistical Areas and
among the cities within them would be
‘problem orlented'—so that the money
would be channeled into the cities which
need it most. The formula would take Into
account the number of people who live in
an area or a city, the degree of overcrowding
there, the condition of its housing units,
and the proportion of its families whose in-
come Is below the poverty level.

“The remaining twenty percent of the
Speclal Revenue Sharing fund for Urban
Community Development—the part that did
not go by formula to the Standard Metro-
politan Statistical Areas—would be available
to the Becretary of Housing and Urban De-
velopment to distribute. Much of this money
would be used during the transitional period
to help hold communities harmless against
reductions in the overall level of their urban
development support. These funds would also
be used to encourage state involvement in
urban community development, to perform
research, to demonstrate new techniques and
to aid localities with special needs and with
special opportunities to implement national
growth policy.

“Spending the Funds

“How would cities use this money? For
community development purposes—which
could Ineclude investments in both physical
and human resources. All of the activities
which are eligible for support under the pres-
ent urban development categorical grants
would be eligible for support from the new
Special Revenue Sharing fund which would
take their place. Cities could thus use their
allocations to acquire, clear and renew
blighted areas, to construct public works such
as water and sewer facilities, to bulld streets
and malls, to enforce housing codes in de-
teriorating areas, to rehabllitate residential
properties, to fund demolition projects, and
to help relocate those who have been dis-
placed from their homes or businesses by any
activitles which drew on their urban com-
munity development special revenue sharing
funds. They could also fund a range of hu-
man resource activities including those now
funded by Model Cities and Community Ac-
tion programs,

“Just which of these activities would be
supported and what proportion of available
funds would be channeled into each activity
are declsions that would be made loeally. No
Federal approval would be required. Citles
would simply be asked to indicate how they
plan to use their funds and to report pe-
riodically on how the money was expended.
This requirement is included merely to in-
sure that funds would be used for eligible
activities.

“As 1s the case with all other revenue shar-
ing programs, there could be no discrimina-
tion In the use of these funds. The rights of
all persons to equitable treatment would be
protected. Any monies expended under this
program would be considered as Federal
finanecial asslstance within the meaning of
Title VI of the Civil Rights Act of 1964,

“The Transition Process

L] L - L] *

“I would emphasize that there will be no
lessening of Federal support for urban de-
velopment activities between now and Janu-
ary 1, 1972, the proposed starting date for
the new program. Our problems will not take
“time out’ and neither can our eforts to deal
with them. Where long-range commitments
have been made to fund urban renewal proj-
ects, those commitments will be honored.
Amendatories—supplementary pledges which
cover cost increases in urban renewal projects
—wlill also continue to be funded. We will,
however, discourage applications for new con-
ventional urban renewal projects—since they
would tie up future funds today which would
mean cash through Special Revenue Sharing
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in future years. Instead, we will prepare for
Speclal Revenue Sharing by placing greater
emphasis in all programs on annual incre-
mental funding—of the sort that is now used
in Neighborhood Development Programs.

“Similarly, all other affected programs will
continue to be funded until the new program
comes into effect. This includes our Model
Citles and Community Action commitments,
As soon as the starting date for Special Rev-
enue Sharing is established by the Con-
gress, this administration will work out tran-
sition arrangements, so that there will be
neither a funding gap nor a period of double
funding.”

- - - - -

“One point that should be very clearly
understood is that mno program currently
funded by categorical grants need be discon-
tinued under the new arrangement. Every
community would have the capacity to main-
tain—and many would have the capacity to
expand—any of these current programs. The
suggestion that Model Citles programs, for
example, would be terminated is extremely
misleading. That would happen only if a
locality made a deliberate decision that it
wanted to terminate the program, something
it is free to do right now. . . .”

From the Fact Sheet accompanying the
President’s Message, we gquote the following
further explanation of the Special Revenue
Sharing Proposal for Urban Community De-
velopment:

“All of the activities are eligible for sup-
port under the present urban development
categorical grants would be eligible for sup=-
port from the new Speclal Revenue Sharing
fund which would take their place. Citles
could thus use the money to acquire, clear
and renew blighted areas, to construct public
works such as water and sewer facilities, to
build streets and malls, to enforce building
codes in deterlorating areas, to rehabilitate
residential properties, to support the types
of actlvities for which Model Citles supple-
mental grants have been authorized, to fund
demolition projects, and to make relocation
payments and assistance for those displaced
by program activities.

“Decisions on which of these activities will
be undertaken in each community and what
proportion of available funds would be chan-
neled into each activity will be made locally.
No Federal approval would be required for
any activity. Neither applications nor match-
ing local shares will be necessary. Cltles would
merely have to report in advance how they
plan to use their funds, and to report at the
end of the year on how the money was ex-
pended. This requirement is included merely
to insure that funds would be used for eligi-
ble activities. Racial discrimination in the
use of these funds would be prohibited, and
the rights of all persons to equitable treat-
ment would be protected. (Emphasis added.)

“No program currently funded by categori-
cal grants need be discontinued under Spe-
cial Revenue Sharing. Every community
would have the capacity to maintain—and
even to expand—any of these current pro-
grams, if they wished to do so. For example,
termination or continuation of model cities
programs would depend completely on local
decisions.”

NHC’s recommendation on special revenue
gharing plan

NHC belleves that Federal grants should
provide incentives to promote national pro-
grams and objectives relating to housing and
community development. The adoption of the
model cities program by almost 150 citles
was largely attributable to the Federal pro-
gram of planning grants and supplemental
grants for model cities. Likewise the partici-
pation of over 1200 cities in the urban re-
newal program is largely attributable to the
Federal program of planning grants and pro-
gram grants for urban renewal. With respect
to the proposed special revenue sharing pro-
gram, we are deeply concerned that many of
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these programs—with their emphasis on serv-
ing the underprivileged and racial minori-
tles—would be prejudiced by the proposed
consolidation of the categorical programs
into a single community development grant
program under which each local government
would determine which activity it elects to
pursue. To provide incentives which assure
the achievement of national goals and pro-
grams, we favor the continuance of categori-
cal grants for each of the four special pur-
poses: urban renewal, model cities, sewer and
water, and rehabilitation. As an alternative
program available under urban renewal, NHC
recommends a fotal Community Develop-
ment Program which would include activi-
ties that extend greatly beyond those now
eligible under wurban renewal and which
would receive Federal funding on a yearly
increment basis.- (See Chapter G, Paragraph
4 of Part IL.)

No legislation is yet available to implement
the Special Revenue Sharing Plan for Urban
Community Development. Consequently, we
are not certain how this program would be
implemented in detail. However, on the basis
of the speclal message 1t would appear that
a city could use all of the funds for a sewer
and water program and none of the funds
for urban renewal, model cities or rehabilita-
tion of existing structures. Likewise, it would
appear that a city may be permitted to use
all of the community development grant for
a model cities program and none of the grant
for the other three programs; since the model
cities supplemental grants have been un-
limited as to uses, it may be possible for a
city to use the community development grant
merely to supplement its city budget for
general municipal purposes—this would in
no way accomplish the national programs and
objectives contemplated under existing legis-
lation.

However, we are in full agreement with
the President’s principle that Federal grants
should be made available for use by states
and local governments without Federal ac-
countability or program supervision, except
for (1) compliance with nondiscrimination
obligations and (2) the use of the funds for
the specific purposes of each of these four
categorical grants. We urge that this prin-
ciple be applled to these categorical grant
programs, so that they would not be subject
to Federal program supervision. In short,
there would be block grants for each of the
four categorical programs, with the use of
the funds limited only as to the particular
purpose of each grant and without Federal
program supervision.

In the proposed Speclal Revenue Sharing
program the President recommends that
there be no matching grants. We oppose
Special Revenue Sharing for Urban Com-
munity Development. However, if there were
adequate funding for the categorical grant
programs, the principle of no matching local
grants would be meaningful as applied to
categorical grants. In that event, we would
recommend that no matching grants be
applied in the continuance of the four
categorical grant programs.

If the Special Revenue Sharing Plan is
adopted for Urban Community Develop-
ment, NHC recommends a broadening of
the formula for distributing funds. Instead
of taking into account only the population
and needs of the area, and the condition of
its housing units, the formula should also
cover the afirmative action which the lo-
cality has taken In meeting those needs,

Reductions in Appropriations and Lapses in
Authorizations for Many Programs

4. NHC does not belleve that the outlay
total is the appropriate yardstick to measure
the Federal Government’s asslstance to
housing and community development. Such
outlays record the amounts pald on commit-
ments made during the past and current
fiscal years. Moreover, there have been cut-
backs in the program for fiscal 1971 below
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the amounts appropriated for that year, as
described below, so that outlays in that year
are below the level which should be used as
a test in determining whether program levels
for fiscal 1972 are higher than those in fiscal
1971.

5. (a) A more appropriate yardstick con-
sists of the following two figures:

(1) The total Congressional authorizations
for these programs as compared with the
amount the Administration proposes to fund
through appropriation requests.

(2) The total appropriation requests for
fiscal 1972 in comparison with the actual
appropriations for fiscal 1971,

(b) As to the first test of appropriation re-
quests for fiscal 1972 in comparison with
the total amounts appropriated for 1971,
the figures are as follows:

(1) Of the $1.2 billion appropriated by
Congress for the urban renewal program for
fiscal 1971, the Administration intends to
obligate only $1 billion this year and to carry
the remaining $200 million over to next year.
This contrasts with a backlog at HUD of
urban renewal applications from local gov=
ernments totaling $3 billion.

(2) Of the $350 million appropriated for
the water and sewer grant program for fis-
cal 1971, the Administration intends to ob-
ligate only 8150 million and to carry the bal-
ance of $200 million over to fiscal 1972.

(3) Of the $575 million appropriated for
fiscal 1971 for the model cities program the
Administration intends to obligate only $375
million. Of the unspent funds, $157 million
will lapse on June 30, 1971. During fiscal
1072, the Administration proposes to phase
out model cities and allow an additional $505
million to lapse on June 30, 1972.

(4) Thus 1.1 billlon currently available in
community development funds will not be
obligated during fiscal 1971, namely: $200
million for urban renewal; and $200 million
for water and sewer programs; and $732 mil-
lion for model cities.

(5) The Administration’s proposed appro-
priation request for fiscal 1972 for the four
existing programs during the first six months
plus the proposed new community develop-
ment grant program for the second six
months, is $500 milllon less than the total
monles actually appropriated by Congress for
fiscal 1971 for the four existing programs
alone.

(¢) As to the second test of the amount
of the appropriation requests for fiscal 1972
compared with the actual appropriations for
fiscal 1971, the figures are as follows: the
total authorizations available for fiscal 1972
for these four programs is $3.75 billion, but
the Administration’s total appropriation re-
quest for fiscal 1972 for these four programs
plus the new Community Development Pro-
gram is §1.64 billion.

6. The National Housing Conference is of
the opinion that the Administration's Aappro-
priation requests for housing and related
urban development programs for the Federal
fiscal year 1972 beginning July 1, 1971 are
grossly Inadequate in relation to demon-
strated needs and backlog requirements from
communities and private enterprise, as shown
by the following cuts:

(a) The utilization of contract authority
for low-rent public housing would be re-
duced from $394 million authorized for fis-
cal year 1871 to $201; and to $207 million for
fiscal 1072 from $417 million authorized for
fiscal 1972 (which includes the 192 million
carryover from fiscal 1971).

(b) With respect to housing for lower in-
come families, the Administration requests
contract authority for interest subsidies un-
der the Section 235 and Section 236 programs
of only 8175 million each as against Con-
gressional authorization of $25 million addi-
tlonal for fiscal 1871 and $200 million for
fiscal 1972 for each program.

(c) With respect to urban renewal, the
budget confirms that the $200 million addi-

April 15, 1971

tional capital grant funds appropriated for
fiscal 1971 have been frozen as to commit-
ment in fiscal 1971. The budget proposes
that this $200 million be made available in
fiscal 1972, together with a new appropria-
tion request for $600 million.

(d) With respect to the model cities pro-
gram, the budget requests no new appropria-
tlon for fiscal 1972. Since the budget was
published, the Administration has an-
nounced the release of §148 million of im-
pounded model cities appropriated funds in
fiscal 1971 and $288 million of such funds
in fiscal 1972. Even at this rate, a total of
$296 million of model cities appropriated
funds would be withheld by June 30, 1972. s

(e) With respect to water and sewer grants,
the budget confirms that the $200 million in
additional funds appropriated for fiscal 1971
have been frozen as to commitment in fis-
cal 1971. The budget proposes that one-half
of these frozen funds be released for com-
mitment in the first six months of fiscal
1972. No request is made for additional ap-
propriations,

(f) The budget message proposes new
legislation consolidating wurban renewal,
model cities, rehabilitation loans, and water
and sewer grants in a new Community De-
velopment Program, effective January 1, 1972,
upon which date the four categorical grant
programs would be phased out as to new
commitments. The budget requests a sup-
plemental appropriation of $1 billion for the
new Community Development Program.

If enacted, the new Community Develop-
ment Program presumably would also ter-
minate large outstanding unappropriated
Congressional authorizations, namely: $1,927
million in urban renewal grants; $837.5 mil-
lion in model cities supplementary grants;
and #1 billion in water and sewer grants,
in addition to $100 million in unexpended
water and sewer appropriations, In the event
that the new Community Development Pro-
gram is adopted, NHC recommends neces-
sary amendments to assure that all of these
authorizations will continue to be available
for the purposes contemplated as part of the
new Community Development Program.

7. As indicated above and in the chapters
concerning public housing, urban renewal,
model cities, and sewer and water, the Budget
has impounded large amounts of the funds
appropriated or authorized for HUD pro-
grams for fiscal year 1971. In a hearing called
by Senator Sparkman before the Senate Com-
mittee on Housing and Urban Affalrs on
March 4, 1971, it is reported that:

{(a) Budget officials confirmed the freez-
ing of nearly $1 billion in HUD funds this
year and they gave as their reasons the
curbing of inflationary construction costs
and the overall spending limit imposed by
Congress under a complicated formula which
works out at present to $214.5 billion. Budget
officials asserted that the individual pro-
gram authorizations aggregated a sum sub-
stantially in excess of this over-all spending
Hmit.

(b) The total amount of the Budget freeze
for all Federal agencles was sald to be about
$8 billion of funds authorized and appropri-
ated by Federal law.

(c) Senator Proxmire sald that certain
federal outlays are projected as rising in fis-
cal 1971, but that urban programs had taken
an inordinately heavy share of the cuts—s1
billion out of a total HUD budget of §3.4 bil-
lion. The Senator urged restoration of these
funds.

The Budget actions taken in freezing or
cutting HUD funds for various programs
demonstrate the need to grant a higher prior-
ity in the allocation of national resources to
the solution of the problem of housing and
community development. In view of the cur-
rent critical housing needs and the financial
crises in the cities, NHC urges action by the
Congress and the Administratlon—including
the relaxation of the over-all federal spend-
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ing limit if this is necessary despite the sepa-
rate Federal laws appropriating an aggregate
larger amount—to assure that the full
amount of funds authorized by legislation or
appropriations will be released and spent for
housing and community development pro-
grams.

CHAPTER ¥, LOW RENT PUBLIC HOUSING

I. Summary of existing legislation

1. Need, There is a tremendous unmet need
for additional housing to serve the low-in-
come group who cannot be decently housed
without the aid of Federal subsidies. Many
of the ill-housed in this income group are
living in the slum and ghetto areas of our
cities. Their unmet need for adequate hous-
ing has contributed to the crisis in our cities.
Cities throughout the country have recog-
nized the wurgency of bullding additional
public housing. Applications for additional
public housing units are now being submitted
to HUD at an annual rate of about 140,000
units.

2. Authorizations in 1968 and 1969 Hous-
ing Act.

(a) Authorizations jor Annual Contribu-
tion Contracts. The 1968 Act provided an in-
crease in the contract authorization for an-
nual contributions of $100 million upon its
passage and an additional $150 million on
July 1, 1968, and July 1, 1870. The 1969 Hous-
ing Act increased the authorlzation for an-
nual contribution contracts by $756 million
as of July 1, 1969, and by $20 million on July
1, 1970. It was hoped that these increased au-
thorizations would provide about 375,000 low-
rent dwelling units over the 3-year period for
the public housing program.

(b) Tenant Services, The 1968 Act author-
ized HUD to make grants to local housing
authorities to assist in financing tenant
services for tenants of public housing. $15
million in appropriations for grants were
authorized for fiscal year 1969 and $30 mil-
llon for fiscal 1870. The 1969 Act extended
these authorizations through fiscal year 1971.
The tenant services include: counseling on
household management, housekeeping, budg-
eting, money management, child care, and
similar matters; advice as to resources for
job training and placement, education, wel-
fare, health, and other community service;
services which are directly related to meet-
ing tenant needs and providing a wholesome
living environment; and referral to appropri-
ate agencies when necessary for the provision
of such services.

(e) Limit on High-rise Projects. High-rise
public housing projects for families with
children are prohibited except where HUD
determines that there is no practical alter-
native.

(d) Leasing Program. HUD was prohibited
from prescribing limitations on the types or
categorles of structures or dwelling units
(other than those provided in the law)
which can be leased under the public hous-
ing Section 23 leasing program.

(e) Additional Subsidy for Certain Fam-
ilies. An additional annual subsidy of $120
is authorized for public housing units occu~
pled by large families or families with very
low incomes. In the past a like subsidy has
been llmited to the elderly and displaced
families.

(f) Loans for Public Housing Projects.
The 1960 Act increased from 90 to 100 per-
cent the maximum amount of Federal loans
or loan commitments authorized for financ-
ing the acquisition or development of a low
rent housing project with respect to which
annual contributions are to be made, Section
9 Is used primarily to enable local housing
authorities to obtaln temporary financing
for the acquisition or construction of a pro-
ject by the sale of short-term notes backed

by a Federal loan commitment. With a loan
commitment of 100 percent of a project's

acquisition or development cost, a local hous-
ing authority would be able to schedule the
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fssuance of long-term bonds for permanent
financing when most advantageous to ltself
and the Federal Goyernment rather than just
prior to acquisition or when development
costs reach the 90-percent level.

(g) Public Housing Annual Contributions.
Section 10(b) of the USH Act was amended
to clarify existing authority to fix the
amount of the annual contributions to pub-
lic housing projects at an amount in excess
of the debt service requirements of the pro-
jects so long as the fixed contribution does
not exceed the maximum annual contribu-
tion authorized in that section.

(h) Notifications to Applicants jor Admis-
sion to Public Housing Projects. The 1869
Act amended Section 10(g) of the USH Act
by adding a new paragraph requiring every
contract for annual contributions for a low-
rent housing project to provide that the pub-
lic housing agency shall notify promptly any
applicant determined to be ineligible for ad-
mission to a project of the reason for such
determination and provide the applicant,
within a reasonable time after the deter-
mination is made, with an opportunity for a
hearing on the determination. Applicants
who are determined to be eligible for admis-
sion to a project must be notified promptly
of the approximate date of occupancy inso-
far as this can be reasonably determined,

(i) Elimination of WOrkable Program Re-
quirement With Respect to Low-Rent Pro-
jects. The 1969 Act amended Section 101(c)
of the Housing Act of 1949 and Sections
10(e) and 23(f) of the USH Act to eliminate
the workable program requirement for low-
rent public housing and Section 221(d)(3)
projects.

(}) Reduced Rentals for Very Low Income
Tenants of Public Housing Projects—Brooke
Amendment.—The 1969 Act amended Sec-
tion 2(1) of the USH Act to provide that
rent in public housing projects may not ex-
ceed one-fourth of the family's income, de-
fined by the Secretary of HUD. To make it
possible to serve very low income persons in
public housing, additional asslstance pay-
ments were authorized within the existing
annual contributions framework. To provide
necessary funds for this purpose, $75 million
was added to the authorization for annual
contributions contracts under Section 10(e)
of the USH Act.

The requirement that rents fixed by pub-
lic housing agencies may not exceed one-
fourth of the low-rent housing tenant's in-
come does not apply in any case in which
the SBecretary determines that by limiting
the rent of a tenant there will result a re-
ductlon In the amount of welfare assistance
which would otherwise be provided to the
tenant by a public agency.

(k) Applicable Going Federal Rate.—The
1969 Act amended Section 14 of the USH Act
to provide that any contract for annual con-
tributions, loans, or both, may be amended
or superseded for the purpose of Insuring
the low-rent character of the project in-
volved so that the golng federal rate on the
basis of which such annual contributions or
interest rate on the loans, or both, are fixed
shall mean the going federal rate of the
amending or superseding contract.

3. Amendments in the Housing and Urban
Development Act of 1970,

(a) Public Housing Annual Contribu-
tions.—The 1970 Act amends section 10(e)
of the United States Housing Act of 1937 to
increase the contract authority by $150 mil-
lion, and by $2256 million on July 1, 1971,
for the public housing program.

(b) Public Housing Rent Requirements.
The 1970 Act amends section 2(1) of the
Housing Act of 1937 to provide more specific
guidelines with respect to the maximum
rental permitted to be charged tenants in
public housing projects by providing statu-
tory definition of income for purposes of
establishing maximum rentals at one-fourth
the tenant's income. Family income includes
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income from all sources of each member of
the family residing in the household who
is at least eighteen years of age, (1) non-
recurring income, as determined by the Sec-
retary, but excluded are (2) an amount equal
to the sum of (A) $300 for each person in
the household under eighteen years of age,
and (B) 5 per centum of the family's gross
income (10 per centum in the case of elderly
familles), (3) $300 for each secondary wage
earner, (4) medical expenses of the family
properly considered extraordinary; finally,
(6) the Secretary may allow further dedue-
tions in recognition of unusual circum-
stances.

(¢) Public Housing Cost Limits. The 1970
Act substitutes a new formula for establish-
ing limits on the constructions costs appli-
cable to public housing projects which would
be based on cost factors prevailing in each
area rather than on national standards. Un-
der the proposed formula, the Secretary of
HUD would periodically *“cost out” proto-
types of various types of projects in each
area sultable for occupancy by public hous-
ing tenants. These various types could in-
clude high-rise elevator structures, walk-up
projects, detached or row houses, projects de-
signed for the elderly and handicapped, and
congregate and dormitory-type housing, and
others as necessary. Prototype cost would be
determined on the basis of complete plans
and specifications for the particular type of
project. These plans and specifications could
vary from one part of the country to another
to reflect differences in climate, design stand-
ards and specifications.

(d) Amendment of Contracts to Assure
Low-Rent Character of Projects. The 1970 Act
clarifies the use of annual contributions to
pay the excess of operating and maintenance
expenses over rental income Incurred by pub-
lic housing agencies,

(e) Low-Rent Housing in Private Accom-
modations. The 1970 Act amends section
10(e) of the United States Housing Act of
1937 to require that at least 30 percent of
the dwelling units for which contracts for
annual contributions are entered into pur-
suant to the new authority granted under
section 202 of the Housing and Urban Devel-
opment Act of 1970 or under any law subse-
quently enacted shall be units in private
accommodations provided pursuant to sec-
tion 23 of the United States Housing Act of
1937.

(f) Funding of Tenant Services. The 1970
Act repeals the grant program for tenant
services In public housing projects and
authorizes such services to be financed out
of project income and annual contribution
payments,

(g) Congregate Housing for the Elderly,
Displaced and Handicapped. The 1970 Act
amends sectilon 15 of the United States
Housing Act of 1937 by adding a new para-
graph (12) which would direct the Secretary
to encourage local public housing agencies
to develop congregate housing for the dis-
placed, elderly and handicapped. Congregate
housing is defined to mean projects with
central dining facilities where some or all
of the units do not have kitchen facilities.
The dining facility would be required to be
operated on a self-supporting basis; however,
any expenditures, other than for food or
services, could be considered a cost of the
administration of the project. The section
also provides that not more than 10 percent
of the total amount of contracts for annual
contributions entered into in any fiscal year
pursuant to the new authority granted under
the Housing and Urban Development Act of
1970 or under any law subsequently enacted
shall be entered into with respect.to units in
congregate housing.

(h) Policy Statement. Section 211 of the
1970 Act amends section 1 of the United
States Housing Act of 1937 to state, as the
policy of Congress, that public housing
tenants should not be barred from serving
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on the board of directors or other governing
body of a local public housing agency.

II. Recommendations

1. Urgent Need To Make Authorizations
Available jor Commitment. The Budget con-
talns severe cut-backs in the public housing
program. Of a total of $394 million in con-
tract authority available for fiscal 1971, the
Administration plans to obligate only $201
million, leaving a carry-over of $193 million
in contract authority. Of the total of $417
million in available contract authority for
fiscal 1972 (which includes the $193 million
carry-over), only £207 million will be obli-
gated, leaving a 210 million carry-over au-
thorization for fiscal 1873, Thus, the Ad-
ministration intends to permit the use of
only about two thirds of the total contract
authority avallable each year. This will create
serious difficulties for the public housing
program. The new starts for fiscal 1971 will
remain at 90,000 units which is less than one-
half of the annual number of public housing
units we need to meet our goals. Moreover,
many public housing authorities are facing
large operating deficits which are rising due
to inflation; also the additional funds are
needed to implement the Brooke Amendment
so that low-income tenants do not pay an
excessive proportion of their income for rent.
NHC urges that all available authorizations
be released immediately to meet this criti-
cal condition as contemplated by the 1970
Housing Act.

2. Necessary Appropriation. NHC recom-
mends the following schedule of authoriza-
tions for the Public Housing Program for new
units to be developed:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $300 million.

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of #350 million.

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $400 million.

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $450 million.

On July 1, 1975 (for fiscal 2976) an addi-
tional authorization of $500 million.

3, Increases in Legislative Authorizations.
There is a need to increase the authorizations
as outlined in paragraph 1, above, for public
housing to an average annual rate of 200,000
units for a 5-year period. Initially, the an-
nual rate should be 150,000 units, but it
should be accelerated each year until it
reaches 250,000 units in the fourth and fifth
years. This should include public housing
of the conventional type, along with turn-
key housing and leasing programs.

4, Immediate Release of All Available
Funds. NHC deplores the announcement by
the Bureau of Budget and Management that
the $150 million of supplemental authoriza-
tlons for fiscal year 1971 have been frozen.
This money is desperately needed to imple-
ment the Brooke Amendment and to allevi-
ate the tremendous backlog of applications
for new construction.

6. Continuation of Established Appropria-
tion Procedures. During the floor debate on
the 1070 Housing Act, Congressman Davis
offered an amendment to subject authoriza-
tions for annual contributions to approval
in appropriation acts. NHC deplores and
strongly opposes the intent of this amend-
ment. There is no justification to change
the long-established and satisfactory prac-
tice covering authorizations for annual con-
tribution contracts. It has been in success-
ful operation 34 years since the 1937 law
was enacted. NHC urges that the Housing
Subcommittee reject the proposal In ques-
tion.

8. Other Legislative Amendmenis. We
should perfect the existing public housing
programs in light of our experience. In the
conventional public housing programs, this
requires the following new federal alds to
meet conditions that have been too long
neglected:
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(a) NHC approves the objective in the 1969
Housing Act, as reaffirmed in the 1970 Act,
to establish a maximum percentage of a
tenant’s income which is required to be paid
as rent by public housing tenants However,
NHC recommends that 20% Iinstead of 25%
of a tenant's income should be the maximum
rent. The 25%-of-Income requirement is too
high for low income families to pay for hous-
ing in view of their need of income for other
essential living expenses.

(b) We recommend an amendment which
would make subsidies available without ref-
erence to maximum income limits. The sub-
sldies would be the amount needed after the
occupant pays the required percentage of
his income.

(c) Neither the program to lease privately-
owned housing for public housing purposes,
nor the rent-supplement program for those
of public-housing incomes requires a local
finanecial contribution in the form of exemp-
tion from local real estate taxes. Conven-
tional public housing projects are therefore
at a disadvantage in gaining acceptance by
local governments, since these projects re-
quire tax exemption and 10% of shelter
rents in leu of taxes. To eliminate this dis-
advantage, NHC recommends that local hous-
ing authorities be permitted to make pay-
ments in lieu of taxes equal to full taxes.
Federal annual contributions should be in-
creased to cover the payment of a full tax
equivalent.

(d) Special federal grants should be au-
thorized to offset the impact of locating low
and moderate income housing in suburban
and other areas where costs must be incurred
for education, health or other services to
the extent they cannot be met from collec-
tions of full taxes on the property. Such
federal grants would provide an incentive
and inducement to suburban and other com-
munities to accept low and moderate income
housing since it would not impose an addi-
tional financial burden on the community.

(e) Until such time as a full tax equiva-
lent is paid on public housing as recom-
mended above, there should be a federal pay-
ment to cover costs of sending public hous-
ing children to local schools; accordingly,
NHC deplores the fact that the language of
the Elementary and Secondary Education
Bill which provided for such payments was
deleted.

(f) There should be a HUD authorization
to make federal capital grants to cover the
full amount of land and site development
costs in excess of the reuse value of the im-
proved land for new low-rent public housing
projects which are not located in urban re-
newal areas; also HUD authority to make
such federal grants for a write-down on
buildings acquired for rehabilitation.

(g) The present law provides for disposi-
tion of public housing to residents when the
housing is sufficiently separable for owner-
ship by the resldents. We recommend an
amendment to authorize sale of an entire
project—including turnkey housing—to a co-
operative with a membership limited to those
who will reside in the project and whose in-
come meets the limits prescribed in Section
221(d) (3). The sale should be made subject
to the continuance of the outstanding bonds
of the local housing authority and the pledge
of federal annual contributions as securlty
therefor. In broadening the authorization
for disposition of publie housing, the amend-
ment should require a finding that such
disposition would not adversely affect the
low-rent program of the public housing
agency involved. The proposed NHC amend-
ment would make It possible for residents of
public housing to achleve cooperative home
ownership and to produce better and more
stable communities.

Further, instead of requiring over-income
families to move out, they should be allowed
to acquire cooperative home ownership by
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paying a higher monthly charge which they
can afford, based upon a percentage of their
increased earnings. This amendment will
give public housing tenants an incentive to
better themselves. As to public housing
tenants whose incomes have not increased,
they can either be (i) relocated in other
public housing projects, with their moving
expenses paid; or (ii) permitted to remain
in the project—preferably as members of the
cooperative—recelving the benefit of annual
contributions so long as they qualify as
low income families, When vacanclies occur,
they will be filled with over-income tenants
from other public housing projects who de-
sire to become cooperative owners. In deter-
mining the price and mortgage on the sale
of a public housing project for cooperative
ownership, the same definition of appraised
value should be used as is involved under
FHA cooperative programs, namely, “value of
the project for continued use as a coopera-
tive.”

(h) Repeal the provision in the U.S. Hous-
ing Act of 1937, as amended, which requires
a 20% gap between the lowest private and
the upper public housing income limits for
admission.

(i) Permit low-income individuals—in
addition to low-income families—to be
eligible for occupancy in low rent public
housing, NHC recommends the removal of
the 10% limit on the number of units in a
project which may be occupied by low in-
come individuals as distinguished from low
income families,

(J) Make the necessary changes to permit
construction in a municipality of low-rent
public housing for those of low income who
will later migrate to the munielpality for
employment in industries located there or in
service actlvities. This would include new
towns or municipalities outside of central
cities. It would facilitate dispersal of popula-
tlon and reduction of the concentration of
low-income families in central cities.

(k) In new and existing low-rent public
housing projects, there is a great opportunity
to provide social impetus and vitality not
only to those living in the development, but
also the neighborhood. The need is both for
physical community facilities on a large scale
and for skilled and dedicated personnel to
operate them imaginatively. A program was
authorized by the 18656 Act for twc-thirds
federal grants to assist communities, in de-
veloping neighborhood facllities of all types,
with preference to those in neighborhoods
involving the anti-poverty program. While
this affords a new opportunity to obtain
needed physical facllities, the law should be
amended to provide for necessary soclal and
counseling services in such neighborhood
facilities. Where funds or services cannot
otherwise be obtained, local authorities
should be permitted to use project funds for
this purpose. Adequate funds for soclal and
counseling services should be included In
the project budget., We belleve the 1970
Housing Act permits this under the amend-
ment allowing project Income and annual
contributions to be used for tenant services.
If any clarification is required to cover all of
the foregoing services and facilities, we rec-
ommend a further amendment which would
accomplish this.

(1) There should be an amendment au-
thorizing the leasing of available private
housing outside central cities for low-remt
housing purposes. Such leasing should not
require approval by the governing body of
the municipality involved. Parenthetically,
state laws should likewise be amended to
enable local authorities to lease such housing
outside central cities.

(m) The Section 23 leasing program should
be amended to permit longer term leases as
this will encourage more private owners to
participate in the program. The leasing pro-
gram should be avallable for use in connec-
tion with any FHA-Insured housing so as to
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help achieve economic integration. It should
also be available for use in connection with
FHA-Insured nursing homes.

(n) The 1965 Act repealed as to future
projects the requirement of Section 10(e) of
the United States Housing Act of 1937 that
annual contributions to a public housing
agency be reduced by any amounts by which
the receipts of the agency exceed its expendi-
tures. As a matter of fairness and to meet
the needs of public housing agencies, NHC
recommmends that this repeal should also ap-
ply to public housing projects existing at the
time of the 1965 Act, as well as future
projects.

(o) There should be no limits for con-
tinued occupancy in public housing. In-
stead, people should be permitted to stay
in public housing if they wish upon paying
the prescribed percentage of thelir income—
where permitted under state law—but not
in excess of the economic rent.

7. Administrative Actions. NHC recom-
mends and approves the following adminis-
trative actions by HUD:

(a) As permitted by the 1970 Housing Act,
additional annual contributions should be
made to meet all costs except those which
low income families can afford In rentals.
This should include not only the debt serv-
ice, but also adequate maintenance, secu-
rity, conservation and operation of public
housing, and additional services. It should
also cover the cost of work required to com-
ply with anti-pollution legislation. The
present needs and costs are higher than
those which prevailed when the original an-
nual contribution contracts were signed. If
the annual contributions are not ralsed,
local housing authorities will be forced to
increase rents and income limits. This would
jeopardize the continued achievement of
the purpose of this program to serve low
income families. Also, it will cause the de-
ferment of necessary maintenance and re-
pairs, thereby jeopardizing the physical con-
dition and long-term life of the property.
The present annual contributions were com-
puted to assure their adequacy to meet debt
service, but without provision for the in-
creased later costs of maintenance and op-
eration, or the need for additional services.
There has been criticism of conventional
public housing because of its failure to pro-
vide necessary services and because of its
failure to carry out adequate renovation.
Correction of these conditions should re-
move the cause of this criticism and produce
a better living environment in public hous-
ing.

(b) The annual subsidy formula should be
revised to permit the payment of the maxi-
mum annual contributions authorized by law
with residual recelpts being used elther for
project rehabilitation or improvement. At
any time after completion of a public hous-
ing project, provision should be made for re-
opening development cost, if necessary, to
make additional loans for needed rehabilita-
tion, improvements, or other purposes, with
annual contributions correspondingly in-
creased.

(c) While we belleve the proposal for pri-
vate management of turnkey housing is of
dublous merit, we favor testing this new
approach to determine whether it will pro-
duce benefits or improve techniques in the
management of public housing and the
achievement of the program’s soclal objec-
tives. The proposal should be recognized as
a pllot and experimenial program to be de-
termined by local housing authorities, Mean-
while, NHC reafirms the wisdom of contin-
uing the present tested management opera-
tlons through local authorities. They have
long experience in handling the operations
and problems and social aspects of public
housing management. Moreover, they are
clearly motivated by the public interest in
managing public housing to serve low-in-
come families. Local housing authorities
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should be allowed the same budgets for their
operations and management services on
turnkey housing as are proposed for private
management. NHC also recommends ap-
proval of experimental programs of local
housing authorities for management of pub-
lic housing by nonprofit organizations, since
they likewise have motivations of public in-
terest and soclal welfare.

(d) We again commend HUD for its flexi-
bility in using existing legislative tools to
develop a program which will enable low-
income families to live in the same projects
as families of moderate Incomes instead of
isolating families of each income group. Un-
der this program, the low-income family can
continue in occupancy when its income in-
creases, but will no longer receive public
housing subsidies; instead, it will get the
benefit of a below-market interest rate.
When the family becomes self-supporting, it
will pay the full market rate of interest.

(e) The speclal subsidy for housing elderly
and displaced persons ls now available only
in the event of a deficlt operation. NHC
recommends that this subsidy be made avail-
able generally in an amount equal to the dif-
ference between the rent paid per month and
the average cost of operation.

(f) The 1968 Housing Act emphasizes the
importance of good public housing design
to the low-income family and to the local
community. The Nation is concerned not
only with the quantity of new public hous-
ing, but also with its quality. We urge HUD
to take all actions necessary to achieve higher
design standards for public housing
developments.

(g) NHC recommends necessary adjust-
ments in public housing income limits in
those localities which have failed to keep
pace with the increases In costs and incomes;
also, there should be a recognition of the
larger income which larger families require.
Thus, there is no justification for a public
housing limit for a larger family which would
make a welfare recipient Ineligible for
occupancy.

(h) NHC recommends a revision in the let-
ters of intent used by the Housing & Urban
Development Dept. in its turnkey housing
program, in order to make it mandatory for
housing authorities to purchase the land and
plans from the developer if—for any reason—
the local housing authority and the developer
fail to execute a contract to purchase,

(i) NHC suggests that local housing au-
thorities draw down the purchase price of the
completed improvements at the time of sign-
ing the turnkey contract of sale. This sum
would then be deposited to the credit of the
local housing authority with a banking insti-
tution in the community in which the proj-
ect is being built and a Certificate of De-
posit would be issued to the local housing
authority bearing Interest at the highest
going rate. In consideration of the deposit,
the banking institution would agree to make
the construction loan to the turnkey devel-
oper at an interest rate not more than 2
percentage points higher than the interest
paid by the banking institution to the local
housing authority on the Certificate of De-
posit, plus normal operation and service
charges and fees.

(j) NHC understands that HUD has es-

tablished a celling of 9,000 units for the
Section 23 leasing program even though there
are pending requests for about 45,000 units,
NHC deplores any administrative action
that prevents the full utilization of authori-
zations for thls successful and imaginative
program.,
(k) The Section 23 leasing program should
be administered in a manner which will per-
mit longer term leases as this will expand the
program Iincluding the encouragement of
more new construction and rehabilitation.

(1) NHC recommends that the documenta-
tion required to qualify initially for the leas-
ing program eliminate the unnecessary re-
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quirement for development of detailed hypo=
thetical data as to the extent of the poten=-
tial supply of units.

(m) We urge HUD to restore the avail-
ability of consolidated annual contribution
contracts and operating budgets for use by
local housing authorities. This mechanism
has been essential to enable most local pro=-
grams involving more than one project to
serve adequately a cross section of needs in
the low income group. Also, this procedure
has been necessary for the proper cperation
of projects with substantially different sizes,
ages, neighborhoods, and design character-
istics. Insistence by HUD on a separate an=
nual contributions contract for each new
project will exclude many development op=
portunities and impair sound and flexible
management operations.

(n) When the local housing authority re-
news leases under the leasing program, there
should be a price adjustment in the lease
that takes into account price level changes.

CHAPTER G. URBAN RENEWAL PROGRAM
I. Summary of existing legislation

1. Objectives. Urban renewal 1s a major in-
strument of reform which deals primarily
with the physical side of removing blight.
Its objective is to eliminate slum, blighted
or deteriorating areas and provide for the
use and disposition of land In accordance
with comprehensive urban renewal plans
that meet community needs. Over 1,000 cities
are reclaiming such blighted areas for re-
development or rehabilitation under urban
renewal programs. The backlog of urban-
renewal-grant applications was In excess of
$3 billion at the beginning of the fiscal year
and new applications averaged over $200
million per month, despite HUD actions to
discourage applications by the imposition of
more stringent requirements concerning pro=
gram objectives and priority criteria. Each
year about 60 additional communities are
jolning in the participation of the urban
renewal program, after adopting workable
programs for community improvement.
There is a tremendous need for increased
urban renewal authorizations to meet the
requests of citles who are seeking to stop the
insidious blight which is overwhelming their
older neighborhoods.

2. Authorizations and Limitations in the
1968 and 1969 Housing Acts.

(a) Increased Authorizations in 1968 Act.
An additional $1.4 billlon of urban renewal
grants was authorized by the Act for fiscal
year 1970. In addition, there was an authe
orization of £350 million for urban renewal
grants for projects in model clty areas, which
supplements the previous authorization of
$250 million for this purpose.

(b) Neighborhood Development Program
(NDP). The 1968 Act provides for a new ap-
proach to urban renewal which is intented to
facilitate more rapid rehabilitation and re=-
development of blighted areas on an effective
scale. Financlal assistance would be pro-
vided for a neighborhood development pro=
gram which consists of urban renewal under-
takings and activities In one or more areas
that are planned and carried out on the basis
of annual increments, Financing is based
on the amount of funds needed to carry out
the activities planned during a 12-month
period in each of the urban renewal areas
in the community’s program. As to subse-
quent annual increments of the program, the
community would receive financlal assist-
ance to the extent that funds are then avail-
able and the community’s program is accept=
able to HUD. This will permit the undertak=-
ing of urban-renewal-execution activities,
land acquisitions and public improvements
simultaneously with planning.

(¢) Low and Moderate Income Housing.
The 1968 Act requires that a majority of the
total number of housing units in a comse
munity’s residential urban renewal project
which receives Federal recognition after Au-
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gust 1, 1968, must be for low and moderate
income families or individuals. As to hous-
ing units in urban renewal areas, at least
209% of the total must house low-income fam-
ilies or individuals, but HUD may waive this
20% requirement to the extent that these
units are not needed in the community.

(d) Increased Authorizations in 1969 Act.
The 1989 Act amends the first sentence of
SBectlon 103(b) of the 1849 Act to increase
the aggregate amount of capital grants which
may be made under the urban renewal pro-
gram by $1.7 billion on July 1, 1870, and re-
serves 35 percent of available funds for fis-
cal year 1970 and fiscal year 1971 for neigh-
borhood development programs.

(e) Extension of Urban Renewal Assistance
to Trust Territories, The 1960 Act makes the
Trust Territory of the Pacific Islands and the
Indian tribes, bands, groups, and nations
(including Alaska Indians, Aleuts, and
Eskimos) of the United States eligible for:

(1) urban renewal loans and grants for
rehabilitation;

(2) demolition grants;

(3) code enforcement grants; and

(4) interim assistance grants.

(f) Eztensions of Period of Eligibility of
Local Grants-in-4id. The 1969 Act amends
Section 110(d) of the 1949 Act to permit, in
the case of any urban renewal program for
which an application is filed but not ap-
proved on or before the date of enactment
of the 1969 Act, credit for local grants-in-
aild if construction of the public improve-
ment or facility was commenced not more
than 4 years prior to authorization by the
Secretary of a contract for a loan or capital
grant for the project. The period of eligibility
otherwise applicable is 3 years. There are also
other extensions of the period of eligibility
of local grants-in-aid for certain projects.

(g) Inclusion of Enclosed Pedestrian Malls
as Eligible, The 1969 Act amends Section
110(c) of the 1949 Act to include covered
pedestrian malls and walkways (with related
facilities) among the types of undertakings
eligible for inclusion in urban renewal project
costs,

(h) Rehabilitation Grants, The 1969 Act
amends Section 115 of the 1949 Act to In-
crease the maximum rehabilitation grant
authorized under that section from #3,000
to $3,500.

(i) Loecal Grant-in-Aid Credit for Certain
University Facilities. The 1969 Act amends
Section 110(d) of the 1949 Act to make clear
that medical facilities otherwise eligible for
non-cash grant-in-ald credit may receive
such credit if built on behalf (as well as if
built by) & public university.

(j) Replacement of Housing Units Where
Project Involved Removal of Residential
Structures. The 1860 Act amends Section
105 of the 1949 Act to provide that if any
urban renewal project which receives Fed-
eral recognition after the date of enactment
of this Act Includes the demolition or re-
moval of any residential structures, there
must be provided in the area within which
the local public agency has jurisdiction by
construction or rehabllitation standard
housing units for occupancy by low and
moderate income families at least equal in
number to the number of units demolished
or removed that were occupied by such fam-
flies prior to demolition or removal. Replace-
ment housing may be provided under Fed-
eral or State-assisted housing programs and
may include units for low-rent housing in
private accommodations assisted under Sec-
tion 23 of the United States Housing Act of
1937. Where the Secretary of Housing and
Urban Development deems it appropriate,
he may take into account sultable housing
outside the area within the jurlsdiction of
the local public agency for purposes of meet-
ing this requirement. If the Secretary finds
that the percentage of vacancies for all exist-
ing housing units in the area within which
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the local public agency has jurisdiction is §
percentum or greater, he may walve this re-
quirement to the extent that he determines
that there are existing standard housing
units available for occupancy by displaced
low and moderate income families.

3. Amendments in Housing and Urban
Development Act of 1970.

(a) Urban Renewal Grant Authority. The
1970 Act amends Section 103 (b) of the Hous-
ing Act of 1949 to increase the aggregate
amount of capital grants which may be made
under the urban renewal program by $1.5
billion on July 1, 1971, and requires that not
less than 35 percent of avallable funds dur-
ing the fiscal years of 1970 through 1974 be
made available for neighborhood develop-
ment programs.

(b) Relocation Payments. The 1970 Act
amends Section 114(b) (1) of the Housing
Act of 1949 to provide that the Secretary of
Housing and Urban Development may au-
thorize the payment to displaced business
concerns of fixed amounts in lleu of their
total certified actual moving expenses where
he determines that it is impractical for a
displaced business concern to calculate the
amount of such expenses.

(¢) Expenses in Connection with the Sale
of Surplus Federal Lands to Local Urban Re-
newal Agencies. The 1970 Act amends Sec-
tion 108 of the Housing Act of 1949 to permit
the Secretary to charge against the gross
proceeds realized any property management
or other expenses he incurs when Federal
surplus real property is transferred to him
for sale to a local urban renewal agency.
Under existing law all the proceeds from
such a transfer and sale must be deposited
into the Treasury.

(d) Early Closeout of Urban Renewal Proj-
ects. The 1970 Act amends Section 106(1) of
the Housing Act of 1949 to authorize the
Secretary, in cases where the local publie
agency does not expect to be able in the
reasonably near future, due to circumstances
beyond its control, to dispose of remalining
urban renewal project land, and the Secre-
tary determines an early close-out of the
project would be in the financial interest of
the Government, to compute the net project
cost and close out the project at no addi-
tional cost to the locality. The locality would
receive an additional grant equal to one-
third (or one-fourth) of the estimated dis-
position proceeds from the undisposed land.
When such land was subsequently disposed
of in accordance with the urban renewal plan
the net proceeds realized would be paid to
the Secretary. Under existing law early proj-
ect closeout is only permitted where 5 per-
cent or less of project land remains unsold.

4., Authorizations in Appropriation Acts.
For fiscal 1969, 8750 milllon was authorized
and appropriated for urban renewal grants.
In addition, an advance appropriation was
made of $750 million of the 1.4 billion au-
thorized for fiscal 1970 in order to give com-
munities more lead time for planning their
urban renewal program. For urban renewal
projects In model city areas, $312.5 million
was appropriated for fiscal 1969, as compared
with the #$350 million authorized. Of the
$250 million authorized for grants on urban
renewal projects in model clty areas for the
preceding fiscal year, $150 million was appro-
prlated. For fiscal year 1870, $750 million
previously appropriated was available plus
$250 million of new appropriations. $1.35 bil-
lion was Included in the appropriation act
for fiscal year 1971 which was vetoed by Pres-
ident Nixon. Then, Congress passed another
appropriation act for fiscal year 1971 with
2 reduced total of 1.2 billion for urban re-
newal which was signed by the President.

II. Recommendations

1. Urgent Need to Continue Program.
President Nixon's 1972 Budget M ge re-
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funds for the first half of fiscal year 1972,
plus a §200 million carry-over from this
year. In addition, the Budget Message con-
templates phasing out the rehabilitation
grant program and consolidating it with
three other categorical grant programs into
a new community development grant pro-
gram. For the reasons set forth in Chapter
E, NHC opposes this plan to phase out the
rehabilitation grant and other categorical
grant programs. However, we are in agree-
ment with the principle that these federal
grants should be made available for use by
local governments without federal accounta-
bility or program supervision, except for (1)
compliance with non-discrimination obliga-
tions and (2) the use of funds for the spe-
cific purpose of the grant.

NHC also opposes the wiping out by the
special revenue sharing program of authori-
zations not yet appropriated for urban re-
newal of $1.96 billion. Finally, NHC deplores
the recent announcement by the Bureau of
Budget and Management that $200 million
of the #1.2 billion appropriated for fiscal year
1971 will be frozen. In view of the tremen-
dous backlog, this money should be made
available immediately.

When there are additional legislative au-
thorizations as recommended below, there
should be additional appropriations for each
fiscal year and an advance appraopriation for
the succeeding fiscal year. This will give
communities more lead time for planning
their urban renewal programs.

2. Increase in Legislative Authorizations.
NHC recommends an increase in the au-
thorizations for appropriations for a 5-year
period at the following levels:

On July 1, 1971 (for fiscal year 1972) an
additional authorization of $3.0 billion.

On July 1, 1872 (for fiscal year 1973) an
additional authorization of $3.25 billion.

On July 1, 1973 (for fiscal year 1974) an
additional authorization of $3.5 billion.

On July 1, 1974 (for fiseal year 1975) an
additional authorization of $4.0 billion,

On July 1, 1975 (for fiscal year 1976) an
additional authorization of $4.5 billion.

As public agencies elect to utilize the alter-
native Community Development Program
under our proposed amendment to Part C
of Title I, the foregoing appropriations
would be utilized to provide funds to carry
out the new Community Development Pro-
gram which would gradually replace the
other program.

3. Legislative Amendments Relating to
Parts A and B of Title I of the Urban Renewal
Act. NHC recommends the following amend-
ments to urban renewal laws:

(a) On capital grants for urban renewal,
code enforcement and other comparable pro-
grams, there should be an increase in the fed-
eral grant to % from the present 3; which is
paid to larger cities. For smaller cities, the 3
grants should be increased to 5. Further,
where the community elects to finance sur-
vey and planning costs at its own expense, the
project capital grants for larger cities should
be increased to 5 from 3§. Pooling all of such
grants should be permitted for all urban re-
newal projects in the city. Where the urban
renewal is located in a distressed area, the
present subsidy of % should be increased to 5.

(b) NHC recommends that action be taken
to simplify both the legislative and adminis-
trative provisions relating to local non-cash
grants-in-aid; also to embrace all types of
such alds as being eligible for credits against
the local contribution. The objective should
be to eliminate most of the complexities of
the rules, reviews and approvals of local non-
cash credits and to extend benefits of this
means of financing the local share of urban
renewal project costs.

(c) A new program of loan and grant con=-
tracts should be authorized for the purpose of

quests only $600 million for urban renewal

ting the acquisition and rehabilitation of
scattered properties in residential neighbor-
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hoods designated for conservation, rehabilita-
tion, or intensive code enforcement by an ap-
proved community renewal program. The cost
of any new public improvements serving the
rehabilitation properties should be recognized
for appropriate grant-in-aid credits.

(d) Local public agencies should be au-
thorized to make sales of industrial and com-
mercial land for later development by non-
profit industrial development corporations or
properly constituted public bodies on the
same basis as is now authorized under eco-
nomic development laws.

(e) There should be a broadening of the
existing statutory provisions for recognition
of real property tax losses—on the land as
improved before the demolition occurred—
by the locality in an urban renewal area as a
local grant-in-aid credit. Such losses should
be computed from the date of acquisition of
the property to the date of transfer of title.

(f) Where a project is in execution, tax
abatement should count as a non-cash local
grant-in-aid to the project when such tax
abatement is granted to federally-assisted
housing for the purpose of achieving lower
rents and facilitating relocation unless there
is a federal grant to reimburse the state and
local taxing authorties for their tax losses.

(g) NHC supports special urban renewal
provisions for central business districts
which would clearly recognize that com-
mercial and business obsolescence comes
within the definition of blight whose re-
moval is eligible under Title I. NHC supports
special urban renewal provisions for central
business districts, which would permit the
renewal provisions for central business dis-
tricts which would permit the renewal of
such districts and recognize that employ-
ment, commercial, industrial, and cul-
tural functions of central business districts
are of vital importance to community growth
and revitalization.

(h) There should be an amendment to the
urban renewal law allowing any public fa-
cility to be eligible for non-cash grant-in-
aid credit covering the full cost of the facility
if its development was occasioned by the ur-
ban renewal program as certified by the ur-
ban renewal agency.

(i) Section 314 should be amended to pro-
vide that the Federal Government in special
cases could pay up to 100% of the cost of
the demonstraton program.

(§) Non-cash grant-in-aid credits should
be extended to cover alr rights involved in
the development costs for 221(d) (3) or 236
projects for low and moderate income
families.

(k) Title I funds should be avallable for
the reclamation of otherwise unbuildable
land in urban areas on the same financial
formulas now controlling other activities.

(1) Where state or local law requires abut-
ting property owners to pay a portion of the
cost of street repairs, federal urban renewal
grants should be made to cover the owner's
share when there is a showing of need.

(m) TUnder the Neighborhood Develop-
ment Program, non-cash grants-in-aid—
otherwise meeting time requirements—
should become eligible as soon as HUD ac-
cepts an application for review.

(n) Costs of development of the initial
application should be an allowable project
cost,

(o) NHC urges legislation that would allow
the owner of property in blighted areas which
is either underdeveloped or contains a struc-
ture which is fully depreciated to be given
the same tax allowances permitted under an
involuntary ‘éonversion as though eminent
domain, if he were to dispose of his property
to a private developer and to Include in the
conveyance the appropriate restrictions and
requirements of the urban renewal plan.
Such a procedure would result in the achieve-
ment of the public purpose without the
necessity of having the land pass through
public ownership. Appropriate certification
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by the local public agency could afford neces-
sary safeguards. This could result in a con-
siderable savings in public funds and savings
in time which would otherwise be lost in the
process of acquisition and subsequent dis-
position by the local public agency.

4. Legislative Amendments Relating to
Community Development Program. NHC en-
dorses and recommends an alternative Part
C program under Title I which would pro-
vide for a total Community Development
Program—a comprehensive community-wide
program, prepared by the local community,
including all physical development, rebuild-
ing and rehabilitation activity, and eligible
for federal funding on an annual basis, The
key element in the program is the prepara-
tion by the locality of a Community Develop-
ment Plan. In drafting it, the locality would
have to take stock of its physical inventory,
set priorities, and relate each component in
the plan to the specific public need it seeks
to meet. The plan, if approved, would receive
federal funding on a yearly increment basis,
similar to that in the NDP program. The
locality’'s application to HUD would contain
a three-year forecast of financial assistance
needed, including a one-year budget and pro-
gram, and a request for a second-year reser-
vation of funds. The proposal calls for a
three-year Federal authorization, with one
year contract, a second year advance reserva-
tion, and a third year forecast. They would be
updated annually. The activities proposed for
inclusion in & Community Development Plan
extend greatly beyond those now eligible
under fraditional urban renewal or NDP.
Specifically, the CDP would include:

(a) The Program would involve modifica-
tions in existing legislation relating to re-
newal, codes, rehabilitation, and other as-
pects as described in the proposed new Part
C of Title I. In addition to these items which
would be funded out of CDP monies, the
estimated cost of the following additional
activities would be identified In the Pro-
gram and there should be set aside the neces-
sary Federal funds (which would not be
CDP funds, except for rehabilitation grants)
to assure their timely completion: (i) pro-
posed housing and rehabilitation; (ii) water
and sewer; (iii) neighborhood {facilities;
(iv) open space, urban parks, and urban
beautification.

(b) The Title I program would continue,
but the new program CDP is designed grad-
ually to replace it.

(c) The Program would cover the entire
community in both public and private de-
velopments. The Federal funding proposed
for public improvements and facilities under
the CDP would be available on a city-wide
basis but only in locations designated in
the CDP's budget.

(d) When a Community Development
Program is approved for a city, there would
be a reservation of funds for all of the fol-
lowing actiyities relating to it: (i) proposed
housing and rehabilitation; (iil) water and
sewer, (iif) neighborhood facilities; (iv)
open space, urban parks, and urban beauti-
fication.

The estimated cost of these additional
activities would be identified but would not
be funded out of the CDP monies (except re-
habilitation grants), but there would be set-
asldes of necessary Federal funds for each of
these programs.

(e) Rehabilitation grants would be fund-
ed out of the CDP monies. Temporary loans
could also be made from CDP funds for
rehabilitation activities.

(f) Any activity contained in the operat-
ing budget of a Community Development
Program would be eligible as a local con-
tribution under the formula for a 35 Fed-
eral grant for larger cities and a 3; grant for
smaller cities. The budget would also include
funds for the design and construction of
facilities to the extent that such funds are
not otherwise avallable. This proposal for
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CDP design and construction financing for
supporting facilities when permanent financ-
ing is contemplated from other sources is to
take the city's place when the city is slow
in budgeting for the services or supporting
facilities.

(g) While the CDP grant could not nor-
mally provide financing for the “supporting
facilities” (schools, hospitals, etc.) it could
provide, in addition to interim financing for
design and construction, a five percent over-
ride incentive grant to certain Federal
grants-in-aid; and, where necessary, defini-
tive loans for permanent financing secured
by a lease agreement.

(h) There would be a 20% supplementary
grant for unrestricted purposes relating to
programmed activities.

(1) The standards that would be applied
for property acquisitions such as conditions,
location and present use would be the same
as currently set forth in Title I, as amended
and in Title VII of the 1970 Housing Act.

(1) A local development corporation would
be an eligible agency to undertake federally-
assisted community development program
activities, and could be so utilized by a local-
ity. To be eligible to contract for such ac-
tivity under a local CDPF, a local development
corporation should be able to: accept grants,
gifts, and donatlons; make loans; issue stock;
borrow funds; donate and dedicate land and
improvements for public purposes; acquire
property for development, redevelopment, re-
habilitation, preservation, and conservation
in accordance with a publicly-adopted plan;
construct, repair or improve public facilities
and improvements; construct or improve for
industrial, commercial or residential puposes
and hold or sell same for public or private
use.

(k) The provision of supplementary serv-
ices and functions necessary to successful
operation of the CDP, such as health, educa-
tion and training activitles and day care
centers for which there are no Federal pro-
grams available.

(1) Direct loans and grants for the con-
servation, preservation, and rehabilitation of
other properties, as in the present 312 and
1156 program.

5. Administrative Action:

(a) NHC recommends the following ad-
ministrative actions in the Nelghborhood
Development Program:

(1) It should be flexibly administered,
particularly as regards the requirements for
actions on plans for areas larger than those
proposed for the action year,

(2) Every effort should be made to de-
velop administrative guidelines which will
permit the program to function smoothly
under existing state renewal enabling legis-
lation.

(3) The localitles should have the option
(without such action being prejudicial to
their present or future programs) to employ
the Neighborhood Development Program us
the means of carrying out Title I activities,
including the conversion of conventional Ti-
tle I projects to the Nelghborhood Develop-
ment Program.

(b) NHC recommends, in those cases of
condemnation of real property and when a
deterioration has taken place through no
fault of the owner, that an effort be made
to predicate the compensation of the prop-
erty on the fair market value before the de-
terioration. If legislation is needed to in-
sure that equitable compensation is made in
such cases, NHC recommends that appro-
priate legislative measures be taken.

(c) Cities whose population dropped below
50,000 in the 1870 census should be eligible
for federal grants of 3;, rather than being
limited to the 24 grant which was previously
applicable to them based on the 1960 cen-
sus. We believe this can be done through
administrative action, but NHC recommends
legislation if it is necessary.
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CHAPTER H. MODEL CITIES
I. Summary of existing legislation

1. Objectives. NHC reaffirms its endorse-
ment of the model cities program to launch
local programs for the upgrading of entire
neighborhoods. This is done through the
concentrated and coordinated use of all avail-
able Federal aids and local private and gov-
ernmental resources, including the supple-
mentary Federal grants for such model cit-
ies. We urge acceleration in the disburse-
ment and release of funds under the present
program.

2. Authorizations in the 1968 and 1969
Housing Acts.

(a) The Housing Act of 1968 provided for
(1) an increased authorization of $1 bil-
lion for the fiscal year 1970 for supplemental
grants and (2) $12 million for fiscal year
1969 for grants to plan model cities programs.
Any amounts authorized, but not appro-
priated, could be used for any succeeding
fiscal year commencing prior to July 1, 1971.

(b) The 19690 Act amended Section 111(b)
of the Demonstration Cities and Metropolitan
Development Act of 1966 (with a conform-
ing amendment in Section 111(c)) to au-
thorize an additional $600 million in grant
authority for model cities for the fiscal year
1871,

(¢) The 1969 Act amended Section 111(b)
of the 1966 Act to require that (for the fiscal
year 1970 and thereafter) 10 percent of any
appropriations for Model Cities supplemental
grants be used In cities of less than 100,000
population and to permit such use without
regard to the statutory formula fixing the
maximum Federal amount payable to any
city at 80% of the aggregate required non-
Federal contributions in connection with all
Federal grant-in-aid programs which are
carried out as part of the Model Cities pro-
gram.

(d) The 1969 Act amended Section 111(c)
of the 1966 Act to provide that amounts au-
thorized but not appropriated for any fiscal
year could be appropriated for any succeed-
l;;glﬁscal year commencing prior to July 1,

8. Authorizations in Appropriation Acts.

(a) Of the $400 million authorized for sup-
plemental grants to model cities for fiscal year
1868, $200 million was appropriated. For fiscal
year 1969, there was an authorization of $500
million for supplemental grants but the
amount appropriated was $312.5 million. For
fiscal year 1970, 8575 million has been ap-
propriated instead of the #$1 billion au-
thorized by the 1968 Act. Of the 800 million
authorized by the 1969 Act for fiscal 1971,
the President requested $575 million, which
was Included in the appropriation act for
fiscal 1971.

(b) Of the $12 million authorized for fiscal
year 1967 for grants to plan model cities pro-
grams, there was an appropriation of $11
millicn. For fiscal year 1968 there was an ap-
propriation of the $12 million which was au-
thorized for such planning grants. No appro-
priation has been made of the $12 million
of planning grants authorized for fiscal year
1969 or 1970.

4. Amendments in Housing and Urban De-
velopment Act of 1970,

(&) Authorization for Model Cities Pro-
grams. The 1970 Act amends Section 111 of
the Demonstration Citles and Metropolitan
Development Act of 1968 to authorize new
appropriations of $200 million during fiscal
year 1972 for the Model Cities Program; ex-
tends the avallability perlod for unexpended
funds to July 1, 1972; and eliminates ad-
ministrative expenses from the appropria-
tA!gtns authorized under Section 111 of the

I, Recommendations
1. Urgent Need To Continue Program. The
Budget Message contemplates phasing out
the model cities program and consolidating it
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with three other categorical grant programs
into a new community development grant
program. For the reasons set forth in Chap-
ter E, NHC opposes this plan to phase out
the model cities and other categorical grant
programs, However, we are in agreement with
the principle that all Federal grants in aid of
the model cities program should be made
avallable for use by local governments with-
out Federal accountability or program super-
vision, except for (1) compllance with non-
discrimination obligations and (2) the use
of funds for the specific purpose of the grant.

Originally the Administration’s budget
contemplated the obligation of only $375 mil-
lion of the 575 million appropriated for fis-
cal 1971, Under this budget, 8157 million of
the unspent funds would have lapsed on June
30, 1971, However, since the budget was pub-
lished, the Administration has announced
the release of $£148 million of impounded
model citles funds in fiscal 1971 and $288
million in fiscal 1972. Even at this rate, a
total of $206 million of model cities funds
would be withheld by June 30, 1972,

NHC strongly opposes action to phase out
the model cities program and allow these
authorizations to lapse. All of these funds are
urgently needed. Almost 150 clties are partic-
ipating in this program and other cities have
applications pending. The model cities pro-
gram meets a critical need. It permits the
creation of a comprehensive plan by a local-
ity for the total social, economic and physical
development of a specified section of the
community. The comprehensive planning
component of the model cities program
should not be separated from program im-
plementation,

2. Increase in Legislative Authorizations.
NHC recommends a legislative increase in the
appropriations for the model cities program
for a b-year period as follows: (a) addi-
tlonal supplemental grants at the rate of
$1.5 billion a year; and (b) additional model
clties planning funds at the rate of $50 mil-
lion a year. We further recommend that
there be advance appropriations for each
fiscal year, besides the current one, to give
cities more lead time for their planning and
development of model city programs. While
we are pleased to note the significant in-
crease in cities now participating in the
model cities program we urge that the fore-
golng recommendation be adopted to enable
participation by all qualified cities and coun-
ties which apply; also, to enable participating
cities and counties to obtain the additional
funds which they require.

3. Other Legislative Amendments. The
model cities program cannot achieve its goals
and provide necessary housing unless there
are increased authorizations and programs—
as recommended elsewhere in this report—
as follows:

(&) To expand urban renewal activities.

(b) To increase the supply of adequate
low- and moderate-income housing in the
model cities. Such housing should not be
limited to what will be developed in the
model neighborhood area or the city itself.
New housing and related community facili-
ties should be developed extensively on va-
cant land or other sites not Involving sub-
stantial residential displacement.

(¢) To increase Federal grant funds for
water, sewer, and neighborhood facilities,
und for open-space and urban beautification.

(d) To increase Federal grant funds for
all other programs involved in model city
areas, including those dealing with health,
education, welfare, mass transportation,
training and other purposes relating to urban
affairs; also, to specifically designate such
categorical funds for these purposes to be
avallable for model cities.

4, Other recommendations, To achieve the
objectives of this program, full coordination
is required between HUD—and all of its par-
ticipating constituents—and all of the other
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Departments of the Federal Government who
participate in the model cities program; also
between the Federal Government and local
governments. Each must effectively use all
of its powers and available funds in doing Its
share of the total job. NHC recommends
Presidentlial action and direction to assure
that all participating Departments of the
Federal Government fulfill their responsi-
bilities under the programs for model citles
and wurban' affairs, including (a) effective
coordination and cooperation between them
and (b) the priority handling of applica-
tions for assistance filed with the wvarious
Federal Departments by model cities.

CHAPTER 1. HOMEOWNERSHIP PROGEAM UNDER
SECTION 235
I. Summary of existing legislation

1. Objectives. Sectlon 236 provides finan-
clal assistance to enable lower income fam-
ilies to acquire individual or cooperative
homeownership, This law responds to the
urgent desire for homeownership among low-
er income familles who want the pride of
owning their own home and the greater sense
of security and dignity which it affords. Indi-
vidual and cooperative ownership provides
benefits not only to the owner, but to the
community as well. Such owners take respon-
sibility for maintaining and improving their
homes. They acquire a stake in the commu-
nity and participate in its affairs. The result
is a more stable and wholesome living en-
vironment in which to rear children.

2. Authorizations in the Housing Acts of
1968 and 1969.

(a) HUD is authorized to enter into con-
tracts to make periodic payments to lenders
who make FHA~insured home mortgage loans
to lower income families. The payments will
be in an amount necessary to make up the
difference between 20 percent of the family's
monthly income and the required monthly
payment under the mortgage for principal,
interest, taxes, insurance, and mortgage in-
surance premium. In no case, however, can
payment under the mortgage exceed the dif-
ference between (i) the required payment
under the mortgage for principal, interest,
and mortgage Insurance premium and (ii)
the payment that would be required for
principal and interest if the mortgage bore
an interest rate of 1 percent. The amount
of the payment on each mortgage will vary
according to the income of the homeowner,
The family’s income is required to be recerti-
fied at least every 2 years and appropriate
adjustments made in the assistance payment
to reflect any changes.

(b) The assistance payment is available
for a purchaser having an income at the
time of his initial occupancy, not in excess
of 135% of the maximum income limits that
can be established in the area for initial oc-
cupancy in public housing. However, up to
20 percent of the funds authorized in ap-
propriation acts for the program can be used
to asslst familles with incomes above these
limits but which are not in excess of 90 per-
cent of the income limits for occupancy in a
section 221(d) (3) below-market Interest rate
housing project.

(e) In calculating the income of the home-
owner for the purpose of determining eli-
gibility as well as the amount on which the
20 percent computation will be made, there
will be deducted $300 for each minor child
who is a member of the homeowner’s immedi-
ate family and living with him. Also, income
of minors will not be included in the home-
owner's income for this computation. By
administrative action pursuant to recoms-
mendations In the Senate Committee Report,
there is a deduction of 5% of gross income to
cover payroll deductions for social security
taxes and compulsory pension funds.

(d) The amount of a home mortgage can-
not exceed $18,000 (821,000 in high cost
areas), These limits are increased to $21,000
(except that It may be £24,000 in high cost
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areas) for families with five or more mem-
bers, The same limits apply as an average to
the blanket mortgage of a cooperative?

(e) On individual ownership of single
family homes, the maximum downpayment
is $200 for families with incomes up to 135
percent of the maximum income limits that
can be established in the area for initial oc-
cupancy in public housing and 8 percent of
appraisal value in other cases.

(f) HUD is authorized to provide budget,
debt management, and related counseling
services to homeowners who purchase homes
under the program.

(g) The housing, with a few limited ex-
ceptions, must be new or substantially re-
habilitated housing, except that up to 30
percent of the amount of contracts author-
ized to be made before July 1, 1971 can apply
to existing housing.® ¢

(h) The aggregate amount of contracts to
make payments cannot exceed amounts ap-
proved in appropriation acts. The payments
pursuant to the contracts cannot exceed $75
million per annum prior to July 1, 1869. This
amount was increased by $125 million on
July 1, 1969,* by $125 million on July 1, 1870,
and by $170 million on July 1, 19713 &

(i) The 221(h) program—with a new limit
of $50 milllon—is changed to allow the Sec-
retary to reduce the interest rate on a home
purchaser’s mortgage under the program to
as low as 1 percent where the purchaser’s
income justifies, with periodic adjustments
between 1 and 3 percent to reflect changes
in the homeowner’'s income. Under this pro-
gram nonprofit mortgagors purchase and
rehabilitate housing with financing under
FHA insured mortgages and resell it to low-
income families.

(}) Section 235(c) of the National Housing
Act now authorizes homeownership assistance
payments for home purchasers who assume
mortgages and who are otherwise eligible?
Section 235(b)(2) of the act now allows
subsequent eligible purchasers of cooperative
units to get the benefit of homeownership
assistance payments which were previously
limited to the Initial two purchasers of a
cooperative unit.®

3. Authorization in Appropriation Acts. Of
the 875 million authorized under Section 235
for interest-assistance contracts prior to July
1, 1969, 870 million of the contract authority
has been embodled in appropriation acts. Of
the 8100 million authorized in the 1968 Act—
this authorization was increased to $125 mil-
lion in the 1969 Houslng Act—for fiscal 1970,
$90 milllon was appropriated. The supple-
mental appropriation Act of 1970 contained
$356 million of contract authorlty. The ap-
propriation act for fiscal year 1971 contains
$130 million of contract authority.

4, Amendments in Housing and Urban De~-
velopment Bill of 1970.

(a) Extension of Programs. The 1970 Hous-
ing Act extends 235 program authority until
October 1, 1872,

(b) The 1970 Housing Act authorizes the
Secretary to compensate the lower income
purchasers of existing homes under Section
235 for serious structural or latent defects
in the homes which the FHA appraiser should
have recognized if properly performing his
duties. The defects must be reported within
one year of the sale.

(c) Interest Subsidy Authorization. The
1970 Act amends section 235(h) (1) of the
National Housing Act to increase, from $125
million to $150 million as of July 1, 1970 and
from $170 million to $200 million on July 1,
1971, the aggregate amount of the contracts
which may be entered into by the Secretary

* Amended in 1969 Houslng Act.

* Amended in 1969 Housing Act.
¢« Amended in 1970 Housing Act as described
in paragraph 4(d) below.
& Amended in 1970 Housing Act as described
in paragraph 4(c) below.
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to make periodic homeownership assistance
payments. It also clarifies the authority of
the Secretary of Housing and Urban Develop-
ment to enter into contracts for assistance
payments in an outstanding amount at any
one time not in excess of the amout ap-
proved in appropriation Acts.

(d) Assistance Payments with Respect to
Ezisting Dwellings under Section 235. The
1970 Act amends section 235(h) of the Na-
tional Housing Act to provide that up to 30
percent of the total amount of contracts of
homeownership assistance payments author-
ized to be made by appropriation Acts
through fiscal year 1972 may be made with
respect to nonrehabilitated existing dwell-
ings or dwelling units in existing projects.
It also provides that at least ten percent of
the total amount of contracts for assistance
payments authorized to be made by appro-
priation Acts after June 30, 1971 shall be
avallable for use only with respect to re-
habilitated dwellings.

(e) The Senate and House Commitiee re-
ports contain language which supports a
change in the administration of contract
authority under Sectlon 235. NHC agrees
with the Committees that the manner in
which HUD determines the amount to be
charged agalnst the contract authority when
a contract 15 made has resulted in an over-
utilization of this contract authority and,
therefore, a decrease in the number of fam-
ilies that can be asslsted. This is caused by
charging against the authorizations for each
assisted home owner an amount equal to the
full statutory subsidy necessary for the mort-
gage, even though the assisted family at
the time it purchases the home will not re-
ceive the full subsidy. This has the effect of
decreasing significantly the number of units
for lower income families that can be fi-
nanced under the program.

(f) Assistance under Section 235 Program
for Cooperative Projects Financed Under
Certain State or Local Programs. The 1970
Act amends sectlon 235(b) of the Natlonal
Housing Act to permit homeownership as-
sistance payments to be made on behalf of
lower Income members of cooperative hous-
ing projects financed with ald under a State
or local program which are approved by the
Becretary prior to the completion of con-
struction or substantial rehabllitation; this
authority is comparable to similar authority
contalned in section 236 with respect to
rental projects financed under State or loecal
programs.

II. Recommendations relating to
present 235 program

1. Additional Authorizations in Appropria-
tion Acts, President Nixon's budget message
for fiscal year 1972 did not request full fund-
ing for the Section 235 , In spite of
the tremendous backlog of applications. The
budget requested 8175 million of contract
authority for fiscal year 1972 agalnst Con-
gressional authorizations of £200 million. In
addition there was no request for $25 million
of supplemental authorization for fiscal year
1971, NHC strongly recommends that a re-
quest be made immediately for £256 million
of supplemental funding and that the full
suthorization for filscal year 10872 be re-
quested and appropriated.

We Turther recommend advance author-
izatlons in appropriation aects to cover each
succeeding fiscal year, besides the current
one, to allow more lead time for the plan-
ning and initlation of homeownership pro-
grams for lower income families.

2. Increase in Legislative Authorizations.

Currently there are no authorizations be-
yond fiscal year 1972 for Section 235. There-
fore NHC recommends increasing the legisla-
tive authorizations for interest assistance
?ontrs.cta under Section 235 to the follow-
ng:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $250 million;

10595

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of $250 million;

On July 1, 1973 (for fiscal 1974) an addi-
tlonal authorization of £300 million;

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $325 million;

On July 1, 1975 (for fiscal 1976) an addi-
tional authorization of 8350 million.

In addition to the foregoing authoriza-
tions, NHC recommends a separate and addi-
tional suthorization of $50 million for each
of the five fiscal years beginning with 1972
to provide interest assistance for projects
financed or assisted by state agencies,

3. Other Legislaticve Amendments, NHC
makes the following recommendations for
other legislative amendments:

(a) Under Chapter D, we recommend a
number of amendments to the proposed new
Section 402 which would replace Section 285
if the Administration’s Housing Bill is en-
acted. If that bill is not enacted and Section
235 continues, we recommend the following
amendments to Section 235 which appear in
Chapter D:

{1) Substitute the new proposed formula
in paragraph 2 of Chap. D III with respect
to eligible deductions in computing family
income, so that the criteria under Section
235 would be the same as those established
for public housing under the 1970 Housing
Act.

(2) Substitute the new proposed formula
in paragraph 3 of Chap. D III so that the
homeowner would be required to spend 20%
of his income for housing expenses including
mortgages payments, utilities, maintenance
and repalirs.

(3) Substitute the new proposed formula
in paragraph 4 of Chap. D III with respect to
income limits.

(4) Substitute the new proposed formula
in paragraph 5 of Chap. D IIT which would
provide varying amounts of subsidies for
different income groups and which would
achieve economic integration in a subdivison
contalning housing assisted under Section
235

(b) The widely recognized increases in the
costs of housing make it Increasingly difi-
cult—and in some areas impossible—to pro-
vide housing for the lower income group in-
tended to be served under Section 235. To
enable the program to reach this lower in-
come group, NHC recommends that interest
assistance be Increased for those families who
need it by reducing the payment of such
families to the amount that covers only the
principal payments on the mortgage with-
out any interest. For those who can afford
to pay interest, they would pay at a rate
which they could afford ranging from 0%
to the market rate.

(c) As aresult of increases In housing con-
struction and operating costs, there are more
people who are now unable to obtain decent
housing without Federal assistance. To en-
able the 235 program to reach these families
and to achleve economic integration, it is
necessary to eliminate income limits and thus
avold creating gaps and areas of unmet
need in the housing program. Housing assist-
ance subsidies should be based on the
amount needed after the occupant pays the
required percentage of his income. If Con-
gress decides that income limits are necessary
to continue this program and obtain funding
for 1t, we recommend the revised income limit
formula described in paragraph IIT 3(a) (3)
of this chapter.

(d) NHC recommends an amendment
which would increase the maximum mort-
gage limits under Section 235 up to 45 per-
cent in high cost areas, The 209 Increase
in maximum mortgage limits in the 1969
Act 1s not adequate to allow construction
of Section 235 housing in high cost urban
areas.

(e) NHC recommends an amendment to
provide supplemental funds for projects fi-
nanced under 235 so that they can pay full
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taxes or tax equivalents, rather than being
dependent in some cases upon tax abate-
ments which the cities cannot afford. More-
over, special federal grants should be au-
thorized to offset the impact of locating low
and moderate income housing in suburban
and other areas where costs must be incur-
red for education, health or other services
to the extent they cannot be met from col-
lections of full taxes on the property. Such
federal grants would provide an incentive
and inducement to suburban and other com-
munities to accept low and moderate income
housing since it would not impose an addi-
tional financial burden on the community.

(f) NHC recommends a separate and addi-
tional authorization for state agencles ad-
ministering housing programs using Section
235 funds In the amount of $50 million for
each of the next five fiscal years, This au-
thorization should be In addition to the au-
thorizations recommended below, To meet
the accumulated backlog of applications for
such 235 assistance filed in the HUD offices,
the full amount of regular authorizations of
235 funds should be promptly allocated to
HUD offices and there should be no with-
holdings in Washington for programs of State
agencies. These should be covered by the
special additional authorization of 235 funds
which we recommend for use on projects fi-
nanced or assisted through state and other
public agencies.

CHAPTER J. RENTAL AND COOPERATIVE PROGRAM
UNDER SECTION 236
I. Summary of existing legislation

1. Objectives. Section 236 provides finan-
cial assistance to enable lower income fam-
ilies to get rental housing or cooperative
homeownership. This program is providing
housing for families with incomes too high
to qualify for public housing but too low to
afford decent housing that could be produced
in the private market. A tremendous unmet
need exists for housing to serve moderate
income families who cannot afford standard
private housing without federal assistance.
There is a long accumulated backlog of un-
filled requesis to serve this income group and
applications for additional projects total over
$300 million. Unlike Section 221(d)(3), the
capital financing under Section 236—as well
as Section 235—is shifted to the private mar-
ket where the mortgage loans must be ob-
tained at market Interest rates. Federal as-
sistance payments make up the difference
between the market rate of interest and 1%
depending upon income.

One of the most successful efforts made by
this country to provide housing for low and
moderate income families was the Section
2Z1(d) (3) program providing financing at
a 3% below-market interest rate (BMIR)
for rental and cooperative housing. Since
starting in 1961, this program became widely
known and accepted as an effective way to
produce low and moderate income housing.
However, just as the Section 221(d)(3)
BMIR program was reaching its greatest
efficacy in 1968, HUD abruptly cut off funds
and asked private sponsors to switch to the
Section 236 interest assistance program. The
221(d) (3) program served many moderate
income people who will not be eligible for
interest assistance under 236, so there is. a
continuing need for it.

2. Authorizations in the Housing Acts of
1963 and 1969,

(a) Bection 236 assistance is in the form
of periodic payments to the mortgagee fl-
nancing the housing to reduce the mortga-
gor's interest costs on a market rate FHA-
insured project mortgage.

(b) The interest assistance payments re-
duce payments on the project morfgage from
that required for principal, interest, and
mortgage insurance premium on a market
rate mortgage to that required for principal
and interest on a mortgage bearing an inter-
est rate of 1 percent.

(e) The interest assistance payments re-
duce rental or occupancy charges to a basic
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charge. A tenant or cooperative member will
either pay (1) the basic charge or (2) such
greater amount as represents 25 percent of
income for total housing expense, but not
in excess of ihe charges which would be
necessary without any interest assistance
payments. Incomes of tenants or cooperative
members will be reexamined at least every 2
years for the purpose of adjusting charges.
Rental or occupancy charges collected in
excess of the basic charges are to be returned
to HUD for deposit In a revolving fund for
the purpose of making other interest assist-
ance payments.

(d) Tenants or cooperative members of
these projects who pay less than the fair
market rental charge for their units will gen-
erally have incomes, at the time of their
initial occupancy, not in excess of 135 percent
of the maximum income limits that can be
established in the area for initial occupancy
in public housing dwellings. However, up to
20 percent of the contract funds authorized
in appropriation acts may be made available
for projects in which some or all of the units
will be occupied, at the time of the initial
occupancy, by tenants or cooperative mem-
bers whose incomes exceed the above limit
but do not exceed 80 percent of the income
limits for occupancy of Section 221(d) (3)
below-market-interest-rate housing.

(e) In determining income for the pur-
pose of eligibility as well as the amount of
rent or occupancy charges to be paid, a $300
deduction is permitted for each minor per-
son in the family and any income of such
minor is not counted. By administrative ac-
tion pursuant to recommendations in the
Senate Committee Report, there is a deduc-
tion of 6% of gross income to cover payroll
deductions for social security taxes and com-
pulsory pension funds.

(f) To qualify for mortgage Iinsurance
under the new program, & mortgagor must be
a nonprofit organization, a cooperative, or a
limited dividend entity of the types per-
mitted under the section 221(d) (3) housing
program. The mortgage [imitations with re-
spect to maximum mortgage amount are the
same as for mortgages insured under the
221(d) (3) program. Interest assistance pay-
ments can also be made with respect to
State-alded housing projects approved for
receiving the benefits of the program prior
to completion of construction or rehabilita-
tion of the projects.

(g) Contracts for assistance payments are
authorized, subject to approval in appropri-
ation acts, in the amount of §75 million an-
nually prior to July 1, 1969, This amount is
increased by $125 milllon on July 1, 19692
by $125 million on July 1, 1970, and by $170
million on July 1, 197147

(h) A project financed under the new pro-
gram can inelude such nondwelling facilities
as HUD deems adequate and appropriate to
serve the occupants of the project and the
surrounding neighborhood, as long as the
project is predominantly residential and any
nondwelling facilities contribute to the eco-
nomic feasibility of the project. Where a
project is designed primarily for occupancy
for their use, such as dining, work, recrea-
tlon, and health facllities,

(i) A cooperative or private nonprofit cor-
poration or association can purchase a proj-
ect from a limited dividend mortgagor and
finance the purchase with a mortgage in-
sured under the program.

(}J) Rent Supplement payments may be
provided for tenants in projects financed un-
der Section 236, but no more than 20 per-
cent of the units in any one project can re-
celve rent supplement assistance.®

¢ Amended In the 1969 Act.

T Amended In the 1970 Act as described in
paragraph 4 (b) below.

8 Amended in the 1969 Act to allow up to
40 percent in cases where the Secretary de-
termines that there is a need for additional
rent supplement units,
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(k) Section 236(b) of the National Hous~
ing Act now authorizes interes:; reduction
payments with respect to part of a mortgage
on a rental or cooperative housing project
financed under a State or local program.®

(1) The dollar limits for mortgages on
multifamily housing insured under Section
236 and 221(d) (3) have been increased by
15 percent.?

3. Authorization in Appropriation Acts.

Of the $75 million authorized under Sec-
tion 236 for Interest-assistance contracts
prior to July 1, 1969, $70 million of the con-
tract authority has been embodied in ap-
propriation acts. Of the £100 million author-
ized In the 1968 Act—this authorization was
Increased to $125 million in the 1969 Hous-
ing Act—for fiscal year 1970, $85 milllon was
appropriatyd. The supplemental appropria-
tion Act of 1870 contained $35 million of
contract authority. The appropriation act
for fiscal year 1971 contained $135 million
of contract authority.

4. Amendments in the Housing and Urban
Development Act of 1970.

(a) Extension of program. The 1970 Act
extends 236 program authority until Octo-
ber 1, 1972,

(b) Interest Subsidy Autheorization. The
1970 Act amends Section 236(1) of the Na-
tional Housing Act to increase, from $125
million to $150 million as of July 1, 1970 and
from £170 million to $200 million on July 1,
1971, the aggregate amount of the contracts
which may be entered into by the Secretary
to make periodic interest reduction pay-
ments on behalf of owners of rental housing
projects designed for occupancy by lower
income families, It also clarifies the author-
ity of the Secretary of Housing and Urban
Development to enter into contracts for as-
sistance payments in an outstanding amount
at any one time not in excess of the amount
approved in appropriation Acts.

(e) Inclusion of Certain Costs in Section
236 Projects. The 1970 Act amends section
236(b) of the National Housing Act of au-
thorize the Secretary, Iin computing the
amount of rental assistance payments, to
treat fees and charges Imposed on mortga-
gors participating in State or locally financed
mortgage lending programs In the same
manner as FHA charged mortgage insurance
premiums.

(d) Use of Certain Housing Facilities Un-
der Section 221 and Section 236 for Class-
room Purposes. The 1970 Act amends sec-
tions 221 and 236 of the Natlonal Housing
Act to authorize the use of available facllities
in existing section 221 and 236 rental or
cooperative housing projects for classroom
purposeés where public schools are over-
crowded due in part to the project.

(e) Congregate Housing for the Displaced,
Elderly and Handicapped. The 1970 Act
amends section 221 of the National Housing
Act to authorize the Secretary to Insure
mortzages covering rental projects to be oc-
cupied by displaced, elderly, or handicapped
persons. which may contaln community
kitchens, common dining areas, and other
shared facilities.

The Act also amends section 238 of the
National Housing Act to authorize the in-
surance of mortgages under that section cov-
ering rental projects to be occupied by dis-
placed, elderly or handicapped persons
which need not, with the approval of the
Secretary, contain kitchen facilities. Up to
10 percent of the total amount of interest re-
duction payments contracted to be made
pursuant to appropriation aects after the
date of the enactment of the Housing and
Urban Development Aect of 1970 may be
made with respect to such projects.

II. Recommendations

1. Additiongl Authorizations in Appro-
priations Acts. President Nixon's budget
message for fiscal year 1972 did not request
full funding for the Section 286 pregram, in
spite of the tremendous backlog of apoli-
cations. The budget requested $175 million
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of contract authority for fiscal year 1972
against congressional authorizations of $200
million. In addition there was no request
for $25 million of supplemental authoriza-
tions for fiscal year 1971. NHC strongly rec-
ommends that a request be made immediate-
ly for $256 million of supplemental funding
and that the full authorizations for fiscal
year 1972 be requested and appropriated.

We further recommend advance authori-
zations in appropriation acts to cover each
succeeding fiscal year, besides the current
one, to allow more lead time for the plan-
ning and initiation of homeownership pro-
grams for lower income families. Currently
there are no authorizations beyond fiscal
year 1972 for Section 236. Therefore NHC
recommends the additional legislation au-
thorization below.

2. Increase in Legislative Authorizations,
NHC recommends increasing the legislative
authorizations for interest assistance con-
tracts under Section 236 to the following:

On July 1, 1971 (for fiscal 1972) an addi-
tional authorization of $250 million;

On July 1, 1972 (for fiscal 1973) an addi-
tional authorization of $275 million;

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization of $300 million;

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization of $350 million;

On July 1, 1975 (for fiscal 1976) an addi-
tional authorization of $400 million.

In addition to the foregoing authoriza-
tions, NHC recommends a separate and addi-
tional authorization of $50 million for each
of the five fiscal years beginning with 1972
to provide interest assistance for projects
financed or assisted by state agencies.

3. Other Legislative Amendments. NHC
makes the following recommendations for
other legislative amendments:

(a) Under Chapter D, we recommend a
number of amendments to the proposed new
Section 602 which would replace Section 236
if the Administration's Housing Bill is en-
acted. If that bill is not enacted and Section
236 continues, we recommend the follow-
ing amendments to Section 236 which ap-
pear In Chapter D:

(1) Substitute the new proposed formula
in paragraph 2 of Chapter D III with respect
to eligible deductions in computing family
income, so that the criteria under Section
236 would be the same as those established
for public housing under the 1970 Housing
Act.

(2) Substitute the new proposed formula
in paragraph 3 of Chapter D III so that the
occupant in multifamily housing under Sec-
tion 236 would be required to spend 20%
of his income for total housing expenses.

(3) Substitute the new proposed formula
in paragraph 4 of Chapter D III with respect
to income limits.

(4) Substitute the new proposed formula
in paragraph b of Chapter D III which would
provide varylng amounts of subsidies for
different income groups and which would
achieve economic integration in a housing
development so assisted under Section 236.

(b) NHC recommends that Section 236 and
Bection 221(d) (3) should be amended to re-
move the 107% limit on the number of units
in a project which may be occupied by mod-
erate-income individuals as distinguished
from familles. All moderate-income indi-
viduals would then be treated in the same
manner as those who are elderly or handi-
capped.

(c) Conditions on Grants to State Housing
Agencles. Currently there are fourteen states
that have legislative authority to operate
agencies to finance low and moderate in-
come housing through the sales of short-
term notes and long-term bonds. Twelve
more states have such bills in some stage of
development. These agencles have been en-
couraged by HUD because they can provide
lower cost mortgage money which is obtained
because the interest is tax-exempt. There-
fore, If the mortgage is placed with a state
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agency, the BSection 236 Interest subsidy
money will generate more units because less
interest subsidy is necessary. However, NHC
believes that the operation of these state
agencies should adhere to uniform standards
and forms of the type prescribed by FHA if
we are to encourage national builders in the
subsidized programs. For builders currently
doing business in several states, the prolif-
eration of differnt housing rules and regula-
tions will be an impediment to production
of low and moderate income housing. There-
fore, NHC suggests an amendment which
would require state agencies in the admin-
istration of Section 236 funds to continue
using FHA forms and standards which now
include protections for the consumer.

(d) NHC recommends a separate and ad-
ditional authorization for state agencies ad-
ministering housing programs using Section
236 funds in the amount of $50 million for
each of the next five fiscal years. This au-
thorization should be in addition to the
authorizations recommended below. To meet
the accumulated backlog of applications for
such 236 assistance filed in the HUD offices,
the full amount of regular authorizations of
236 funds should be promptly allocated to
HUD offices and there should be no with-
holdings in Washington jfor programs of
State agencies, These should be covered by
the special additional authorization of 236
funds which we recommend for use on proj-
ects financed or assisted through state and
other public agencies,

4. Administrative Actions. NHC makes the
following recommendations for administra-
tive actions:

(a) FHA should establish cost limits which
will be realistic and workable In high cost
areas, including both high and low rise build-
ings. This is necessary to assure that housing
under 238 can be constructed within the
cities in closer proximity to places with em-
ployment and public transportation.

(b) As to the cost of perlodic income re-
certifications of occupants, FHA should pay
these costs from the surcharges collected
from over-income families. At present, these
costs are treated as a project expense which
resulis in an additional charge to occupants.

(c) From the beginning, Congress contem-
plated that 209% of the Section 236 funds
would be avallable for “exception income
limit"” families. The Committee reports ex-
press the desire that HUD administer the
236 program in a manner which will achieve
the Congressional mandate of economiec inte-
gration. However, some of the HUD offices
have declined to allow exception limit fam-
ilies to be accepted because they are er-
roneously assuming that all exception limit
suthority must be reserved for high-cost
areas. This denies the opportunity to achieve
economic integration in other parts of the
country which do not require higher rates
of subsidy and higher project costs. This
defeats the Intention of the law. The Admin-
istration should allow families to be accepted
at exception limits in all geographic areas
to facilitate the general achievement of eco-
nomic integration in projects.

(d) While the Senate and House Com-
mittee Reports contained language direct-
ing HUD to more fully utilize contract au-
thority only in Section 235 cases, NHC be-
lieves that HUD should take similar steps in
the administration of Section 236 funds.
There should be a periodic reevaluation of
the policy of charging an amount equal to
the full subsidy against the authorizations
for each project. If it is found that certain
projects have not fully utllized this subsidy
and that payments are being made to HUD,
some of this money should be reallocated
to generate new construction.

CHAFTER K. SPECIAL MORTGAGE INSURANCE

ASSISTANCE UNDER SECTION 237
I. Summary of Existing Legislation

1. Objectives. Section 237 can provide help

to assure adequate housing for families of
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low and moderate income who—because of
poor credit records, irregular income or sea-
sonal employment—are unable to meet the
credit requirements for purchasing single-
family homes financed by a mortgage insured
under Sections 2083, 220, 221, 234, or 235(]) (4).
This help Is to be extended to those wWho
appear able to achleve homeownership
through counseling assistance.

2. Authorizations in the Housing Acts of
1968 and 1969.

(a) HUD is authorized to insure mort-

gages under the above-mentioned programs
in an amount not to exceed $15,000 with in-
creases not to exceed $17,600 in high-cost
areas.
(b) Monthly payments, in ecombination
with local real estate taxes on the property,
must total 26% of the applicant’s monthly
income during the year prior to his applica-
tion or the average monthly income during
the three years prior to his application,
whichever is higher.

(e) The Secretary is authorized to provide
or contract with public or private organiza-
tions to provide budget, debt management
and related counseling services to those ob-
taining housing under Section 237,

(d) The aggregate principal balance of all
mortgages insured under Section 237 and
outstanding at one time may not exceed
$200 million.

(e) Authorizations are made in such sums
as necessary to carry out the provisions of
Section 237.

(f) The 1969 Housing Act amends Section
237(d) to include families who are applying
for section 235 homeownership assistance
among the applicants under Section 237 who
are to be given a preference for mortgage
insurance and counseling services. Prior to
this amendment, preference for Sectlon 237
mortgage insurance—which is available to
applicants who do not meet normal FHA
credit standards—was limited to families liv-
ing in public housing units (especially over-
income families required to vacate public
housing) and families eligible for public
housing who have been displaced from fed-
erally assisted urban renewal areas.

I1I. Recommendations

NHC recommends necessary appropriation
of funds to enable FHA to provide budget,
debt management, and related counseling
services to those obtaining housing under
Section 237. Thus far no such funds have
been appropriated for this specific purpose,
but FHA is performing Section 237 services
with existing operating funds. In addition
to assistance under Secticn 237, NHC urges
that FHA make payments available under
Section 235(e) to mortgagees to reimburse
the mortgagee for its expenses in handling
the mortgage. This should include assist-
ance to mortgagors in their budgeting to as-
sure ability to meet mortgage payments.
CHAPTER L, THE RENT SUPPLEMENT PROGRAM

I. Summary of existing legislation

1. Objectives. The Rent Supplement Pro-
gram is an innovative approach to low in-
come housing. It utilizes the free enterprise
system and has been strongly endorsed by
the home-building, real estate, and insurance
industries. It provides incentives for people
to escape from poverty, and for the building
of modest but decent housing for those who
need it most.

2. Authorizations in the Housing Acts of
1968 and 1969. The 1968 Housing Act made
all previous authorizations for rent supple-
ment contracts aggregating $150 million
available for contract prior to July 1, 1969,
but only to the extent that these contract
authorizations were contained in appropria-
tion acts. The Act provided for an addi-
tional $40 million in contract authority for
rent supplements in fiscal year 1970 and an
additional $100 million in contract authority
for fiscal year 1871. The 1968 Housing Act
provided that state alded projects are eligible
for rent supplements if the projects are ap-
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proved for such assistance prior to comple-
tlon of construction or rehabilitation. The
1060 Housing Act authorized the Secretary
of HUD to increase, where he deems desir-
able, the maximum percentage of rent sup-
plement units in 236 projects from 20% to
40%.

3. Authorization in Appropriation Acts. Of
the #150 million authorized for rent-sup-
plement contracts prior to July 1, 1868 only
$72 million of the contract authority has
been embodied in appropriation acts. Of
the $100 million authorized for rent-supple-
ment contracts for fiscal 1970, the appropria-
tion act for fiscal year 1970 provided for only
$50 million in rent-supplement contract au-
thority. The appropriation act for fiscal year
1971 contained 55 million.

4. Housing and Urban Development Act of
1970.

Rent Supplement Payments. The 1970 Act
amends section 101(a) of the Housing and
Urban Development Act of 19656 to increase,
by #40 million on July 1, 1971, the aggregate
amount of contracts that the Secretary of
Housing and Urban Development may enter
into to make rent supplement payments.

II. Recommendations

1. Additional Authorization in Appropria-
tions Acts. NHC recommends that appro-
priation acts include the additional rent
supplement contract authorization in the
1968, 1969 and 1970 Acts but which have
not been included in appropriation acts, In
making these recommendations, we again
urge the need for advance authorizations in
appropriation acts for each succeeding fiscal
year, besides the current one, to allow more
lead time for the planning and initiation of
rent supplement programs. NHC regrets that
President Nizon's request of $60 million for
inclusion in the 1972 Appropriation Act did
not include a request for an advance ap-
propriation.

2. Increase in Legislative Authorizations.
NHC recommends Increasing the legislative
authorizations for rent-supplement con-
tracts as follows:

On July 1, 1971 (for fiscal 1972) an addi-
tlonal authorization of $80 million;

Only July 1, 1972 (for fiscal 1973) an addi-
tlonal authorization of $80 million;

On July 1, 1973 (for fiscal 1974) an addi-
tional authorization for £100 milllon;

On July 1, 1974 (for fiscal 1975) an addi-
tional authorization for $100 million;

On July 1, 1975 (for fiscal 1976) an addi-
tional authorization for $100 million.

3. Other Legislative Amendments. NHC
makes the following recommendations for
other legislative amendments:

(a) "The rent supplement legislation im-
poses too great a burden on low income fam-
illes by requiring them to pay rents equal
to 25% of their annual income since rent
supplements will pay only the difference
between such a rental payment and the fair
market rental. To eliminate this hardship,
NHC recommends that this rent paying re-
quirement be reduced to 20% of family in-
come. A similar recommendation has been
made elsewhere in these recommendations
relating to the present requirement that too
high a percentage of family income be spent
for housing under the interest assistance
programs of Sections 2356 and 236, and (in
Chapter D) under the new proposed con-
solidation of these programs.

(b) There should be an increase in the
statutory ceiling on the amount which can
be paid as rent supplements on a project in
order to reach familles of very low incomes
whose needs cannot be met now. There
should be no areas of unmet need in our
housing program.

{c) Counseling and social services should
be made available to residents of housing
aided by rent supplements. Such services
should be allowable housing costs in comput-
ing rent supplement payments.
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(d) The present law limits rent supple~
ments to lower income familles who are liv~
ing In substandard housing. NHC recom-
mends that the law be amended to include
overcrowded conditions—properly defined as
to appropriate occupancy limits—as a sub-
standard housing condition; also to permit
any low income family to be eligible for
housing alded by rent supplements so long
as the family qualifies as to low income, even
though the family does not live in physically
substandard housing. This would meet the
needs of newly-formed familles and those
who are spending too much of their low in-
come for housing.

(e) There should be a repeal of the re-
quirement in appropriation acts for a work-
able program or local government approval
before rent supplements can be used in a
locallty.

(g) NHC urges the establishment of an
additional rent supplement program for non-
profit or limited-profit mortgagors who own
buildings which are not financed under Sec-
tlon 221(d) (3) or 236. When the buildings
meet code standards—or are rehabilitated to
meet such standards—rent supplements
should be made avallable so that the housing
can serve low-income families. Present rent
supplement requirements for rehabilitation
are often unworkable because they cost too
much. Rehabllitation to meet code require-
ments should be acceptable. This will stim-
ulate rehabilitation and provide standard
housing quickly and reasonably for many low
and moderate .ncome families.

4. Administration Actions.

(a) Construction cost limitations were
initially established in the rent supplement
program which were unworkable in many
high-cost cities that faced the greatest need
for this program, HUD has approved some in-
creases in these cost limits. However, these
Increases are insufficlent due to cost In-
creases, so NHC strongly recommends fur-
ther increases in the cost limitations to keep
pace with the increases in construction costs.

Only through adequate construction cost al-
lowances can the rent supplement program

fulfill its purpose of serving low Iincome
families in these cities near the places of
employment and public transportation.

(b) FHA has established lower limits as to
the amount of rent supplements avallable
for families in a project than the amount
permitted by the statute. NHC recommends
the repeal of these lower administrative lim-
its which 1limit the subsidy to 70% of eco-
nomic rent. HUD should be prepared in ap-
propriate cases to contract to pay the full
amount of rent supplements on a project
up to the statutory celling. Only in this
way can the needs of many low income fami-
lies be met, particularly in high cost areas.

(c) The standards under the rent supple-
ment program should be upgraded to pro-
duce better-designed housing which will
more adequately meet the needs of families,
with attention to thelr comfort and con-
venience. Thus, the limit of one bathroom
per dwelling unit should be removed, as this
denles adequate sanitary facilities for larger
families.

CHAPTER M. HOUSING FOR FAMILIES RECEIVING
PUBLIC ASSISTANCE; EXPERIMENTAL HOUSING
ALLOWANCE FROGRAM; ALSO CODE ENFORCE-
MENT

1. Four million American families are re-
celving all or part of their income from pub-
lic assistance programs, Many of these fami-
lies are ill-housed, primarily because welfare
grants in most citles are Inadequate to pay
the cost of standard housing, NHC wurges
the enactment of legislation which would
establish and enforce minimum standards for
housing occupled by reciplents of public as-
sistance. In addition, such legislation should
provide that the Federal Government bear
the entire cost for decent housing above the
present inadequate public assistance allow-
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ances for shelter. Thus, families on public
assistance would receive a federal housing
allowance to supplement the local public as-
sistance shelter allowance in order to cover
the full charge for decent housing. Such
federal housing allowances should be made in
a manner (i) which will encourage rather
than discourage ownership and (ii) which
will provide security for the recipient against
being subjected to the liens that are some-
times involved in local public assistance pro-
grams.

2. Even if programs are undertaken at the
scale proposed elsewhere in these Resolu-
tions, it wlll be years before many of the
low income familles will be able to obtain de-
cent housing within their means. Therefore,
KNHC belleves it 1s important to initiate an
experimental program of federal housing
allowances for low income families. Besides
the initial program for federal housing al-
lowances—described in the preceding para-
graph—to supplement local allowances for
welfare families, we propose such an experi-
mental program which would involve ex-
plorations and demonstrations concerning
the following:

(a) The type of families which should be
eligible for a federal housing allowance, in-
cluding criteria that they live in substand=-
ard housing and pay a disproportionate
amount of their income for housing; or
that they are being displaced from adequate
housing and are unable to obtain other suit-
able housing at charges they can afford.

(b) The amount to be paid as a federal
housing allowance; we recommend the dif-
ference between (1) 20% of the family's in-
come and (i1) the monthly cost of adequate
housing avallable in the community.

(c) Adequate consumer protections to as-
sure that federal housing allowances will not
inflate housing charges, by limiting the
use of existing structures—which meet the
foregoing standards—to cases where there
are sufficlent vacancles to avold such in-
creases In housing charges.

(d) Adeguate measures to assure that
housing allowances will be used solely to
pay for housing costs, rather than being
diverted for other purposes.

(e) Safeguards to assure that the federal
housing allowance will result in adding to
the supply of decent housing in the com-
munity through new construction or re-
habilitation, except to the extent that de-
cent vacant housing is avallable in a sult-
able neighborhood.

8. The 1970 Act authorizes the Secretary
to conduct research programs to demon-
strate the feaslbility of providing low in-
come famillies (those families eligible for
occupancy in public housing projects in an
area) with housing allowances to assist them
in obtaining existing standard rental hous-
ing of their cholce. The housing allowance
may not exceed the difference between 25
percent of the family’s income and the fair
market rental of similar sized units or proj-
ects recelving rent supplement benefits. The
Act also authorizes the Secretary to con-
tract with public or private organizations to
help select eligible families. The
is authorized to contract to make annual
housing allowance payments of $10 million
for each of fiscal years 1972 and 1973. The
program would be terminated as of June 30,
1973.

4, NHC recommends Federal grants to
housing authorities or other public agencles
—as described elsewhere In these recoms-
mendations—to bring housing up to mini-
mum code standards and to make it avall-
able for familles of low income, including
those who are recelving public assistance.

5. NHC urges an acceleration of concen-
trated code enforcement in deteriorating
areas, together with necessary public ime
provements to halt their decline. The costs
of code enforcement programs—both for
determining Federal grants and local grant-
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in-ald credits—should include all costs in-
curred for repair or installation of streets,
sldewalks, streetlighting, trees, parks, open
areas, recreational facilities, and other nec-
essary improvements.

6. The 1968 Housing Act contains some
provisions to meet these recommendations
by enabling very low income people to live
in public housing.

We urge that HUD fully utilize and im-
plement this legislation to meet the needs
of this very low income group which was
formerly below the reach of public housing.
Also, the full amount of the authorization
should be released by the Bureau of the
Budget, instead of reducing from $75 mil-
lion to $33 million the contract authority
now avallable for annual contributions.

CHAPTER N, REHABILITATION OF HOUSING
I. Summary of existing legislation

1. Need. NHC again reaffirms the impor-
tance of saving existing neighborhoods
through rehabilitation and other conserva-
tion measures. It 1s sound policy to improve
our present housing supply and conserve
neighborhoods rather than allow them to de-
teriorate until they require greater costs in
demolition and reconstruction.

2. Authorizations in 1968 and 1969 Hous-
ing Acts

(a) Duwellings Eligible for Rehabiiltation
Grants and Loans. The 19688 Act broadened
the program of rehabilitation loans under
Section 312 for repairs and Improvements of
dwellings. Instead of limiting the program to
dwellings located in urban renewal and code
enforcement areas, owners and tenants of
dwellings are eligible for loans if the dwell-
ing is located in an area certified by the pub-
lic governing body as containing a substan-
tlal number of structures in need of rehabil-
itation, and

(1) If the locality has a workable program;
and

(2) If the area is definitely planned for
rehabilitation or code enforcement within
a reasonable time, and the repalrs to be
assisted are consistent with the plan for re-
habllitation or code enforcement.

The 1968 Act authorizes rehabilitation
grants under BSection 115 to low income
homeowners whose properties are located in
an area of the character described above,
instead of limiting such grants to dwellings
in urban renewal and code enforcement areas.
The Act also authorizes the Becretary of
HUD to make rehabilitation grants and loans
to low income homeowners whose property
has been determined to be uninsurable be-
cause of physical hazards. Such grants or
loans may be made only to rehabilitate the
property to the extent necessary to make it
insurable under a statewide plan.

(b) Increase in Rehabilitation Loan Au-
thorizations. The 1968 Act increases the
amount authorized to be appropriated for
rehabilitation loans. The increase for each
fiscal year is from £100 million to $150 mil-
lion; also, the program is extended to June
30, 1973. The 1968 Act limited eligibility for
residential rehabilitatlion loans to persons
whose annual income meets the locally ap-
plicable income limits for the section 221(d)
(3) below-market-interest-rate program. The
1969 Act amended Sectlon 312(a) of the
Houslng Act of 1964 to remove the require-
ment limiting eligibility for residential re-
habilitation loans to persons whose annual
income is within locally applicable income
limits for the Section 221(d) (3) below-mar-
ket-interest-rate program. However, priority
will be given to applicants whose incomes
are within those limits.

(¢) Increase in Rehabilitation Grants. The
Housing Act of 1968 increased the limit on
the amount of a rehabilitation grant to a
low income homeowner from $1,500 to £3,000.
The 1968 Act increased this limit to $3,500.

(d) Repeal of Urban Renewal Limit on
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Acquisition and Rehabilitation. The Act re-
moves the previous limits on the acquisition
and rehabilitation of residential properties
by local renewal agencies. Under prior law,
such agencies could acquire and rehabilitate
for demonstration purposes no more than
100 units or 5% of the total residential units
suitable for rehabilitation In an urban re-
newal area, whichever was the lesser. This
limit has been repealed.

3. Authorization in Appropriation Acts.
Nothing was appropriated in Fiscal Year 1969,
$45 million was appropriated for Fiscal Year
1970, and $35 million has been appropriated
for Fiscal Year 1971.

4. Amendments in the Tax Reform Act of
1969 Relevant to Rehabilitation, A special 5-
year amortization deduction is now allowed
for expenditures made on or after July 25,
1969, and before December 31, 1974, for the
rehabilitation of buildings for Iow-cost
rental housing. This rapid amortization is
avallable only where the property is held
for occupancy by families and individuals
of low or moderate income determined in a
manner consistent with the policles of the
1868 Housing Act. The aggregate rehabilita-
tion may not exceed $15,000 per dwelling
unit and the sum of the rehabilitation ex-
penditures (over a 2-year period) must ex-
ceed $3,000 per dwelling unit.

5. Amendments in Housing and Urban De-
velopment Act of 1970,

FHA Rehabilitation Standards for Housing
in Urban Renewal Areas. The 1970 Act adds
a new section 524 to the National Housing Act
which requires the Secretary of HUD, with
respect to properties approved for mortgage
insurance prior to rehabilitation, to apply
uniform property standards as between pro-
perties located within urban renewal areas
and those located outside such areas.

6. Profect Rehabilitation.

This new program will attempt to help
cities undertake large-scale, low-cost rebuild-
ing of rundown low-cost housing. Estimates
are that a major rehabilitation effort will
involve nearly 22,000 housing units in ten
citles. The rehabllitation units are primarily
in absentee-owned slum bulldings.

The first cities getting HUD approval of
plans, technical assistance and program
funds are Cincinnatl, Detroit, E1 Paso, Hart-
ford, Indianapolis, Memphis, New York,
Philadelphia, Pittsburgh, and BSeattle. HUD
fund assistance includes financing under the
public housing program, rent supplements,
and mortgage assistance interest subsidies
for both rental projects, cooperatives, and
homes bought by lower income families, Proj-
ect Rehabilitation is directed by a team of
officials from such HUD areas as FHA, Reneval
and Housing Management, Model Citles,
Equal Opportunity, and Research and Tech-
nology. Six criteria determine selection of
cities by project teams which visit localities
seeking HUD assistance. These are sultable
rental properties, skilled contractors, capable
sponsors, job and enterprise opportunities
for neighborhood residents, neighborhood ac-
ceptance, and assistance for displaced fami-
lies.

II. Recommendations

1. To provide additional tools that are
needed to achleve substantial progress
through rehabilitation, NHC recommends the
following:

(a) Sectlon 312 should be amended to in-
crease to $500 million the annual appropria-
tions in each fiscal year to carry out the
program. BSection 312 should broaden the
category of eligible borrower’s to Include
publie bodies, cooperatives, nonprofit corpora-
tlons and limited dividend companies in
addition to owners or tenants who are now
eligible.

(b) While the 1969 Housing Act increases
to @3,600 the federal rehabilitation grants to
eligible occupants who own their own homes
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in the rehabilitation neighborhood, NHC rec-
ommends an increase to §5,000.

(c) Where state or local governments al-
low tax abatement to encourage rehabilita-
tion, there should be an annual Federal grant
to reimburse them for the tax losses.

(d) Relocation assistance and payments
should be avallable to anyone displaced as
& result of a rehabilitation program.

(e) More realistic financing should be
made available under FHA programs, par=-
ticularly to serve those people of low and
moderate incomes. This requires more prac-
tical and workable financing terms and al-
lowances as follows:

(1) The formulas for determining mortgage
amounts must recognize the actual cost of
acquiring and rehabilitating properties that
are structurally sound.

(2) There should be a contingency allow-
ance bullt into the mortgage financing,
which has been recently done by FHA. In
rehabilitation, the contractor is often not
aware of potential problems until he opens
the walls and ascertains actual conditions.

(3) The FHA requirements for rehabilita-
tion should not require a specified percentage
of mortgage proceeds to be used for rehabili-
tation, so long as property is brought up to
code standards.

(4) In projects where the property is owned
or controlled by the proposed mortgagor, cost
savings may be achieved by stripping down
the bullding and tearing out the interior
walls before making estimates or getting bids
for the rehabilitation work. In such cases,
FHA should recognize the cost of gutting the
building since this increases the value of the
property for rehabilitation because condi-
tions are known and unforeseen contingen-
cies are minimized.

(5) To reduce the monthly charges to the
level which moderate-income families can
afford, it is necessary to eliminate present
requirments for short amortization periods
on rehabilitation projects. Where the reha-
bilitation property is in a central city, there
is likely to be an increment in land value
from which to repay the loan, even though
demolition occurs well in advance of the re-
maining estimated life of the improvements.
Thus, the property may later become part of
a model city neighborhood or urban redevel-
opment area. At present, the statute limits
the mortgages to a maturity not exceeding
three-quarters of the remaining economic
life of the building improvements. This limi-
tation should be repealed. FHA should be
authorized to permit up to 40-year matu-
rities where appropriate.

2. There should be Federal grants to a local
agency designated by the city government
for a total coordinated plan for rehabilitation
of the neighborhood and for carrying out the
rehabllitation program contemplated by the
plan, The local agency should enlist the par-
ticlpation of cooperative and nonprofit orga-
nizations and local housing authorities. The
local agency would also act on behalf of
eligible homeowners and tenants in the area
in obtaining:

(a) Rehabilitation grants, interest assist-
ance or rent supplements for them;

(b) Below-market-interest-rate loans or
market-interest-rate loans for their rehabili-
tation work; and

(¢) Contracts to perform the rehabilitation
work, subject to supervision by the local
agency.

3. HUD should fully utilize the authoriza-
tions in the 1968 Housing Act providing for
the acquisition of property for rehabilitation
and its disposition, with appropriate write=
downs which reflect the proposed use of the
property. A similar program is necessary out-
side of urban renewal areas.

4. The authorizations in Sections 236 and
221(h) should be fully funded and utilized
to facilitate and accelerate the rehabilitation
program.
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CHAPTER O. HOUSING FOR THE ELDERLY
1. Summary of existing legislation

1. Authorization in 1968 and 1969 Hous-
ing Acts. The 1968 Housing Act did not pro-
vide for any increase in the authorization in
the 202 program of direct loans at 3% in-
terest to provide housing for the ‘elderly.
Instead, the new 236 program of interest
assistance was intended to make FHA-in-
sured financing available for this program.
Under 236 there is interest assistance to re-
duce monthly housing payments to the level
achievable with an interest rate of 1% and
without' any FHA mortgage insurance pre-
mium, Under 238, projects can now be under-
taken which will provide housing exclusively
for the elderly. Such projects may include
related facilities, such as dining, work, rec-
reation and health facilities. The Act au-
thorized refinancing of certain 202 projects
in order to achieve the lower monthly
charges resulting from refinancing with in-
terest assistance. The 1069 ‘Act contained a
clear mandate from Congress that the 202
program should be continued instead of be-
ing eliminated. The 1969 Act increased the
total amount authorized to be appropriated
for the 202 program of direct loans for hous-
ing for the elderly or handicapped by $150
million as of July 1, 1969.

2 Amendments in Housing and Urban
Development Act of 1970. The 1970 Act
amends section 15 of the United States Hous-
ing Act of 1937 by adding a new paragraph
(12) which would direct: the Secretary to
encourage local public housing agencies to
develop congregate housing for the displaced,
elderly and handicapped. Congregate hous-
ing would be defined to mean projects with
central dining facilities where some or all of
the units do not have kitchen facilities.
The dining facility would be required to be
operated on a self-supporting basis; how-
ever, any expenditures, other than for food
or services, could be considered a cost of the
administration of the project. The section
also provides that not more than 10 percent
of the total amount of contracts for annual
contributions entered into in any fiscal year
pursuant to the new authority granted under
the Housing and Urban Development Act of
1970 or under any law subsequently enacted
shall be entered into with respect to units
in congregate housing.

3. Authorizations in Appropriation Acis.
The contract authority in appropriation acts
for 236 will now be utilized to finance hous-
ing for the elderly. For a description of the
236 authorizations in appropriation acts, see
Chapter J which covers that program. While
the Administration requested no more funds
under 202, the appropriation act for Fiscal
Year 1971 contains £10 million.

1I. Recommendations

1. Additional Legislative Authorizations.

(a) NHC urges that an average of 30,000
housing units for the elderly be provided
each year for the next five years. This in-
cludes both the 202 and 236 programs.

(b) NHC recommends against phasing out
the 202 program, because It has not been
demonstrated that the 236 program will fully
and adequately meet the housing needs of
the elderly. We anticipate a continuing need
for the 202 program to avold creating an-
other gap and area of unmet need due to
the lower income limits in the 236 program
and its other restrictions. The 19690 Act ac-
cepted this recommendation by making an
additional authorization for direct loans un-
der the 202 program, and Congress appro-
priated $10 million for Fiscal Year 1071. We
urge the Administration to spend this ap-
propriation.

{(¢) NHC recommends that the authoriza-
tlons under 202 and 236 should be available
to acquire existing housing for the elderly,
including projects developed with FHA in-
surance under Section 231.

2. Other Legislative Amendments. There is
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a need for special programs to provide fed-
eral grants for the following purposes in
housing for the elderly:

(a) to assist in training professional per-
sonnel to manage programs for the elderly;
and

(b) to provide working capital and seed
capital to states and localities and to non-
profit organizations such as church groups,
labor unions, fraternal and cooperative-
servicing organizations.

(¢) NHC recommends adoption in the next
Housing Act of a provision, that was passed
by the House but not adopted by the Con-
ference on the 1969 Housing Act, which re-
quires (1) that projects for the elderly or
handicapped be administered, to the maxi-
mum extent possible, under the same terms
as the Section 202 program (2) that the re-
guirement for computations of rents based
on income will not apply to handicapped
families, (3) that income verification for
tenants in such projects shall be every five
years and (4) that “Exception Income Lim-
its” for the elderly or handicapped shall be
$£5,500 for Individuals and $6,600 for couples,
in lieu of 90% of 221(d)(3) BMIR limit
otherwise applicable.

3. Administrative Action,

(a) The 202 and 236 cost limits should
permit housing to be bullt within the cities
where they are needed to serve the elderly.
In view of high land costs, this should in-
clude high-rise buildings. The program
should include rehabilitation as well as new
construction. Tax abatement should not be
required since it is often unavailable be-
cause of restrictions in state and local laws.
Moreover, many clties are facing problems of
inadequate tax revenues and are reluctant
to grant tax abatements. Section 202 and
236 housing for the elderly should be per-
mitted to pay full taxes, as is permitted in
leasing privately-owned housing for public
housing purposes and in the rent supple-
ment program. Nursing facilities should be
eligible for financing in housing for the
elderly.

(b) In accordance with the statutory au-
thority for loans equal to the total develop-
ment costs, HUD should not require in the
202 or 236 programs that an approved sponsor
make an investment to cover the cost of
preliminary expenses, facilities, furnishings,
equipment, and working capital. Such costs
should be included in the loan. It should
not be necessary for a nonprofit sponsor to
make a monetary contribution. Its contribu-
tion consists of its devotion of time, inge-
nulty, and energy in initiating and developing
projects—all without compensation and mo-
tivated by public service.

CHAPTER P. FINANCING NURSING HOMES, FACILI-
TIES FOR GROUF MEDICAL PRACTICE AND NON=-
PROFIT HOSPITALS

I. Summary of Existing Legislation

1. Objectives. NHC agaln recognizes that
a continuing desperate need exists for hun-
dreds of thousands of nursing home beds,
especially among the low-income elderly. This
need has increased by demands generated
through Medicare. Since local housing au-
thorities have long experience in building
low-rent housing for the elderly, they are well
qualified to develop nursing homes for low-
income persons. They should be authorized to
coordinate programs of housing and nursing
home facilities for the low-income group.
This can be done effectively by amending the
USH Act of 1937, to authorize annual con-
tribution contracts with local housing au-
thorities for nursing home facilities. In addi-
tion to these needs, many communities are
facing serious shortages in full hospital fa-
cilities. Existing hospitals are unable to un-
dertake needed expansion because of their
inability to finance such costly additions.

2. Authorizations in 1968 and 1969 Housing
Acts. The 1968 Housing Act amended Section
232 of the National Housing Act to permit the
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cost of major items of equipment used in
operating nursing homes to be included in
the FHA-insured mortgage; also, to permit
supplementary loans for the installation of
such equipment in nursing homes previously
constructed.

The 1968 Housing Act added Section 242
to the National Housing Act which estab-
lishes a FHA program under which the Sec-
retary of HUD will insure mortgages covering
new or rehabilitated hospitals (including ini-
tial equipment). To he eligible for such in-
surance, the mortgage cannot exceed $25 mil-
lion or 90 percent of replacement cost, and
the hospital must be owned and operated by
one or more nonprofit organizations. A certi-
fication is requireu from the State health
agency that the hospital is needed and that
State or local laws providing for minimum
standards will be applied and enforced.®

The 1069 Act amended Section 232 of the
National Housing Act to authorize insurance
under that section of mortgages financing
new or rehabilitated intermediate care facili-
ties or combined nursing homes and inter-
medlate care facilities. The purpose of this

am is to assist In the provision of
facilities for persons who, because of inca-
pacitating infirmities, require minimum and
continuous care of the type provided by
licensed or trained personnel but who do not
need full nursing home care.

Under the 1969 Act an intermediate care
facilities project or a combined nursing home
and intermediate care facilities project can
be financed under the same terms and condi-
tions as provided for a nursing home under
the present authority. The mortgage is
limited to a principal obligation not exceed-
ing $12,500,000 or 90% of the estimated value
of the property or project including equip-
ment. The Secretary must require certifica-
tion by the State agency designated by the
Public Health Service Act as to the need
for such facilities and appropriate standards
for their operation. The Secretary must also
consult with the Department of Health, Ed-
ucation and Welfare as to the health and
medical aspects of such facilities and as to
the need and avallability of such facilitles
in the area.

3. Amendments in the Housing and Urban
Development Act of 1970.

(a) Mazimum Amount of FHA-Insured
Hospital Mortgage. The 1970 Act amends
Section 242 of the National Housing Act to
increase from $25 million to $50 million the
maximum insurable mortgage amount cover=-
ing a hospital,

(b) Mortgage Insurance jor Proprietary
Hospitals. The 1970 Act makes profit-making
entities eligible to finance hospital construc-
tlon or rehabilitation with FHA-insured
mortgages. Under existing law, only non-
profit organizations are eligible to develop
FHA-financed hospitals,

II. Recommendations

1. NHC recommends that Section 202 and
Section 236 be amended to permit the in-
clusion of nursing facilities in housing proj-
ects for the elderly. In this way, elderly per-
sons who need nursing facilities would not
have to leave the community in which they
are living. In public housing for the elderly,
nursing facilities should likewise be included.

2. NHC further recommends that financing
be available to nonprofit sponsors under Sec-
tions 202 and 236 which will cover the full
cost of construction of nursing homes; also,
that such projects should get the benefit of
below-market-interest rates or subsidies
which would reduce the interest rate to 1%.
As stated above, we recommend a statutory
increase in subsidy to permit a reduction in
this interest rate to 6% for those who need
it.

3. The 1966 Act included a program of FHA

* Amended in 1970 Housing Act as described
in Paragraphs 3(a) and (b) below,
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insurance for facilities used for group med-
ical practice. NHC reaffirms its support of this
program and urges its use to encourage the
development of nonprofit cooperatives whose
members wili obtain the benefits of bonafide
group medical practice at a reasonable cost.
The program should operate in both urban
and rural areas. NHC continues to recom-
mend that mortgage amortization be per-
mitted to commerce after completion of con-
struction of group practice facilities rather
than at the time the mortgage is executed.

4. NHC continues to support the basic
concept of c¢he prior Patman Bill, H.R.
10188, which would remove obstacles that
impede the broader development of group
health plans and which would make financ-
ing available for group health programs
providing h-spitalization, out-patient and
preventive care

CHAPTER Q. COLLEGE HOUSING
I. Summary of existing legislation

1. Objective and Need. Our Nation has in-
creasingly recognized its dependence upon
higher education for its security, welfare,
and continuad prosperity. To meet the de-
mands made by the expanding number of
students and by required increases in facul-
ties, additional housing must be provided
for students and faculty. Congress recog-
nized the appropriateness of meeting these
needs for coilege housing twenty years ago.
In the Housing Act ot 1850, it initiated low-
interest loans for housing and educational
facilities for students and faculties. Since
1861 there have been authorizations for
loan increases at the rate of $300 million
each year. Such Increases are wholly inade-
quate to meet current needs. The study con-
ducted under the auspices of the American
Council on Education has indicated that ap-
proximately $1.5 billlon per year of college
housing will be needed for the next ten
years. Recognizing that a portion of this
amount may be derived from non-federal
sources, the Council recommended that
Congress authorize assistance which will
provide a minimum of $1 billion of col-
lege housing a vear for the next ten years.

2. Authorizations in the 1968 and 1969
Housing Acts. Instead of expanding the
direct loan program for college housing, the
1968 Act contemplated financing in the pri-
vate market, but it authorizes financial
assistance to colleges by means of annual
debt service grants. This grant program is to
be used to reduce the borrowers’ annual debt
service payments on private market loans
to the average annual debt service that would
have been required if the loan were based
on the rate charged on loans under the direct
loan program. Annual grants can be made
over a fixed period up to 40 years. The total
amount of annual grant contracts is subject
to approval in appropriation acts. The total
amount cannot exceed $10 million, with this
limit increased by $10 million on July 1, 1969,
The new grant program is made available
for loans involving the purchase of existing
properties which are in need of little or no
rehabilitation.

The 1969 Act amends Section 401(f) (2) of
the Housing Act of 1950 to increase, by
$4,200,000 on July 1, 1870, the aggregate
amount of contracts which may be entered
into to make annual debt service grants to
help finance college housing facilities.

3. Authorizations in Appropriation Acts.
There was an authorization of $5.5 million
of annual grant contracts for college housing
instead of the $10 million authorized in the
1968 Housilng Act. For fiscal year 1070, $6.5
million was appropriated. For fiscal year
1971, 9.3 million of annual grant contracts
was appropriated. This appropriation re-
quired an increase of $2.6 million in the
legislative authorization.

4. Amendments in the Housing and Urban
Development Act of 1970.

Authorization for College Housing Debt

EXTENSIONS OF REMARKS

Service Grants. The 1970 Act amends Section
401(f)(2) of the Housing Act of 1950 to
increase by $12 million on July 1, 1971, the
aggregate amount of contracts which may
be entered into to make annual debt service
grants to help finance college housing
facilities.
II. Recommendations

Increase in Legisiative Authorizations.

NHC recommends a b-year authorization of
contracts for annual debt service grants
which would be sufficient for $1 billion of
financing

private annually for college
housing.
CHAPTER R. COOPERATIVE HOUSING

1. In urban areas where multifamily hous-
ing predominates, cooperatives provide an
important means of achieving homeowner-
ship. This produces better communities
where the control and responsibility rests
with the people who have a stake and pride
in their own housing development.

2. NHC approves the use for cooperatives
of the 221(d) (3) below-market-interest-rate
(BMIR), 221(d)(3) market rate program,
235 and 236 interest assistance, the new Sec-
tion 243 program providing interest assist-
ance for middle-income families, and rent
supplement programs. They will make it pos-
sible to reach lower income groups because
of the economic savings and advantages of
cooperatives. These are lllustrated by the
following savings:

(a) Lower closing costs with one closing—
including one mortgage, one title policy, one
insurance policy and one title transfer—on
an entire project of many dwellings, rather
than one for each dwelling.

{b) Lower transfer costs since it is unnec-
essary on a cooperative sale to incur the costs
of title examinations and transfers, brokers’
fees, refinancing and other charges.

(¢) Lower construction costs which co-
operatives have achieved through the econ-
omies of large-scale bullding when many
housing units are presold before construc-
tion starts.

The cooperative program has been success-
ful for low- and moderate-income families
assisted under programs with below-market
interest rates. NHC concurs in the Congres-
sional mandates to encourage such coopera-
tive ownership and in the pronouncements
by HUD and FHA encouraging cooperative
housing under Sections 213, 221(d)(3) and
236, such as the notice to FHA Insuring Of-
fice Directors and Assistant Regional Admin-
istrators which stated:

“In discussions with builders and lenders,
the insuring office should encourage thelr
participation in the above cooperative pro-
grams, not only because of the excellent ex-
perience which has been achieved from the
FHA fiscal standpoint, but also because of
the benefits both finanecial and socliological
which flow to the users of this type of
housing.”

3. The need and demand for cooperative
housing under Section 236 greatly exceeds
the amount of funds avallable. In many HUD
offices, cooperative housing represents a sub-
stantial part of the accumulated backlog of
projects awaiting funds under the 236 pro-
gram. This backlog of need should be met by
the release of funds already avallable and
increased authorizations recommended for
the 236 program.

4. We recommend that FHA recognize the
presently uncompensated costs to coopera-
tive projects resulting from the requirement
of recertifying incomes. The cooperative
should be reimbursed by retaining the.costs
of recertifications from *“over-income" sur-
charges that are ultimately returned to HUD.
In addition, FHA should allow portions of the
“over-income"” surcharges to be used by the
cooperative for improvements that FHA may
consider advisable and justifiable during the
life of the project, -

5, Twelve years ago Congress established a
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revolving fund of $225 million—which is now
administered by GNMA—for the purchase, at
par, of cooperative mortgages insured by FHA
under Section 213. While there have been
extensive mortgage purchases from the co-
operative revolving fund, much of the money
has been returned, so it now has an un-
committed balance of about $100 million. In
1068 the Administration impounded the fund
and no further GNMA commlitments can now
be issued. NHC recommends that the balance
in the cooperative revolving fund be made
immediately avallable for the purchase of
mortgages on cooperative projects. The 213
program fills an unmet need among those
middle-income families and individuals who
can only afford the lower monthly charges
achievable through cooperative economies
and financing. To lessen the budget impact
and induce the Administration to utilize
these GNMA funds for the purchase of Sec-
tion 213 mortgages, we recommend that these
funds be used under the Tandem Program,
In this manner, the budget will reflect only
the difference between GNMA's par purchase
of the mortgage and the market price at
which GNMA later sells the mortgage.

6. NHC applauds the HUD decision to re-
lease millions of dollars for dividends pay-
ments to over 400 Section 213 management-
type housing cooperatives who are covered by
a mutual insurance fund. NHC agrees with
HUD's statement that the dividend distribu-
tion was “persuasive evidence of the success
of these housing cooperatives durilng the
years that the Section 213 program has been
in effect.”

7. (a) As recommended elsewhere in this
report, NHC urges the disposition of public
housing and Federally-owned housing to co-
operatives whose members will reside in such
housing and enjoy the benefits of mutual
ownership.

{b) In the disposition of property by
urban renewal agencies, there should be a
recognition in the disposition plan that it
is important to achleve cooperative owner=
ship of multifamily housing in urban re-
newal areas. Accordingly, part of these areas
should be consldered for the development of
housing to be so owned by the people. In
making a disposition for this purpose, there
should be a disposition condition that those
who acquire the property agree to develop
it for housing that will involve cooperative
ownership.

(¢) The FHA insurance program for sup-
plemental loans should be revised, imple-
mented and administered in a realistic man-
ner which would achleve its objectives. Many
cooperative and rental projects are faced by
the necessity of making large expenditures
to meet requirements of new laws enacted
as part of anti-pollution and other health
programs; moreover, many projects require
rehabilitation and upgrading. Supplemental
loans are also authorized to provide funds for
necessary refinancing of membership resales
which involve increases in equity. To facili-
tate administration of such supplementary
loans to finance resales of cooperative mems-
berships, such supplemental loans should be
available not only to individual eooperatives
but to a group or association of sooperatives
or a nonprofit financing institution to serve
cooperatives. Supplemental loans should be
made for a period and at an interest rate to
permit their amortization without an undue
burden on the projects. GNMA should be
authorized to use special assistance funds
for the purchase of such supplemental loans
at par. The supplemental loan provisions in
213(j) should be extended to include housing
projects covered by mortgages insured under
Sections 221(d) (3) or 236. NHC recommends
amendatory legislation to implement the
recommendations in this paragraph to the
extent that they cannot be effectuated
through administrative action.

(d) The Special Assistant for Cooperative
Housing at FHA should be provided with
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adequate staff and funds to undertake a
broad program for the encouragement and
development of cooperative housing, includ-
ing necessary training of cooperative lead-
ers and managers. The Special Assistant and
his staff should have responsibility for both
the assisted and unassisted cooperative hous-
ing in carrying out the functions prescribed
in the laws establishing this position, which
should be amended to cover cooperatives un-
der all programs,

8. The Tax Reform Act of 1969 contains
the following provisions of special interest to
the operation of a cooperative housing proj-
ect:

(a) Sectlon 216(b) of the Code s amended
to provide that, in determining whether a
corporation is a cooperative housing cor-
poration, no account is to be taken of stock
owned and apartments leased by governmen-
tal entities empowered to acquire shares In
a cooperative housing corporation for the
purpose of providing housing facilities. The
effect of the amendment is to allow individ-
ual tenant-stockholders to deduct their pro=-
portionate share of interest and taxes even
though more than 20 percent of the coopera-
tive’'s income 1s derived from a governmental
entity. This amendment applies to taxable
years beginning after December 31, 1969.

(b) Section 1039 is added to the Code to
provide for deferral of gain upon the sale of
a limited distribution project financed under
Sections 221(d) (3) and 236 to a cooperative
or other nonprofit corporation. This impor-
tant Incentive is more fully described in
paragraph 4 of Chapter CC.

9. NHC recommends that the Rent Sup-
plement Program be extended to cover the
Section 213 Program. In central city apart-
ments which are converted to cooperative
ownership, this would enable them to serve
inner city residents who need Rent Supple-
ments to afford the monthly charges.

10. Since there Is substantial interest on
college campuses in the use of cooperative
housing programs to serve college students,
NHC recommends amendments in appro-
priate housing programs to enable the use
of cooperatives for the housing of college
students.

11. NHC applauds the U.N. General As-
sembly vote to encourage a program of social
housing that includes cooperatives.

12. The law provides for conversion of
existing rental projects financed under Sec-
tion 221(d) (3) and 236 to cooperative own-
ership under those same sections. However,
there have been no conversions because HUD
is reserving subsidy money exclusively for
new construction. NHC urges that HUD re-
examine this position and make monies
avallable for this conversion program. As
explained in Chapter CC, there is a tax pro-
gram allowing for deferral of gain on rental
projects converted to cooperatives If that
galn is invested in the development of a new
Bection 221(d) (3) or 236 project. This pro-
gram has yet to become operational because
of the fallure to release authorized funds.

CHAFTER 5. NONPROFIT HOUSING SPONSORS

1. Besides the cooperative non-profit proj-
ects discussed in the preceding chapter, the
non-profit sponsors described in this chap-
ter are expected to have an increasing role
in meeting the housing needs of low and
moderate income groups with the assistance
recommended below.

2. NHC belleves that there is an urgent
need for nmonprofit housing sponsors for low
and moderate income housing assistance
programs. Nonprofit housing sponsors may
be elther: (a) broadly-based housing de-
velopment corporations which ald a num-
ber of housing projects in the community;
or (b) individual project sponsors, such as
churches, charitable foundations, settlement
houses, labor unions, fraternal organizations
and other civic-minded groups.
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3. NHC approves the use of Sections 221
(d) (3), 235()), and rent supplement pro-
grams in nonprofit sponsored projects. This
sponsorship makes it possible to reach lower
income groups because of the absence of
profit in the operation of such projects,

4. NHC is pleased that its recommendation
was accepted for the use of the Tandem
Flan for aonprofit sponsored housing. With-
out the Tandem Flan, it would be virtually
impossible for nonprofit sponsored projects
to go forward when mortgages are not sell«
ing at par. In addition, NHC supports the
special yield-related price FNMA makes
available for nonprofit sponsored projects.
FNMA has recently reduced its preferential
price from 4 points to 23;. NHC urges the
restoration of the 4 point preferential price
for nonprofit sponsors.

5. NHC fully concurs In the report of the
Senate Housing Subcommittee that nonprofit
housing sponsors have contributed greatly to
our housing production. The Committee Re-
port stated:

“Among these institutions, the not-for-
profit organizations involved in housing de-
velopment have made substantial progress in
the construction of Jow and moderate income
housing in a relatively brief period of time.
Today they account for a large portion of the
housing development activity carried out
under the several assistance programs au-
thorized by the Congress. This is fulfilling
the intention of the Congress and we are
desirous to see not-for-profit sponsors and
developers play an increasing role in meeting
the natlon’s critical housing shortage espe-
clally for low and moderate income families
and individuals.”

6. NHC recommends that HUD provide the
following financlal and technical assistance
to nonprofit sponsors and organizations.

(a) Seed money loans to cover Initial costs,
such as preliminary architectural fees, engi-
neering fees, site options, tenant surveys,
market analyses, and legal and organiza-
tional expenses during the project develop-
ment stage. These would be recoverable from
the proceeds of the FHA-insured mortgage.

(b) Grants for administrative costs, social
services and other necessary expenses which
are important to the success of projects for
low and moderate income families and per-
sons.

(c) Technical assistance for expert aid
needed to train personnel, develop projects,
secure project approval and oversee cone
struction.

(d) Assistance to nonprofit housing spon-
sors in the conduct of self-help and mutual
self-help programs.

7. The 1970 Act authorizes $5 million with-
out fiscal year limitations for use by the
Secretary in providing a more adequate lev-
el of technical assistance. NHC recommends
the funding of this section to help provide
technical assistance needed by non-profit or-
ganizations,

8. The 1970 Housilng Act provides for a
Special Assistant to the Secretary who will
be responsible for providing information and
advice to nonprofit organizations desiring to
sponsor housing projects assisted under pro-
grams administered by HUD, NHC urges that
the new Special Assistant be named and giv-
en adequate staff and funds to undertake
a broad program for the encouragement and
development of nonprofit sponsored housing.

CHAPTER T. NATIONAL HOMEOWNERSHIP FOUN=
DATION; NATIONAL ADVISORY COMMISSION ON
LOW-INCOME HOUSING; NATIONAL HOUSING
PARTNERSHIPS; AND ASSISTANCE TO NON-
PROFIT SPONSORS IN LOW AND MODERATE IN=
COME HOUSING
I. Summary of Ezisting Legisiation: 1.

Objectives. The 1968 Housing Act created the

National Homeownership Foundation to

CArTy out a continuing program of encourag-

ing private and public organizations to pro-

vide increased homeownership and housing
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opportunities in urban and rural areas for
lower income families.

2, Authorizations in 1968 Housing Aet.
The Act authorized the Foundation to make
grants and loans (not otherwise avallable
from Federal sources) to such organizations
to help defray organizational and administra-
tive expenses, necessary preconstruction
costs, and the cost of counseling or similar
services to lower income families for whom
housing is being provided. The Foundation
can also provide technical assistance to the
organizations. The Foundation can also pro=-
vide technical assistance to the organiza-
tlons, The Foundation is to be administered
by an 1B-member Board of Directors. Fif-
teen members are to be appointed by the
President. The Secretary of HUD, the Sec-
retary of Agriculture and the Director of
OEO are the other three members. The board
will appoint an executlve director as its ex-
ecutive officer.

3. Authorizations in Appropriation Acts.
Appropriations up to $10 million are author-
ized. The Foundation can also use donated
funds. Nothing has been appropriated for
fiscal year 1870. The Administration re-
quested $250,000 for flscal year 1971 but
nothing was included in the appropriation
act.

II. Recommendations. NHC urges that the
Foundation be fully funded so that the
Foundation can begin its vital assignment.

National Advisory Commission on Low-
Ineome Housing

1. Obfectives. The 1968 Housing Act estab-
lished a National Advisory Commission on
Low-Income Housing to undertake a com-
prehensive study and investigate the re-
sources and capabilities in the public and
private sectors of the economy which may be
used to fulfill more completely the objectives
of the national goal of “a decent home and
a suitable living environment for every
American family”,

2. Assignment. The Act directs the Com-
mission to submit to the President and the
Congress an interim report with respect to its
findings and recommendations not later than
July 1, 1969, and a final report not later than
July 1, 1970. Neither report has been filed.

National Housing Partnerships

I. Summary of Existing Legislation: 1. Ob-
jectives. The 1968 Housing Act created a na-
tional housing partnership for the purpose of
securing the participation of private inves-
tors in programs and projects to provide
housing for low and moderate income fam-
ilies. The Act provides for a federally char-
tered, privately funded corporation under
the District of Columbia Business Corpora-
tion Act; also, for a National Partnership or-
ganized by the corporation under the D.C.
Uniform Limited Partnership Act. The Cor-
poration will serve as the general partner and
managing agent of the National Partnership
and each of its stockholders can be a limited
partner. It will provide the staff and exper-
tise for the Partnership in organizing and
planning project undertakings in which the
Partnership has an interest, and receive a fee
for such services,

2. Authority. Both the Corporation and
the Nationa] Partnership are authorized to
engage in a broad range of activities appro-
priate to the provision of housing and re-
lated facilities primarily for low or moderate
income families, with or without the use of
Federal programs, and may enter into and
participate in all forms of partnerships and
associations. The Natlonal Partnership will
form partnership ventures with local in-
vestors for the purpose of bullding low and
moderate income housing projects through-
out the nation. Normally, it will be a limited
partner in such undertakings, with an in-
terest of not more than 25% of the aggre-
gate Iinitial equity Iinvestment for the
project. The President has appointed the in-
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corporators of the Corporation. The incor-
porators serve as the initial board of direc-
tors and have arranged for the initial offer-
ing of shares of stock in the Corporation and
interests in the Natlonal Partnership. The
President is authorized to create additional

ps when he determines it to be in
the national Interest. National banks are au-
thorized to invest in a corporation and other
entities formed under this title. The NHP
was successful in the sale of its stock and
began full operation in 1970.

II. Recomendations: NHC recommends
that the following actions be taken:

1. To encourage widespread participation
and private investment in the National
Housing Partnerships, tax incentives must be
provided for undertaking housing develop-
ments to serve low and moderate income
persons. In Chapter CC, we describe the fa-
vorable action taken in the Tax Reform Act
of 1969 to provide such incentives.

2. To enable the sale of projects under-
taken by the Natlional Housing Partnership
to cooperatives or other nonprofit corpora-
tions, there should be an implementation of
the provisions of Section 236(j)(3) of the
National Housing Act as described under the
separate 236 heading. An important tax in-
centive providing for deferral of galn upon
a 236(])(3) sale to a cooperative or other
nonprofit corporation was added by the Tax
Reform Act of 1969. It i1s more fully dis-
cussed in Chapter CC.

Assistance to nonprofit sponsors of low
and moderate income housing

I. Summary of Ezxisting Legislation: 1, Ob~
fjectives. The 1968 Housing Act has pro-
visions to assist nonprofit sponsors of low
and moderate income housing.

2. Authorization in the 1968 and 1869
Housing Acts:

(a) The Becretary of HUD is authorized
to provide technical assistance, with respect
to the construction, rehabilitation, and op-
eration of low and moderate income housing,
to nonprofit organizations.

(b) The Secretary can also make 80-per-
cent, interest-free loans to nonprofit spon-
sors of such housing to cover certain precon-
struction costs wunder Federally-assisted

programs.

(c) The Low and Moderate Income Spon-
sor Fund is established for the purpose of
making the loans with an authorization of
appropriations of 7.5 million for fiscal year
1969 and $10 million for fiscal year 1970. The
Fund will be a revolving fund and repay-
ments of loans will be deposited in the Fund.

8. Authorization in Appropriation Acis.
$500,000 was appropriated in the Supple-
mental Appropriations for fiscal 1969, 2 mil-
lion was appropriated for fiscal 1970, and 83
million is included in the appropriation act
Tor fiscal 1971.

4, Amendments in the Housing and Urban
Development Act of 1870:

(a) Advice and Assistance with Respect to
Housing for Low and Moderate Income Fam-
ilies: The 1970 Act amends Section 106(a)
of the Housing and Urban Development Act
of 1968 to authorize technical assistance and
advice with respect to individual tenants
and homeowners assisted under HUD pro-
grams in addition to nonprofit sponsors of
multifamily housing. The sectlon also re-
peals the grant program for tenant services
in public housing projects and authorizes
such services to be financed out of project
income and annual contribufion payments,

(b) Information and Advice to Nonprofit
Project Sponsors: The 1970 Act creates in the
Department of Housing and Urban Develop-
ment a new position of Assistant to the Sec-
retary, responsible for assisting nonprofit ore
ganizations ‘in complying with HUD re-
quirements in applying for sponsorship of
housing projects under the subsidized mul-
tifamily programs administered by the De-
partment.

EXTENSIONS OF REMARKS

NHC urges that the full authorizations be
approoriated and utilized for this program
as more fully discussed in Chapter S.

CHAPTER U. RURAL HOUSING, RENEWAL, AND
PLANNING FOR MULTICOUNTY AREAS

I. Summary of Existing Legislation: 1, Ob=-
jectives, There is increasing national con=-
cern to make rural America more attractive
and livable for all. To achieve this goal, pro-
grams must be initiated to encourage the
young and better educated to continue living
in rural America. Programs which provide
the same kinds of financial assistance as are
provided for urban housing and renewal
should be avallable to rural areas for rural
housing and renewal. We endorse those pro-
visions of the 1968 Housing Act which make
certain housing assistance equally available
to rural areas, but other legislation is re-
quired as described below.

2. Authorizations in the 1968 and 1969
Housing Acts:

(a) Under Sections 235 and 236, the Secre-
tary was authorized to transfer to the Secre-

of Agriculture a reasonable portion of
the total authority to contract to make peri-
odic interest reduction payments for use in
rural areas and small towns, By agreement,
the Secretary of Agriculture was delegated
$2 million in contract authority under Sec-
tion 235(k). However, projects under Sec-
tion 236 will be processed by FHA.

(b) The 1969 Act extends for a 4-year pe-
riod ending October 1, 1873, the various rural
housing authorizations which were scheduled
to expire on October 1, 1968.

(c) The 1969 Act amended Section 517(c)
of the Housing Act of 1949 as follows:

(1) To remove the present $100 million
limitation on the amount of new loan paper
which may be held in the Rural Housing In-
surance Fund at any one time;

(2) To authorize the Secretary of Agri-
culture to sell insured housing loans out of
the Rural Housing Insurance Fund in blocks
and to treat such transactions as a sale of
assets for budgetary purposes; and

(3) To make clear that the Secretary of
Agriculture may make commitments to make
or insure rural housing loans on one or
more properties upon application by the
lender, bulilder, or seller and upon coms=-
pliance with such requirements as he may
specify.

(d) The 1969 Act amended Section 517 of
the 1949 Act (with conforming amendments
to Sections 518 and 519 of that Act) to abol-
ish the existing Rural Housing Direct Loan
Account and transfer all of its assets, liabili-
ties, and authorizations to the Rural Hous-
ing Insurance Fund. It is the purpose of
these amendments simply to consolidate the
direct loan programs of the Farmers Home
Administration in a single Fund, without
changing the nature or coverage of those
programs; all of the funds, claims, notes,
mortgages, contracts, property, collections,
proceeds, and unexpended balances which
were held in or applicable to the Account
will as a result of the transfer be held in
or applicable to the Fund, and any author-
izations for the appropriation of funds, the
avallability of funds for direct loans and re-
lated advances, or the issuance of notes
which were applicable to the Account will
become applicable to the Fund.

(e) The 1969 Act adds a new Section 524
to the 1949 Act to authorize financial assist-
ance to nonprofit organizations to provide
sites for rural housing for low and moderate
income families.

3. Amendments in the Housing and Urban
Development Act of 1970:

(a) Sections 514 and 516 of the Housing
Act of 1849 were amended to broaden the
farm labor housing program by:

(1) Authorizing financlal assistance to
nonprofit organizations of farmworkers for
the construction of farm labor housing;

(2) Authorizing financial assistance to
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broad based public or nonprofit organiza-
tions for the construction of farm labor
housing any place within the State where
the need exists.

(3) Lowering the interest rate on farm
labor housing loans from 6 to 1 percent.

(4) Authorizing the financing of house-
hold furnishings in farm labor housing units.

(5) Ralsing the maximum grant from two-
thirds to 90 percent of the development cost
of a project.

(6) Requiring the construction of farm
labor housing suitable for year-round use
except where the Secretary finds that year-
round housing is not needed.

(b) Sections 502 and 504 of the Housing
Act of 1949 were amended to permit loans
to people who lease a home site.

(¢) Section 504 was amended by raising
the ceiling on loans and grants from home
repair from $1,600 to $2.500 and to $3,500 if
necessary to provide water and sanitation
facilities.

(d) The Secretary of Agriculture was given
discretionary suthority in the use of Farm-
ers Home Administration county committees
in the determination of the eligibility of
loan applicants.

(e) Section 5156(b) (1) was amended to
raise the ceiling on loans for the construc-
tion of rental housing projects from $300,-
000 to §750,000.

(f) Section 520 of the Housing Act of 1949
was amended to ralse the size of communities
Farmers Home Administration can serve from
5,600 to 10,000.

(g) Both the Senate and House Commit-
tee Reports strongly recommended that 1968
report language be rescinded thus making it
clear that both urban and rural residents
should be eligible for Title V housing regard-
less of whether they work In a rural area.

4. Authorizations in Appropriation Acts.
Elsewhere we have described the authoriza-
tions of Interest assistance contracts under
Sections 235 and 286 which are now avall-
able for housing in rural areas. In addition,
the rural housing program of the Department
of Agriculture was authorized to maintain
& $5 million program of 3%, 50-year loans.

II. Recommendations: 1, Additional Au-
thorizations in Appropriation Acts:

(a) NHC recommends that the housing
repair grant provisions of Section 504(a) be
funded at a level of $25 milllon for fiseal
1972. Since 1964 there have been no grant
funds available for housing repair.

(b) NHC recommends that the housing
loan provisions of Section 504(a) be funded
at a level of $25 million for fiscal 1972.

(¢) NHC recommends that the farm labor
housing grant provisions of Section 516(b)
be funded at a level of $25 million for fiscal
1972,

(d) NHC recommends that the self-help
housing technlical assistance grants author-
ized by Section 523(b) (1) (A) be funded at
the full limit of 5 million for fiscal 1972.

(e) NHC recommends that the self-help
loan funds authorized by SBection 523(b) (1)
(B) be funded at the full limit of §1 million
for fiscal 1972,

(f) NHC recommends that $115 million,
the full amount authorized by law, be ap-
propriated for development and planning
grants, for rural water and sewer systems for
fiscal 1972,

(g) NHC recommends that $150 million be
appropriated for FMHA administrative ex-
penses in fiscal 1972 to enable the agency to
handle the vastly increased workload par-
ticularly in housing and in community af-
fairs.

2. Legislative Amendments Relating to
Rural Housing. NHC recommends the follow=
ing legislation relating to rural housing pro-

grams:

(a) The 8%, 50 year loan program to sup-
plement the new authority granted under
the 1968 Housing Act should not only be
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continued but increased. The Secretary of
Agriculture should be authorized to contract
to maintain the interest rate throughout the
duration of the loan. Also the Secretary
should be granted the power to reduce the
interest rate to as low as 1% under this pro-
gram.

(b) Enact legislation creating the position
of Special Assistant for Cooperative Housing
in the Farmers Home Administration
(FmHA) of the Department of Agriculture
(a similar position to that created in the
Housing Amendments of 1855 for urban co-
operative housing) with similar powers, du-
ties and adequate staff and budget; and the
additional responsibility of mobilizing the
support of rural area cooperatives of all types
for the creation and continued successful
operation of rural cooperative housing proj-
ects.
(c) Give the Secretary of HUD authority
to walve rules and regulations of HUD pro-
grams so small citles and towns can get an
equitable share of HUD programs.

(d) NHC recommends that the population
celling on FmHA loans be raised from towns
of 10,000 to maximum 25,000 population, with
commensurate adjustments in administrative
funds.

(e) NHC recommends that the Rent Sup-
plement Program be extended to programs
which are financed directly by FmHA. Sec-
tion 235 and 236 programs are now eligible
under FmHA and the Rent Supplement pro-
gram should also be avallable to FmHA.

(f) The authority given to the Secretary
of Agriculture to use county committees as
a means of determining the eligibility of
applicants for FmHA housing loans should
be completely rescinded.

{(g) The authorization for annual appro-
priations for development and planning
grants for rural water and sewer systems
should be ralsed from #$115 million to $230
million.

(h) A legislative goal of at least 500,000
housing units per year for FmHA financing
should be established. This is the level which
will be needed to achieve the rural part of
NHC's national housing goal which calls for
10,000,000 federally assisted housing units
to be constructed or rehabilitated in ten
years, More than half of the need is in rural
areas,

(1) FmHA should be provided with funds
for research geared to solve problems which
often hamper or restrict housing develop-
ments in rural areas. An example is lack of
waste disposal facllities. Research needs to
be undertaken to develop a waste disposal
system which could serve an individual home
or a number of homes at a modest initial
investment and low maintenance,

(j) Congress should establish a &6 billion
level for FmHA insured housing loans in
fiscal 1972. This would permit FmHA to
finance at a level of about 500,000 housing
units a year. Because these funds are raised
through the sale of notes on the private
market, the funding does not require appro-
priations from the Treasury, Therefore there
is little impact on the Federal budget.

(k) NHC recommends that the PFmHA staff
be expanded to enable the ageney to actively
promote rental housing to aid in meeting
rural needs.

(1) NHC recommends the amendment of
the PmHA Act to enable the agency to pro-
mote and finance nonprofit housing develop-
ment corporations as housing dellvery sys-
tems to small towns and rural people,

{m) NHC recommends that legislation be
enacted to assure that the American Indian—
on and off reservaticns—is given the oppor-
tunity and choice to participate in all Fed-
eral housing programs,

(n) NHC recommends the establishment
of a Rural Development Bank as provided in
H.R. 15402 introduced by Congressman Pat-
man.,

EXTENSIONS OF REMARKS

(0) NHC recommends that the FmHA leg-
islation be amended to authorize loans re-
quiring principal and interest payments on as
little as 50 percent of the principal, with the
remainder covered by a second trust which
would not bear interest or fall due for repay-
ment until the first mortgage was paid off or
the property changed hands,

(p) NHC recommends the creation of a
Department of Rural Affairs, which would in-
clude those housing and community devel-
opment functions currently administered by
the Department of Agriculture, and which
would receive its appropriations through new
subcommittees of the House and Senate Ap-
propriations Committees. In the absence of
such an executive reorganization, NHC rec-
ommends that all appropriations for hous-
ing and community facilities programs be
made through the same Appropriations sub-
committees, whether the programs are ad-
ministered by HUD or USDA.,

(q) NHC recommends enactment of any
necessary legislation to authorize and di-
rect FmHA to establlsh escrow accounts on
behalf of its housing borrowers for the pay-
ment of taxes and insurance.

(r) NHO recommends enactment of any
necessary legislation to replace the present
bonding requirements of FmHA County Of-
fices with a fidelity bonding arrangement
which would protect the government against
fraud without making County Office stafls
financially liable for non-fraudulent admin-
istrative errors.

(8) NHC recommends legislation author-
lzing FmHA to take all actions necessary to
permit the use and compensation of hous-
ing consultants and specialists in preparing
processing or otherwise assisting in the un-
dertaking of housing financed or alded by
FmHA.

3. Recommendations for Administrative
Actions:

(a) Besldes Congressional actions, there
is a need for more effective executive actions
and better coordination of Agriculture and
HUD, and for consultation with industry and
public interest groups. Such actions should
be taken to assure that federal housing, com-
munity facility and planning aids for rural
areas are equivalent to those available in
cities and metropolitan areas.

(b) NHC recommends and urges the Secre-
tary of Agriculture to stimulate and encour-
age programs under new and existing co-
operative housing provisions to alleviate the
housing ills in rural areas.

(¢) NHC urges the Federal Housing Admin-
istration and the Farmers Home Adminis-
tration (FmHA) to work out a plan for mak-
ing housing credit available in small towns
that are too large for FmHA to service (over
10,000), but not practical for FHA to service
beécause of remoteness or other reasons. A
serious credit shortage exists in many of
these areas.

(d) NHC urges standardization of FmHA
regulations and procedures which presently
often vary from county to county and from
state to state, making it difficult and some-
times impossible for outside groups to work
effectively with FmHA, In this respect, the
staff of the National FmHA should be ex-
panded. Also, In many areas where the de-
mand for housing is substantial, FmHA
should assign housing speclalists. Presently,
county supervisors are responsible not only
for housing but for many other FmHA pro-
grams as well. If FmHA is to achieve the po-
tential which its housing program possesses,
it must develop new administrative tech-
nigues to handle the greatly increased vol-
ume of housing applications,

(e) FmHA should reorganize its staff and
further streamline its activitles to speed up
the making and servicing of loans,

(f) FmHA should increase its administra-
tive limit of $100,000 for rural housing site
loans to $500,000. The present limit, in view
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of escalating land costs and costs of devel-
oping rural land, is too low. As a result, the
tremendous potential of this valuable new
authority which FmHA received in the 1969
housing legislation is severely restricted.

(g) FPmHA should strengthen its advance
commitments to builders so as to encourage
larger scale builders to operate in rural areas.
This is essentinl to producing the volume of
housing required to solve the critical short-
age in rural communities. FmHA's adminis-
trative regulations prevent advance commit-
ments from having the impact which Con-
gress intended.

CHAPTER V. INTERIM ASSISTANCE AND INTERIM
REHABILITATION PROGRAMS IN SLUM AND
BLIGHTED AREAS

1. Summary of Existing Legislation: 1. In-
terim Assistance for Blighted Areas as Pro-
vided for in the 1968 Housing Act. The 1968
Housing Act authorizes the Secretary of HUD
to confract to make grants aggregating up
to $15 million in any fiscal year to citles
or counties to assist them in taking interim
steps to alleviate harmful conditions in
slum or blighted areas or communities. To
qualify, these areas must be planned for sub-
stantial clearance, rehablilitation, or federal-
ly-assisted code enforcement in the near
future, and must need some immediate pub-
lic action until permanent action ean be
taken. Grants may not exceed two-thirds of
the cost of planning and carrying out an in-
terim assistance program, except that three-
fourths grants can be made to any commu-
nity with a population of 50,000 or less. A
community has to have an approved work-
able program to qualify for assistance.

2. Need for Interim Rehabilitation Pro-
gram. In slum and blighted areas, there
should be a program of rapid interim reha-
bilitation to correct those housing conditions
which directly affect health and safety. The
people now living in substandard housing
should not be expected to wait until perma-
nent nelghborhood improvement programs
are developed. We need a program which will
provide grants and loans which can be rap-
idly disbursed to eliminate health and safety
hazards, without regard to the useful life
of the bulldings. The objective is to provide
whatever assistance is needed to achieve
monthly charges, after interim rehabilita-
tion, which will be within the financial reach
of the low income and moderate income res-
idents. The emergency upgrading of struc-
tures should not involve increases in rents
beyond the reach of the present tenants,

8. Funds for Interim Assistance. There
have been no appropriation authorizations to
implement the 1968 Act providing interim
assistance to alleviate harmful conditions in
slum or blighted areas. However, $15 million
of urban renewal funds have been allocated
for this purpose.

II. Recommendations: 1. Authorizations in
Appropriation Acts. NHC recommends ex-
pansion of the program through appropriate
authorizations and additional urban renewal
allocations for the interim assistance pro-
gram in slum areas. This should include an
advance appropriation and allocation for the
next additional fiscal year to glve cities and
counties more lead time in planning interim
steps to alleviate harmful conditions in slum
or blighted areas. NHC further recommends
that the amount of the appropriations—and
legislative authorizations therefor—should
be increased in response to the increasing
needs evidenced by the appropriation re-
quests which will be filed for interim as-
sistance.

2. Legislative Amendments on Interim As-
sistance. All cities should be eligible for a
three-quarters grant for the cost of planning
and carrying out the Interim program, In-
stead of limiting the larger grants to the
smaller cities, the large citles should get
such a grant and not be limited to a two-
thirds grant.
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3. Legislation jor Interim Rehabilitation
Program. NHC recommends legislation to
provide for the above described program of
interim rehabilitation to correct housing
conditions which directly affect health and
safety, without regard to the useful life of
the buildings. The legislation should include
the following:

(a) Amendments to broaden the interim
assistance law to include such interim re-
habilitation of housing as is necessary to
protect the health and safety of residents.
This would make grants available to cities
and counties which are undertaking such a
program.

(b) With respect to interim rehabilitation
to correct conditions which directly affect
health and safety in homes located in slum
and blighted areas, the following financial
assistance should be extended to owners of
homes who have low and moderate incomes:
(1) rehabilitation grants under Section 115
in an amount not to exceed $3,500; and (ii)
rehabilitation loans under Section 312.

(¢) Federal code enforcement grants for
interim rehabilitation of housing.

(d) Federal grants to urban renewal agen-
cies to acquire slum buildings which are in
violation of housing codes, and for interim
rehabilitation to eliminate hazards. Public
acquisition of properties for interim rehabil-
itation may be an early acquisition of part
of the property that would later be involved
in a permanent renewal program for the
neighborhood.

(e) Section 312 should be further amended
to provide loans to public bodles or agencies
which take possession or control of any prop-
erty—through recelvership or otherwise—
which violates code requirements or local
laws concerning health or safety, This would
cover property where the owner has falled
to correct such violations within a period
prescribed by local law. The loan should be
made on the condition that it will be repaid
from the income derived from the rehabili-
tated property, with appropriate liens or
other rights that will be enforceable against
the property.

Pursuant to the foregoing legislation, the
assistance should be sufficient to achieve
monthly charges, after interim rehabilita-
tion, which will be within the financial reach
of the present occupants or of others of low
or moderate incomes.

CHAPTER W. NEW TOWNS AND NEW
COMMUNITIES

I, Summary of Existing Legislation: 1.
Need. Since 40,000,000 additional people will
be living in cities during the next decade, we
need new towns and new communities to
help take care of this increased urban popu-
lation, to provide for an orderly dispersal of
population and relieve further city conges-
tion. These new towns would be carefully
planned as balanced communities. They
would be largely self-contained with homes,
apartments, schools, jobs, hospitals, recrea-
tional facilities and open spaces. They should
be planned to minimize transportation needs
by assuring employment for residents within
or near the community. They should provide
housing for all income groups, including
those of low and moderate incomes, These
new communities can provide a new kind of
urban living which can offer an alternative
to the sprawling growth that threatens to
overwhelm our metropolitan regions with
costly and Inefficient development.

There is an urgent need for Federal guar-
anties to overcome major obstacles which
have prevented greater efforts in this field,
namely: (1) the large capital investments to
acquire large land areas and install the basic
facilities needed to prepare the land for de-
velopment; and (2) the extended period for
the planning and installation of site im-
provements, during which large expenditures
must be made for debt service, taxes and
overhead.

EXTENSIONS OF REMARKS

2. Authorizations in 1968 and 1969 Housing
Acts. The 1968 Act authorized HUD to guar-
antee obligations issued by new community
developers to help finance approved new
community developments, These guaranties
were intended to overcome the major ob-
stacles which have prevented greater accom-
plishments in this fleld. With the security
of Federal guaranties, investors have been
willing to provide financing geared to the
realities of internal cash flow in new com-
munity development projects. To encourage
localities to use Federal aid programs in sup-
port of new communities, the Act includes
a program of incentive grants, When Feder-
ally-assisted facilities are being constructed
to serve a new community, the public agency
will be eligible—in addition to the basic Fed-
eral grants—for a supplementary grant cov-
ering an additional 20% of construction
costs. However, the total federal contribution
to the cost of community facilities cannot
exceed 80% of the cost of the facility. This
would include facilities such as water, sewer
and the open-space land. Appropriations for
supplemental grants were authorized in the
amount of §5 million for fiscal year 1969 and
$25 million for fiscal year 1970.

The 1969 Act amended Section 412(d) of
the 1968 Act to authorize appropriations for
new community assistance grants through
the fiscal year 1971.

3. Authorizations in Appropriation Acts.
For fiscal year 1970, $2,500,000 has been ap-
propriated for supplemental grants to public
agencies which install federally-assisted
facilities to serve new communities. $5 mil-
lon is included in the appropriation act for
fiscal year 1971.

4. Amendments in Housing and Urban De-
velopment Act of 1970.

Title VII of the 1970 Housing Act—called
the Urban Growth and New Community De-
velopment Act of 1970—created broad new
urban growth concepts and programs. A re-
view of the legislation follows:

New Community Development (Title VII)
—Provides a package of Federal financial aids
to new community developers, both private
and public, to assist in the provision of
newly built communities and major addi-
tions to existing communities, including:

(a) Guarantees of the bonds or other obli-
gations of new community developers issued
to finance land acquisition, land develop-
ment, and construction of public and utility
facilities; the outstanding amount that can
be guaranteed with respect to all new com-
munity developments cannot exceed $500
million and with respect to each develop-
ment, $50 million; the amount guaranteed
cannot exceed the sum of 80 percent of the
value of the property before development
and 90 percent of the actual cost of the
development, except that for public develop-
ers the guaranteed amount could be 100
percent of the above cost items.

(b) Loans to pay interest on bonds of new
community developers, repayable on deferred
basis as long as 15 years; loans to bear inter-
est at similar rate to outstanding U.S. obliga-
tions of comparable maturities; the out-
standing amount of loans cannot exceed $240
million for all developments and $20 million
for one development.

(c) Special planning assistance grants to
new community developers to pay up to two-
thirds the cost of various planning for new
community development; #$10 million au.
thorized over two years.

(d) Supplementary grants to states or
localities for facilitles to increase the Fed-
eral share under numerous public facility
grant programs by up to 20 percent of the
cost of such facilities, provided the total
Federal share does not exceed 80 percent;
$168 million authorized over 3 years.

(e) Public service grants to help defray
the initial costs of essential public services
(including schools) with respect to new com-
munities; open-end authorization.
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(f) Comprehensive planning grants to
public bodies or organizations or public
officials to finance planning for urban
provision of new com-

growth and the
munities.

(g) Open space grants, up to 75 percent,
to public bodies to finance acquisition of
undeveloped land which can be used in con-
nection with the growth of new communities
including the expansion or revitalization of
existing communities.

Other parts of this title would authorize
new community demonstration projects by
the Federal government on Federal land; re-
quire urban growth reports from the Presi-
dent through an identified unit of the
Domestic Councll every two years; and au-
thorize urban renewal grants to finance the
acquisition of vacant or inappropriately used
land or space which could be developed for
housing and related uses, the development
of new communities in town, or other under-
takings related to inner city needs.

New community land development

The 1970 Act amends title IV of the Hous-
ing and Urban Development Act of 1968 to
authorize an increase in the Guarantee Fund
for New Communities Land Development
from $250 million to $500 million; extend the
availability period of unexpended funds to
July 1, 1974; and clarifies the conditions
under which guaranty payments are to be
made to bond holders.

II. Recommendations: 1. Appropriations:

(a) We recommend the full appropriation
of $36,000,000 authorized for supplemental
grants for fiscal year 1971 under the Urban
Growth and New Community Development
Act of 1970; also, an advance appropriation
for fiscal year 1972 of $66,000,000 for supple=
mental grants in order to glve more lead
time for initiating and planning new com-
munities,

(b) We further recommend the full appro-
priation of $5,000,000 authorized for financial
assistance to private new community de-
velopers and state and local public land de-
velopment agencies for their planning of new
community development programs; also, an
advance appropriation of the additional
$5,000,000 authorized for this purpose on
July 1, 1971.

2. Increase in Legislation Authorizations.
We recommend that the aggregate limit on
outstanding guaranties be increased by #1
billion above the present limit of 500 mil-
lion. We further recommend an additional
authorization of appropriations for supple-
mental grants of $100 milllon a year for 2
additional years so there will be authoriza-
tions for a 5-year period. There should be
additional authorizations which are ear-
marked for new communities to assure the
avallability to public agencies serving such
communities of adequate grants for all of
the following: sewers; water, water conserva-
tion and water pollution control; public
health services; education, community facil-
ities; open-space land program; mass transit;
airports; public works and economic devel-
opment; or other types of new community
assisted projects authorized by law.

3. Other legislative Amendments. The Bu-
reau of Public Roads should be authorized to
purchase excess land beyond the amount
needed for the roads themselves. This would
include land suitable for residential develop-
ment which the Bureau should make avail-
able to rehouse displaced famlilies. At large
road interchanges, the Bureau should be au-
thorized to acquire additional land for the
development of new communitles which can
meet the needs of our growing population,
including displaced families. Such land can
generally be acquired by the Bureau at low
cost at the time that land is being acquired
for new road systems.

4. Recommendations for
Action:

(a) In view of the critical need for this
program to help take care of population in-

Administrative
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creases, relieve city congestion and provide
building sites, NHC urges HUD (i) to utilize
and effectuate fully the Urban Growth and
New Community Development Act of 1970
and (il) to act promptly on guaranties re-
quired by developers to enable them to get
financing for these new communities which
are urgently needed.

(b) A priority should be established for
sewer, water, mass transit, public health, ed-
ucation and other grants to public agencles
for all new community assisted projects au-
thorized by law.

CHAPTER X. ADEQUATE SITES FOR EXPANDED
HOUSING PROGRAM

1. Summary of Existing Legislation: 1. Ob-
jectives. One of the most serious impediments
to achieving our housing goals is the lack of
adequate building sites at reasonable prices.
It will be impossible to provide the neces-
sary additional supply of housing unless suit-
able improved sites are available, which in-
clude all of the public services and facilitles
necessary for a suitable living environment.
There is a special and critical problem relat-
Ing to the availability of improved land for
low and moderate income housing; such
housing is least able to compete for land be-
cause it cannot pay as high a price. In addi-
tion, restrictive zoning and other practices
have precluded many suitable building sites
from being utilized to house these income
groups. To meet these problems and facilitate
achievement of the necessary expansion of
total housing production on a well-planned
basis, the Natlonal Housing Conference rec-
ommends the legislative and administrative
measures described below.

9. Authorizations in Ezisting Legislation.

The following is a summary of some of the
major provisions in existing leglslation which
can effectively be utilized to make improved
land available for expanded housing produc-
tion, particularly for those of low and mod-
erate incomes:

(&) The urban renewal legislation author-
jzes the acquisition of land and its disposi-
tion, with appropriate write-downs based on
the planned use of the land. The legisla-
tion recognizes the special needs for re-
housing families who are displaced and those
of low and moderate incomes. The urban
renewal laws are important tools which can
be used to help provide an adequate supply
of improved bullding sites at reasonable
prices for housing, with emphasis on meet-
ing the needs of persons of low and moderate
incomes. (See paragraph 4(g) of Chapter 8
for an explanation of the provision in the
19069 Housing Act requiring a “one for one"”
replacement of housing demolished within
the jurisdiction of the Urban Renewal
Agency.)

(b) The 1968 and 1970 Housing Acts au-
thorize - for new communities and
urban growth—as described in the preceding
chapter—wbich should produce improved
building sites for homes and apartments In
carefully planned communities, including
all necessary public and community facili-
ties. The law requires that low and mod-
erate income housing be included in these
new towns as a prerequisite for supplemental
grants to public agencles in providing water,
sewer and other public facilities and services.

(c) Under existing law, federal grants are
available to public agencies for water and
sewer facilities, neighborhood facilities, open
space and programs for advance acquisitions
of land as described below. When adequately
funded—as recommended elsewhere in this
report—this legislation should enable public
agencles to provide the water, sewer and
other public facilities required for the im-
provement of land, so that it will become
suitable and awvallable for resldential con-
struction.

3. Amendments in Housing and Urban De-
velopment Act of 1969. Sale of Land for
Housing.

EXTENSIONS OF REMARKS

It permits real property which is surplus
within the meaning of the Federal Property
and Administrative Services Act to be trans-
ferred to the Secretary of Housing and Urban
Development at his request for sale or lease
by him at its fair value for use in the pro-
vision of rental or cooperative housing to be
occupied by families or individuals of low
or moderate income. Surplus real property
can be sold on such terms by the Secretary
if it s sold to (1) a public body which will
use the property in connection with the de-
velopment of a low-rent housing project as-
sisted under the United States Housing Act
of 1937, or under a state or local program
found by the Secretary to have the same
general purposes as the federal program un-
der such act, or (2) a purchaser who will use
the property in connection with the de-
velopment of (i) rent supplement units, (ii)
below-market-interest-rate moderate income
housing or (ii1) rental housing on behalf of
which interest reduction payments are made
under Sectlion 236 of the National Housing
Act. Prior to any sale or lease to & purchaser
other than a public body the Secretary must
notify the governing body of the locality
where the property is located and no sale or
lease may be made if, within 80 days, the
local governing body formally notifies the
Secretary that it objects to the proposed sale
or lease.

As a condition to any sale or lease of sur-
plus real property, the Secretary of Housing
and Urban Development is required to obtain
such undertakings as he may consider ap-
propriate to assure that the property will be
used in the provision of rental or coopera-
tive housing to be occupied by families or
individuals of low or moderate income for a
period of not less than 40 years. If during
such period the property is used for any pur-
pose other than the purpose for which it was
sold or leased, it will revert to the United
States (or, in the case of leased property, the
lease will terminate) unless the Secretary,
alter the expiration of the first twenty years
of such period, has approved the use of the
property for such other purpose. The Secre-
tary must notify the Senate and House Com-
mittees on Banking and Currency whenever
any surplus real property 1s sold or leased
pursuant to this section.

4, Disposition of Surplus Land for Low
and Moderate Income Housing and Related
Facilities. The 1970 Act amends Section 414
of the Housing and Urban Development Act
of 1968 to authorize the Administrator of
General Services to dispose of Federal surplus
land to the Secretary of HUD for the con-
struction of low and moderate income sales
housing and related public commercial and
industrial facilities. Existing law authorizes
such disposal only for low and moderate in-
come rental or cooperative housing.

II. Recommendations: 1, NHC recommends
full funding and full use of all of the au-
thorizations in existing legislation for the
purpose of assuring that there will be an
adequate supply of improved bullding sites
available at reasonable prices to meet our
housing goals, with special emphasis on the
needs for such land at prices which would
permit its use for housing persons of low and
moderate incomes. The amount of the ap-
propriations and authorizations for these
programs (including urban renewal) should
be increased commensurate with the tremen-
dous need to increase the supply of improved
bullding sites to enable the contemplated
expansion of housing production.

2. NHC recommends necessary increases in
the authorizations and appropriations for
all the programs which provide Federal
assistance for public services and facilities
in the new areas where improved land is
to be made avallable for housing including:
water and sewer systems; nelghborhood fa-
cllities; open space; the new towns and new
communities program; mass transportation;
health, education and welfare.
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3. The additional improved bullding sites
should be made avallable both within the
cities and outside of the citles. We must make
avallable for housing development extensive
areas cf vacant land or other sites which do
not involve substantial residential displace-
ment; such land must be provided with
necessary public and community facilities
and services. Existing legislation should be
amended to the extent necessary to enable
the write-down of improved sites in such
new areas of vacant land so the improved
land will be at a price which enables its use
for housing, particularly for those of low
and moderate incomes.

4. To help provide the measures necessary
to accomplish the foregoing objectives. NHC
supports and urges the passage of S. 609, the
“Urban Planning and Housing Assistance
Act of 1871, introduced by Senator Javits.
This bill contains the following provisions
to encourage improved land utilization and
expanded housing programs:

(a) It would deny assistance under pro-
grams of the Department of Housing and
Urban Development to cities which employ
restrictive land use practices to exclude pub-
licly-assisted housing for low and moderate
income families.

(b) It would provide 50 percent grants to
pay for local services, such as transportation
or water and sewers, which would be affected
by more intensive land utilization and ex-
panded housing.

5. To help provide sites for low and mod--
erate income housing, NHC believes that
nonprofit and profit-motivated sponsors need
assistance from the Federal Government to
overcome local restrictive zoning and other
discriminatory practices which exclude Fed-
erally assisted housing, We strongly recom-
mend the legislation described in paragraph
3(0) of Chapter B.

6. Federal grants should be made to
municipalities and public agencles to cover
impact costs of providing educational, health
and other services which result from the lo-
cation of housing developments in an area.
The Federal grant should cover the addi-
tional costs involved which cannot be met
from collections of full taxes or their equiva~-
lents on the project. We recommend payment
of full taxes or thelir equivalents on public
and other assisted housing.

CHAPTER Y. PUBLIC AND COMMUNITY FACILITIES
INCLUDING WATER, SEWER, NEIGHBORHOOD
FACILITIES AND OPEN-SPACE LAND PROGRAMS
I. Summary of Ezisting Legislation: 1.

Need. There is a great and continuing need
for Federal public facilities grants to assist
in overcoming serious backlogs in replacing
substandard or obsolete facilities—especially
in the central cities—and eliminating water
pollution and meeting the unprecedented
demands for additional facilities and serv-
ices generated by population expansion.
These needs cut across whole metropolitan
areas and involve central cities, new suburbs
and the new communitles still to come. This
essential expansion in Federal ald could be a
potent influence In resolving the present
chaotic conditions created by the multiplicity
of local governmental jurisdictions in most
metropolitan areas. This multiplicity has led
to suburban sprawl, land misuse, land specu-
lation, and frequent failure of metropolitan
area and regional planning as an effective
tool for the control of new developments.
Such a program could provide important lev-
erage to establish coordinated local govern=-
mental approaches to control programs of
area and reglon-wide significance. At the
same time, it could foster decentralization
of local governmental functions of strictly
local application.

2. Authorizations in 1968 and 1969 Housing
Acts. (a) The 1968 Act only azathorized funds
to be appropriated for water and sewer facil-
itles and the open-space land program. For
water and sewer facilitles an additional 8150
million was authorized for fiscal year 1969




April 15, 1971

and $115 million for fiscal 1970, For the open=-
space land program, the 1968 Act authorized
to be appropriated for the purpose of mak-
ing grants an additional $150 million (for a
total ceiling of $460 million) prior to July
1, 1870. The limit on the amount of funds
the Secretary of HUD is authorized to use for
grants for technical assistance on open space
+was raised by $75,000. The Act provided that
any appropriations made for water and sewer
facilities, neighborhood facilities, and ad-
vance acquisitions of land programs not al-
ready appropriated may be appropriated for
fiscal 1970. The Act extends the interim plan-
ning requirements under the basle water
and sewer facilities grant program to October
1, 1969.

(b) The 1969 Act authorized for Open
Space, Urban Beautification, and Historie
Preservation Grants: Sectlon 702(b) of
the Housing Act of 1961 is amended to ex-
tend the avallability of approximately $84
million in unused authorization for open
space, urban beautification, and historic
preservation programs through the fiscal
year 1971, Prior to this amendment the au-
thorization would have expired at the end
of the fiscal year 1970.

(¢) The 1969 Act authorized for Com-
munity Facllities Grants: Section 702(c¢) of
the Housing and Urban Development Act of
1965 1s amended for one year (until October
1, 1970) the time within which a community
may qualify for a baslc water and sewer
facilities grant even though its program for
an area-wide system (though under prepara-
tion) has not been completed.

(d) The 1969 Act amends Section T08(b)
of the 1065 Act to authorize appropriations
for grants for basic water and sewer facilities,
neighborhood facllities, and advance ac-
quisition of land through the fiscal year 1871.
Prior to this amendment, these appropria-
tions were authorized to be made only
through fiseal year 1970.

(e) The 1969 Act amends Section 708(a) of
the 1965 Act to authorize the appropriations
of an additional $100 million for basic water
and sewer grants for fiscal year 1971.

8. Authorizations in Appropriation Acts.
For fiscal year 1969 there was an appropria-
tion of #1656 milllon for water and sewer
grants, an appropriation of 875 million for
open-space land grants, and an appropria-
tion of $35 million for neighborhood facil-
ities grants. For fiscal year 1970, there was
an appropriation of $135 million for water
and sewer—plus $15 million carryover—=875
million for open space and $40 million for
neighborhood facilities. The vetoed appro=-
priation act for fiscal year 1971 contained
8500 million for water and sewer facilities
grants, 875 million for open space land pro-
grams and $40 million for neighborhood facll-
ities grants. As finally passed, the appro-
priation act included $350 million for water
and sewer facilitles grants and 875 million
for open space land programs and $40 mil-
lion for neighborhood facilities grants.

4. Amendments in the Housing and Urban
Development Act of 1970: Consolidation of
Open-Space Land Programs—The 1970 Law
amends title VII of the Housing Act of 1961
(grants for open-space land, urban beautifi-
cation and historic preservation) to author-
ize a single program of grants for (1) acquisi-
tion of title to, or other interests in, open-
space land in urban areas, and (2) the de-
velopment of open-space or other land in
urban areas for open-space uses (including
historic preservation).

5. Other Legislation—1970. In additlon to
the regular water and sewer appropriation,
Congress passed & $1 billlon authorization
for basic water and sewer facllitles. When
President Nixon signed this bill, he com-
mented that he would not spend the money
if it were appropriated. To this date there
has been no appropriation.

II. Recommendations: 1. Urgent Need To
Continue Water and Sewer Grant Program.

EXTENSIONS OF REMARKS

The Budget Message contemplates phasing
out the water and sewer program and con-
solidating it with three other categorical
grant programs into a new community de-
velopment grant program. For the reasons
set forth in Chapter E, NHC opposes this
plan to phase out water and sewer grants
and other categorical grant programs. How-
ever, we are in agreement with the principle
that these Federal grants should be made
available for use by local governments with-
out Federal accountability or program super-
vision, except for (1) compliance with non-
discrimination obligations and (2) the use
of funds for the specific purpose of the grant.

The water and sewer grant program is fac-
ing a serlous threat. Of the $350 milllon ap-
propriated for fiscal 1971, the Administration
intends to obligate only $150 million and to
c.rry the balance of $200 million over to
next year. Evidently, it s planned to use only
2100 million of this money during the first
slx months at which time the Community
Development Program would become opera-
tive If legislation were enacted to Implement
it. We urge the retention of the water and
sewer grant program. The full amount au-
thorized for fiscal 1971 should be spent. In
addition, there should be an additional ap-
propriation for fiscal 1972 at least equal to
the $350 million appropriated last year for
water and sewer facilities grants.

There should also be advance appropria-
tions for each succeeding fiscal year, besides
the current one, to give public agencies more
lead time for their planning and develop-
ment of these programs. When the addi-
tional legislative authorization recom-
mended below is made, we recommend an
increase in the rate of appropriations to &2
billion annually for water and sewer grants,
and for other public and community fa-
cilities as described below.

2. Increase in Legislative Authorization.
NHC recommends a B-year authorization of
$2 billlon annually for grants to local gov-
ernments for basic water and sewer facilitles
and other types of public improvements and
community facilities. Of the 2 billion, $250
million should be made available annually
for the open space land program. The public
improvements and community facilities
should include those authorized by the 1965
Act such as neighborhood and public fa-
clilities, particularly in slum and ghetto
areas. It should also include the acquisition
of land to provide parks and recreational fa-
cilities in urban areas, so that they are close-
ly accessible to the people who need them
most.

3. Other Legislative Amendments:

(a) As recommended in these recommenda-
tions on other comparable programs, Federal
grants to larger cities for public and com-
munity facilities should be increased to 3;
from the present 24, since their need is as
grave as that of small cities. For neighbor-
hood centers, parks and recreational facili-
ties In slum and ghetto areas, the Federal
grant should be 100%. Moreover, there
should be annual Federal grants to provide
for the staff and operating expenses of such
facilities. The neighborhood facilities cen-
ters in such areas should be permitted to
include swimming pools—either indoor or
outdoor—and gymnasiums.

{b) We belleve that the foregoing grants
should be generally restricted to communi-
tles that are simultaneously providing ade-
quate housing for low and moderate income
families, where the need for such housing
exists,

CHAPTER 2. FEDERAL PROGRAM FOR PLANNING
AND MANAGEMENT ASSISTANCE TO STATES, TO
AREA-WIDE AGENCIES AND TO LOCALITIES
I. Summary of Ezisting Legislation: 1.

Need. The increased concentration of popu-

lation in and around metropolitan areas has

been an urgent need for a coordinated devel-
opment of resources and services for urban
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and rural areas and a need to facllitate
comprehensive planning for these areas. Be-
cause of the problem of multiplicity of politi-
cal jurisdictions and agencies involved with
this planning, and because of the inadequacy
of the operational and administrative ar-
rangements available for cooperation among
them, NHC believes that Federal programs
are badly needed to achleve the additional
participation and cooperation from the states
and localities. The 1968 Housing Act con=-
tains the following provisions to meet this
need:

{a) The Section 701 planning assistance
grant program s extensively revised. The
Secretary of HUD is now authorized to make
comprehensive planning grants to State
planning agencles for assistance to “dis-
trict” planning agencies for any other non-
metropolitan areas. Consultation with the
Becretary of Agriculture is required prior to
approval of any district planning grants. The
Secretary of Agriculture and, when appro-
priate, the SBecretary of Commerce, may pro=
vide technical assistance in connection with
the establishment of districts and the carry-
ing out of planning by them.

{b) Other new provisions authorize direct
planning grants to Indian tribal planning
councils or other bodles for planning on
Indian reservations; to regional and district
councils or government as well as those or-
ganized on a metropolitan basis; to reglonal
commissions and economic development dis-
tricts established under the Public Works
and Economic Development Act of 1965; to
cities, without regard to population, within
metropolitan areas for planning which is
part of metropolitan planning; and to offi-
clal Government planning agencles for area
where rapid urbanization 1s expected as a
result of a new community development as-
sisted under Title IV of the Act. The Secre~
tary is required to consult with the Secretary
of Commerce before making any planning
grant which includes any part of an eco-
nomic development district.

(c¢) The definition of comprehensive plan-
ning is broadened to include planning for
the provision of governmental services and
for the development and utilization of hu-
man and natural resources. The inclusion
of a housing element is required as part
of the preparation of comprehensive land use
plans. The use of private consultants, where
their professional services are deemed ap-
propriate by the assisted governments, is
added to the stated purposes of the program.

2. Authorizations in the 1968 and 1969
Housing Acts:

(a) Comprehensive Planning. The Act in-
creased the amounts authorized to be ap-
propriated for the purposes of comprehensive
planning by $35 million making a total not
to exceed $265 million prior to July 1, 1969
and authorized to be appropriated an addi-
tlonal $125 million for a total not to exceed
$390 million prior to July 1, 1970. Of the
amount available prior to July 1, 1969, $20
million may be used only for district plan-
ning grants and that amount shall be in-
creased by £10 million on July 1, 1969. All
amounts appropriated must remain available
until expended except that any funds so ap-
propriated, not to exceed an aggregate of
£10 million plus 5 percentum of the funds
so appropriated, may be used by the Secre-
tary for studies and research in comprehen-
sive planning.

(b) Planned Area-Wide Development.
Supplementary grants (designed to encour=-
age areawide planning) are authorized for
Federally-assisted projects in all multijuris-
dictional areas (not just metropolitan areas
as previously provided) such as the rural
planning districts proposed to be assisted
with comprehensive planning grants under
the comprehensive planning provisions of
the law. Unused authorizations for appropri-
ations for supplementary grants for fiscal
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year 1967 and 1968 are made available
through fiscal year 1970.

(e) The 1969 Housing Act amends Sec. 701
(a) of the 1954 Housing Act to extend avail-
ability of approximately $100 million in un-
used authorization for comprehensive plan-
ning grants through the fiscal year 1971
Under existing law this authorization will
expire at the end of the fiscal year 1970.

3. Amendments in Housing and Urban De-
velopment Act of 1970. The 1970 Act amends
Section 701(b) of the Housing Act of 1954 0
extend for 1 year (through fiscal year 1872)
authority to appropriate unused authoriza-
tions for comprehensive planning grants. The
Act also authorizes an additional $30 million
for comprehensive planning grants to be ap-
propriated prior to July 1, 1972,

4. Authorizations in Appropriation Acts.
For fiscal year 19609, $43,338,000 was appropri-
ated for urban planning grants. Out of $10
million requested for areawide development
grants for fiscal year 1969, none was appro-
priated for fiscal year 1870. 50 million has
been appropriated for urban planning grants
for fiscal year 1970 and 1971, Again, nothing
was appropriated for areawide development
grants. President Nixon’s budget request for
fiscal year 1972 requested $30 million for
Comprehensive Planning Grants.

II. Recommendations: Additional Author-
ization in Appropriation Acts. NHC urges
that full amounts be appropriated for sup-
plemental grants for the orderly growth of
our urban areas. These are needed to achieve
more effective coordinated metropolitan area
planning and program development. In addi-
tion, NHC urges that the $10 million author-
ized for a program of areawlde incentive
grants be appropriated.

President’s New Planning and Management
Program. In his Message on March 5, 1971,
dealing with special revenue sharing on
urban community development, the Presi-
dent recommended federal grants for a new
Planning and Management Program. We
quote from his Message:

“To strengthen State and local capacities
even further, I am presenting a second pro-
posal today. one that would do a great deal
to help all of our revenue sharing proposals
work even better. I am asking the Congress
to authorize a new program of Planning
and Management Assistance to States, to
areawide agencies and to localities. Under
this program, $100 million would be available
for these purposes.

“The new program would involve more
money, and would provide recipient govern-
ments with broader and more flexible sup-
port for building up their capacity to govern
effectively. . . . It will place new emphasis
on the creation of a comprehensive manage-
ment process, one that ties together planning
and action, not just in the community de-
velopment field, but in fields such as trans-
portation, education, law enforcement and
all other fields of local and areawide govern-
mental endeavor. . . ."

Untll we know more about the proposed
operation and speecifics of this new program.
NHC is not able to take a position on it.
However, we are favorably disposed to it:
(1) if 1t will result in an Increase in the total
amount of ald available to States, area-wide
agencies and localities for the important pur-
poses contemplated by the program; (ii) if
the new program will not adversely affect any
present programs; and (iii) if there is no in-
terruption or withholding of funds for pres-
ent programs during the transitional period
until the new program is enacted and be-
comes fully operational.

CHAPTER AA. URBAN MASS TRANSPORTATION

1. Summary of Existing Legislation:

1. Objective. There is an urgent need to
modernize, expand and reorganize the urban
transportation systems. Adequate Federal
grants are necessary to achieve this objective.

EXTENSIONS OF REMARKS

2. Authorizations in the 1968 and 1969
Housing Acts:

(a) The 1968 Act increased authorized ap-
propriations for grants and other assistance
to urban mass transportation by $190 million
for fiscal year 1970. The amount of funds
which can be used for research, development,
and demonstration projects was increased by
$6 million, commencing July 1, 1868; also the
statutory limit on the funds avallable for
this purpose is removed, commencing July 1,
1969, The definition of “mass transportation”
was broadened to allow greater flexibility and
opportunity for application of new concepts
and systems.

(b) The 1960 Act amended Section 4(b)
of the Urban Mass Transportation Act of
19684 to authorize appropriation of $300 mil-
licn for fiscal year 1971 for grants under that
Act.

8. Authorizations in Appropriation Acts.
For the fiscal years 1969 and 1970 there
were appropriations of #1756 milllon each
year. Of the total amount in legislative au-
thorizations for mass transit grants, 870 mil-
lion has not been appropriated. Section 5 of
the 1964 Act is amended to extend until
July 1, 1971, the interim program there
authorized of 50 percent grants for mass
transportation facilities and equipment in
urban areas not yet able to meet full area-
wide comprehensive planning and program-
ming requirements. These emergency grants
are in place of the two-thirds federal grants
avallable when all comprehensive planning
requirements are met.

II. Recommendations: 1. Additional Au-
thorizations in Appropriation Acts, NHC rec-
ommends an appropriation of the $70 milllon
authorized by law for mass transit grants,
but not yet appropriated. When the addi-
tional legislative authorization recommended
below is made, we urge an increase in the
rate of appropriations of $750 million an-
nually for mass transportation grants. No
funds were requested by HUD for fiscal year
1971 because under an agreement between
HUD and the Department of Transportation
(DOT), the administration of HUD’s residual
functions in mass transportation will be
transferred to DOT, as will unobligated
balances.

2. Increase in Legislative Amendments.
NHC recommends that the authorization of
appropriations for mass transit grants be
increased to $750 million per year for the
next five years. The expansion of the pro-
gram is necessary to achieve the housing and
urban development goals recommended in
this report. We also urge an advance appro-
priation for each succeeding fiscal year, be-
sides the current one, in order to give cities
more lead time for planning their mass tran-
sit programs.

CHAPTER BB. RESEARCH, TECHNOLOGY, TRAINING,
AND TECHNICAL ASSISTANCE

I. Summary of Eristing Legislation: 1. Need
for Basie Research and Training:

(a) The housing industry has neither the
organization nor the resources to support
substantial research in the area of housing
technology and research. Existing research
is almost exclusively in the hands of mate-
rial and large equipment suppliers and re-
flects the particular interests of these groups.
It is necessary that federal financial support
be given toward the development of new sys-
tems and overall construction techniques.
The technological advances necessary to re-
duce housing costs must be accompanied by
more uniform building codes in all areas of
the nation. This will make it more feasible
for developers and manufacturers to produce
housing and materials for a national market.

(b) There is a shortage of trained pro-
fessional and sub-professional personnel in
the broad field of community development.
This presents a serious problem in achlev-
ing effective action programs.
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2. Authorizations in 1968 and 1969 Hous-
ing Acts., The 1968 Act recognizes the need
for urban technical assistance, research, and
training and provides assistance in the fol-
lowing areas:

(a) Advances in Technology in Housing
and Urban Development. The Act authorizes
such sums as may be necessary to be appro-
priated, commencing with fiscal year 1969,
for studies of new and improved techniques
and methods of applying advances in tech-
nology to housing construction and rehabili-
tation, and to urban development, Four-year
contracts are authorized for such studies
rather than two-year contracts as heretofore
authorized.

(b) Housing for Lower Income Families
Through New Technclogies. The Act directs
the Secretary of HUD to institute a program
under which qualified public and private
organizations will submit plans for the de-
velopment of housing for lower income fam-
ilies, using new and advanced technologies,
on Federal land which has been made avail-
able for that purpose or on other suitable
land. The Secretary is to approve five plans,
each of which shall have a technology and
organization with a potential to produce at
least 1,000 dwelllng units a year. The Sec-
retary is to seek the construction of that
number of dwelling units a year over a five-
year period for each of the various types of
technologies proposed in approved plans,
Mortgages financing the projects are author-
ized to be insured under the FHA experi-
mental housing program.

(e) Authorization for Urban Information
and Technical Assistance Service Program.
The Act increases the authorization for
grants to states to assist in the provision of
urban information and technical assistance
by 85 milllon for fiscal year 1969, and by #15
million for fiscal year 1970. Amounts author-
ized for these grants, but not appropriated,
are authorized to be appropriated for any
succeeding fiscal year commencing prior to
July 1, 1870, In the Administration's budget
requests for fiscal year 1971, the Urban In-
formation and Technical Assistance program
are combined with the Comprehensive Plan-
ning Assistance (701) program described in
Chapter X.

(d) Federal-State Training Programs. The
Act broadens the Federal-State training
program to permit grants to states for train-
ing of subprofessional—in addition to pro-
fesslonal—persons who will bé employed in
the field of housing or community develop~
ment. The trainees may be trained for em-
ployment by private nonprofit organizations
or public organizations which have respon-
sibility for housing and community devel-
opment programs.

(e) 1969 Act Amended Training and Fel-
lowship Programs as follows: Title VIII of the
Housing Act of 1964 was revised to consoli-
date, under one authorization, that title's
program of fellowships for city planning and
urban studies and the community develop-
ment training program. Specifically, the title:

(1) Consolidates the title by striking the
headings which divide it into two separate
parts;

(2) Amends Section 801(b) by including,
as a purpose of the consolidated title, the
provision of “fellowships for the graduate
tralning of professional city planning and
urban and housing technicians and special-
ists'";

(3) Amends Section 810 by striking the first
sentence (which authorizes appropriations
for urban fellowships) and substituting a
general authority for the Secretary to provide
such fellowships;

(4) Substitutes for Section 802(d), which
authorizes without fiscal year limitations $30
million in appropriations for community de-
velopment training programs, a new section
numbered 806 authorizing appropriations,
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without fiscal year limitation, of up to $30
million for the consolidated Title VIII pro-
gram; and

(6) Amends appropriate sections of the
title to strike inapplicable references to its
several “parts” and substitute appropriate
reference to the “title” or to the various “sec-
tions'’ thereof.

(f) Eztension of Urban Information and
Technical Assistance Services Authorization:
The 1969 Act amended Section 906 of the
Demonstration Cities and Metropolitan De-
velopment Act of 1966 to authorize appro-
priations for grants to help finance programs
of urban information and technical assist-
ance services through fiscal year 1971, Prior
to this amendment, appropriations were au-
thorized to be made only through fiscal year
1970.

8. Authorizations for Urban Research and
Technology in Appropriation Acts. There was
an appropriation of $11 million for fiscal year
1969 for urban research and technology and
an appropriation of $12 million for the low
income demonstrations program for fiscal
year 1969. There was an appropriation of
$500,000 for urban fellowships. There was no
appropriation for the wurban information
and technical assistance service programs.
For fiscal year 1970, 25 million was appro-
priated for urban fellowships. For fiscal year
1971, $30 mililon was appropriated for urban
research and technology; $35 million was ap-
propriated for community development
training and urban fellowships.

4, Additional Authorizations for Training
and Fellowships in Appropriation Acts. NHC
recommends necessary appropriation au-
thorizations to carry out all of the authori-
zations in the 1968 and 1969 Acts for train-
ing and fellowship programs, In addition,
NHC recommends that $1 million a year be
appropriated for training under a 6-year pro-
gram; and that the fellowships be increased
to $2 million a year under a 5-year program.

5. Amendments in Housing and Urban
Development Act of 1970:

(a) Research and Demonstrations—The
1970 Act authorizes and directs the Secretary
of Housing and Urban Development to un-
dertake such programs of research, studies,
testing, and demonstration relating to the
mission and programs of the Department as
he determines to be necessary and appropri-
ate. To carry out activities under this sec-
tion there would be authorized to be appro-
priated such sums as may be necessary. All
funds so appropriated would remain avail-
able until expended unless specifically
limited.

(b) General Provisions—The 1970 Act
brings together under one heading a series
of administrative and other provisions which
are applicable to activities under section 501
as follows:

(1) A new section, which is based on sec-
tion 1010 of the Demonstration Citles and
Metropolitan Development Act of 1966 and
section 417 of the Housing and Urban Devel-
opment Act of 1969, directs the Secretary, to
the greatest extent feasible, to require the
use of advanced technology under housing
programs administered by him, and to en-
courage and promote the acceptance and ap-
plication of such advanced technelogy by all
segments of the housing industry, commu-
nities, and the general public.

(i) A new sectlon is based on section 108
of the Housing and Urban Development Act
of 1968. It provides that in order to encour-
age large-scale experimentation in the use
of new technology with a view toward the
ultimate mass production of housing and
related facilities, the Secretary shall, wher-
ever feasible, conduct programs under sec-
tion 601 in which qualified organizations,
public and private, will submit plans for de-
velopment and production of housing and
related facilitles using such new advances on
Pederal land where local bullding regulations
or variances from them permit such experi-
mental construction.
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(iil) A new section is based on provisions
in section 1010 of the Demonstration Cities
and Metropolitan Development Act of 1966
and section 108 of the Housing and Urban
Development Act of 1968. The BSecretary
would be authorized, in connection with
projects under this title, to acquire and dis-
pose of land and other property required
for the project as he deems necessary.

(iv) A new section which is based on sec-
tion 314 of the Housing Act of 1954, section
301 of the Housing Act of 1943, section 602
of the Housing Act of 1956, and section 1011
of the Demonstration Cities and Metropoli-
tan Development Act of 1966, authorizes the
Secretary to pay for the cost of writing and
publishing reports on activities financed
under section 501, and similar activities, not
so financed which are of significant value
in furthering the purposes of that section.

(v) A new section Is based on provisions
in section 301 of the Housing Act of 1948,
section 314 of the Housing Act of 1954, sec-
tion 207 of the Housing Aet of 1961, and
sections 1010 and 1011 of the Demonstration
Cities and Metropolitan Development Act of
1966. It authorizes the Secretary to carry out
his functions under section 601 either di-
rectly, or by contract or grant.

(vi) A new section Is based on title III of
the Housing Act of 1948, section 602 of the
Housing Act of 1956 and section 601 of the
Economy Act of 1932 (31 U.S.C. 686). It
requires the Secretary to utilize facilities of
other Federal departments and agencies, and
to consult with and make recommendations
to such agencies; and authorizes him to
enter into working agreements with them,

(vil) A new section is based on provisions
In section 602 of the Housing Act of 1556
and provides that the Secretary is authorized
to obtain information from private and pub-
lic sources.

(c) Repeal of Existing Research Author-
ities—The 1970 Law repeals, effective July 1,
1971 (except for contracts, commitments,
reservations, or other obligations entered into
prior to that date) title III of the Housing
Act of 1948, section 314 of the Housing Act
of 1954, section 602 of the Housing Act of
1956, section 207 of the Housing Act of 1961,
section 301 of the Housing and Urban Devel-
opment Act of 1965, sections 1010 and 1011
of the Demonstration Cities and Metropolitan
Development Act of 1966, and subsection
1714(b) of the Housing and Urban Develop-
ment Act of 1968.

6. Recommendations on Research and
Technological Development:

(a) NHC supports an increase of 75 mil-
lion in the appropriation for research and
development over the $45 million contained
in the HUD budget proposed for the fiscal
year beginning July 1, 1971 (fiscal 1972).

(b) NHC supports legislation authorizing
FHA Insurance of the cost of plant produc-
tion facilities for approved industrialized
housing systems. This can be done through
an amendment of the experimental housing
provisions under Section 233 of the National
Housing Act.

(¢) NHC recommends administrative ac-
tion or legislation, if necessary, to permit—
in the case of FHA-insured rental or co-
operative projects involving use of factory-
produced components—the making of prog-
ress payments by the developer to the hous-
ing manufacturers based upon certified in-
voices of receipts and expenditures for mate-
rials and labor by the manufacturer, such
progress payments to be covered by the FHA
insurance of construction advances to the
developer.

CHAPTER CC. OPERATION BREAKTHROUGH

I. Summary of Ezisting Legislation: 1. Last
summer Secretary Romney initiated the
Operation Breakthrough program. It is de-
signed to achieve advances in design and
planning of housing and to use modern
techniques of production, marketing and
management. Its purpose is to increase great-
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ly the supply of quality housing, particularly
for those of low and moderate incomes.

2. To initiate Operation Breakthrough,
HUD solicited requests for proposals for
several types of contracts: Type A for de-
sign, testing and evaluation, and prototype
construetion of complete housing systems
which can lead to volume production. The
program is planned in three phases: Phase I,
Design and Planning; Phase II, Prototype
Construction, and Phase III, Volume Pro-
duction. HUD has made awards to 22 bidders
for Type A contracts.

3. Type B contracts were solicited for re-
search, development and design of innova-
tive concepts for any individual or group of
primary elements of building systems, ma-
terials and techniques, land use concepts
and business  considerations—including
legal, financing, processing and manage-
ment techniques. HUD is now studying pro-
posed awards for Type B contracts.

4. HUD sought and has awarded contracts
for eight prototype sites (from 5 to 30 acres
each) to be brought under Government con-
trol and used to erect and display the proto-
types which HUD selects. HUD intends that
the sites will be an effective marketing de-
vice to spur demand for projects using the
prototype dwellings.

5. Volume production is to be achieved
with the aid of one or more of the HUD
programs, including Sections 235 and 236.
HUD intends to glve priority in allocation of
funds—under Sections 235, 238 and other
programs—+to projects using the prototype
dwellings.

6. The 1969 Housing Act amended Sec-
tion 1010(a) of the Demonstration Cities
and Metropolitan Development Act to di-

‘rect the Secretary of Housing and Urban

Development to assure—to the extent feasi-
ble, in connection with the construction,
major rehabilitation, or maintenance of any
housing assisted under that section—that
there is no restraint by contract, building
codes, zoning ordinances or practice against
the employment of new or improved tech-
nologies, techniques, materials, and methods
or of preassembled products which may re-
duce the cost or improve the quality of such
construction, rehabilitation, and mainte-
nance. The purpose is to stimulate expanded
production of housing under such programs,
except where the foregoing restraints are
necessary to insure safe and healthful work-
ing and living conditions.

II. Recommendations: 1. NHC favors Op-
eration Breakthrough and the programs of
technological development in housing with
their objectives to add to the production
resources necessary for the achievement of
our housing goals; also, to help offset the
inflationary rise in housing costs. Inflation-
ary increases in housing and financing costs
have adversely affected the consumer and
made it impossible for many people who
need homes to get them at prices or rents
which they can afford.

2. NHC has always urged the prompt and
full use of all funds authorized by the Con-
gress for housing production rather than
withholding funds or uses that will not ma-
terialize during the ensuing year. Accord-
ingly, NHC urges that HUD take no action
at this time which would withhold funds
from use except where the Operation Break-
through housing is already under production
using a system which has been approved by

CHAPTER DD. LOAN INSURANCE FOR MOBILE
HOMES

I. Summary of Ezisting Legislation: 1. Need.
During the last 2 years, there has been a
great Increase of interest in mobile homes
as a source of lower cost housing. Sales of
mobile homes have increased substantially,
from about 235,000 in 1987, to about 300,000
in 1968, and may total nearly 400,000 in
1969.

A recent survey conducted by the Bureau
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of the Census for HUD revealed that mobile
homes contribute significantly to housing
supply. However, while the production and
sale of mohile homes have expanded greatly
in recent years, so that an estimated 5%
million people live in about 1,800,000 mobile
homes in the United States, the number and
quality of mobile home parks have not kept
pace. There is a great deficlency of suitable
mobile home park spaces, and generally the
ones that exist are improperly designed and
provide inadequate community facilities.

2, Amendments in the Housing and Urban
Development Act of 1969, Section 207 of the
National Housing Act is amended to increase
the maximum amount of a mortgage which
may be insured for a mobile home court from
$1,800 to $2,500 per space and from $500,000
to $1,000,000 per project mortgage. The sec-
tion also redesignates, for greater accuracy,
the mortgage insurance program for “traller
courts or parks” as a program for “mobile
home courts or parks.”

Title I of the National Housing Act 1s
amended to authorize the establishment of
a new FHA program financing the purchase
of a mobile home to be used by the owner
as his principal place of residence. Under
this program, a purchaser can obtaln an
FHA-insured loan in an amount not exceed-
ing $10,000 which must be repald over a
maximum term of 12 years. The financing
charge to the purchaser is to be prescribed
by the Secretary of Housing and Urban De-
velopment and may vary depending on the
amount and term of the loan. In addition,
the Secretary is required (1) to prescribe
minimum property standards to assure the
livability and durability of the mobile home
and the sultability of the site on which the
mobile home is to be located, and (2) to ob-
tain assurances from the borrower that the
mobile home will be placed on a site which
complies with the standards prescribed by
the Secretary and with local zoning and other
applicable local requirements.

3. Amendments in the Housing and Urban
Development Act of 1970 Mobile Home Loans
Under Title I. The 1970 Act amends section
2(b) of the National Housing Act (home im-
provement and mobile home loan insurance)
to provide that when a mobile unit is com-
posed of two or more modules, the maximum
insurable mobile home loan shall be $15,000
(instead of $10,000) and the maximum term
shall be 15 years 32 days (instead of 12 years
32 days).

II. Recommendations: 1. NHC recognizes
the contribution which mobile homes can
make toward meeting our national housing
goals, particularly among lower income fam-
ilies. The rapid improvements in the quality
and living space of mobile homes—and the
use of modular and other modern production
techniques—have enhanced the usefulness of
such homes, particularly since the cost of
other housing has increased beyond the
financial reach of familles of modest means,

2. NHC recommends that necessary safe-
guards be established for mobile home parks
which will assure that the mobile homes are
located in an area that has adequate sanitary
and community facllities; also, to assure that
the mobile home parks are planned in a man-
ner which is not inconsistent with sound
urban development of metropolitan areas. In
many cases, mobile home courts are bullt
just outside the citles and just beyond the
reach of present moning and bullding code
suthorities, Yet, population growth will re-
sult in the expansion of metropolitan areas
to embrace the areas covered by the mobile
home parks. Accordingly, it is necessary that
the moblle home parks conform to the long-
range plans of metropolitan areas. Likewise,
it is necessary to assure that the mobile
homes meet appropriate quality and space
standards.

NHC recognizes wider and larger mobile
homes can be built with substantially the
same quality as other homes which quallfy
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for FHA insurance. NHC recommends that
such mobile home units be eligible for 40-
year mortgage financing under Sections 213,
207, and 221(d) (3) if such projects (a) meet
FHA design, construction and durability
standards and (b) conform to site planning
and engineering criterla that make such
projects comparable to other developments
which qualify under Sections 213, 207 and
221(d) (3).

CHAPTER EE. EFFECT OF TAX REFORM ACT ON

HOUSING

On December 30, 1969, President Nixon
signed the Tax Reform Act of 1969 into law.
There are several provisions in the Act that
drastically altered current tax consequences
assoclated with housing and real estate de-
velopment; also, the Act adds an important
incentive for the production of low and mod-
erate income housing and its sale to the
occupants. A summary of these provisions
follows:

1. Accelerated depreciation—.e., 200 per-
cent of the straight line rate—will only be
permitted for new residential rental housing.
However, there are recapture provisions
which offset the tax benefits upon a sale to
the extent described below.

2. Any excess of accelerated depreciation
over straight line depreciation will be subject
to recapture for approximately 168 years B
months instead of the present 10 years. These
new recapture rules do not apply, however,
to the Section 221(d) (3) and 236 limited dis-
tribution programs to serve low and moderate
income groups. For these programs, the re-
capture rules of existing law are retalned
without change—namely there is no recap-
ture if the project is held for ten years. Thus,
the new tax law retalns the existing tax in-
centives for such housing constructed to
serve those of low and moderate incomes,

8. Subsequent owners of new residential
rental property are divided into two cate-
gories: those who acquired used residential
property with a useful life of less than 20
years and those who acquired used residen-
tial property with a useful life of 20 years or
more. Those in the first category are limited
to straight line depreciation while those in
the second category may depreciate the prop-
erty at a rate not to exceed 125 percent of
the stralght-line rate.

4. The new tax law provides for deferral
of gain upon certain prescribed sales of
Bection 221(d) (3) and 236 limited distribu-
tion projects. On these federally-assisted
projects serving those of lower Incomes
where the investor is limited to a return on
his investment, the Government will now en-
courage the sale of these housing projects to
the lower income occupants, a cooperative or
other organization which will operate the
property for their benefit. To quallfy for
the deferral of a taxable galn upon such a
sale of a housing project, the owner is re-
quired to reinvest the proceeds in another
lower income housing project. The taxpay-
er's basis from the old property, to the ex-
tent of the reinvestment, becomes part of his
basls for the new property. This provision
provides a necessary tax incentive for the
production of low and moderate income
housing and for its sale to or for the ben-
efit of the lower Income occupants.

CHAPTER FF. CREATION OF HEALTHY
ENVIRONMENTAL CONDITIONS

Housing must be in a suitable en-
vironment. We now suffer from the tragic
and dangerous effects of air and water pol-
lution and unsafe and inadequate waste dis-
posal, Likewise, recent studies reveal that
the high noise level of our cities may prove
as deleterious as other forms of pollution.
Yet, little has been done to alleviate these
pollution conditions which are growing
worse.

I. Summary of Existing Legislation: Be-
fore the overt public concern with our en-
vironment, Congress passed several signifi-
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cant pleces of legislation aimed at control-
ling the environment. A summary of the
more important laws follows:

1. Clean Air Act of 1963, This Act provided
for an expanded and strengthened program.
It authorized legal actions to stop air pollu-
tion. It also authorized matching grants to
state, local and interstate agencies for pro-
grams of air pollution prevention and con-
trol.

2. Motor Vehicle Air Pollution Control
Act—1963. This Act directed the Secretary of
HEW to establish standards on the emission
of substances from new motor vehicles or
engines which contribute to air pollution.
The Act prohibited the sale, manufacture
for domestic sale, or importation of any ve-
hicle or engine not in conformity with the
regulations and provided fines of up to 1,000
for each new vehicle or engine manufactured
or sold in violation of the regulations.

8. Water Quality Act of 1965. This Act re-
quires the states to establish and enforce
water quality standards for all interstate wa-
ters within their boundaries. If a state fails to
take necessary action by June 30, 1967, HEW
can act and set federal standards, The es-
tablishment of water quallty standards is de-
signed to prevent pollution before it occurs,
since it is now possible to determine whether
discharges of wastes and sewage cause un-
acceptable pollution in an interstate body of
water.

4. Clean Waters Restoration Act of 1966.
This Act provides that a Federal grant could
pay from 30 to 50 percent of the construction
costs of a sewage treatment plant. The higher
grants are conditional on state participation
in the financing of treatment plants and the
establishment by the state of guallty stand-
ards for non-interstate bodies of water within
its boundaries.

5. Air Quality Act of 1967. This Act en-
larged the existing federal responsibility for
air pollution control. In most cases the Fed-
eral Government will not step in unless the
states fall to act. The HEW BSecretary is au-
thorized in time of “imminent and substan-
tial” danger to public health from air pol-
Iution, to seek a court injunction to halt
further emissions Into the atmosphere.

HEW is also authorized to designate air
quality control regions throughout the na-
tion. It can provide full federal financing
for regional control commissions to be estab-
lished by state governors. HEW can enforce
air quality standards in the control reglons,
if the regional commissions fall to enforce
an air pollution plan that complies with
guidelines for air purity prescribed by HEW.

The Act further requires the registration of
all fuel addifives with HEW. Fuel manufac-
turers are required to notify HEW of the
type, concentration and purpose of all addi-
tives used in their fuels.

The Act provides that automobile exhaust
standards can be issued only by the Federal
Government, except for California, which is
permitted to enforce its own more stringent
standards.

II. Recent Legislation: Clean Air Bill of
1970:

(a) The Act contains the following dead-
lines for a 809 reduction of specified auto-
moblle emissions:

(1) a 1975 deadline for carbon monoxide
and hydrocarbons,

(2) a 1976 deadline for nitrogen oxides.

(b) The Act allows the Administrator of
the Environmental Protection Agency (EFPA)
to control or prohibit fuels or fuel additives
which he deems harmful to public health or
welfare or which impsair a device or system
to control emissions.

(c) The Act allows the Pederal Govern-
ment to set “primary” quality standards with
the states having control over *secondary"
air standards.

(d) Authorizations. The Act includes au-
thorizations of $1.1 billilon over three fiscal
years. This includes $350 million for research
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on fuels and low-emission engines; 15 mil-
Hon for long-term research grants; $650 mil-
lion for state grants and other programs;
$55 million for a Federal low-pollution car
program; and $30 million for a new noise
pollution program.

ITII. Recommendations:

1. NHC concurs with the past pronounce-
ments of President Nixon that: “It is literally
now or never . .. A major goal for the next
ten years must be to restore the cleanliness
of the alr, the water, the broader problem
of population congestion, transportation and
the like.”

2, NHC believes that we should have a ten-
year goal to end air, water and other pollu-
tion and create healthy environmental liv-
ing conditions. However, it is imperative that
we should not let our concern for environ-
ment replace our priority concern to fulfill
our housing goals. We must avold the ten-
dency to replace priorities instead of fulfill-
ing them, We must not be diverted from our
commitment to meet the need to provide
decent housing for all Americans,

3. NHC suggests that HUD and DOT joint-
1y study the impact of alrports on housing in
close proximity thereto or within flight pat-
terns including:

(a) noise, air or other pollution;

(b) the distance required or other meas-
ures needed to assure healthy environmental
conditions for such housing; and

(c¢) the actions required to resettle people
displaced from alrport impact areas suffer-
ing from unhealthy environmental condi-
tions and the utilization of land in such air-
port impact areas for appropriate purposes
other than housing.

CHAPTER GG. PROGRAMS AND POLICIES FOR

GENERAL APPLICATION TO HOUSING

1. Equal Opportunity for Housing:

(a) Throughout its entire life NHC has
been committed to equal opportunity for all
American families to secure good housing In
good neighborhoods. It again reaffirms this
position. Equal opportunity in housing is now
the law of the land—both by statute and by
court decree. Yet this opportunity in housing
is still denied to millions of American families
throughout every section of the land be-
cause of their race, color, creed or national
origin, or because of the myth which exists
as to their desire, or ability to pay for and
maintain good homes. To overcome this de-
nial of opportunity and to dissipate these
myths, an urgent task Is facing the nation.

(b) NHC has long supported the principle
of a competitive housing market open to free
bargaining by all American familles without
regard to racial or ethnic background. Many
localities have been limited in achieving this
objective, however, because of inadequate
supplies of low and moderate cost living ac-
commodations and by the congestion of many
minority group families in limited sections of
the community. To provide an adequate
supply of housing, it is necessary to ralse
production to a minimum of 3,000,000 dwell-
ing units per year.

(c) We urge the President and the Con=-
gress of the U.S. to take all steps toward pro-
viding an equal opportunity for housing.
This includes full and adequate appropria-
tions for the administration of the fair hous-
ing program under Title VIII of the Civil
Rights Act of 1968, Of the $8 million re-
quested by the President for fiscal year 1968,
Congress only appropriated $2 million for
such expenses of administration. 86 million
has been appropriated for Falr Housing and
Equal Opportunity for fiscal years 1970 and
1971, We strongly urge the larger appropri-
ations required for achieving equal opportu-
nity for all American families to secure good
housing in good nelghborhoods. We urge the
Administration to take all necessary addi-
tional actions to achieve thils equal oppor-
tunity objective. Strong aflfirmative measures
should be taken to enforce the fair housing
rights contained in Title VIII.
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(d) We should provide an opportunity for
freedom of choice in our housing programs.,
The cholce of individual or cooperative
homeownership or rental housing and the
choice of city, suburban, new town or coun-
try lving must not be limited by race, color,
or religion.

2, Relocation:

(a) When homeowners or tenants are be-
ing displaced for urban renewal or other
government action, there should be a Fed-
eral grant to provide adequate payments
as equitable compensation not only to pay
their moving expenses, but also to help them
obtain decent homes elsewhere. In the case
of a displaced home owner the amount of
the payment should be sufficlent to enable
him to obtain adequate housing, without lim-
iting such payment to $5,000 as is now pro-
vided in the Housing Act of 1968.

(b) When a small business is being dis-
placed through urban renewal or other gov=
ernmental actlon, affirmative actlon should
be taken to assist its relocation either within
the urban renewal area or elsewhere. If it
is to be relocated within the urban renewal
area, there should be a policy to establish
a rental for the small business which it
can afford. In order to achieve this, an ap-
propriate write-down should be made in the
disposition of property under the urban re-
newal program. While it is recognized that
there are allowances under the present legis-
lation to cover the cost of relocation by a
business which is displaced through urban
renewal, we recommend this additional ac-
tion to better assure the continuance of a
small business that is belng displaced. NHC
also recommends the full implementation and
use of the 19656 amendments to the Small
Business Act for businesses which are being
displaced by urban renewal or other gov-
ernmental actions.

(e) NHC supports the Uniform Relocation
Assistance and Land Acquisition Act, HR.
14898, which provides for uniform require-
ments and Federal assistance to displaced
families and individuals and business estab-
lishments. However, NHC suggests that the
bill be amended, with respect to family and
individual displacement and relocation, to
incorporate comparable provisions contained
in Section 210 of the Housing and Urban
Development Act of 1969, namely, that with-
in the jurisdiction of the renewal agency
there shall be an equal replacement of hous-
ing wunits for those demolished or removed.
Pending the passage of the new Uniform Re-
location Assistance and Land Acguisition
Act, administrative action should be taken
to eliminate conflicting procedures and re-
quirements that now exist—and establish
uniform and equitable requirements—in the
urban renewal program, model cities program
and highway program.

(d) NHC applauds Secretary of Transpor-
tation Volpe's declaration that no Federal
aid will be approved for construction of high-
way, alrport or mass transit projects until
adequate replacement housing is provided
for all families to be dislocated. The new Re-
placement Housing Policy contains the fol-
lowing provisions:

(1) Specific written assurance that ade-
quate replacement housing will be available
(bullt, if necessary) before the initial ap-
proval or endorsement of any project.

(2) Construction will be authorized only
upon verification that replacement housing
Is in place and has been made avallable to
all affected persons.

(3) All replacement housing must be fair
housing—open to all persons regardless of
race, color, religion, sex or national origin.
In addition, all replacement housing must be
offered all affected persons regardiless of their
race, color, religion, sex or national origin.

NHC also commends the General Services
Administration for {ts announcement of a
similar policy requiring assurances of the
avallability of adequate housing before new
Federal buildings are located in any area.
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(e) NHC deplores the recent HUD dis-
crimination against relocation payments to
displaced persons who seek new homes in
cooperatives. Neither Sectlon 516 of the
Housing Act of 1968 nor the regulations
promulgated preclude replacement housing
payments to those seeking replacement hous-
ing in cooperatives, However, in a circular,
HUD states that such payments may not be
made to a displaced person moving into a
cooperative. This discriminatory action
should be stopped. NHC recommends that
HUD should make replacement housing pay-
ments to displaced homeowners who seek to
purchase a home in a cooperative.

(f) NHC applauds the passage of Section
510 of the Highway Act of 1970 which allows
the Becretary of DOT to include in the cost
of a highway project expenses for providing
new housing or used or rehabilitated hous-
ing for those persons displaced by that high-
way project. We urge that DOT carry out
this mandate and allow adequate amounts
for such housing as part of the costs and
expenses of all future highway projects, Such
housing should conform to sound standards
and should have prices and monthly charges
within the reach of the displaced persons.

3. Uniform System for Computation of In-
come by HUD:

(a) HUD should have a uniform system
for computing incomes which could be used
by all constituent agencies administering
housing programs which involve income lim-
its. To be equitable, income limits should
allow appropriate deductions and exemptions
like those long recognized and utilized in
the public housing program. The Senate
Committee on Banking and Currency recog-
nized the appropriateness of such uniformity
in its Report on the 1968 Housing Act:

“Although the statute is silent on defining
income, the committee is aware of the neces-
sity for the Secretary to establish procedures
to assure that fair standards and rules are
followed within HUD for determining income
(after allowable deductions) for eligibility
of low or moderate Income families or mort-
gagors under HUD’s various programs, These
procedures would apply to those who receive
the benefit of subsidies or below-market in-
terest rates to enable them to obtain oc-
cupanecy, homeownership, or cooperative
housing membership.”

(b) At the present time, the methods of
computing income differ in HUD, although
the constituent agencies are administering
comparable housing programs involving in-
come limits. For years, public housing has
allowed appropriate deductions or exemp-
tions in computing the family income, such
Ak

(1) Deduction of $600 from the income of a
secondary wage earner thereby recognizing
that there is at least this amount of addl-
tional expenses in earning such wages, S0
the earnings do not represent a full incre-
ment to family income;

(2) Deductions for expenses for the care of
children or sick or incapacitated family
members when these expenses are necessary
to permit the wage earner to be employed;

(3) Deductions for social taxes and com-
pulsory pension funds; and

(4) Deductions for minors or dependent
adults.

(c) Although these deductions or exemp=-
tilons are allowed in the public hous-
ing program, they are not recognized uni-
formly in the FHA program Iinvolving
rent supplements or below-market interest
rates under Section 21(d) (3) or interest as~
sistance payments under Sections 235 and
236. In the interest assistance programs the
1968 Housing Act provides for the dedue-
tion from family income of 8300 for each
minor child and the elimination of the earn-
ings of all minor children. Pursuant to the
Congressional intent as evidenced by the
foregoing quotation from the Senate Coms-
mittee Report, FHA has allowed a further
deduction of 5% of gross income to cover
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payroll deductions for social security and
compulsory pension funds. However, FHA
has not allowed other deductions of the type
which have been long recognized in public
housing. FHA should allow such deductions,
particularly since the income limits in the
interest assistance programs are now com-
puted as a percentage of the local public
housing limits.

4, Rehabilitation in Slum Areas Not In-
tended as Containment Program. Rehabilita-
tion programs for slum areas are not in-
tended to be containment programs which
would restrict present residents so that they
must continue to live there. They should
have an opportunity to move into other
areas. The NHC goals contemplate develop-
ment of new and rehabilitated housing in
other areas which would be available for the
low and moderate income families now living
in slum and ghetto areas. To help assure
achievement of this objective, we recom-
mend enactment of legislation providing
that no program of subsidy, aid, or assistance
by any agency of HUD—including sewer and
water facility grants, open space grants,
community facilities grants, urban renewal
programs, model cities programs, mass tran-
sit grants, and FHA insurance—may be car-
ried on within any jurisdiction if a rea-
sonable share of housing will not be avall-
able for low and moderate income families.
Such legislation would help assure the de-
velopment of balanced programs of housing
in new areas into which the residents of
slum and ghetto areas could move.

5. Adequacy of Housing and Neighborhood
for Low and Moderate Income Families. Fed-
erally-assisted housing should provide ade-
quate space and facilities and meet proper
standards for comfortable living. The hous-
ing should be in a suitable neighborhood.
In this way, we can improve the quality of
life in Federally-assisted housing as pre=
scribed in the 1968 Housing Act. The fol-
lowing are among the measures necessary
to achieve these objectives:

(a) Better design standards in housing de-
velopments.

(b) Dwelling units which provide adeguate
space and amenities rather than minimum
space and facilities,

(¢) More housing units of larger size, with
more bedrooms and bathrooms, in order to
meet the needs of larger families.

(d) Adequate recreational and community
facilities with swimming pools, day-care and
pre-school centers, all designed to create good
neighborhoods.

(e) Air conditioning whenever appropriate,
which will encourage families and their chil-
dren to remain in their dwellings and off
the streets during hot summers.

Housing communities should be pleasant
places to live. They should respond to the
needs of the residents, with attention to their
comfort, convenience, and recreation. By
providing children and adults with good
homes and with opportunities to engage in
wholesome and constructive activities, we
can create better communities and reduce
Juvenile delinquency and crime. With Fed-
erally-assisted housing that conforms to the
foregoing criteria, we can achieve economic
integration, both through initial occupancy
and through the upward mobility and con-
tinued occupancy of families whose incomes
increase,

8. Uniform System of Tax Ezemption and
Taz Abatement:

(a) In some HUD programs therr is no re-
quirement for real estate tax exemption or
tax abatement. This is true in the new leas-
ing program for the use of privately-owned
housing for public housing purposes. It is
also true in the rent supplement program for
those of public housing incomes. Yet, con-
ventional public housing projects are required
to have tax exemptions and they pay only
10% of shelter rent in lieu of taxes. We pre-
viously recommended that conventional
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public housing projects conform with those
other publicly-assisted programs which serve
low-income families. This would be accom-
plished by permitting their payment in lieu
of taxes to be equivalent to full taxes.

(b) There should be a more practical
and consistent policy concerning the require-
ment for tax abatement on privately-owned
projects which are Federally-assisted either
with (i) below-market-interest rates, (ii)
interest assistance, (iii) rent supplements, or
(iv) leasing programs under public housing.
Tax abatement should not be required on
these projects, even as a means of offsetting
the higher costs that prevail in some cities.
Such tax abatement is often unavallable be-
cause of restrictions in state and local laws;
moreover, the cities often face serious prob-
lems of inadequate tax revenues and are un-
willing to grant tax abatement. Cost limits
should be made realistic so that these pri-
vate housing programs can function in high
cost areas without requiring tax abatement.

(c) Where state and local governments
grant tax abatements on housing projects
which are Federally-assisted in the manner
described above, there should be an annual
Federal grant to reimburse them for their tax
losses.

7. Disposition of Federally-Owned Housing
Projects.:

(&) FHA has acquired ownership of rental
housing projects upon which defaults have
occurred. When requested, FHA should either
lease these projects to local housing authori-
ties for public housing or make negotiated
sales of these projects for cooperative owner-
ship by low income or moderate income fam-
ilies. Also, sales may be made to public agen-
cies or nonprofit or other property motivated
organizations which will use them to provide
housing for low or moderate income group..
The housing should be sold at a price and
with a mortgage term and interest rate—on
the purchase money mortgage accepted by
FHA—which would enable the property to
serve these income groups at monthly charges
which they can afford. When necessary,
financing should be made available to re-
habilitate these propertles. Such properties
should be eligible for rent supplements and
interest assistance payments. These recom-
mendations also apply to other federally-
owned housing.

(b) FHA has also acquired ownership of
single-family homes on which defaults have
occurred. In the disposition of this housing,
FHA should meet the needs of those of low
and moderate incomes. The housing should
be sold to them at a price and with a mort-
gage term and interest rate—on the pur-
chase-money mortgage accepted by FHA—
which would be within the financial reach of
the low and moderate income purchasers.
Priorities should be established for sales
which would accomplish this purpose, rather
than granting priority to cash sales or sales
involving conventional loans, as these gen-
erally involve purchasers with incomes above
those at the low and moderate level. Legisla-
tion should be enacted if it is necessary to
establish disposition policles in accordance
with the foregoing principles,

8. Block Grants for Categorical Grant Pro-
grams. With respect to the President’s pro-
posed special revenue sharing program, NHC
believes that Federal grants should provide
incentives to promote national programs and
objectives relating to housing and commu-
nity development. We are deeply concerned
that many of these programs would be prej-
udiced by the proposed consolidation of four
categorical grant programs—urban renewal,
model cities, sewer and water, and rehabilita-
tlon—into one community development grant
program. Therefore, we favor continuance of
these categorical grant programs; however,
we are in full agreement with the President's
principle that Federal grants should be made
available for use by states and loecal govern=-
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ments without Federal accountability or pro-
gram supervision, except for (1) compliance
with non-discrimination obligations and (2)
the use of the funds for the specific purposes
of each of these four categorical grants. In
short, there should be block grants for these
and other categorical grant programs which
are limited only to the particular purpose of
each grant and fulfillment of ecivil rights
obligations.

9. Acceptance and Accumulation of Appli-
cations for Programs. HUD has discouraged
the submission of new applications in pro-
grams where a backlog of unsatisfied appli-
cations exists, NHC is strongly opposed to
this discouragement of applications for HUD
assistance. Even when there is an unsatisfied
backlog of applications, HUD should con-
tinue to accept applications. There is no bet-
ter way by which HUD can learn the needs
and demands for programs which 1t admin-
isters, s0 that it can document and support
requests for necessary Congressional author-
izations and appropriations.

10. Construction Work and Employment in
Ghetto Areas. Increased construction volume
will require substantial increases in the work
force. The large pool of untrained unems-
ployed within the ghetto is a large source of
additional manpower. There should, there-
fore, be an effective program to accelerate
the training of unskilled groups and to
broaden their opportunities for employment
in the construction industry. NHC recom-
mends an adequate expansion of the train-
ing program of the Manpower and Training
Administration of the Department of Labor,
together with the full amounts needed as
appropriations. We commend the Outreach
Program of the building and construction
trade unions which has enlisted thousands
of disadvantaged and minority workers in
skill training in their trades in 53 cities. We
urge further extension of these training op-
portunities for such workers to advance to-
ward skilled employment.

NHC endorses the provisions in the 1968
Housing Act which direct the Secretary of
HUD to require:

(a) That opportunities for training and
employment arising in connection with the
planning, construction, rehabilitation, and
operation of housing be given to lower in-
come persons residing in the area of the
housing; and

(b) That to the greatest feasible extent
contracts for work pursuant to the housing
programs shall, where appropriate, be award-
ed to business concerns located in or owned
in substantial part by persons residing in the
area of the housing. If bonding is not availl-
able to such contractors or subcontractors,
HUD should take necessary actions to enable
them to obtain adequate bonds. HUD should
Initiate a program which would assure the
availability of bonds to such contractors,
with necessary underwritings or re-insurance
as is now authorized to enable persons to
get other types of insurance in high-risk
areas where such insurance would otherwise
be unavailable.

In the foregoing programs, we recommend
that bids be invited from local contractors
which have the participation of minority
groups either in an ownership, executive
management or direction capacity. In hous-
ing construction where the contractor or
sponsor incurs additional costs because of
utilization of untrained workers from ghetto
areas, the additional cost should be recog-
nized as a public cost, with reimbursement
therefor by the Manpower and Training Ad-
ministration.

In the 1969 Housing Act, there is an exten-
slon of these requirements to cover all HUD
programs providing financial assistance in
aid of housing, urban planning, development,
redevelopment, public or community facili-
ties and new community development. Seg-
tion 3 of the Housing and Urban Develop-
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ment Act of 1868 is amended to require the
Secretary of Housing and Urban Develop-
ment, in the administration of programs pro-
viding direct financial assistance in aid of
housing, urban planning, development, rede-
velopment, public or community facilities,
and new community development to require
(1) that to the greatest feasible extent op-
portunities for training and employment
arising in connection with the planning and
carrying out of projects assisted under such
programs be given to lower income persons
residing in the project area, and (2) that to
the extent feasible, contracts for work to be
performed in connection with any such
projects. be awarded to business concerns
which are located in or owned in substantial
part by persons residing in the area of the
project. Prior to this amendment, these em-
ployment and work opportunity require-
ments were only applicable to the adminis-
tration of the Section 235 homeownership
program, the Section 236 rental assistance
program, the Section 221(d) (3) below-mar-
ket-interest-rate program, public housing,
and the rent supplement program. NHC ren-
ommends administrative or legislative action
to define the “project area’ as the metropoll-
tan area in which the project is located.

11. Surety Bond Guarantees. The Housing
and Urban Development Act of 1970 amends
Title IV of the Small Business Investment
Act of 1958 by increasing the revolving fund
of Title IV from $5 million to $10 million
and adds a new provision establishing a pro-
gram whereby SBA and HUD can guarantee
any surety up to 90% of its loss as a result
of the breach of the terms of a bid bond,
payment bond, or performance bond on ac-
count of a contract up to $500,000. NHC
urges that the Secretary of HUD and the
Administrator of SBA carry out the full
intent of this provision and take all steps
necessary to provide technical assistance to
any contractor or subcontractor for whom a
bond is guaranteed under this provision.
However, NHC recommends that the law be
amended to remove the $500,000 limit on
bonds and to allow a bond to be in such
amount as HUD requires on the project in-
volved.

12. Support for International Programs for
Housing:

(a) NHC is aware of the critical housing
problems elsewhere in the world, particu-
larly in the developing countries. We urge
continuation and expansion of our Govern-
ment’s forelgn aid programs for housing in
the developing countries, particularly co-
operative housing to provide ownership by
moderate income families as contemplated
by the Foreign Assistance Act.

(b) Further, we urge our Government to
support efforts: (i) to elevate the importance
of housing in the economic development
process by supporting efforts to establish,
within the framework of the United Nations,
a specialized international agency dedicated
to solving the housing problems of the de-
veloping countries; (il) to increase U.8. fi-
nancial support to U.8, universities and other
institutions for research and training pro-
grams to help solve these housing problems
and supply tbe trained personnel so badly
needed.

(¢) NHC recommends enlargement of the
investment guaranty program for housing
by increasing the available guaranty au-
thority and by extending the 100% guaran-
ties to other appropriate areas besides Latin
America. We recommend legislation provid-
ing for the encouragement of cooperative
and other homeownership by low and mod-
erate income familles in the cooperating
countries and for the utilization of financing
assistance of the types which have been
proven effective in our domestic programs,
particularly the establishment of national
savings and credit systems speciallzing in
housing and related fields.
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(d) NHC supports the proposal for the cre-
ation of an International Housing Finance
Corporation, which would be assoclated with
the World Bank or the United Natlons De-
velopment Program, to facilitate the mobili-
zation of capital and the development of
housing programs, particularly in the newly
developing countries.

13. Appropriation Authorizations:

(a) NHC strongly recommends Congres-
slonal appropriations of adequate amounts
for the administration of all HUD programs,
including the additional funds which are
required for additional staff to administer
the many new programs contained in the
1968 and 1969 Housing Acts. These funds
are urgently needed to meet the critical
problems of our urban areas and the short-
age of adequate housing for persons of low
and moderate incomes. We further recom-
mend all of the additional appropriations
described elsewhere in this report.

(b) Advance appropriations provide lead
time for initiating and planning programs
in all authorizations in appropriation bills
providing contract authority or funds. The
authorizations should cover the succeeding
fiscal year in addition to the fiscal year in-
volved in the appropriation act. Appropria-
tion acts have previously adopted this prac-
tice for the urban renewal and mass transit
programs. It is equally necessary that this
be done in all other programs involving
private enterprise as well as public agen-
cies, and we are pleased that President Nixon
has made such a recommendation for ad-
vance authorizations on the Sections 235,
236 and rent supplement programs, The same
practice should be followed in all other hous-
ing and urban development programs. This
will give more lead time for the planning
and initiation of programs. Such a practice
in the housing program will help avoid the
past difficulties experienced as a result of
uncertainties and delays in providing funds
and commitments. Through advance author-
izations for two fiscal years, there will be
an uninterrupted dow of funds and com-
mitments at an early enough time to per-
mit advance planning and work in the initia-
tion of housing programs. We deplore the
action taken by the President in discontinu-
ing requests for advance appropriations for
the succeeding fiscal year on programs where
this practice was previously established such
as urban renewal.

14, Workable Program. In order to remove
impediments to construction of low and
moderate income housing, NHC recommends
repeal of the requirement for a workable pro-
gram or local government approval of proj-
ects recelving Federal assistance. However, in
localities without a workable program, the
Becretary of HUD must first be satisfied
that: (i) there is a need for the project;
and (111 its location will provide a satis-
factory residential environment. The 1989
Act accents this recommendation on several
programs.

156, Preparation for Post-Viet Nam Period.
In preparation for the termination of hos-
tilities in Viet Nam, NHC recommends that
we be ready to provide for the necessary ex-
pansion of peacetime development in order
to agsure steady employment for those for-
merly in jobs supporting our forces in Viet
Nam. This should include the long-delayed
construction of housing and urban develop-
ment, together with the production of all
materials and equipment required therein.
It should also include plans for the use of
abandoned defense housing or other installa-
tions. In the post Viet Nam period, we should
fulfill the housing needs of those families for
which the national goal has not become a
reality. This would implement the highest
priority and emphasis established for this
program in the Housing Act of 1968.

16. Recommended Change in Budget Con-
cepts Concerning Morigage Purchases: (a)
NHC does not believe in the new concept of
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the Federal Budget which initially reflects
expenditures for mortgage purchase in the
same way as it reflects expenditures for
grants, even though collections on mortgages
are later credited as offsetting income. If sev-
eral billion dollars of mortgages are pur=-
chased and retained by a government agency,
all of this initially appears as an expenditure
in the Budget during the fiscal year when the
mortgages are purchased. This has an adverse
effect on many public interest and social pro-
grams which are dependent upon the steady
flow of mortgage financing at reasonable in-
terest rates, The Budget should reflect only
the actual cost to the Government of pur-
chasing and holding these mortgages—this
would be the differential in interest between
the rate of the mortgages held by the Gov-
ernment and the rate on Government bor-
rowings.

(b) If the present Budget concepts are
retained which initially treat mortgage pur-
chases as an expenditure in its entirety, NHC
believes that there should be active encour-
agement of the sale to private investors of
participations in mortgages held by GNMA
or other Government agencies. Upon such
sales, the funds realized can and should be
offset against the expenditures for the pur-
chase of the mortgages.

17. Availability of Land and Support of 8.
609. NHC recommends such measures as are
necessary to help assure the availability of
enough land, at reasonable cost, to achieve
our housing goals. These should include the
establishment of appropriate reserves of land
for future use to provide the housing, public
facilities and recreational areas required to
meet these goals. To this end, NHC urges pas-
sage of S. 609, the Urban Planning and Hous-
ing Assistance Act of 1971, introduced by
Senator Javits.

18, Increases in Housing Costs. We deplore
the inflationary rise in housing costs, par-
ticularly the spiralling increases in interest
rates and prices of bullding materials such
as lumber. It is urgent that action be taken
to achieve a reasonable and stable level of
interest rates and housing costs. When in-
terest rates and housing costs increase, many
people who need homes can no longer afford
them—even though they could have afforded
them previously when the interest rates and
housing costs were at more reasonable levels,
NHC - strongly recommends that necessary
measures be taken to stop these inflationary
increases in interest rates and housing costs
which adversely affect the consumer and
jeopardize achievement of the housing goals
established by Congress and the higher goals
recommended in this report.

19. Insurance for Ghetto Areas. NHC rec-
ommends that when a home is purchased in
a ghetto area and the mortgage is FHA-in-
sured, necessary federal action should be
taken to assure that the home owner ob-
tains all hazard insurance required for his
protection. Likewise, on cooperative housing
in ghetto or central city areas, federal action
is needed to assure the availability of hazard
insurance at reasonable costs which reflect
the lower losses and risks on such cooperative
housing.

20. Private Investment in Lower Income
Housing. NHC urges the participation of pri-
vate investors In programs to provide hous-
ing for low and moderate income families.
NHC recognizes that the tax savings which
result from current rules of accelerated de-
preciation on improved real property are
essential to insure the continued flow of
such equity funds into investment in low
and moderate income housing. NHC opposes
any change in such rules which would re-
duce the already too-low return from invest-
ments in housing for familles of low and
moderate income.

21. Reduction of Monthly Mortgage Pay-
ments. With past increases in interest rates,
people have been excluded from the housing
market who needed dwelllngs but could no
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longer afford them at the higher interest
rates. Elsewhere in this report, NHC recom-
mends measures to increase the flow of funds
into the housing mortgage market and to
make mortgage financing available at more
reasonable interest rates, We are pleased that
HUD has taken action to reduce the interest
rates; also to reduce the monthly debt serv-
ice on mortgages by providing for level amor-
tization payments instead of the higher ini-
tial curtallments of principal which were
applicable to certain mortgage Insurance
programs—e.g., those under Sections 220,
221(d) (4) and 207. By reducing the debt
service payments, the level amortization plan
will reduce the monthly charges to the con-
sumer and help offset the current high inter-
est rates.

22. Housing for Indians:

(a) Low and moderate income Indian fam-
ilies living on Reservations have long been
denied the benefits of FHA-insured home-
ownership. Such Indlan families have not
been able to obtain FHA-Insured financing
on individual homes. Also, it 1s difficult for
them to obtain FHA-insured multifamily
housing, such as nonprofit rental housing
and cooperative housing under Section 221
(d) (3) or Section 236.

(b) There is a great need and market for
FHA-insured homes on the Reservations.
Many Reservations are now undergoing eco-
nomic improvement, through increased min-
eral development and the location there of
factories and other sources of employment.
Speclal efforts are needed to bring to the
Indians the benefits of programs intended
to serve people of low and moderate incomes.

(c) NHC supports legislation to extend
housing assistance available through the
Farmers Home Administration to Indians who
lease rural non-farm land from their tribe
for use only as a homesite. Similar authority
now exists where farm land is leased.

(d) NHC recommends that the rehabilita-
tion grant program under Section 115 be
extended to include Indian Reservations; and
that grant procedures be revised to make
the program available to low income rural
families of Indians so they can renovate and
repair existing housing.

23. Payment of Prevailing Wages. In pro-
grams involving FHA mortgage insurance on
multifamily housing where payment of
prevailing wages Is now required by law,
such prevailing wages shall be established
and paid based upon the requirements of
the Davis-Bacon Act relating to such hous-
ing construction in the area.

24, Study of New Type of Mortgage Secu-
rity to Attract Investments:

(a) Some financial experts have proposed
the creation of a new type of mortgage or
investment security which would better at-
tract money for fixed long-term investments
in housing. They point out that many lend-
ers have withdrawn from the residential
mortgage market because:

(1) They anticipate that the dollars re-
paid on the loan will have a substantially
lower value and purchasing power than the
dollars loaned initially; and

(2) The amount of return is not attrac-
tive as compared with other rates of return
available in the current market.

(b) We propose that a study be made of
this problem so that recommendations can
be made at a later date concerning the ad-
visability of ineluding provisions in mort-
gages or other housing securities which
would meet this problem and attract neces-
sary funds for investments in housing pro-
duction. Among the measures to be ex-
plored are the following:

(1) A clause In the mortgage providing
for adjustments yearly only on the amount
of principal which is to be repaid, so that
it reflects reductions in the value and pur-
chasing power of the dollar as shown by the
Department of Labor price index; or

(2) A clause in the mortgage providing
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for adjustments yearly in the amount of the
monthly payments for both principal and
interest based upon changes in the price
index; or

(8) A clause in the mortgage provding for
adjustments yearly only in the rate of in-
terest which 1s to be pald on the unpald
balance of principal, so that it reflects
changes in the prevalling interest rates or
price levels from year to year.

Any adjustment clauses must take into
account the ability to pay for the occupants
of the housing. While most people will enjoy
an increase in their income to reflect in-
creases in the price Indexes so that they can
afford to pay adjusted amounts on their
mortgages, there will be people who have
fixed incomes. In their cases, special provi-
slons must be developed to assure that they
can afford to make the adjusted payments,
such as through an extension of the mort-
gage term.

(¢) In Latin American countries, some sys-
tems have been devised for adjustments in
mortgage payments which have worked satls-
factorily. However, inflationary conditions
have been so great in those countries that
mortgage adjustments were essential to ob-
taln long-term loans to finance housing pro-
duction. The proposed study should ascertain
whether we need a system of adjustments in
mortgage payments in this country taking
into account present and future anticipated
changes in the value of the dollar and its
purchasing power.

CHAPTER HH. NEED FOR EFFECTIVE INSTITU=
TIONS, ADMINISTRATION AND FEDERAL-LOCAL
RELATIONS

In itself, the enactment of adequate legis-
lation will not achieve the goals set forth in
these recommendations; nor will it meet the
needs of the American people or the crises in
our cities. Laws are not self-executing. It is
necessary to assure the establishment of ef-
fective institutions, administration, and fed-
eral-local relations. NHC recommends that
HUD take the following actions to assure the
effective execution of laws relating to the
programs under HUD's jurlsdiction:

1. HUD should redefine its role to concen-
trate on major policies and on constructive
leadership in executing federal laws and to
grant greater local autonomy to local govern=-
ments and agencles in undertaking and op-
erating projects involving HUD aid. NHC
believes this HUD role would constitute cre-
ative federalism. The expenditure of federal
monies should be subject to broad federal
guldelines. Through the years, there has been
a continuing increase in the burden and de-
tail of HUD controls over local operations in
the conduct of HUD-aided programs. All
HUD controls should be eliminated which are
not required by federal law. We will never
achieve the volume and expedition required
in programs authorized by the Congress un-
less there is a decentralization of responsi-
bility to the local agencles involved. The
local agencies can properly be held to ac-
count for their responsibilities under pro-
grams, There is no reason to assume that
there 1s any less integrity and competence
in local officlals than in federal officials,

2. As to matters involving public agencies
or others which now require prior HUD ad-
ministrative approval, HUD should expedite
programs by walving such prior approval in
cases where the public agencies or others will
certify and proclaim that they have complied
with all of the enumerated strative re-
quirements of HUD. Upon such certification
covering all applicable administrative re-
quirements, the public agencies or others
should be allowed to proceed with thelr pro-
gram, subject to post audit by HUD that the
public agencies or others have conformed
with their certifications.

3. HUD should accelerate processing, pro-
duction and decision-making by federal and
local officials and by participants in all HUD
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programs, including the establishment of
time schedules for all actions required. There
should be a time limit for submission of ap-
plications. However, qualified applications
should not be rejected because of technical or
insubstantial reasons, lack of money or lack
of a priority status according to a schedule
established by HUD; likewise, applications
should not be rejected in order to remove
them from the pending work load.

4. After applications have been approved
and allocations made, there shall be a time
limit for contracting and execution. With re-
spect to requirements for HUD approval after
a contract or commitment 1s issued, there
should be a recognition that HUD has a cer-
tain period within which to act; and, failing
such action on matters requiring HUD's ap~
proval, the proposal to HUD shall thereby be
accepted and considered approved.

5. HUD should act promptly in making al-
locations and commitments of all authoriza-
tions and funds made avallable by Congress.
Such allocations and commitments should be
based upon:

(a) The requests that are received within a
designated time which meet the applicable
statutory requirements; and

(b) The respective needs for the com-
munities involved. There should be no
impounding or hold back of funds. The
money should be allocated and committed
as quickly as possible. All monles should be
made available based upon the qualified re-
quests that are received within a prescribed
time limit. The guideline should be the need
for the program in the community involved.

6. HUD should simplify its regulations
and conditions attached to HUD ald and
eliminate the detailed controls over project
development and operations. Such controls
are overly burdensome, costly, and time-
consuming, They discourage initiative and
innovation. They are inconsistent with the
achievement of the goals established by law
and the larger goals recommended in this
report.

7. HUD should eliminate conflicting poli-
cles and requirements among its different
units, as applied to comparable programs.
For example, the methods of determining
incomes under the public housing program
are different from those under the rent
supplement, interest assistance and below-
market-interest-rate programs.

8. Civic organizations and citizens’' coun-
cils have an appropriate role in furnishing
advice and recommendations. Where 2 mu-
nicipal government has been established
whose officials are elected by the voters,
the elected officials, should give full con-
slderation to the advice and recommenda-
tions of such citizens organizations; how-
ever, the final responsibllity for decisions
should properly reside in the elected officials
on such programs as urban renewal, model
citles, and nelghborhood rehabilitation.
Otherwise, there will be a division of re-
sponsibility which will seriously impede the
progress of these programs that are vitally
important to the community.

9. To help achieve the housing goals and
enlist all available resources, HUD should
encourage full participation in its programs
by cooperatives and other non-profit orga-
nizations and local public agencies, in addi-
tion to limited-dividend sponsors and
builders.

10. HUD should consult with representa-
tive groups of local public agencies and pri-
vate participants in each of its programs to
identify problems which impede their prog-
ress and to develop workable solutions. For
this purpose HUD should establish:

(a) A federal-local committee on public
housing and urban renewal; such a com-
mittee functioned effectively for years until
it was discontinued.

(b) A federal-city committee on the model
cities program.

(¢) Like committees of representatives
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from the particlpants in each program; thus,
there should be a restoration of the coms-
mittee of representatives of cooperatives
participating in FHA p. .

Each such committee would meet period-
ically to give HUD first-hand experience
concerning the operations of the HUD-alded
program involved. Such consultation should
result in quick and realistic action in elim-
inating obstacles and solving problems.
Otherwise, such obstacles and problems are
long neglected, often because they are not
known or because HUD does not get pro=-
posals for solutions from those directly en-
gaged in the program.

11. (a) Many of our recommendations in
these Resolutions cover areas of administra-
tion on which HUD Is required to report to
the Committees, pursuant to the following
provisions In the 1968 Housing Act:

“Each such report shall include, but not
be limited to, the following areas of pro-
gram administration and management: uni-
formity and standardization in program re-
quirements, simplification of program proce-
dures, ways and means of expediting con-
glderation of proposed projects and applica-
tions for assistance, the provision of more
useful and specific assistance to communi-
tles, organizations, and Individuals seeking
to utilize the Department's programs, and
ways and means of combining or otherwise
adapting the Department's programs to in-
crease their usefulness in meeting the in-
dividual needs of applicants.”

{b) We urge HUD to take the actions rec-
ommended In these Resolutions relating to
areas of program administration and man-
agement which require improvement and to
report thereon to the Banking and Currency
Committees.

12, Many of our recommendations in this
Chapter would be accomplished by the adop-
tion of the new principle urged by the Presi-
dent that Federal grants should be made
avallable for use by states and local govern-
ments without federal accountability or pro-
gram supervision, except for (1) compliance
with nondiscrimination obligations and (2)
the use of the funds for the specific purposes
of each of these four categorical grants, We
endorse this recommendation of the Presi-
dent that such Federal assistance to public
agencies should be block grants limited only
to assuring expenditures for the particular
purpose of each grant and compliance with
civil rights requirements, but excluding Fed-
eral program supervision. In his special mes-
sage on March 5, 1971, the President reaf-
firmed this recommendation in the following
statement which we fully support: *. . . we
must avoid . . . confusing national interest
with Federal control. We have too easily as-
sumed that because the Federal Government
has a stake in meeting a certain problem and
because It wants to play a role in attacking
that problem, it therefore must direct all the
detalls of the attack. The genius of the Fed-
eral system is that it offers a way of combin-
ing local energy and local adaptability with
national resources and national goals., We
ghould take full advantage of that capacity
as we address the urban challenge.”

TRIBUTE
The following was adopted by the member-
ship of the National Housing Conference at
its 40th Annual Meeting on March 7, 1971:

“IN TRIBUTE TO REPRESENTATIVE WILLIAM B.
WIDNALL

“The National Housing Conference honors
Congressman Widnall for 21 years of devoted
and statesmanlike service in the House of
Representatives and for his major contribu-
tions to effective housing and community de-
velopment legislation.

“Early in hils Congressional career, Con-
gressman Widnall took the initiative in the
eventual establishment of the Housing Sub-
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committee. As the ranking minority member
of that subcommittee and of the full Banking
and Currency Committee, he has participated
in all the major housing legislation emanat-
ing from those committees for many years.
In particular, the significant housing leas-
ing program, rehabllitation loans, and mass
transit bear his personal imprint. Most re-
cently, he played a major role in the enact-
ment of the national urban growth program
in the Housing and Urban Development Act
of 1970. As a constructive critic, his wise
counsel has brought improvements in ongo-
ing programs in the publin interest.

“In honoring Congressman Widnall for his
distinguished career, we look forward to his
continuing leadership In the years ahead.”

OBITUARIES—197T1

Assembled for thelr 40th annual meeting
on March 7, 1971, members of the National
Housing Conference adopted the statements
that follow, honoring four members whose
careers in housing, urban renewal and
related fields were ended by death during the
year just passed. Their lives were dedicated
to the achievement of social and economic
Justice for all people, everywhere. They
helped draft blueprints for national action
which, if fully implemented, would have
helped avert the urban crisis that is threaten-
ing our democratic structures today. Their
leadership is sorely missed, but their plans
for action shall live on so long as the battle
for equal opportunity, justice and human
dignity continues.

HARRY W. LAIDLER, FPH. D.

Fifty years ago, In 1921, Dr. Harry Laidler,
a young, brilliant economic scholar, teamed
with Norman Thomas and other post World
War I activists, in forming the League for
Industrial Democracy, which he served as
Executive Director for thirty-six years. In
1957 he retired to become Executive Direc-
tor Emeritus. In 1931, with Mary Simk-
hovitch, Eleanor Roosevelt, Charles Abrams,
Helen Alfred, Herbert Lehman and others,
Harry Laidler was a founder of the National
Housing Conference, formed for the purpose
of carrying on a war agalnst slum conditions
and for the provision of low-rent housing for
the poor. It was to be a lobby in the public
interest. He was a working member of its
Board of Directors until his death.

Harry Laidler received his PhD in Eco-
nomics from Columbia University, and
lectured on economics at New York Uni-
versity, the City College of New York and
Brooklyn College, and on college campuses
throughout the entire country. As author of
many books dealing with America's economic
injustices of the 19208 and of their social
consequences in the 1930s, Harry Laidler
helped arouse the conscience of the American
people. In 1940 and 1941 he served as a mem-
ber of the New York City Council, as an ally
of the late great reform Mayor Fiorello
LaGuardia.

Members of the National Housing Con-
ference note the passing of Dr. Laidler, by
resolving unanimously to continue the orga-
nization he helped to found, in the same
spirit of dedication and public service that
caused him and his assoclates to create the
National Housing Conference forty years ago.

WALTER P, REUTHER

At its June, 1970 meeting in Denver, Colo-
rado the Board of Directors of the National
Housing Conference adopted a resolution in
memory of Walter P. Reuther, a Board mem-
ber and Vice Presldent for a quarter of a
century, whose traglc death, with that of
Mrs. Reuther, stunned and saddened both
the nation and the wcrld. The entire mem-
bership of the Conference re-expresses a deep
sense of loss at its annual meeting on
March 7, 1971, In the following words:

“Be it resolved that the membership of
the National Housing Conference join all
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people everywhere, who care about human
dignity, self respect, and progress, in ex-
pressing a sense of personal loss on the tragie
death of their fellow member, Walter P,
Reuther,

“Every American is morally, spiritually and
economically richer today, because Walter
Reuther devoted his life to the achievement
of soclal, economic and legal justice. He
fought injustice wherever and whenever it
occurred. Those whose needs he championed
are legion, They trusted him absolutely, and
loved him as a person.

“The National Housing OConference has
been s positive force in helping to create good
housing in sound neighborhoods through-
out America, because Walter Reuther and
others with similar convictions have willed
it so. In 1846 the effectiveness of the Na-
tional Housing Conference was threatened
by some who attempted to divert its efforts
to their own purposes. Walter Reuther’s lead-
ership helped save the integrity of the Con-
ference then, as It has on numerous occa-
sions since. Our debt to him can be repald
only as we continue in the tradition of his
fighting leadership to achieve good housing
in sound neighborhoods for all Americans.”

HERBERT EMMERICH

Herbert Emmerich, commissioner of the
Federal Public Housing Authorlty during the
critical years of World War II, died on Sep-
tember 7 in Charlottesville, Virginia, where
he had been serving on the political sclence
faculty of the University of Virginla since
1863. He was a member of the National
Housing Conference for 30 years, and was
instrumental in the founding of the National
Assoclation of Housing and Redevelopment
Officials.

Herbert Emmerich was a genuine housing
pioneer, serving as Executive Vice-President
of the City Housing Corporation, where under
his direction, beginning in 1924, the corpora-
tion planned, built and administered two
“garden cities” in the New York area: Sun-
nyside Gardens and Radburn, New Jersey.
The site planning and building designs tested
in these "cities’’ have become classic examples
for multi-unit housing developments, that
unfortunately have seldom been duplicated.

Herbert Emmerich contributed much to-
ward making public administration a pro-
fession. For many years he was associate di-
rector of the Public Administration Clearing
House, in Chiecago, serving under and learn-
ing from the unparalleled Louis Brownlow.
In the early 40s he was drafted to Washington
to help unravel war production problems, and
from there was assigned by the President to
consolidate all war housing programs under
the Federal Public Housing Authority. The
result of that effort, through enlisting the
capabllities of local housing authorities
throughout the nation, was characterized as
one of the most daring and successful pro-
grams ever undertaken by the United States.
In 1944 he returned to the Public Admini-
stration Clearing House as its director, from
which he retired in 1956 to the guieter life
at the University of Virginia.

Herbert Emmerich left a lasting mark on
America's housing program, and members of
the National Housing Conference will be for-
ever grateful for his particlpation In our
counecils.

MORRIS P. MILLER

When Chief Judge Morris P. Miller of the
Juvenile Court of the District of Columbia
died suddenly last May, the Capitol City,
the nation, and particularly the country’s
young people who needed a friend at court,
mourned the loss of a great jurist and an
understanding human being.

Relatively few people recalled that with
the death of “Chick’ Miller, low rent public
housing lost one of its earliest pioneers,
one of its legal architects with David L.
Erooth and Leon Eeyserling, and the lawyer
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who made it legally possible to reorganize
the National Housing Conference from a
New York State oriented organization, to a
national group with Washington headquar-
ters in 1944

In the early 1930s Judge Miller came to
Washington from his native St. Louis, as a
member of the legal staff of the newly cre-
ated Public Works Administration under
Secretary of Interior Harold Ickes. He was
assigned to the original housing division,
participated 1n writing the United States
Housing Act of 1937, creating the low-rent
public housing program, and was Assistant
General Counsel after the formation of the
United States Housing Authority in 1938.
He served in that capacity until 1942, when
he entered the private practice of law. This
was interrupted by service as an officer of
the Coast Guard during World War II. Fol-
lowing discharge he returned to the practice
of law and was & partner of the late Scott
Lucas, former United States Senator and
Senate Majority leader from Illinois. He left
a lucrative law prectice to accept appoint-
ment as Chilef Judge of the Juvenile Court.
where he carved out a third distinguished
career.

Judge Miller often said that his heart
never really left his “housing days”. His in-
fluence in the creation of original housing
policy through legislation, and his legal in-
terpretations that made it possible for pro-
grams to function, were a contribution that
cannot be destroyed. Chick Miller always
asked: “What do you want to accomplish,
so0 that I can help make it legal”. He is sorely
missed.

FEDERAL SPENDING

HON. JOSEPH M. GAYDOS

OF PENNSYLVANIA
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr. GAYDOS. Mr. Speaker, the Fed-
eral Government often is accused of be-
ing penny wise and pound foolish, and
the accusation is not without merit. Its
actions in fiscal matters often bafile the
American public, to say the least. On
many occasions, Uncle Sam has issued
solemn declarations of war against
wasteful spending and outlined detailed
battle plans to combat it. He has warned
the taxpayers to prepare to face hard-
ships deprivations until victory is as-
sured.

Then what does he do? Ignoring his
own warnings, disregarding his own bat-
tle plans, Uncle Sam continues to skip
merrily down the dollar-green road of
fiscal irresponsibility. I doubt he will find
Emerald City at the end of the road, if
there is one, but, if there is, I certainly
hope there is a financial wizard in resi-
dence. I no longer believe in a pot of gold
at the end of any rainbow. I do believe at
the end of ours there is a pit, a bottom-
less one—the national debt.

Mr. Speaker, if there is any question
about why the American taxpayer
scratches his head in puzzlement and
reaches to protect his pocketbook every
time the Federal Government talks about
spending, I suggest the answer might be
found in the April issue of the Reader’s
Digest in an article entitled “Watch on
the Potomac.” I submit the article for
publication in the Recorp and call the
attention of my colleagues to it, partice-
ularly the esteemed gentleman from Iowa,
Representative H. R. Gross, whose words
of wisdom are quoted:
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WATCH ON THE POTOMAC

(By Kenneth Y. Tomlinson and
George Denison)

Time and again the Nixon Administration,
like its predecessors, has declared war on
wasteful government spending. But despite
the usual claims by federal officials that non-
essential items have been cut from the new
£222 billion budget for fiscal 1972, it is evi-
dent that fat can always be found.

Here is a small, documented sampling.

1. Tighten up programs for the poor. The
federal government foots half the bill to
house some 1100 welfare families in run-
down, unsafe New York City hotels, often at
luxury prices. For monthly rents averaging
$600 per family, they are frequently packed
into filthy rooms featuring rats and raw
sewage.

Last Year the Department of Labor poured
871,000 into a job-training program in Gary,
Ind., without consulting the local unions
and contractors. Result: only one trainee
was placed in a paying job!

2. Control government watchdogs. The
federal government spends about $185 mil-
lion a year to inspect food. These inspections
are necessary, but some dairy products are
inspected, admittedly for different reasons,
by four differing government units: military
veterinarians, the Food and Drug Admin-
istration, the Department of Agriculture and
the state department of health.

3. Check leaks in the foreign-aid spigot.
U.S. taxpayers have supported the Inter-
American Development Bank to the tune of
83 bllllon In the last ten years. In one
dealing, the Bank loaned $273 million to ir-
rigate land in Mexico where no crops could
possibly grow, even with ample water.

The United States gave Honduras $149 mil-
lion in aid between 1961 and 1970. Result:
U.S. auditors found “no evident acceleration
of its over-all social or political develop-
ment.” Indeed, there was ample evidence that
the money had been pumped into the country
faster than it could be absorbed and spent.

Foreign-ald officlals, wanting to build 40
barges for the South Vietnamese, exported
twice the amount of steel needed for the
project. But only 16 barges were constructed
The remainder of the steel was left to rust
in mud near Saigon’s main harbor. Congres-
sional probers estimated the waste to the
American taxpayer at $1 million.

4. Stop subsidizing pollution. Over the past
eight years, the Economic Development Ad-
ministration has sunk $12.3 million into a
sugar-processing plant in Maine. The plant
is still losing money, and has caused so much
pollution in the Prestile Stream that a
£196,000 grant had to be obtalned from the
Federal Water Pollution Control Agency to
clean it up.

5. Look twice before spending. The General
Accounting Office found that the Veterans
Administration pald 60-percent more for
drugs bought outright from suppliers than it
would have through competitive bidding or
negotiated purchases.

A civillan subcontractor for the U.S. Air
Force purchased $9.5 million worth of heavy
equipment to construct an airfield in Viet-
nam, But $7.4 million worth of duplicate
equipment purchased by a U.S. Navy con-
tractor for the same job had already been
sent to Vietnam. The Air Force had pald
premium prices because of the “rush' nature
of the project!

The federal government squanders millions
by leasing U.S. post offices rather than build-
ing them. A 30-year lease for the Detrolt post
office will cost taxpayers $54 million for
buildings and land that actually cost less
than $22 millilon. The Harrsiburg, Pa., post
office will cost $15,340,800 for property its
owner purchased for $8.4 million.

Declares longtime watchdog of the federal
treasury, Rep. H. R. Gross (R., JTowa), “We
need cost-cutting at every level of the gi-
gantic federal establishment.” Now!

April 15, 1971
WELFARE REFORM

HON. HARRY F. BYRD, JR.

OF VIRGINIA
IN THE SENATE OF THE UNITED STATES
Thursday, April 15, 1971

Mr. BYRD of Virginia. Mr. President,
two Virginia newspapers have recently
published interesting and informative
editorials on the subject of welfare re-
form.

In its April 7 edition, the Richmond
Times-Dispatch carried an editorial en-
titled “Needed: A Better Plan.” And in
its April 9 edition, the Northern Virginia
Daily published an editorial entitled
“Senator Byrp on Welfare."

The Richmond Times-Dispatch makes
the point that innovations in welfare
should be tested before a major change
is made in the welfare system.

The Northern Virginia Daily makes
the same point, and notes the complexity
of the problem of welfare reform. It
rightly observes that:

Welfare has a propensity for growing. It
never shrinks in its scope.

The editor of the editorial page of the
Richmond Times-Dispatch is J. E.
Grimsley. The editorial of the Northern
Virginia Daily is James J. Crawford.

I ask unanimous consent that the edi-
torials from the Richmond Times-Dis-
patch and the Northern Virginia Daily
be printed in the Extensions of Remarks

There being no objection, the editorials
were ordered to be printed in the REec-
ORD, as follows:

Neepen: A BETTER PLAN

Virginia's U.S. Senator Harry F. Byrd, Jr.
doesn't think much of the Nixon admin-
istration's guaranteed annual income pro-
posal. But since an improved welfare system
must be found, the senator is willing to see
the Nixon plan tried out in several sections
of the country to see how it works.

In a speech to the Senate Thursday, Byrd
said what most other knowledgeable people
on the subject are saying: The nation’s
present welfare system simply is not doing
the job that ought to be done in providing
aid to the needy.

He quoted New York Governor Nelson
Rockefeller's recent somber warning that
“the present welfare system, if continued as
it is, will ultimately overload and break down
our society.”

It's hard for Byrd, and it's hard for us, to
accept the guaranteed annual income pro-
vision of the Nixon proposal. Not only is the
administration’s plan questionable as a mat-
ter of public policy, it also—to use Byrd’s fig-
ures—would increase the number of people
on the welfare rolls from 10 million to 24
million. It is estimated the nation's total
welfare bill would be tripled under the ad-
ministration’s proposal.

Byrd has introduced in Congress a resolu-
tion to establish & national, blue ribbon
commission to study the welfare problem
and to make recommendations.

Such a commission might be useful if it
could have the benefit of welfare experiments
of various kinds. These would include the
Nixon plan, welfare innovations now being
proposed for adoption in California and New
York, and perhaps other new ideas tried out
in other places.

In the meantime, most of the states will
have to continue using the present welfare
system and though every reasonable effort
should be exerted to see that it operates at
maximum efficiency, that the legitimate
needs of the poor are met, and that chiselers
and deadbeats are kept off the roll.
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SEN. BYRD ON WELFARE

One of the most sensitive issues before
the Congress today is what should be done in
reforming the nation's welfare program. Our
present welfare system is archaic, inequitable
and costly, but perhaps its worst feature is
that in many ways the present program en-
courages greater dependence on welfare.

In an effort to inaugurate a long-overdue
reform of the welfare program, President
Nixon is pushing his Family Assistance Plan,
a proposal which is far more ambitious than
the present system in that it will make eligi-
ble many Americans who do not now qualify.

Many congressmen oppose the Family As-
sistance Plan for various reasons but, in sum,
these reasons appear to add up to a gen-
eral conviction that the Family Assistance
Plan is a change but is not reform,

In a speech on the Senate floor last Thurs-
day, Sen. Harry F. Byrd Jr., a long-time sup-
porter of the need for reform in the welfare
laws gave the following four basic reasons
why he opposes the President’s plan:

“First, I am concerned about establishing
the principle of a guaranteed annual income.

“Second, I am concerned about a proposal
that would more than double the number of
persons on welfare—from 10 million to 24
million.

“Third, I am concerned about a proposal
that would nearly triple the cost of welfare
in two years.

“Fourth, I am concerned that the Adminis-
tration’s plan lacks adequate work incen-
tives.”

Instead of the sweeping, costly and untriled
innovations offered by the Family Assistance
Plan, Sen. Byrd recommends a program of
selected trials. To begin with, the senator
has introduced a bill which would establish
a national blue ribbon commission to study
the problems and make recommendations.

In addition, the senator suggests that the
most feasible way to approach the Family
Assistance Plan, or any major welfare reform
program, is to try it out on a selected, sec-
tional basis to see If it is practical in appli-
cation,

The whole problem of welfare reform is a
very complex one, and whatever changes are
made promise to be difficult and costly to
implement. Welfare has a propensity for
growing. It never shrinks in its scope.

We believe Sen. Byrd’'s recommendation
for a study commission is wise. Sectional
trials of new programs are also wise. Where
the spending of increased billions of dollars
is indicated, cautious pre-evaluation is cer-
tainly a sensible route to follow.

LIEUTENANT CALLEY

HON. J. CALEB BOGGS

OF DELAWARE
IN THE SENATE OF THE UNITED STATES

Thursday, April 15, 1971

Mr. BOGGS. Mr. President, the 126th
General Assembly of the State of Dela-
ware has adopted a House concurrent
resolution relative to the case of Lt.
William L. Calley, Jr.

The resolution, proposed by Repre-
sentative Thomas L. Little, calls upon the
President of the United States to grant
executive clemency to Lieutenant Calley
and to restore him to active duty.

I ask unanimous consent that the text
of the resolution be printed in the
RECORD.

There being no objection, the reso-
Iution was ordered to be printed in the
REcorp, as follows:
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House CONCURRENT REesoLUTION No. 15: RE-
QUESTING PRESIDENT RIcHARD M, Nixon To
GrANT CLEMENCY TO L. WiLLiaMm L. CALLEY,
Jr., ConvicTED OoF MyYLAT MURDER CHARGE
Whereas, Lt. Willlam L. Calley, Jr. of the

United States Army, fought courageously and
well for America on numerous battlefields,
other than My Lai; and

Whereas, thousands of America’s finest
have given their lives in the defense of free-
dom for the people of South Vietnam; and

Whereas, the conventional rules of war-
fare have been generally disregarded
throughout this tragic struggle to maintain
South Vietnam's independence and our be-
leaguered troops have been justly provoked
by civilian partisans, female and juvenile,
who have repeatedly abandoned the tradi-
tional noncombatant role to treacherously
assassinate their would be benefactors; and

Whereas, no request was ever made by
the Government of South Vietnam that Lt.
Calley be tried for the My Lai incident, the
impetus for such extraordinary proceeding
having been created in substantial part by
divisive forces in America who seek to dis-
credit the Army and weaken the national
resolve; and

Whereas, the unusual length of time re-
quired for the jury's deliberation is deemed
indicative of substantial doubt of the legal
guilt of the accused; and

‘Whereas, the inevitable effect of any pun-
ishment normally commensurate with con-
viction for the same offense by a civilian for
which the defendant in this case was charged
would he to disspirit the United States
Armed Forces, encourage our national en-
emies and tend to destroy our national unity.

Now therefore be it resolved by the House
of Representatives of the 126th General As-
sembly of the State of Delaware, the Senate
concurring therein, that we do hereby
urgently request President Richard M.
Nixon, as commander-in-chief of the Armed
Forces, to grant forthwith executive clem-
ency to Lt. William L. Calley, Jr., expunging
of record all criminal convictions heretofore
entered against said soldier and restoring
him to active duty as a member of the
United States Army.

Be it further resolved that copies of this
Resolution be forwarded to President Richard
M. Nixon and the United States Senators J.
Caleb Boggs and William V. Roth, Jr., re-
spectively and United States Representative
Pierre 8. duPont, IV,

U.S.CITRUS INDUSTRY AFFECTED
BY UNFAIR TRADE

HON. JOSEPH M. GAYDOS

OF PENNSYLVANIA
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr. GAYDOS. Mr. Speaker, I was in-
terested to see in the Recorp of Friday,
March 19, where two Members of the
other body inserted articles protesting
unfair treatment given Americen ex-
porters of citrus fruits by nations be-
longing to the European Economic Com-
munity.

According to the articles, it appears
the EEC has granted a sizable tariff
preferential rate to four major competi-
tors of the U.S. citrus growers but has not
extended the same treatment to Ameri-
can shippers. Consequently, Tunisia and
Morocco pay a tariff of only 16 cents per
carton on shipments; Spain and Israel
pay 48 cents per carton; and good old
Uncle Sam shells out 80 cents per carton.
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The American citrus growers rightly
point out such action on the part of the
EEC is in violation of the General Agree-
ment on Tariffs and Trade, which is sup-
posed to guarantee that when a prefer-
ence is given one member of GATT, it
automatically is extended to others.

This disregard of the GATT provisions
by the EEC has cost the citrus industry
in Arizona and California a loss of $3
million in less than 2 years. The ultimate
loss would be about $30 million of the
American trade balance and severe dam-
age to an industry which employs ap-
proximately 40,000 U.S. citizens. So, it
seems another American industry is
feeling the same pains of unfair foreign
competition that have been felt by our
electronic industry, our steel industry,
our shoe industry, our textile industry,
and our heavy electrical equipment in-
dustry.

Nonetheless, there still are those econ-
omists and philosophers of free trade
who point the finger of guilt at the
United States, and declare it is we who
will be responsible for an international
trade war if we move to protect our in-
dustries and our workers. Somehow they
do not see free trade and fair trade in
the same light as I do.

Mr. Speaker, I am hopeful that some-
day these people will see the light and
place the blame for unfair world trade
where it rightfully belongs. When that
day comes, I assure you, I will not gloat
and say, “I told you so,” but I will move
to place mandated gquotas on their “sour
grapes.”

MANANA IS TODAY

HON. ROBERT P. GRIFFIN

OF MICHIGAN
IN THE SENATE OF THE UNITED STATES
Thursday, April 15, 1971

Mr. GRIFFIN. Mr. President, a recent
issue of The Manager, published by the
U.S. Department of Commerce, contains
an article by Carlos Conde entitled
“Maifiana Is Today.” In the article, Mr.
Conde discusses with perception and in-
sight some of the problems faced by
Spanish Americans as well as real efforts
being made by the cabinet committee on
opportunity for the Spanish speaking to
deal with those problems.

I ask unanimous consent that the ar-
ticle be printed in the Extensions of
Remarks.

There being no objection, the article
was ordered to be printed in the Recorp,
as follows:

[From the Manager, January-March 1971]
MANANA Is TODAY
(By Carlos Conde, Director of Public Affairs

Cabinet Committee on Opportunities for

Spanish Speaking People)

When the Cabinet Committee on Opportu-
nities for Spanish Speaking People is men-
tioned, a common reaction is “What is it
and who needs it?" The question poses the

attitude and gives the answer and the rea-
son for creating the Cablinet Committee. The
Spanish speaking people have been left be-
hind in the social reform movement be-
cause of indifference, apathy and ignorance
toward their needs and issues. Much of this,
unfortunately, can be found in the Federal
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bureaucracy where a funnel view of minor-
ities seems to exist. One wag suggested with
more truth than levity that the Spanish
speaking people are in the “silent minority"
in the community and the “snap minority"
in the Federal Government. “When the
bureaucrats get together to talk policy and
programs for minorities,” he said, “someone
invariably snaps his fingers at the end of
the meeting and says ‘Dang it, we forgot
the Spanish speaking people again'."” The
Cabinet Committee exists, therefore, to make
the Spanish speaking people and their needs
a household word in the Federal community.
It is young and still teething but it has the
unabashed spirit and energy of youth re-
quired for the job. The Cabinet Committee is
an independent office in the executive branch
of the Federal Government and is respon-
slble to Congress through the President. It
is essentially an advisory body involved in
assisting other Federal agencies to develop
and initiate programs for Spanish speaking
people, The ‘“committee” is made up of
Cabinet-level members whose departments
and agencles provide resource assistance to
stafl activities and programs. The Cabinet
Committee is the successor to the Inter-
Agency Committee on Mexican American Af-
falrs created in 1967 by Presidential Mem-
orandum. It received statutory status and a
new name in December of 1969.

Why is such an agency necessary? The
statistics tell most of the story. The median
education for the adult Spanish population
36 years and older is 8.5 years although for
the younger segment, it is approaching the
1l-year level. The family Income hovers
around $5,600. The unemployment rate for
Spanish origin persons is considerably higher
than for the total labor force. Spanish origin
workers are less apt to hold white-collar
jobs than the other segments of the work
force. Spanish speaking persons own less than
one percent of the nation’s businesses, A
Spanish surnamed person is seven times
more likely to live in substandard housing
than his Anglo counterpart. The mortality
rate at birth or during the first year is twice
that of the Anglo. The average llfespan of a
Spanish speaking child born to a migrant
family is 38 years. Among the Spanish speak-
ing migrants, 41 percent of all deaths occurs
by five years of age. For many Spanish speak-
ing people, poor education, poor jobs, poor
housing, disparagement, disenfranchisement
and death at an early age are common.

Another aspect has been the fallure or the
inability of people and Institutions to under-
stand the particular lifestyles of the Span-
ish speaking people and therefore to ade-
quately develop a social progress plan for
them. Many times, if a certaln project fails
in Ban Antonio when it worked beautifully
in Atlanta, Georgia, the program operators
dismiss it as a lack of response from the
people rather than the ineffectiveness of the
program. It is necessary to look deeper into
the background and character of the Spanish
speaking people to plan viable p ms,
which is one reason the Cabinet Committee
was brought into being.

The Spanish speaking people have lived
in isolation for many years and existed large-
1y on the mores and traditions of their cul-
ture. They also have had a particular history
to contend with. The Southwest, where three-
fifths of the Spanish speaking population
live, was once their homeland and the Anglo
culture was the invader. The turn of events
highlighted by war, land seizures, and ostra-
cism made them feel as interlopers in the
land they ploneered and, held apart from
the community, they preferred to remain
within the security of their Spanish cul-
ture. Thelr descendants have grown up with
a bewllderment that has not yet been fully
resolved. Take the Mexican American, for
example, who comprise more than half of
the United States' Spanish speaking popu-
lation, Most of them grow up in the South-
west—as Americans by birthright but Mexi-
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cans in lifestyle—proud of their heritage
but at times burdened by Iit.

The price of success and social advance-
ment for many of them has been the rejec-
tion of their culture and traditions and the
acceptance of Anglo-imposed traits. Many
Spanish speaking people recognize the value
of assimilation but have also found out that
their destiny has too often been compro-
mised by incompatiable social action pro-
grams. Take the language problem. Is it
wrong or unworthy to be bi-lingual as well
as bi-cultural? Is this not an asset rather
than a burden? Why, they ask, is it re-
pressed? Spanish is currently spoken in
the homes of one-half of the Spanish origin
population. With the exception of English,
Spanish is spoken by more persons than any
other language in the United States. That
is strength, not weakness. It should not
have to be sacrificed for social and economic
advancement. Nor should the culture, for
that matter, which has made many signifi-
cant contributions to the nation. The genius
of a meaningful program, therefore, is to
bring all these factors into play and stimu-
late rather than inhibit ambitions and op-
portunities. The issue In training programs
or self-help projects is not a trade off be-
tween two languages and cultures, but rather
the blending of both. No one is denying
that a person should know functional Eng-
lish if he lives in a soclety where the lan-
guage is dominant, but he should be brought
into it, not tossed into it.

The cabinet Committee’s responsibilities
are to make this and other characteristics
of the Spanish speaking people known to so-
clal planners, particularly in government. Its
Job also is to articulate their needs and prob-
lems and to make their existence and pres-
ence known in every nook and cranny of the
bureaucracy. Its creation was necessary be-
cause history shows that the Spanish speak-
ing people's problems have been overlooked
or denied the attention they merit, Awareness
of the Spanish speaking people by the
bureaucracy is a slow-melting iceberg. Many
times it is reaction, rather than action, that
prods government men. One interesting the-
ory is the proximity of government decision
makers. Some people suggest that an East-
erner's mentality prevails in government,
that too many are too far removed from the
drama and too few have the insight or the
Interest in the Spanish speaking people.

Despite the wit of a Mexican American who
sald when you are sleeping on the floor you
can’t fall out of bed, things are looking up
in the Federal Government for the Spanish
speaking minority. Perhaps the most impor-
tant breakthrough is President Nixon's 16-
point Equal Employment Opportunity pro-
gram for Spanish speaking people which was
announced In November. Almed at glving
members of this ethnie minority an equitable
share of federal jobs, President Nixon in-
structed the Civil Service Commission to be-
gin implementation immediately. The plan
was developed by the Cabinet Committee un-
der the guidance of former chairman Martin
G. Castillo and Executive Director John Bare-
no. The action was prompted by statistics
that showed Spanish speaking people holding
2.8 percent of the 2.8 million Federal jobs.
Most of them were in the lower grades. The
program is an intensified drive to recruit
Spanish speaking persons into government
jobs and to make EEO officers in government
agencies aware of their existence. It called
for the appointment of a full-time Spanish
surnamed EEO officlal in the Civil Service
Commission to serve as an ombudsman and
advisor to Cilvil Service Commission Chair-
man Robert E. Hampton. Chairman Hamp-
ton appointed Fernando E. De Baca of Al-
buquerque, New Mexico to this position and
the program is now underway. Hopefully, an
increased number of Spanish speaking peo-
ple in government, particularly in the higher
echelons, will remove the broker system of
progress and provide Spanish speaking ex-
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pertise on programs and policies directly af-
fecting them.

In every facet of soclety, a new era is be-
ginning for the Spanish speaking people.
They have discovered themselves and their
potential and are rapldly gaining the tools
with which to do the work. The Federal Gov-
ernment 1s showing greater willingness to be-
come a partner in their soclal pr
Everyone looks forward to the day when an
agency such as the Cabinet Committee is
no longer needed for it will mean we will have
reached the thoroughfare to progress. The
Spanish speaking people certainly are ready,
willing and able. As the sign read at a Mex-
ican American rally, “Manana is Today.”

HIGHWAY SAFETY
HON. FRANK M. CLARK

OF PENNSYLVANIA
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr. CLARK. Mr. Speaker, in 1970 the
terrible death and injury toll on our
highways from accidents was reversed
for the first time—a major acecomplish-
ment due in considerable part to the vast
design improvements on the new Inter-
state Highway Systems. However, ap-
proximately 55,000 people lost their lives,
almost 5 million were injured and the
economic loss from auto accidents was
more than $16 billion—these astronomic
figures can and must be reduced.

Highway accidents are caused by the
failure of either the driver, the car, or,
the highway. Current attention, how-
ever, seems to be largely centered on:
the drunken driver, the aging driver,
the accident prone driver and what can
be done about him, improvement in car
design to better protect drivers and pas-
sengers, better bumpers, and the possi-
bility of engine deflection. All of these
are among improvements being studied.
Compulsory seat belts and shoulder har-
nesses and passive safety devices like
the air bags are under development.
Unfortunately, most of the final answers
to these problems seem to be in either
the talking or the development stage and
target dates are still years away.

The highways, however, are being
made safer every day. One of the possi-
bilities for the further reduction of the
needlessly lost lives and the wasted mil-
lions in property damage lies in a new
passive on-highway safety device
called the Fitch Inertial Barrier. A de-
vice that is saving lives today on our
highways.

The Fitch system is a simple, inex-
pensive, yet extremely effective device
used to protect out-of-control cars from
impacts with hazardous fixed objects
such as bridge abutments, overpass piers,
parapet wall ends at exit ramps, and
similar roadside dangers which acecount-
ed for thousands of last year's acci-
dents. It consists of a series of free-
standing plastic drums filled with gradu-
ated amounts of sand, front to back, held
at the average car's center of gravity.
The drums are placed in front of the
hazard, much like bowling pins. When
struck by a speeding car, the modules
shatter and the car’s energy is trans-
ferred to the sand, resulting in a con-
trolled, safe stop that minimizes the
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chance of injury and reduces car damage
to a remarkable degree.

There are currently 110 of these de-
vices installed on our highways. They
have been struck by out-of-control cars
75 times over the past year and in only
one instance did the injury sustained
require medical care. In 74 of the acci-
dents there were no injuries reported,
even though the speeds of the cars in-
volved were as high as 65 miles per
hour—in about 80 percent of the cases
the cars were backed out and driven
away, indicating a very minimum of
damage. Qualified highway experts esti-
mate some 20 to 25 lives have been saved
by this safety barrier as of this date.

Just imagine the potential savings in
life and property damage possible if
these barriers were present on our high-
ways in the thousands, rather than the
hundreds.

I urge responsible officials in all States
to check into this new lifesaver. This
device—and other impact attenuators—
has recently been approved by the Fed-
eral Highway Administration for use as
standard “highway hardware.” It re-
quires little or no site preparation and
can be erected by a highway mainte-
nance crew in approximately 3 hours.
The cost averages about $1,800 per
barrier.

In 1970 the first step was made to
reverse the staggering highway accident
figures. Here is a means of lowering them
still more. Let us do something today
while we wait for the safety devices that
are promised for tomorrow. The Fitch
barrier is here today. Available now. Let
us act now to cut down the needless
slaughter on our highways.

AMERICAN PARTICIPATION IN THE
UNITED NATIONS BOYCOTT
AGAINST RHODESIA

HON. HARRY F. BYRD, JR.

OF VIRGINIA
IN THE SENATE OF THE UNITED STATES
Thursday, April 15, 1971

Mr. BYRD of Virginia. Mr. President,
the Northern Virginia Daily of April 2,
1971, includes an excellent editorial on
the subject of American participation in
the United Nations boycott against
Rhodesia.

I have introduced (S. 1404) a bill which
would have the effect of ending our
participation in the U.N. embargo, so far
as shipment of chrome ore from Rho-
desia to the United States is concerned.

The editorial makes the point that
there are strong moral arguments and
strong economic arguments in favor of
the United States ending its participa-
tion in the embargo.

I ask unanimous consent that the edi-
torial, entitled “A Twofold Bill,” be
printed in the Extensions of Remarks.

There being no objection, the editorial
was ordered to be printed in the Recorp,
as follows:

A TworoLp BIiLL

On Thursday Sen. Harry P. Byrd, Jr., in-
troduced legislation in the Senate which
would accomplish two important purposes.
The Byrd bill will, at one fell swoop, set

CXVII—668—Part 8

EXTENSIONS OF REMARKS

straight an economic anomaly, and will also
correct a moral inequity of an international
nature which has existed for over four years.

Back In 1966, when Great Britain led a
United Nations' action to impose an economic
embargo against Rhodesia, the United States
supported the move. Since then the UN has
twice tried to draw tighter the sanction noose
against Rhodesla, each time strongly sup-
ported by the U.S,

Today, Sen. Byrd reminds us, it is a erimi-
nal offense to trade with Rhodesia. One of
the results of this total embargo is that the
U.S., which formerly purchased most of its
chrome from Rhodesia, is now forced to rely
on Soviet Russia for 60 percent of its total
consumption,

This situation is not only morally and ethi-
cally insupportable, and an aggressive at-
tempt to strangle a small and struggling na-
tion which has in no way harmed the U.S,,
but is also an extremely dangerous position
for the U.8. to be in.

Not only are we dependent on the whims
of Soviet Russia for a very strategic metal,
but we are also caught in the vise of a
monopoly squeeze which has seen the price
of Soviet chrome more than doubled.

Sen. Byrd's bill would end our dependency
on Russian chrome through the expedient
of limitations under which “the President
could not ban imports of strategic material
from a free-world country if the importation
of the same material is permitted from a
Communist-dominated country.”

This would mean that the U.S. would have
to end its embargo against Rhodesian chrome
as long as chrome is being purchased in any
Communist country. Perhaps the adoption of
this legislation might lead in time to the
removal of all sanctions against Rhodesia.

The Byrd bill makes sense, which is more
than can be said for the long-standing em-
bargo against this unfortunate little African
nation. All the factors, economic and moral,
argue for its quick passage.

THE SELLING OF THE PENTAGON

HON. JONATHAN B. BINGHAM

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 7, 1971

Mr, BINGHAM, Mr. Speaker, an ex-
cellent editorial appeared on April 13,
1971, in the Wall Street Journal and I
would like to include the full text of the
editorial in the REcorp at this point.
[From the Wall Street Journal, Apr. 18, 1971]

PENTAGON PUBLICITY

In all the hullabaloo about the CBS show,
“The Selling of the Pentagon,” one matter
seemingly has gotten lost.

The show’s target, excessive spending on
publicity by the Department of Defense, is
a wholly appropriate subject for public dis-
cussion, however badly or unfairly CBS
might have handled it.

CBS has been accused of using an ex-
aggerated figure on how much the Penta-
gon spends for its various press, publicity
and public-relations activities. In fact, it
is difficult to know just how much the de-
partment and its branches spend for this
purpose.

Adam Yarmolinsky, a onetime Pentagon
“whiz kid" under Robert McNamara, says in
his thorough book “The Military Establish-
ment,” that a high Army officer once es-
timated it would cost $85,000 just to deter-
mine what the Army spends for public rela-
tions. But in response to an inquiry by Sena-
tor Fulbright in 1969, the Pentagon admitted
that it had an information force of 2,800,
with direct salary and operating costs of
$27.9 milllon. That was a tenfold increase
from 1959.
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The figure, which certainly is substantial,
does not include other costly activities, such
as Armed Forces Day shows, which can partly
come under the heading of training but must
also be included under public-relations ac-
tivities.

Aside from all the questions of war and
peace, press freedom, journalistic fairness
and the like that the CBS show has stirred
up, the simple and provable fact is that
there are large-scale Pentagon publicity out-
lays at a time when the nation is under ex-
treme pressure to bring government costs
under control.

The Pentagon is not the only offender, to be
sure. Public-relations and advertising tech-
niques are in fairly common use through-
out government. The Pentagon, however,
with an overall budget that looms so large
beside anything else, most likely is the big-
gest spender.

Taxpayers need information about gove
ernment but they don't need heavy sales-
manship and it is doubtful that any useful
purpose is really served by it. Most Amer-
icans have been convinced for a long time
that they need a substantial military estab-
lishment capable of insuring the natlon's
security and meeting its foreign-policy com-
mitments. Professional testimony to Con-
gress and advice to the President plus a
free flow of information to the press should
be largely sufficlent for public-policy deci-
sions on the specific needs of the Defense
Department.

The real danger in any government de-
partment's attempting to build a large prop-
aganda establishment is that it might prove
capable of developing its own political con-
stltuency, outside the normal traditions of
this nation’s government. It could thus be-
come difficult or even impossible for either
the President or Congress to adequately con-
trol the department's budget and natural
tendencies toward growth. Fiscal priorities
can get badly distorted that way.

The Pentagon's budget has grown so large
—partly as a result of the public's security
fears and the over-extensive foreign-policy
goals of past governments—that its spend-
ing affects the livelihoods of large numbers
of people. We do not raise the specter of a
possible military takeover here, as some
critics of the Pentagon might, since we
feel that the nation’s traditions of dem-
ocratic civillan government are strong ones
and are honored Inside as well as outside
the Pentagon. Yet the tendency of large in-
stitutions to generate their own lfe and
momentum, and thus become difficult to
reshape to changing needs, is an important
problem in itself. Self-salesmanship can
contribute to this tendency.

CBS was attempting to deal with a sub-
Ject that does deserve serlous consideration
—more serious than TV networks, with their
show-business propensities and personality
cults, ever seem capable of giving. The
Pentagon publicity budget should be cut
and so should publicity budgets of other
government departments that are inclined
to go beyond minimum informational roles.

There is, after all, a basic anomaly in
super-salesmanship campaigns by govern-
ment departments. They are, in effect, spend-
ing the taxpayers' money to sell the tax-
payer on letting them spend still more of
his money. The taxpayer would be better
served if he could find some way to sell gov-
ernment on spending less.

ALBERT N. JACKSON

HON. OLIN E. TEAGUE

OF TEXAS
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 7, 1971

Mr. TEAGUE of Texas. Mr. Speaker,
on Thursday, April 1, 1971, the Fourth
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Estate of this country lost a noble soul.
Mr. Albert N. Jackson, who rose from
a cub reporter to vice chairman of The
Times Herald Printing Co., publishers of
the Dallas Times Herald, over a span of
50 years passed away in a Washington
hotel. I was proud of the fact that Mr,
Jackson counted me as one of his friends
and under leave to extend my remarks in
the Recorp, I wish to include a news arti-
cle which contains the many fine tributes
paid to him by his many friends; as well
as the editorial which appeared in his
paper. However, all of the written words
or those expressed can adequately con-
vey my feelings for this fine gentleman
and American citizen who has departed
our midst.

[From the Dallas Times Herald, Apr. 4, 1971]

LEADERS OVER NATION PAUsSE To PAY TRIBUTE
TO JACKSON

Political and professional leaders across the
nation paused this weekend to pay tribute
to the late Albert N. Jackson, vice chairman
of the board of The Times Herald Printing
Co., who died in Washington, D.C., Thursday.

“Please extend my sincere condolences to
the family of Albert N. Jackson,” sald U.S.
Sen. John Tower in a telegram to James F.
Chambers Jr., publisher of The Dallas Times
Herald.

“The passing of one who contributed so
much is a great loss to the newspaper in-
dustry.”

U.S. Sen, Lloyd M. Bentsen Jr. described
himself as “deeply saddened” by the passing
of Mr. Jackson, who rose from cub reporter to
become one of the most prominent figures in
American journalism during his 44-year
newspaper career.

“Texas has lost a creative, contributing
citizen of great stature,” Sen. Bentsen sald.
“The journalistic profession has lost a dedi-
cated servant. And I have lost a true and
valued friend of many years.

“Albert Jackson's clvic contributions to his
beloved city, his state and the nation, his
leadership and lasting accomplishments in
his chosen profession, and the stamp of
his personality on the progress of an entire
state will be lasting testimony to his life.
He will be sorely missed.”

U.S. Rep. Earle Cabell, who was to have
dined with Mr. Jackson in Washington on the
evening of his death, sald:

“I regret the passing of my longtime friend.
Not only was he a man held in high esteem
in the journalism profession, but & man who
took an interest in people and public affairs
and was always in the forefront in leader-
ship of those interested in improving our
government and our government's func-
tions."

Messages of sympathy and condolence
came to Mr. Jackson’s family from a wide
range of people all over the nation, including
President Nixon, former President Johnson
and other national leaders to whom Mr. Jack-
son was a familiar and respected figure.

“Mrs. Smith and I were grieved to learn
of the death of Albert Jackson,” sald Texas
Gov. Preston Smith. “Mr. Jackson was a
longtime friend.

‘“His loss will be felt keenly by the news-
paper, his friends and the many thousands
of Texans who knew and respected him,
Texas journallsm has lost a valuable cham-
pion with his passing, and Mrs. Smith joins
me in expressing sympathy to his widow
and their daughter.”

U.S. Rep. Ray Roberts, whose district in-
cludes Mr. Jackson's hometown of McKinney,
recalled his aid and advice on many occa-
sions in the past,

“Texas has lost one of its great citizens,"
sald Rep. Roberts. “Albert Jackson came from
my hometown of McKinney and has been my
close personal friend for almost all of my life.
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“He was always available when I needed
his counsel. He gave freely of himself and
asked nothing in return. If the world had
more people with the professional under-
standing and courage of Albert Jackson, it
would be a better place in which to live.”

Dallas Mayor Erik Jonsson led the out-
pouring of sympathetic tributes from leaders.

“Above all,” sald Mayor Jonsson, “I will
miss Albert Jackson because he was my
friend. Enowledgeable in many ways; quiet
but warm and outgolng; wise and steady, he
could not be stampeded, nor would he waver
in the slightest degree when the going got
rough.

“Dallas truly has lost one of its most in-
formed, dedicated and concerned leaders.

“Mrs, Jonsson joins me in expressing our
deepest sympathy to Mrs. Jackson and their
family, on our behalf and that of the com-
munity.”

Added Dr. Luther Holcomb, vice chairman
of the Equal Employment Opportunities
Commission and former director of the Dal-
las Councll of Churches:

“He was an outstanding man of our times,
a man of exceptional insight and achieve-
ment, a foremost American, and above all a
man of greut goodwill, We shall mourn the
loss of a friend and colleague who for so
long personified the best in journalism.”

Maurice Hunnicutt, secretary of the Al-
lied Printing Trades of Dallas, recalled the
great intergrity with which Mr. Jackson, a
widely acknowledged labor expert, dealt with
labor unions as a newspaper executive.

“He was a great man and a great citizen,”
sald Hunnicutt. “He was fair and just in all
his dealings with all printing trades unions.
We will certainly miss him."”

Other tributes came from Mr. Jackson's
fellow journalists around the country.

““All of us here are deeply sorry to learn
of the passing of Albert Jackson,” wired
Richard Lloyd Jones, editor of the Tulsa
Tribune. “His knowledge of the newspaper
business was respected nationwide.”

Mason Walsh, former managing editor of
The Times Herald, sent condolences from
Phoenix where he is now editor of the Ari-
zona Republie,

“Albert's guidance, counsel and friendship
meant much to me during our years of as-
sociation at The Times Herald,” sald Walsh.
“Our prayers are with you.”

8, B. Whittenburg, president of the Am-
arillo Globe News, said “Albert has been
a great contribution to the newspaper pro-
fession. We will all miss him.”

|From the Dallas Times Herald, Apr. 2, 1971]
ALBERT N. JACESON

There are many ways and of varying de-
gree in which a man can serve his fellow man.
We believe one of the best is in the capacity
of an able, consclentious, dedicated profes-
sional journalist,

It was in that capaclty that Albert N.
Jackson chose to serve his fellowmen. And
Albert Jackson served them thus in the high-
est degree.

At the time of his death Thursday, Mr.
Jackson held the position of vice chairman
of the board of The Times Herald Printing
Company. But he had reached that position
through nearly half a century of service with
The Times Herald as a reporter, as an edi-
tor and then as a company executive.

But we who knew him best remember him
best for his work as a reporter and political
writer. And of all his positions, he was
proudest of having been a good reporter. The
fact is that he was more than just a good re-
porter. As the publisher of this newspa-
per, James F. Chambers Jr., a long-time per-
sonal friend, said, ““Albert was the most pro-
fesslonal journalist I've ever known. He was
a meticulous reporter—the smallest details
were all there in his storles.”

Mr. Jackson spent some 15 years of his
career as a journalist reporting Dallas munie-
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ipal affalrs. And it was there that he made
probably his greatest contribution to the
people of this ecity.

Mr. Jackson came into this fleld of jour-
nalism at the time the City of Dallas was be-
ginning its transition from a comparatively
small city to a great metropolis. And through
his scrupulously honest reporting and more,
through his campaigning for good govern-
ment, through his advice and consultation
with civic leaders of the city, Albert Jackson
had a major hand in helping fashion and en-
courage the excellent city government Dallas
has enjoyed for so many years.

But Albert Jackson's influence for good in
government went far beyond the city limits
of Dallas. Over the years he became the
friend of governors and other state officials,
of congressional leaders and of presidents.
All of them sought his advice and counsel,
not only on political matters but in the
broader matters of state, at all levels of gov-
ernment, from the lowest to the highest.

For they recognized in Albert Jackson, as
did all of his legion of friends, a man not
only of consummate political acumen but of
fundamental wisdom as well, a wisdom which
grew out of a deep understanding of, and a
deep sympaihy for, people.

These characteristics were manifest in the
great host of persons who knew him as a
friend. Indeed, hundreds upon hundreds of
persons, from the lowest rank to the high-
est, will mourn his passing.

This city, this state, the nation, and most
of all, this newspaper, will miss him. All of
these and all of the multitude of people who
were his friends are better for his having
lived among us.

LIEUTENANT CALLEY

HON. WILLIAM S. BROOMFIELD

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr. BROOMFIELD, Mr. Speaker, the
conviction and sentence of Lieutenant
Calley has become as controversial an
issue as the entire question of our in-
volvement in Vietnam, The wide variety
of responses from the American people
reflect the profound dissension that has
torn our country: One group argues that
Calley cannot be held responsible for ac-
tions he took in pursuing his orders; an-
other claims that he is only a scapegoat
for the military and civilian leadership;
and still a final segment of the public
points out that, regardiess of his orders
and regardless of American military pol-
icy, Calley has committed a crime that
cannot be excused under any ecircum-
stances.

From this general disagreement we
may draw one conclusion with certainty:
That it is difficult, indeed, to apply the
rule of law to a wartime situation, that
we expect, perhaps, too much when we
ask a soldier, stung by the deaths of his
friends in the past and doubtful of his
own survival in the future, to distinguish
between the legal and the illegal actions
of war.

The basis of the Army’s policy toward
nonbelligerents is contained in a manual,
the “Rules of Land Warfare,” which runs
well over 100 pages and covers subjects
unknown to most lawyers, let alone most
soldiers. I doubt that many servicemen
actually know the types of protection
offered to civilians under the different
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circumstances of war; I doubt, more-
over, that many officers realize that a
certain status of civilian is not protected
by law and may, in fact, be subject to
reprisal. These are critical aspects of our
policy toward nonbelligerents, yet they
are practically unknown to the majority
of our soldiers.

When we apply the rule of law to a
wartime situation, we are asking that all
these considerations be carefully weighed
by the individual soldier before he takes
action—a difficult task under normal eir-
cumstances, and an almost impossible job
in the heat of battle.

The military has recognized this prob-
lem and simplified the decisionmaking
process down to the following question:
would the action taken be understood as
legal by a right-thinking, rational man?
This, I would agree, is a substantially
more realistic criterion. But, even here, a
certain difficulty persists, for, while law is
based on reason, soldiers act, for the most
part, on instinct—the instinet of survival.
‘We are asking men to be rational when,
in fact, they depend almost exclusively
upon their natural will to live.

As long as there are wars, of course, we
can still do everything within our power
to see that they are fought with some re-
gard for the innocent. The laws of war
have undoubtedly saved lives, and for
that reason alone must be continued and
improved. What I have tried to indicate
in the foregoing discussion is the simple
fact that, worth while as these laws surely
are, they cannot be applied as evenhand-
edly as we would like; that they create
enormous problems for the man in uni-
form and that they ask of him somewhat
more than we can or should expect.

Consequently, the prosecution of those
accused of violating the laws of war must
take into account the trying circum-
stances under which the alleged violation
took place. The accused should be
granted every benefit of the doubt and
every legal right that is consistent with
the American system of jurisprudence.
Unfortunately, under the Uniform Code
of Military Justice, this is not the case.

Under the Code, military courts are
required to function within the same
framework as our Federal and State
courts. Yet, in the case of Lieutenant
Calley, we found that he could have been
convicted by less than a unanimous de-
cision of the six-member jury, a possi-
bility which runs directly counter to a
key principle of the American judicial
system; that which requires the unani-
mous concurrence of the jurors in any
conviction. In other words, under the
Uniform Code a soldier is treated less
equitable than he would be in the regu-
lar, civilian courts.

As I have already taken the pains to
demonstrate, the soldier has enough
trouble just obeying the laws of war. We
do him a severe injustice when we fur-
ther deny him his constitutional right
to a fair trial.

I have joined Congressman LaTtTa in
introducing legislation that would amend
the Uniform Code of Military Justice to
require unanimous concurrence of the
jury before a conviction can be handed
down. Until the day when we have no
more wars and we need no more laws
to govern them, we must make every ef-
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fort to see that our present rules meet
the basic standards of American juris-
prudence. Our servicemen deserve no
less.

IS LIEUTENANT CALLEY TO BE OUR
CONSCIENCE?

HON. OLIN E. TEAGUE

OF TEXAS
IN THE HOUSE OF REPRESENTATIVES
Thursday, April 15, 1971

Mr. TEAGUE of Texas. Mr. Speaker,
there has been much written both pro
and con relating to the Calley trial. Mr.
Felix McKnight, editor of the Dallas
Times Herald, however, has written by
far the best insight to this problem. I
cannot elaborate on what he has writ-
ten and, therefore, under leave to extend
my remarks, I insert Mr. McEKnight'’s
editorial in the Recorp at this point.
[From the Dallas Times Herald, Apr. 4, 1971]

CaseE oF Lt. Carrey: Is HE To Be Our
CONSCIENCE?
(By Felix R. McKnight)

Why, in the name of God, make the 27-
year-old Willlam Calleys pay at hard labor
through life so that the artisans of war can
crawl from the mudholes of history to the
wash basin?

Is this ramrod Floridlan, whose tears were
even disciplined as he stood before his jury,
supposed to be our conscience?

Is he, by life in a stockade, supposed to
be the total atonement for the million trag-
edies that are the footnotes to war manuals?

Must Lt. William Calley, in one sweep of
righteousness, be the cleansing agent for
massive World War II bombings that obliter-
ated cities and brought other men the Con-
gressional Medal of Honor?

Are we, In currently recounting the miser-
ies of man’s wars, to go back and prosecute
Commander-in-Chief Harry S. Truman for
the premeditated extinction of hundreds of
thousands of civillans in the atomic erasure
of Hiroshima and N ki?

Do we call back for trial Gen. Killer Eane,
wearer of the Medal of Honor, for leading
his cluster of lethal B-24 bombers on a raid
that leveled the military target of Schwein-
furt? Or the bomber swarms that burled
Dusseldorf, Bremen, Cologne?

The Allies arose from the ashes of Britain's
Coventry after mass burials of their civillans
to retaliate in savagery against enemy citles.

Remember Audie Murphy, the freckled kid
from Commerce, of the same slight, Calleyish
build? Audie wears the blue-ribboned Medal
of Honor for single-handedly dispatching
240-0dd Nazis and shattering enemy ma-
chine-gun nests that had been killing and
maliming his fellow soldlers.

Audie's act was premeditated; committed
in the wrath that comes from seeing a
buddy’s blood.

William Calley stood unshakable before
his jury the other day—except for tears that
wet his cheeks—and told them he shot at
My Lai for the same reason:

“If I have committed a crime, the only
crime I have committed is in judgment of
my values . ., Apparently I valued my troops’
lives more than I did the enemy ... That was
my enemy out there and I had to value the
lives of my troops ... That is the only crime
I have committeed.”

Calley sobbed his final plea:

“You stripped me of all my honor. Please,
by your actions, don't strip future soldiers
of their honor—I beg of you . . .”

It is unthinkable that Willlam Calley, a
nice young guy dislodged from civilian life
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and given a gun to fight 8,000 miles away in
some cause we are now departing, would
walk the streets of his hometown Miami at
high noon and gun down women and children
and old men in monk’s cloth.

William Calley, the records show, com-
mitted his first sin at My Lal. His trial,
orderly and conducted within the strict
structure of military law, found him guilty.
Jurors publicly sald they combed back
through the thousands of pages of testimony
to grasp words that would prove him in-
nocent. They did not find them—Dbeyond rea-
sonable doubt.

The harsh judgment rendered is to be ques-
tioned. The severity of sentence appalled
America. It undoubtedly will be reduced as
Lt. Calley lives in reflection and remorse
through appeal procedures.

President Nixon, vested with final com-
mutative authority, will decide the case of
William Calley. It will take Solomon’'s wis-
dom to declde the moral issues that go with
it; issues that have crystallized in the futility
of the Vietnam conflict.

No—this should not be the lot of William
Calley. But perhaps the system that got
him there should be called into the witness
box.

It is late in the game to start indicting
the military. So we ask again, as generations
before, what price war? Do we finally use
every resource reborn by the Calley affalr to
end the scourage that—left with more My
Lals, rapes of Poland, etc.—will end us all?

War, at its sorry best, s a concoction of
anguish, distrust, misery and impetuous acts
of dishonor. It is the sordid game that ends
in no decision; only the pause before the next
shooting, the next My Lai.

The polison of war; the discipline that says
clean out a resistance pocket or get cleaned
out yourself, has made Lt. Calley reflect
on many things. It caused him to say, even
before his jury found him guilty of premedi-
tated murder—whatever that is in war:

“My Lail was a small tragedy in a small
place. But, for once, man was about to see all
the hells of war. I can't say that I am proud
of being in My Lai or participating in war.
But I would be extremely proud if My Lai
shows the world what war really is . . .»

WHAT THE AMERICAN FLAG MEANS
TO ME

HON. THADDEUS J. DULSKI

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES
Thursday, April 15, 1971

Mr. DULSKI. Mr. Speaker, more than
9,000 students in the publie, private, and
parochial schools of Buffalo and Erie
County, N.Y., engaged in an essay con-
test conducted recently by the Buffalo
Evening News and the Erie County
American Legion and Auxiliary.

This was the 42d annual contest, and
12 winners were chosen from among the
entrants in the sixth through the 12th
grades of some 300 schools in the county.

The prize—as in the past—was a long
weekend trip by air to our Nation’s
Capital over the Easter holiday weekend.

In the Capital the winners received
VIP treatment arranged by the spon-
sors, including a private bus which took
them to historic sights on a carefully
prearranged and all-inclusive schedule.

In explaining the topic for the 1971
Americanism essay contest, “What the
American Flag Means to ME,"” the spon-
sors said:
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What do you see when you look at the
American Flag? We hope that what you
see is more than some red, white and blue
cloth.

The American Flag is the emblem of our
Thought, Purpose, Unity and Power as a
Nation, and it has no other character than
what we give it from generation to genera-
tion.

We do not seek a collection of patriotic
cliches in the essays on “What the American
Flag Means to Me.” We would like the young
men and women eligible to participate in
this competition to think about our Flag and
then frankly express what it means to them.

The essays were given preliminary ex-
aminations by Russell F. Tripi, past com-
mander of Coast Guard Post 1529 and
chairman of the 1971 Americanism Essay
Contest Committee of the Erie County
American Legion, and Mrs. Betty But-
tery, junior past president and Ameri-
canism chairman of the Legion Auxiliary.

The final judging to pick the six boys
and six girls as winners was conducted
by Dr. Joseph Manch, superintendent of
Buffalo public schools, the Very Rev-
erend Monsignor Leo E. Hammerl, su-
perintendent of schools for the Catholic
Diocese of Buffalo, and Elwood M. Ward-
low, managing editor of the Buffalo
Evening News.

The essays this year are of exceptional
quality, and the winners are fine young
citizens. Following are the texts of the
winning essays:

WHAT THE AMERICAN Frac MEANS To ME

(By Mary A. Elniski)

(Miss Elniski, 16, of 6 South Lane, Buffalo,
was winner of the Girls Division of the Buf-
falo Public High School classification. Her
teacher is Lilllan Palermo.)

A red, white, and blue banner—the sym-
bol of our nation—or is it? In today's world,
most people’s thoughts end at those colors.
For me, however, that is where they begin.
Bravery, valor, and bloodshed went into the
making of America, all summed up in the
flag we display in our classrooms, public
buildings, parks, and courthouses.

It would be difficult for me to teach some-
one else to love the American flag and all
it represents. Only someone who has lived
through the erises and triumphs our coun-
try has faced could experience the love and
respect which our flag deserves.

To each of us, the American flag holds a
different meaning. In me, it instills a feeling
of pride and loyalty. We Americans have
lived through many trying times. War, blood-
shed, inflation, unrest, depression—all of
these have played their part in America's
struggle to become great. Some people feel
we will never reach this goal, bu®, in my
opinion, we have not only reached it—we
have passed It.

Often it is hard to admit defeat and still
keep trying. Yet, I think our nation has been
a unique example of perseverance and pa-
tience. I would be the first to uphold our
country’s honor, for I feel I owe America
much more than I could ever repay in one
lifetime.

Freedom and liberty are only two of the
many things I have been endowed with as
a citizen of the United States. They may not
seem like much to the average American, but
I'm sure a citizen of Russla or perhaps
Yugoslavia would be more than happy to
trade places with me, if only they knew
what it 1s like to be able to live the way
they want to in a free land.

All these things are represented in the
American flag. That is why our symbol of a
free and independent nation means so much
to me. When the “Star Spangled Banner”
plays, I will be one proud American who will
stand and salute the red, white, and blue.
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(By James Lee, Jr.)

(Mr. Lee, 17, 521 East Utica Street, Buffalo,
a senlor at Seneca Vocational High School,
was winner of the Boys Division of the
Buffalo Public High BSchool classification.
His teacher is Gertrude R. McGee.)

The American flag is a symbol of a nation.
It represents the people of the United States.
Undoubtedly it means more to some indi-
viduals than others, for today many people
deliberately desecrate it and denounce what
it represents by their vicious statements and
actions.

I heard it remarked that the United States
had no business in Southeast Asia and so
any attempts to bring about a peaceful
settlement militarily is an unjustifiable act.
Instead It was claimed we have s0 many
problems at home that one should cease
tryilng to be “policeman” of the world and
patrol our own back yards.

As a black American, I am a firm believer
in the United States government, Possibly
we could have avolded intervention in the
Boutheast Aslan conflict at its outbreak. We
are, however, undoubtedly past that point
at present; therefore, we should deal with
the present situation. It is easy for us
uninvolved individuals to sit back and read
today’s newspaper and say what should have
been done at the time of American inter-
vention, but we find ourselves baffled when it
comes to offering suggestions as to how to
further Vietnamize the war. It s easier to
criticize what has been done, to vent our
frustration on the flag, than to offer con-
structive suggestions for the elimination of
the problem.

There are many agencies instituted by the
government for solving domestic problems,
financial and otherwise, especially those of
black people. Our country has made the
finest attempt In history to unite various
races of people and with commendable suc-
cess. The brave men who have been killed
defending our flag of the United States were
of no one race, color or creed.

The flag then, for me, represents people of
different ethnic and social backgrounds, all
Americans, all working together to reach
the ultimate achievement—peace. I feel that
this attempt in itself demands great respect
as it represents in microcosm what the whole
world must eventually do. This, then, is
what the flag symbolizes for me, the pace-
setter for the world. I pledge my alleglance
to it therefore with pride and sincerity.

(By Sarah F. Epps)

(Miss Epps, 14, 186 Box Avenue, Buffalo, is
an eighth grade pupll at Genesee Humboldt
Junior High School and was winner of the
Girls Division of the Buffalo Public Elemen-
tary School classification. Her teacher is Mary
Carson.)

The American flag to me symbolizes my
country—its past and present, and the future
it holds in store for us.

As a young Afro-American I see in the flag
the inglorious past of my ancestors who were
so ruthlessly enslaved centuries ago. It's
almost impossible for me to conceive how
they managed to survive the backbreaking
labors and merclless treatment which so
often accompanied their bondage. Yet, in
spite of hardships and privations, many of
them were able to accomplish much in pro-
moting the greatness of this country. I am
proud of my heritage from such black an-
cestry as Phillls Wheatley, poetess; Harrlet
Tubman, a great humanitarian; Booker T.
Washington, educator; George Washington
Carver, a renowned sclentist; PFrederick
Douglas, orator and politiclan; and count-
less other distinguished Afro-Americans.

On the other hand, reviewing the results
of such great Americans as Abraham Lincoln,
Willlam Lloyd Garrison, John Fairfield and
other abolitionists, it is obvious to me that
our Star Spangled Banner symbolizes both
the virtues and the imperfections In our
country.
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Slavery was like a festering sore which
healed but left behind prejudice, segregation,
and racial unrest as grim scars upon the
faces on this country so the present is rather
chaotic. Rapid changes are occurring, some
resulting in harmony, some in friction.

However, the flag also holds the promise
of shining days ahead for all of us in which
the famed dream of Dr. Martin Luther King
will become a reality and every American,
regardless of race or creed, will join hands as
brethren under our flag, the symbol of our
great nation.

(By Thomas Kunz)

(Mr. Eung, 13, 437 Seventh Street, Buffalo,
Is an eighth grade pupil at School No. 1 and
was winner of the Boys Division of the Buf-
falo Public Elementary School classification.
His teacher is Leila Plel.)

A nation's flag is a stirring sight as it files
in the wind: Its bright colors and striking
design stand for the country’s land, its peo-
ple, its government, and its ideals. A coun-
try's flag can stir people to joy, to courage,
and to sacrifice. Many men and women have
died to protect their natlonal flags from dis-
honor and disgrace. Every citizen should
know how to honor his nation's flag.

The American flag, with stars and stripes,
symbolizes unity of its fifty states. The color
red represents courage—courage of our sol-
diers who saved the honor of our flag; white,
for purity and innocence; blue, for vigilance,
perseverance and justice.

Being a citizen of this great and noble
country is an honor and privilege that I shall
always treasure. Among the many qualities
represented by the flag, the greatest to me are
freedom and justice. An American citizen is
free to maintain physical, educational, social,
and religious freedom. This fact makes our
country very unique. In many countries of
the world today people are suffering, due to
the freedom that has been taken away from
them.

I feel fortunate to live in a country that
places a high value on justice for all. For
example, each person is treated the same, re-
gardless of race, color or creed. I hope that
I, too, will always be able to practice this
virtue in regard to my fellow-man.

The American flag, to me, will always be
worthy of great respect, since it has proven
its strength and ability by outliving many
times of peace and war.

(By Linda C. Fischer)

(Miss Pischer, 15, Vermont Hill Road, Hol-
land, is a ninth grade pupil at Holland Cen-
tral Junior High School, and was winner of
the Erie County Public Junior High School
classification. Her teacher is EKathryn Du-
mansky.)

When pledging alleglance to the American
flag, I think of what the flag means to me.
It represents sacrifice, struggle, courage
freedom, loyalty, faith, and equality. To me
the flag symbolizes, not only the achleve-
ments reached in the past, but the oppor-
tunities that we have in the future. It makes
me realize that the goals of justice, equal
rights, and peace have always brought forth
problems to be solved. When I think of these
goals, I believe the flag really stands for chal-
lenge. It is the challenge of improving our
country and achieving peace. I know this
means that I must try to do what I can to
help. Thus, the flag means loyalty and re-
sponsibility to me.

Every time, I look at our flag and see its
fifty stars, I feel proud of the American
ploneers and immigrants who settled and de-
veloped our country. From the time the first
men had the courage to leave their homes in
foreign lands and search for freedoms they
wanted, there has been a continual stream of
people moving to our land. They used their
small savings to provide schools and to build
churches. When they were able, they in-
vested In enterprises and factories that made
our modern standard of living possible. They
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developed democracy from the time of the
New England town meetings to the state
and federal governments today. All this
achievement means success. Therefore, the
flag means that we have succeeded in the
past and that we can hope to succeed in the
future. It brings faith and hope to me.

As our flag represents the story of our
democracy, it illustrates for me the achieve-
ments of the past and points toward success
in the future. It reminds me that the quali-
ties of faith, courage, sacrifice and ambition
will be needed to preserve our democratic
country.

(By Robert R, Clark)

(Mr. Clark, 18, Rockwood Road, Boston,
is a junior at Eden Central High School and
was winner of the Boys Division of the Erie
County Public High School classification. His
teacher is James G. Duffy.)

Each morning I stand In homeroom and
pledge my allegiance to the flag hanging in
the corner and to the “republic for which it
stands.” But, isn't that flag up there more
than just something to say a few words to
every morning? It stands for my country
that I love, and to me the words in that
pledge are real and meaningful.

There are many things wrong with my
country. There is pollution in her water and
her air, there is violence in her streets and
hate in her cities, there is war away from
home and war against that war at home.
But, still I love my country and flag that
stands for it.

Sometimes, when I look at the flag, I see
only the red which reminds me of the blood
men have shed to keep that flag in front of
my room. That same red reminds me that
some day my blood may be spilled in defense
of that flag and the country it stands for.

The stars on the fleld of blue remind me
of night. They remind me of nights men
have spent in damp holes in the ground to
protect my flag and my country. They remind
me of nights men have died and of nights
men have wept because of the loss of a friend
or just at the folly and Inhumanity of war.

But, when I look at the white, I think of
the good my flag represents. I think of a great
and beautiful country I can call mine, and
I'm thankful. I realize that there are many
things wrong with her: Pollution, dissent,
racial prejudice, ghettos, withering ecology,
and far too much hate. But, these things
must not be blamed on America herself, but
on her people. Someday her people will wake
up and make right the injustices they've
committed against her. Someday her people
will stop hating and start loving one an-
other. Best of all, someday everyone, not just
the majority, but everyone will be proud, as
I am, to be an American.

(By Frank J. Rusinskl, Jr.)

(Mr, Rusinski, 11, 72 Hedley Street, Sloan,
is a sixth grade pupil at Grover Cleveland
Elementary School, Sloan, and was winner of
the Boys Division of the Erie County Junior
High School classification. His teacher Is
Gloria Spavento.)

There is a considerable controversy today
about our American flag. Some people belleve
that it has lost its true meaning. Some people
feel that the flag is nothing more than a
plece of material. They have even used it for
clothes and rags saying that is all it is worth.
This makes me very angry because the flag is
& symbol of America’s past and it also serves
to remind others of our great country.

Our country is not perfect but our flag is.
Our filag should not be worshiped, but we
should pay honor to what it stands for. We
do not destroy churches simply because all
people do not believe in Christianity; so we
should not destroy our flag because all people
do not believe In America.

When I see our flag I do not think of all
the mistakes our country has made, I remem-
ber all the good things my country has done.
I think of the very wise men who wrote our
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Declaration of Independence and our Consti-
tution. I think of the very brave men who
have died in wars for our country’'s safety. I
remember George Washington, Abraham
Lincoln, and John and Robert Eennedy.

Symbolism is important even to the people
who destroy our flag. They wear peace sym-
bols. They grow their hair long to symbolize
their independence from soclety. They dress
in a way to show you they are different. I
would never destroy any of their symbols or
tell them that they are unimportant just
because I don't believe as they do. I ask that
they stop destroying my flag. They have their
symbols and I have mine, This freedom of
choice is what my flag represents.

(By Barbara J. Paradowski)

(Miss Paradowski, 16, 11857 Sisson High-
way, North Collins, is a junior at North Col-
lins Central High School and was winner of
the Girls Division of the Erie County Pub-
lic High School classification. Her teacher is
Paul DeSantis.)

In the light of the season, America reflects
her God given light with growing uncer-
tainty. She is questioning, gradually di-
verging from the secure past she once en-
joyed. As a citizen and part of America, I
too am experiencing the profound uneasi-
ness of my country as she battles living
social specters and other products of her
past. It is with this concept that I view the
American flag.

Study halls afford time for contemplation,
and it was during one of these study halls
that I detected “Old Glory"” rippling in the
breeze. I stood witness as mother nature
breathed life into the colorful soil and sent
its groping edges into the unexpired depth
of the sky. Almost immediately, visions of
Lexington and Concord were brought to
mind. I also imagined Francls Scott Eey fer-
vently scribbling words to the Star Spangled
Banner and man implanting his first foot-
steps on the lunar surface. There, lumped

in one plece of cloth lived America’s glori-
ous and unmatched past, a past where pres-
ent and future seemed worlds apart. Dis-
crimination, poverty, war, drugs . . . could
these things also be represented by the

courageous super symbol which boldly
snapped at the air? Why did it seem so proud
and yet so lonely?

Our flag is the bearer of our pride along
with our sorrow. If this country is worth
loving, then we must share the burden which
the flag has carrled for so long. Only we as
citizens can restore to our flag the glory
which it once knew.

I do not plan on deserting my flag or the
country it symbolizes. I have no intentions
of criticizing it until its colors fade from
despair and its starched cloth withers be-
neath my criticism. Love is much stronger
than hate, and only through the efforts of
love will pride of past and present be re-
stored to the American flag.

(By Raymond Eazmierczak)

(Mr. Eazmierczak, 13, 94 Fay Street, Buf-
falo, is an eighth grade pupil at St. Luke
School, Buffalo, and was winner of the Boys
Division of the Private and Parochlal Ele-
mentary School classification. His teacher is
Sister M. Edwardine.)

The American flag to me is a symbol of our
country; a symbol of how our country start-
ing with thirteen original colonies developed
into one of the strongest nations in the
world. To me the flag is a barrier protecting
our free world against the world of com-
munism. It is being united as one nation
to uphold the flag. The flag stands for free-
dom for all people no matter if they are
black, white, red, or yellow.

To me the flag represents the peace and
tranquility of our nation. It is walking down
the street and speaking freely; it is walking
into any church without the fear of being
thrown out or arrested. It means freedom of
choice—being able to pick out anyone we
want for our President. It is criticizing some-
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thing we don't like or speaking up against
someone we don't agree with in office.

To me, it is fighting anyone who tries to
break up our country and it is not being
oppressed by harsh laws but being governed
by reasonable laws.

1 think our flag means we should try to
work for our freedom, for our peace, and for
our happiness. It 1s working together and
not against each other. Our flag stands for
our country so it may be always united as
states.

(By James S. Boczarski)

(Mr. Boczarski, 16, 115 Gualbert Avenue,
Cheektowaga, is a junior at Bishop Turner
High School and was winner of the Boys
Division of the Private and Parochial High
School classification. His teacher i1s Rev-
erend Francis Braun.)

The thirteen stripes and fifty stars that
fly over this land mean much more to me
than just a design on a piece of cloth. For
that design, which is displayed on automobile
windows by middle class suburbanites, ir-
reverently worn by dissatisfied college stu-
dents, and pompously praised by Iinsincere
politicians is the same symbol that repre-
sents those suburbanites, students, and poli-
ticlans. It is the same symbol that represents
all Americans and their ideals.

When I see the Star Spangled Banner fly-
ing proudly over Amerlca, I think of the
rich, bountiful soil that my country has
given me, and my duty to keep it that way,
I see the towering trees and sparkling rivers,
the majestic mountains and crystal lakes,
and my duty to preserve them. I see oppor-
tunity for me to advance in knowledge and
position, and my duty to protect this oppor-
tunity for others. I see failr and just laws,
and my duty to be fair and just myself. I
see all the Americans, the ploneers and the
patriots, the farmers and the industrialists,
the workers and the statesmen, who have
built my America; and I see the citizens of
tomorrow, whose America I shall build.

With hope in my heart and strength in my
arms, I will see to it that those who follow
will be able to enjoy the America that I do,
respect the flag that I do, and have a feeling
of service as I do; because unless every resi-
dent of this country devotes his efforts to
the preservation of his beliefs, there will be
less of a flag for his descendants to fly.

Let us, then, dedicate ourselves to our
home, and our emblem of red, white, and
blue.

(By Margaret N. Harrigan)

(Miss Harrlgan, 13, 217 Highgate Avenue,
Buffalo, is an eighth grade pupil at St.
Joseph School and was winner of the Girls
Division of the Private and Parochial Ele-
mentary School classification. Her teacher is
Sister Richard Marie.)

To me, the American flag means my home-
land, the United Sates of America, a country
rich in resources, vast expanses of land, and
people, good, bad, black, red and white, but
all Americans,

The stars on the flag represent fifty states
joined together In one republic, sharing
problems and good fortune. Though once
divided, they were brought together again
after a war, to be rebuilt into an even strong-
er nation. The thirteen stripes symbolize the
first states which were the origin of our great
country.

The American flag means everything our
country and our citizens have done. I think
of the great Americans who have lived
through the years—poets, writers, presidents,
scientists and political leaders.

The flag reminds me of the wise words of
Thomas Jefferson, the Declaration of Inde-
pendence, Lincoln's Gettysburg Address and
the Constitution.

The American flag represents to me one
of the strongest nations on earth. It shows
me a country exploring the universe and
landing men on the moon,
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I see in it the freedom men fought for, and
are now fighting for, in many places. The
flag means to me the bloodshed in Vietnam,
the lives lost in Korea and the two world
WATS.

Our flag stands for many different people,
each unique, of many backgrounds, in &
country where the people are the govern-
ment.

When I see the fiag, I think of July Fourth,
1776, when we became the United States of
America, free from England.

The flag tells me I am an American, and
feel proud! Our country isn't perfect, we
have many problems. I see pollution, riots,
drugs, poverty, racial discrimination and war
when I look at the flag, but I can see, too, &
country that I am glad to be a part of—the
United States of America!

(By Jane Marle Daniels)

(Miss Daniels, 16, 310 South Third Street,
Olean, was a junior at Villa Maria Academy,
Cheektowaga, at the time of the contest and
was winner of the Girls Division of the Pri-
vate and Parochial High School classifica-
tion. Her teacher is Sister Anne Marie.)

We were taught to honor it; times have
made some hate it. It's considered a trade-
mark of freedom, for it symbolizes justice,
honor, and equality—Ilong sought and fought
for. But what does the American flag mean
to me?

It means a heavy debt, I owe it much. Its
inspiration to our country's leaders has given
me the Constitution, the Bill of Rights, the
13th, 14th, and 15th Amendments. It also
means my passport to a decent life, my self-
respect, my dignity, my pride. It has given
me the freedom to accept it or reject it. I
have accepted it and it has treated me well.
It is my freedom to laugh, to play, to work,
to cry, to be myself.

Although troubled times may cast doubts
on my acceptance of the flag, I realize that I
myself have often been responsible for those
doubts. What have I done to promote justice,
lessen discrimination, support my fellow
Americans, diminish poverty, or solve en-
vironmental problems? When our country
fails, who do I blame—the government, the
police, the politicians, my parents? I can
only say “we."

“We the people of the United States" are
to blame. I know we've made many mistakes
in the past and there will be more in the
future. But, the flag is also a hope—a hope
that we have the patience and understanding
the perseverance and courage to never give
up searching for the truth.

The meaning the flag has for me will, I
expect, continue to emerge, develop, and ex-
pand as I become more directly involved with
the world and the people around me. I hope,
however, that my present attitudes, my ac-
ceptance of the flag will influence my future
behavior, so that the flag will always remain
an important symbol of freedom to me.

DEAF STATE BASKETBALL CHAM-
PIONSHIP WON BY HUDSON
CAGERS

HON. DOMINICK V. DANIELS

OF NEW JERSEY
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 7, 1971

Mr. DANIELS of New Jersey. Mr.
Speaker, I am tremendously proud of
the group of men in Hudson County who
have won a remarkable victory in the
New Jersey Athletic Association of the
Deaf State Basketball Championship.
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The team won its championship after
a 14 to 0 winning season by sweeping the
tournament in two games. This was the
first time New Jersey had representation
in the Eastern Tournament in 17 years.

Members of the team are: Tom
Cooney, coach; Barri Snyder, captain;
Mike Slomkowski; Desmond Hitchman:
Peter Rozynski; Ray Sturm; Conrad
Fleetwood; Mike Drury; Ralph New-
berry, and Simon Bacino, manager.

I am inserting in the REcorp a news-
paper story from the Jersey Journal of
Feb. 15, 1971, which details their ac-
complishment. The insert follows:

HuUDsoN DEAF CAGERS CAPTURE STATE TITLE;
EYE EasT CROWN

Hudson County will carry the banner of
the New Jersey Athletic Association of the
Deaf into the Eastern A. A. Championship
Tournament later this season in Brooklyn.
Tom Cooney’s resourceful Hudson-Cagers
won the New Jersey diadem and the coveted
Jersey Journal Trophy Saturday with a bril-
liant triumph over the Delaware Valley
quintet.

The score was 98-59 and the issue never
was In at the Martin Luther King School,
Jersey City, as coach Cooney's champions
jumped off to a quick 14—4 lead.

Mike Slomkowski checked in with 26 re-
bounds and 20 points as he gunned the
Hudson hoopsters’ attack. Barri Snyder rolled
up 17 rebounds as he alded Slomkowski in
keeping the ball away from the agile Dela-
ware squad.

Ray Sturm and Mike Drury bobbed up
with a dozen assists apiece for Hudson.
Others excelling for Hudson were Conrad
Fleetwood, Desmond Hitchman, Pete Rozyn-
ski and Ralph Newberry. Hitchman had 20
points and Rozynski 14 while excelling on
defense.

Singularly enough, the most wvaluable
player award went to John White of Dela-
ware Valley. He pumped in 23 points and
was a bearcat on offense and defense all the
WAY.

The tournament All-Star quintet com-
prised Slomkowski, Hitchman, White, Dom
Garzarelll and Bill Kahley of Delaware
Valley.

Pretty, pert Debbie Detzel of Jersey City
was crowned Miss N.JAAD. at a victory
party held in the winner's clubrooms in
EKearny.

Hudson County crashed into the finals by
thrashing Garden State, 79-45, in the semi-
finals, while Delaware Valley ousted Phila-
delphia, 55-53. The Quaker City boys were
heavy favorites but went reeling to defeat
when Harry Warner converted two free
throws with 16 seconds left.

Starring for Philadelphia were Robert
Sheak, Frank Chesney and Bill Huttinger.
White registered 18 points to cop scoring
laurels.

Outstanding performers for Garden State
were Ronnie Pastor and Pete EKaramitas.

The scores:
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DEBORAH STEVENSON WRITES ON
THE DECLARATION OF INDE-
PENDENCE

HON. OLIN E. TEAGUE

OF TEXAS
IN THE HOUSE OF REPRESENTATIVES
Thursday, April 15, 1971

Mr. TEAGUE of Texas. Mr. Speaker,
the young daughter of an acquaintance
of mine has written a short paper on the
Declaration of Independence which I
would like to share with the Members of
the House. Under leave to extend my re-
marks, I insert herewith “The Declara-
tion of Independence—Its Origin, His-
tory, and Result,” written by Miss Debo-
rah Stevenson of Corpus Christi, Tex., at
this point in the Recorb.

THE DECLARATION OF  INDEPENDENCE—ITS
OriciN, HisTorRY, AND RESULT

(By Miss Deborah Stevenson)

Every man knows that one must have a
firm foundation on which to build any
structure. But even more important than the
foundation is the ground on which one in-
tends to build. This is exemplified In a para-
ble. One man built his house on the sand.
Another man built his house on a rock, When
the winds came and the water rose, the
man’s house that was built on the sand was
blown and washed away. But the man's
house that was built on the rock stood firm.
The Constitution of the United States of
America is the foundation from which our
America rises. But the Declaration of Inde-
pendence is the ground on which the foun-
dation of the Constitution was lald,

On the Fourth of July people ring bells
and pop firecrackers to celebrate the birth-
day of a great nation—the United States of
America. For this was the day that the mem-
bers from twelve of the existing thirteen
colonies voted to accept the Declaration
But it was not until July 8, four days later,
that the common people learned the actual
words. To these people, however, these words
came as no surprise. The war against Eng-
land had already begun. Lexington, Concord,
and Breed’'s Hill were already dates in his-
tory. The spirit of independence had spread
throughout the land. Many men were ask-
ing, “Is not America already independent?
Why not declare the fact?”
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But why were these men writing declara-
tions of independence? Why were these men
willing to fight a war with the recognized
ruling power of the world? The answer can
be found in the Declaration itself, The doc-
ument begins with the statement that
when it becomes necessary to sever bonds
with a country that men have formerly
cherished as their fatherland, the severers
have a moral responsibility to list specifi-
cally all the reasons for the severance. And
that is what the Declaration of Independence
actually 1s. After his eloguent introduction,
the famous document lists grievances against
George III, King of England. Included is
every wrong that he has committed against
the colonies. Our forefathers clcse with a
list of all the ways they have warned the
English and a final resolution declaring the
United States of America to be free.

But what does this mean for us today?
Did our forefathers provide us with a better
example of defending freedom than defying
kings? Many years ago Shakespeare's Mac-
beth set an example for all who disliked
their king. He simply killed his king and
he himself took his king's place. But, alas,
Macheth realized the danger of his exam-
ple: If someone tired of him, the malcontent
could simply rid the country of Macbeth by
killing him, too. The founding fathers pro-
vided through their example, enforced by the
declaration, a superior way of defending free-
doms.

When their freedoms were suppressed, they
talked among themselves, felt public opin-
fon, and finding opinion in their favor, re-
belled. Now, with their example and observ-
ing all legal bounds, the spirit of freedom es-
tablished in 1776 still lives. Women's libera-
tion, ecology, the population explosion are
the substance for drastic action. Brave men
of purpose can make their wishes known in
the same land where their ancestors pro-
vided the examples.

Certainly without the rock of the Declara-
tion of Independence, the foundation of the
Constitution and the house of America would
crumble, as the man’s house built on the
sand did, and America would long ago have
blown and washed away.

CONTINUING THE FOOD STAMP
PROGRAM: WE CANNOT LET THE
BEST BE THE ENEMY OF THE
GOOD

HON. THOMAS S. FOLEY

OF WASHINGTON
IN THE HOUSE OF REPRESENTATIVES
Wednesday, April 7, 1971

Mr, FOLEY, Mr. Speaker, it is becom-
ing apparent that the administration’s
war on hunger is really a retreat from
the President’s May 1969 pledge “to end
hunger in America itself for all time.”

In the 22 months since that pledge, the
progress made is being overshadowed by
the administration’s steps backward:
The elimination of the emergency food
and medical services program of the Of-
fice of Economic Opportunity; its oppo-
sition to efforts to increase the food-
stamp appropriations for fiscal year
1971, even though the proposed appro-
priation level was insufficient; and its
support for the restrictive House Agricul-
ture Committee food-stamp bill over the
widely bipartisan and more generous
substitute when the food stamp program
came up for extension last December.

Now it appears that the administra-
tion is about to take another long step
backward. If food stamps are eliminated
in the family assistance plan in favor of

EXTENSIONS OF REMARKS

a $2,400 minimum income, a proposi-
tion which the administration supports,
the ability of a poor family to purchase
even the “economy diet”—estimated to
be $1,272 for a family of four—is greatly
reduced. In order to consume this basic
diet once food stamps are eliminated, a
family of four would have to spend $106
of its allotted $200 monthly income on
food. We should all be aware of the fact
that food is the most expendable item in
the family budget; it is purchased with
the money which remains after the rent,
utility bills, and medical expenses are
paid. As long as the proposed minimum
level of assistance is less than adequate,
the food stamp will be necessary to in-
sure that a family has the ability to pur-
chase a basic diet. If we fail to insure
this, we will not only perpetuate poverty,
but hunger and malnutrition as well.

The editorial I place into the Recorp
at this time, “Whatever Became of the
Hunger War?” by Nick Kotz, raises some
fundamental questions about the ade-
quacy of the family assistance plan's
proposed minimum income. I hope that
we will all carefully consider these ques-
tions as time nears for Congress to act
on the family assistance plan.

The editorial follows:

‘WHATEVER BECAME OF THE HUNGER WAR?
(By Nick Eotz)

When he pledged in 1869 “to put an end
to hunger in America itself for all time,”
President Nixon stressed “I not only accept
the responsibility—I claim the responsibil-
ity.” Twenty-two months later, questions
arise whether the President remains fully
committed tc his pledge and whether he has
abdicated the responsibility to the House
Ways and Means Committee,

The President and Congress can share
credit for responsible reforms in the food
stamp and school lunch programs, which are
easing the plight of at least some of the 25
million Americans who simply do not have
enough income to purchase a minimally ade-
quate diet.

But at the moment when a major break-
through seems possible in eliminating the
shame, pain and devastation of American
hunger, the Nixon administration and key
members of Congress have suddenly
marched off in a new direction.

The administration and Rep. Wilbur Mills
(D-Ark.), chairman of the House Ways and
Means Committee, have agreed on a tenta-
tive welfare plan that would both elimi-
nate food stamps and endanger even the
present inadequate welfare benefits to the
poor in 45 states. The rellef recently granted
the hungry poor could be swept right back
off their plates.

The foundation of President Nixon's May,
1969 commitment to end hunger was a gen-
erous food stamp program. In his message to
Congress, the President stressed that the
poorest should get free food stamps and that
no poor family should spend more than 30
per cent of its income for food stamp ald.
These were important, if little understoood
principles.

These presidential food aid principles rec-
ognlzed that food 1s the item most often
slighted in a poor man’s tenuocus budget.

Take a family of four living on #8200
monthly ($2,400 annual) income, The Agri-
culture Department says a four-person fam-
ily must spend $106 monthly ($1,272 an-
nually) to purchase an “economy diet"” and
$134 monthly (81,608 annually) to buy a
“low=-cost diet.” The monthly demands of the
landlord alone means that such a family can-
not regularly, if ever, make the financial
commitment to adequate nutrition. Millions

10625

with less income have far greater food prob-
lems.

That's where the food stamp program came
in. The family spent $60 monthly out of its
$200 total income to receive $106 in stamps,
used at groceries to buy food. The $5562 In
food stamp bonuses raised the family's total
income from $2,400 to $2,852.

This is a complicated “second money" sys=
tem. It demeans the poor. It requires them
to allocate a fixed percentage of their income
for food. It does not help the poor meet their
many other needs for which they don't have
money. Adequate cash income obvicusly is
preferable. But it does get food on the plate
and 10 million people have flooded into the
program. The number will soon rise to 15
million.

The original Nixon administration Family
Assistance Plan called for familles to retain
their food stamp benefits.

And significantly, the President told Con-
gress, “In no case would anyone's present
level of benefits be lowered.” States were re-
quired to maintain welfare benefits that were
above the President’s $1,600 federal payment
for a family of four.

But for the moment at least, officials of
the administration and members of the Ways
and Means Committee have renounced both
food stamp aid and the principle that no
one would lose benefits.

Take the family of four with $2,400 wel-
fare income. This family would still get a
minimum of 82,400 with the federal govern-
ment now paying the entire amount. It
would lose its #5562 in food stamp bonuses.
The family's effective income would decrease
unless the state voluntarily maintained its
former contribution to welfare and made
up for the food stamp loss. States have never
paid for any part of the food stamp program
and are not likely to start doing so now.
States would not be required to spend a
dime. Many state officials would be pressed
to use all their welfare savings for state tax
relief.

The poor in only five Southern states
would be guaranteed an increase in benefits.
The hungry poor could be right back where
they started. To avold this possibility, the
President pledged originally that food
stamps would be retained until a cash income
program was truly adequate.

Hopefully, the administration will remem-
ber its own food program history lessons bet-
ter than Vice President Agnew did last week
in criticizing CBS's 1968 documentary “Hun-
ger in America.” This is the same program
Presldent Nixon praised on Feb. 3, 1969, for
arousing the nation's consclence to the hor-
rors of hunger in our afluent midst.

Following the Vice President’s revislonist
view of history, the Office of Economic Op=~
portunity no longer lends the CBS film on
grounds that it is “one sided.” It showed the
side of emaciated, hungry children. What Is
the other side?

Congress and the President may tell us as
they decide what constitutes *“welfare re-
form.”

MAN'S INHUMANITY TO MAN—HOW
LONG?

HON. WILLIAM J. SCHERLE

OF IOWA
IN THE HOUSE OF REPRESENTATIVES

Thursday, April 15, 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 pris-
oners of war and their families.

How long?




		Superintendent of Documents
	2024-05-24T18:57:01-0400
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




