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¢ 1 | :
House oF BEPRESENTATIVES,
SuscommrTTER ON HousiNGg OF THE
ComMITTEE 0N BANKING AND CURRENOY, :
P . Washington, D.O.

The subcommittee met, pursuant to recess, at 10:05 4.m; in room
2128, Rayburn House Office Building. Hon. William A. Barrett
(chairman of the subcommittee) pms’ﬁing.

Present : Representatives Barrett, Mrs. Sullivan; Moorhead, St Ger-
main, Gonzalez, Reuss, Fino, and Harvey.

Mr. Barrerr. The committee will éome to order. _

Our first witnesses this morning will be Alan L. Emlen, chairman,
Realtors’ Washington Committee, to represent the National Asgsocia-
tion of Real Estate Boards, accompanied by Mr. John C. Williamson,
director, department of governmental relations, who is a very old
friend of this committes and very well respected by all the members of
both sides of this committee. He is also accompanied by Mr. Charles
Stewart, director of public affairs of the National Association of Real
Estate Boards. e :

Mr. Emlen, Mr. Williamson, and Mr. Stewart, will you kindly come
to the witness table? R

STATEMENT OF ALAN L. EMLEN, CHAIRMAN, REALTORS’ WASH-
INGTON COMMITTEE 0F THE NATIONAL ASSOCIATION OF REAL
ESTATE BOARDS; ACCOMPANIED BY JOHN €. WILLIAMSON, DI-
RECTOR, DEPARTMENT OF GOVERNMENTAL RELATIONS, AND
CHARLES STEWART, DIRECTOR OF PUBLIC AFFAIRS, OF THE
NATIONAL ASSOCIATION OF REAL ESTATE BOARDS

- Mr. Emrex. Mr. Chairman, I would like to introduce Mr: Charles

. Stewart, director of public affairs of the National Association of Real

Tstate Boards and I asl that hebé permitted tosit with me.

Mr. Birrerr. Come right up, and make yourself feel at home.

Mr. Emlen, I want to take this opportunity to welcome a fellow
Philadelphian and past president of the Philadelphia Board of Real-
tors. I understand that you are pastehairinan of the Board of Super-
visors in the township of Whitpin, of Montgomery County, Pennsyl-
vania, and you ate also a former comimissioner of professional affairs
in Governor Scranton’s administration.

I have noted with considerable interest, Mr. Emlen, recent state-
ments in the Philadelphia press that you have gone on record in sup-
port of the rent supplement program. We certainly welcome you as a
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friend in the ranks of those who want to do something to help the low-
income families obtain decent homes; ‘

I certainly in some respects may isagree with your remarks about
the pending legislation, but I can say without hesitation that you are

7 in full before we ask any ques-
18 $ny other approach that you are
g, we will abide by Wwhatever you think is best.

You may proceed. ‘ f ' ' ‘

Mr. Emrew. Thank you, Mr. Chairman. ‘

Mr. Chairman and members of the subcommittee, I am Alan L.
Emlen, a realtor engaged in the business of real-estate brokerage in
Philadelphia. I appear here today as chairman of the Realtors’
Washington Committee of the National Association of Real Estate
Boards.” Qur association consists pr ently of 1,519 local boards of
realtors with a membership of 82,547. ‘

We propose to comment on provisiohs of three bills pending before
the subcomimittee. We are aware of other bills which have been intro-
duced during the past several weeks find have been referred, to this
subcommittee. These latter bills are under study by our association
and we will endeavor to file supplemeritary statements on them in the
near future: ¥ : }

We will cover the three principal measures in the order of their
introduction. i i ‘

|
o ‘
:CITIES ACT OF 1966 |

Briefly, the bill - would provide a mosetary inducement to a limited
number of communities to Pplan more cgmprehensively and to demon-
?t%‘ate more effectively their.desire to jmprove the quality of urban
1fe. : ‘

The incentive takes the form of the Federal Government absorbing
up to 80 percent of the normal State or local share of a vast number
of Federal grant-in-aid £rograms to the extent that such grant-in-aid
programs figure in the demonstration pFoject. In addition, the Fed-
eral Government would provide 90 perceht of the cost of planning and
developing these somprehensive city derhonstration programs. |

The fundamental :weakiéss in the bill is that it seeks solély by
means of increased Federal-grants to indyee the cities'to do that which
they should have been doing in the yeard when they prevailed on the
Federal Government to execute billions of doHars in binding contracts
for urban renewal inecluding urban planning, community renewal
planning, and gereral neighborhood renewal planning. ‘

The proposal would have some validity if the Congress had |been
remiss 1n the past in supplying funds fof urban planning. With re-
spect to the three: such programs: presently in existence, we note the
absence of any ‘¢ritique of these' programs|in the Secretary’s testimony
on February 98 before this subcommittee, As of December 31, 1965,
2,286 urban planning projects have beeh approved involving $99.9
million. ; ‘ ' |

For more detailed plirining the 'Congreés’ has provided for financial
assistance under community renewal programs and general neighbor-
hood renewal planning. A total number of 146 CRP’s have been, ap-

\
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‘ o » :
proved involving approximately $28/million; and: 232 GNRP’s have
been approved involving $128 million. | - "

The programs have been' repeatedly: nurtured by annual housing
and appropriations bills and the r¢ ﬁprd is silent a8 to their shortcom-
ings, 1f any. : Now the Departm xf ,jof Housing and Urban Develop-
ment tells us that these planning programs, alohg with the many
grant-in-aid programs 'sucﬁ ag urban renewal, are insufficient and that

- something dramatic is needed+a bQ]'d“ﬁeW course.of action—to induce
the cities to exploit existing Federal programs mére zealously. The
antidote is more money—this time ‘an“app‘roximate $400 million per
year over each of the next 6 years. | | . :

Let us examine for a moment what|this $2.3 billion will do. The
Secretary, on page 2 of his detailed statment filed with the subcom-
mittee, advises that the money will provide for “massive additions
to the supply of decent, low- and moderate-income housing.” :

How will this be accomplished 'when none of the basic housing
statutes involving low- and moderate-income housing is amended by
this bill? ‘Will 1t provide more “3101#0 housing? - It cannot because
Congress last year fixed the annual rate of authotrizations. - Will
it provide more section.221(d) (8) below-market-rate housing for mod-
erate-income families?: No, because FNMA special assistance author-
ization is fixed by prior law, V&L;iﬁ it/ provide more rent supplement

‘projects?  Here, too, the Congress last yea-r'agprovéd a level 'of activ-
1ty for the next 4 years—a level which is not disturbed by this bill. -

The Federal grant-in-aid programs: qualifying under ‘this bill
amount to approximately 70, Aeccording toithe:Seventh Annual Re-
port of the Advisory Commission ‘on Intergovernmental Relations, 25
new Federal grant programs, or major expansions of existing pro-
grams, were enacted by the 1st session lof the 89th. Congress. Thus the
Congress has been most generous; in its approach te Federal grant-in-
aid:programs. The authorizations for these are not increased by this
bill, yet $400 million per year is being offered as an inducement to
exploit these programsmore zéalously and more efficiently. -

When the Congress: last year created the Department. of Housing
and Urban Development, the new Department received a mandate'to
create a Director of Urban Program Coordinationwho— " ~° ~° ~
shall develop recommendations relating to the administration of Federal pro-
grams -affecting such :prc'bl‘emS, partiﬁ&u arty “wi:th‘ respect to achieving effect:ive
cooperation among the Féderal, State, ‘_nq‘local agenéiegrconcerned. "

Now the Department, for all practical purposes; came into existence
-, when the Secretary was confirmed by/the Senate on uary 17. Ten’
\ dayslater the Department requested thislegislation to pump more than
$2 billion to achieve'a degree of activity and coordination which the
Congress last year thought could be accomplished 'through other and
less costly administrative devices. | LR Rl LR T

We wonder what would have been the reaction of the Congress last

year if section 4(c) of the Depa;}'tgmnt of Housing and Urban Devel-

opment Act had included a third clatise soas toread : .

Subject to the direction of the Secre

t retary, the Director shall, in'carrying out,
his responsibility,* (1): establish ‘and maintain “close, liajson with the Federal
departments and ageneigs ¢oncerned agd‘ (2) ‘consult with ‘State, local, and re-

~gional officials- and consider:their récommeéndations with respect to. such-pro-:
grams and (3)—and here are my Wprfis—‘Ldisburse $400 million per year to-ge+
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lected citieé'who will: take advantdge of existing Federal -grant pr‘og‘rams in a
more efficient manner. : |

We respectfully suggest that it is fithe to stop attempting to spoon
feed the Congress and the people in the area of Federal assistance to
urban communities. We should recogitize that a gap in local initiative
cannot be bridged by money alone. ‘

Perhaps if the Secretary first proteeds to implement section 4(c)
of the Department act, he will discover that the shortcomings which
he px;a‘po‘ses to solve only with money!are too fundamental fgr such a
remedy. { _ : ‘

The House Government Operations Cotimittes is considéring S. 561,
a bill which passed the Senate last year and has as ‘its purpose “to
achieve the fullest cooperation and psoidination of grantstin-aid.”
S. 561 would not ¢ost any money, hencelicks the drama associated with
a gift of $400 million a year to the bities which, in the Sedretary’s
words, are “willing to face up to their-responsibilities, willing to com-
mit their energy and resources, willing6 undertale actions which will
have widespread and profound effects én the social and physical strue-
ture of the ¢ity.” (7 , !

Title I of this bill provides for added grants—up to 20 percent of:
~'project cost——for eight specific Federal grant-in-aid programs for
those metropolitan areas which estahlish areawide comprehensible
planning-and pregraming. These plans must be adequate for evaluat-
g and guiding all public and private action of metropolitanwide or
interjurisdictional significance. |

This proposal is presently under study by the Realtors’ Washington
Committes, and I am therefore not prepared to make a specific recom-
mendation to the subcommittee. Howeler, our study to date prompts
us to raise cértain questions about the proposal. ‘

First, I want to assure the subcominfttee that we are cognizant of
the shottcomings in metropolitanwide lanning involving great num-
bers of separate and distinct corpotate political entities within each of
the 227 standard metropolitan statistical areas. |

We note that urban planning grants involving $31.1 million have
been approved for 408 metropolitan and regional areas, as well as
88 projects involving $12.3 million for statewide agencies. The Sec-
retary’s testimony did not give an evaluation of these but the sub-
committee might request such an evaludtion in determining the nesd

H.R. 12046, THE URBAN DEVELOPMENT ACH

for a new metrepolitan planhing grantiprogram to be superin‘Lposed g

over the existing one. ,

Under this title the county, municipality, or other general-purpose
unit of local government, to qualify for tle grant, must satisfy the Sec-
retary that its land-use controls, zoning codes, and subdivision regu-
lations, unrelated to the project qualifying for the added grait, are
effectively assisting in and conforming o metropolitan planning and
programing. The Secretary in his testimony on February 28 disclaims
any desire to promote so-called metro forms of government, yet we
wonder what would be the nature of the agsurances which would sétisfy
the Secretary: and what would be the {recourse of the Department
should the public body receiving the gmtit Fail, at some subsequent
time, to meet its obligations.
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| |

Title V of S.'561, a bill to which I have prévicusly referred, ad-
dresses itself to the need for comprehensive planning of land uses for
residential, commereial, industrial, and other purposesand other facets
of urban development. Areawide, metropolitan, or regional plan-
ning will be required as a prerequisite to the grants under the eight
projects set. forth in the bill before this subcommittee, - The only
difference is that S. 561 would require this comprehensive planning
as g condition for grants as presently constituted. <The bill before
the subcommittee wants to do the sane thing by increasing the Federal
share. S. 561 has aroused little interest because it wants the State
and local governments to accept responsibility without giving them
more money. We thus have the rather strange situation of two House
committees simultaneonsly comsidering the same subject in two dif-
ferent bills. . To compound the complexity of these developments, we
note from page 144 of the Presidentis budget that he recommends
the enactmentof $.561.- | | | | ;

There are two provisions in H.R, 12946 which we group under the
subject “Government: Control of the Land.” These are section 201,
which would expand title X of the National Housing Act to conform
to the “new town” proposals made in 1964 and 1965 ; and section 208,
providing loans to State land development agencies for the advance
acquisition of land. Both proposals have been rejected twice by the
Congress—in 1964 and again in 1965, | ‘

-We opposed these two provisions when they were recommended
earlier. We said then, as we reiterate now, that they are unnecessary,
that, they repregent an unwarranted intrusion of government in the
control of the future use of land, and that they would lead ultimately:
to the federalization of the Nation’s communities.. Under the pro-
posed amepdments to FHA title X,/ the Secretary would have the
power to force his standard of every aspect of community life onto
the plan for the new community. = | |

Our concern is not allayed by the fact that this new Federal assist-
ance uynder title X would be permissive-—available only if the de-
veloper accepts the Department’s standards. A $25 million mortgage
supplied through FNMA special  assistance is sufficient to give the
Department a predominant vole inl all future new town developments.

Thp .la,n'd development proposal fig even more objectionable than the
provisions rejected by this subcommittee in 1964 and 1965, Under
the language of this bill, municipalities would be included as bene-
ficiaries of this financial assistance, Thus any incorporated com-

[\, munity would be encouraged to acquire land in the path of urban
“*expansion and parcel it out at some.future date to developers and
builders who will develop the land in accordance with plans previously
approved by the Department. | | | '

If either of these provisions were approved, instrumentalities of
Government would determine the direction of urban expansion, who
would do the developing, and on what terms, - :

In Secretary Weaver’s book “The Urban Complex,” he says:

* * * we seek to recapture control of the use of the:land, most of which the
Government hasalready giyven to peo:plg & :

Each of these provisions Woﬁlﬂ take a significant step toward ac-

complishment of this objective. | |
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Last year, the HHFA announced that the FHA. “will avoid accept-
ance of applications for mortgage insutance on properties which would
be competitive with the urban renewal development, unless sufficient
- market demand is evident for both. Because of the Federal interest
already committed to the siccess of the urban renewal project, FHA
will not jedpardize the market for the|proposed housing in the urban
renewal arda by issuing commitments tp insure loans on other housing
that would| preempt the market demand for housing planned in the
urban renewal project area.” P ‘

Applying thisprinciple to the new tewns, which would also involve
a federally committed interest, we ’VieF\gIthe proposal as adversely af-
fecting private development through F'HA in any of the surrounding
area upon FHA determination that both might compete for the same
housing market. g 1

Last year: we submitted for the record excerpts from two issues of
House and Home magazine listing 61 hew communities being| devel-
oped by private enterprise without Fedefal assistance in land assembly
and site improvement. During the 1965 hearing before this subcom-
mitte, the then HHFA Administrators only comment on this evi-
dence ‘was: atmiration for what private enterprise was doing jand a
desire. to help them do better. We respectfully suggest that the in-
volvement of the Federal Gtovernment into new subsidy programs
should rest on a firmer foundation. Certainly we ought to see how
well the existing title X program, with its $10 million ceiling, works
prior to increasing this amount to $25 million and enlarging thescope
of the Secretary’s powers. - The burdenjof proof is on the Secretary
to justify his case for the Federal Government’s further involvement
in controlling the future use of land. ' He has submitted rio evidence
that private enterprise is unable to accompplish this purpose.: On the
other hand, the preponderance of the evidence pointsto the impressive
record of private enterprise in this area, afcomplished without %‘ederal
criteria to detérmine whether the plansifor the new community are
appropriate; and without Federal financinl assistance in the assembly

of the land and its site improvement. -1 ‘ |

H.R. 13064, THE HOUSING AND URBAN DE‘}’ELOPMENT AMENDMENT"S OF
' ' ; 1966 i ‘

‘We are limiting our testimony.on this hill to the two.sections relat-
ing to privately owned housing leased byllocal housing authorities in
making available existing housing for rental to fow-income families.

The first of the two amendments—sectioh 104 of H.R. 18064—would
permit local housing authoritiés to lease dwellings without regard to
the 1- to 3-year lease limitation provision where the housing is needed
for low-income families displaced by Government action. The justi-
fication for the amendment is to remove any threat of dislocating the
family, again presumably after the 3-year lease expires. When we
realize that the normal lease for rental holising is 1 year and month-
to-month thereafter, the argument for leas¢s of perhaps 10 to 20 years
has no validity, This program is designeg to make privately owned
housing available for low-income families.| - A Tong-term lease makes
the housing for all practical purposes pullicly owned. The amend-
ment is unnecessary ; it makes a fundamential change in a worthy pro-
gram enacted less than 1 year ago, and the amendment should| be

rejected.
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The second amendment—section hd5 of the bill—involves an even:
greater and more fundamental depz}‘rfu‘ti' from the program as origi-
nally conceived and enacted. As we said earlier, the purpose of this:
program isto make adequate exi;stin% housing available for low-income
families. Mo B Ly .

The amendment would change so-called section 23 housing from one”
limited to the leasing of existing hauses to one which would be avail-
able for the leasing of both existing and new housing.. - Of the 60,000
public housing units per year authorized by the 1965 act the Public
Housing Administration advises that ‘10‘,000 units ‘would be :available
for section 28 housing. - If this a‘rhe{nd ment is-approved, all of this.
allocation ¢ould be directed to new co :1 ereby negating the.
purpose and intent of the Congress in enacting seetion 23. The House
report on the 1965 act devotes considerable-language on pages 11 and:
12 emphasizing that this program \iﬁ‘ designed ‘to tap the supply of
privately owned existing housing as/a supplement to the basic program
of new construction. The proposeéi amendment, permits the Depart-
ment to change section 23 housing ‘o‘new congtruction. - It:should:be:
rejected by this subcommittee. el e T

Mr. Chairman, that concludes my Be‘stimony. Gl

Mr. Barrert. Thank you very much, Mr. Emlen. i

Even though I cannot agree fully with your statement, it is a well-
done statement and I am sure both sides will look at it very carefully.

However, Mr. Emlen, your statement is ctitical of the President’s
demonstration grant proposals and I gather that the primary reason
you are opposed to the supplemental grant is that you feel that Con-
gress has already given the cities ample fundsithrough the urban
renewal program. ! v

Now, you may know that even uiouf;h we authorized about $700

his anthorization has proved,

There is a’lar%re‘backlog now of'

hich'mo: funds are

million.a year for the last 4 years, ’Phaf‘t‘
I would think, totally inadequate.
approximately $500 million in ap lications for
available and the backlog is rising rgpﬁidl‘y. : : : ;

I want to ask you this question,. It/ would seem to me that your
position logically is a recommendation, itistead -of providing addi-
tional funds for supplemental incentive plans, that we should greatly:
increase the authorization for urban renewal funds.. Would that be
a fair statement of your position? . | | | s sk

Mr. Emren. Well, if I interpret your question eorrectly, would my
answer be that we should reject this cities-deémonstration bill and in-
«)\crease urban renewal allocations 111;11191"‘ xisting programs to take care

of this backlog? Of the two alternatives, yes; our association, Mr.
Chairman, has been consistently for urban renewal over a period of
many years and now our policy statement has reflected it. Therefore,
if the situation exists ‘where we hla‘e? backlog of applications and .
funds are not availableto take caré'ﬁ)‘f‘ this backlog, then under exist-
ing programs which we already appﬁovéd, I would suppose my answer
would be “Yes.” ; Pt 4 ‘

Mr. Stewart, would you like to add an}rthings tothat?

Mr. Stewart. Well, as to the demand for a demonstration program,
we have had a degree of Federal cooperation in the cities in this field
now since 1949 and I think that our association feels it has produced
some demonstrations, that it is not necessary now for the Federal
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Government to establish a new, separate program and in_‘ a small
number of cities for the purpose of|producing demonstra,tlons. :

I believe most people in our association will say that Charles Center
in Baltimbre is an 1mpressive demonstration and Southwest Wash-
ington is lan impressive demonstratipn and Constitution Plaza and
many other projects that have been done with this do set an example
for cities.

We are not at all clear as to why it is felt that now, after all these
years of rather close cooperation with the cities, there is a need to

- demonstrate that the program will work. )

As to facing up, that was heard throughout the discussions of the
1954 act which moved the previous urljan redevelopment program into
a broader range so as to put the labeljurban renewal on it. The key
to that was that the Federal assistanceto bé made available to the cities
would not 'be on a grab-bag basis, butj{only for those cities thfa,t faced
up to theiriown cbligations, using their own resources and own powers.
Many- govérnmental powers that must be used in this field do not
belong to the Federal Government. There are certain police a¢tions in
the field of health and safety that only the municipal government can
take and so.the theory of the 1954 act which our organization endorsed,
was that to qualify for this Federal ¢ooperation the city must face
up. The city must make this series of commitments that it would do
thus and so with its own power. That|presumably has been imbedded
in the policy-of the urban renewal progam since 1954. \

But aga‘-ifl, we are hearing now that|the cities are to be given extra
rewards for facing up. We feel that|this is not consistent with the
1954 policy—with the 1954 act which was an assistance and was
available only if the cities face up. '

Mr. Barrerr. Thank you. Mr. Fino?

Mr. Fivo. Thank you, Mr. Chairman.

Mr. Emlen, perhaps you are familiar with the demonstration city
bill that I have introduced. My bill provides that the coordinator be
changed, the Federal coordinator title be changed to “information
officer.” Tt generally tries to eliminaté the connotation of the heavy
hand of Federal control in this whole pidture. \

Do you ‘think this would be a better pproach, this change of title
of this coordinator? i |

Mr. Edien. Mr. Fino, our answer I think would be that if the
demonstration city program were enacted, and this additional money
was to be made available, then why aren’t the people of the United
States entitled to have a Federal coordinator to watch over the money
that is being put into these cities? '

My answer would be, “We don’t want either.” But if it were en-
acted, the Federal coordinator, it seems|to me, isn’t a very important
part of it and we wouldn’t object to his being there if the bill were
enacted. Co \

Mr. Fixo. Well, some fear has been expressed that the so-called
Federal coordinators will change building codes, change building
laws—this is the fear that some have—that city administrations will
reorganize themselves along their own fideas and suggestions. | How
do you feel about that? Forget about the title. You say you are not
so much concerned about that. How would you like to have a fellow
come in and do that? ’ ‘

i’
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Mr. Emien, Iwas here when you used the word “commissar” and I
saw your article in the Wall Street Journal and T think that it is likely
to be implicit in the appointment of this person that politics could
enter into it and pressure from the Federal level. It is possible, I
suppose, that this coordinator would ha}‘*e a useful purpose to be look-

ing after Federal money. Y ~

It is a difficult question to answer because I am against the bill, so
therefore, I am against the coordinator, However, I do see the use-
fulness of having somebody there to Jwvhteil things. - s

Mr. WirrLiamson. If the cities are going to come to the Federal Gov-
ernment for mongy to help solve problems which are inherently
local, I think they must accept a good|degree of Federal direction, even
more than mere coordination, because somebody has to be responsible
for the public interest. . If it is Federal money, the Federal Govern-
ment hastohave its fingerinit. | | |

Mr. Fivo. This brings into light the statement made in Secretary
Weaver’s book, “The Urban Complex” where he said, “We seek to re-
capture control of the use of the land, most of which the Government
hasalready given to the people.” | | | : '
- Under the demonstration cities bill the Federal Government will
take almost the entire cost of these programs. . Do you think it is
accurate to say that the aim of these wholesale. subsidies is to have
increased Federal power more thananything else ?

Mr. EmreN. Yes, we feel that way, Our association very definitely,
in our discussions, reflects that opinion. | . :

Mr. Fivo. Following that line of thought, do you think this bill
gives the Secretary of Housing and Urban Development—gives him
too much over any city in thisprogram? . . i ‘

Mr. Emien. Yes, sir. Ly '

Mr. Fixo. There is also fear, and I have read this in several maga-
zines, there isalso fear that this kind of program will divide the coun-
try into new Federal community development districts, a new political
unit, which will look to the Federal Government rather than to the
State for guidance and direction, that this will b a first step in a master
%lran to bring complete economic and social changes to rural areas.

ould you care to comment on that? | Ll

Mr. Emyex. I think that much of the statement you just made re-
flects my reaction to Dr, Weaver’s 82-page statement last week. = I
think it runs all through his testimony and comes out exactly the
way you stated, it. ] e

Mr. Fino. Would you) prefer to. see demonstration city funds re-
stricted to use in slum areas of our cities with the unrelated Federal
progr;tms being totally divorced from the demonstration cities pro-
gram ? Lt

Mr. Wirzamson. You mean to have the demonstrations provided.
to the cities to do thisjob, but not/relate them to increasing the Federal -
share of specific Federal grant-in-aid programs?

Mr. Fixo. Yes. i

Mr. Witrzamson. The question is whether the Federal grant-in-
aid programs are adequate to do the job. We think they are with the
existing ratio. We think the communities haven’t exploited these
programs as efficiently as they should. We think there has been too
much apathy and too much indifference. -'We think that local officials

60-878—66—pt. 2——2 | ‘ '
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i - I |
have been preoccupied, for instance, in urban renewal. We think
they have been preoccupied in going beyond the original purpose of
the program, becoming involved in vast commercial and industrial
enterprises. ‘

I think that the ills associated with all these grant-in-aid programs
are to be found in the approaches off local officials to their use.

Mr. Fiyo. If the demonstration citly program is enacted into law,
New York C&g, Philadelphia, Pittshurgh, Milwaukee, and if they
are not selected as demonstration citfes, what would you say their
chances are of obtaining new urban rendwal programs? L

Mr. EmreN. We were discussing this earlier, and I think if these
cities—if any city didn’t come under this demonstration city program
they might beshutout. -~ . " X

Mr. Fivo. On the demonstration city program, because of it finan-
cial needs and its concentration on a wery limited number of cities,
would it not seriously place in jeopardy new urban renewal operations
outside the demonstration city programs? !

Mr. Witiamson. It ig possible that if the demonstration grants
bill is enacted, most of urban renewal will be concentrated in the dem-
onstration' dities.” Because there is going to be—they are bound to
have a priority—the demonstration cities will be preferred and you
have so mu¢h money that you can spend just like you have S0 many
public housing units, so much FNMA special assistance, and the dem-
onstration cities are bound to be preferred and will gobble up most
of the money. ! l

Mr. Fivo. Just another question. This is not particularly related
to the subject matter at the moment, but I never thought I would see
the day when some members of the regl estate boards were coming
out for rent supplements. But let me agk you. 'When you people got
your heads together and decided that this was a great idea, did you
give any consideration as to what ceilihgs you have on this? How
poor are the poor ? ‘ | S

Mr. Emren. We had, in arriving at iour’ conclusions on this rent
supplement program, and T am not sutprised that some people are
surprised that the National Association—— ‘

Mr. Fino. Some were shocked. . ; »

Mr. Emren. Some were. I guessthey were. We had, last fall, very
long discussions about what a poor person is, and of course, the obvi-
ous conclusion was that it varied geographically. There were attempts
by some of our members to set monetary iceilings in our recommenda-
tions and it was concluded that that was not the proper thing to do,
for that reasén, the geographical differénces are so great. But we
did make it very clear that our approval jof the rent supplement pro-
gram was_predicated on .directing this program to the truly poor
people and to get it out of the so-called middle-income bracket, say,
from $5,000 to $8,000 or $9,000 and to keep it down to, we will say for
purposes of big cities, closer to the $4,000'level. The FHA redrafted
its guidelines for admission to rent supplément projects, we liked the
net asset limitations that were set, and wé subsequently endorsed, the
program, Wi think that it is an excellpnt opportunity to demon-
strate that something has finally been fotind that is better. We are
very interested)in seeing the program fundpd, and hopefully we would
' like to see it continued on and on and on would like to bet that it
might be an angwer to public housing. ? ‘
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: i
Mr. Witriamson. Mr. Fino, back in the fifties and forties I remem-
ber testifying with our‘witnesses in ILuRpo'rt of ‘the rent supplement
idea as an alternativé to public housing, so this wasn’t a new policy
position for our assoeiation. il e o

Mr. Barrerr. Will the gentleman yield? -

Mr. Emlen, does this not warrant a tremendous commendation for
the real estate boards when they have found they havemade a mistake?
Does it not show the bigness of the bpards to come out and say, “We
made a mistake, we realize it.” Wow;ld\ it not ssible that while
you oppose the demonstration cities' progran that ultimately
you may come before'the committee tﬁ‘d say back in 1966 we made a
mistake again ‘and we are coming here today to clarify it.' I.would
hope that it willhappen,. Thankyou. .||« = = coorns o

Mr. Fvo. ‘Again, we hope we m%gilt? see you in the future coming
back and saying, after this so-cdlled experiment is tried that we realize
the mistake that we'made'and we want| ‘et that mistake that we
made on top of the mistake in the first.ing S Ch

Are you familiar with the rent ceilings (d)(3)? -

Mr. Emren. I will have to defer to Mr. Williamson.

Mr. Wirttamson. Yes, on"the 221@) (3), the below-market rate
program; yes, we are. [l pL s e

M(Jﬁ('1 )I*E‘IN(;. Do you feél that we' s‘l\ro\uldl have rent supplements in the
221 (d) (3) 4 P S s R ¥

Mr. WI)LL‘IAMSON. Absblutely ‘no“t.‘ That is why last year we op-
posed the rent supplemient program as advo the administra-
tion because it was limited to tfhe‘fgé ies w’ onies were within
the eligibility ranges of the 221

mi]

)(8), beli arket interest rate
program. - We argued that 92 percent of the: American families in
the $4,000 to $8,000 ificome brackets ﬁré‘adequa “housed, that there

1s no justification ‘for a subsidy’ for families*in that income group.
" Any subsidy should be directed to those in the low-income groups and
they:-are the ones who are within the eligibility range of public hous-
ing; and while there have been some abuses in certain areas we think
by 4nd large public‘housing has sep‘red‘the‘ very low income families.

Mr. Fino. Do you'think the rent supplements should be applicable
or should be qualified” for subsidized ho like in New York City
where they have housing that is subsi'(%iz‘e&d vinterest?

Mr. Wittiamsox. ‘'You are referring our release of yesterday,
are you not, Mr. Fino? - I thinky u\m“ej,ntibnéd that. “Our position 1s |
that we are opposed to the double subsidy. =~ ‘

Mr. Fixo6. That is what it would amount to.

Mr. Wrzamson. That is ‘why ‘we like the rent supplement pro-.
gram, because that program does not have the hidden subsidies of pub--
lic housing. ' Tt'is fully taxable. It is financed in the private unsub-
sidized mortgage market. - It is going in the front door so people will |
know exactly what it will cost tosubsidize the poor. v v

Mr. Barrert. {The'time of the gex}t%errﬂan hasexpired.

Mrs. Sullivan? ‘% Y .

Mrs. SurrivaN. Thank you, Mr. ?@ha,ikna,n, - ‘

Mr. Emlen, I gather from your testimony that you are interested in
the use of more Government fundy for urban renewal to improve the
grounds and the buildings and S0 iorﬂh—im'provements in the com-
munity area generally. But you are not in favor of the Federal Gov-

|
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ernment concerning itself in the social problems of the peopﬁe.r This
1s what the Demonstration, Cities Aet/would de; would it not?

Mr. Emren. Well, my answer to that would be, that people are one
of the prablems inherent in existing yrban renewal programs. There
are built-in problems in urban renewal that. cannot be Wlns]ied away
with money. The dislacation and rejocation and the necessity, some-
times, of treading on people’s rights gre problems that are inherent in
urban renewal programs and we can’tsee that the demonstration cities
- bill can cure this problem, e |

Mrs, SyrLivan. Has not one of the kriticisms of urban renewal been
the fact that it has displaced people without really making adequate
relocation plans—adequately taking care of those who are displaced ?

Mr. Emien. That is right. i .

Mrs. SyLLivaN. So that in, this kind of legislation we are discussing
now, the idea is to look at the whole|problem and try to work out a
unified plan of action to combine the fenewal work and the social re-
habilitatioh and improvement ¢ ‘

Mr. Emien. My answer wonld be that we think that under|existing
urban renewal programs, the grant-intaid programs, that these prob-
lems can be worked out as well as they ean be worked out if this other
program is not superimposed. _If this other program is superimposed,
1t is not going to take care of the problems you address yourself to.

Mrs. SonLivan. That would be trud only if we have better coordi-
nation—to try to see the whole pictute and to work with all of the
problems at onee and bring all of these programs together, and this
takes into consideration the retraining program, and the poverty pro-
gram in geperal. You are working not only with renewing the
blighted areas of the city, but you are hlso trying to uplift the people
to learn tomeet the conditions of living {n the modern city.

Mr. Eyvexn. I will agree with that. The poverty program and

some other things aren’t in there and my answer is simpl§7 that we fail to
see 1the signifieance of this specific bill toward accomplishing these
goals. . ‘
Mr. Wirriamson. The missing link jn this entire ares, is rea‘,lly one
of coordination, and the Congress addiessed itself to that task When
it created the Department of Housing{and Urban Development and
directed the Secretary to te the Djrector of Program Coordina-
tion. Thronghout the bill-—in the legislative history of the Depart-
ment bill—is this great need for coorflinating the great number of
urban development programs that arq scattered throughout lall the
agencies. ‘Apparently this bill was in the making before the I epart-
ment bill was enacted and I think that the Secretary should go ahead
and ‘create this Director of Program Cgordination and to use the au-
thority that is in the Department Act tq try to bring about this ldegree
of coordination. I do not think these preblems are going to be/solved
by just éf()lﬂ'ing’ more money into all of the grant-in-aid programs.

Mrs. Svrivan. I agree with you—it fis not just, a. matter of money ;
it is a matter also of planning and coordination. But [ think you can
recall, back 'when we first went into this program of building public
housing and trying to find other waysté provide decent housing, that
the housing authorities in the cities weré wholly concerned with bricks
and mortar and when we brought up the need for a wider range of as-
sistance to the occupants, they said their main concern was proyiding
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the housing, and that is what they felt they should do, and what they
concentrated on. But frankly, you do not make a success of upgrad-
ing many these families by just providing good housing.” You have
got to find some way to get the people tounderstand how to live in this
housing and use it propetly and cooperate with their neighbors, and
I think this is the whole problem that is involved here—how best to
do that. ' And you must also convince the public that the program
works effectively in that direction. | | | i

Mr. EmieN. Mr. Stewart wanted to add something to your answer.

‘Mr. Srewart. Simply 4 comment on Mrs. Sullivan’s basic question
as to the interest of people in social problems as against what you
might call an economic interest. | = _

Now, as fundamental supporters of the urban renewal program,
it is clearly a matter of record that our niost persistent criticisms of
the administration of the urban renewal program have been that it has
seemed. to veer away from the problem of residential environment—
wretched residential environment—into saving comthercial centers.
Our original support, for the reasons we endorsed at the outset, was
- based on our eoncern for poor residential envirenment, the poor qual-

ity of living environmett, We have ot been disposed at all to ap-
plaud its veering away from social objectives to an economi¢ one
" 'which you do find. ‘ b

Mrs. Surrivan. I realize that péople in yout type of business are
not supposed to be responsible for sécial problems of the pecple with
whom you do business. But when they ate being handled

Mr. Stewarr. We have been concerned with people and I think our
feeling—it could be said that our feeling is that the answer is not so
much a matter of administration—a matter 6f adminigtrative co-
ordination, as it is in fundamental|objectives at the outset of the pro-
gram. The cities are in & good position to use the program to amelio-
rate those situations and very often they are the least réwarding, they
areé the most difficult to go into these areas. They don’t always catch
the imagination of the whole community like some do. But persistent-

ly we have urged that the accent in urban renewal programs be in that
- field where it starts, in the old, rundown resideiitial areas.

Mrs. Surrivan. Many times the objective is lost sight of as you
get to work with thése things. | I think the objeetivebhad been, {o'st
sight of for many years. I know that in the past few years the cities
have been doing as much as they possibly could in rectifying the mis-
take involved in believing that the people could do this on their own
accord. I feel that this legislative proposal is a very imaginative one.
We are not certain how it would work out, however, and that is the
reason why we have these hearings—so that we can search for, and try
to discover, the very best way to meet, the problem.. It doesno good,in
my opinion, to spend all this money on urban renewal and then ne-
glect really basic needs of the people who are living in the areas.

I just have one other question that I wanted to ask you and I realize
this does not involve cities particularly, bt there came to my office
this morning a picture which was taken in one of our small towns in
Missouri of some housing built throngh the Farmers Home A dminis-
tration, They are trying, through legislation that we proposed a
number of years ago, to build lowrcost housing for the elderly. I
thought this was extremely exciting to see. That they have built some
court apartments for the elderly in this small town with low-interest-
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bedroom|apartments, furnishing thém with heat and with a refrig-
erator and stove in the kitchen, but twith the other furnishings being
provided by the tenants themselves., . They rent. these efficiencies for
$35 a month, including the heat, reftigerator, and stove, and the one-
bedroom apartment for $40 a month} These are in a small town and
I know the cost of land is not as great as it is in the city. But I also
know that even in rural areas privaite builders and real estate firms
cannot get into this rental range without some subsidy such as the
low interdst rate. I think this is something that is quite exciting, how-
ever. I have photographs in color shpwing the residents in these little
apartments. e need to do things {ike this in the city. But, once
again I repeat that you cannot just bnild the buildings and say: “All
right, here is a good, clean, modern!building, now live in it.” We
have found in the cities today, because of the migration of people from
rural areas into the city, you have got to do more social service work
and educational work to help them to adjust to the city. I sincerely
hope the proposal now before us might enable. us to take this whole
picture into consideration and do the whole job—not just part of it
which involves housing construction; That, I am afraid is too
haphazard, ' :

Mr. Barkerr, Mr. Harvey ?

Mr. Hagryey. Thank you, Mr: Chairman. |

Mr. Williamson, I Woulailike to direct the first question to you, be-
cause your:organization is now suppopting the rent supplement and
rent certificate program and I wonder if you personally or your or-
ganization had any preference between the two ? w
! Mr. WirLiamsoN. Well, we think the great hope for the low-income
family lies in tapping the existing house market, and as between the
two programs—we think more of low-income families will be:assisted
through: the so:called rent certificate program. The reason it looks
as though we are favoring rent supplejnents is that we are spending
more time gn that because that happenk.to be the program that is in
trouble. 'lfﬁa rent. certificate programiis working and many of our
real estate boards: are -working with {local housing authorities -on
making available existing housing. Th#it is why we are worried about
these amendments which: could make fundamental changes fin the
program. . C b R I

Mr. Harvey. That is what I was coming to next. Maybe—I am not
sure whether I should be directing my question to you or Mr. Emlen.

How- does the .problem of overbuilding in the homebuilding in-
dustry today as far as apartments are céncerned enter into this prob-
lem? Is overbuilding of apartments alserious threat in the metro-
politan areasi? - o ¢ L

“Mr. Empey. I think my answer would be from my own experience

in the Philadelphia area, tlie overbuilding is directed to the income
level which we are not talking about. We are overbuilding in the so-
called luxury area. I think the chairman would agree that is lecally
true; but my knowledge doesn’t extend beyond my own locality. | But
we haven’t got the problem of overbuilding in cheaper apartment
units, ‘ : ‘ \

Mr: Witriamson. I think the FHA hak done an excellent job in its
market analysis and in approving applications for mortgage insurance
for multi_famﬂy housing. ‘ 1

rate monhy——l think it is 8% pereem% - They built efficiencies and one-
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Mr. Harvey. It is your answer that overbuilding does not enter into
the problem, or do you feel it doés enter into it?

Mr. Wirtiamsox. I don’t believe~—— | :

Mr. Harvey. Is this am‘éndment@l‘ e~~is this :

Mr. WirriamsoN. The amendmen would shift rent certificates
to new construction? The purpose at.amendment is to permit the
local housing authority to go to a builder-whe is going to build 100
single-family homes in a development, and ‘exetute an agreement leas-
ing, maybe, for 30 years, 20 of the units and use them for low-income
families with a rent supplement p&iﬁhy the local housing authority
to the owner. ‘ N ‘ :

Mr. Harvey. That gets to the next question, You feel apparently,
and I share some of the same qualﬁlsr‘, frankly, that a 40-year position
is too long and yet Secretary Weaver has indicated that he feels that
a 8-year limit is too short to enconrage builders. - Is there a happy
medium for expanding the rent ogrﬂ;i% ate program that you would
feel satisfied with? ' . BiE

Mr. Wirriamson. If ‘you are going to redirect the rent’certificate
program to the leasing of new construction, then I agree, that is not
too long, because no builder is going to build with a commitment for
only a 3-year lease.  But I thiﬁi he whole idea—-—

Mr. Harvey. On the other hand %f he had not built or not rented

he might consider 8or5..

Mr. Wirtiamson. Ididn’t getthatl | - :

Mr. Hagvey. . If he has the apartment built and substantially vacant
he might well consider léss. AR 2 e i :

Mr. Wiriiamson. The normalxleage;is a l-year lease that many own-

ers of existing rental units would be very glad to obtain.
Mr. Harvey. Would you be in favor of giving the Department a
greater, longer 8@1‘10(1 of time than 3 years or something less than 40?
Mr. EmpreN. Our position is that wé are afraid that if new construc-
tion gets into this we are going to destroy something that is just be-
ginning to prove.itself, To get back to my own area, we have a very
large supply of good existing units to be used. in this program and if
the emphasis gets away from existing structures, we are golng to waste
an awful lot of good shelter and it would be a shame because the thing
is just beginning to take hold and some of the real estate men and other
owners are just beginn find out about. it and it would be a shame

to stop'it at thispoint. et ket T

Mr. Harvey.' Sh g your aﬂabdltibnp to H.R, 12946. I ask.you. this.
What do you do with commuhities where.all efforts at annexation
have been thwarted ¢ where you haye communities? - Where nothing
else can be done to encourage the metropolitan planning since all ef-
forts at the State level andilocal le Ierf that bring this about have failed ?
There is not much left other than tb somehow encourage the new de-
velopment of the metropolitan plwnniﬁg by grants. Do you have any
other suggestion ? LT | ‘
Mr. Emren. I would like to asli i\IN Stewart to speak on that.
Mr. Stewarr.. I think it is very elear that f)olitical unity of a greater
metropolitan area is not acceptable. 1 believe the one example we
have in all the United States 1s Dade County which is a rather mild
form of it. What can happen, a‘pgli what needs-to happen is not so
much the acquisition of funds for‘p‘ anning as willingness on the part
5 TENST
B
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of the governmental units within the metropolitan to sit down and do
certain things in cooperation. It is clear that if there are a dozen cities
along the river, one of them can’t take care of the pollution of the
water. Even certain traffic features fall into that category. We
have a beginning in this country, anfl perhaps a low level of activity,
but we hdve it, a disposition on the pprt of the different governmental
units to cooperate. If they have that attitude, they have already
gained the main thing they need. They can get a grant for that now
without any further legislation. The governmental units within a
metropolitan may now form a loosé voluntary association, In this
area, the Metropolitan Council of ‘Governments, for example, has
received a Federal grant. ' w

Mr. Harvey. You cannot use the city of Washington as an|example.

Mr. Stewart.. This didn’t accrue to it out of any particular legisla-
tion for this area. I understand theere is a similar organization in
Loos Angdles County and in perhaps|half a dozen other cities where
there is a high degree of formal cooperation between the different gov-
ernmental jurisdictions within it. If they achieve that they have
achieved the main thing. I am thlking about a willingness of
cooperation. : ! ‘

Mr. Harvey. Your answer, as I gatlier it, would be that you see the
Government more in the role of an atbitrator in settling disputes be-
tween these various units rather than extending the grants to encour-
age metropolitan planning; is that right ? ‘

Mr. Stewart. I don’t think it is a problem that should go to the
Federal Government for its solution. ; We have had metropolitanwide
action in various particular ways ihduced by the urgency of the

problem. ‘ _
Under the 701 program the Federal fovernment now has what seems

to me a very alluring and powerful incentive. They can get a sub-
stantial grant to carry out metropolitah planning on metropol}tanwide
problems. - They must agree to work dut plans, the execution of which
will call for their cooperative action, and this is available now. This
was in the 1965 Housing Act. |

Mr. Harvey. Thank you very much.; ‘

Mpr. Barrerr. Mr. Moorhead ? |

Mr. Mook¥itap. Thank you, Mr. Chajirman. ‘ ‘

First, lét me commend-you on your gupport for the rent supplement
program.. . T am totally conwvinced thaf public housing alone cannot do
the job-anth semethimg-was needed and I hope that the rent supplements
will work emt and be successful. P , |

My first question, gentlemen: Do I éorrec;tl’y understand your testi-
mony that whether we enact this demohstration cities program or not,
you recommended that either this committee or the Government, Opera-
tions Committee, of which T am also # member, report to the House
favorably a bill to establish a coordinator, a Federal coordinator to
coordinate various Federal programs ih the metropolitan area; is that
correct ? boot o

Mr. Witittamson. Mr. Moorhead, the eredtion of a Director of
Program Coordination is already in {the law. This is part of the
Department of Housing and Urban Development Act, the Cabinet
bill. The Seecretary has not appointed|that Director, and that Direc-
tor has the responsibility to achieve cdordination. Now, S. 561 does
address itself to coordination and it isa good bill. We have supported
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the bill, particularly title V which reqnires comprehensive planning
as well as coordination as a prerequisite for existing grants-in-aid.

Mzr. MooruaEap. What we are ‘lob ing for is coordination, not just
at the Washington leve], but in the localities to be sure that housing
departments and the poverty program and the HEW programs are
;vorking together. This I favor and I take it that this is what you

avor, ‘ bl :

Mr. Emren. We favor it without this piece of legislation.

Mr. Mooruean., With or witlloq‘t.“ This is what T am looking for,
I think even in those areas which are not selected as demonstration
cities, if this bill were passed, there are still enough uncoordinated
Federal programs and «tﬁere should, be“ a greater degree of coordina-
tion at the local level. | i ‘

Mr, WiLLiamsoN. Mr. Moorhead, T iguess T have testified against
the creation of a Cabinet-rank Department of Housing and Urban
Development for several years an fre‘member Mr. Beuss questioning
me rather thoroughly in 1962 or 1963.  The principal thrust of that
bill was the coordination pf all these‘”}?edera{ rograms that are de-
signed to assist the cities. I think [we can find in that bill the basis
for a new degree, a high degree of coordination, if it is implemented.
But this bill is not neces‘sary—ljdqm’t think you have to give the

cities more money to,achieve coordination. ; ‘
 Mr. Moorugap. Theére is a thread running through your testimony
that T would very much want to get some help in finding the answer to
the problem you are reciting. o j '

r. Emlen, on page 4 of his testimony, talked about a gap in
local initiative. ‘On page 1 he talks ahout the cities doing that which
they should have been doing, Mr. Williamson talked about too much
apathy and indifferences pn the local level, the ills to be found in the
local authorities and Mr. Stewart, tallt#‘d about the lack of willingness
of the local authorities to cooperate.| . |

In the testimony that is going to be presented by the chamber of
commerce, they talk about the cities having the resources, but that the
resources are not always mobilized eﬂe@tivetfy. .

What you are saying to us is|that there is something missing at
the locallevel. What I want to ask you gentlemen is, Why? R

Mr. Emien. I would' like to :just ‘p“hilosophi»ze on this a little bit.

I have had some experience in township government in suburban
Philadelphia where I'was serving on {the board of commissioners. for
5 years. . w ; L

}I watched, for instange, the de“veeld)pment of the suburban trans-
portation complex that required an intercounty. cpoperation. There
are five bedroom counties outside of Philadel LCounty... T watched
and had a hand in putting together ﬂle' enthusiasm for getting these
commuyter trains, having the two railroads and the Philadelphia Trans-
portation Co. work together on this business.

I am particularly aware that one county held out and held out and
held out and would not join this compact and we went down and beat
on them and argued with them and so forth-—but the thread that runs
through this testimony, as I say, I feel very strongly about this. This
is the initiative—the initiative that wastaken is the kind that Mr. Wil-
liamson and I and Mr. Stewart are talking about. It wasa 8- or 4-year

struggle to get this thing together  and you have people who are very
‘ \
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. |
liberal and conservative in their lesnings—it was hard to get them to
work to%el‘ather. I think the commutelr transportation problem in Phila-
delphia has become outstanding bedause of this effort. ' But it took a
lot of local initiative on the part of these different political subdivi-
sions, and the ones with the most initiative worked with the ones with
less initiative. ; ‘

These local cooperation programsi,gqod or bad, depend on the com-
petency of the local politicians and the administrators. Itis very—a
© very hard thing to answer, I will adnit, but it can be done, and it can
. be done without any Federal interveition as it did in this case.

: . WiLriamson, I think, sir, thrbughout the years, therq‘ is a tend-
ency on the part of Washington—hnd this is not criticism of this
_administration, the same thing happened- during the Eisenhower ad-
~ ministration—of trying to pusﬁ this paoney out to the communities and
" not make the communities measure up to their own responsibilities. I
think for many years the workablel program was something that a
mayor could dictate to his secretary some afternoon and send . And
I think that considerable apathy developed in the communities and the
rush was on to get the money and they would come to Congress and
cry about the redtape and Congressmen are always sympathetic to
local officials who are not getting the money fast enough.| I think
that this is the source. of considlerable difficulty; think we
should have made it tough on the communities to qualify for these
Federal grants-in-aid and should hdve made them adopt minimum
housing codes, enforce the codes, and now we are w-aking up to the fact
that these omissions on the part of logal officials result in the program
not meeting the goals that weé talked about over the years.
_ Mr. MooruEap. If I understand the thrust of your testimony as far
as answering this complaint about the local initiative gap, ol recom-
mend, not! that we grovide more in the way of the carrot, but a little
more in the way of the stick, would that be correct? .
Mr. WinntamsoN. That isright.
Mr. Moorueao. Thank you very mugh.
Mr. Barkerr. The gentleman’s time has expired.

Mr. St Germain? -

Mr. St GerMain. I certainly appretiate your testimony this morn-
ing. A good part of it is constructive. Yet, I am overwhelmed. I
"do not mean that in a derogatory manner, but I do not think that
you ‘gentlemen have graspe§ at all and come to the understanding
that we on the committee have come to gfter almost 2 weeks of hearings,
as to the téchnique that is to be used here, because you cite the facts,
. for instance, that a limit has been put ¢n the amount of urban ie'newal
“for each of the next 4 years. Also, ont public housing. True, that is
a fact. But the 80 percent of the fuhds here are to be utilized for
more programs that are not covered by Federal grants. So that the
.incentives here are not nearly—in my opinion it goes further than
just all of 4 sudden push a great deal of Federal money into the local
city treasury. It gives existing Federal programs—it exists for these
programs but it gives the particular community—makes funds avail-
able to it, extra funds to work on progtams that they probably would
not be able to get to for many, many|years. We complain a great
“deal about Uncle Sam trying to do so much for the local communities.
Mr. Emlen states that he was on a boardl of commissioners. - You were

a member of local government. I do|not know what the financial

{
{
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status of your particular community fis, but most of the communities
* today are in trouble. They cannot keep up with building of schools.
They cannot keep up with many things. | A highway depot—a facility
needed to maintain the streets and whathave you. We've got problems.
Without Federal funds these communities would have deteriorated
completely. So I do not think we should always be critical of this.
i1 bappreciate the fact:that' much of your testimony is constructive. -
I.am wondering if you:did grasp the intent or the techniques that
isintended. _ ; by e

Mr. Wirriamson. In our testimony we said, T think, that tlie prob-
lems are more fundamental.” ‘Youl touched: on it. : Tiseal ‘and ‘State
governments, many:of them, are impoverished. - They rieed money.

_This just nicks at the problem. , There are many Members of Congress
‘that are getting reagy_ to address themselves to' that problem of
helping local and State governments. ‘I think if it were not for the

* Vietnam war there would be considerable consideration given every

~ one of the several plans knocking around. on. the Hill involving shared
revenues. Things:like that a) proﬁ;iflh it fundamentally. and that is
the problem; this bill won’t do it. | It will do it to'a very limited
extent. But we certainly agree with you that many State and local

.governments are in a bad way, a‘nd“rpaybe as they become urban
oriented and urban dominated under the one-man, one-vote rile they
might become more responsive to the needs of urban areas; and they

“might not, too. R : L

Mr. St Gmrmarx. As far as incentive is concerned, how do you
gentlemen feel we can provide that incentive? « How: do we give
these people a vote in the communities? Howdo we inject them with
the necessary incentive where it is monexistent? ‘Oftentimes I feel
we find a' group within the comrxf‘tfnity who are just anti’s. ~They

- do not have the courage because there is a low incentive to make that
investment in order that in the years ahead we will see this community
thrive and will survive. ‘Do you have/any suggestionson that?

Mr. Esrien. I would like to comment, l\fr St Germain.

You have something else besides lack of initiative. . You have in
many cases sincere political philosophy that rejects séme of these pro-
grams and approaches and }E know specifically in-my own township,
after I was off the board of commissioners, there was a chance to avail
ourselves of some Federal money in the improvement of local parks—

1

a local park situation. The board unanimously rejected it and they

n
said they did not want any Federal money and they would do it them-
selves, and they did. ! i ‘

Mr. St GErMAIN. - They did sométhgig about it, though. I am con-
10y

cerned about the communities where they reject the Federal funds and
they do not do anything about it. They are the ones who are in
trouble. Ll L

Mr. Barrerr. The time of the gentleman has expired.. Mr. Reuss?

Mr. Reuss. I, too, want to commend you and your association for
your stand on rent supplements and rent certificates. I think they
are good programs-and we need y}:g‘ support because it indicates just
once again that your association is willing to-evaluate matters as they
unfold in the light of new facts. | | ' ‘

I think you made a good point in your presentation when you point
out, as'you do on page 5, that you haveone committee of the Congress,
the Government Operations Commiﬁ‘tee, looking“at the so-called

B .
8
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Muskie bill and then you have this committee looking at the proposi-
tion of relations of metropolitan governments. You say lon page 5:

We thus have the rather strange sithation of two House committees simul-
taneously considering the same subject Qn two different bills. |

I agree. I think it is almost angmalous. = Since I am a member of
the Goyernment Operations Subegmmittee, I have asked that com-
mittee to coordinate its work and jgsend over that portion of the bill
which has to de with that subject satter, so that the right hand will
know what the left hand is doing. | |

I hawve just one question to ask yop. ‘

On the bottom of page 6 you quate from Secretary Weaver’s book,
“The Urban Complex.” And you quote just one sentence:

We seek to recapture control of the use of the land, most of which the Gov-
ernment has already given to the people. ; ‘

Well, that makes kindly old Doc Weaver almost look like a Socialist.
I wonder if you would mind readihg the preceding sentence in that
book, “The Urban Complex.” ‘

Mr, Wirizamson. T have the book and T will—I lent it to a member
of this gommittee. T will put in the record—in my opinion it is not
out of context, but we will put in thé entire two or three pages.

Mr. Reuss. I have looked jt up, and I think it is on page 6 of the

" book, is it not? The previous sentence says : |
Mr. Barrerr. This may be inserted in the record without|objection.
(The information referred to follows:) 4

Bxcerer FroM “PHE UrBAX CoMPLEX—HEMAN VALUES IN URBAN L’.‘IF‘E” BY D=r.
: IEE ROBERT C. WEAVER .(DOUBLEDAY)' ‘
. . : . : . : . \

Originglly this Nation wag developed 14rgely by offering people absolute con-
‘trol ov ide areas to facilitate the rapld improvement of the land.. Now we
are trying!to’ re¢over control of the:way land is used so as to achieve a proper
type of development of our urban dreas and-of our whole eountry. - Qur current
objectives are 1o.secure the open space nepded both for urban and rural recrea-
tion, to protect wildlife, ta promote conservation, to eliminate scatterization, and,
of course, to provide sites for the shelter vequired by our population.| Thus, we
seek to recapture control of the use of thd land, most of which the Government

has already givente people, ‘

Mr. Reoss. Iwill read the previous sentence : |

Our cuiwent objectives are to seeure the épen space needed both for|urban and
rural recreation, to protect wildlife, to prémote conservation, to eliminate scat-
terization and, of course, to provide sites for the shelter requied by our popula-
tion.. Phus, we seek to recapture control §f the use of land, most of |which the
Government has already given to the people ‘

You grenot against protecting wildlife?
- Mr. WiLriamson. No.
Mr. Emren. No.
Mr. Witriamson. All right. :
Mr. Rryss. You are not.against opeh space?
Mr; Wirizamson. No, sir. "
. Mr..Reuss. How about conservation ?
Mr. Wiaaamson. We are all for it.
Mr. Rieuss. You are not for scatterigation ?
‘Mr, WitriamsoN. That’s right.
Mr. Reyss. Actually when you read the whole quotation

the “Thus,”, it does not make Doc Weaver out as so bad at all. |
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Mr. Wrrzamson. I think we have t“‘Q ‘reagﬂ more than what you read, -
Mr. Reuss. You may Ip‘ut' in the whole Book. On the hadis of those
1 are not going to conderin Dog Weaver as'a

Mr, Wrirtamson. No. I

Mr. Reeoss. Thank you ver{{muc‘h. [

Mr. Bagrerr. Thank you, Mr. Reugs, | - = A

Thank you, Mr. Emfen, Mr. Williamison, and Me. Stewatt. You
have given a very fie presentation here this morfiinig. All time has
expired and our next witness:will be Mr, James F. Steiner, conistruction
industry manager, representing the U.S, Chamber of Commercey ac-
companied by Mz, Harveéy Hallenbeck, chatiber staff senior associate,
and Mr, Richard Breault, ¢harber staff senior associate:

Will you please come to the witness table? L

It is certainly nice to have you here this morning and yout associ-
ates. . We wish to make you feel at home and as comfortable as we
possibly ean. ‘ R v :

If you are going to réad the statement, you may. do s6. ' We dan .
ask you questions after you read thestatement. It is one statenient?

r. Sterver. Yes; Mr. Chairman, | | -

STATEMENT OF JAMES ¥. §TEINER, CONSTRUCTION INDUSTRY

MANAGER, REPRESENTING THE U§. CEAMBER OF COMMERCE;

ACCOMPANIED BY HARVEY HALLENBHCK, CHAMBER STAFF

SENIOR ASSOCIATE; AND RIGHARD)BREAULT, CHAMBER STAFF

SENIOR ASS0CIATE e 3 o

Mr.. SteINER, My hame is James F. Steiner. I am construction
manager-of the Charmber of Commerce of the United States. ‘

I am here to present the national: qhamber"s recommendations on
H.R. 12341—the praoposed Demonstration Cities Aict of 1966. :
This bill proposes a city demonstration program for the coordinated
use of all available Fedéral aids ; prescribes the conditionsunder which:
Federal subsidies will be made avail specifies’ the authority of the -
Secretary of the Department of Housing andUrban Development
under the proposed program; authorizes the creation of an Office of
Federal Coerdinator for each community having a demonstration
program; permits the provision of technical assistance to communi-
ties; authorizes grantstocover the full cost of relocation payments to
displaced individuals, families, business concerns, or nonprofit ‘orgs-
nizations; makes funds appropriated available until expended; pro-
vides ‘that the Seeretary .consult with each Federal department and
agency affected by eaeh city demonstration program before entering
into a commitment to make grarts; and authorizes the appropriation:
of such funds as may be necessary to carry out the provisions of the act.

The national chamber recognizes that improving the quality of
urban life is among the most critical of nationwide problems. 'We are
working for, and we support action for, greatly increased local leader- -
ship in community development and for the continuing moedernization
of local and State governments, [Following my s})eci ¢ comments on
H.R. 12341, I should like to discuss actions which the national chaniber
is taking to speed community dex%e‘lopplent progress.
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onal chamber does not beljeve that H.R. 12341 would result
d/demonstration of city problém solving because: | '

1. The bill it based on highly questipnable assumptions. |

2. The bill calls for heavy Kederal [fontrols on local actions, and in-
cludes pravision for Federal designation of a local coordinator—a sort
of commissar or czar who would sess vaguely defined powers.

8. The bill contained a blanket reqiirement for-use of “all available
Federal ajds”—aids-which, in the light-of local circumstances, may or
may not-he.appropriate or'desirable or merit ﬁriority. L

4.b lThe bill 1s designed to treat symptoms, rather than causes of city

roolems, . . ke fow “

P 5. The bill is overwhelmingly concérned with money, and fails to .
recognize the key factor of people, deas, and.leadership for city
progress, RNy e T e e | P

6. The K)ill,,fa,iling to provide city s¢lection. criteria which admit of
direct and bbjective measurements, wol d permit selection by the ad- .
ministratioh of a small number of cifies which would receive large .
amounts of funds at the expense of the overwhelming majority of the
Nation’s communities. . L l

Let me detail these reasons for our digapproval of this bill.

- QUESTIONABLE ASSWAMEPTIONS " ©

le assumptions. - First, the

The ‘Coigress: fafthier finds and declares thht cities; both large and small, do
not have adéquate resources to deal effectively with the critical problems facing
them * * *, = ‘; 3

The problem is not that the resources o do the job are absent from
the cities, but that these resources are not always mobilized effectively.

Certainly 'there are resources in the cities. Cities are the centers of
the income:and wealth which have brgught the United States the:
highest standard of living in the world ahd made it the best housed of
thenations. -And,in fact, the subsidies enlvisioned in H.R. 12341 would
be paid from tixes which ¢ome, in the majn, from city areas. \

But the roundabout route of funds—from city to Federal Govern-
© ment, and, after. deduction of a Federal handling charge and im-

position of \Federal controls, back to lthe ecity—is not necessary.
Instead, citiesican, through effective organization and action, get far
more direct access to the funds necessary for local progress. ‘

Documentation of the fact that it is possible for cities to mobilize
their own resources for local improvements is provided by the ex-
amples, from 66 different communities over a wide ra,née of population
sizes, in the national chamber publication, “Some ommunity 'De-
“velopment Success Stories,” which we haye provided to members of
this committee:| Tl . 1

Second, the hill—page 2, lines 9 and follgwing—state:

* Kok additio'nsh Federal -assistanés. is essentigl to enable cities to plan,“ de-
velop, and conduet programs to itprove their physical emvironment, increase
their supply of adequate housing for low- and! moderate-income people, and

. provide educational and social services vital to health and welfare. !

This statement on the essentiality of additional assistance is con-

troverted by the many examples of cities which, on their own, an
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through both private enterprise and fpubllq efforts, are planning, de-

veloping, and’ conduéting ‘programs| to improve’ their physical en-

vironments, increase their supply of adequate housing, and provide
educational and social services vital to/health and welfare.

On this point,.I-would lik that: 1. have provided the

Smbi ' it y Hational chamber’s report

1t 1 : inar. conducted in

ngton, D. fles certain of the. .

examples contained i { 8S.Stories” . publicas. .

tion—telling both what was done. ‘ accomplished. - -

FEDERAL CONTROLS AND.A FEDERALLY DESIGNATED CZAR

The bill calls for heavy Federal controls on ‘local actions, and in- -
cludes *pmisionuwfornii@eg;rwb dﬁsigxi
sort of commissar or czar;who would possess vaguely defined powers.

At firgt glance, the bill seems to |deal with matters designed and. ..
directed by local leaders, . It says—page 3, section d—that— - -

A “comprehensive city-demonsttation program” is a locally prepared and sched-
. uled program. % * ¥ e N FR bt 0 e

But this can bequite misleadinig:. | [ /| 00 :

Actually, Federal controls sprina%l p [in the very next sentence—
section 4(b)~—which puts 'in the ha: XS‘ of the Secretary of Housing
and Urban Development the powers to determine if the local program
is big enough, if it is-aimed toward ‘mhe‘ffight kind of a well-balanced
city, if it is doing the right thing on education and social services
and employment and ttaining oppertunities, if itis cranking in enough
local resources, if it is' provided: with the right kind'of adminstrative
magchinery, if it is.using & relos i consistent with the Secre-
. tary’s regulations; if it 1s ass ? opportunity in hous:
ing choices, and if it is: mesting- ional requirements as the
Secretary may set up. o AR e

And then the bill—section 4(c) —-—c%lls on the Federal Secretary to
make judgments on local laws and regulations, neighborhood design,
technology, community relations an‘dlsegregation, and ‘comprehensive
planning. Clearly, thisis more Federal control over local affairs.

In 'section 5—page 6—there is a provision for the Federal Secretary .-
to make detérminations on the adequacy of local administration and
on ‘cocéperation amonig local agencies, | | ¢ '

And in séetion 7, there is indication of ‘how the reins of Federal
controls will be held.  For this is the %’tion' which gives the Federal
Secretary the power to designate, for each locality under the program,
a director of an “Office of the' Federal Coordinator.”

And so the programs become, less and less, matters of local determi-
nation, and, more and more, federally controlled and directed.

Such ‘a” Federal ‘director operating in a locality could become a
virtual czar, for the extent of his powers is only vaguely hinted at in
the bill provides—page 8, line 24 and following—that:

The director shall perform such functions!
totime prescribe * * ¥, [ b “ 4

as the Secretary shall from time

ationof+aloeal  coordinator-—a:



/ |
S

| ; |
618  DEMONSTRATION CITIES AN URBAN DEVELOPMENT

BLANEET REQUIREMENTS FOR USE OF| ALL AVAILABLE FEDERAL AIDS—
WHICH MAY OR MAY NOT BE APPROPRIATE, DESIRABLE, OR MERIT
PRIORITY ; !

Cities are never identical. Instesd, they are incredibly and wonder-
fully diverse. They differ in size drid composition of population, in
land area and topography and climatg, in the composition and rate of
activity of industry and commetce, injliving pattérns and expenditure
habits of farilies, and, among other things, in thé kinds and quantities
of public¢ ﬁz‘c‘iﬁties and services which the people want. ‘

ut H.R. 12341—failing to recognize both the existence and value of
this diversity—specifies—pags 3, lineg 16 and 17—that the local pro-
grams shall rebuild and restore— ‘,
through the comcentrated dnd coordinated use:of all avatidble Federal dids * * *,

This réguirement completely overlodks the fact that Federd]l aids—
and there/dre more than 100 of them aécording to the Department of
Commerce--of certain types may not be desired by the people of a
city, may not: be appropriaté for stilmilating the most rapid eom-
munity progress, or may relate to maltters of such low priority that
inclusion in a local program would o*xl’y hinder efforts toward more
important sccomplishments. S ‘ ,

This réquirement, too, overlooks t,hel faet that it might be foisting
off, on the local communities, Federal programs which are duplica-
tory or overlapping, or which might be beset by inefficiencies, redtape,
and récurrihg: problems. [ |

Before writing such a shotgun preseription, the Congress should
make a careful examination and evalunation of all of the 100 or more
components to make sure that these components (some of which have
been on: the Federal medicine shelf sinpé-ss long ago as the great de-
pression) axe necessary and:effective, thmake sure that the mixtures
will not prove harmful, and, in fact, tb make sure that the mixtures
will be actually salutary. ' A

. |
TREATS- SYMPTOMS INSTEAD OF CAUSES OF PROBIRMS |

Slums, blight, congestion, and other elty problems are caused by
forces which operate throughout urbanized and metropolitan areas.
They are no'more confined to certain néighborhoods than are the autos
(which: can- produee traffic congestion) confined to downtown and
prevented: ffom coming from or goingito the saburbs. Until jcauses
are identified, traced, and treated on: an|areawide basis, they will con-
tinue to credte increasingly heavy city pribleins. ‘

But the bill does not deal with causes of problems. ‘

Instead, HLR. 12341 deals with sympfoms—as if putting ice on the
head of a patient would get rid of the illness which caused the fever.
The bill talks of “* * * pebuilding or restoring entire: sections and
neighborhoods * * * of “* * * pyblis facilities * *. * commercial
facilities * * * industrial or other centers * * *» of “* * * adyca-
tional and social services * * * and sp on. But it does not direct
any efforts toward pinpointing the causes of city problems or toward
broad-scale, areawide action toward rodting out causes of problems.

|
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OVERWHELMINGLY CONCBRNED WITH MONEY—FAILS TO RECOGNIZE IMPOR-
TANCE OF PEOPLE, IDEAS, AND LEADERSHIP

H.R. 12341 proposes a startling new idea: wholesale subsidies. In
the past, a Federal subsidy has been used as.a means of selling a local
government on doing the bidding of the Federal Government. But
H.R. 12341 compounds the process, and offers a subsidy as a means of
selling a local government a‘wholesale package of other subsidies un-
der which it would do many things dt the bidding of the Federal
Government. o b b e .

For example, consider the position of a community currently eligible
for Federal urban remewal subsidies in the amount of 75 percent
project costs—with. 25 percent of the costs to come from local sources.
Under the provisions of H.R. 12341 it would cut its local share of
these costs to 5 percent (under the bill it would get extra, compound
subsidies to the extent of 80 percent of its 25 percent local share, leav-
ing it to pay only 5 percent), if it takes the entire package of all
available Federal aids—presumably winding up with an array which
might include aids for commercial fishing, and Eyr aerial photographs.

This compound, wholesale subsidy approach presumes that money
is the only sine qua non—that the dollar can do anything and that a lot
of dollars ecan do everything. | | i

But experience teaches that pegple, ideas, and leadership are even
more important. . The public must understand, want, and willingly
support efforts for improvement. Ideas are constantly needed on
newer and better and more efficient ways to solve problems. Leaders
are needed to weld the diverse elements of metropolitan areas into co-
hesive forces for betterment. | | |

People, ideas; and leadership are the real keys to greater progress.
But H.R. 12341 fails to recognize these essentials—and instead piles
subsidies on top of subsidies to create a system of compound, whole-
sale subsidies. In practice,it would subsidize subsidies.

In essence, this demonstration would only prove—that would dem-
onstrate that only an wunfair share of subsidies would buy certain
amount of action. “But what would it demonstrate to the.cities not
selected as demonstration cities? Would it stimulate them or take a
local action—would it stimuldte them to take local action or would
they only be motivated to wait for Federal subsidies? G

NO OBJECTIVE CRITERTA FOR SELECTION OF DEMONSTRATION CITIES—MONEY
TO THE FEW-AT TH XPENSE OF THE MANY

HL.R. 12841 fails to provides city selection criteria which admit of
direct and objective measurement. Instead, the bill delivers up to
the administration the critical decision on who shall get and who shall
not get. ] [

Instead of providing a yardstick by which all communities may
judge and be judged, objectively, the bill gives Secretary of Housing
and Urban Development the power to decide: :

‘What shall be of “suffiei i
What is “asubstantial i
What is “marked progress,’

=

What is “will contribute to a well-balanced city,”

60-878-—66—pt. 2-~-3
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What isto be included in the “p
What sre “maximum opportusities,”
What are “adequate local resoyrees,” ‘
W_\.h her “machinery is availalhle,”. : |
What plans meet, “the requirements of the regulations,”
What 18" “maximum opportunity in the choice of housing,” and
even “what additional requirements” might be needed. |
Anybody, everybody, or nobody cguld qualify under such require-
ments—subject to the judgmentsof th% Secretary. \ ‘
. Under these circumstandes, it seems apparent.that a. relatively small
group of cities is going to get a lot pf Federal money, and ithat the
people ifi the vast majority of the Naffion’s 18,000 municipalities (and
An'its 17,142 townships) 'will not only nbt get the money, but will be pay-

the taxes to provide the few with the money. , ‘

W h ederal ‘monéy will this small group of cities get?
“While we have heard that the amount 'y on the order of $2.3 bil-
lion, no Timit (hot éven such a huge oné) is contained in' the. bill.
Tnstead, H.R. 12841 provides (in sec. 12'on p. 11) : RN B

There aré‘hereby‘authorivz’ed to be approprinted such sums as may be n“ecessary
to carry out theé provisions of this act. oo o

This vacant stare at costs, in a bill overwhelmingly concerned with
putting money into a relatively small nhmber of cities, seems to imply
-either th wark of determini sts has mot been done or that

i ' ivulj “on such.determinations.

If I may!insert another sentence oritwo beyond. that in the text.
‘We would suggest that the Budget Bureau might be able to render
such an estimate and that this would beiof importance to the commit-
tee and to the public. Certainly it would be of great interest to the
national chamber. ‘ ’ \

The national chamber believes that it is- important that costs be
determined and exposed to full public scrutiny in this important field

of city improyement. C Lo ‘

Because HLR. 12341 is based on questjonable assumptions, extends
Federal ,conﬁols, requires use of :all available Federal aids (without
specific limitations regarding desirability, 'ap%roprialten'ess, or prior-
ity), treats symptoms instead of causes.of problems, dwells on money
without recoghnition of the importance of people and ideas and leader-
ship, provides no objective criteria for city selection, and would benefit
.the few at the ex({)ense of the many, the national chamber urges|that
the bill be rejected. b :

At the sametime, however, the nationalichamber urges that alterna-
‘tive actions be taken bo promote city progress.y - :

- NATIONAL CHAMBER ACTION FOR CITY PROGRESS

The national chamber works for the adhievement of. effective and
lasting solutions to city problems. We regognize that some cities are
achieving greater success than others in working out their problems.
But we believe that insufficient attention has.been given to many dif-
ferent efforts being made, and, that there has been insufficient orga-
nized dissemination and interchange of ideas which could speed the
progress of additional communities. . = ' :

Consequently, the national chamber, first, is taking action to bring
together, organize, publicize, and disseminjate information on. alter-
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native successful approaches :curn‘eﬁtl being used : for solving city
problems. Areas in which national ch: mber is working include steps
to: L e ] ‘

1. Conduct conferendes for i»‘E‘s‘t:at%e,‘f’l'(‘a»'ca\l ‘governiment, and com-
munity leaders at which officials and experts present information
and recommendations on:'ways to modernize local and State 2ov-
ernment actions for the mere efficient solution of urban problems
through the exercise of local and State government responsibility.

2. (grather information, from ' commurnities throughout the
United States, on ways in ‘which urban problems are being solved
by the mobilization and utilization of local resources, and publish
reports giving detailed information on how the problem-solving
action was organized and brought to completion; ‘

3. Provide eonsulting serviees to distribute kriow-liow on com-
munity development to both pr ate and governmental leaders. -

~Second, the mational chamber reeognizestheneed for systematic and
comprehensive’ work to blaze the f;r:ail to newer and ‘more efficient
methods for' solving '¢ity problems and ‘eontributing to ‘community
progress: Braeef blapionis L muienlil j it
On this, we believe/that we are already taking the'lead through'the
national chamber’s task force on e;(zono ai¢'growth ahd opportunity.
ER S : | ENSIRE 3 Ly

‘ ‘ bl .
TASK FORCE ON E@ON‘OMIG“ i(}#tow "AND OPPORTUNITY

As T have indicatéd,.the nati hambet fully recognizes' that
improving the quality of urban lifeé is among the most critical of
nationwide problems. " By opposing H.R. 12341 we in'no way imply
the contrary. But we believe that|solutions to complex urban prob-
lems can be best found through carefully planned studies and projects .
involving local talents, resources 'and initiative rather than through
crash pé'ojects predominantly dirbd‘ted‘by people sitting in 'Washing-
ton, D.C. | IER

" In accordance with this‘convictio‘n,. the national.chamber has invited
over 100 chief executives of major American corporations to make
serious: independent studies of two o{f‘th‘i's:country’s most important
domestic socioeconomit problems: poverty and America’s cities. This
business study ’%roup"i‘s called the task force on economic growth and
opportunity. The chairman is Erwin D. Canham, editor in chief of
the Christian Science Monitor, || || .+« inl roi =

The task force has now served for over a year and a half. During
this time it has devoted its entire|efforts to the study of poverty, a
problem that relates closely to cities; “ Ower' 85 leading experts have
been commissioned to develop background papers on various aspects
‘of this important problem. fEen panels involving over 100 authorities
have met to advise the task force, Six field trips to representative
parts of the country have béen made to get firsthand information
at the local level:  The-task force 1tself has researchéd the subject.
Two reports on poverty have been issued to date; several others are
in various stages of development. | |

The two reports address themselves to a host of issues, ranging fromx
the definition and measuremeént jof poverty ‘to ¢hanges- in the Social
Security: Act. ‘The value of this study is indicated by “comments
received from private and public leaders who have read the first

bl
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reports—from Bill D. Moyers, specigl assistant to the President, who
told the task force that the study was providing “many extremely
useful insights into the problems of poverty,” to Governor| Hughes,
of New Jersey, who told the task force that “an effort such a$ yours—
a serious, independent and extended:study of poverty—will be very
significant in carrying out the war lagainst poverty,” to Daniel P.
Moynihan, former Assistant Secretafy for Policy Planning|and Re-
search, U.S. Department of Labor, agd now a member of the faculty
of Wesleyan University, who recently wrote in.an academic journal
that the first report “is perhaps the most competent commentary on
the Government’s antipoverty program yet to appear.” ‘

" The national chamber’s task force has now begun a similar study
of America’s cities. The study will look at the causes of urban prob-
lems in a methodical and scholarly approach. The economic poten-
tial of cities will be analyzed. Major problem areas, such as housing,
transportation, environmental pollution, fiscal and governmental ar-
rangements, will be studied. | |

'A reseatch advisory committee of 14 outstanding experts on urban
jssues has been formed to help the task force. These experts are:
William| G- Coleman, executive dirpctor, Advisory Commigsion on

Intergovernmental Relations; Thomag Coulter, chief executive officer,
Chicago Association of Commerce and Industry; John 'W. Dyckman,
chairman, Center for Planning and Development Research, Univer-
sity of California at Berkeley; C. Lowell Harriss, Department of
Economies, Columbia University ; Walter E. Hoadley, vice president
and treasurer, Armstrong Cork Co.; Norton E. Long, Joint Center for
Urban Studies, the Massachusetts Institute of Technology and Har-
vard University; W. Thatcher Longstreth, executive vice president,
Greater Philadelphia Chamber of Cémmerce; Arthur J. mesclen,
executive vice president, Greater Hattford Chamber of Commerce;
Jerome P. Pickard, research director, Urban Land Institute; Tohn Ww.
Riley, Jr., vice president, the Equitaple Life Assurance Society of
the United States; John T. Howard, head of the department, ithe. De-
partment of City and Regional Planning, the Massachusetts Institute
of Technology; Saul B. Klaman, director of research, National Asso-
ciation of Mutual Savings Banks; Arthur M. Weimer, special assistant
to the president, Indiana University ; and Arch M. Woodruff, provost,
University 'of Harvard. : |

Arrangements are being made with| leading universities to gather
information and to tap the country’s best brainpower. The task force
has begun ite commission additional gxperts to develop background
‘papers and to serve on advisory panels. Field trips are being planned.

Further, the task force members themselves will bring to the study the
rich background each has in economics and institutional organization ;
in the practical solution of problems. ‘

As an introduction to the urban study, the task force recently held
a symposium in which over 20 noted urban experts participated. The
proceedings of that symposium will doen be published. Following
this, the task force will issue reports ealing with various aspects of
the urban scene. ‘These reports will be released one at a time as soon
as they are completed. As in the case of the poverty study, the reports
will be made available to the President and his Cabinet, to the Mem-
bers of Congress, to the Governors of lthe States, to leading colleges
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and universities, to trade associations, private research organizations,
and others. ! i a5t '

By these studies the national chamber and the task force hope to
contribute to a better understanding of major social and economic
problems. In turn, we hope such better understanding can lead to more
effective policies and programs—both private and public—for the
alleviation of these problems; to nal and feasible programs de-
veloped outside the crisis-oriente josphere that so often leads to
crash programs which later have to be restructured or eliminated after
wasting peoplé’s money and, more important, delaying solutions while
raising expectations. ; Tt b o

Through its study of poverty, the national ¢hamber-and the task
force hope to help improve current antipoverty programs, some of
which now suffer the results of crash action. '

Through its study of America’s cities, the mational chamber and
the task force hope to help the Natib{n avoid the pitfalls of potential
crash programs that could be superimposed on the galaxy of existing
programs created under varying conditions of depression and pros-
perity, war and peace. = bl

What we are trying to do is probably best ¢onveyed by something
that Wesley C. Mitchell, the great American economist, and founder
of the National Bureau of Economic Research, once wrote:

Our best hope for ‘the future lies in the g‘exteﬁsiom to social organization of the
methods that we already employ in ofir| most progressive flelds of effort. In
science and in industry, we do not wait for catastrophes to force new ways upon
us * * * we rely, and with success, upon ‘quantitative analysis to point the way;
and we advance because we are constantly improving and applying such analysis.

To be sure, action is needed now to-solve our urban problems. But
that action must be guided by sound analysis of the problems to be
solved. These problems are extremely complex. They penetrate into
the very heart of political and fiscal organizations and arrangements.
They reflect the technological and social “revolutions” we are ex-
periencing. Much analysis of these problems is lacking. In its ab-
sence, there is little reason to believe that our urban problems can be
solved simply by adding another massive overlay on existing Federal
efforts that go back nearly 80 years but that have registered no major
breakthrough in improving our urban environment.

Mr. Bargerr. Thank you, Mr. Steiner. :

T have no questions to ask you, but I do want to make a statement.

I have been in this committee for quite some time. I have never
yet ‘withessed any occasion, where the chamber of commerce, the U.S,
Chamber of Commerce came in to testify in behalf of the bill relative
to the needs of the people throughout the various cities. Yet I have
observed occasionally where the chamber:of commerce came in from
the local areas, and T specifically name the one from Philadelphia and
favored bills,~and I would jsay to them, because of my association
with them, the U.S. Chamber of Commerce is unalterably opposed to
these bills and they would say the U.S. Chamber of Commerce is not
speaking for us.

Mr. Steiner, I do not want my|/statements to reflect on you very fine
three distinguished gentlemen. I just want to go on record as saying
it is strange that the U.S. Chamber of Commerce cannot, get interested
in anything that might be in the best interests of those people who
cannot help themselves. Mr. Fino?
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Mr. Fino: Thank you, Mr. Chairmai. :

Mr. Steiner, your testimony considé¢red it so basically and entirely
on the billlH.R. 12341. It made no mpntion in the testimony of H.R.
12946. 1flit is convenitnt; eould yo ?ovide your position on this
bill for the record of these hearings?{ You do not have to answer it
now. Youcansupply that information) ; ‘ ‘

Mr. BARRETT. Wll)thout objection,so drdered.

(The information requested follows:) '

SUPPLEMENTAL VIEWS OF JAMES F. STEINER, ggms'mwcﬂow INDUSTRY MANAGER, ON
g H.R. 12046 ' |

Title I of H.R. 12946 would provide (withjrespect to certain Federal subsidy
programs) exira subsidies in theicase of projeécts which are planned, programed,
and coordinatéd on a metropolitanwi i !

In metropolitan areas containing'a - \ of municipal jurisdictions, the
projects in’ one such jurisdiction can have effects, good or bad, in other juris-
dictions. Coordinated project activities migh produce greater total benefits for
all affected jurisdictions than might uncoordinated activities—but, of course, not
necessarily greater benefits for the jurisdicti'_bn in’ which a project might take
place. ‘ v : \

Differences of opinion arise, however, with regard to ways to achieve joint
action. T it . |

The national chamber believes that the answer lies in the establishment of a
true community of interest. That is, that, first, there must be.created a|broad
public awareness that some typesiand sizes ofiprojects in one municipality will
have effects in others; that, second, there must-be an appreciation of the extent
to which each and all might benefit from mufual action; and that, third, this
awareness and appreciation must be translated into effective public déemand for
coordination of specific activities, . }

The bill, H.R. 12946, uses.a different approach: It is aimed at using the pres-
sures of the purse to produce governmental cot dination among the units of a
metropolitan area. Specifically, iti would do this by providing bigger subsidies
to those who coordinate‘than to those whe do not. {

Without debating the merits of using such: Federal subsidy pressures, we
would point out that there is an important question which the bill leaves unan-
swered : Why give an extra subsidy to those who coordinate instead of making
coordination a prerequisite for the granting of the basic subsidy? '

That is; if coordination is of as great importajice as stated in section 101, and
if Federal subsidies are to be the device for:pressuring such. coordination, then
why not make su¢h coordination a requirement fof locsl.participation in all of the
federally assisted ‘activities listed in section 10§ ‘of the bill? Would this| not
produce more widespread coordination, -and, in} addition, be more economical
than extra subsidies? X i , ;

Title II of H.R. 12948 would set up a so-called new towns program-—encourag-
ing municipalities and other public corporations t6 get into the buying and selling
of land for devélopment. ) o \

This proposed program seems to imply that thege is a dearth of major develop-
ment beyond the edges of our cities., Nothing coisld be further from the truth.
In addition to major suburban development, private enterprise is-already creating
new cities which are complete with industrial, shopping, and residential areas, as
well'as places for education and recreation. The ngw town of Reston, near Wash-
ington, D.C,, is butione of many well-known examplés. : |

The program osed in title IX simply does not n to beneeded. Worse, the
Government land-buying feature might result inta bidding up of land prices,
thereby slowing down:new city development and putting up.a high-price roadblock
to people who ‘othetwise might find a home and a place to work in a new town.|

Title III of ‘H.R. 12946 deals with the grant guthorization for urban mass
transportation. i |

When the urban ‘mass transportation bill was before the Congress in 1964, the
Chamber of ‘Commerce of the United States opposed the bill because our policy
is opposed to Federal aid to urban mass transit. The position of the chamber has
not changed. ; ‘
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Title IV of H.R. 12946 would subsidize |8 ‘atq or:local governmental ‘‘informa-
tion centers” demonstrating :the:a‘ssembls“ ind |dissemination .of information on
urban needs and on urban programs and activ éies, both piiblic and private.
The basic question that must be resolved here is whether this proposal would
produce a desirable, efficient; and economical Eglterchange»of information on the

manifold public and private activities aimed at the solution of city problems. This
is 8o because, under H.R. 120486, the information centers wonld be governmental
operations while a tremendous v&ume of ﬁhg actual pﬁban work is private.

Important urban improvement programs and activities are conducted by many
voluntary asseciations suéh as chambers: of comifieres, women’s organizations,
churches, service clubs, labor unions, social and fraternaliorganizations, ethnic
groups, school associations, and neighborhood groups, Fo¥, as Alexis de Tocque-
ville said, “The Americans of all ages, all conditions, and all 'dispositions con-
stantly form associationg * * *.'' Wherever atthe head ¢f some new undertaking
you see the Government of France or a man of rank in England, in the United
States you will be sure tofind:an association.” | (it

Under these circumstances, one must care: ully consider whether governmental
information centers, with overnment functionaries mal he critical decisions
on agsembly and ‘dissemination of information, anight become the objects of
charges of favoritism and partiality and. be 'legs-fch’an:Suoeessml instruments for
voicing information on the-£ull rangeof urban activities. . . ‘

Mr. Fivo. Is it your feeling and the feeling of your organization
that if this bill is enacted, that the \CQB ress should spell out much
more definitely what can and cannot| be Eone under its provisions?

Mr. SteiNer. Yes, Mr. Fino, It would seem to us, as we have indi-
cated in our statement, that the bill lacks speeificity in many of the
points which would be’of gﬁreat interest, not only to the persons who
might administer it, but‘the communities who*would: want to know
what kind of arrangemetit they are|getting if their community hap-
pens to be selected. We regret that lp‘mvision has not yet been made
for a congressional study of these /niore 't 00 programs which:
would apparently qualify under the Fed]:ral aid programs to be coordi-
nated at the local level. " Short of congressional analysis of these many
grogll'ams, certainly, it would bea o;omt‘fi‘bution't' aw the bill in more

etail. . | i i
Mr. Fivo. If the city demonstration program was reduced in size
and drawn within the realm of possibility or within the realm of rea-
son and local conttol, would you ap. rocate its trial on'an experimental
basis? What is your:view on that? | =~~~ o

Mr. Srerner. 1 'do not believe T understand yourquestion, Mr. Fino.

Mr. Fixo. Let me rept equestion, 1 o ‘

If the city demonstration program was reduced: in size and brought
within the realm of possibility and local controls, would you advocate
its trial on an experimental basis? | | | © R P

" Mr. SteiNer. We wotld like to see suchi a proposal presented sothat
it could beé'considered.” - TR ARG LT ’

Certainly, a demonstration, a very limited demonstration might be
useful. I would like to gugges t'the proposal made here is vast
in its concept in that it*'would involve the Federal coordination of
many programs. We believe a fi st step to constitute leadership from
the Federal level of government would beto have the ideas for problem
solving specifieally set forth for the consideration of local 'and State
government leaders so dould proceed on'their‘own initiative. As
we understand the prévisions of this bill, only a few cities'would be
involved. Therefi re are ideas which dan be utilized by all
cities, since rost ejtidé——something over 18,000  communities—woyld
not be the ones | ‘then there would be’something in terms of




b

S s |
626 DEMONSTRATION ' CITIES AND “‘URBAN DEVELOPMENT

advice which could be forwarded to all local governments and local
civic leaders so that they could get én with the job of solving urban
problems. ' ‘

Trimming this propesal back to just a few cities might be workable.
But at this time thete is ho incentive provided in the bill to do any-
thing except to proceed into a similar demonstration. i ‘

In other words, what the selected| cities—we. have heard numbers
from 10-ar 12, to 60 or 70—would démonstrate:is that with about 93
or 95 percent subsidies they can get cerpain aétion. ‘

* What does this demonstrate to otHer cities? ‘Tt only demonstrates
that they eould possibly get similar agtion with-similar treatment. It
is an incentive to stamd in line for subsidies. This standing in line
may take a long time. ~ I would haveito say for the national chamber
we would want to consider such a praposal as a revised bill. |

Mr. Fino. As I understand it, it ig your feeling that if this bill is
enacted, Congress should gpell out as much as possible, more definitely
what can and cannot be-dohe under its provisions? |

Mr. SteINER. Yes. ‘ 1o |

‘Mr. Fixo. On the demonstration city program, because of its finan-
cial needs' and concentration on thejvery limited number of cities,
would it nbt seriously place in jeopardly new urban renewal operations
outside the demonstration city progran ? . ‘

Mr. Steiner. I am sorry to ask you to repeat,sir. ‘

Mr. Fivo. On the demonstration city program, because of its finan-
cial needs-and its concentration in a'very limited number of cities,
would it not seriously place in jeopardy new urban renewal operations
outside the.demonstration ¢ity program? 1

Mr. StEiNer. It would seém so to me. ‘

Mr. Fivo. Just one more question. [T have seen that the real estate
board has ¢hanged its position on the rent subsidy.  Has the chamber
also changed its position on that ? |

Mr. Sterner. Our position was ennunciated——

Mr, Fixo. On the rent supplément? | , !

Mr. SternEr. We have not had a formal position: on the rent sup-
plements..  This question was asked last year of Mr. Robert P. Gerholz
who is now president of national chamber: As I recall, he indicated
that rent supplements provision is ‘g deviee which seems to him
preferable to public housing as a course of action for helping low
income persons. But we have not offi¢ially taken a position on rent
supplements. This was an expresion|of personal. judgment,

Mr. Fino. That is what I was going|to ask you. That was his own
personal opinion and does not reflect the thinking and feelings of the
organization ¢ : ! 1

Mr. SteiNes. It was Mr. Gerholz’s opinion. !

Mr. Baggerr. Thank you. The time of the gentleman has expired.
Mr. Reuss? |

Mr. Rpuss. Mr. Steiner, on two redent occasions I have had the
'opportunity to commend and congratulate the U.S. Chamber of
Commerce for its factual and construdtive testimony—on the Asian
Development Bank hearing a few weekp ago, and earlier this week on
the so-called Muskie bill before the House Committee on Government
Operations.: However, having heard the chamber’s testimony here
today, I am! obliged to say that I find it unbelievably negative, back-

I |




DEMONSTRATION  CITIES AND URBAN DEVELOPMENT 627

ward looking, and, in my judgment, unworthy of the U.S. Chamber
of Commerce. | e .

I find, for example, on pages 2 and 3 of your statement that you
reject the contention that our American cities lack adequate resources
to deal effectively with the critical problems facing them, On E)age 3
you say : “The roundabout route of funds from cities to Federal Gov-
ernment, and after'deduction of a Federal handling charge and im-
position of Federal controls, back to the city is not necessary. Instead,
cities can, through effective organization and action, get far more
direct access to the funds necessary for local progress.”

Thatisyourstatement, | | |

Frankly, sir, I find it incredible that the U.S. Chamber of Com-
merce does not recognize that our central cities are in desperate condi-
tion, they they have pressed the property tax to the limit, and that
the help of the Federal Government is necessary to use its progressive
system of taxation to bear some of the burden of helping our cities.
I just cannot believe that what is common knowledge throughout the
United States escapes the U.S. Chamber of Commerce.

On page 4, instead of addressing yourselves to the problems of
Federal and local coordination, you dismiss the local coordinator as a
commissar- or czar, implying that those behind it are using some Rus-
sian sort of action. bk ] v ‘

You mention that the chairman of the U.S. Chamber of Commerce
task force on the problem of cities is Mr. Erwin D. Canham, editor
in chief of the Christian Science Monitor. Has Mr, Canham seen the
testimony that you have presented Nere this morning, and does he
approve it ? : e :

Mr. Steiver. No; he has not. T believe he is on a trip abroad. But
I think he would agree that it is consistent with the policies of the
national chamber in which he hag heen a participant.

Mr. Reuss, may I respond to your=—r—

Mr. Rruss. Yes; but first, Mr, Chairman, I 'ask unanimous consent
that space be reserved at this point in the record so that Mr. Canham
can indicate whether he approves or repudiates the position in the
U.S. Chamber of Commerce statement before the committee this
morning. ‘ iz ‘

My, Barrerr, Without obj ectiohéé ordered.
(The information referred to fqlloWs :)

TASE FORCE ON Eb«‘mo;\uc GROWTH AND OPPORTUNITY,
i I | .| - Washington, D.C., March 17, 1966.

Hon, WiLLIAM A. BARRprT, | o v
Ohairman, Subcommittée an Housing, Committee on Banking and Currency,
House of Representatives, | N ‘ ' -
Washington, D.C. Sy :

DeaR MR. BArreTT: This is in response to the request of your subcommittee

that 1 provide my observations on testimony -delivered on Mareh 10, 1966, by
the Chamber of Commerce of the United States on H.R. 12341.
“The, subcommittee presumably made this request because I am chairman of
the Task Force on Economic Growth and Opportunity, a group ofsover 100 chief
executives of major Ameriean corporations invited by the national ehamber-to
conduct serious studies. of major domestic social and economic problems. The
national champer’s. statemient on H.R. 12341 described the task force and out-
lined the study of poverty, which tl‘legta‘sk force is now completing, and the study
of_cities, which the task force is now beginning.- :

While the national chamber’s testimony. on. H.R. 12341 seems to me to be con-
sistent with the relevant policies of the.organization, it would be entirely inap-
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propriate for me as chaitman 6f the task force to comment on‘the natuonal cham+
ber’s position. The Task Force on Economic Growth and Opportunity is an inde-
pendent; ‘group  making: independent. .studies, I, for example, hold no official
position in the national chamber, By “in ependent ” I mean that theé task force
is n6t bound by currént or past policies ‘off'the national chamber and, |conversely,
the nationhl chamber is in ho wa committied to task forcé recommendations. By
“mdependent,” ‘emphatically mean: that {the task force is determined to make
scholarly: and ‘objectivé: stud +Po"¢omipent. at this time on H.R. 12341 and
the natiengl chamber’s testimony when the-task force s study of unban problems
is just underway wotild prejitdice'the study

Furthermore, the reason th task force s launching a derious study of Amer-
ica’s cities is becdause we. believe that pubhc and private policies to solve urban
problems are handicapped by insufficient ‘understanding of the root| causes: of
these problems and of ‘the mest effective; ‘means of solving them. For several
decades we have been creating and’ apvplyxﬁg a galaxy. 'of Programs atz all levels
of government to alleviate ‘our urban pr¢h1ems Despite: this;, some of ‘these
problems ave getting worse rathef than b ter.! It:is: unﬂetstandafble, \therefore,

I ion leglslatlon ‘which they believe
would €88 allv provide; mﬂy _more of the same ;programs, On the other hand,
in: the absence of more knowledge about thd ¢omplexitiés of our urban problemns;
it is understandable why some, people and ‘groups seem unable to preseribe any-
thing different. Hopefully, ‘thie’ task fore study: cah throw new light on our
urban: problems-and help everyone-interestéd in making our cities better places
in which tollve and ‘work.

The Chamber of Commerce of the United i8tates, by sponsoring the task force,
demonstrates its keen interest in helping toisolve human problems. Few if any
business or Iabor organizations have ever sponsored in-depth studies of the kind
the task force is doing. Few isponsoring organizations have given such study
. groups the kind of autonomy enjoyed by the; task force; In our current study of
poverty—which has been in process for over | year and a half and which is very
much a study of human problemis—we have gbtdined contributions fromliterally
hundreds of people in practically évery walk of life and of practically all persua-
sions. In addition to panel discussions and| field trips, we have commissioned
background papers from over 35 experts representing a host of views and ¢pinions.
These papers are being printed in our repofts so that any reader can see for
himself how the task force reaches its concludions and how it agrees or disagrees
with the autHors. 'We plan to follow much the same approach in our $tudy of
cities, which, again, is very much a study of hufnan problems.

And lest there be any question about the specificity and mdependence of task
force recommendations, let me cite but 1:of the 45 recommendations contained
in the 2 reports issued to date on poverty. In our second report, “Poverty: The
Sick, Disabled, and Aged,” the task force recofnmiended that a sig'niﬂcantw way to
help our oldest and poorest citizens-is to bring under the social security retire-
ment program:all Americans 65 years of age nd over who are not now eligible
for benefits. Granted, this recommendation i3:not new, .: But for us on the task
force it followed from an objective consideration of the facts compiled by out-
side experts an{l analyzed by us.

The task force is happy that the U.8. Congkess recently passed Ieglslation to
cover all Amerieans over the age ¢f 72 with a benefit of $35 per month for single
persons and $52.50 for couples. Hopefully, the Congress will, in time, fully im-
plement the tagk force’s recommendation by lowering the e11g1b111ty age to 65
and providing & higher monthly benefit. Most satisfying to:the task force was
that the proponents of the legislation made considerable use of the task force
report during Senate debate. We would like to believe that our recommendation
‘had an influence on the success of the measure* despite opposition by the leader-
ship of the majority party in the Senate. :

The national chamber, through this task fo1 ce, 18 making an 1mportant con-
tribution to helping people. The national chantbér has a long record of support-
ing efforts to help all Americans enjoy the rewalrds of this great land. Since its
support of thé original Smith-Huaghes Act of 1917, the national chamber has ap-
proved legislation and programs necessary to stimulate the development of skills
and human resolirces; necessary to help people become productive and earn good
livings. The natlonal chamber fully supporteéd the so-called impacted areas
education legislation following World War IT!when it was needed. The na-
tional chamber supported several parts of the National Defense Edueation Act.
By supporting the recent income tax cut and a host of programs to promote eco-
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nomie growth, the national dhariber has ‘cﬁmyibuted ‘to-efforts to help.all Améri-
cans live better. - And by critically bvalwaﬁi;ig: social and economic legislation and
pointing to weaknesses and dangers ‘where "hby exist, the national chamber per-
‘forms a significant service to the Nati n, I/ point thig out simply to correct a
mistaken' impression voiced by people who! are.not fully: aware of the national
chamber’s past and present programs and positions and who judge the organiza-
tioiy solely on: the basis .of its iand on:- a -giVZn issne or legislative, proposal. :

: nake this lqtter“a; part of the record so that the im-
portant distinction in the relationship between myself and the Task Force on
Economic Growth and Opportunity and the Chamber of Commerce of the United
States will be clear:to-all who read:the hearings. arl R s e o

Sincerely, e I8

I sincerely hope you can ma

. i Db 1] : Eewin D. CANEAM,
© Mr. Ruvss. Now, would you commentssir b & .« ©t

Mr. Sreiner. Mr. Reuss; you have indicated that. you. believe that
the problems of cities have eseaped the national ehamber. We do
not believe that this is true. We ‘h%a;va been: students of the problems
of cities for a very longtime, (- ' | i £

Mr. Reuss. I-wassimply referrin tqgourt ithony-here this morn-
ing, the portion that I read, whicl-takes the: position that the cities
have 'adequate:tax: regounces withih‘;&xeir berders, and the Federal
Grovernment hasno helpful role to play e i

- Mr, Sterxer. Thérs are two important peints which might be made
in-this regard.. . . . Fb s Ly :

First is the question. of ‘where the Federal Government gets the
money to supply the 'subsidies that are proposed.. Our conclusions
are that, as we have indicated, the/ Federal Government gets the money
from the same sources that the logal governments get. the money, that
i, from the people. ‘

i bl .
Mr. Reuss.. If I may interrupt ‘; “u‘ there, that is why I cannot really
e g

believe that you. speak .for ‘the . ‘Chamber. Surely, the U.S.
Chamber knows that the reason the Federal Government is needed in
the picture is that wealthy peopié‘——like’ U.S. Chamber of Commerce
members—Ilive in the suburbs, an‘d_‘d‘o‘not contribute tothe well-being
of the central cities, and that 1s why the Federal Grovernment, with its
progressive system of :taxation, has 3 necessary role to play. I just
%mriot believe that you have gone that far back—to President, Mc-
Kinley. - i v ; | .

Mr.ySTEINER. I wish to respond to the gassumptions you have made,
Mr. Reuss. ‘ IS ;

If you willisee on;the first page of our testimony, the statement
indicates the number of businesses underlined that are represeénted
by the national chamber. = There are 3,900 business organizations with
an underlying membership of 4,800,000 businessmen in 50 States. 1
do not think the record will show that there are this many wealthy
businessmen living in suburbs. T‘é‘h@. national. chamber is generally
representative of the whole business community, and this includes
many small businesses aswell as larger businesses. - ‘ :

Mr. Reuss. My point, sir, is that| I do not.believe that the large.
number of those wealthy businessmen living in;suburbs who are mem-
bers of the U.S. Chamber of Commerce agree: with your statement
here this morning. That is why I want Mr. Canham to get on the
record here. e s

Let me ask you this.  Your title is “construction industry manager
of the U.S. Chamber of Commerce”? |

il

Mr. SterNgr. Yes, | 1R
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Mr. Reyss. The construction industry is the industry that“ puts up

homes and'builds buildings and factories?

Mr. StriNER, Yes. : :

) Mr.8 Reuss. You are designated to éestify on the whole pr(‘Sblem of
cities? !

Mr. Steiner. Yes; Iam. I have also been responsible for the activ-
ity of the national chamber which hag produced the seminars and the
literature which shows logal leaders;how to solve urban problems
through the use of local resources. If you will take an objective look
at the examples in this publication called the “Some Community De-
velopment| Suctess Stories,” you will see that there is a very wide
range of shccessful action accomplishpd solely by local initiative by
the use of local resourees, and without} Federal subsidies. |

A
i

Mr. Retbs. I would be the first to 'gree on local initiative, but you
have uttered one of the most colossal non sequiturs of the 20th cen-
tury just now when you deduce from the fact that some cities are able
to solve some problems locally, that therefore no city deserves any
Federal help in solving any of its other problems. ‘

Mr. Steiner. This goes back to the second point that I wanted to
make, on your reference to page 3, patagraph 2. This bill makes no
provision for the reorganization, or thd study of the reorganization of
the distribution of taxes. One of the|criticisms we hear most often,
one of the statementswe hear most often, from local leaders is that the
level of taxation at the Federal level is so high that it creates a dis-
incentive for additional taxation at the Btate and local levels. Yet the
bill makes no arrangements for restudying the maldistribution of
taxes. Ifitdid, then some consideration could be given to utilizing the
Federal taxing mechanism to collect taxes and redistribute them
among the communities. What this hill would do is to greatly in-
crease the subsidies that go to a very few cities. The demonstrations
would run for a period of 6 years. WHat will it demonstrate to other
cities? Tt will demonstrate that after{6 years it may be possible to
coordinate 100 Federal subsidy programs.  And if it succeeds jn that
demonstration, after 6 years there shopild be 18,000 additional cities
which should be accorded equal treatment. I do not think this pro-
gram, on the basis of the information in the bill, will succeed. |

Mr. Barrerr. The time of the gentleman has expired. ‘

Mr. Harvey ? ‘

Myr. Harvey. I find myself not in comiplete agreement by any means

_with the statement that you submitted here this morning. Neverthe-
less, I haveithe feeling that the U.S.!Chamber did not submit the
statement iniorder to be agreeable with the members of this committee.

Myr. Sterxer. That is correct. |

Mr. Harvey. However; you submitte§ it a8 a thoughtful analysis of
what you consider; or what you considerto be a factual analysis|of the
problems we are considering.’ I would say to you that the U.S. Cham-
ber, I think, as the other organizations who have come before us with
their testimony, should be commended in this regard. I may not hap-
pen to agree with you, but I do not think that your organization be-
came the representative of the business community in this great coun-
try of the United States of America by coming before Congress and
shying, “Yes,” on all occasions. I think we need organizations who
will come before Congress and say, “No’l and present the alternatives,

|
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even though we do not happen to agree with them, even though we
think you may be 100 percent wrong. | ,

I think it is healthy when you do/come before the committee and do
yresent your different philosophies.| So I will certainly commend you
for it. [t

On the other hand, I say to you, as one person who personally had to
struggle on the local level as a mayor of a fairly substantial city in
Michigan with some of the problems here, I do not think your solutions
would work. T am one who is conyinced today that the Federal Gov-
ernment does havea role in these problems. - However, I have admira-
tion for your courage and admiration for the manner in which you

presented your statement, Bl
Mr. Steiner. Thank you. o
Mr. Barrerr. All time has-expired. Thank you very much: for
you gentlemen coming here this morning and making your statement.
Mr. Stexner. Thank you. | |
Mr. Barrerr. Our next witness will be our distinguished colleague
from: the great, State of California and a member of the Committee
on Banking and Currency, Con@essman Burt Talcott. Come right
up and we will hear your Statemeptf. '

STATEMENT OF HON. BURT L, TALCOTT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA
Mr. Tavcorr. M. C‘haifrmal“i,i‘ members of the committee, T am

grateful for the opportunity to present this statement to the Housing
Subcommittee. I have introduced H.R. 7434, a rather special, but

important, bill to provide that a majority of the community approve
an urban renewal project. before/it is begun. :
There are many compelling, ;Een‘e‘ml, -and special reasons for such

an amendment to the Housing
a few today. L

I am not opposed to the principle of urban renewal. We need to
renew our dilapidated urban areas—this is a constant task which
should concern and involve every citizen and segment of the com-
munity, Blighted areas should be eradicated. Deterioration should
be sternmed.  One section of our environment cannot be permitted to
unnecessarily spoil another.. But we must also. preserve functional
and pleasant residential, business, and industrial areas. o

These goals cannot be accomplished without cooperation and some
coordination. Urban renewal ean provide a vehicle otherwise un-
available—especially when the various private property owners in
a substandard section cannot, or will not, get together—in a common
effort for the public necessity. | |

But the urban renewal project must fit and suit the community.
Bureaucrats in Washington, far removed from the persons involved,
unknowledgeable about the local habits, attitudes, and wishes should
not be making the basic decisions. | :

Individual persons are the most important ingredient of a commu-
nity. Urban renewal must deal primarily with people—not just with
slums, buildings, and ‘property, || ‘

Urban renewal must be personal, compassionate—but unfortu-
nately, it has not always been. | |

ct, of 1949. I intend to present only
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Urban renewal should serve the needs of the whole community, but
unfortunately, it has not always done.go. - \

Advocates of Federal urban renewalihave too often flooded the news
media with good intentions and platithides. l
~ Urban rénewal now exists upon largé amounts of public moneys and
Government power; but too little publjc or individual support.

Urban irdnéwal is expensive. ' l

Urban tenewal is not a free Federal Bonanza. We pay dearly for it
through Federal taxes.. The local community pays heavily also. Ur-
ban renewal projects are not done cheaply. - Enormous profits have
been made in urban renewal, but not for the community and the tax-
payer who care about the expense. ' \

The typical urban renewal project dpstroys a great many homes—
at least 126,000 between 1950 and ‘1960. Twenty-five thousand of
these were ifigood condition.  In the 19p0'decade; no more than 30,000
units were constructed in urban renewal project areas. - One hundred
and twenty-gix thousand down; thirty thousand up. Unfortunately,
for the dislocated families who must find -a place to live the (30,000
put up were out of the reach of their pocketbooks. The community
cares about this. - 1

Families displaced from an urban rehewal area find it practically
impossible to move back into the area. Rents in the renewed area go
up, but the tenant’s wherewithal does hot. Many of the displaced
families move to less favorable homes—tless space, worse conditions,
but they pay higher rents, for less desirgble locations. Thus, the net
offect of urban renewal in the field of hHousing has not been helpful.
The community cares about its displaced}persons. \

At least 1. million persons have been gvicted. The manner of the
eviction is not always pleasant or decent.! You should know about the
infamous' Patania case in my -district. - The urban renewal project is
6 yearsold. ‘Mr. Patania is72. He and his wife lived in their modest
home for 42 years. It was in good condition, but in an area designated
for commercial urban ‘renewal. 'They were offered the fair market
~ralue of their home—%$12.500, T think—n#t Hearly adequate to réplace
their home today. ' They declined. ' Theyjwere ‘ordered evicted. - They
refused ‘to “leave. ' The ‘sheriff ‘was ordered to evict. them. Mrs.

ia ‘was 313 ydued; placed infx straitjacket, and removed

¢ of nationwidé télevision and other re-

orcibly remdved ‘also. Then;'to add to

ailed until their hothe was bulldozed to the

‘or entry. 'They Have also been sued for con-

tenipt of court and damages for the costs 6f the evictions and the lspe-

cial, premature demolition of their home.. Urban renewal had little

compassion for this old couple who could hot speak English’ and who

-only wanted to keep their most valuable and precious possession (next

to life itself)-itheir home of 42 years. Utban rénewal did not have

compassion. - Urban réhewal could not detise a better way to relocate

the Patanias. |Urban renewal didn’t caré bout people; it cared only
about clearing ‘property. ;

" Now the community should and does calie about evicted people and

how it is done and where they relocate. Relocation is not just a worry

for the evicted family, but a concern and:burden of the community

which cannot be discharged simply by paying money. 'The community
cares. ‘
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In every-urbanrenewal project which-forces people from their homes,
the evicted:persons: risevere anguish, - Senti al-attachments:to
homes, areas, and neighbors'developed through ‘years of association are
not severed by pronouncement from %;1_1\ urban i al 'agency. 'The
public good must truly. be great. to justify such inhuman cruelty to
~fellow man. R R A9 F L B e i
_In their exuberance to'create something better; have:developers and
agency personnel negle sonsi some bas] ts which weré
atone time considerea' ‘ ' i T

Justice C. J. Bell, of th
curring opinion in ‘the'd
v. The Redevelopment Awthority.o
court of common pleas-has very jpo“!:P ;

* The opinion issotimely, having been filed o
and o telling, that I'must read it im\its“'entirety

_I concur in the ‘remand; but:déem it d s‘éira‘ble to'express the reasons for my
views, Colt e : : e
It is important to recognize at the very/outset that:the.urban redevelopment
law * and’ ‘the: enormous. powers gstensibly i granted therein, must be carefully
examined in the:light:iof:the Constitution of the United: States and of Penn-
fylvania which ordain and:guarantee the/right of private /property; . Article I,
section 1, of thée Pehngylvania: constitution provides: men:are born equally
free and independent, and have certain inherent gnd indefeasible rights, among
which are those of enjoying and defending life and liberty, of acquiring, possess-
ing, and protecting property, ‘and repitation, ‘and of pursuing their own
happiness.” T L IR S i ;
Nevertheless the authority eontends that the act givesithe sévereign power of
eminent domain to:these few appointed persons to eondemn not-only every
property which they believe is dilapidated, put also every area. or region which
they believe contains some dilapidated propéi‘ties. For ‘these reasons as well as
several others which will be /discussed, [the act and<its ¢laimed: wide powers
must be strictly construed. = | NN e
One. of the most highly: prized constitutional rights of every American citizen
is the right to own and possess,his own home. | It may be large, medium, or small,
it may be one or two or-thiree stories, it mdy be a ranch ‘house or'a row house,
or a hut; or, in the eyes of some, it may be attractive ot ugly, but it is yours and
if you like it or love it, why should anyone orany ‘political body have a right to
take it from you:in;jorded g make it 0r fhe @rea in which it is situate more
economically prosperous? fpe :
Stripped of its attractive tinsel and|pretty- trappings, this blighted area . act,
supra, as frequently interpreted by some nonelécted nongovereign redévelopment
authoritiés, is one of the mest unjust and unwise acts ever-passed. . Thig act does
not cover or even pertain to the elimination of slums as 'in the Slum Clearance
Act; i.e., honsing autherities law of 1937 :The adt is so broad that it doey not
limit the authority’s power .to condemn ‘and.take such properties as are dilap-
idated, but, we repeat, permits the taking of a large areq in' which only a few
properties are dilapidated. Moreover, realistically’ speakitg, it has nothing: to
do with the public safety, or health,or morals, ; :
Its real and practical purpose and
guise of public welfare, is o make a Ly

als, oo | :

intent, although . cloaked in the spurious

nd .every community it choosés to de-

nominate “dilapidated” ‘more economically| prosperous no matter what heart-
e

breaks it brings to homeowners or losges to businessmen. For example, a hus-
band ‘and wife, or a ' widow, may love their home and like their neighborhood,
but now because of the ‘theories of well-meaning or stargazing: planners, they
have to move to a distant place and start life all over again among strangers.
And what happens to 8 lttle neighborhood, businessman who loses his home and
his business and his etistomers?- 'What will réecompense a liquor licensee (whose
business is subject to a'quota system).when he cannot get a license in the new
¢ ‘loecation to which, because of the red'eVelq ment authority, he is compelled to

o — |
1 Act of May 24, 1945, Public Law 991, 35: PFS.,‘sec. 1701 et seq.
2 Jtalic throughout, ours. “
3 Act of May 28, 1937, Public Law 958, 35 PLS.,‘ sec. 1541,
Ho
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move? And what about churches? Even' churches ‘and other houses of wor-
ship are not exempt from the ceaseless crpving of many for materiai prosperity
and for constantly expanding political power. Too often, the planners consider
themselves “Solomons,” with unbounded, meettered and limitless dgscretionary
power to &ppropriate and condemn as dilapidated (1) any and every property
they believé is dilapidated, and (2) as large an area as they believe can be made
economically more prosperous. In their desire for greater economic| prosperity,
these planners do not hesitate to tear down and destroy churches in any area
which they may deem “blighted.” See, for example, St. Peler’s Roman Catholic
Church v. Urban Redevelopment Authority, 394 Pa. 194; 146 A. 2d 724. In the
case, the Urban Redevelopment Authority condemned and destroyed, in the
name of “économic convenience and progrgss,” St. Peter’s Church in Pittsburgh,
which was considered by many to be th most: beautiful Catholic |Church in
Amerieca. | . . |

As 'thi?ég urt aptly said in Schwurtz v. {Urban Redevelopment Authority, 411
Pa. 530, 192 A 24 311 (p. 538) : ' ‘

“This court has held that the mushrodming of authorities at all levels of
government and the frequent complaints that the agencies arbitrarily or capri-
ciously and unintentionally ignore or viblate rights which are ordained or
guarantecd by the Federal and State constitutions and. established law, make-it
imperative that a checkrein be kept upon them. Keystone Raceway Corp. V.
State Harwess Racing Commission, 405 Pa. 1, 178 A. 2d 97 (1961).” |

There are some of the reasons why this “blighted area” act and the powers
granted theérein must, in the light of the constitutional guarantee of private
property and the American ‘heritage of 1 individual freedom, be searchingly
scrutiniged ond striotly consirued. Thisthellower courtfailed todo.. . |

1 conetr'ia the rémand. : : ‘

What single step-¢an we take to prdmote the socially desirable goals
of urban renewal which genuinely renews decayed and decaying sec-
tions of ‘cities but eliminates the heast-rending eviction of thousands
from their homes or businesses which can be better rehabilitated
through other means? _ _ )

I recommend the incorporation of a community referendum in the
project approval process. ‘ ) “

The people in the community arg intelligent enough, concerned
enough, and wise enough to make the fl8¢isons which are best for them
.and their communities. w

The whole community should understand, approve, and |support
worthy urban renewal projects—but this, unfortunately, has not al-
ways been so. |

It is not inconsistent with democracy, representative government, or
citizen participation to require proposed urban renewal projects to be
approved by majority referendum. |

A referendum would serve three esgential purposes almost entirely
lacking now: (1). marshal public support, (2) encourage community
involvement in public affairs, and (8)| put-urban renewal proponents
on their mettle, requiring them.to develop and sell a project which has
merit and will serve the total public|interest, rather than benefit a
small coterie of speculators at public éxpense, and the diminution of
.the rights of individual persons and businesses. ‘

If a renewal project 13 not well enpugh planned or explained to
satisfy a majority of the community which will be expected to pay a
heavy portion of the enormous costs and to share a portion of the bur-
dens (as well as enjoy the benefits), then there is no justification for
it in our present-day community. . .
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If a slum area needs to be renewed, and there are two competing
proposals, the community should haye a direct voice in the choice.
Elections are a small cost to insure free public knowledge and sup-
port. The many economic and-spcial manifestations of any renewal
project affects the whole community.' The whole community should
be intimately involved to insure suecess. A referendum is the best.
method for obtaining support and insuring this success.
Referendums have. beent held in a number of communities on some
phases of urban renewal projects—bond issue, establishment of a local
renewal authority, or project approval—over the past few years. Ap-
provals and rejections are almost equally divided. I submit the fol-
lowing chart documenting recent F‘ef‘prendums:
|
i1
i |
ey
Fofo]
[

60-878—66—pt. 24
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Referendums on: urbanirenewal issues

City For -+ Against Date - Subject |
o 4 i |

Philadelphis, Pa, 195,620 |, 1" 78,088 Név. 2,1965 | Bond issues.

Smithville, Mo. 322 | 227°[- -

ib Mo : 4 5 Aut!lx;ority.
' : 0,

Do.
Bond issue,
Project.
Do.
EY Do.

J , Fla Authority.
San Diego, Calif_. Do.
Hawthorne, Cali ’ Do.
Santa Rosa, Calif. - : : Bond issue,

Berkeley Heights, N.J._. 1 to 5 against [ Project.
Columbus, Ohio 26, 000 54,000 | Nov. 2,1965 | Bond issue.

Fridley, Minn.. 1 to 3 against Nov. 2,1965 | Project.
Little Rock, A 4to1 for Noy. 2,1965 | Bond issue.

Omaha, Nebr_ 31,121 64,319 | May 11,1965 | Authority.
Alton, Tl_____ 4,600 7,104 | Apt. 6,1965 Do.
Fairfield, Conn. 3,081 8,088 | Fel Bond issue.
Franklin, Mass. 546 595 | Ma Project.
Miami, Fla____ 50, 277 48,922 | Jan *Referendum.

Los Angeles, Calif 6 to 0 against J an_% Authority.
Marysville; Calif. ... 948 1.061 |
San Antonio, Tex... Overwhelming approval
Kansas City, Mo.. 64.7% approval (not enough)|._... o
St. Ignatius, Mont 87 52 Maréh Authority.
Artesia, Calif_ 349 1,440

Roanoke, Va, 564 | Mar. 24,1964 | Bond issue.
Madison, Wis - , 18,488 | Aprfl 1964 | Authority.
Waukegan, Il1. ;

Elderly.

Referendum.
Project.
Bangor, Maine 0. i
Benton Harbor, Mich_ 34 Technical raising of funds through
mileage assessment. |
Bethlehem, Pa.. Bond issue. i
Denver, Colo. 34,300 Do. |
Gainesville, Ga. r Do. i
Manchester, Conn. ; 3, ; Do. i
Newport, Ky Do. |
South Milwaukee, Wis Authority. |
Kansas City, Kans. ) |
New York State 1,414,174 2, 018, 579 Proposed changes in urban re-
newal and housing article of
constitution.
Monroe, Mich. 709 3,780 Program.
Hazard, Ky- 1, 264 659 Project.
Baltimore, Md 83,131 Bond issue.
Baltimore County, Md 58,988 Do.
Cleveland, Ohio 62.6% approval
Orlando, Fla._ , 027 1
Rutland, Vi
Do.
Lexington, Ky
Columbus, Ohio.
Wilmington, Del

Do.
Authority.
3 Project.

2,523 4,708 Bond issue.

4,341 10, 749 Project.
52% s(zgprovall; need?g 65% Bond issue.

3 to 2 margin for
2 to 1 rejection

Santa Monica, Calif. 3 3
Livonia, Ga- ...
Hoquiam, Wash.

25! 75
Approved lbond issue -

1 Bond issue got majority but not required 65 percent. |
; 2 Voters transferred by 8 to 1 margin respondibility for urban renewal program from housing authority
0 mayor. |
3 Approved program of storm drain centers as support noncash grant in aid for urban renewal program

f |
Mr. Chairman, support for my bill hag come from many quarters.
The amazing thing is that, while I have nat publicized the proposal or
solicited suppart, letters and petitions of support have come to me in
unusual quantities. Approximately 300 pprsons have signed petitions
favoring my bill, H.R. 7434. The petitioners come from Chicago,
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I1l.; Kalamazoo and: ?Bsittlef‘ Creek; | Mie ). ;> Minnespolis and Duluth,
Minn.; Lafayette, Ind:; Bloomitgton ad Fott 'Wayne, Ind:’ ;
To complete the record, Mr. Chai nllan\, I submit the text of a letter
from Mr. Charles H. Goddand;Blooﬁﬁ‘ngFon, I g iy o 0
: S U 'MAROH 4, 1966.

DEAR MR. TarcorT:- Indiana’s/ experience w&th urban renewal: and redevelop-
ment as it is ealled in:Indiana, shows the| need for those who are affected by
urban .renewal to have an ‘opportunity to| express themselves by .referendum.
Too often:the ‘municipal officials have seen urban renewal as an. opportunity
to get some money, and to clear away homes for some project'which they think
might benefit the city, without consideration for the people in MThis'is ‘not
a matter of slum clearatice” because “bl‘igpted” areds ax - gupposed /5o . be
slums, although some slim§ are:¢ertainly ﬂ)liﬁght i e S ‘

Indiana has the Redevelopment of Cities and Towns A 53, W

q i

ments, which déscribes and defines what a “bl%ghted"" Béeapse of these

blighted conditions, as so described; an’agency or cérmmission miay be sét up, a
declaratory statement made, and thexpone‘Is eminent :dobddin exercised. : !
statute makes it clear tliat these powers dre/granted Beeause of the existence of
blight blighted areas, the use of which cayses an increase in e and disease,
constitutes a menace to the health, safety, morals, and welfare; and which' con-
ditions necessitate excessivé' expenditures of public funds:for crime’prevention
and punishment, public health,/and safety; ' Unless these: conditions exist there
is ‘no “jurisdietion: so: fo :act, Neverthele s, many -of - the. municipalities, have
undertaken to form the public-agency reguired under the Federal act, to receive
funds, without any effort to.establish that thése blighté ‘

in most instances they do'not exist to-a lﬁr‘g“ex‘e terit .. “Consequently,
the acts of the cities are illegal, and is qujeet to injunction since;these acts are
without jurisdiction. I | ‘ .

Although theFederal law -prpwides foy $oﬁ1‘e.s»comvmunity «approval and partici-
pation, those who are affected by these profects have no opportunity to express
themselves in an effective way. The p hedting provided under the State
}aw, has.r}o definitive effect upon the qut ons of‘the‘u cgrm’lmis%lqn and in mosé:
mstancesl:) lisi dignored. They, brush asid‘e ‘thg‘ protests of the homeowners, an
call the bulldozer. i \ HE . ‘ L
* In Bleomington; there was no effort to obtain-the sentiments-of the people in
the area, nor was there any attempt ﬁole's’p blish that"the area was blighted
according to the act. The testimon_y j‘téth publie:h ~ngvﬁhow_ed only talk
among officials but no securing of evidence to prove ’ghat it was bhghted. :

In Jeffersonville, the disregard of-the people’s rights ‘was even move lextreme.
They sent: inexperienced. housewives a ito a, 80-C;
of the indicia of blight were present, I [
blighted.  New homies and‘developx‘neni;‘s‘ ;
called blighted area. '« . | ‘ Lips g

Now a ‘second effort isheing made to:tear down most of; Jeff
same indifferent, and callous disregard forithe rights.of the homeow:
ilarly no consideration is being given t& the‘?oncern of the people mos ‘
affected. e . ‘ ‘ ! e ‘

In Bategville, Tnd., We have an even 4n-‘ ‘outpageons and high-handed dis'-b
regard for: peoples: property. | The. powe hat - be in 'Batesville decldeddtha
Batesville had not grown as fast as the‘re[vs;t f the;State 80 they;plan tao,corg lemn
two. of the best business district blocks, which show no’evidence of blight, tear
the buildings down atid invite a supermarket to come in- and: buﬂd, ‘hoping it
will bring in new-business. -The businesses, Which'r are :bemg torn down; in‘lmany
cages will ‘not be able to. reestablish themselves-in & pew.area, because. of the
inadequate ptices given: for the buildhqgf ﬁahd the: cost. of new buildings,

Of course, one of the most outrageou ﬁe tures of these programs ig that in
most cases the people are not given pr}ceﬁg vhich will enable them to buy homgs
of comparable character élsewhere, and many of them being older persons, can-
not readily obtain loans forpurchase.l Copsequently, many of the ho;f;eowners
are forced to move:inte inadequate homes, knj to live in hole-in-the-wall place%
Of course, many of these people who haye 11Fved in blighted homes, when move
into new homes, w111' carry the blight/with them. HBradication of blight is not
accomplished by moving ythe blighted into new homes, any more than ‘we change
people’s character or habits by buying thém‘ new clothes. We only change people
by changing them inside, by giving tpqm:hew ideals, by giving them a belief
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] |
in themselves as children of God, and so that they have a responsib}lity to and
a need for God. All"people need a beli¢f in the loving God, and | none more
than the tnfortunate. ‘

In some!commiinities such a La Porte-aiid Logansport, urban renewal has been
defeated ‘when the voters have put preskures on the ‘city council.| However,
since in Some municipalities the city leaddrs are not as responsive to!the wishes
of the people, a referendum .is necessary to make clear whether the| people ap-
prove and authorize such activities. f |

We haveadditional evidence to support your bill if you desire it.

Siticerely, !
% CravupE H. ‘GODDARD.

Mr. Chairman, the evidence proves the need for improved urban
renewal procedures.. The whole urban renewal program will be im-

bly strengthened by passagelof my bill, H.R. 7434, providing
for a public referendum for urban renewal projects. I jurge. the
support of yoursubcommittee. Thank you. |

Mr. Birzerr, Thank you, Mr. Talqott:

The next witness will be Mr. Ed Butler, chairman of the Lenders
Committee, National Home Improvément Council; accompanied by
Thomas C. -Brickle, legislative representative, National Lumber &
Building Material Dealers Association.

Please come forward, please. Please feel at home here.| We are
hoping that we can move quickly this morning and give you a chance
to read your statement through and then the members may want to
question: you. : o i

: |
STATEMENT OF E. T. BUTLER, VI(E PRESIDENT OF INVESTORS
SYNDICATE GREDIT CORP., MINNEAPOLIS, MINN., ON BEHALF OF
THE NATIONAL HOME IMPROVEMENT COUNCIL LENDERS COM-
MITTEE; ACCOMPANIED BY THOMAS C. BRICKLE, LEGISLATIVE
REPRESENTATIVE, NATIONAL LUMBER & BUILDING MATERIAL

DEALERS ASSOCIATION |

; |
Mr. Bortmr, Mr. Chairman and members of the committee, I am
E. T. Butler, vice president of Invkstors Syndicate Credit Corp.,
Minneapolis, Minn., and I am speaking for the Lenders Committee of
the National Home Improvement Council, of which I am chairman.
Why public interest will be served by amending title I of FHA

rogram: Banks, sayings and loan aksociations, and’other financial
Institutions have made more than 28 thillion home improvement loans
under the FHA program. Thirty years of experience leaves unde-
batable the positive benefit to the social and economic welfare of our
country of thig particular Government-sponsored program. For
those 30 years title I has been: the standard against which all other
home improvement financing plans have been measured. [Title I,
however, has failed to keep pace with| ¢changing economic conditions.
" The cost to the borrower is the same ps that set by law in 1984, and
during this interim the cost of livingjand the cost of doing business
has increased manifold. For 10 years there have been no c!ilanges in
title I in the maximum amount of lean available or the maximum
term of the loan and the rapidly declining use of title I is shown in the

following table: :
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Installment credit ertended in répbir “and modernization loans

Percent of
toans insured

The Lenders Committe onal Home Imp
cil is convinced that unless changes in title I  are effected, ithen the
demise of title I isinevitable. Already its effectiveness has diminished
tobghe detriment of the consuming public as indieated in the above
table. ‘ Hl]

The Lenders Committee recommends and urges adoption of the
administration-supported amendment, H.R. 13064. We urge adop-
tion of that part of H.R. 13064 which has to do with federally insured
property improvement loans, and further recommend that title I be
put on a sound competitive basis by increasing the' maximum amount
from: $3,500 to $5,000 and extending the maximum term from 60
months to 84 months. | il

During the last year the Federal Home Loan Bank Board saw fit
to authorize Federal savings and loah associations to increase their
limit, on home improvement Ioans to $5,000 and 8 years’ matuarity.

This step by the Federal Home Loan Bank Board is in recognition
of the fact that the cost of home improvements has steadily risen dur-
ing the past decade. Today the ¢onsumer needs loans for amounts
greater than the statutory limit of $3,500, and the consumer also needs
a greater period of time to repay these loans than the statutory limit
of 60 months; thus a steadily growing number of consumers are learn-
ing that their needs cannot be met im@er the title I home improvement
program. P

The FHA, an unusually knowledgeable, and insofar as title I is con-
cerned, a supporting agency, is undoubtedly aware of what is going
on in the money market today. ' The consumer is the one who suffers
at any diminution of title I, Because title I has not been updated to
meet economic changes, the dealers and contraetors, who control the
financing of the majority of home improvement transactions, have
turned to sources other than title I. | These sources meet the require-
ment for larger amounts and longer terms; however, the cost to the
consumer is 1mmeasurably greater, and what is more important these
conventional plans do not have the protective devices afforded the con-
sumer by title I. In many of them-—

The consumer is-the victim of shady, deceptive, and costly prac-
tices. IR : o

He may be led into refinancing the mortgage on his home with the
inclusion of auto loans, doctor and hospital bills, and all manner of
obligations which he would be well advised to retire more promptly.

Much too frequently he is the vietim of excessive finance charges
which often skyrocket to as high as 20- percent, kickbacks to dealers,
payment of points for refinancing, brokerage fees, and other hidden
costs. o
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Generally overlooked is this sign%ﬁcant fact, that not only is the
homeowner suffering because of the$e unconscionable charges, but if
these additional costs could be channeled into legitimate production
there would be much additional business for suppliers, more honest
profits for dealers, and more work for artisans. Our present-day econ-
omy cannot long withstand the drainiwhich appeases these demands in
the consumer credit field. - A revitallized title I program is a good
solution, | ' l
-~ Under some conventional sources pf home improvement financing
the homedéwner is-often the victim off improper selling practices such
G et e - S
- Sales inducements, wherein the constimer is promised his improved
home will be used as:a model for adventising or other purposes.

- Debt consolidation: inflating the cost of the improvement so that a
loan may be obtained which covers the actual job and other |debts as
well. L ‘

Promises of rebates, bonuses, commissions, et cetera, that are dan-
gled before the consumer s an inducerhent to improve his home.

‘False giarantees and misrepresentations of products. 1

Repregelitation that the purchase is pn 4 trial basis. “

-Underta; revitalized ‘title I program the consumer would be given
protection ngainst sach improper sellitg practices. Information from
better business bureaus clearly indicates that complaints are minimal
under title:I, but-have inereased immepsurably since there has been a
lessening ‘of ‘the use of title I and a greater use of some of the con-
ventional forms of financing. This means that where the protective
devices of title I are not required, and the financing is done under some
of the conventional plans the consuming public is the loser. |

The recent interest in consumer prdtection legislation introduced
by many of the individual State legislatures is clearly indicative of
thigtrendi’ i . ‘

Title I regulations have afforded prptective measures for the con-
sumer where the contractor arranges the loan for the consumer. The
FHA requires that— }

The lendihg instiutions will not pay the contractor until the home-
owner signsa completion certificate stating that all terms of the agree-
ment withthe contractor have been fulﬁl]_eg. : l

The contraetor'must sign a statement that all bills in connection with
the home improvement: have been paid dr will be paid within 60 days,
and! this 1hcreases the borrower’s protdetion should any claim by a
subcorntractor arise. i :

- Since contractors know that failure td take care‘of complaints that

are legitimate might cause FHA to restrict their participation in the
title I prograwi, title I isa persuasive force in influencing' good work-
manship and consumer satisfaction. : .

In addition to this, title T loans are the most economical for the con-
sumer in today’s money market. I

I might'mention that I pergonally askéd the branch manager of my
company to obtain for me rate charts of conventional plans in |their
particular territories, and I received charts that ranged from 6 per-
cent to 12 percent discount which meang that the true interest| rate
would be soméwhere from 10 percent to befter than 20 percent in simple

interest. '
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It is quite-apparent that: unless\@ongress acts to: change title I to
meet today’s needs, the consuner wi ‘;cé;) tinue'to suffer. - Adoption ‘of
these recommende cha,nges will b IY ustment by Congress

ragram: get present conditions.
‘The proposed amendments will increw e ‘protection to the public
by a revitalization of what has px‘oyed‘ 0. be a ‘workable and accepted
program, which makes possible the upgrading and improvement of
the homes. of the Nation at the 10West poss1b e-level of cost to the
consumer. /| :

Mz BarreiT. Tha‘k'yo ; W “certamly appreclate
our statetnent. W W y i atmns and we shall
have the staff an
Mr. Fino?: ' 1

Mr: Frvo. No: jestion

Mr. Harvey. T'have 1
have received a gpod: number
very fine statement very much e

Mr. Burrer.: Mr: Chairman, m ht tate——-I was gratified to’ learn
that the National Association of flo e Builders, independent of my
Eosmon, made the same recommendetlons in thefr statement the day
efore yesterday. I just: *notlced 1t T

- Mr. Barrerr. Finey' |

Mr. Brickre. Would it be peﬁrrilssable for the Natlonal Lumber &
Building Material Dealers Assocﬂat;bn to submit a statement in ad-
dition to'this? . ‘

Mr. BARRETT. Yes, 1ndeed an wtthout ob]ectlon so ordered

(The statement referred to follows 1)

STATEMENT OF - THOMAS T, SNEDDohv‘ ﬁxEoUrxm VICE PRESIDENT, NATIONAL
LuMmBER" & BUILDING MM‘ERIAL DEALERS * ASSOCIATION

I am Thomas T. Sneddon, execut} xé vice president ‘of the National Lumber
& Building Material Dealers. Association,| 302 Ring Bullding, Washmfrton, D C,
The associatior of 18,000 member firms x‘-ebres‘ents t
‘butiotis industry: which thanhdles ‘over §7 hnlion | g imdterials’ annually.

We are in accord with the views of the National Association of Honie Builders
and the Lenders Committee: of the National Honie Improvement Council in sup-
port for change to the home improvement provisions of title I of the FHA pro-
gram, Historically, title I has encouraged and enabled the American homeowner
to [improve ‘and :éxpand lis  restdence to satisfy changing family meeds.. The
extra bedroom, the new garage, the recreation room, and countless other. ad:
ditions or alterations hgve lcontributed sigmﬁcantly to the ‘home and family life,
the preservation . of property values \ and as a ‘deterrent to neighborhood . de-
teriotation:

Since the inception of title I, FHA-insured home  improvement loans ‘have
served..the "dual tole: of, facllitatmg‘ home  ilmprovement' programs and, indi:
rectly, acting as the standard jagainst. w ich many: conventional forms of home
improvement ﬂnancmg were patterned, | nfortunately, title I has become anti-
quated in relation ‘to cuirsht levels of convéntional financing. Today, non-
insured loans for home improvemen programs hdave ‘more realistic maximum
amounts, and. repayment ‘periods. In 1965 the Federal Home Loan Bank Board
granted all Federal savings and loan a%socmtions authority to increase homle
improvement loans to a maximum of $€i 000 with an 8-year maturity. ‘Finally,
conventional forms of financing enjoy\ greater liquidity because of market-
oriented discount rates. | I

‘While the conventional ﬁnancingwsecto‘i' of the lending community has realined
its thinking toward home improvement loans, title I insurance programs are
bound generally by criteria establgsbed\ in 1984, 82 years distant from today’s
money market. For this and other reasons, the utilization of the title I insurance
program has rapidly declined to 29 percent of all loans for installment credit ex-
tended in repair and modernization“at{:tiv&ty.
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The declining use of FHA, title I insurancg restricts the consumer’s alternative
for home improvement ﬁnancmg He must résort to noninsured financing sources,
which in some cases do mot proffer protectipns balanced to the best interests of
either the borrower or the lender. Frequehtly, the borrower is encouraged to
refinance automobile loans or other obligatibns as part of a home improvement
loan. Periodxcally, shady ‘or deceptive practices are used to induce the borrower
to engage in an ill-conceived. and impropetly planned improvement. | Finally,
under a: ImuQed number of lending concepts, dxcessive interest rates, hidden costs,
and subtle innovations can cohSume a disproportionate share of the financing.
Although the aforecited practices are not indicative of all the members of the
money market, they occasionally appear.

Since the inception of title I the costs fd labor-and material have increased
to & point where the FHA limitation of $3B00 is inadequate when the loan is
considered by the homeowner. In addition, the 60-month maturity may require
payments in éxcess of the homeowner’s abllity to pay. - If the borrower is unable
to program his improvement plan within the Scope of FHA title I, he must resort
to other forms of finanecing which do not include the protective provmons re-
quired by the: FHA, such as contractor’s completion certificates prior to payment
and statements indicating that materialmen wi Te paid.

-Keeping in mind the declining use of title I, recognizing the everchanging eco-
nomic conditions, appreciating the need for hoine improvements, and acknowl-
edging the consumer’s need for financing alternatives should prompt congres-
sional interest in revitalizing thetitle I program..

Therefore, we urge the ¢ommittee to seriously consider amendmg I‘HA Title I,
Home Improvement Provisions, Class I-A, by éstablishing a $5,000 loan hmltatlon
and a 7-year maturity. We believe such chahges will convert title I to|a more
realistic program for the benefit of all partles to a home improvement eddeavor

Mr. Borrer. Thank you.

Mr. BARrETT. Yes, sir. i ‘

Mr. Burrer. Congressman Weltner jwas to be here with rhe I
thought I wais going to'be on after lunch. | -

Mr. Barrerr. We moved more rapidly then expected so we declded
to hear you before lunch.

Mr. Burzer. Thank you, sir, I appre%la.te the committee’s hearmg
me. Thank you. |

Mr. BARRETT All time has expired. ‘

The committee will stand inrecess until 2 o’clock. . |

(Whereupon, at 12:35 p.m., the subcommittee recessed to reconvene
at 2 p.m. the same day.) .

AFTERNOON SES ION - |

Present : Representatlves Barrett (presiding), Moorhead, Reuss,
and Harvey.

Mr. Barrerr. The committee will comel to order. |

Our first witness this afternoon isithe Honorable Charles L.
Weltner, one-of our distinguished :collesgues and one who is loved
and respected by all the Members of Congress, regardless of what part
of the country from which they come. He is zﬁso a member of the
full Banking and Currency Committee aﬂd certainly has proved \hlm-
self to be very knowledgeable and very capable.

Congressman, it is an honor to have you testify before our com-
mittee this afternoon, and if you desire{to make your statement in
full, you may do so. v |
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STATEMENT OF HON. CHARLES L, WELTNER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF GEORGIA

Mr. Werrner: Thank you very much, Mr. Chairman. Iam grate-
ful for permission to appear before my colleagues today. ‘

Mr. Chairman, T do not have a written statement and I will not
consume & great deal of time. But there is a matter of continuing
urgency that I should like to discuss, | ;

Last year the chairman was good enough to hear from me on ‘the
question that I had raised pursuant to my bill, H.R. 696, concerning
the difficulties that ‘attend-owners| of houses in the proximity to
airports. I i

I pointed out last year, Mr. Chairman, that the 5-year plan of the
Federal Aviation Agency contemplates within that period of time a
total of 4,858 separate: projects concerning airports in'this country.

Of coutse, aviation iy & growing industry, anc’f we ‘must have bigger
airports, 4nd larger and ‘wider longer landing strips.  Thaf is
fine. = But: the problem comes in. the effect.of building new aviation
facilities near existing homes. .And as:the chairman and members
are aware; the Fedséral Fousing :Administration his a policy of refus-
ing to issue any Kind ‘of FHA insurance on homes which they déter-
mine to be in proximity to airports, This is not the same as the
determination of homes within a safety zone. This could be homes
anywhere from 1 mile or even 2 miles away from the end of a run-
way. The Federal Housing Administration will not issue insurance
on those homes and consequently those homeowners find it extremely
difficult to sell their houses. They are first damaged by the noise and
the inconvenience, and secondly they are damaged by the total un-
availability of FHA insurance in any amount, to any degree, on their
homes. The Congress recogtized last year; and in section 1113 of the
Housing and Urban Development Act of 1965 the Housing Adminis-
trator was required to undertake a study and te report back on what
methods might be implemented to reduce loss and hardship to home-
owners whose property is depredmteq in value following construction
of the airports inthe vicinity of their home. That report was to be
submitted within 1 year from the-date of the enactment of the 1965
act, which was in August. Lo .

Now, then, I am advised, Mr, Chairman, that the Senate appropri-
ated $60,000 for that report, and that the matter was totally eliminated
in conference. Consequently there was no speeial appropriation for
that study. I-am fux?*&wr agyvise’ that the Housing Administrator is
not at the present time conducting any kind of study with regard to
this problem. - ‘ L %

I would like to offer two things at|this point. . One is a letter which
I found to be rather compelling from one of my constituents, and I
would like to offer that for submission inthe record. e

My constituent lives in 1 of the 484 houses, in my district, which
are physically between 2 runways. She did not build the house
between the runways; the Federal Aviation Agency and the Atlanta
Airport built those runways on either side of her house. This letter
says that “this’area is a slum now and we are trying to get urban
renewal interested. About 50 houses are lived in by the owners.
About 50 are rented and now mostly torn down; 25 are vacant. One
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on one suié of our home has been vacant over ayear.  On'the other side
since May.

Then she says: “In this case tho [si¢] no tenant is the best nelcrhbor
you can have. Even riff-raft [sic] won’t move in any more.”

With your permission, Mr. Chairman, I would like to offer that and
I should like to offer correspondence .I originated with the Commls-
sioner of the Housing Administration subsequent to the passt'e by
the House of the chairman’s bill last year ‘

Mr. Bareerr. Without objection it'igse-ordered. !

+ - (The letters referred to follow :) ‘

Hon. CrAntds WELTNER, ' }
Capitol Officé Building, i F |

BviLLB, GA,, November 1, 1965,

Washington, D.C. : 2 w

DrAkr My, Werrner: Will yot please give‘me any information you may have
concermng the: Fairfax ‘subdivision. We are living in very: terrible conditions
and there seems to be no -hope that the ecity: of Atlanta will ‘do anything about
ruining our homes.. I understand that.they do not need the property but we
should not be left between those two runways.

This area’is a slum now and we are tryifig to get urban renewal interested.
About 50 houses are lived in by the ownens.  About 50 are rented and now
mostly torn down; 25 are:vacant. One’ ‘one ‘gide of our bome has been
vacant over 4 year. On the other side sincd May. -In this‘case tho no tenant
is the best meighbor you can have. BEven riff:Faft won’t move in anymore.

‘What happens to the money appropriated for houses? ‘The airport has been
given millions for runways and ‘adjacent groperty. Now I see where they
want to ‘sell: bonds totaling $12 million, I wWnderstand that the FAA has the
final say se where the money is to be spent. | ; ‘

We have gotten the runaround from everyone. They tell us that we have
their sympathly, they understand our problem, ete. I do not want to raise my
teenage daughter in-a slum. Have you seen this-areéa lately. My husband and
I have 15 years equity in our ‘home and arre too old to just walk off and
start over.

We (I am acquainted with most homeo s) are willing to cooperate with
anyone to get rid of ‘this pro for what' we have in it. Why does the
property all around us sell’ for $25,000 an-afre when ours is worth nothing.
I understand ithat “Fanny May “has - 'sold our: mortgages :to a Wlsconsin
Company. i ‘

Is there any (hope for us? A taxpayer are tered voter... I remain, |

Yours very truly, ‘
MA!!GABET G. Hom-ozv

Jury 1, 1965’ .
Hon, PHILIP N. BROWNSTEIN, |
Commiissioner, Federal H ousing Adfmmstmtwn; : ‘
Washington, D.C. ‘

DeAr MR. BROWNSTEIN : During the past few months, I have become increas-
ingly concerned over: the plight of | 'hemeownersiin: seclﬂons adjacent to federally
assisted airpor In my own district, substantia]l Federal funds have gone to
expand the Ablﬁlta Mlmicipal Airport under t Federal Airport Act. Runway
proximity hag created severe problems of noise and vibration with a subsequent
sharp decline iniproperty valie.

Yesterday Congress enactéd the Housing ansd Jrban Development Act of‘ 1965,
I call your attention to the committee recom hendations under title II, |FHA
Insurance Operations, dealing with the problem }f proximity. to airports. |

The committee cites its deep concern over the hardship suffered by homeoWners
in' this category, and strongly:iurges - the FHA ‘Commigsioner to  review his
present policies: and prooe-dunes in -order to. *!* * reduce the economic loss
suffered by these homeowners in the event they sell their homes.

I hope I will hear from you in the very neat ‘future concerning ‘this serlous
problem mvolvmg thousands of citizens who ar sev‘erely injured by the present
situation. Ly ‘ : :

E
¥
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I feel that my proposed amendment 't‘o‘tl%e i‘lration'al Housing " Act, HR. 696,
would promise the most expedient solution of a problem thiat is-destined to grow
ever more pressing with increased aviation mti‘\%i: 1es. 0
Withsbest wishes, S L
incerely, ‘ EHE iy LR B
! i | Chnﬁnws TiONGBTREET WELTNER,
‘ Member of Congress.

e

FEDERAL "HOU‘SiNG ADMINISTRATION,
i ‘ W ashington, Di0.; July:12, 1965,
Hon. CHARLES LONGSTREET WELTNER, \ ‘
House of Representatives, | t
\

Washington, D.C. Ph R .

' DeAR MRr. WELTNER : I have received your le‘tt‘pr on’‘the recommendations of the
Committee on Banking and Currency in i}ns}r‘epo‘rt of H.R..7984 on the problem
of the proximity of housing to airports.| I was particularly interésted in the
committee’s suggestion that the establishment of 4 fu payment of damages
under the Federal Airport Act may afford the ( nd equitable solution.

I share your concern over the adverse effl ¢ ‘congtruction ‘and ex-
pansion of airports is having on homeowner [ ‘& t'to airports. How-
ever, I do not believe ‘that FHA mortgage ingurance’is’ the 'proper vehicle for
providing compensation to property owmners for losges‘caused by airport ex-
pansion. My reasons for this view were o‘iutrun‘ d in my-letter to you on this sub-
ject on March 19, 1964, | SR !

If compensation to homeowners for damage resulting from airport expansion
is justified, I believe the committee’s recommendation’for provisions under the
Federal Airport Act should be given serious consideration. ' :These considerations
should, however, be carefully weighed Eﬁainst_ the' widespread : ramifications,
from an- overall Government point of vigw, that would result from providing
special relief to homeowners whose property valtes are affected by airport éx-
pansion activities where comparable reliéf is not beltig pe ed for homeowiners
whose property values are:affected by other activities of thetHederal Government.

Sincerely yours, | o

(S%gn‘e‘d) Philip N. Brownstein,
( md)‘ P. N. BROWNSTEIN,
b ; - -Commissioner.

‘Mr. Wertner. The Chairman will recall that in his report there
was a direction to the Housing Administrator that he review his pres-
ent policies and procedure in order to reduce the'economic loss suffered
by these homeowners in'the event thqy ‘sell? their homes, |, ..~ - ;

In my letter of July 1, I called that/to the Commissioner’s attention.
On July 12, he responded. -Appare tl‘ﬁ the review consists of three
paragraphs, and this is as much as we have been. able to generate as a
resuk‘ of either the direction in the t‘epor‘t or section 1113 of the Hous-
ing Act. | |

% would like to offer both those and I have two specific recommenda-
tions, Mr. Chairman... = . . i g ‘

Mr. Barrerr. Those are in the record now.

Mr. WertNer: Thank you, Mr. Chairman. T b

I would like to suggest, Mr. Cha%rmah, that we place at.the appro-
priate place in the bill an amendment to section 1113 to provide that the
report therein called for be submitted no later than 6 months after the
date of enactment of thig bill; of the 1966 legislation: and also a specifie
authorization for-appropriation in the amount-of $100,000. . :

Now, whether it needs-tobe $125,000 or $75,000, I do.not, know. .. I
think we should have a specifi¢ authorization clause in our bill, and I
think we should diligently pursue th pr‘éépect of having that funded by
the appropriations process in both Houses. A

Secondly, Mr. Chairman, I simply—-

1
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Mr. BarrerT: Do you desire to submit this?

Mr. WerrNer. Yes; I have a proposed form for amendment which
I would like to submit. 1

Mr. Bargrerr. It may be submitted for the record.

(The proposed amendment referred to follows:) \

AMENDMENT ProvIDING FUNDS FOR STUDY CONCERNING RELIEF OF HOMEOWNERS
IN PROXIMITY 70 AIRPORTS
|

STUpY. CONCERNING RELIEF OF HOMEOWNERS IN PROXIMITY TO AhPOBTs

Page ——} after line —, add the following %new section:

Sec. —. Section 1113 of the Housing and Urban Development Act of 1965 is
amended— [

(1) by inserting “(a)” after “Sec. 1113.”; \

(2): by striking out “one year after the date of the enactment of this Act”
and inserting in lieu thereof “‘six months after the date of the enactment of
the Housing and Urban Development Act of 1966” ; and '

(3) . by adding at the end. thereof the following new subsection:

.¥*(b) There is authorized to appropriated the sum of $100,000 to
cdrry out subsection (a).” ' |

Mr. Wirrner. Secondly, T would! like to take this opportunity to
place on the record the contents of my bill, F.R. 696, which is before
the committee. This bill is not a bill which will call for the acquisi-
tion by the Federal Government of any property. It is not a matter
of paying damages. The only thing this bill does is to reverse the
FHA policy of refusing to extend insurance on homes which happen
to be adjacent to airports. It is further limited to apply only where
the airport is built by the home, not where the home is built by the

existing agir facilit

This bill wouldy require that the} FHA issue insurance on those
homes, notwithstanding its current golicy, and that it issue insurance
without considering the diminution in value caused by the adjacency
to the airport. There is created, as the Chairman will recall, a special
fund in the mutual mortgage insurance fund to constitute a special
reserve for any specific losses that might occur. That would, in my
opinion, maintain the actuarial soundness of the fund. It would not
impair the fuad and it would have a special reserve to buttress it.

Specifi¢ally, the situation arises many times where an owner of a
house neait which an airport has been built has a buyer ready, willing,
and ablé to buy, but he must have FHA insurance because he is un-
able to come up with the required {downpayment for conventional
finaneing! A contract is entered into and it is submitted to the FHA,
and the FHA says, “No, we are not going to insure it.” Con%eque.nt]y,
absent FHA financing, there is no sale, and the loss occurs.

Last year’s record shows correspondence previously on this matter.
This is one solution to our problem that would not cost the Govern-
ment any money. | . .

Now, there may be other solutions and the FHA may not like this
solution. But'they have not suggestetl any better solution. The FHA
has not proposed any remedial legiglation, although they have had
this matter and this specific suggestior] for 2 years now. |

So I submit, Mr. Chairman, that absent some initiative on| the part
of the agéncy, maybe this committee ought to take the inititative. If
FHA’s policies are not going to be reyiewed, and if they are not going
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to be adjusted to protect the rights of thess homeowners, it is up to
this commitee to do it for them. N :
Mr. Barrerr. The Chair assumes that you desire te submit that
bill, also? L Ly
Mr. Werrwer. I should like permission to do-that, sir, and have it
included, if appropriate. | N
Mr. Barrerr. Without objection, so ordered.
(H.R. 696 follows:) w o

) !
[H.R. 696, 89th Copg.‘,‘\lst H8H.

' | i y
A BILL To amend the National Housing Actl ‘to|tacilitate salés of. one: to four-famil
residences in locations adversely affected by airé)orts constructed or expanded. wit.
Federal financial assistance furnished under the: me eral Airport Act

i ! i :

Be it enacted by the Sengte and House af Representatives. of the United States
of America in Congress assembled, That| section 203 of ‘the National Housing
Act iz amended by adding at the end thereof the following new stbsection :

“(1)(1) In determining (for purposes of subseetion (b) (2)) the appraised
value of any property which— AR

“(A) is loeated adjacent to or in the immediate vicinity of an girport
constructed or expanded with Tederal finaneial assistance furnished under
the Federal Airport Act, and Lt

“(B) was purchased by the owner thereof prier to the construction or
expansion. described in subparagraph (A); and .. -

“(0). is being resold by such owner (after the date of the enactment of
this s(lll)t;section) with the assistance of & mortgage insured under subsec-
tion s ; | 5N

any diminution in such value occasioned by the proximity, excessive noise, or
other adverse effects of such airport shall be disregarded.

“(2) There is hereby established in the Treasury of the United States a special
fund for the purpose of providing a means of reimbursing the Mutual Mortgage
Insurance Fund (in the manner prescribed ;n paragraph (3)) for any net losses
sustained in eonnection with the insurance of mortgages to which paragraph (1)
applies. There are authorized to be appropriated to the special fund such sums
as may be necegsary. [ o INES .

“(3). In any case in which payment “of‘insurance is. made under section 204
with respect to a mortgage to which paragraph (1) of .this subsection applies,
there shall be paid inte.the Mutual Mortgage Insuranee Fund for the special
fund established by paragraph. (2) of this subsection an amount equal to the
difference between (A) the amount of such payment of insurance, and: (B) the
amount of the payment of insurance whicly would have been made under:section
204 if the appraised value of the property/involved had been determined without
regard to this subsection and the mortgage amount had been réduced accord-
ingly ; but this paragraph shall apply only if the Commissioner, at the time the
mortgage was executed, indicated in writing his intention. to utilizé the special
fund in connection with any‘payment“og insurance which might become necessary
with respect to such mortgage.” S|

Mr. Bagrerr. I just want to tell the gentleman that I know how
tirelessly he worked last year on: bill, anid T am quite sure that the
committee will give every consideration to his desires. ,

Mr. Weurner. Thank you, Mr. Chairman, - I appreciate the con-
sideration as shown in the report of the committee last year. I am
hopeful that if we keep at this we somehow may find the solution to
a vexing and growing problem. | |

Mr. Bargerr., Thankyow. | | |

All time has expired unless the gentleman on my left desires to ask
a question. T :

r. Harvey. No, Mr. Chairman. It was a very excellent presenta-
tion. I commend the gentleman from Georgia on it. What is the
attitude of the FHA Commissioner on the bill? 1 do not anticipate
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an answer at this hearing. I'know the gentleman has worked on it -
for more'than a year now. . ’ 1

Mr. WeurnNer. The position of the Commissioner is to be against it.
But, thete is no alternative proposaljthat I know of. If the chairman
desires T will'be happy to make available my file of correspondence
which sets out the proposal, and Very courteous response by Mr.
Brownstein. e v ‘ }

Mr. Brownstein states that although this proposal would protect
the seller and the FHA and the mortgagee, that it would not protect
the purchaser. I commented back tohim that the only thing necessary
‘to proteéct the purchaser i§ to assure that he is aware of the proximity
to the airport. That conld be done very simply by requiring a state-
ment or.acknowledgement to that efféct. If we are protecting every-

than the purchaser, then we could easily assure that the
» were protected by requirihg that his certificate acknowl-
edging on''his part'the realization thhit the home was within certain
proximity. of the airport. That is the only objection in truth that I
could discern from this correspondence, and I will submit it and pos-
sibly the staff could extract those portions which would be relevant
to Mr. Har'vey’s inquiry.’ ‘

Mr. Bargerr. They may be, withoutobjection, so ordered.

(The material referred to follows:) |

HoOUSE OF REPRESENTATIVES,

: . : : ‘ashington, D.C., February 1, 1964.

. BROWNSTEIN,. : ‘
Pederdl Housing Administrafion, \

Washingtow, D€. : i

Dear Mn.‘BRosz'mr_N': During my short ténure in Congress, I have become in-
creasingly concerned over the plight 6f homéowners in sections adjacent to fed-
erally assisted airports. ' In my own district, substantial Federal funds have gone
to expand the Atlanta Municipal Airport. In so doing, runways have been ex-
tended to such proximity to many residents as to ‘create severe noise and vibra-
tion problems. The houses, though not within the zone subject to acquisition
under' the airport construction law, have nonetheless experienced sharp decline
in:property values. |

I'am aware that the question of FHA insurance for such houses has been con-
sidered at length and rejeécted as actuarially dnsound. However, I hope that the
consideration might be given tol a separate |appropriation to create a reserve
fund specifically to cover losses in such circumstances. “

It seems to'mne whien one agency of the Govetnment, FAA, generates action that
diminighes residential valuies, it would be appropriate for another agency, FHA,
to remed tuation in this matter. s !

With the existénce of such reserves, normal underwriting procedures could be
‘applied ‘in applications for insurance without regard to noise and vibration fea-
tures. |If. FHA incurs higher than normal losses under default and foreclosure
proceedings, the special reserve fund would jmaintain actuarial soundness of
overall operations. D ‘ “

I am sure yotare aware of the widespread ekistence of the problem. With the
expansion of afr travel'and increased use of jet aireraft, it is only reasonable to
-anticipate that thé problem will worsen.in coming years. . ‘

I should likeito have the opportunity of diseyssing this with you at your early
convenience. May I hear from you on this mattdr? o \

Sincerely, .1 : : ‘
; R ‘ CHARLES LONGSTREET WELTNER, |
Member of Congress.
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Pl ; .
FrpERAL HOUSING ADMINISTRATION,
p L QFFIOE oF THE COMMISSIONER,
i W ashington, D.C.; February 18,1964.

Hon. CHARLES LONGSTREET WELTNER, T :
House of Representatives,. ‘ o
Washington, D.C. o SR

Dear Mr. WELTNER: T ghare your concem‘ with the effect of indreasing and
noisier air-traffic on residential values, |The Federal Housing Administration
and the Federal Aviation Agency have worked closely to understand and define
the factors of the problem, but the fact remains, ' i

I agree with you that the basic problem is t e sharp decline in'property values,
and this, ‘'of course, reflects the market attitude itself. Houses subject to these
noise 'disturbances and other hazards may he less . desirable to the prospective
buyer than others which are not so affected; and resales are slow and at reduced
prices to meet the competition.. . The adverse effect varies widely, however, since
some communities and some. neighborhoods are much more air ‘minded than
others. -In thelatter the effect ig.sometimes negligible.

Other neighborhoods or sections of neighborheods can.be in locations where
the noise or even direct physical hazards are such that, by FAA criteria-of safety
and human tolerance, the health and safety of people living in the area are endan-
gered. In such areas the FHA does notinsure mortgages on homes. . Otherwise,
the F'HA does insure mortgages'on homes affected by airports, but prices that
the typical buyers in the' open market will ‘pay’ for them must be recognized.
Otherwise we wotlld be inguring mortgages, to be paid for by the new buyer,
‘greater.than the price paid, or inducing | uyer to pay a price in excess
of value. This, could rélieve the loss in| seller but ¢reaté an unac-
ceptable situation to a prospective buyer : i ¥

The major problem then'appears-to be the loss'in value'to the liomeowners
themselves that arises from the changed ¢ onmehtal conditions of their homes.
In. varying'deégrees, such changes are fined’to airports but can and do
arise from many sources, such ag in¢ ehsing commereial or manufacturing 'in-
‘fluences, new highways, city growth tendencibs; ani: other factors of our ever-
changing growth and progress. . IS TR s

Inthe case of airports, however, t e en comparatively fast, obvious,
and dramatic and often appears to aris m'the larger necessities of ‘our nationdl
progress with little opportunity for 16cal’ neighborhoods to adjust themselves
to these influences. Mortgage defanlts may result, but such losses are considered
part of the measured risk of mortgage ingyrance, '

A separate appropriation’to create d rve fund specifically to cover losses
due to mortgage default would serve only‘to protect the FHA, the mortgagee, and
result in some benefit to, the seller, 1‘511 would in“no way protect the innocent
purchaser of such a property., | TR :

.. The problem is & serious one, and, of ‘conce: s ‘all.  We are constantly
réviewing the méatter' t6 assure that our policy ox'the ingurance of loans in noise
i 1 keeping! with| our role of an’ insurer of mortgage
pportunity of giving you our position regarding this
, ire/to digchss the subject further.
Sincerely yours, ‘ ‘ : ‘

‘PN, BROWNSTEIN, Commissioner.

k ‘ SR R "FEBRUARY 24, 1964,
Hon. P. N. BROWNSTEIN, | el b :
Oonimissioner, Federal Housing Admnﬂstﬁatiow, S
Washington, D.C. _ ]l s v
Duar Mr. CoMmigstonER: I Have your! letter of Webruary 18, and have-dis-
cussed its -content ‘with ‘several members of your . I'can agree whole-
heartedly with the mdtters set fort It ge of your letter, and am
‘certain that the problem i ‘ the FH very much aware.
 However, the. questio] 1S 1t0 1ts S0 . T'6 date, T have not been
adviséd of any active pla alleviate this & ' '
In' commenting" on my! $pecific suggestion of t
serve'to protect “the F the mort a"ge“e,\ andrésult in some benefit to theselier,
but would in‘no way protéct/the innt)c‘ertt"purchas‘er ‘of such a property.”
It has been my ‘experience that ph‘ ayailability of financing is the primary
problem (not the ¢existing|noise itﬁélﬁ); when purchasers are sought for such
| il
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properties.. Your:'present procedure requises the acknowledgment by purchasers
of certain facts. - The proximity to the airport could even be included in such
acknowledgment. ' |

Further, there seems to be a parallel inithe mortgage coverage for| relocation
housing. It might just as easily be argued:that this does not protect the innocent
purchaser. ‘ ‘

In short, I feel that something must be done, and to .date, nothing has been
done. May I request that you give further consideration to this matter in the
light of the above comments. | o |

Looking forward to discussing this in perdon with you, I am, ‘

Sineérely, |
CHARLES LONGSTREET WELTNER,
t Member of Congress.
___—f- |

f

{ |
FiEDERAL [HOUSING ADMINISTRATION, |
"OFFICE OF THE COMMISSIONER,

Washington, D.C., March 19, 196}4.
! |

Hon. CHARLES LONGSTREET WELTNER,
House of Répresentatives, : |
Washington, D.C. *

DEAR MR. \WELTNER : I am replying further to your letter of February 24, 1964,
requesting that FHA study the proposal which you made concerning mortgage
insurance ‘ta facilitate the salés of certain| existing home properties adversely
affected by the influence of federally aided aifport expansion. ‘

Our understanding of your proposal is br gfly this: PHA insurance should be
made avai‘lagblé for the purchase of all exijting single-family homes adversely
affected by nirport expansion at a valuatipn established.as if no airport in-
fluences- affected the property. [Prospective purchasers of such properties would
acknowledge in writing that ‘they were aware of the airport influences. 'In
recognition ‘of the fact that FHA would be éxposed to unreasonable risks under
this proposal, a special reserve for losses would be authorized and fund(%d by the
Congress. .

First, let me say that I do not believe FHA mortgage insurance is the proper
vehicle for compensating property owners for losses caused by airport expansion,
even though isuch expansion has been assised by another Federal agency. If
compensation; is justified, a more direct method should be sought which would
benefit property owners who do not desire to sell as well as those who do.

PHA. insurance is presently available on jseme hemes adversely affected by
airports. However, our policy recognizes that the desirability of properties near
airports may be affected adversely by existing or potential hazards|of low-
flying aireraft, the nuisance of noises, and the possibility .of mushrooming non-
residential - uses. - FHA policy is, therefore, that marketability shall| be the
strongest indicator of acceptahbility of such properties, and that valuation shall
be determined by market price.. : \

If the airport influences directly jeopardize the structural integrity of the
properties or the health or safety of the ocgupants, they are unaccepéable to
FHA. for insurance. For example, if the measured noise levels are suc“h as to
be .injurious to the ocecupants’ health or to dhmage the house, or if a house is
directly and immediately in ‘the approach of departure patterns of pi-incipal
airport runways, it is unacceptable fer-FHA mortgage insurance. In determin-
ing the criterin for judging the acceptabilityjof properties near aix'port“s, FHA
works closely with the Federal Aviation Agency. |

Beyond these comments, the propesal raisep specific .questions and problems,
among which are the following: ;

1. The FHA mortgage underwriting requirement of “appraised vaiue” is
statutory. ~The requirement relates to ‘“economic soundness” or, in pertain
programs, to “acceptable risk.” Nevertheless, both of these assume sound prin-
ciples of underwriting. The proposal would substitute a policy of compensation.

Moreover, the national housing policy stated in the Housing Acts of 1949 and
1954 directs FHA to follow sound underwriting practices, and clearly opposes
the insurance of properties that endanger the health and safety of the occupants.

2. The purchasers of these adversely affeetpd properties would not be fully
protected evenithough they acknowledged in iting that they were aware of
the airport influences. The typical homebuyedr would not fully appreciate the
effects these influences would have on the valugof the property over an exiended
period of time.. The Senate Banking and Currency Committee, in its report on




L]
DEMONSTRATION CITIES AND URBAN DEVELOPMENT 651
]

|
the Housing Act of 1954, recognized FHA’.{; r“esponsibility to individual home pur-
chagers in stating : ool

“While naturally and properly the FHA should be concerned with protecting
its insurance fund, the builder, and the mortgagee against loss, and encouraging
profitable programs of construction * * ¥.| It is your committee’s considered
opinion * * * that it is the intent of Congress that the HHFA and its constitu-
ent agencies in their administration of the program which they are authorized

to carry out shall at all times: regard as ja p‘rimary responsibility their duty
- to act in the interest of the individual hom# purchaser and in so doing to
protect his interest to the extent feasible.” | | ‘

8. Section 226 of the National Housing| Act requires that FHA make sure
that each purchaser is provided with a written statement setting forth the
amount of the FHA appraised value of/ the property. FHA could be placed
in an untenable position if required to e tablish artificially high valuations for
houses near airports. The extent of the excess|valuation would become apparent
to the home purchaser when'"he observed ‘sqlling prices of neighboring properties
or attempted to sell his own. | e

4. Properties acquired by FHA are ordi arily priced competitively and put on
the market. If we were to place artificially high valuations on properties near
airports and subsequently acquired such properties by foreclosure or assignment,
FHA would offer the properties for sale at market prices. The extent of the
excess valuations would then become apparent, and would be a form of compen-
sation for the airport influences, and, as| I have previously said, I believe a
more direct method of compensation should be sought.

I appreciate the opportunity to present lodur views on this matter. If you
would like to discuss this personally WinhuneK I would be pleased to arrange to
do so at some mutually convenient time. | |

Sincerely yours, ‘ Bl ‘
[ t’ N. BROWNSTEIN, Oommissioner.

Mr. Harvey. Thank you, Mr. Chajrman.

Mr. Barrerr. Mr. Moorhead? | | |

Mr. Moorurap. Mr. Chairman, first I want to compliment the
gentleman from Georgia. No Member of Congress is more zealous,
dedicated, and able in taking care of the interests of his constituents
than the gentleman from Georgia. | | ||

I would like to ask on this bill of yours, H.R. 696, taking a specific
example, if an owner has a house with a fair market value of $30,000,
along comes an airport and because of the noise, the best he can sell
it for is $20,000, what value can the FHA put on'this for the mortgage
purposes under your bill? IR ‘

Mr. Werrner. Under the bill the FHA is required to assess it or to
appraise without diminution by virtue of its proximity to the airport.

Now, that would mean that they| would be required to write up to
a $30,000 appraisal. But if the contract price was $20,000, then, of
course, the $20,000 would be the total extent, and the financed amount,
the mortgage amount would be somewhat less than that. So the
liability would be $20,000. The problem is not trying to protect at
this point the difference between the $30,000 and the $20,000, because
I do not think we can do that throngh the FHA. The problem is to
get the FHA to act so that the normal market transaction can be com-
pleted and the house can be sold for $20,000. The owner still suffers
a $10,000 loss, but at least he can| get $20,000 for it if the FHA wrote
the insurance. Under the present policy it will not write any in-
surance and without FHA financing| many homes simply cannot be
sold. B

Mr. MooreEap. Thank you. | | ‘

Mr. Bargerr, Thank you, Mr. Moorhead.

Thank you, Congressman, all time has expired.

B
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Our next witness this afternoon is a very distinguished Member of
Congress from New York, the Honorable Seymour Halpern. Come
forward, Congressman. |

I observe, Congressman, you havejan associate with you. | Will you
be kind enough to introduce your iate? ‘

Mr. Hirrern. Be happy to. |

Mr. Birgerr. Mr. Halpern is a mhember of the full Banking and
Currency Committee. Everyone regpects you for your capabilities:
you are very knowledgeable and veny helpful, not only to your con-
stituency but to this full committee, the Banking and Currency Com-
mittee and we are certainly proud to have you here this afternoon.

B |

STATEMENT OF HON. SEYMOUR HALPERN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW YORK; ACCOMPANIED
BY PEIER CONNELL, ADMINISTRATIVE ASSISTANT “

Mr. Hareern. I thank the chairman for his very generous remarks.

I would like to introduce Mr. Petet Connell, my administrative as-
sistant who has made a very careful study of the proposed housing
act and the amendments thereto and has been especially helpful to
me in preparing this analysis. ‘

Mr. Chairman, I wish to thank you for the opportunity of present-
ing my views on pending legislation to this distinguished subcom-
mittee. | w

I would like to commend this su jcommittee as being one of the
most effective, most hard-working sublcommittees, and I want to com-
mend you, Mr. Chairman, for your superb leadership. k

Mr. Barrerr. Will you yield to me, please ? | '

We have two distinguished gentlethen here—Mr. Carl Hertz and
Mr. Harry Norman—and we are hoping we can terminate our hearings
this afternoon at 3 o’clock. So I just want to somewhat relieve the
minds of these distinguished gentlemén coming here through the in-
terest of our colleague, Bob Sweeney, but we will do everything we can
to terminate the hearings. i |

Mr. HarprrN. I can assure you, Mr. Chairman, I am not going to be
very long. :I shall try to confine my rerharks within 10 minutes,

Mr. Bargerr. Consume the time necegsary. ) w

Mr. Harpern. T am aware that the subcommittee has been conduct-
ing extensive hearings on several very important and forward-looking
measures in the past few weeks, so 1n the interests of brevity, I shall
restrict my remarks today to that legislation which concerns manage-
ment type cooperative housing. Specifically, Mr. Chairman, I refer to
my bills, H.R. 12765 and HL.R. 12766, and to section 102 of your bill,
H.R. 13065. 1 |

Mr. Chairman, over the past few yedrs, I have become increasingly
impressed by the splendid record established by management type
housing cooperatives in meeting their mprtgage commitments. As you
know, these mortgages are insured by the FHA pursuant to section
213 of the National Housing Act. In return for insuring these mort-
gages, the FHA exacts an insurance prémium of one-half of 1 percent
of the outstanding mortgage balance. “

Quite obviously, this is an insurance program, and as such, should be
grounded on sound actuarial practices. ‘Ordinarly, good insurance ex-

H |

i




||
DEMONSTRATION CITIES Al\‘ID‘ URBAN DEVELOPMENT 653

\

perience brings about a direct reduction in premiums, or, under mutual
programs, dividends are prorated from time to time, as further ex-
perience dictates. In recognition of mhis‘fact, we authorized a premium
reduction in 1961, and last year, we established—thanks to your com-
mittee—a separate mutual fund for management type cooperative
housing. Unfortunately, the premitms have still notbeen reduced, and
major difficulties have been encouﬂtére(il in implementing the estab-
lishment of the management fund. [The legislation which I introduced
would provide for a reduction in premiums for management type co-
operatives of one-fourth of 1 percent, and would provide the perfecting
amendments necessary to expedite t}}e implementation of the mutual
management fund. g nE ‘

On the basis of the past performance of management type co-ops, 1
firmly believe that this legislation fis warranted. Since the incep-
tion of this program in 1950, management type cooperatives have paid
premiums to the FHA totaling approximately $2744 million. Over the
same period of time, their losses hav? amounted only $693,000. Thus,
the difference between premiums paid and losses sustained is almost $27
million. I think this is an amazing record, and if ever there was a
- justfication for reducing premiums, it is with respect to this class of
property holders. ‘

In fiscal year 1965, for examp‘ie, ‘management type co-ops paid
premiums to the FHA of $4,301,000. After deducting losses, and
administrative expenses attributable to operating this program, and
after making provision for necessary reserves, the net income to the
FHA from this program was $3,371,000—and this was for fiscal year
1965 alone. Had the management type co-ops paid the reduced
premium of one-fourth of 1 percent during fiscal year 1965, the net
income to the FHA would still haye been $1,218,000. I cannot
conceive of any better evidence g support the assertion that the
time has come to make this reduction mandatory.

For this reason, I introduced H.R. 12765, which, with the approval
of the committee, I would like to submit for the record.

Mr. Barrerr. Without objection, QO ordered.

\

(H.R.12765 follows:) | I

L]
[H.R. 12765, 89th ‘Cong., 2d sess.]
|
A BILL To amend the National Housing Act to reduce the premiums charged for the
insurance of certain cooperative housing mortgages

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That|the first sentence of section 203 (c). of
the National Housing Act is amended by striking out “Provided, That any re-
duced premium charge so fixed and computed”’ and inserting in lieu thereof the
following : “Provided, That the premium charge fixed for the insurance under
section 213 of mortgages which are the ‘obl'gation of the Cooperative Manage-
ment Housing Insurance Fund (or which are insured under subsection (a) (1),
(a) (3) (if the project is acquired by a cooperative corporation), (i), or (j) of
such section and remain the lobligation /the General Insurance Fund) shall
not exceed an amount equivalent to one-fourth of 1 per centum per annum:
Provided further, That any reduced premium charge fixed and computed under
the preceding provisions ‘of this ‘swbséct‘ion"’.

Mr. Haveern. This bill provides tlﬁe necessary amendment to sec-
tion 203 (c) of the National Housing Act, and I respectfully urge this
subcommittee to incorporate this provision in the chairman’s bill. For

if we fail to take this action, I ‘beljeye that the discretionary authority
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which we:provided in 1961 will never be exercised, and the manifest
will of the Congress will have been ignored. |

With respect to the mutual fund [which we established last year,
certain difficulties have arisen, as a resplt of which, its full implementa-
tion has been held in abeyance. In getting up this separate mutual
fund, it was our intention to segregate, from the general insurance
fund, those premiums, administrative costs, and any losses attributable
to the management type co-ops. We provided that when this new
management fund was sufficiently strong, the FHA would be au-
thorized to distribute shares or dividends to the co-op owners whose
premiums had provided this strength In fairness, we also stipulated
that no such disbursements may be paid out until any funds which
might be transferred to the managempent fund from the general fund
had been reimbursed. ‘ ‘

Since that time, the question arose as to whether this reimbursement
requirement applied to the initial transfers to the mutual fund, or
only to any loans which might be made to that fund from the general
fund. The obvious answer is that it applies only to subsequent loans
and apparently, the FHA understands this to be the case, for their
General Counsel has interpreted the law to this effect. However, lest
there be any possibility of misconstruing congressional intent on this
point, section 2 of my bill, H.R. 12766, would make this intention
absolutely clear as a matter of permanent statutory law. I would like
to introduce thisbill for the record. ‘

(H.R. 12766 follows:) i ‘

[H.R. 12766, 89th Cong., 2d sess.] ‘

A BILL To amend section 213 of the National Housing Act to permit the mo{'e effective
operation of the Cooperative Management Housing Insurance Fund |

Be it enacted by the Senate and House of :Representatives of the Unit‘ed States
of America in Congress assembled, That the fourth sentence of section 213(k)
of the National Housing Act is amended to read as follows: “The Commissioner
is directed to transfer to the Management] Fund from the General Insurance
Fund an amount equal to the total of the premium payments theretofore made
with respect to the insurance of mortgages gnd loans transferred to the Manage-
ment Fund pursuant to subsection (m) minus the total of any admi istrative
expenses theretofore incurred in connection with such mortgages and loans, plus
such other amounts as the Commissionet determines to be necessary and
appropriate.” |

SEc. 2. The second proviso in section 213(1) of the National Housing Act is
amended by striking out “pursuant to subsection (k) or (o)” and inserting in
lieu thereof “pursuant to subsection (0)”.

SEC. 3. Section 213(m) of the National Housing Act is amended by striking
out “, but only in cases where the consent of the mortgagee or lender to the
transfer is obtained or a request by the mottgagee or lender for the transfer is
received by the Commissioner within such period of time after the date of the
enactment of this subsection as the Commigsioner shall prescribe”. |

SEc. 4. Section 213(n) of the National Housing Act is amended by| striking
out “issued in connection with mortgages” and all that follows and inserting in
lieu thereof the following : “isswed in conneption with mortgages which are the
obligation of either the Management Fund or the General Insurance Fund.”

|

Mr. Harpern. In addition, section 1 of that bill provides that the
Commissioner of the FHA will transfer to the new management fund
an equal amount to the premiums already paid by these co-ops, minus
the administrative expenses theretofore incurred. Under present law
(sec. 213(k)), the Commissioner is directed to transfer to the new
fund only what he “determines to be hecessary and appropriftte.” I
think it is imperative that we spell out|what we consider to be *“appro-

1
|

i




||
||
DEMONSTRATION |CITIES iA%\ID‘URBAN DEVELOPMENT 655

priate,” so that the management :fqnd‘will reflect the full strength of
the co-op program right from the start. This need not be done in
terms of dollars and cents, but I believe that the formula—premiums
minus losses and administrative expenses—should be written into the
law. To illustrate, I might point out that as of August 81, 1965, pre-
miums of this class amounted to $27,430,000; administrative expenses
were $9,687,000 and losses were $€93,000. Thus, the “appropriate”
amount to be placed in the manage: ent fund at that time would have
been $17,050,000. Unless the full alﬂq nt is placed in the mutual fund,
the provision for periodic disbur%mewrllts based on the strength of the
fund is of very little value. ‘ \

Finally, Mr. Chairman, sections |3 and 4 of my bill are identical in
design to section 102 of your bill, FR 18065. While our provisions
may differ somewhat in language, ithey are addressed to the same
difliculty and would accomplish b‘hﬁe same end. .

I believe that these provisions are fair to both mortgagors and
mortgagees, and I believe that they are necessary to get the new mu-
tual fund underway. Last year, we amended section 213(m) of the
National Housing Act to authorize the transfer of funds from the
general insurance fund to the management fund, and we provided
that, before this transfer could be effected, the mortgagee or lender
would have to consent to this tr‘a?sfér. There is no legal basis for
requiring this consent, for it was|not required in the case of other
funds which were consolidated into the general insurance fund. In
any event, mortgagees have declined to consent to the transfer of 78
mortgages with a face amount of over $141 million. And the number
of mortgages with respect to which no decision has yet been made is
109, with a face amount of over|$202 million. Thus, about half the
mortgages which might have been transferred to the new mutual fund
still languish in the general fund, jand our primary aim in providing
mutuality has been thwarted. ‘

The reason which promotes mér{,ga ees to decline consent to trans-
fer has to do with a restriction on the use of FHA debentures which
appears to me to have been unin ndfd by the drafters of that pro-
vision. At present, when a default occurs, the FHA pays the mortga-
gee in debentures with varying maturities. These debentures, in turn,
may be used by the mortgagee in paying premiums on any FHA in-
surance, whereas should defaults occur on mortgages insured under
the general fund, the resulting debentures cannot be used to pay pre-
miums on 213 management type ¢o-op accounts. What we have, in
effect, is a one-way street, so that 1 rge lending institutions, which
carry a good deal of FHA paper, elect to withhold consent, so that all
their accounts are in the same—general insurance fund, and thus all
debentures can be used to pay all premiums.

Both the chairman’s bill and my bill seek to rectify this anomalous
situation, by removing the onerous restriction. With this restriction
removed, the requirement of mortgagee consent is no longer appro-
priate, and accordingly, is also removed. Thus, all accounts of man-
agement type co-ops will be traﬂp%feﬂred into the management fund,
which we established for this purpose.

Mr. Chairman, the sole objective 014 the legislation I have discussed
chis afternoon is to provide equitable treatment for owners of manage-
ment type co-ops. Where ia class of property holders has demon-

1
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strated over the years its determination and ability to meet its mort-
gage commitments, they should be given the meaningful encourage-
ment which this legislation provides. Outstanding performance must
be recognized and rewarded. This subcommittee realizes this, I know,
for it was this subcommittee which amended the Housing and Urban
Development Act last year, to establish the new management fund. I
am confident that you will continue to scrutinize legislative proposals
and seek ways to Improve them, and I believe that the provisions of
my two bills would enhance the quality of the Housing and Urban
Development Amendments of 1966. | ‘

Mr. Chairman, I should like to thank you once again for the cour-
tesy extended to me this afternoon, and I would be happy to enter-
tain any questions which you, or any :of my other distinguished col-
leagues, may have. ; |

Mr. Barrerr. Congressman Halperh, I do not have any questions
to ask you, but I do want to say that you have made a very fine pres-
entation here this afternoon. I am quiite sure the committee will give
every consideration to your recommenfations. ‘

Mr. HarperN. I thank the chairmgn. |

Mr. Harvey. I wanted to add my cémmendation, also—a very fine
statement. I haveno questions. ! |

Mr. BarrerT. Mr. Moorhead ? :

Mr. MooruEap. Only to join with my colleagues and say that we
have received as I would expect from the gentleman from New York,
a very persuasive statement. i \

Mr. Reuss. This sounds like a heavenly chorus. You make a very
persuasive case and I am persuaded. ‘

Thank you very much. ‘

Mr. Barrerr. Thank you, Mr. Reuss.

Thank you, Congressman Halpern. All time has expired. |

Next, we hear from two very fine distinguished gentlemen from
the great State of Ohio, Mr. Karl Hertz, president, Board of County
Commissioners of Clark County, Ohio, and Mr. Harry Norman, di-
rector of urban renewal, Springfield, Ohio. |

Mr. Hertz and Mr. Norman, it is nice to have you here th.i? after-

noon. :
May I say that you have sent one df the finest Congressmen that
we have yet seen in the United States| He is a very knowledgeable
person ; he speaks only when he has something to say. He has won the
admiration of all the Members in the House.

, , 1
STATEMENT OF HON. ROBERT E. SWEENEY, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OHIO |

Mr. Sweeney. I thank you for your very nice introduction and to
my colleagues who grace this subcommittee. I certainly want to say
first of all, I do appreciate the opportunity of coming here this after-
noon and have the honor of introducing to the subcommittee and to
you, Mr. Chairman, Mr. Karl Hertz, who happens to be the city com-
missioner of the city of Springfield, Ohio. Mr. Hertz is here before
the subcommittee to testify in support of H.R. 12341, the city demon-
stration bill in 1966. He is uniquely qualified to make comment on this
important legislation that you are studying, Mr. Chairman. Not only
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does he have a rich experience in governmental service, he is also a
professor of sociology at Wittenberg University in that same city.

Accompanying him this aftern(fo%li the city manager of the city
of Springfield, Mr. J. L, Caplinger. | These gentlemen, Mr. Chairman,
come from my State, and they have exhibited in their governmental
offices and in their private undertakipgs a growing concern for this leg-
islation on the Fegeral level to assist them:to %an more comprehen-
sively and demonstrate more eff'ecjoi‘#el}y their i(ltzaas as to how America
is going to improve the community life of its cities.

You know, we in Ohio are very proud that Springfield, Ohio, was
the publishing capital of the Unitérd‘ States. I think at one time it had
that distinction. | ‘

There has been some urban decay in this city in southwest Ohio.
There is a tremendous need for urban renewal and revitalization in the
economy of the entire area, ||

This city, Mr. Chairman, is a cii;y of approximately 85,000 people
in the inner city with a metropolitan population of approximately
135,000 people. They have a very, very limited financial capacity to
afford the high cost of renewal. | | |

In representing the State of Ohio at large, I know of no city in my
State that needs to be assisted by II)othf State and Federal Governments
than their city. I am proud to bi‘esegnt at this time Mr. Hertz and

n
il

Mayor Caplinger for comment concerning H.R. 12341.
Mr. Hertz. I

|
STATEMENT OF KARL HERTZ, CITY COMMISSIONER OF SPRING-
FIELD, 0HIO

[

Mr. Herrz. Mr. Chairman and members of the committee, T am Karl
Hertz. First,I want to express my very deep appreciation for the op-
portunity to appear before this diétinguished committee and my deep
thanks to Mr. Sweeney for arranging the opportunity to testify on leg-
islation which can have far-reaching significance for the future of my
community and for many others like it.

Springfield is an old city, It is a part of the original frontier of
the old Northwest Territory. Gen. Geeorge Rogers Clark campaigned
through our valley. We have a park named in his honor.

We are an old industrial city. | We were once national leaders in
the production of farm machinery. We are still the home of a major
plant of the International Haryester Corp. Our people, especially
some of our old, established families fxave been and still are conserva-
tive. They are very hesitant about accepting Federal funding to solve
their problems. I

We once also were, as Congresémafn Sweeney has pointed out, the
publishing center of the Worléi—l——tl}e home of Collier’s family of
magazines. [

We must and we strongly desire to recapture our economic vitality
and potential. Our leading citizens have organized just recently as
a committee for community action now. They are ready and willing
to accept Federal funding, they have told us this as the governing
body of the city of Springfield, Ohio.

We have their support, we }%a,ve1 the support of our county com-
mission, we have the support o khe\ press. We want to move. But
we face a number of interrelated and: deeply disturbing problems.

|
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We have a decayed downtown w1tf1 many empty stores and thus a
decaying tax base in the central business district. We have large areas
of substandard housing with narrow streets, leading to serious over-
crowding and traffic congestlon We have poverty pockets, both Negro
and Appalachian whites.

We have had considerable social untest, especially among our Negro
youth, and except for the very fine lea ershlp of the Springfield Urban
League, of our city manager and of the very fine police department that
we have, we would have had violen durlng the past summ‘er We
have averted this.

We are thus in some respects not m a good position to attract the
business and industry we need. But we do not have the tax base that
we need, although we are going to ask our citizens for increased taxes.
Ohio tax laws and the Ohio constitution limit our bonded indebtedness
and our taxing capacity. We want and need help. We need, in fact,
a total renewal. We hope for a genuine Springfield renaissance.
But to do'this we need financial assistance of a volume that will do the

job. We see in the proposed demonstiration city legislation the kind
of hope that we need that we can onde again be the kind of‘mty we
once were,

I might point out that Spmngﬁelh s past prosperity was based
actually on Federal help. The nationkl road authorized by the Con-
gress of the United States, better than a century ago, contributed to
our early prosperity. We hope that this present legislation will once
again recapture our prosperity.

If the Congress of the United States wants to find a rmdd;e -sized
city that was once preeminent, where it can demonstrate that such a
city can come back to a position of lea ershlp, we believe that Sprmg-
field is eminently qualified to be such a dity.

We are eager, we are united, we are lrea.dy planning and Mg'. Cap-
linger, the icity manager, will tell you of some of the plans we are

making. We hope very strongly that the Congress will pass this far-
reaching legislation for demonstration cities. ‘
. I thank the committee once again for this opportunity to appear
ere.
Mr. Barrerr. Mr. Norman, do you want to make a smtement?
Mr. Carringer. I will make the statement.

STATEMENT OF JAMES L. CAPLINGE] ; CITY MANAGER, SPRING-
FIELD, 0 |

Honorable Chairman and members oflthe subcommittee, I am James
L. Caplinger and I desire to make alstatement with leave of the
subcommittee.

I would like to point out that I have with me, in addition to the city
commissioner, Dr. Karl Hertz, Mr. Harry Norman who is the ‘urban
renewal director of Springfield, Ohio.

As a preliminary remark I would like to echo the words Qf Dr.
Hertz in thanking, and expressing our deep gratitude to, this subcom-
mittee for making this opportunity available for us to testlfy ‘

We appreciate it very deeply

Also, Congressman Sweeney’s assistance in inviting us to Washing-
ton is appreciated.

Springfield, Ohio, is located equal dlstance between Dayton, 'Ohio,
and Columbus, Ohio. Therefore, we aré in a metropolitan area,

|
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Springfield is an area where town dpes in fact meet country. We
are located in a rich, agricultural a‘nea.‘ But, our area is also a grow-
ing industrial center, and our industry in the city has now expanded
into the area beyond our corporate iﬁlit}s into-the county.

Springfield is an old city, having been settled long gefore the Civil
War. We early became an industrial center, the publishing center of
the world and a leading producer of farm machinery. But these are
days gone by because we are not noted today for either publishing or
farm machinery. Loy

Now, there has been great indusér{aﬁl growth in Springfield. We are
one of the homes of International Harvester Co., lightweight trucks,
Steel Products Engineering Co., a mvi‘sﬁon of Kelsey-Hayes and Bauer
Bros., all three companies %aving expanded recently. But the closing
of some of our major concerns and the attendant problems which have
been created by empty buildings and ﬂec-a‘ying buildings in the heart
of our city has created blight in our surrounding neighborhood.

This has damaged the morale of our people and has caused decline
in our tax base. This has had a \dﬁhlaging effect upon our entire
community. | /|

In other words, I think that we might say that antiquity is setting
in in many of our neighborhoods anﬁ areas in our city. Obviously
this has harmful effects on our residential areas.

In conjunction with this, the downtown core area has decayed. It
has decayed to such an extent that uhless there is massive expendi-
ture of money in the downtown area, our central area has decayed
beyond reclamation. il

This massive spending is in fact bé&‘ond the capabilities of our city.

Now, Springfield, like most ciﬁs; ‘has traditionally been what we
might term a housekeeper government. We have maintained the
peace, we have put out fires, we /have sold water, we have provided
sewer service, and we have maﬁil}t?inéd the streets. Since antiquity

has set in in our industrial areas, in our downtown, and in our resi-
dential areas, our physical setting) is not attractive, and this among
other factors has created social problems.

In an attempt to reverse this trend downward, our city has come
up with a new spirit of progressive desires, I think, in government
and among our citizens. Our people now have an air of optimism about
the future, and our government in Springfield has started to change
its thrust from that of a housekeeper to a person-centered approach.
We are not just maintaining the pea‘ce and maintaining streets, but
we are looking at people, and the needs of people in trying to help
them create what we might call the good life.

Therefore, we have turned our attention to urban renewal. We have
turned our attention to the Economic Opportunity Act of 1964. We
have turned our attention to our health department and have improved
it in an attempt to.try to assure that each citizen will have at least
minimal health care for hig famillly.‘\ . :

We have entered into a rather large demolition project without
Federal funds in order to remove some of our slums and to provide
better housing for our citizens. | | ; .

We have established a human ‘réla} ions committee to work with the
problems of minority groups. We have established a recreation de-
partment to help our people use ﬁ,h‘eir leisure time.
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Therefore, I think it fair to say that! we are now moving in the direc-
tions which are envisioned in the progosed new legislation.

The problem is, that there are not adequate finances in our city to
undertake all of the projects by ourselves which need to be done in our
city. In fact, there are not even sufficient funds to engage in the kind
of real planning which is necessary just to coordinate, administer, and
direct those efforts that we have aiready undertaken which I described

above. |
The demonstration city legislation, if passed, would enable us to
get on with this job and in fact to d$ a better job of what we have
undertaken. ' |

Now, our budget in Springfield is already stretched almost to the
breaking point. We have found it nécessary to make rather sizable
salary adjustments of our city personmel. We find it necessary in this
day and age to attract not just people who want to work for the city,
but first-rate personnel, because we ate dealing with large and com-
plex problems. We are not just maintaining our housekeeping igovern-
ment as we have in the past. We need first-rate people. Therefore,
our budget has been stretched. | |

We are beset with problems now, but{F-envision, as I look ahead, that
by the end of the century there will be-a huge regional city reaching
from Colurnbus, Ohio, through Springfield, Ohio, to Dayton, Ohio, and
perhaps evén south to Cincinnati. ; !

If proper planning is not done now, even more problems will be
faced in this regional city of the future than what we face now.
But, if we plan properly now, and the demonstration city legislation
would help us to do this, we can, I think, become a model city. We
can solve our existing problems, and we can plan to meet these future
problemsbéfore they arise. i 1

To do this planning oneof two things is needed. Either we must
have the ability to tax as a local goverhment at a more realistic level,
and I frankly don’t see thatin the pictute under our State constitution,
or; we must have massive Federal aid as is proposed in the demonstra-
tion cities legislation. :

Now, if Springfield, Ohio, can becomé a demonstration city, we have
many positive factors which I feel will work together to make the
project succeed in Springfield, which is a city having a population of
slightly less than 100,000. " : ‘

In conclusion, let me run over a few of these positive factors which
I see in ourcity.

First of all, we have a new vocationdl school which will work with
the youth: of our community at the high scheol level, training them
to go into the labor force with skills.

We have ‘a proposed new technical Institute on the junior college
level which will train our people who ‘do not desire a full college
education but who want to go beyond the high school level, and which
will qualify them to enter the labor market with advanced skills.

We are so fortunate in having Wittenberg University which is a
liberal arts university dedicated strongly to the principle of helping
Springfield in our midst. Springfield }in fact sits in the center of a
highereducation complex. - o ‘

i
{
i
I
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We have in Springfield a ‘city‘govémnment which is efficient, but
which is willing to streamline itself, reorganize itself, and do what is
necessary to progress in step with the 20th century.

As Dr. Hertz mentioned, we haye a citizen’s committee which is
ready to work with government to move to meet these pressing prob-
lems. Not the least of our posifive factors is the air of optimism
which pervades our community at iEhis point.

I might point out that the Rockefeller Foundation has recently, or
about a year ago, made a grant to the National Urban League which
has established leadership|develo ment projects in 10 cities throughout
the Nation to develop Negroleag‘eﬂsh'p. Springfield is 1 of 10 cities
in the country participating in thispro%'ram.

We have a very active urban renewal committee which makes
our urban renewal planning more realisticc. 'We are fortunate in
that we have complete cooperation between county and city in our
planning efforts. 'We have a regional planning commission.

We have undertaken the making of |a transportation plan to attack
the problems of transportation in our community. We have, as I
said before, taken advantage of the [Economic Opportunity Act of
1964. We have cooperation between city and county governments and
between our governments and school organizations. We have many
active community organizations in our city. There are efforts pres-
ently being undertaken in Springfield to improve our existing social
welfare agencies. We have attention being given to proper hospitali-
zation in %pringﬁeld. We in government have taken an in-depth ap-
proach to the relocation of minbtfi‘ty‘ families in our urban renewal
areas, and we have strong assistance and strong support in these
efforts by our local real estate board which is a noteworthy accomplish-
ment, I think. We have efforts being taken to improve our public
school system and last, but certainly not least, we have one public
housing project in existence which is beautifully designed and is filled
with people. It consists of 210 units. We have two more planned
pllfiblilc housing projects for our Fity, one regular and one for the
elderly. \

Therefore, I would summarize by merely saying this: We in Spring-
field and we in Springfield’s gow rnment are willing to attack these
problems. We are going to face them regardless of what happens.
We may succeed in solving the problems, but we will stand a much
better chance with massive Federal assistance with the kind of guide-
lines envisioned in this legislation rather than with specific require-
ments. | Bl

I thank you for the opportunify‘ to|appear before the subcommittee.
I thank you for making 1t possibie for.us to be here.

I would point out that Dr, Hertz, I, or Mr. Norman would be happy
to entertain any questions that the committee might have.

Mr. Barrerr. Well, thank you, gentlemen. I have no questions
because your statement is very complete and fully explanatory. Your
views will help us when we mark up the bill and we will certainly try
to give cities such as yours the legislation they need. Mr. Harvey?

Mr. Harvey. Thank you, Mr. Chairman. I just have one question
here and I am not sure whom 1 ?hould direct 1t to. Maybe the city
manager can best answer it, | B
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It is the same question I have askLed all the other managers and
mayors who have been here. ‘
an ;lou tell me what the needs J,f Springfield are in terms of
dollars? ; |
Mr. CapriNeer. I think we can answer that question. I would like
to have Mr. Norman, our urban renewal director, respond to it if that
would be acceptable, Mr. Chairman. 1
Mr. Harvey. Can you very succinctly—you may not be prepared
at this time to give a specific answer. Are you talking about $100 mil-
lion? Is it $1 million or $2 million ¢r what sort of figure, so that
we have a round number of figures of what we are talking about. One
of the problems of this subcommittee and the administration is going
to be the sort of overall program we ard talking about across the coun-
try. There are some 700 cities across the country and I know all of
them have an interest in being a demonstration city. Actually 70 are
going to be selected. The top 70 will be selected, maybe. We have to
establish an overall figure. So I am interested in what a city, the size
of Springfield, in your judgment, would need. "
Mr. Norman. Within the scope of the message, we would say be-
tween $30 million and $40 million. | ‘
Mr. Harvey. Thank you very much.| I have no further questions.
Mr. Barrerr. Thank you, Mr. Harvey. \
All time hias expired. |
Gentlemen, we are certainly pleased to have had your testimony
thisafternoon. You make a very splendid presentation. |
The committee will stand in recess until 10 o’clock tomorrow
morning. |

(Whereupon, at 3 p.m., the subcommittee adjourned, to reconvene
at 10 a.m., Friday, March 11, 1966.) ‘
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FRIDAY, IVEARC:‘FI 11, 1966
[

'Housk |0F REPRESENTATIVES,

SuscoMmMITTEE ON HOUSING OF THE
CoMMITTER ON BANKING AND CURRENCY,

‘ BB Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m., in room 2128,
Rayburn House Office Bui ding, Hon. William A. Barrett (chairman
of the subcommittee) presiding. | | | ‘

Present: Representatives Barrett, Mrs. Sullivan, Widnall, Mrs.
Dwyer, and Harvey. el

Mr. Barrerr. The committee will come to order.

Our first witness will be Dr, Harvey Renger, Hallettsville, Tex.,
representing the American Medi¢al Association.

Doctor, T want to tell you that we are very much pleased to have you
here this morning. Of course, we are desirous of making you feel as
much at home as we possibly can-—you and your associate, Mr. Harri-
son, and if you desire to complete your testimony you may do so and
we may ask you one or two questions after you %ave completed your
testimony. We will abide by whatever is suitable to you.

Dr. Rexger. Thank you,sir. | | |

Mr. Barrerr. You may start your testimony.
\

STATEMENT OF HARVEY RENGER, M.D., REPRESENTING THE
AMERICAN MEDICAL ASSOCIATION; ACCOMPANIED BY BERNARD
P. HARRISON, DIRECTOR OF THE AMERICAN MEDICAL ASSOCI-
ATION DEPARTMENT ON LEGISLATION

I

Dr. Rexcer. Mr. Chairman and members of the subcommittee, I am
Dr. Harvey Renger, a physician practicing in Hallettsville, Tex. I
am appearing today on behalf of the American Medical Association,
which I serve as a member of the AMA Council on Legislative Activi-
ties. With me is Mr. Bernard P, Harrison, director of the AMA
Department of Legislation. | | |

As we understand it, H.R. 9256 would amend the National Housing
Act to provide mortgage insurance or direct loans to a “group practice
unit or organization” for the construction of new structures, the ac-
quisition of existing structures and the expansion, remodeling, and im-
provement of same, as well as the cost of equipping any such facilities.

The term “group practice unit or organization” is defined in section
1007(4). While this bill provides a wide latitude as to the groups for
which mortgages may be insured or to which loans may be given, the
bill establishes the priorities of such parties, and provides discretionary

ower to the Federal Housing Commissioner and the Housing and
ome Finance Administrator to determine additional priorities as
they may deem appropriate. | | |

663
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H.R. 9256 is basically similar to H.R. 2987, 89th Congres“s, upon
which the AMA testified before the House Interstate and Foreign Com-
merce Committee in March 1965. Our objections to HL.R. 2987 went
to the substance of the bill. While we believe that this proposal, con-
cerning itself as it does with mortgage insurance and direct l‘oa,ns, is
more appropriately before this committee, we find that there has not
been su§cient change in the legislation or in the circumstances on
which our objections were based to warrant a change in our position.
Accordingly, not persuaded that this legislation is advisable or neces-
sary, we appear here today to again vdice our opposition. |

At the outset it should be clearly nunderstood that the American
Medical Association does not oppose group practice by physicians. It
is recognized that such practices may afford some advantages to both
the physician and the patient, and that;the number of group practices
is constantly increasing. It should be also recognized, however, that
this type of practice 1s neither feasible nor desirable for all of the
physicians of our Nation. ; ‘

gince there are different types of group practices, we should keep
before us the intent of this bill with respect to the type of group prac-
tice which it would foster. It is our opihion that H.R. 9256 is designed
primarily tg provide for the construction of prepaid closed-panel group
practices. I will speak more to this point, shortly. |

Our reasons for objecting to the medsure pending before this com-
mittee may be briefly categorized. Firdt, physicians do not have diffi-
culty in obtaining conventional loans. Second the number of group
practices is increasing without Federal financing. Third, direct loans
by the Federal Government are unwarranted. %nd fourth, the bill is
discriminatory in the priorities granted to applicants. ‘

- PHYSICIANS ENJOY GOOD qm1T STANDING I

Physicians enjoy a high credit standi?xg in their community. It is
generally recognized that the physician has a high potential earning
capacity. That this potential is usually realized may be seen from
surveys which have compared the M.D. tto other professions or to the
businessman and have found the physician to be at the top of the earn-
ings or net income ladder. And when a physician participates in a
partnership or in a group practice, his personal income tends to be
still greater. As far as we know, there has been nothing shown which
would indicate that physicians require gny special or unconventional
form of assistance when financing the c?nstruction of their offices or
the equipping of them. t

THE NUMBER OF GROUP PRACTiCES IS INCREASING ‘

One might suppose from the emphasis stemming from the bill that
a need for group practice is not being met. The implication is there—
that growth in group practice is being stifled and that special assist-
anceisneeded. Thisisnotso. |
Three surveys with respect to group ‘practice are significant. In
1946 a survey conducted by the Public Health Service, with the co-
operation of the AMA, revealed the existence of only 868 group prac-
tices. A second survey conducted by the PHS in 195960, in which
the AMA closely cooperated, showed there were 1,546 group practices.
! |
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In earlier testimony before this committee, on March 1, the Under
Secretary of the Department of Health, Education, and Welfare stated
that “today, group practices number nearly 2,000.” Unfortunately
Mr. Cohen did not have the benefit of our latest survey. Just last
year, the AMA undertook a direct mail inquiry of all physicians. Re-
sponses show that there are now 450 grouﬁ practices with approxi-
mately 26,000 physicians participating in'such groups.

This remarkable growth of group practices, an increase of 350 per-
cent in 5 years, has taken place wvit}u?ut [Federal subsidization.

| Fi !
DIRECT LOANS UN\"VARRANTED

.|
Title II of H.R. 9256 would authorize the Housing and Home Fi-
nance Administrator to make loans to any group practice units or
organizations to assist in financing the construction cost of group prac-

tice facilities. We see no justification for this provision. ‘We have

already shown that physicians, perhaps more so than any other group,
are able to obtain financing, tﬁrdu‘gh lusual channels, to meet the cost
of constructing facilities, BRIt

H.R. 9256 1s not primarily concerned with physician owned and
operated group practices, but is intended to provide preferential assist-
ance to prepaid closed panel group practices, particularly those which
may be established by agencies or organizations. 'We see no justifica-

|

tion for such priority. ‘

‘ H
DISCRIMINATORY PREFERENCES
bl
Our fourth reason for opposing|certain provisions of H.R. 9256 con<
cerns the discriminatory nature of this bill as evidenced by the pri-
orities established. In this respect let us examine pertinent provisions
of the bill. t] - o
H.R. 9256 provides that mortgages may be insured or loans given
to the following (sec. 1007(a)) : L

(A) A private agency or organization (including a medical or dental group)
undertaking to provide, directly or through arrangements with a medical or
dental group, comprehensive medical\caﬁe or dental care, or both which may
include hospitalization, to members pr| sulﬁscribers primarily en a group practice
prepayment basis ; bl

(B) A public or private nonprofit agex#cy or organization established for the
purpose of improving the availability of medieal or dental care in the community
or having some function or functions related to the provision of such care, which
will, through lease or other arrangém‘ent‘ make the group practice facility with
respect to which assistance has been 1'eguested under this title available to a
medical or dental group for use by it); or

(C) A medical or dental group. | |

The bill requires certain priorities. Section 302(a) requires the
Federal Housing Commissioner jand the Housing and Home Finance
Administrator to establish jointly criteria determining priorities in
insuring mortgages and making|loans—
which criteria shall give preference ‘in\l‘;he case of applications involving facil-
ities to be located in smaller communities and in the case of applications of
agencies or organizations described| in| subparagraph. (A) or (B) of section
1007(4) of the National Housing Ac¢t/which are public or nonprofit organizations

as defined in section 1007(5) of sﬂch ‘Act, and in such other cases as they may
deem appropriate and consistent wi‘th“ the purpose of this Act.
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It may be seen from the foregoing excerpt that it is not the medical
or dental groups of subparagraph (c) which are intended to be bene-
fited by H.R. 9256, but the agencies or organizations which under-
take to provide medical.care to members or subscribers primarily on a
group practice prepayment basis. Thus the question is not|simply
whether mortgages should be insured {for, or loans given to, “group
practices” but whether preference for|{such loans should be given to
corporations, associations, trusts, or other organizations which under-
take to make available medical care. | ‘

During the fourth day of hearings by the Interstate and Foreign
Commerce Committee, its chairman, Congressman Oren Harris, who
had introduced H.R. 2987 containing substantially similar priorities,
stated (p. 321, hearings, Mar. 2, 3, 4, and 5, 1965, on H.R. 2987) :

We might as well acknowledge the issue inyolved here. We have been“ talking
around the fringes of it and arguing about whether the funds are available, with
most of my colleagues thinking it was primarilly for medical groups to get trog-ether
and organize a group practice facility. In Iy judgment, this program is not
primarily intended for that kind of clinic. I [think the facts here are that those
who are sponsoring and proposing this are doihg $o on the basis of organizing and
expanding the prepayment type of clinical andimedical treatment program, and to
operate it on that basis. ‘

On another point, Mr. Harris said: ‘

|
This is a program to permit certain groups, private groups or organizations, to
go out and organize this kind of a program. This committee and the Congress
will have to decide whether we want to put up funds from the Federal Govern-
ment to establish this kind of a program. That is the way I see it. |

I quote further from Congressman Hhrris: ‘

The purpose of this legislation is to promdte a group-type, prepayment-plan
program in order that it can be organized and|put into effect in certain of these
congested or highly populated areas. i “

We believe that a system of medical care provided through prepaid
closed panel clinics should not be subsidized by the Federal Govern-
ment. We believe that this legislation is unnecessary. ‘

In closing we would again emphasize that this legislation is diserim-
inatory, designed to promote a system of furnishing medical care
through closed panel prepayment group health plans; that it is un-
necessary in view of the rapidly increasing number of group practices
being formed without Federal legislatian; that direct loans are un-
warranted ; and that physicians enjoy pxcellent credit standing in
their communities and need no special asgistance in financing the con-
struction of office facilities. ! ‘

We urge you to reject this legislation. | w

Mr. Chairman, the American Medical Association is grateful for
this opportunity to present its views on this bill. We hope that our
comments will be helpful to the committee, and we will be pleased to
attempt to answer any questions which may be asked. ‘

Mzr. Barrerr. Thank you, Dr. Renger. ‘

I gather from your statement that your organization feels that the
group medical practices bill is unnecessary because private financing
for such facilities is available in a conventional mortgage market.
Now, there may be others who may disagree with your organization,
but I would like your reaction to this. at if this subcommittee were
to discard the standby direct loan authorization and were to authorize
only FHA insurance loans whenever a private lender is able to make
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Fo
the loan on an insured bagis? Pq,rtici“pation would thus be voluntary
and there would be no cost or burfll n to the Treasury. If we can con-
fine this bill to insured loans would your opposition be lessened ?

Dr. Rexcer. With your permission‘? I would like for Mr. Harrison
to answer that. I
. Mr. Harrison. Mr. Chairman, if thie bill were confined to mortgage
insurance and it contained no priorities and no direct loan provi-
sions—and I don’t know whether, jou\indicated that in your comment
or not—I don’t believe we would be|in here opposing the bill. We
may still continue to believe that, generally speaking, physicians are
well able to handle financing through conventional means. But cer-
tainly, our opposition to the bill would be greatly reduced, and while
we might not find a mechanism to“ support. the measure as such, I be-
lieve we would not be in here opposing this bill, if both those provi-
sions were deleted. I

Mr. Barrerr. Mr,. Harvey? | | |

Mr. Harvey. Dr. Renger, as I ‘uriﬂerstand your testimony, at the.
present time, what you are saying|is that the American Medical
Association sees no need for this legislation period, is that not right?

Dr. Renger, Thatisright. | | |

Mr. Harvey. Let me ask you personally. Do you know of your
own knowledge or have you heard of any physicians, young or old,
who have had any difficulty whatsoever financing clinics to conduct
a group practice whatsoever? || |

Let me ask further, has that ‘e&erwbeen discussed in the American
Medical Association as one of the problems facing physicians, young
or old today ¢ R

Dr. Rexcer. I don’t know whether it has been discussed on a na-
tional level. I know it has bee‘n‘dig‘cussed on a State level. To my
knowledge there hasn’t been a‘ny need at all, because most young
physicians, particularly if they get/in a group, have a high potential
which is recognized by most of| the banking concerns; they certainly
don’t have any trouble getting loans. |

Mr. Harvey. That certainly has been my impression in the State
of Michigan where I come from, that physicians’ credit or dentists’
credit is A-1. Frankly,/they have been able to walk into our banks and
savings and loans the day after graduation from medical school and
finance their entire operation if they needed it.

I also remember, Dr. Renger, I heard the testimony of Dr. Appel and
the other officers of the American Medical Association at that time.
I also heard the officers of the American Dental Association testify
on this bill and one statement that [the representatives of the Dental
Association had to say, was t}‘;ak even these loans would not, in his
judgment, induce dentists to go/into remote areas in the country to
practice where they otherwise would not want to practice. TIs that,
in your judgment, a correct statement ?

Dr. Rencger. I think that is ‘ri‘ghﬁ. That has been proven, particu-
larly in my own State of Texas. | Such loans are certainly not an
incentive for groups to move into a small rural area where work
isnot available for a group larger than three.

Mr. Harvey. What you are saying so that I understand you cor-
rectly is that if this bill were enacted as it is, those who would take
advantage of it would not be the physicians or the dentists, but would

[
|
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be th(%s% ;vho desire to foster the prepaill medical plan, is that about the
size of it ‘

Dr. Rexaer. We are afraid there is  possibility that with this type
bill, organizations might control the cdre that a patient receives medi-
cally and it might be detrimental to that patient. 1

‘Mr. Harvey. In other words, what lyou are saying is, it would not
be the same as if the doctors themselves were asserting that control
and dictating how that patient would be taken care of ¢ ‘

Dr. Rexcer. That isright. ‘

Mr. Hagrvey. Your organization would foster the group prepayment
payment plan for the ones dictating itf{? That is why you are averse
to this particular program ¢ , \

Dr. Reneer. That is exactly right. | w

Mr. Harvey. Let me ask you this oti(‘ar question. Do you think in
your testimony that there should be some sort of limit on the amount
of support that would be available to any one group if such a bill as
. this is enacted ? :. |

Dr. Renaer. I certainly think that would be a good precautionary
move. I would agree with that. w

Mr. Harvey. Let me ask you further, in your understanding, the
provisions of this bill would include finpncing, not only for the build-
ing itself, but would include financing for all the equipment that goes
into the building? | |

Dr. Rencer. That isright.

Mr. Harvey. Now, this equipment ¢
correct ?

Dr. RencERr. Yes; it could be so expehsive, and one could just keep
cascading it to a point where it wouldn’t even be a profitable situation.
In other words, suppose you went into an area where there wasn’t
enough demand for a heart-lung machine. You could even buy one of
those and set it up, and you could spend tremendous sums of money
without any need for it. ‘

Mr. Harvey. Could you give us any idea, for example, just in round
numbers or figures, what we are talking about to equip, say a four-
doctor clinie, just as an example?

Dr. Reneer. May I use my own personl reference ?

Mr. Harvey. Yes.

Dr. Rencer. I operate a five-group clinie.

Mr. Harvey. Fivemen, you mean? ‘

Dr. REnGEr. Yes; a five-man clinic in the community of Halletts-
ville, which has a population of 3,000 people. The total cost of my
clinic was around $85,000, including the building and the equipment.

Mr. Harvey. This was purchased whenj, Doctor ¢ ‘

Dr. Reneer. I have been in practice ‘t long time. It is over the

uld be very expensive, is that
|

years. We have had to discard some of] the equipment and buy new
equipment, but it is set up on an $85,000 inventory. ‘

Mr. Harvey. The $85,000 that you are referring to would be the
cost to a group of doctors performing those same services, purchasing
the same equipment today ? |

Dr. Rencer. I think it could easily be replaced today for a hun-
dred thousand dollars. ‘

Mr. Harvey. $100,000?

Dr. ReNger. Yes.
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Mr. Barrerr. Will the gentleman yig‘}ld?

Doctor, on this point, are you including land and structures?

Dr. Rencer. That’s an overall amount. It is a wooden frame
building, modernistically designed.| ||

Mr. Barrerr. Wooden frame? | |

Dr. RENGER. Yes. ‘ B

Mr. Harvey. But you have five doc‘uors in that building?

Dr. Rexger. That’s right. ]

Mr. Harvey. I gather, Doctor, and maybe I should address this
to Mr. Harrison, although you are here today opposing the bill in its
entirety, that you feel if this committee is to enact the bill, under an
circumstances we should at least strike that provision dealing wit
these direct loans? | Rl

Mr. HarrisoN. One other provision, Mr. Harvey. We seriously
believe and strongly urge that the provision with respect to priorities
also be stricken. ‘ ey

Mr. Harvey. Those two proviéidns?

Mr. Harrison. Yes, sir. i

Mr. Harvey. Thank you Very“‘rpuqh and we certainly appreciate

hearing from you. | \

Once again, even though this is before a different committee, I sat
on it last time and heard Dr. Apge]]‘, I think it is a fine thing that your
organization would come in to give us your testimony.

I have no further questions. | | |

Mr. Barrerr. Mrs. Sullivan? | | |

Mrs. Svruvawn. Thank you, Mr. Chairman. My colleague has
asked all the questions I wanted to ask.

Mr. Bagrerr. Mrs. Dwyer? | | ||

Mrs. Dwyer. No questions. | |

Mr. Barrerr. We appreciate your coming and thank you for your
statement this morning and the committee will certainly give it con-
sideration along with the other tEStin}‘ony.

Dr. Rexeer. Thank you. 1

Mr. Harrison. Thank you, M;r“ Chairman, for permitting us to be
here. ‘

Mr. Bagrrerr. Before we call the next witnesses I would like to put
this in the record. I would like to insert a statement on H.R. 9256
from Mr. Kenneth Williamson, associate director, American Hos-
pital Association. ‘ 1

(The letter referred to follovxj*s “:) \

| | AMERIOAN HOSPITAL ASSOCIATION,
| | Washington, D.C., March 7, 1966.

Hon. WRIGHT PATMAN, i
Chairman, Housing Subcommittee 0]‘L fhe Committee on Banking and Currency,
U.8. House of Representatives, WasMngton, D.C.

DEAR CONGRESSMAN PATMAN: This‘sta‘tement is sent to you to express the
views of the American Hospital A‘ss‘ociqtion in respect to H.R. 9256, a bill
to amend the National Housing Act|to{provide mortgage insurance and au-
- thorize. direct loans by the Department of Housing and Urban Development to
provide financial assistance for copstructing and equipping facilities for the
group practice of medicine or deqti$try\. We wish to make clear that'this
association looks upon the group vpra‘lcyice jof medicine or dentistry as a desirable
means of providing such jservice to|the public. We do, however, have real
concern with respect to certain of the ‘proyisions embodied .in H.R. 9256.

The bill provides for the Federal Government to participate in financing the
construction of group practice facilities ) rated as proprietary endeavors. In
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i
essence, therefore, it provides for Federall Government participation ‘in financ-
ing physicians’ offices. We know of no jus{;iﬁcation for the Federal Government
to undertake assistance for construction of physicians’ offices and believe that
the normal channels of private financing should meet adequately the need for
such proprietary facilities. |

The program of the Small Business Administration does provide short-term
loans for such proprietary facilities at what amounts to regular commercial
interest rates. To the extent ithat any Feddral Government assistance‘is needed
for the provision of proprietary group ictice facilities, this program should
meet that need. | ‘

Asgistance by the Federal Government| limited to nonprofit group health
facilities may well have merit. In this regard, however, we believe it is most
essential that the legislation be amended s¢ as to assure that major diagnostic
facilities developed in connection with group-practice endeavors do not |duplicate
unnecessarily such facilities which are already available in community hos-
pitals. The Federal Government has assisted in the provision of |essential
major diagnestic facilities in hospitals through the Hill-Burton and Hill-Harris
programs. We believe it would be unwise and wasteful for the Federal Govern-
ment to participate in duplication of such facilities as may be possible under
tthe present provisions of H.R. 9256. : ‘

The shortages of health personnel are at|present so acute that we believe it
is incumbent upon the Federal Governmenti and all others concerned with the
developmentof health care programs to ins the most economic use of health
personnel. Any unnecessary duplication of major diagnostic facilities will tend
to further aggravate the shortages of critipally needed health personmel. Al-
though the bill does provide that the Commissioner shall consult with the
Surgeon General before prescribing regulations, we feel that the posgsibilities
of wasteful duplication in this program are sb great that they should be ‘guarded
against by statute.

We would appreciate your making this letter a part of the record of the hear-
ings on this bill. |

Sincerely yours, |
KENNETH WILLIAMSON,
Agsociate Director.

Mr. BarrerT. The next witness this|morning will be Dr. John B.
Wilson, chairman, Council on Legislatipn, representing the American
Dental Association. ‘

Dr. Wilson, we are glad to have you and your associate here this
morning. I would like to extend to ydu the same courtesies that we
have all the other witnesses and we do hope that you will feel at home
here. I was wondering if you would be kind enough, before you start
your statement to introduce your associate for the record. |

Dr. Wirson. Ihave it in the statement. |

Mr. Barrerr. If you wish to complete your statement first you may
do so and then we may ask you one or two questions at the end of your
statement. If thatisagreeable you may proceed.

STATEMENT OF DR. JOHN B. WILSON, CHAIRMAN, COUNCiL ON
LEGISLATION, REPRESENTING THE RICAN DENTAL ASSOCI-
ATION; ACCOMPANIED BY B. J. CONWAY, CHIEF LEGAL OFFICER,
AMERICAN DENTAL ASSOCIATION |

Dr. WiLson. Mr. Chairman and members of the committee, my
name is Dr. John B. Wilson of San Marino, Calif. In addition to
maintaining a dental practice, I am chairman of the Council on Legis-
lation of the American Dental Associatiop. I am here today represent-
ing that organization. With me is Mn. Bernard J. Conway, chief
legal officer of the association. We are grateful for this opportunity
to appear and present the views of the dental profession on this matter.
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The American Dental Associatio‘p “is strongly opposed to H.R. 9256.
We would like to make it quite clear at the outset, however, that our
opposition in no way means we are opposed to the establishment of
group practice or to the extension pi;i this mode of practice. We have
long recognized it as one of a number lof excellent forms of practice
and indeed believe that in seme cincumstances it may well be the most
desirable alternative. [0

We are, nonetheless, opposed to \H.RW‘ 9256 because we consider it to
be professionally undesirable as well as unnecessary. We understand
and sympathize with the sincere motives of those who support this
measure but careful consideration|leads us to the belief that it would
not in fact achieve its stated purpq‘s y and might well prove a deterrent
to the high quality of dental and medical practice in the United States.

There are two distinct categories of group practice facilities treated
in H.R. 9256. One is a facility owned by a medical or dental practice
team organized by the professional practitioners themselves to provide
care on a fee for service basis in the same way the physician or dentist
in individual private practice offers his services to the public. The
second category of group practice f\aci]ity is, typically, established by
a group of nonprofessionals for the purpose of providing care to sub-
scribers or to members of the establishing group. The lay group,
organized as a consumer cooperative or nonprofit prepayment plan,
hires physicians or dentists or both on a salary basis. The health pro-
fessions associations commonly rqfér to this second category of group
practice facility as a closed panel practice or cliniec.

H.R. 9256 is desi%ned to encourage establishment of facilities for
large, group medical and dental practices. Beyond that, it specifically
gives priority to such practices “in smaller communities or those spon-
sored by cooperative or other nonprofit organizations.” The associa-
tion’s objections here are twofold. First of all, we do not believe
the Federal Government should, as a matter of public policy, prefer
one mode of professional practide over other traditional and efficient
alternatives. In this bill the preference is for group practice over
small partnerships and individual practices; our objection, however,
is to the obvious discrimination and would remain even were the
preferences to be reversed. wSe“cq‘ndly, it is our conviction that in
establishing priority for group practices “sponsored by cooperative or
other nonprofit organizations,” H . 9256 obviously is intended to spur
the establishment of nonprofessionally owned and controlled closed
panel practices. It is our conviction that the proliferation of such
facilities would tend to lower the quality of health care in the Nation.

While these professional objectioné are enough to persuade us that
H.R. 9256 is not an appropriate, pr“oposal, there are additional ob-
jections of a more pragmatic nature.|

As far as we are able to tell, there is no evidence of lack of loan re-
sources for construction of dental and medical practice facilities, be it
group practice or some other form.  This conclusion is supported by
the public testimony gathered during hearings on this subject last
year by another distinguished committee of the House. Loans from
private lending institutions are available to take care of most of the
practice facility needs of the dental profession. Where private sources
are not available, the dentist or physician, singly or in groups, can,
like any other small business owner, apply to the Small Business Ad-
ministration for assistance. | |
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The Small Business Administration is, in the association’s ‘ppinion,
performing a useful service in providing resources for dentists and
physicians where private lenders alone are unable to do so. The as-
sociation is convinced that H.R. 9256 would not only duplicate in great
part the very effective program of the Small Business Administration
but its passage might well block access of this program for dentists
and physicians. We say this since it|is our understanding that the
law under which the Small Business| Administration loan program

-is administered specifies that such loans will not be available|to per-
sons or entities which are eligible for other Federal loan programs.
Thus, a private dentist or group of dentists may well find th(‘? Small
Business Administration closed to him and be forced to apply to a
program so designed that it automatically gives him less than equal
status with other applicants. \

The American Dental Association believes that any objective study
of the resources available for constructiion of medical and dental prac-
tice facilities will reveal no need for additional Federal loan support at
this time. Even if it could be shown—which it hasn’t been to/date—
that some few types of practices are not'able to obtain adequate financ-
ing, the most likely and practical remedy to be explored is amendment
of the existing Small Business Administration program. |

In connection with this question of availability of resources, we note
that a witness who appeared before you on an earlier day during‘gr these
hearings implied that documentation for the lack of appropriate re-
sources can Be found on pages 313-317 of the hearings held last year
by the Interstate and Foreign Commerde Committee. We join/in the
suggestion that you read those pages but{ must disagree as to what they
document.  Pages 313-317 contain statements from eight group prac-
tice organizations concerning their attempts at securing financing.
In one instance, the organization abandoned its search for a loan be-
cause of other problems that occurred. Inevery one of the remaining
seven instances, the organization in question was, in fact, successful
in securing a loan. This, then, hardly seems to me to be documenta-
tion of anything but the fact that resources are available, though not
every loan applicant is necessarily going to receive as much as he wants
or at termsas favorable as he might wish. | |

Finally, the association must most respectfully disagree with those
who contendthat this program, if enacted, would induce physicians
and dentists to locate in areas where there is now a shortage of practi-
tioners. The problem is considerably more complicated than this
would make it seem. The United States over the years has changed
from an agricultural to an urban society. Most of our people now live
in metropolitan areas. Students of medicine and dentistry are in the
main drawn from these areas and upon graduation generally tend to
return either to their homes or to a similar place. It is not| only
because the most modern health facilities hre available in metropolitan
areas—though that certainly is an important factor—but also be‘pause
the person finds life in a metropolitan areh the kind of life with which
he is familiar and wants for himself and his family. It is, in our
opinion, most unrealistic to think that thisistate of affairs would change
in any substantial way by enactment of'the program envisioned by
H.R. 9256. Every bit of available viden¢e indicates that it wouldn’t.
In fact, we are aware of instances in which small communities have
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been unable to secure physicians and dentists even when practice facil-
ities are available without cost to the practitioner.
It is our belief that much more|appropriate measures to meet this
situation are available to Congress ‘a,h‘d the Executive. One in den-

tistry, for example, would be incre

ased support for the grants-in-aid
to States for dental health projects so that mobile dental units could
be purchased and other similar méasures taken to bring dental care to
people in sparsely populated areas.| | .| :

These, then, are our professional and practieal objections to H.R.
9256. While, as I have said, we ‘het{re the utmost respect for the
sincerity of those who support this measure, we are convinced that
careful analysis shows the bill to/be impractical and discriminatory.

Mr. Chairman, on behalf of the Aﬁerican Dental Association, I
want to thank this committee for hearing us. 'Mr. Conway and I
would be glad at this time to attempt to answer any questions.

Mzr. Bagrert. Thank you, Dr. Will)‘s‘ n. ;

Your opposition to the bill, then, is very:much in order with the
opposition of the previous witness? |

Dr. Winson. That’sright. Lo y

Mr. Barrerr. I would like to as%k you the same question in part that
I asked Dr. Renger. | .

What if the subcommitte were to discard the standby direct loan
authorization and were to authori;e‘only the FHA-insured loans when-
ever a private lender is willing to make a loan on an insured basis?
What would your reaction to this be where there would be no burden
on the Treasury whatsoever? Do you think your organization would
be less interested in opposing the bill if that were to be added ?

Dr. WiLson. As stated before, we| feel that the priority must be
eliminated from the bill and as we stated in our presentation here
today, we feel that funds are available and it is not necessary for the
physicians and dentists to have|insured moneys in-addition to that
now.provided by the Small Business Administration.

Mr. Barrerr. Mr: Harvey? - Mrs, Dwyer.

Mrs. Dwyer. Dr. Wilson, what would you say would be the cost of
equipping a dental clinic as this bill envisions it ?

Dr. WiLson. I would estimate the| going prices in the area that 1
live, and I cannot speak for the east coast, of course, but it is approx-
imately $20,000 for each dentist’s operatory.

Mrs. Dwyer. What would be the cpstr{}:)r the country, do you have
any evaluation ¢ | o ‘

Dr. WiLson. I am not an aut‘hqritﬁr on this, but I do not believe it
would be much different across the country.

Mrs. Dwyger. One more qliest'oﬁl.‘ Do you know how many SBA
loans have been made to physicians or dentists or groups of physicians
or dentists? ] IS :

Dr. Wisow. I do not have that figure in my mind, but I am sure,
Mrs. Dwyer, Mr. Conway can answer that.

Mr. Conway. Wedon’t have ’o‘h exact figures and it is just my recol-
lection, and it is-off the top of m hpad,;aapproximately $3 million to
$4. million has been made available to dentists-seeking such loans.

(The following was furnished the committee:)

The Small Business Administration indicates that there have been 410 loans
to dentists aggregating $6,180,000 since ‘t?e beginning -of the program in 1953.




|
674 DEMONSTRATION CITIES AND URBAN DEVELOPMENT |

Mr. Conway. I would like to make one comment on Dr. Wilson’s
previous answer to the chairman’s question. i

I think our position generally on that question would be similar,
if not identical to the American Medical Association. We would have
no objection to insured loan programs: We have had no objection to
the Small Business Administration program, but as Dr. Wilson
pointed out, our chief objection to thik bill is the priorities and dis-
crimination that is involved.

Mrs. Dwyer. That will be all, Mr. Chairman.

Mr. Bargerr. Mrs. Sullivan? " ‘

Mrs. Suruivan. I was going to ask [Dr. Wilson about the priority
plan that i8 in the bill. But I think ygu both answered that question
well. Thank you. -

Mr. BarreTT. Mr. Harvey ? ; |

Mr. Harvey. Dr. Wilson, or maybe I should direct this to Mr. Con-
way, I am not sure. Do you know of anly instances where dentists have
been denied the opportunity to practice as a group because they were
unable to finance their building or facilities?

Dr. WiLson. I do not, Mr. Harvey. In my area, as has been stated
before, it is quite simple for a professi¢nal man to obtain the moneys

~necessary to build this type of practice. |

Mr. Harvey. Where 1s your area ? + |

Dr. Witson. Southern California, neéxt to Pasadena. In fact, I
have built a medical center myself, so|I am quite familiar with the
costs. :

Mr. Harvey. How many doctors do you have in your medical
center?

Dr. WiLson. Thirteen, but it isnot a %‘ourp practice. Itisa medical

center and it is not a group practice. e have a pharmacy and each
man operates his own office—maybe twoimen in each office—separately.

Mr. Conway. As far as the American Dental Association is con-
cerned, in relation to our central office fctivities, we have received no
complaints or questions from the mentbership about financing, lack
of financing!for group practice facilities

Mr. Harvey. Would you agree withi my statement earlier when I
said, at least in Michigan, a doctor o dentist right out of medical
school could go into a bank and secure financing for this sort of
thing? |

M% Conway. That seems to be the case; yes, sir. |

Dr. Witson. I happened to do this during the depression ri%'ht out
of school, so I know thisis true. ;

Mr. Harvey. And it is still the case today-? \

Dr. WiLson.. Yes,sir. |

Mr. Harvey. One other question. Tf this committee were to pass
a bill like this, would you think that it would be wise to put some sort
of limit, say, perhaps in percentage of the cost of the building, 8 limit
upon the amount of equipment and facilities that could be financed ?

"Dr. Wiuson. I think this would be good judgment, very good.

Mr. Harvey. Would you see a danger that Dr. Renger talked about
perhaps in financing equipment that might not be needed just because
1t could not be financed on a 90-percent basis? \

Dr. Wison. Very much so. You wpuld have the duplication of
equipment in several areas, in my opinion.
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Mr. Harvey. Thank you very mqudh, Doctor. One other question.
You also appeared before the Interstate and Foreign Commerce Com-
mittee, Mr. Conway, with Dr. Kerﬁ‘?

Mr.Conway. That’sright. | | |

Mr. Harvey. Ihavenofurther questions.

Mr. Barrerr. Thank you, Dr. Wilson.

We want to thank you and Mr, Conway for your testimony and
consideration will be given to y ur testimony along with the others.

Dr. WiLson. Thank you very much.

Mr. Barrert. Our next witness will be Alden N. Haffner, executive
director, Optometric Center of N W YPrk City, representing the Amer-
ican Optometric Association, | |

Dr. Haffner, come forward please. |

Before you start your statement,, it/ has been the policy of our com-
mittee on both sides where we want to make everyone as comfortable
as we can. You seem to havs a foremunner to make one feel at home.
On Friday I received a letter indicating that Alden N. Haffner is
scheduled to testify before the subcommittee on H.R. 9256. The letter
states, “In view of the fact that% ill‘not be at the committee hearings
because of a previous engagement|in New York City, I would appre-
ciate it if you will in re‘cognizil}g Dr. Haffner indicate that I would
love to have introduced him to the committee but because of official
business in New York City I regret my inability to do so.” That was
sent to me by Paul A. Fino, a very capable member of the full commit-
tee on Banking and Currency and one who is very highly respected
on the Housing Subcommittee.| Certainly, Dr. Haffner, I want you

to feel at home and I certainly will report to him that you appeared
here this morning and I note that you have an associate with you. If
you would be kind enough to introduce him for the record we will go

right on. If you desire you can| make your full statement, then we

may want to ask you some questions after you have finished.

(The letter referred to follows ﬂ) \

| HoUSE OF REPRESENTATIVES,
I Washington, D.C., March 8, 1966.
Hon. WiLLiAM A. BARRETT, |
House of Representatives, I
Washington, D.C. |
DEAR BiLn: On Friday, March 11,1Mjr. Alden N. Haffner is scheduled to testify
before the subcommittee on H.R. 9256, ||
In view of the fact that I will not be at the committee hearings because of a
previous engagement in New York|City, I would appreciate it if you will in
recognizing Mr. Haffner indicate that T /would love to have introduced him to
the committee but because of oﬂ‘icigl business in New York City I regret my
inability to do so. ]
With kindest regards, I am, ‘
Sincerely yours, | |
‘ Paurn A. FINo,
Member of Congress.
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\
STATEMENT OF ALDEN N. HAFFNER, 0.D., EXECUTIVE DIRECTOR,
OPTOMETRIC CENTER OF NEW ?ORK CITY; REPRESENTING
AMERICAN OPTOMETRIC ASSOCIATION; ACCOMPANIED BY WIL-
LIAM P. McCRACKEN, WASHINGTON COUNSEL, AMERICAN OP-
TOMETRIC ASSOCIATION

|

Dr. Harrner. Thank you very mugh, Mr. Chairman, and I am
deeply appreciative to the good Congressman from the Bronx who sent
that very kind letter. My associate this morning is William [P. Mec-
Cracken, Jr., Washington counsel for the American Optometric Asso-
clation. |

Mr. Chairman and members of the icommittee, it is a pleasure to
appear before this committee. !

I am Alden N. Haffner, executive director of the Optometric Center
of New York City. Today I am testifying on behalf of the American
Optometric Association which represents the optometric profession
in this country. There are some 17,000 doctors of optometry through-
out the United States engaged in the full-time practice of thejir pro-
fession. The association represents over two-thirds of these practicing
optometrists. \

Briefly, my background includes a Lachelor of arts degree from
Brooklyn College, a doctor of optometry degree from Pennsylvania
State College of Optometry, master’s and doctor of philosophy degrees
from the graduate school of public administration, New York Uni-
versity. e graduate degrees were in the field of public policy in
social issues involved in health and welfare. ‘

I am chairman of the association’s social and health care trends
committee and also serve as chairman df the public health section of
the American Academy of Optometry, During the Korean war I
served as an Army optometry officer, mdst of the time in La Rochelle,
France, with the rank of first lieutenant. I received an honbrable
discharge and since then have been praéticing my profession in New
York (J%ty. ‘

The term “group practice” implies comnprehensive care—health care
which is broader and more profound than any single practitioner can
professionally bring to the people. This holds true for both types of
group practice, the interdisciplinary or multidiscipline groups.

Interdisciplinary groups offer a broad range of practitioners who
represent the entire spectrum of the health team—physicians, den-
tists, podiatrists, and optometrists. The single—discip%ne group prac-
tice provides concentration of knowledge in depth within a particular
specialty area. Optometrists participatp and render their services in
the visual sciences in both types of group practices throughout the
country. ‘ ’

The great interdisciplinary comprehensive group practices| have
optometrists on their professional staffs as an integral part of the
health team. They include: Ross-Loos, Kaiser-Permanente, Health
Insurance Plan of Greater New York, Community Health Associa-
tion, and the Giouveneur Ambulatory Care Unit of Beth Israel Medical
Center in lower Manhattan. = The latter|is a verylarge and extensive
group practice facility, jointly operated py the city of New York and
the Beth Israel Medical Center. It has ﬁ types and kinds of health

I \
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practitioners. Nine optometristj/s | p‘TLrticipate in the Gouveneur
program. |

An example of the sin le-discipiine group practice is the Optometric
Center of New York %ity with which I am affiliated as director.
Forty-six optometrists, specialists in every phase of the visual sciences,
represent a unique community facility and the largest single-discipline
group practice in optometry in the United States.

Educators and practitioners of every health discipline are today
acutely aware of the remarkable, exciting, and challenging revolution
in the knowledge of health scienéei. (New facts are being assembled,
new theories postulated, new meti}ll ds and techniques offered for the
improvement of health care. T kf ‘rapid rate of growth has led to
greater dependence of one practitioner upon another. The desire to

ring more care, care in greater depth, and the kind of care which
places added emphasis on the monitoring of quality standards, has
greatly influenced the concept of group practice.

In his statement before this committee earlier in the month, HEW
Under Secretary Cohen noted t]&e country’s population growth and
the correlated increasing deman “fo health services. To meet this
demand he cited the Health Professions Educational Assistance Act
which Congress passed to increase thesupply of available health man-
power; this legislation includes optometrists. I would like to add
that the 1965 amendments to this act afford partial forgiveness of
loans to those students of medicine, dentistry, ang optometry who, upon

graduation, establish practices in areas critically short of health man-
power. Congress further recognized the ~shorta%le of qualified vision
care specialists' by including ?Rtoﬁletry in t

e loan forgiveness
provision. ‘

H.R. 9256 will afford these STMP(&J health professionals the oppor-
tunity to establish practices in ‘Wellwequipped offices in functionally
constructed buildings to the benefit of their patients. The group
practice lends itself especially to the care of our older citizens who
might otherwise have to travel exhausting distances to keep appoint-
ments with various health practitioners. This is especially true in
rural and suburban areas, n

The vision care needs of the country’s population rank high on the
list of health needs. Optometry is the profession specifically trained
and licensed in all the States ancﬁl iI,hé, District of Columbia to care for
vision. By way of background for the subcommittee, the minimum
requirements for the education of op%ometrists are at least 2 years of
preprofessional undergraduate cohe e work in liberal arts and basic
sciences followed by 4 years of xof%ssional education leading to the
degree, doctor of optometry (0.D.).| All of the schools and colleges
confer this degree. In addition, five institutions maintain research
oriented graduate programs lea,d?n ' to a master’s degree in physio-
logical optics and three programs lead to a Ph. D. in physiological
optics and they comprise the m?jof source of these research prac-
titioners. |

As the vision needs of the citiz?nslincreased through the years, op-
tometry developed certain specialties;, For example, at the Optometric
Center of New York we have optometrists who specialize in vision
training, some of whom work only with children’s vision needs;
others deal with the problems of people who have only limited sight;
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still others devote their time exclusjvely to contact lens patients.
In its 10-year history, the center’s group practice has served the com-
munity in a wide range of vision needs and, I will add, has provided
care for people who might otherwise have been unable to obtain the
services.

The bill you are now considering, H.R. 9256, is an excellent one
which demonstrates that there is and should be public concern, en-
couragement, and financial means to foster more group health prac-
tices. I must add immediately, however, that the bill in its present
form omits the profession of optometry. |

Optometrists should be allowed to chre for the vision needs of the
country in a group practice on the sanje footing with physicians and
dentists. The American people need gnd indeed depend on the care
optometrists provide. As a matter of record, optometrists render
more than 70 percent of the vision card in this country.

The administration’s war on poverty, particularly as it’ relates to
school dropouts and preschool children (Project Headstart), has
need of group practice facilities such as are contemplated by H.R.
9256. It is impossible to overestimate the importance of vision in
this age of high speeds, intercontinental ballistic missiles, supersonic
aircraft, and electronic computers. Ybu know also the demands on
your own eyes and those of your staff because of the vast a,mqunt of
required reading.

To deny optemetrists the opportunity to participate in group prac-
tice is to divert from the mainstream of vital health services the
optometric vision care which the American people need and upon
which they depend.

On behalf of your constituents who are served by the optometric
profession, I strongly urge that in reporting this bill you incorporate
the 15 amendments which are attached. These amendments have but
a single purpose; namely, to include optometry in the provisions of
the bill.  Our profession is an importaht segment of the health com-
munity. In the interest of the publi¢’s visual welfare its S(?rvioes
should be eligible to participate in the|growing area of group prac-
tice. If optometry is not specifically mentioned along with medicine
and dentistry, it will be ineligible to participate.

Mr. Chairman, there is attached to this statement a paper which
was written by me in 1960 entitled “An Examination of Group|Prac-
tice in the Administration of Health Services.” This monograph
was the outgrowth of the thesis prepared for my master’s degree. I
will leave it with you for your informatian. ‘

Permit me to express on behalf of the optometric profession our
appreciation for this opportunity to statd our position.

Mr. McCracken and I will be pleased| to answer any questions you
desire to ask !

(The amendments and the monograph referred to follow:) |
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- \
AMENDMENTs To H.R. 9256, 89T CONGRESS, 18T SESSION, SUGGESTED IN THE
STATEMENT OF DR.‘ ﬁL‘DﬂN N. HAFFNER

The bill, as introduced, is applicable jonly to group practice facilities for phy-
sicians and dentists. The purpose of the amendments is to make the provisions
of the bill also applicable to optometris%s. !

Amendment 1: The title, line 4, af er ‘th‘e word “medicine” insert the word
“optometry”.

Amendment 2: Page 1, line 5, aftér |the word “medicine” insert the word
“optometry”.

Amendment 3: Page 10, line 3, after tL,he word ‘“or” ingert the words “in the
case of optometrists under the profes§i?nai supervision of persons licensed to
practice optometry in the State”.

Amendment 4: Page 10, line 7, afFel{ ‘th‘e word “medical” insert the word
“optometric”.

Amendment 5: Page 10, line 8, after t.ﬂe word “medical” insert the word
“optometric”. ‘

Amendment 6: Page 10, line 10, aftg‘eri thé word “State” insert the words “or
of persons licensed to practice/optometry in the State”.

Amendment 7: Page 11, line 2, after the word “medical” insert the word
“optometric”. \

Amendment 8: Page 11, line 3, after the word “medical” insert the word
‘“optometric”. i

Amendment 9: Page 11, line 4, after -‘the word “care” insert the words
“optometric care”. i

Amendment 10: Page 11, line'5, strike out the words “or both” and insert
in lieu thereof the following: “optom?tﬁic leare of a combination of any two or
all of said cares”. ‘

Amendment 11: Page 11, line 10, antFr the word “medical’”” ingert the word
‘“optometric”. ‘

Amendment 12: Page 11, line 15, arftpr {;he word “medical” insert the word
1 1R
‘optometric”. |

Amendment 18: Page 11, line 17, a‘.ftper‘ ﬁe word “medical” insert the word
‘“optometric”. ‘

Amendment 14: Page 16, line 24, after %he word “medical” insert the word
“optometric”. i j
Amendment 15: Page 19, line 12, after tﬂe word “physicians” insert the word
“optometrists”. | ‘
L
I
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[From the Optometric

An Examination of Group Practice in|

DEMONSTRATION CITIES AND URBAN DEVELOPMENT

eekly, 1963]
1

the Administration of Health Services | ‘

I. Introduction, Background and Organization

It is important to make a definitive dif-
ferentiation between the concept of a clinic
(and/or dispensary) from the term group
practice. A clinic can be said to represent
a type or form of professional practice
which is organized as the result of, and
through the cooperation of, physicians and
other professionals who perform their serv-
ices by themselves or with the aid or pro-
mulgation of an organized lay group. A
clinic or dispensary carries with it the con-
notation that its services are used for the
indigent, medi¢ally indigent, or very low
income populatijon groupings. This connota-
tion is not a completely accurate one.
Davis,! in 1927, analyzed reports of the
economic status of persons attending
clinics throughout the country and found
that from 2 to 20 pércent had the ability to
pay for the services which were rendered.
But, for the most part, clinics were organ-
ized, in the traditional and legal sense, pri-
marily for the patient grouping which was
unable to afford payment for services.

Although it has been indicated that clin-
ics and dispensaries were to be regarded as
similar, as in fdct many are, in the history
of their earliest developments there existed
a differentiation in terms of the dispensary
providing free or very low cost medicinals.
However, in the last three decades, that
differentiation appears to have been rele-
gated to minor importance. Clinics, how-
ever, still may refer to their dispensaries
but appear to utilize the term pharmacy to
a greater extent.

Another connotative strain in the name

*A thesis submitted ta the faculty of the Graduate School
of Public Administration and Social Service of New York
University in partial fulfiliment of the requirements for the
degree ‘Master of Public Administration. The degree was
conferred. Dr. Haffner is executive director of the Opto-
metric Center of New York.

|
Alden N. Haffner, O0.D., M.P.A.*

|
Optometric Center of New York

New York, New York |
|

|
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clint‘ is that of teaching, learnin‘%1 and ex-
perimental application. In a historical
sensp, an independent clinic was utilized
for the education and training of the intern
or resident and for the young practitioner
who: wanted to continue his learning. It
existed as an institution where established
practitioners could serve the community by
donating their services. In turn, [they re-
ceivdd a titled status which was regarded
as amark of their professional stature and
abilities. As a later consequence of the
afor¢mentioned teaching function, clinics
developed affiliations with hospitals either
as ah out-patient unit or as a specialty
servite unit. One of the outstanding ex-
amples of the clinic in its earliest form that
still yremains today very much as it existed
a half century ago is the Stuyvesant Poly-
clinic (formerly the Deutscher Polyclinic).
For the most part, clinics today are associ-
ated with hospitals as out-patient facilities
and are still utilized for the care of medi-
cally indigent persons of the community.
The notable exceptions are specialty clinics
such as the Foot Clinics of NeTv York
(podiptry), the Optometric Center of New
Yorkj{ (optometry), the Guggenheixq Memo-
rial @linic (dentistry), and the many in-
dividwal mental hygiene, psychiat;ic and
psychological clinics.

It should be stated that even for the
clagsical traditions of a clinic or group en-
vironment serving the poor, two outstand-
ing exceptions deserve note. They are
the Vanderbilt Clinic and the Mayd Clinic.

If it were possible to get the facts we should

find{every income group represented among

the ppatients of clinics. At the Mayo Clinic,
the jvery wealthy as well as many of the
poox can be found. In many other places, pa-

tients will be found from the s:

sociglly significant groups of the well-to-do

who{pay for what they believe to be|the ad-
vantages of institutional practice.2

The term group practice may be defined

all but -
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as the rendering of professional services|
by several members of the health caredis-
ciplines in a unified structure designed for
patient control and operational‘eﬁiciency.‘
All too often, group practice is-applied to
define the situation in which several prac
titioners share a professional building but;
their contact, one with the other,:is limited;
Essentially, this latter sityation lis nothing
more than several-practitioners!occupying
quarters in the same ‘building, The ims
portant'and essential element in true group
practice is that the patient is-subjected to
a multi-disciplined ‘approach for the profes-
sional services which he receives. The terrﬁ
group practice connotes that the patient
who receive its professional “services -are
able to, and do, in fact, pay for those serv-
ices. Thus, with the exception of the factor

i
. | the health center  concept, he repeatedly

il

viseid. and integrated home care program as
la. vital adjunct to .the center visits. In his
discussion of the early history of the Jud-

| |son| Health Center, Davis? speaks of visits

to the. “clinic” as well as home visits. One
'must conclude that. while that medical his-
totfari took great pains to proclaim the
separateness of structure and function. of

laqsed into: paragraphs which were con-
| vincing to.the:reader that the health center

(the rose by another name) was a broader

| | manifestation-of the institutional - concept

|.of the clinic. One of its chief differences is
‘ that-it ‘more ‘broadly applies: itself to the
health needs. of the: community. A. second,
and .perhaps moie important difference is
| the degree of centralization of the record
gystem. In a single type of administrative

of economics, it may be said that there are | unit, there exists centralized patient record

striking similarities between a -clinic and

a group practice. The latter, in-jts develop-: |

ment as a potent present force in-the aﬁ-
ministration of health services, .is. con-
sidered a consequence of: the-institutional
" concept of the clinic applied to patients in
other than the indigent group. 1
One further term is worthy of definition
in this 'discussion. Health center has had |
many varied meanings. Frequently it was
used to designate a hospital complex or |a |
clinical complex applied broadly to com-
munity health problems, both |therapeutic
and- preventive. Oftentimes, one agpect of
a community health problem had its organi-
zational-care in a health center. The New
York Milk Committee in the field: of child
health and the experimental New York City|
Department. of Health  Lower East Side
health center program for tuberculosis (by|
Commissioner S.-S.: Goldwater) are out-
standing examples. As ‘the:levels of mass
health care steadily improved in this-coun-
try during the last four decadés, the health‘
center -concept was altered. In. effect, qhq
resulting benefits of coordinated and organ~
ized solution to the health cofiditions. of a
large segment of a comm
income or indigent groupihgs |
tended toward the copeept of group pract
tice. The Des Moines-Health Center. (Iowa)
and the Judson Health Center (New York
are early (c. 1920) .organizations of grou
practice gpplied to community or large c}is
trict . populations providing comprehensiv
health services,. on -an: out-patient basig,
under the aegis of -a formed | organization
structure and with professional:services of
physicians, dentists, optometrists, nurses,
social workers, etc., on a part-time or full-
time salaried basis. S i
Important as part of the Judson Health

el

control: Most clinics (as well ag the Judson
Health Center) maintain central record
function. Where the health center is a fed-
érate type comprising many social welfare,
civic and health groups, the record system
is| decentralized, Clearly, the former -pro-
d‘dced coordinated- technical and health in-

fp&mation and has. withstood the test of
time.

Sotio-Economic Trends: in Health Care
1| |Specialists in public health agree that the
social institutions, as they have been known
in the ‘past, are now witness to a broad
based sociological change as they pertain to
‘the concepts of the-administration of health
services.t Thisis, in part, a reflection of
changes in national social attitudes and, at
th}e same tinie, the result of great advances
in the health sciences with their attendant
niagara of technical complexities. For, in-
deed, the private practitioner in “solo” type
practice, who was: the direct, participant in
‘t{:e “parter” for professional services with
the patient whom he served, is representa-
| tfve of ‘a_theme which is on the wane. It is
8 situation.which is being further modified
daily. .
q‘ The three main forces or trends in health
care may be identified as prepayment, in-
surance -underwriting and the interven.
tion of the so-called “third party” and,
finally, the trend toward centralization of
'facilities. Group practice is an expression
@f this latter movement. Any discussion of
hat. form. or environment within which
'health services are rendered should be un-
derstood. in_terms. of its. development, its
irelationship with the past and the reasons
for the present state. While it is beyond the
{scope-of this paper to concern itself with
the historical -and socio-economic forces

Center program was an extensive supeﬁ-- which have blended to produce .these
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changes, they! must, at least, be noted. The
great depression of the 1980’s which so
profoundly changed the course of social re-
lations betweden the government and its
citizens can be set high on any list. It ut-
terly destroyed the old ways and ushered
in the Rooseveltian expression of “social
security.” From that historic moment in
October of 1929, the “crash” of past in-
stitutions has resulted in an echo of change,
albeit unabated, through three decades.
The idea of budgeting for health care
through prepayment came into being. Never
again could ‘the men and women: of the
United States! afford “not to afford” to
pay for heidlth care. But the budgeting
phenomenon: was only one aspect of prepay-
. ment. Beadsley Ruml introduced “pay as
you go” to finance the war effort and the
notion of making regular payments to-
ward an anticipated cost was applied to
health economics.

As long as the cost of medical care was
within the budgetary capacity of the rank
and file citizen, each recipient of services
could, more or less, negotiate for his pro-
fessional needs. But the cost of remaining
healthy beganito climb markedly' during
the last three decades. The advancement of
medical knowledge, the resultant accelera-
tion of medical specialization, the rapid
growth of advanced methods applied toward
care in hospitdls—all contributed toward
the need for insuring against the financial
strain of physiological catastrophies. People
were fearful of the loss of what could
amount to life savings as the result of a
serious illness. Modest bank accounts ac-
crued through the efforts of many years of
toil could be wiped out in a matter of a
few short weeks. And so, persons 'in oc-
cupational groups or other entities banded
together to pool their risks and to insure
themselves mainly with hospitalization, it
was not very long before the extent of the
comprehension of professional services be-
gan to grow in scope and depth. Thus,
comprehensive health care insurance pro-
tection through the so-called health ex-
pense indemnity corporations’ have been
rising at a faster rate than all other forms
of limited or partial health insurance
protection.6

The last two decades will surely be re-
corded in the annals of public health as
the golden age of great medical progress.
The physician, ‘and his counterpart in the
professions of dentistry, optometry - and
podiatry, has reached a pinnacle of social
status as an important and integral part of
his community as a result of the historic
and dramatic advances in the knowledge of
the health sciences. Every practitioner has
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assumed the mantle of “the piorileer” and,
truly, the “frontiers” of health care have
be pushed back. Two very [important
consequences of this have been |the enor-
mofis rise in practice specialization and a
commensurate growing interdependence of
all 'health practitionérs. An extensive dis-
cusiion is not necessary at this point to
contlude that group practice (rather than
“solo” practice) is, therefore, iq keeping
with the trend which, through |its func-
tional organization, permits a ready ex-
chahge of multi-disciplined medical know-
ledge for the greater benefit of the pa-
tient. As with any forces prevalent upon a
subject, it was a natural consequence to
adapt the favorable aspects of prepaid
grodp health insurance to the prokessional
services rendered in a group prfwtice in
order to produce an environment and sys-
temifor the administration of health serv-
ices! which is enjoying a rapid expansion
throughout the country. The Health In-
surance Plan of Greater New York (so-
called H.I.P.), the Ross-Loos Clinics, and
the Kaiser-Permanente Health Ce?ters are
outstanding examples. Bluestone’, in 1947,
discessed the placement of a group prac-
tice junit in a hospital environment as a
concppt which gains for the hospital, the
proféssional man and, most decidedly, for
the patient. He analyzed the hospital as a
group practice environment and reasoned
the advocacy of a “marriage” between the

hospital and group practice.
It gods without saying that group med‘ical care
in hospitals on this basis, viewed simply as a
matter of hospital economics, will hasten the
patienits out of wards and into private and
i-private accommodations. One cannot find
ith the enthusiast who goes so far as
that the future hospital be |planned
arounfl ‘such a sound nucleus as this. . .|. Group
ipe yvill bring the practitioner qloser to
the h¢spital and both will benefit by the as-

sociation.8

It |s noted that the Health InSurance
Plan bf Greater New York establ%shed a
demonstration group practice at Montefiore
Hospital in the Bronx which has|grown
and prospered during the past 14 years.
In any discussion of health care trends,
one -cannot avoid concluding it with notice
of thelincreasing role of the federal govern-
ment in both the provision of publi¢ funds
and the extension of new programs. The
Uni States Public Health Servi?e, the
Nationjal Institutes of Health, the Medical
Servicg ' and - Health System of thg Vet-
erans Administration are all important. The
Forand legislation, the Federal Employees
Health Benefits Program, the Hill-Burton
Act, and the Humphrey Plan cannot be un-
derestimated as to their importance'in in-
fluencing - future developments in |group
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practice and testify to the very heavy com-| pengation reports, patient p.aymenti an_d
mitment of the federal government. If the| general records control comprise the qu-
pattern of the last two decades represents ness” of running a practice. Group practice,
a hint of the future, it is that the role of ' to a large extent, frees the _doctor from
the federal government will steadily in4 these details ‘which so often, in solo prac-
creage and, if it does not already exist, be [tice, interfere with his professional duties.
the dominant force in the administration |It can be said, therefore, that the group
of health services. || | effort ultimately represents a greater ef-
| | ficiency in that the highly trained practi-
Advantages and Disadvantages of Group Practice | | tiomer expends the majority of his eijfort
In previous paragraphs, reference has | in ithe task for which he was so expenswely
been made to solo practice as that in | educated and so exhaustively trained.
which administration of health services was | | In group practice, a ready ability for the
rendered by a single practitioner, in his| planning and budgeting of time of pro-
own office and independent of contact with| fessional personnel exists. The value of
other practitioners (as far as the patient| regular and periodic vacations is well
was concerned). Group practice, therefore,| 'known to persons whose lives bear great
becomes the alternative to solo practice and| responsibilities - and whose work requires
represents the cumulative expression lof| great..emotional  and intellectual concen-
the professional services of several prac- ' tration and organization. The solo practi-
titioners. In 1951, Hunt and Goldstein | tioner is hard‘put to plan his time. Time to
arbitrarily assumed three practitioners as = attend medical conferences and to under-
representing the minimum number necesr take post graduate education and training
sary for joint professional efforts to|be are important to keep the doctor highly
considered as group practice.l0 I| . f“tuned” in his professional -capabilities.
Perhaps the outstanding. advantages of 'The group practice makes “this possible
group practice, as opposed to|solo practice, = while the  solo practice effort must virtu-
is that the group environment offers the | lally come to a halt when this occurs. In the
recipient, the patient, a higher level in | |former, there is no danger in losing pa-
the quality of professional care because |tients, or income, or of an interruption in
of the provision of the group facility, in ' |the ability to render essential services to
which. there is a more ready consultation, ' |the patient.
formal and informal, among practitioners. | The group effort represents, to the pa-
In addition, there is an easy access to|lab- | tient, an ability to gain more health care
oratory services. It follows. that there must | for the same expenditure of monies. The
be, in a group practice, a more liberal abil-' | economics. of group practice, in later dis-
ity to do better work by the removal of | cussions, is shown to be a more economical
restrictions, self imposed or otherwisg, up-/| form for the rendering of health services.
on seeking laboratory analyses and in the | Group practice' enables a smaller commun-
matter of consultations. The true nature of | ity, not otherwise able to support the ser-
a professional man, in-its- more ideal“p‘\atfg vices of a specialist, to utilize specialty
tern, in receiving appreciation and satis-| services by sharing them with group prac-
faction because of the environment of|in:| tices in other smaller or rural communities.
ter-disciplinary professional cooperation| Thus, by an efficient organization of the
is an important advantage. In short, the at- medical effort, there can be a “pooling” of
mosphere of cooperation of members of the the services of a specialist. This type of an
health “team” is conducive to a better arrangement also insures that the specialist
functioning doctor and results in /better will be rendering his unique services and
care for the patient. ||| 7/l avoids contributing professional acumen
It would seem logical that from the group ~which a doctor with lesser training can
environment and the group effort a greate; contribute.. This ‘enables the patient to
professional  development and maturity re- acquire more and better care from group
sulted. It can: be -concluded that thig oc- practice than from solo practice.
curs because of the close and continuous As a result of a long tradition and Holly-
contact among professional personneél. /As a wood characterization, the doctor is con-
corollary consideration; the group environ- ceived as the servant of the people, avail-
ment produces an easy atmosphere to ex-: able to their needs at all hours, in every
change discussion - of ‘new. concepts and kind of adverse situation, weather not
methods reported. in literature. [ withstanding to' the contrary. The picture
An almost universal dislike of day-to-day - ‘is one:of the doctor serving long:and gruel-
financial ‘administration 'of the o e‘ratipn ing hours.  An'objective analysis of person-
of a practice is expressed by the doctqr. nel funetion finds that productivity, crea-
Forms, statements, liability reports, com- tivity and -efficient effort does not occur

60-878 0—66—pt. 2—7
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with prolonged working hours. The pro-
fessional man is no exception to this.
Group practice provides a medium within
which -a regularity of daily and weekly
working hours can be attained with the
practice always -having coverage. It en-
ables the doctor to be more efficient, alert
and preductive during his work schedule
and enables him to enjoy a private life
which is so often sacrificed in solo practice.
This latter point should be emphasized as
having considerable importance in the. con-
sideration of the expenditure of human ef-
fort. From the standpoint of utilization of
personnel, theré can be little argument
against the concept that group. practice
more efficiently: utilizes the talents and
efforts of its practitioners. The struggle
of the new, young practitioner “to get on
his feet” is well known in all the profes-
sions. By the assimilation of new practi-
tioners in the group, this “lean” period is
reduced or eliminated. The young practi-
tioner enjoys an immediate higher level of
income, and his:téchnical skills and abilities
are not permitted: to waste for lack of use.

From the standpoint of the length of a
career in the health disciplines, an average
income is enjoyed by the practitioner in the
group as opposed :to the solo practitioner.
This will be discussed more fully in later
paragraphs. Suffice it to state that under
the tax structure existing today early:low
levels ‘of income cannot be balanced with
later high income levels. The tax payer
is at a disadvantage at both ends. A mod-
erately rising . income, beginning from: a
relatively high initial base, constitutes: a
favorable cumulative income picture when
reasoned from the tax limitations. In ad-
dition, a group carties the ability ‘to pro-
vide such importint fringe advantages as
insurance, liability iand retirement which
have financial overtones not within the
scope of the solo praetitioner.

As the economic trends of health care
gravitate more and -more toward prepay-
ment and insurance underwriting, statisti-
cal evidence indicates that the  services
which are being underwritten are becoming
increasingly comprehensive in . scope.l2
Group practice for -the rendering of com-
prehensive professional services lends: it-
self-most readily. to the prepayment and in-

surance plans. Thus, the economic principle
and the actual facility and organization of:
the health services: can be “married” as'

two mutually conveniént concepts which fa-
cilitate and enhance one another.

From: the standpoint of the level of pa-
tient care, the group:practice:facilitates the
adoption of standards for patient care not
readily adopted by the solo-practitioner. Al-
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thot_lgh professional eth..
cisth of the work of one do. ‘
the group practice provides the |
for icritical evaluation of the wo!
members of the group. Little argume.. 4
be advanced to alter the fact that the
tient and the doctor are the beneficiaries ot s
this “group scrutiny.” Because the “total’
person will be treated with careful records
which are centrally ' administered, an -ac-
curatie health history becomes possible.: The
mattdr of uninterrupted continuity|of care
is an} important factor adding to |the "ad-
vantafes of group practice. It lends itself
to fadilitate higher professional standards
for the patient. |

It i -interesting to note that in a study
by the United States Public Health Serv-
icel3 of 22 medical groups involving 252
physicians, a questionnaire survey revealed
that approximately 75 percent of all phy-
siciansi held that the chief advantdage of
group practice involved a higher quality of )
health gare for the patient. This high mar-
gin of ggreement on the leading advaqtages
of groyp practice by the physiciang sur-
veyed i further advanced by the fact that
the nexit three leading advantages which
they chdse also involved the quality of pa-
tient care. |

Although extensive statistics on the lon-
gevity and stability of group practice are
not available, those available statistics do
point to:a greater stability of the group
environnjent and a greater patient reten-
tion thar:that of solo practice. This, from
an instithtional standpoint, must be char-
acterizedias a decided advantage in patient
care. Thejgreat surge in group practice has
occurred {luring the past generation. . |

Perhap$ the leading disadvantage of
group praitice, or at least the one which is
most often vocalized, is the question of the
doctor-patient relationship. Many physi-
cians and patients contend that group prac-
tice tends #to be more impersonal, less inti-
mate than the relationship -between patient
and solo practitioner. Others answer this
argument that with adequate medical and
health histories the less “personal touch”
permits a more objective evaluation of the
patient’s ills. This latter ‘group points to
the armed forces medical service as repre-
senting a:lpgical example to counter this
argument. -Df the same -study: previously
mentioned; ho physician contended that the
lack of -intilnate and personal relationship
adversely affected the quality of care, but
rather that the relationship “seemed to be”
desirable. . |

Inbreeding

of professional views 'tends
to be a disadvantage-of group: practice.: It
would be logi@:al that there would be a natu-

|

i
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ral inhibition of professional contacts out- ?ﬁrograms of preventive care, as well as
side of the gr.ouf.. The thig};er‘ for::r}xl of lih: Ithera;;:ut'gic care:jorlxebwoutld expectt a }gghe.r
group . organization structure, e - less consultation -and laboratory rate. ysi-
would be the likelihood of extensive outside cians in group practice argue that earlier
contacts: In addi}:ion, the general. medical definitive diagnoses are made possible by
commurity hss in the push SXaibited ko | Heso - procedinen, Kovets amenitaive
bers of groups further lessening the proba-| :frviees are unnecessary readily admit that
bility of outside professional | rapport. [It| were they in an environment where such
should clearly be noted that the result and| s‘rvices were “at hand,” they, too, would
not the cause is listed as a disadvantaze.“ utilize them to a greater degree than their
T}lll_? res}tlxlt isdthe: inbx:eedirrxlgh‘ of medic‘,al“ prevalent utilization in solo practice.
philosophy an L v1ev:/’p91nt< ] at. a grqt‘hp‘ It spould be remenqbered that the codes
might become “stale” is a situation which| of ethical conduct written for members of
sht.n:;ld floe avoitded. ’é‘huts, :he. Qreater dneq:l“ me hefxltl: professioni . :yere ‘done godw:i[\gh
exists for post graduate training and at-| the private, solo practitioner in mind. No
tendance at medical conferences. The latter | individual doctor in his professional com-

tends to be an effective check against thp | munity would stand high in the esteem of

foxilgxer. o thet th ‘ i hii; peers were he to ‘advertise his services,
was noted that the matter of profegs | solicit to enlarge his practice or gain the
sional cooperation and closeness of actioqn ‘w publicity of the communication media. And,
were regar;i_ed 2;; decided. adt\;‘anta‘ges otti | yet‘;, the gr;)up ijac‘tice( }iIrlxpitsPIarger agd
.group practice. However, in the personal | mere:complex -forms , Permanente,
day-to-day relationships, this | advantage | Group Health Cooperative, Ross Loos, Rip
might be lessened by the internal friction | Van Winkle, etc:) -all resort to these ‘tech-
within the group. The rigid-education and | niques - mainly: - to approach occupational
training of the doctor demands of him | groups - which- might be “gold” the health
unique kind of individuality and independi | pragram offered by the group practice. The
ence which most often becomes deeply in+ |question of ‘unethical conduct as a disad-
grained in his personality as well as in hig! ‘\va‘ﬂta'ge should in fairness be listed pend-
professional approach. It-is the personality | \‘ing“ a re-evaluation of the ethical codes in
factor, more than any other, which accounts “the\ light 'of -present ‘day- group practice.
for thg : possible bi_ckering and: internal | | Since t‘he emergence of  group .pract_ice
squabbling. That this must be kept to & \ag|a dominant force in the administration
minimum for the benefit of the patient and  |of |health services, the matter of access to
t{xe sucl:zess 'O}flt thila grgup i: dab:}:mlan:}llyg \genﬁralh hos];)italsthby ﬂtl)e menébers of ths
clear. might also be -noted | tha el lgrolip has ‘been the subject of severe an
schools and colleges should modify |their| hea,ﬁ.ed controversy. - Sometimes this con-
approach to emphasize the importance of “ :trov‘ersy can ‘become so acute ‘as to spill
thi& gr:}l:p e:il_deaa\(;/or.‘c . 5 | out in full d}‘?pslay.on }t1he _front pag:s fift%uz
nother disadvantage of group practice || newspapers.!t Some physicians contend tha
is that there is a restriction of the patient’s | ‘only“ the hospital -environment  offers - the
opportunity _to choose the serviges of a con- | ?estw opportunity for the advancement and
sul.tant.tvrhﬂe :q tl:e fa(_:: olf 1t1,d tk];e fo;'e‘i w Lniéi‘:}l}lange of p{&fessiona] knov:le(}ige tz;lm:
going statement is true, it should be noted | not' the group, is “group contends tha
that the doctor's choice of consultant is | only|the hospital is the place for the high-
reasoned to be vastly superior to that of | est'quality of patient care. “That members
the patient. The professional needs of ‘the |lof aqwgroup practice should be denied hospi-
patient can be more objectively and-scien- | tal privileges is unthinkable from the pub-
tifically evaluated by the doctor-rather than | lic’s point of view.”15 In prior discussions,
by the patient. The patient is not competent | the ‘(,E)ncept of group. practice attached to
to judge his professional needs in| consult- | al hogpital environment was held to be a
ing services. | ‘djstinctly favorable situation.!6 One must
As' a possible disadvantage of group | conclude, therefozl'e, that the relations}}ip qf
practice, .the argument ‘has been. rendered “tl‘me general hospital and group practice is
tlf}at patients are subjected “to..a much |a|disgdvantage but that its cause lies solely
hxihelr :‘)ate tOf consultl;ing se:'}wllices tf),‘ri’d :t(;lray ]wglthin th?r }})rovi}:lce fgf intra—progessio?al
and .laboratory : analyses an - for ose | relations. at the effect is a subject for
patients who are treated by solo practition- |public concern is well documented.
grs. The statement is statistically correct |/ | Considered ‘as a decided disadvantage to
ut implies ‘that  these -consultation and ithe very well trained specialist in- group
laboratory analyses are unnecessary, To the |practice is that his income level is decidedly

degree that most groups are engaged in [lower|than that of a golo practitioner in
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private practice.. Statistical evidence bears
this out as a truism. Alterations in the
economic structure for such specialists
would seem to be in order.

A disadvantage of a group practice might
be listed in terms of the relatively high
capital construction costs of the group
facility. In a later discussion of the Hum-
phrey Bill and other legislation, this weak-
ness will, for the most part, be met. While
the opposition of organized medicine to
group practice still exists, the resolutions
of the House of Delegates of the American
Medical Association have during the past
five years lessened!” to a situation of recog-
nition and acceptance (but not quite ap-
proval).

Weinerman,!® in 1951, held that other
weaknesses of ! group health plans were
shaky actuarial basis and relative high
cost of premiums for the lower income
families. It can be readily pointed out that
what Dr. Weinerman refers to is one eco-
nomic vehicle for the group. practice and
should not be attributed, as he holds, as a
disadvantage or weakness of group prac-
tice. They should, rather, be considered
separately.

The last enumerated disadvantage will
conclude this discussion (because it is po-
tentially the most serisus). There ig always
the danger that in modern group practice
the patient will become sectionalized among
a battery of specialists who will fractionate
his ills and hjs care. Clearly, to overcome
this p'otential} danger requires strict ad-
herence to an administrative arrangement
whereby the patient is assigned to a gen-
eral practitioner who will serve as the nu-
cleus of the group team and who, as a
consequence of that position, will be as-
signed overall responsibility for the pa-
tient’s management and care.

It is the opinion of the writer that the

~hopes of better and more efficient adminis-
tration of health services rests in the group
practice rather than the solo practice and
that this view is adequately supported by
the discussed/advantages for surpassing the
disadvantage#.
Types. of Group P}acﬁce :

The simplest form of group practice is
one which includes three physicians. Its
structural-economic arrangement may be
as a single owner, a two partner-owner
arrangement or all three as a partnership.
It is generally accepted that the minimum
number of professional . personnel neces-
sary to constitute a group is three; that
two represent associates in essentially a
solo practice. In a 1946 survey!9 of the num-
ber of character of medical groups, of
868 groups, more than three-quarters of the
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groups ‘were essentially partnerships with
more than half of these being partnerships
with ‘employed physicians. Of the 368
groups, only 36 or less than 10 percent
represented single owners. Of the total
number of groups 98 had part-time “doctors
while fthe remainder utilized full-time per-
sonne]. The median number of full-time
physig¢ians was 4.7 with a mean of 8.4. Four
of the groups included one unit with 250,
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