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JOBS AND PRICES IN THE WEST'COAST REGION

MONDAY, JANUARY 12, 1976

CoxNeGrESs OF THE UNITED STATES,
JorntT Economrc COMMITTEE,
Washington, D.C.

The committee met, pursuant to notice, at 9:45 a.m., in the Muses
Room of the Space Museum, Exposition Park, Los Angeles, Calif,,
Hon. Hubert H. Humphrey (chairman of the committee) presiding.

Present: Senator Humphrey; and Representatives Hamilton,
Rousselot, and Hawkins. ’ '

Also present: Richard F. Kaufman, general counsel; Courtenay M.
Slater, professional staff member; and. George D. Krumbhaar, Jr.,
minority counsel. ' o

OrENING STATEMENT OF CHARMAN HUMPHREY

Chairman HumrHREY. We will convene the session of the Joint
Economic Committee of the Congress. This will be the fourth of our
regional hearings, and we are most grateful to the officials of the city
of Los Angeles for making available the facilities, for all of their
cooperation.

T have a brief opening statement, and then we are going to hear
his honor, the mayor of the city of Los Angeles, Mayor Bradley.

Today’s hearing is the fourth in a series of hearings which the
Joint Economic Committee of the U.S. Congress is holding in various
regions of the United States. Members of the committee present are
Representative Lee Hamilton, Representative John Rousselot, and
also while not serving on this committee, Representative Augustus
Hawkins, who is deeply concerned about the social and economic
problems of our Nation. . 7 :

We have professional staff members with us. We have Mrs. Slater,
Mr. Kaufman, and Mr. Krumbhaar, and they all will be asked to par-

ticipate in the discussions here today.

The year 1976 is the 30th anniversary of the Employment Act of
1946. Tt was this act which established the Joint Economic Committee,
and indeed, established the President’s Council on Economic Advisers.
No one can take too much satisfaction in the state of the economy in
this 30th anniveisary year. As an aftermath of last year’s recession,
some 8 million persons are presently unemployed. This does not take
into account those with only part-time employment or those that have
dropped out of the labor market. ‘ o S

Simultaneously, we have been plagued with a most unsatisfactory
rate of price increases, even though in the last month the wholesale
price index did moderate somewhat, primarily due to the drop in farm
prices, 7 B '
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The most recent economic indicators cast doubt on whether the
economic recovery is continuing at all. Certainly it is not continuing
with the vigor that is necessary to bring unemployment down signifi-
«cantly. I might add that there ave differences of point of view on the
rate of economic recovery. The morning Los Angeles Times carries the
sstory, “Rise in U.S. output forecast, 6 to 7 percent economic gain, fewer
wnemployed seen,” which is the report of the Department of Commerce.

I might add that that report, along with others, will be very care-
Tully analyzed by the staff of this committee and other committees of
the Congress. There are those of us that want to believe, and hope that
those reports are true, but have some reason to be concerned.

Let me mention a few of the recent indicators. Industrial produc-
tion is up only a little in October, and scarcely at all in November.
Housing starts were down in November, business spending on new
plant and equipment expected to just barely keep pace with inflation in
1976 according to the most recent survey. Consumer sentiments are
still very cautious. The unemployment rate stuck at 8.3 to 8.4 percent
from July through November, and indeed, through December. The in-
flation rate stuck at roughly 7 percent during the same period. -

Now, signals such as these are causing economists to question whether
the brief period of economic recovery to which we experienced in the
second half of 1975, will continue, or whether it is not already begin-
ning to peter out or phase out.

Just about every day, one reads in the papers predictions by one
economist, or another that recovery is in trouble. Many of these experts
urge the Federal Government to do more to support recovery. I think
it is fair to say there is a regular controversy among economists just
what to do.

The purpose of these hearings, therefore, in different parts of the
country, is to obtain recommendations from people who are here, where
the people work and live, or where they are struggling for jobs. To get
information and suggestions on just what the Federal Government
should do, could do, ought to do, or might I add, ought not to do.

We are seeking advice both on what should be done immediately to
support recovery from last year’s recession, and what should be done
over a period of years to bring this country to the point at which we
can honestly say that the Employment Act objectives of maximum
employment, production and purchasing power have been achieved.

The Joint Economic Committee receives a good deal of advice
from Government officials, experts, economists, and that advice is
obviously helpful, and we are grateful for it. We also invite into
Washington, mayors, legislators, and Governors, businessmen, labor
leaders, community leaders, and they testify and they give us helpful
counsel.

However, a full understanding of the economic problems facing
this country and of our vast potential for solving these problems is
difficult to obtain by just staying in Washington.:_’By visiting several
different areas of the country, we are hopeful that we will enlarge our
understanding of the economy. We are coming face to face with the
desperation of the unemployed, the severe financial plight of local
governments, the universal dislike and concern over inflation, the
widespread dissatisfaction over the failure of the Government to bet-
ter manage this economy.
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We are also, I am happy to say, coming face to face iwith some
hopeful signs. The dedication of those who work in employment and
training programs, the success of self-help efforts initiated by commu-
nity organizations, the resilience and determination of individuals
and groups to overcome obstacles.

I might add that the members of this committee don’t all have the
same point of view. At times, we surely don’t even have the same
point ‘of view with staff. I tend to be slightly more optomistic. I
suppose that is one of my many failings, because I have such great
faith in the vitality of our country. L

The Western States, like the rest of the United States, have been
hard hit by inflation and recession. The 197071 cutbacks in the aero-
space employment hit the West, particularly here in California,
especially hard. The deeper recession of 1974 and 1975 has béen a
second shock hard on the heels of the first, and then environmental
questions and concern over the possible conflicts between environ-
mental preservation, economic growth and employment goals are
possibly more strongly felt here in the West than anywhere else in
the country. ' o

We will have a panel of witnesses discussing this question with us
this afternoon. Rapid population growth. Mr. Mayor, your climate
is a very inviting thing, I might say, particularly when one leaves the
upper midwest. Ethnic and racial diversity, the migration of workers
across national boundaries, and the orientation toward trade with
Asia create unique economic problems for Western States. These same
factors also create strength and vigor and the fascination which strikes
a visitor to the West so forcefully. :

I am confident from this one day of hearings in Los Angeles, we
will learn a great deal about what your economic problems really are
and what we can really do to help solve them, and hopefully, take
some of this information back to our colleagues in Washington.

Now, before I present the mayor, I want to ask my colleagues
here if they have any opening comments they would like to, make.
Congressman Rousselot. : S

Representative Rousseror. Mr. Chairman and my colleagues, Mayor
Bradley, we are very pleased to have you here, because we know that
you are a vigorous advocate of trying to find solutions to some of
these problems. I agree with the Senator, that.it is important to be
out where the people are instéad of always only having our hearings
in Washington, so I have been very pléased that our chairian, Sen-
ator Humphrey, has seen fit to come to our area. We have made some
steps toward solutions in some areas and we are trying in others,
so I am appreciative that it has to be out where it happens instead of
just in Washington. ' ‘

Chairman Humearey. Congressman Hamilton. :

Representative Hammuron. Mr. Chairman, I am comparing remarks
of your opening statement and Congressman Rousselot’s observations.
I am delighted to be here and we are especially honored to have the
mayor. I want to express my appreciation to the chairman of the
committee. I think he has been the driving force behind the concept
of these regional hearings, which has given us a broad new perspective
on our economic problems, I think the chairman has made a major
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contribution to our understanding of that point. I am pleased to have
a chance to participate with you.

Chairman Humprrey. Thank you. Congressman Hawkins.

Representative Hawxins. Senator, I am very pleased to be invited
to sit in with you. I know that the mayor will welcome you to the city,
but as a representative of the district in which the hearing is located,
let me welcome you to the 29th Congressional District which,
incidentally, has an unemployment rate of about 20 percent, so I am
very, very pleased to have the committee in this particular area and
in my congressional district.

Chairman HumpaREY. Congressman Hawkins, we want to thank
you, and we want to let your people know that you have been an
industrious worker in trying to find answers to our unemployment
problems. Congressman Rousselot has been a very presevering and
attentive member of this committee, giving it a great deal of his time.

Congressman Corman and Congressman Roybal, although unable
to attend the hearing, have provided the committee with a statement
which I would like to place into the record at this point.

[The statements of Representative Corman and Representative
Roybal follow:]

STATEMENT OF HoN. JAMES C. CORMAN, A U.S. REPRESENTATIVE IN CONGRESS FROM
THE 218T CONGRESSIONAL DISTRICT OF THE STATE oF CALIFORNIA

Mr. Chairman and Members of the Committee, I appreciate this opportunity
to testify before the Joint Economic Committee on the very serious problem of
unemployment in the Nation, particularly as it affects the Los Angeles area.

Unemployment in Los Angeles is even greater than it is in the country as
a whole. Nationwide, the unemployment rate is 7.8 percent yet in LA. the cur-
rent rate has spiraled to 11.5 percent. Over 142,000 workers are now drawing
unemployment insurance benefits; but even more people are unemployed. Count-
ing the economically disadvantaged, the underemployed, new entrants, and
those who have exhausted their benefits, there are approximately 400,000
unemployed individuals in Los Angeles City. The actual unemployment rate
is nearly 31 percent. In minority communities, such as East Los Angeles and
South Central Los Angeles, the unemployment rate is as high as 40 percent.

Although the current recession has only caused a mild decline in business,
it has had a great impact on employment. Employers, fearing continued
economic decline, are making do with two or three employees when previously
they employed four or five. Since September of last year, there has been a
freeze on hiring for public service employment jobs under the Comprehensive
Employment and Training Act. Although the freeze is well publicized, the City
Employment Office receives approximately 15 to 20 inquiries per day about
CETA job vacancies, yet no one can be hired. Although there are 5,500 CETA
jobs in LA, many more are desperately needed.

To solve the unemployment problem in Los Angeles, as well as throughout
the country, immediate and long-range measures must be taken. The unemploy-
ment compensation system must be expanded and updated, the public employ-
ment service must be strengthened, and job opportunities in the public and
private sector must be increased.

In 1975, the new Subcommittee on Unemployment Compensation, of the
Committee on Ways and Means, held extensive hearings on the UC system and
thoroughly examined all aspects of the program. Subcommittee action resulting
from these deliberations included extending the two temporary Federal Unem-
ployment Compensation programs (P.L. 94-45) and reporting a bill which
proposes long-overdue reforms of the permanent Federal-State UC system (H.R.
10210).

The hearings which ultimately led to H.R. 10210, provided information
demonstrating that the Unemployment Compensation system is a sound and
permanent element in our economic structure. For four decades it has provided
financial protection against temporary unemployment for most of the Nation's
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wage and salary workers. It is an important source of security for the em-
ployed and the major source of assistance for jobless workers. In the past
several months, the Federal-State Unemployment Compensation programs, sup-
plemented by the temporary Federal measures, have made it possible’ for
millions of individuals and families to sustain themselves during these recent
months of high unemployment. This temporary assistance has been a major
force in preventing current economic conditions from reaching the disastrous
proportions of the Great Depression of the 1930’s.

The Subcommittee also found that the Unemployment Compensation system
needs to be expanded, strengthened, and updated. H.R. 10210, the Subcom-
mittee bill, which was recently reported by the Ways and Means Committee,
makes significant steps in the direction .of necessary reform. The bill extends
coverage to most agricultural employees, some domestic workers, and all State
and local government employees. It also updates the financing mechanism in
order to restore the program’s fiscal self-sufficiency.

Even if the Unemployment Compensation system is strengthened, the real
problem—the shortage of jobs—still persists. As the number of UC exhaustees
increases, the Congress must look elsewhere to find a solution and must develop
a sound national employment policy.

The key to a successful national income maintenance policy is the generation
of more jobs that pay adequate wages. Most of the unemployed want to work
and there is much work that needs to be done. There is no greater national need
-than the generation of productive jobs. No doubt, this is going to require direct
and indirect federal government involvement—from indirect incentives to fed-
erally financed public service work. It will also probably require some changes
in our thinking about what is and what is not “productive” employment. In
termns of meeting social and personal needs, assisting a teacher or doctor is as
productive as assembling a toaster or an automobile. We may not need quite
as many automobiles or as many additional interstate freeways as we have’ in
the past, but there are a great number of unmet needs in our cities and rural
areas, including neglected public buildings, inadequate public transportation,
underdeveloped parklands, -and inadequate water and sewer facilities. These
and other needs can provide additional productive employment.

Measures must be taken now to stimulate public and private employment.
We must also strengthen the Public Employment Service. The primary responsi-
bility and objective of the Public Employment Service is to direct unemployed
workers to available jobs, or to match jobs and job seekers without charging
a fee. Unemployment compensation recipients have always been required to
‘register with the Public Employment Service in order to demonstrate avail-
ability for work.

Because of its responsibility in the early 1930’s for selecting jobless clients
for public works projects, the Employment Service established a reputation as a
“relief agency. With the start of unemployment insurance, and the shift in
.clientele to large numbers of applicants with substantial work experience, the
‘relief’ concept was largely dispelled. To many unemployment insurance claim-
ants, however, the Employment Service is regarded as the ‘Unemployment
Office.” ”

Tor a variety of reasons, the greatest proportion of claimants have not
obtained work through the offices. Some workers have their own job-finding
channels, such as their unions. Others are on short-term layoffs from their
regular employers and have scheduled return dates. Moreover, because not all
‘ employers use the Employment Service, the kind.and quantity of job listings

. with the offices do not always parallel those of industry’s recruitment needs.
.Some employers view the service.as a place only to recruit unskilled or entry-
level workers. Others fear that only repeat claimants would be referred. ‘Basi-
cally. neither employers nor job seekers have much confidence in the Public
Employment Service.

We must improve our ability to link unemployed workers and available jobs.
The Employment Service should.also-play an expanded role in developing and
providing the full range of employment assistance and manpower services.
Job creation programs and manpower services should be overhauled and the
scope and variety of such programs expanded. As soon as possible after a person
has applied for unemployment compensation, the claimant should be supplied
with appropriate job finding services. . :

The right kind of assistance will vary- from.individual to individual. A new
entrant or reentrant into the work force, or someone with insufficient work
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gxperience to qualify for UI, may need public service employment or job train-
ing plus income support. A person who has a long attachment to the work force
and is unemployed because the jobs for which he is qualified have left the area
might need relocation assistance along with his Ul benefits. so he can move
into a location where suitable work is available. The success of the employment
assistance services will depend upon sufficient administrative resources and
personnel, the range of available services, and, of course, the existence of jobs.
This system of employment assistance could provide the primary link between
UI and work.

The Public Employment Service should be linked to programs aimed at
creating new job opportunities in the publie and private sector. Presently, the
main public service employment law, the Comprehensive Employment and Train-
ing Act of 1973, provides approximately 530,000 jobs. Under this program,
Federal funds are allocated to local prime sponsors to fund training and
employment programs. “The Emergency Employment Project Amendments of
1976,” H.R. 11453, expands the CETA by creating an additional 280,000 public
service jobs. If this bill is enacted, it would bring the total number of CETA
jobs to about 600,000. .

Mr.. Chairman, in conclusion, I want to emphasize the point that income de-
rived from employment should be the basic source of economic security for all
Americans. The current shortage of jobs poses a threat to this principle. Its
preservation will require new, positive actions by the Federal Government.
Jobs that pay adequate wages and that are consistent with present needs and
resources must be generated. Improved and expanded income support programs
are needed for those who cannot work or do not earn enough through existing
employment opportunities to provide a decent standard of living for themselves
and their families. New programs must provide adequate income support in a
manner -that preserves the dignity of the individual and his or her incentive to
become self-supporting. Employment assistance services must also be improved
so they effectively bring jobs and job seekers together. Finally, unemployment
compensation must be available to all wage and salary earners and must provide
adequate benefits during periods of brief, involuntary unemployment.

.Thank-you. : : . -

STATEMENT oF HoN. EDWARD R. RovBaL, A U.S. REPRESENTATIVE IN CONGRESS
FroM THE 25TH CONGRESSIONAL DISTRICT OF THE STATE OF CALIFORNIA

Mr. Chairman, thirty years ago the Congress enacted the Employment Act of
1046, which directed the government of the United States to “* * * use all
practical means consistent with the needs and obligations and other - essential
considerations of national policy * * * to promote maximum employment, pro-
duction and purchasing power.” During the first 20 years of the Act’s history—
despité brief periods of high unemployment and/or inflation—the economy per-
formed reasonably well, particularly when compared to the performance of the
economy in recent years. However, when we consider the record.of the economy
over the past decade, it is quite apparent that economic policy for the most part
has fallen far short of the very reasonable and essential policy objectives of the
Employment Act. During the early years of the decade, the economy became
overstimulated, largely as a result of the inappropriate management of monetary
and fiscal policy. This condition soon generated high inflation, which continued
to persist despite rising unemployment and growing slack in the economy in 1970
and 1971. Economie policy in 1972 and 1973 attempted to restore the economy to
a growth track that would assure relatively full employment and relative price
stability. Yet as we well know, economic policy once again failed in its mission.
By early 1975, the economy fell into its deepest recession since the depression
years of the 1930’s. Consequently, unemployment rose above 8 percent by early
1975 and remains at this level today. In the meantime, inflation rose to double
digit levels in 1973 and 1974, and despite some improvement in 1975, remains
exceedingly high today. Moreover, we have witnessed bankruptices of numerous
major American firms, the near bankruptey of New York City, and near fiscal
chaos in other localities throughout our land. )

Mr. Cbairman, I could recite scores of other economie difficulties facing our
nation today. But I think I have said enough to make the point that both the
economy and national economic policy on the 80th anniversary of the Employ-
ment Act are in a sad state of affairs. Therefore, Mr. Chairman, I wish to take
this opportunity to thank you and the distinguished members of this Committee
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for taking time out from your very busy schedules to make an assessment of how
our national economic problems are affecting various key regions of our nation.
I understand that you have already held hearings in Chlcago New York City,
and Atlanta. Today you have come to hear our assessment.'I hope it will be a
fruitful experience.

Despite the sad state of economic affairs natlonallv, one need only to observe
the recent performance of two key economic indicators to conmclude that Cali-
fornia over the past year has suffered from greater economic difficulties than
most other parts of the nation. According to latest figures, the rate of unemploy-
ment in our State now stands at about 10 percent, which is considerably higher
than the national figure of 8 percent. This means that more than 910,000 Cali-
fornians are out of work, which accounts for more than 12 percent of 7.7 million
American workers-unemployed today. The unemployment rate for the Los Angeles
areas stands at 10.2 percent, which amounts to over 300,000 persons, or close to
40 percent of the total number of persons out of work statewide.

On top of this, Californians continue to suffer from the effects of severe infla-
tion. Despite a marked reduction in the inflation rate nationally over the past
year, Californians have experienced little relief. During 1975, the inflation rate
in California stood at about 9.3 percent, which was only a slight improvement
over the 11.3 percent rate of increase in consumer prices recorded during 1974.
In contrast, the rate of inflation nationally now stands at 7.3 percent for 1975,
which is down sharply from the 12 percent rate experienced in 1974.

Hence, we can readily conclude that California faces an extremely difficult
economic struggle in the period ahead. We cannot declare the battle won against
the twin evils of high -unemployment and high inflation until the rate of unem-
ployment falls to below 4 percent and the annual rate:of inflation is reduced to
a range of 2 to 3 percent. Obviously, we are far short of these targets today.

Mr. Chairman, I would like to make a general observation about the role of
economic policy in this election year. As I have noted, the American people have
experienced an extraordinary number of economic setbacks during the past
decade. The last two Administrations have badly mismanaged the economy. More-
over, they have not been at all impressed by the role of Congress in combating
our various economic ills. Thus, given this experience together with the impact
of certain political misdeeds, no public official should be surprised by the wide-
spread public disenchantment with the governmental process today. If weé wish
to .regain voter confidence, we as elected officials must resolve ourselves now to
pursue economic policies which will be the most.beneficial to the American people
and to the economy over the long trial.

For close to ten years, economic policy has been governed 'by trial and error.
The American people are weary of this approach. Moreover, I might add that
they are-not interested .in the academic debates over policy, particularly the de-
bates between monetarists and fiscalists. They want results. They want an end
to over 10 years of continuous high inflation. They want to see the economy
moving again along a realistic growth track, with clear sxgns that unemployment
can and will be reduced to more acceptable levels.

Mr. Chairman, we already have the mandate from the voters in this bicenten-
nial . year. Since the current Administration appears unable to formulate an
economic policy to meet these needs, the Congress must seize the initiative and
fill this void. It is my hope that your regional hearings, together with the forth-
coming national conference on the economy, ' will provide the guidance to
formulate a sensible and realistic economic policy for the coming year. It is pain-
fully clear that in this 30th year of the Employment Act, we need constructive
action now “to promote maximum employment, production and purchasing
power.” Thank you very much, Mr, Chairman.

Chairman Humpurey. Mayor Bradley, I am not going to take any
more time, except to say we are delighted that you are taking the
time from your busy day to pay us a visit and to'share with us your
observations. We are, speaking for myself, I have been somewhat over- .
whelmed by the hospitality of your people, and I have had a great
2 days here. I was here Saturday and Sunday, out to the Umversmy
of California at Irvine, tonight at the University of Southern Cali-
fornia, and may I tell you, it has been an exciting experience. You
know the problems of this area better than I do. I have a limited state-

L. .
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ment as to some of the difficulties that this part of America faces as
it was reported to us; but I want to hear from you, not only about the
problems, but when I look at you, I begin to sense that you undoubt-
edly have some answers, and I shall ask our secretary to see that the
full prepared statement of the distiguished mayor is placed in the
record, and we thank you for coming. Please proceed, your honor.

STATEMENT OF HON. TOM BRADLEY, MAYOR, CITY OF LOS ANGELES,
LOS ANGELES, CALIF.

Mayor BrapLey. Thank you very much, Mr. Chairman, I am de-
lighted on behalf of the Los Angeles community to welcome the Joint
Economic Committee to this city. Senator, I know that you wouldn’t
understand this kind of weather back in Minnesota, or in Washing-
ton, D.C., so Congressmen Rousselot and Hawkins got together with
Kenny Hahn and they contrived to bring you just a taste of south-
ern California. :

Chairman Huarurey: Well, according to Kenny Hahn, they had
nothing to do with it. It was all his.

Mayor Braprey. I was about to tell you, if they couldn’t produce
it, T will. T think that we are also indebted to Bill McCann, who is
the director of the Museum of Science and Industry, for serving as
our host for this occasion, and these facilities are made available to
us because of his generosity, and we appreciate it.

Chairman Huaparey. We want to express our thanks, and it will
be done in a more formal way. : :

Mayor Brapriy. I think it is an excellent idea that the Joint Eco-
nomic Committee has chosen to move to different parts of the coun-
try, sort of bring the hearings to the people and to the places where
the problems exist. I know that there are times when those of us who
work in Government sometimes tend to get a distorted view of things
because of our isolation brought about by the fact that we work in
a given place or under different circumstances, and I can tell you
that coming to Los Angeles, hearing directly from the people here
will give you and the members of this committee an insight that I
think will be invaluable.

I know that you had three regional hearings prior to this one, and
1. don’t know that you are going to get any different information.
Perhaps a different perspective, a difference in the quality of the in-
tensity of the problem, but I daresay that I think you are going to
hear reinforcement of the things you have been hearing in other parts
of the country.

Of all of the problems that we have been faced with in the last
conple of years, the downturn in the economy, the upturn in unem-
ployment, double-digit inflation, of all of these, I would say that
unemployment is perhaps the most devestating of all. We have ex-
perienced it here in the Los Angeles community, and there has been
a steady increase in our unemployment rate since 1968, and we in the
city of Los Angeles are now at a point of 11.5 percent unemployment
rate. That is a serious matter, as far as we are concerned.

Even those figures, as staggering as they are, don’t really tell the
whole story. Congressman Gus Hawkins just indicated to you that in
his district along, 29th Congressional District, the unemployment rate
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is 20 percent. You could pick parts of that district, or:parts of the
rest of this community and you might find that among a: certain. cate-,
gory, the youth in particular, minorities, blacks and Mexican-Amer-

icans who are 16 to 25 years old, the rate as high as 40 percent, and it is -
not just this year. That is a long-term kind of experience, and that is.

what is of so much concerntoall of us. - .- - :
Beyond the figures which we have given to you, if you look at the
picture which is not painted very clearly by these kinds of statistics,
you find that the underemployment is a serious factor. It is one that
3s not often weighed. If vou take into account those who are no longer
drawing unemployment, and therefore are oft the rolls and are not
even counted in this 11.5 percent, you can see how serious this matter is.
There have becn estimates that we have got 400,000 people in this

community alone who fall into one of these categories that I have.

just mentioned. So, unemployment has to be among the most serious
problems that this Nation is faced with.

I know that you have heard tales of woe in different parts of the
country. I was particularly struck by a statement made by Annie
Pearl Smith in Atlanta, a woman who said that she had lost her job
at the GM plant, was on welfare. She didn’t want to be on welfare,
she didn’t want her children to be on welfare. She wanted them to
know that you have to work for what you wanted.in life, and yet
here she was, having lost her job, lost her home, lost her car, and
the following week she said her son, the eldest son, was going to lose’
his job. Now that is a sad and pitiful tale of woe, but I can tell you,
Senator and members of this committee, that is a tale which you could
hear in any part of this country. It is a tale which you could hear
over and over again right here in this community. - ‘

Let me give you another example of the seriousness of the prob-
lem. Just this morning the city of Los Angeles announced a position,
one vacancy for elevator maintenance mechanic, and somewhere be-
tween 300 and 400 people showed up for that job. Some came as earlfr
as 4 o’clock this morning. One job paying $864 a month, and the crush:
of these people seeking to be first in line, just to line up to get that
job, because only the first 100 were going to be accepted for appli-
cations, not a job, just an application, and the crush of this number

of people wanting to get in caused the crowd to break the doors and.

one person was injured. - : _ .

Back in December of 1974, when we were hiring under the CETA
program and made the announcément, even though a maximum of
7,500 jobs were available over 20,000 people came and applied for them
within a matter of days. That is the nature of the problem here in this
community. ' ' s A o

You know, this country has talked about full-employment for a
long time, I guess for 30 years we have been talking about this concept,
and here we are in 1976, and the unemployment problem is the most
serious it-has been since the mid-thirties. I am pleased to say that
you, having introduced into thé-Senate; S. 50, and’ Representative
Hawkins-having introduced on the House side, the similar legislation
for full emiployment, recogiiize this problem. I:think that if your col-

leagues in the Congress réally’ indeistand’ this-problem,. they - will:

recognize that the time for talking is over. The time for action is here,
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and it is my hope that your colleagues are going to join with you in
Jpassing the Full Employment Act o£1975. -

I believe as'you do, that full employment is not just a matter of
social justice. It makes good economic sense, and we of this country are
going to have to face up to it. We are not producing a bigger budget
deficit when we provide jobs for people. In fact, we are providing
the kind of services that this country needs. We are providing the
opportunity for people to work and earn a living and to be able to add
to the taxes that are now being paid..

This is the side of the picture that I think is not well told. It is my
hope that this committee is going to get across that message. .

We have a couple -of problems that I want to refer to-in particular.
You know, under the CETA program, we were told by the Department
of Labor in late 1974, hire up, put your people on board. As a matter of
fact, they asked wus to hire the maximum number of people instead of
doing it over a 12-month period, they wanted us to hire them. up so
that all the. money would be used in a 6-month period, with the promise
that more.was to.come.. - : : . : B

‘Let-me:tell you that more has not come. We now are faced with
the fact that 25 percent of the prime sponsors in this country, 114 of
them, are: going to have their money run out.by June of this year.
Some will have their money run outin-January.: o

The city of Los Angeles is faced with the prospect that 6,500 people
hired -under this- program will have its money run out by.-April of
this year unless interim funding is ‘provided, .so. it is important that
we provide an extension of.the CETA program, but it is vital that we
get 1t early enough that we avoid the devastation of the layoffs that
will come in the early part of this year. I hope that we can get some
action on that and get it quickly. : : :

Chairman HuumrerEY.. What was the figure that you said, 25
percent ? e 2

Mayor Brabrey. Twenty-five percent of all the prime sponsors in
the country; 114 of them. They are faced with a shutdown of their
programs because their money has run out, and they were acting in
good faith, at the direction of the Department of Labor. We. could
have spread out our program, we could have hired less people. We
could have spread it out for the entire year, but no, we followed their
guidelines, we followed their directions, and we hired up, as I told
you, the 24,000 who came to our city, we hired them as fast as we could,
we used up the money and now we have run out of the money which
had been promised, and we warned them that we were going to be
faced with this kind of a gamble.

We warned them then that we might not have the money, because
we didn’t see it assured to us by the administration or the Congress.
Surely that is exactly what has happened.

Let me deal with a couple of other matters. The local Public Works
System bill will provide an opportunity for the cities around this
country to build the kind of lasting investments, and more than that,
provide the resources for jobs and for services that all of us need. It is
a matter that we have been pushing for a long time, and it is my hope
that it is going to be passed and signed into law.
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The last of the items that I want to request of you is an action on
the extension of revenue sharing. I hate to think what will-happen in
this city where we get over $40 million a year which is a substantial
part of our budget etfort, if revenue sharing is not extended, if we don’t
iiave the capability to continue these programs, not just make-work,
not just leai-raking, not just a giveaway, but essential kinds of services
that people need.and ought to have. 1t is our hope that we are not
going to be faced with the prospect of dangling on the line not know-
g whether we are going to get that money or not. That is the reason
we asked for early action on the extension,and these are the kinds of
pleas ‘that I make to you. They are immediate actions that-could
help us greatly in the unemployment problem that we are faced with
here. i S
My prepared statement will mention a couple of other things, but
1 will not prolong my testimony by getting into them at this time, but
your staff' will be able to examine that document and see what other
suggestions have been made. i ' S

_'Thank you very much for the opportunity to appear: REEERE

[The prepared statement of Mayor Bradiey follows:] = ~- - 7

PREPARED STATEMENT '0F HoN. ToM BRaDLEY '

Mr. Chairman; and: members of the Joint Committee. On behalf.of-thé people
of Los Angeles let me welcome you to Los Angeles for this important hearing. It
is always encouraging to me to see a Committee of the Congress take itg .pro-
ceedings out of Washington and into the community. The people of the eountry
and their local representatives have. much to contribute to the deliberations-of
the Congress, particularly on the pocketbook issues you will be dealing with today.
I hope this session will be both informative and:productive.:" = ~ '~ -

‘As we enter .this bicentennial year, we are:faced'with many challénges. Nohe
is greater than rebuilding our nation’s’ economi¢ strength;.The key to that eco-
nomic strength is.a job for .those willing and able to work, We don’t -have that
today. That.is why unemployment is the most.serious economic problem facing
Los Angeles and the rest of this country. Since. 1968 unemploymernt has spiraled
upward to reach a current unemployment rate of 11.5 percent in Los Angéles
City. Over 142,000 workers are now draining unemployment insurance bénéfits;
but this is not a. true and accurate picture: If we add to these totals those who
have exhausted their benefits, the economically disadvantaged who have long
been out of the labor market, and the underemployed, we may be realistically
dealing with a total of close to 400,000 individuals. That would' béost our 11.5
percent unemployment rate to approximately 31 percént. The need for jobs is
immediate and enormous and so are the goods and services that theseé 400,000
peop}e could produce. to provide transportation, housing, educdtion, and health
services. . S ) ’

- Not since the Depression of the 1930’s has the neéd for a commitment to put-
ting Americans back to work been stronger. o

. We in Los Angeles are trying to do our part to rebuild the economy and create
jobs. City policies are aimed at tight fisted controls over our budget and individual
City expenditures. We are strengthening our governmental and private sector
relationship by creating an Office of Economic Development and an Office of
Small B}]siness Assistance. While government cannot solve the employment prob-
lerq py itself, it can be a catalyst. But to deal with the problem significantly,
pos1t1ve'and massive action must come from Washington. Unfortunately, instead
of meeting the unemployment crisis, the Los Angeles economy has suffered an
almost constant stream of disruptive economic decisions out of Washington. The
fgderal government, rather than easing the adjustments to new economic real-
ities, has attacked a symptom of the economic crisis—inflation—with a set of
pxpnetary and fiscal policies which Has forced the poor and middle income fam-
ilies to bear an excruciating and unfair burden. The set of policies which has
been fo}loweq over the last seven years has given Los Angeles the worst of all
economic situations—double digit inflation and double digit unemployment,
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There is something wrong when pleas for emergency aid to cities do not brlng
responses. There is something wrong when our vital requests are answered ?)_\
White House vetoes. And there is something wrong when our voices do not pro-
duce a Congressional consensus to override those vetoes. .

The Federal government seems to understand inflation only when it comes to

fense budget. .
th%gi where is‘5 the same understanding when it comes to the need to .pr0v1de
services to Americans in our cities? Where is there a sense of undgrsta_ndmg that
the security of the people of Boston, Birmingham and San Francisco is not only
determined by the magnitude of our missile and submarine power, but by _the
strength of our police and fire forces, by the quality of our schools and medical
care, and by the adequacy of housing and employment ?-

If the federal government can keep pace with inflation for the Defense‘l')e-
partment, then it can keep pace with inflation for people who populate the cities
of Ameriea. ’ ‘ ’

If the federal government can maintain the U.S. commitment to foreign de-
fense budgets, then it can maintain a national commitment to social progress in
our cities.

If the federal government can listen to the please of foreign heads of state and
to our own generals and admirals, then it can listen to the pleas of its mayors’
and citizens. :

Uncertainty of direction in federal policies—policies governing the economy,
energy-and spending, to name a few—has meant that Los Angeles and other cities
are-being asked to do more and more. But the simple truth is that we’ve been
asked to attack the problem without enough strategic support, and casualties
have been enormous. ’

It is time to build a new structure of economic strength to serve as a domestic
policy framework for the cities of this country. It should be a policy strong
enough to overcome today’s problems, but flexible enough to meet tomorrow’s
challenges. .

- .Let me outline some basic short-term employment actions which I strongly
urge: .

" First, we need a firm commitment to full employment. Mr. Chairman, I concur
with the statement you made when you introduced S. 50, “The Equal Oppor-
tunity and Full Employment Act of 1975 :

“Social justice demands, and economic necessity requires that every American

who is willing and able be provided with a job. Failure to provide ‘jobs for all’
has not only had a tragic social cost on the unfortunate victims of unemploy-
ment, but it has also cost our nation trillions of dollars in income, goods, and
services.
- We must reach out to more who want to work, and offer them opportunities
for meaningful jobs at decent wages. I believe enactment of S. 50 and H.R, 50,
introduced by Congressman Hawkins, can be an important catalyst to providing
these opportunities.

Second, providing funds for continuation of public service employment. This
job creation concept has been operating successfully on a limited basis since the
enactment of the Emergency Employment Act’s Public Employment Program
Titles IT and VI of the Comprehensive Employment and Training Act. In Los
Angeles, the CETA/PSE legislation has created 6,500 jobs, which has allowed
the City to provide vital goods and services to the community which would not
have been available otherwise. Not only have more and improved services been

i put to work, but the newly created jobs have
supplied a necessary missing link to the manpower trainees temporarily placed
in “holding status” due to an absolute lack of job opportunities.

It is important that the Congress make every effort to extend the public serv-
ice jobs program. In doing so, I would urge the Congress to respond to these
four points: (1) early action—fully 25 percent of all prime sponsors (some 114)
will have exhausted their funds by June 1976; (2) the current program level
must at least be sustained; ( 3) maintenance of the integrity of prime sponsors ;
(4) no earmarking of funds for particular categories of municipal employees.

Although Public Service Employment- (PSE) has proven to be a highly suc-
cessful mechanism for creating meaningful jobs and improved bublic services

in the public as well as private sector, it appears to me that the Administration
xpansion of the program under Titles II

and Congress are losing interest in e
and VI of CETA.
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Clearly, however, the hiring of 6,500 PSE workers by the City can have only
a small impact'in a City where almost 150,000 people are officially unemployed,
with the unofficial figure far higher. During the Depression, with 9,000,000 people
unemployed in the country, about 3,000,000 people were hired into public works
jobs. Today, with about the same number unemployed (9,000,000), only 310,000
public service employment jobs have been created. It would take a program
almost ten times the level of the current one to have as significant an effect as
the job programs of the Depression. . 3

Clearly, maintaining a governmental commitment to providing public employ-
ment to the employable is in the national interest. As your Committee’s Decem-
ber 22, 1975 report stated: ‘“Further extension of unemployment compensation
and broadening of coverage would ease the income plight of the unemployed, but
it would achieve little else. Provision of temporary public job opportunities
would not only provide the unemployed with somewhat more adequate incomes,
but would provide for the maintenance and enhancement of job skills and would
result in the production of otherwise unavailable public goods and services.”
And these unavailable goods and services are essential. : )

Third, enactment of legislation to accelerate the funding of public works
projects. The nation has a continuous need for publie capital improvements.
It seems only sensible to concentrate on public works in such times and, espe-
cially, to undertake more such projects when, as at present, unemployment in
the construction industry is high. Not only do public works projects stimulate
employment in the construction industry, but they can also trigger widespread
increases in demand for the produects of construction supply industries.

Early action by the House on the Conference report on the $6 billion “Loecal
Public Works Capital Development and Investment Act of 1975” (H.R. 5247)
should be high on the agenda of the Congress. I strongly urge the President to
sign H.R. 5247, and move swiftly on releasing the funds authorized by the bill.

It is-important to note that the Congressional Budget Office has projected
that a program similar to Title II of the legislation could create as many as
77,000 jobs per $1 billion initially, and as many as 97,000 jobs after twelve
months,

A recent survey by the National Council for Urban Development of eight
major cities identified forty-six projects, costing a total of $190 million, that
could be initiated within ninety days. Nearly half the projects could be com-
pleted within a year, while only 6.5 percent would take two years or longer.

While such accelerated public works can be one solution to the nation’s eco-
nomic slump, they should not come at the expense of our environmental goals.
It is my firm conviction that the requirements of the National Environmental
Policy Act (NEPA) do not have to be relaxed in order to support economic
development.

In faet, according to studies by the Council of Environmental Quality and
the Environmental Protection Agency, a great number of jobs could be created
meeting our national environmental goals. '

Additionally, I would urge that high priority be given to public works which
would assist us in meeting our national energy objectives: reducing energy
demand and consuming scarce resources. For example, the Solar Heating and
Cooling Demonstration Act of 1974, which provides for the construction of 1,000
solar equipped home and office buildings, could be integrated with such an effort.

Fourth, the granting of antirecession assistance to state and local govern-
ments. Today, while the costs to state and local governments continue to rise,
the deepening‘ recession is adding new burdens to already over-strained budgets.
The general economic slowdown is beginning to take a toll on revenues which
are not rising as rapidly as anticipated. Rising unemployment places new
demands on social services, while the demand for basic local services—such as
police and fire protection—is not diminished.

_Again, early enactment of H.R. 5247, which provides a five-quarter $1.563
billion counter-cyclical grant program, should be a high priority of the Congress
and Administration. . . : .

Recently, the Natiorial League of Cities conducted a survey on this situation.
Of the 67 cities surveyed, 42 responded that either tax increases or service cut-
backs will be necessary to survive their fiscal squeeze. Thirty-six responded that
they were being forced to defer or cancel planned capital improvements. All 43

reported that they anticipate revenues to fall short of original estimates because
of the depressed economy. . :

79-189—77—2
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With state-and -local spending accounting for 15 percent of the G.N.P., slower
growth in this $230 billion sector could lead to slower growth in the economy
as a whole. Instead of the 5 to 6 percent yearly increase in such spending, some
analysts expect real growth for 1976 and probably for the rest of the decade
to be closer to 2 or 3 percent a year.

. In their study of employment stlmulatxon the Congressxonal Budget Office
noted that antirecession aid is likely to take effect quickly, since the aid is for
general purposes and requires no new regulation or administrative structure.

I believe these four near term steps could provide a meaningful stimulus to
get the country going again, and put America back to work.

There are other actions, as well, which we must begin to consider. .

We need to use our financial l\now how to promote  more efficient use of
existing- manpower and material. A good place to start would be in the trans-
portation .sector. For example; we could offer loans to manufacturers for the
production of more buses and rail vehicles, encouragxng new companies to enter
the marketplace.

A recent study for the Office of Technology Assessment of the Congress con~
cluded that investment in public transit results in about 80 man-years of
employment per million dollars invested. The arguments for developing sound
mass transit programs using American made systems are powerful—more- jobs,
energy savings, clean-running, a boost to the economy and a viable urban trans-
portation alternative.

_ Beyond these immediate actions, let me suggest two additional areas. to Whlch
I would urge attentxon be du‘ected as longer-term solutions to our employment
problem. .

First: For a. number of years now I’ have been 1nterested in strengthening
local economies: so that.they might withstand the trauma of change. My interest
was kindled .and kept ablaze becausge . Southern California—particularly .its
aerospace, defense and auto industry- is especially ;susceptible to cyclical and
structural recessions, In response to this, I proposed a few years:.ago - the devel-
opment of a Joint Econemic Rev1tahzat10n and: Productivity Board.-

This federally appointed local board would direct innovative pllot studies
and recommend ways of revitalizing, divertifying and redirecting the economy
to eare for basic community needs. With a:board comprised: of local representa-
tives of industry, labor, finance, and the publie, people with firsthand-knowledge
and daily involvement would -help put together programs which have practlcal
application.

The potentlal of this kind of mechamsm is. boundless Areas like Los Angeles
or Detroit, which are dependent on. recesswn -sensitive 1ndustry, are ideally
suited to serve as prototypes for this kind of economic conversion. Investments
in such areas would be minimal because of their high concentrations of facilities
and skilled workers. Local reconversion efforts, focused on invigorating sluggish
economies, are long overdue.

‘When this concept was first proposed, both the Departments of Labor and
Commerce expressed support, but rapid shifts of. personnel in Washington
stymied final action. I trust its fate will be more positive this time. Though I
wish the situation were different, there is no better time than now to formulate
this kind of progressive action, with unemployment high and the economy strung
out by inflation.

Second we need a commitment to a new “national economic policy formation
program’”. Our governmental institutions, charged with economic policy, are
outdated and simplistie in a world of growing complexity. In addition, there is
no institutional mechanism or framework within the government for the sys-
tematic development of long-term economic policy. Enactment of “The Balanced
Growth and Economic Planning Act of 1975”7, authored by you, and your col-
leagues, Mr. Chairman, would be a positive and constructive step in this
direction.

I would urge that such a program contain three major components:

First, a long-range orientation. We need to set long-range goals in order to
resolve conflicts and establish priorities. The policymaking process presumably is
inadequate in dealing with such conflicts and, as a result, choices are made by
default or dominated by special interest groups. Choices on major issues, like
unemployment, inflation, the environment, and many others, should be made
more carefully in an open national debate.

Second, adequate information on which to base major decisions. There should
be improved and coordinated gathering of information to identify important
relationships—for example, projections for retail consumption should be com-
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pared with raw material supphes and production. capaclty before we can really
know what conditions are in a given industry.

Third, and maybe most important, the coordination between dlfferent branches
and levels of government involved in economic policy and the economy . is our
economic policy is not consistent or rational in its overall effect on the economy
because each area is dealt with separately. Our economy, we must remember, is
an integrated, interdeperident whole. As long as policy is undertaken in @ way
that really does not take these features of the economy- into. account, it is
destined to bhave unsatisfactory results. Economic policy should be made with
a clear understanding of what the overall intention of pohcy is to be, of the
interrelationship between the different aspects of economic- policy—both foreign
and domestic—and of all the advantages and dlsadvantages assocmted with
alternative policy action.

In conclusion, Mr. Chairman, let me add that it is time for the country to
work toward implementing an urban recovery program; a Marshall. Plan for
the cities. Just as billions of dollars in post-war economic aid for, Europe were
spent in the two decades following World War II, thé sdme sort of investment
should now be made -at home. The. goal of such an ambitious program-should
be to recapture the attractive, healthy lifestyle which made- this country. thrlve
To this-end, urban recovery should become a hlgh national priority, .

We must act and act swiftly and effectively in this recovery, if riot’ ‘out of
humane motives, then out of real concern for the very surv1va1 of our mstltu-
txons in the cities.

- As a nation, we have to develop the capacity to mana"e our c1t1es so that we
don’t forfeit the tremendous investments of: tlme, money. and energy in our great
metropolitan areas. Restoring them, of .course, is not.a simple propos1t10n
Years of neglect, waste'and inaction cannot be swept away overnight: Wlnle it
won’t- be easy, it is not an impossible dream.. But' we must begin now.: :

Chairan Humperey. Thank you very much, Mr. Mayor.‘-I am ]ust
going to ask a'couple of questions, because I know _your tlme Is hmlted
and we don’t want'to hold you toolong. -

Revenue sharing, you mentioned the urgency of ‘its "éxtension. ‘T
think that I can say that there is a feeling In Congress than’this will
be extended, but it needs tobe extended on a timely basis. What is the
amount that the city of Los Angeles would receive under revenue ‘shar-
ing under the present formula ¢ .

Mayor Brabrey. .Slightly over $40 million.

Chairman HumpHREY. Any failure to-get that would have a very
serious efféct upon your municipal services, would it not?

Mayor Braprey. It would. It would have a devastatlng effect upon
it when you consider that quantity of money that is a part of our whole
budget approach to solving our problems.

Chairman Humprrey. Under CETA, did I understand you to say,
you would have 6,500 jobs ?

Mayor Braprey. Yes. We are the prime sponsor, and, though the
city has a goodly portion of those jobs, many of them—most of them,
in fact—are given out to the other pubhc agencies and some private
organizations.

6 Igggrma,n Humerrey. Yes, but, as the prime sponsor, your amount
is

Mayor Braprey. That is what we have. '

Chairman HompHaREY. As I understand from the staff here—what
is the budget authorization on CETA ¢ I mean, what did we provide
for in the current resolution ¢ Does anybody know here? Do you know,
Mr. Kaufman?

Mr. Kavrman, I don’t have that figure, Senator.
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Representative Rousseror. There are two allocations. There is one
for both the city and the county. ' , -

- Chairman Humprrey. But I am speaking in terms of the total na-
tional authorization. I think we had—— :

Mr. Kavrman. I believe it is about $2 billion, Senator.

Chairman HumparEY. About $2 billion. What is that—how many
in number of jobs is that? About 800,000 jobs is what I am getting at
which, for the Nation with an unemployment rate of 8,000,000 people,
that is hardly a significant contribution, and, yet, to lose that would
be a major disaster. o

We do have legislation in the local public works assistance bill. I
believe that is—is that in conference, John? I believe that is in con-
ference, and, therefore, will most likely be promptly passed when we
get back. That is an authorization bill, however, and there still has to
be the appropriation made.

I think what you are trying to tell us, Mr. Mayor, is. “Hurry up.”
Isn’t that right.

Mayor BrabrLEy. Exactly.

Chairman Humparey. The Congress works on the basis of molasses
in the Arctic circle at times. We have to go through these tedious
processes of, first, the authorization which 1s the expression of hope,
and then eomes the appropriation which is the fulfillment of reality.
Sometimes the reality 1s less than the hope. We will try to take your
message back, and I hope it will be noted, because it is so terribly im-
portant that these things come in a timely manner, because to have
to lay off and start up again is an incredible waste of time and
resources, :

I am going to turn over now to Congressman Rousselot, and I will
come back to you.

Representative Rousseror. Mayor Bradley, could you comment a
little bit on the CETA programs that we have had here, because they
are really directed, as you say, at not just finding jobs or training for
jobs in the public sector, but also the private sector. Could you com-
ment on some of the more favorable programs that you have had here
in this area ? :

Mayor BrabLey. I would say, Congressman Rousselot, that we have
had an excellent program in the CETA in this community, and the
jobs range all the way from clerical to recreation workers to commu-
nity service representatives. You take a whole range of employment
in this community, and you will find people working in CETA in these
categories, all designed to assist in providing public services that are
needed, and that people deserve to have and ought to have. -

Representative Rousseror. In many cases, the Federal Government,
the State government, and the local governments try to cooperate in
funneling in potential job openings. : .

The thing that impressed me about the program in this area is manv
times they dig.-up kind of hidden jobs that aren’t advertised or aren’t
known about, and that is.an aspect of it that sometimes we don’t hear
about. The program personnel try to get people to rethink and get out
of a rut that they are only competent to serve in-one area of employ-
n;lent and, therefore, it kind of expands their capability in getting at
the jobs.
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‘Mayor Braptey. The importance of the training program under
CETA is that some people who may have had skills in one category
or the jobs are being phased out or there are no opportunities,
have been retrained for new jobs, new opportunities that can insure
their employment on a long term basis.

Representative Rousseror. As disastrous as the phaseout of the
aerospace industry was in many respects, we learned from that expe-
rience. Many of those people who had been maybe 15 or 20 years into
a given kind of profession had a capability of moving into other sec-
tors of employment and really bringing a skill and a capability, with
maybe a little retraining, that they hadn’t even thought about.

Mayor BrabLey. Exactly.

Representative Rousseror. That was a helpful thing, even though
that was a very agonizing experience. We learned from it that you
get people to rethink new areas.

I remember so well a physicist who came to a meeting that T had in
my own district complaining how he was going to have to give up his
airplane, and so forth, but that he is now placed in a private sector
job, as well as an hourly worker who had never thought of himself
capable of, say, selling motorcycles or cars or being in other kinds of
employment. ' . N ' ' - o

One contribution CETA. has made, even though we have had a few
problems with it here, is that they have tried to get people to rethink
moving to other areas of employment, and that has been helpful. I
know that you have been active in trying to do this. S

Mayor Brabrey. The capacity for ingenuity for relearning is enor-
mous, and we discovered that. It certainly has been true in the CETA
program, ' '

Representative Rousseror. Part of the encouragement they got from
the CETA program was that there was somebody there to counsel
with them, and kind of open their mind up to other areas that they
could go into. That certainly was money well spent.

Chairman Humpurey. Congressman Hamilton.

Representative. Hasivrox. Thank you, Mr. Chairman.

Mayor, I was quite impressed with your observation and your state-
ment about the number of people who are actually looking for jobs

. 1n this community. It comes to something like 400,000, I think, in your
prepared statement. ' v

Mayor Braprey. That is right.

Representative Hanirrox. One of the really strange phenomena in
1975 was the fact that, even though you had this very high unemploy-
ment rate and, as you suggest, underemployment rate, we did not have
a lot to disorder in the country, or violence. I would like. your observa-
tion as to why that was the case, and how-long you think we can go
with these kinds of unemployment rates without rending the fabric
of our communities. : :

"~ Mayor Braorey. That is a difficult question to answer, because one
can only speculate.

Representative Haarrmron, Yes.

Mayor Braprey. Let me tell you that one of the reasons I think that
you have not had that kind of reaction is that there is such.a depth of
despair, such a sense of hopelessness, that the idea of reacting in a
violent fashion to get attention simply has not occurred. I think that
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the fact that we care, that we are trying to do something about it,
" even though it is a minimal effort by the Federal Government, for
example, when you provide 300,000 jobs when you have 8 or 9 million
people unemployed, but even the fact that we are willing to do some-
thing while we wait for the private sector to sort of catch on once
again is at least some hope for some people. -

"I think that what people need is a sense of hope. If you have hope,
then you are not inclined to destroy. You are not inclined to despair so
much that you engage in violence. I think that is the best answer.

Representative Harmrox. Can you tell us some of the problems a
city faces as the result of this high unemployment, special problems?
‘What happens to your crime rate? What happens to your health
programs? What are the special burdens put upon the city of Los
Angeles by reason of this unemployment situation ?

M‘Lyor Braprey. I can tell you from observations that have been
made, not just in this city, but in other parts of the country, that
there is a’direct relationship between the crime rate Whlch goes up
when you have an increase in unemployment. :

You have the other social dislocations, whether'it is in health or
psychological stability. All of these are directly related to the em-
ployment rate. I think you will find study after study that w111 rein-
force this kind of statement.

Representative Hanron. One of the things that this committee
has recommended in the past has been the creation of emergency
large scale public works projects to give temporary work to people
Who are out of work. I would just like you to comment briefly, if you
would, on the city’s capacity to administer that. :

If we were to enact such a program in the Congress, and, as you
know, we are considering it, and you have recommended it in your
statement, you always run into the problem of can you get it into gear
quickly enouvh? Can the city of Los Angeles get it into gear quickly
enough so that we actually do some rrood We put people to work
%mck]v, and do some good, also, so ffu as the pro]ects are concerned.

an you comment on that?

Mayor Braprey. There is no question about the fact-that this com-
munity could do that. We have postponed the construction of the
capital improvement projects this year, because we simply didn’t have
the money. As we developed our budget over $880 million last year,
we had to cut out in order to avoid a deficit.

The postponement of these kinds of capital pro;ects, all the way
from street resurfacing to the construction of vital buildings—we
could have used the money had such a public works assistance program
been in effect this year.

I tell you, we can use it next year. So, as soon as you can get it,
we will be ready to go.

Representative Harron. Your statement was very helpful, Mr.
Mayor, and I appreciated it. Thank you, Mr. Chairman.

Chairman Humparey. Congressman Hawkins,

Representative Hawrixs. Just one question, Mr. Chairman,

Mr. Mayor, you have indicated the situation with respect to CETA
and the possibility that, unless funds are forthcoming by April,
you will be unable to continue the program. Let me try to ] project that
in a larger manner.
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It is pretty well known that there will be a continuation of the very
policies that we are now suffering from. That is, the President has
already announced his plan to continue unemp]oyment at a very high
level. That is, around 7.5. The Department of Commerce, in a vexy
optimistic way, says that that will be continued throughout 1976.

The President has already announced, as a matter of pubhc policy, a
rather reckless cutback. That is, a pelcentaue cutback-across the board
in all of the programs, programs that would include CETA. as well
as the other federally assisted programs across the board.

In terms of what is going to happen, not because it is speculation,
but because this is the President’s way of fighting inflation, by creating
unemployment and by a cutback—a so- “called cutback in Federal
spending, what will be the impact on a city such as Los Angeles if
these policies are continued throughout 1976 and into the future at the
current rate? Will you be able, as a city, to absorb these programs to
continue your revenues at the current level to hold your- deficits down
if these policies are actually continued ¢

Mayor Braprey. This city is already strapped financially. I indicated
to you that we had to postpone the capital programs in some cate-
gories. We had to delay the replacement of vital equipment. We even
were forced to the posmon of considering leasing equipment at enor-
mous cost instead of having to buy it, because we simply didn’t have
the ready cash to do it.

We. are already strapping. our taxpayels 1 would say that we have
used about every category of tax that we could think of, and it has
already reached a stage where we s1mply feel the taxpa} ers cannot
afford any additional burden, property taxes; business license.taxes or
some of the other nibbling taxes that are enacted here. .

So, to go to them to ask for additional funds just to. continue the
current level of programs, some of which have been funded by the
Federal Government, would, I think, be an imposition on our people,
asklng them to pay.in ways- that we,. call regressive taxes, and T tth
this is something that ought to be. recoo'mzed

So, the services that we are talking- “about are not luxuries. These are
essential services that ought to be prov1ded, and it is my_ hope that
Washington can recognize » this.

Representatlve Hawxk1ys. Are you assuming that even with a-con-
tinuation of revenue sharing you will still be strapped ?

Mayor Brabrey. Yes. With our current revenue sharing, we are fac-
ing difficult problems. We have not yet prepared our budget so-that we
have a clear picture of what the deficit is going to look like next year,
but, without even looking, I can tell you there is going to be a deficit
facmo' us. It will mean some additional cutbacks.

We have been very careful about how we have managed business
in this city, and, even with that effort, with that kind of sacnﬁce we
are still going to be faced with serious consequences in the years ahead.

Representative Hawxins. Thank you.

Representative RousseLor. Mr. Mayor, do you think we face, in be-
ginning to have to trim some of these essential services in Los Angeles,
1n the city of Los Angeles or the county, the same kind of problems
that are now facing New York?

Mayor BraprLey. I would say that we are not in the situation that

New York is. Theirs was a buildup over a long period of time. I think
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we have been rather careful about the way we have managed our pro-
jection for income and expenditures, and we have made them balance,
and we have lived within our revenues. So, I don’t think there is a fair
comparison there. :

But I can tell you this. If we continue to delay replacing equip-
ment, if we continue to postpone capital projects and resurfacing of
streets, that is going to catch up with us. You will be driving down
streets with pockmarked thoroughfares. We don’t want and can’t
afford that kind of thing in this community.

Representative RousserLor. Now, Governor Brown told us that it is
going to be difficult for local governments to get much increase in
grants from the State level, and local and State governments have
become reluctant to tax, as you say, for more revenue. Should we
begin to think about more taxation or greater deficit financing at the
Federal level to provide some of these services?

Mayor Brabprexy. The thing I am thinking about is a form of tax-

-ation. You and I know that the progressive income tax is a far better

tax than the regressive property tax upon which local government has
to rely so heavily. It is a matter of reforming, of restructuring that
kind of tax burden on the people that produces a fair revenue,

Representative Rousseror. I think the points you are making are
very real, and we just got into a debate on the House floor, of course,
on the whole issue of how do we close “tax loopholes” at the Federal
level. But every time we touch those buttons of closing tax loopholes,
people argue that those are the very areas of incentive that are sup-
posedly for investment in key areas in the private sector, and they
get very uptight about that. :

So we have a problem of trying to find greater sources of revenue.
T am not a great advocate, as you know, of the personal income tax,
yet aside from that, every time the House has these debates on the
floor of how to close the tax loopholes, we encounter opposition from
those who don’t want to see these deductions changed. If the Federal
Government is going to be the employer of last resort, where do you
suggest we get the revenues to do some of these things, since you are
already tight as a drum here locally ?

Mayor Braprey. I indicated in my remarks that, when we talk about
the Federal Government’s being the employer of last resort, of pro-
ducing the kind of programs that put people to work, this is not
neccessarily a matter of putting additional burdens that the country.
has to bear.

We are really talking about a substitute for the income maintenance
of unemplovment. The nnemployment benefits are a heavy burden
on us. Welfare: A heavy burden on us. Instead of paying these in
snhsidies for that kind of maintenance, let us produce the jobs that
pav people and they, in turn, can offer some additional tax support to
this Nation. This is the kind of thing that I think we need to be
thinking about.

Representative Rousseror. Do you think the Federal bureaucracies
do a better job of producing these jobs or the State and local
covernments? .

Mayor Brabrey. I think the Federal Government is the best col-
lector of taxes. -




21

Representative Rousseror. We have heard that before. )

Mayor Braprey. Yes. I think it is a fact. When that money is made
available at the local level, I think that we can come up with creative
ideas for how you use it, and it doesn’t always mean that 1t is going
to go into the municipal coffers, because, in many cases; that money
is contracted out to the private sector and produces jobs in the private
sector market. .

So, I think that, if you provide the opportunity, the resources, we
will come up with programs that can most creatively use that money
at the local level. ‘ ‘

Chairman Huypmrey. Mr. Mayor, I think the time has come for
us to say quite frankly that the programs of unemployment compen-
sation and. the income supplements that we use, such as food stamps
and welfare, while needed in certain cases—and surely they are—
ought to be fair-and just. Unemployment compensation was designed,
as you know, for a temporary palliative. It was to fill a gap between
the loss of a job and the looking for a new one. It was never intended
to be a long term, and I repeat, a long term, a year, year and a half,
9 months, 18-month period of income maintenance program. It was
never designed for that. ' , o

Now, my point, as I see it, is that the Government of the United
States, Congress and the executive, had better come to grips with the
fact that what we have been doing isn’t doing. It just isn’t doing, We
are spinning our wheels. We have about 1 percent less unemployment
today, officially, than we had 8 months ago, and it is doubtful whether
that figure is accurate, because, truly, a large number of people have
just dropped out of the employment market, as you yourself have
noted, and no longer are even registered looking for employment.

So, T think that what you have been saying here makes an awful
lot of sense, and it is what Gus Hawkins has been saying in the House,
and I want to compliment him on his initiative, because, while 1
joined in the Senate, it was Gus Hawkins who took the initiative on
the employment bill. .

The question before the American people is whether we ‘are going
to continue to subsidizé no work or whether we are going to subsidize
work. That is the question, and you have put it right on the line.
When you are paying out these income maintenance payments, those
are not taxable, and they are so small that they seldom generate eco-
nomic activity.

Now, if you had work programs, such as you have indicated that
your community would be prepared to undertake if the money were
available, you put people on the payroll. They get a check. They get
a check from a private employer or from a local governmental entity..
They are on the payroll. They are taxable. They spend that money
right here, and you improve the things that need to be improved.

I want to say to State and Jocal government that, if we keep post-
poning evervthing that needs to be done, you are going to be in the
same position that the Senate of the United States was in postponing
the Senate office bill. We build four wings of a Senate office building
some 12, 14 years ago,-and now it will take more money to build one
wing than it took to build the whole four, becanse some Senator around
there thonght he was being a great economist. and he was promoting
economy by cutting back on the Senate office building. So, he cut ont
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a wing, and that fellow cost us more money for one wing than the total
four other wings cost. That is the kind of nonsensical economy that
some people get involved in, '

I think that the time is at hand to take a look pointblank at what you
are talking about. Jobs. Particularly for people who want to work,
and there are obviously large numbers of people who want to work.

Now, we prepared in our midyear report, and I won’t read it for
you. I want you to take a look at it, and I think you have seen it, an
emergency employment program that can shut off and on. As the unem-
ployment rolls go up, the employment program increases with it. As it
comes down, you cut off the program. Programs that can have starts
and stops without economic loss, and there are a lot of programs that
can work this way.

The problem of youth unemployment is going to plague this country
for decades to come unless we come to grips with it, because we are
bringing up a whole group of young people in this country, in our
major cities and in rural areas, that have never had the experience of
gainful employment. They are going to learn to live as what was said
in Atlanta in a shadow cconomy of benefits, handouts—benefits over
there, and creaming off something over here.

This is a part of the socioeconomic problem of where we are going to
have a large number of people who have never had the therapy of work,
the experience of work, the excitement of work, or the discipline of
work, 25 percent of our workforce is young people between the
ages of 16 and 25, and 40-some percent of those are unemployed, 25
percent of our workforce is age 16 to 25, and 43 percent of our unem- -
ployment is between age 16 and 25. In the most vital years of their life,
and then you wonder why there is shoplifting, crime, mugging. Why
there is cheating. We promote it. The Government of the United
States and the local governments have a college for promoting it. We
are paying tuition to promote it rather than putting people to work.

Now, let me ask you a question. When you had these CETA. jobs
open up here sometime ago, did people line up for them ¢ '

Mayor Braprey. By the thousands.

Chairman Humparey. They wanted to work, didn’t they,
Mr. Mayor?

Mayor BrapLey. Far more than we could afford to hire. _

Chairman Humrparey. How much were you paying them in'those
CETA jobs? Big money or little money ¢

Mayor Brabrey. Oh, no. It would start as low as $500 a month and
go up to, perhaps, $1,000. _

Chairman HumraREY. But most of them were in the $500 or $600 a
month ?

Mayor Braprry. The lower category wages.

Chairman HumprreY. And they lined up to take the jobs, didn’t
they?

Mayor BRADLEY. Yes.

Chairman HuMprarey. Wouldn’t you think the Congress of the
United States and the President would eatch on? Do you know what is
the easiest thing for us to do? Print the money, sign the U.S. Govern-
ment’s name and say, “Hey buddy. Just come up here and get your
check. Don’t do anything, but just get your check.”
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You have to be stupid to keep this up. I am not even picking on the
President. I think we are almost as bad in the Congress as they are.
We are afraid of our shadows. - i L

Now, we have passed a little better bill than the President, wants to
sign. He vetoes one that is half right. We ﬁpal_ly settled for one _that 18
about one-eighth right, 800,000 public service jobs that we provide for
the whole employment program of the United States of America with
8,000,000 people unemployed. You ought to almost be prosecuted for
such deception. [Laughter.] . . S

That is the way I personally look at it, and that is why I am out
here on these hearings. I think the time has come for this country to
grow up or we are going to bankrupt ourselves paying for nothing.

Now, isn’t it better for you, Mr. Mayor, to be able to fix up the streets
now before it costs twice as much to doit? :

Mayor BrabLEY. Yes. .

Chairman HuyrareY. Because what you are really buying now, you
are postponing what you ought to do, so you are going to pay twice as
much for it, and you are paying people to do nothing when they ought
to be doing something, so you are going broke doing that.

Mayor BrabLEY. Yes. ‘

Chairman Huwerrey. And we have wise people in Government. I
want to tell you, if this keeps up, we will have to abolish the colleges
and the schools. We are producing idiots. [Laughter.] )

I mean, if we can’t do better than this. I fecl very strongly about it.
T feel, personally, that, unless we put our people to work in this coun-
try, we are going to have an insidious poison grip our economy. I have
said it repeatedly. It is like a low grade infection. It just slows us
down.

Here we are, a year after the recession, a year and a half. We are
arguing about whether we can have recovery. Is the housing program
going big guns here in Los Angeles, Mr. Mayor?

Mayor Braprey. No,sir.

Chairman Houyrarey. Now, you know and I know that, when you
build homes, you employ labor. You employ skilled and unskilled labor
by the thousands. Now, a home is collateral. It is a whole lot better
than a food stamp, but we print the stamps. We will hand out the
unemployment compensation, and nobody has enough guts around
here to really bite the bullet, as they say, and to really propose a
program, except a couple of us, and we are going to propose it.

And I know what I am going to hear. You have no sense of fiscal
responsibility. Well, I will tell you something. I don’t know what these
fellows run, but I run a small business, and I was just out home looking
at it, and I want to tell you that-I have to borrow money to run that
business in order to stay in business. Otherwise, I have to close up, but
I borrow money to make money so I can pay my bills, hire the help
and expand, and nobody on God’s green Earth ever went in business
that didn’t do that. Otherwise, we would all be living in teepees and
communicating with smoke signals.

Isn’t that a fact? You have to have credit in order to expand, and we
have a Federal Reserve System today that says, “Don’t have too much
credit,” and we have a Government that says, “Don’t provide those
jobs. That might hurt them.” We are a compassionate people, but we
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are foolish. Compassion is not just handing your kid a check every
time he comes in the house and cries and says, “Daddy, be good to
me.” Compassion sometimes is discipline. Sometimes it is saying, “Hey,
son. Go out and mow the lawn. Wash the car. Clean the basement. The
garge needs fixing up. Do something and Dad will provide you with
a little help.”

1 was brought up in the old-fashioned school, and I consider all these
modern conservatives the most radical people I have ever met in my
life. They just believe in handing it out. I believe in working it out.
[Laughter.ﬁ

I believe in working it out. I really do. I think that the only way
we are going to get out of this whole mess, is just to work out of it.

Now, I want to give you one other suggestion, then I am going to
shut up. The long-term aspects of what we are doing here. Did you read
the report of the Atlanta conference ?

Mayor BrabrLey. Yes, I did.

Chairman HompareY. Have you seen it ?

Mayor BrRapLEY. Yes.

Chairman Huoumrurey. There is evidence beyond doubt that, as we
ignore these problems of recession and permit this recession to lag,
we are building into the cost of State government and local gov-
ernment protracted costs of the care of the sick, the mentally disturbed,
alcoholics, crime for years to come. In fact, there is a lag period, 2 gap.
That the problems that we have now, come to roost in the State govern-
ment about a year and a half, 2 years from now. In other words, your
institutions are going to be filled.

We have incontrovertible evidence as to the effect of unemployment
upon human beings, not just in the loss of income, the suicide rate, the
homocide rate, drug abuse, alcoholism, and what we know to be the
rates of crime, of property crime and personal crime. We are going
to be busy building institutions. That is what our public works pro-
gram is going to be, and I want to tell you that mayors and Governors
and legislators and city councilmen and supervisors are going to be
sitting around pulling their hair out trying to figure out 2 years from
now how we are going to take care of the people that are the victims
of the shock of the depression and the recession. That is what is going
to happen.

You listen well to what Hubert Humphrey says, because I don’t
want a thing. I am on this committee for one reason. Somebody is
going to have to start telling the truth as they see it and lay it on the
line. If we keep up what we are doing now, we are digging our grave
and there won’t even be anyone around to push us into it. [Applause.]

I know there are those here that disagree with my point of view, but
I have a point of view, I will tell you, and I hold it, and I think I am
pretty right, even though I'am prepared to be proven that I am wrong.
But the economists who have been advising us, even they have been,
some of them, too timid. Some have been, I think, on the beam. They
haw% said, pointblank, that you have to do a certain amount to get any
resnlts.

Now. I believe in fiscal stimulus. I am a private enterpriser, really.
A lot of guys talk about it, but they don’t run any private enternrise.
T do. T meet a payroll every month outside of the Government. I pay
property taxes outside of the Government, income taxes of business,
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even a little family corporation. I can really talk about this stuff, be-
cause nobody is going to come up to me and say, “Humphrey, have
vou ever met a payroll?” You know, those smart alecs that come up to
you like that. You bet I have, and I am just meeting one right now,
been taking inventory, been out tending to the. books. ) .

1 know what it means to compete privately and publicly. I don’t
mind losing publicly, but I hate to lose privately. [Laughter.]

T will tell you something. I can take a look at the income in a bus-
iness and tell vou what is happening to the customers. That is the whole
business right there. The customer is what counts, and you have given
us today the kind of information, Mr. Mayor, that comes all over this
country. The only problem is the wrong people are always listening
to you..

it is sort of like my preaching prohibition in the Methodist Church.
[Launghter.] - .

We. I think, are pretty well convinced that something needs to be
done, but I can’t get my buddies—we can’t get people to act.

Now, John, do you want to rebut ? ,

Representative Rousseror. No. Senator, I wouldn’t want to try.
[Laughter.]

You are too enthusiastic. I would comment that I do agree that we
should take a hard look at some of these programs like, say, the food
stamp program to see if it is really meeting the things that it is in-
tended to meet. Is it really helping the elderly, this kind of thing?

T know Gus Hawkins has a bill that I don’t entirely agree with, but
T think his effort is correct that we at least have to reassess. Mayor, I
was very interested in a comment in your prepared statement that T
think I will bring up for the benefit of my colleagues. That is your
suggestion that we start meeting some of our national energy
objectives. ‘

We have several solar energy tests going here in this area to try
to test whether solar energy can be used to reduce the amount of energy
required to run a small home, and that it is becoming feasible..Could
vou comment on that, because you have it in your testimony, and I
think that is an area where a whole new industry—and I don’t mean to
be too euphoric about it-——could open up if we could begin to use that
natural resource, and it could provide some jobs, too, for constructing
those kind of things. .

Mayor Braprey. I think it is apparent to all of us that we have got
to turn to some alternatives to the natural resources that we have been
using in the past, because they are finite. We are going to run out of
them, we might as well face it, and the opportunity for experimenta-
tion In alternate sources of energy, I think, offers enormous oppor-
tunity for this country.

We are already beginning that process here, dealing with solar
energy. Not only with the construction of housing, but'the convention
center—heating that. We are turning to alternate uses in heating swim-
ming pools and other facilities.

Representative Rousseror. The jet propulsion laboratory in our
area, tells us that in the test units they have started, they can save up to
30 percent or 40 percent of the energy required for a 31-unit apartment,
by making use of solar energy. I realize that we have a little more sun
here than you do. ' . '
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Chairman Humprarey. We don’t have to go through so much of this
smog. .- :

Rgpresentative Rousseror. You have noticed that. We cleaned it out
before you came here—the mayor did that. ' )

But the whole potential industry is feasible now and we can begin
to move. I notice you endorsed the Solar Heating and Cooling Demon-
stration Act of 1974. We discussed that in the House. Those of us who
come from the areas that have more sun available tend to get talked
down by the others. But it is a real potential and many of our aerospace
people have begun to devote their energies to that effort. So T am glad
that you brought that in. :

Representative Hamirron. Mayor, one of the comments we hear so
frequently is that the way the welfare programs are structured today—
food stamps, unemployment, compensation, and all the rest—is that it
is much better to be on welfare than it is to go to work. We actually
have disincentives built into our welfare structure.

How do you respond to that observation? Is that the case? You
have given us a number of examples here of literally thousands of
people in Los Angeles who are lined up for just a few jobs. It makes
you wonder about that observation.

Mayor Braprey. There is no question in my mind about that fact.
I don’t argue with the fact that there are some, a small number, who
are what we call “welfare cheats,” and who just want to use that device
to get by. ,

But all you have to do is to go to any employment line and see the
hundreds or even thousands of people who line up for one or a dozen
jobs. That ought to be convincing enough to us that people would
rather work than receive handouts, whether it is welfare or anything
else. I can assure you that is true here in this community.

Representative Hamrrron. You said that could be a very low wage,
too. I think you commented that some of these jobs are paying $500
amonth, and still they are lining up. : ' '

Chairman Humrurey. We are very grateful to you, and I, particu-
larly, am grateful that you listened to my outburst as well.

You are a very generous and kind man and I want to compliment the
people of this.city on having you as their mayor.

Mayor BrabrLey. Thank you very much, Senator.

Chairman HumpareEY. We now have a panel relating to the economic
situation in the Western States. Will the panel members please come
forward and take their chairs?

‘We have Eunice Elton, director of manpower planning and research,
Office of the Mayor of San Francisco. We have Mr. Kenneth Hahn,
Los Angeles County Board of Supervisors. We have Mr. Jack
Henning, executive secretary-treasurer of the California Labor Fed-
eration, We have Mr. Donald Vail, director of California Department
of Industrial Relations, and we have Mr. George Weyerhaeuser, presi-
dent of the Weyerhaeuser Co. '

That is a very fine panel ; might I suggest that we proceed in alpha-
betical order, simply because in that way there is no assigned favorit-
ism here. We will just get the message as it comes. We will do as
follows: We will ask you for your statement, Ms, Elton, you will be
followed by Mr. Hahn, and then down the line with Mr. Hennings.
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I will call for you and after you are all through with your statements,
we shall visit with you. .
Please proceed, Ms. Elton.

S‘TATEMENT OF EUNICE ELTON, DIRECTOR, MANPOWER PLANNING
AND RESEARCH, OFFICE OF THE MAYOR, SAN FRANCISCO, CALIF.

Ms. EvroN. Thank you, Senator, and members of the committee.
What I want to do is to highlight the paper that was in your hands—
a hop, skip and jump through a good deal of it. :

I must say for San Francisco that at the present time we have an
unemployment rate of 11 percent. Our community across the bay,
Oakland, is higher than that. It is 12 percent or more. The bay area
as a whole is just under 10 percent. We are hurting, as you have heard
Los Angeles 1s hurting. The city is an area in which we have much
in-migration. People have been going west for many years. We are
also a gateway city with many persons coming from South America,
Central America, the Far East, the Pacific areas. We do have to keep
expanding with more jobs in order to even stand still. We have had a
situation for the last 30 years in which the unemployment rate goes
up, it goes down, it goes up again. But when it goes down, it doesn’t
go down proportionately for all people. It goes down less for the
laborers, for the unskilled. Each time the base on which we start an-
other increase in unemployment starts from a higher level of the un-
skilled workers. So we have a particularly difficult situation that is
hidden, frequently, in our unemployment rates. o

If we were to get our unemployment rate down to 8 percent nation-
ally, or to 7 percent, we would not have an equal improvement in the
situation for all categories of workers. I think we do need to make
a special effort, then, to keep track of the unemployment as it hits
the various groups. - o ' -

In the economy, too, we see every evidence of uneven recovery. A
major bank in our area has predicted in 1976 a 26-percent improvement;
in corporate after-tax profits, but only a drop of 1 percent in the un-
employment rate. So again, in the economy as in unemployment, there
is an unevenness that should be considered. N

The manpower programs are not creating any additional jobs to
speak of. A few, perhaps, but primarily what we have been doing is
redistributing which people are unemployed.

In our community we ga\fe‘ put very heavy emphasis on the training
and employment of people who are economically disadvantaged.
Frankly, that generally. means minority group economically disad-
vantaged, since those are the people who are so substantially
unemployed.

There are some things that could be done to equalize the employ-
ment opportunities—more nearly equalize, I should say—than we
currently have. For example, Uncle Sam, of all of our employers, is the
one that is allowed to discriminate against aliens. You can’t work for
the Federal Government if you are not a citizen. In a city such as San
Francisco, where we have so many people coming in as new residents,
we are losing the skills and the trained manpower. Simply, it is not
possible for the Federal establishment itself to hire people who have
needed skills.

-
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We also have some very serious restrictions in licensing requirements,
and in the examination process for jobs. Now, licensing requirements
and the examination process for certain kinds of jobs are State respon-
sibilities. I bring it up here only because the Congress has been known
to use a carrot and stick approach in other areas where it is possible
to come up with inducement to attempt to equalize some of the
inequities.

I would like to mention, also, that we are in need of funds for the
language programs for our new immigrants from Southeast Asia, the
ones we generally refer to as Vietnamese, but who are just as likely to
be Laotians or Cambodians as well. The education in English is going
to be the key to employment of many of those people. They are coming
to California in very large numbers and a substantial proportion are
ending up on the welfare and public assistance rolls.

The things I have been talking about so far, though, are things
which would tend to benefit special groups. I would like to mention
some things I think should be done, because I feel strongly that we
need job-creation strategies as a part of national policy. The things I
am saying are not new with me. I have heard them from other people
who know more than I about how economics works. But we should
have a labor intensive tax credit to provide positive tax incentives to
industry for capital expansion, which results in a direct and indirect
creation of additional jobs. We should have a reduced or eliminated
capital investment tax credit for plan or equipment, that diminishes
the labor intensive work force. And I feel we should have an effective
economic disincentive on American firms as to tax capital expansion
and capital investment practices, which exclude American citizens
and U.S. residents from job opportunities.

We in the bay area, for the last several years, have been watching
much of our electronic assembly work disappear. We have a very fine
electronics industry in the peninsula. It is clustered around our fine
universities. But, in recent years, the assembly of the final product has
tended to be exported. We do the skilled work in our country, but we
send the assembly job to Singapore. Recent examples from my own
staff’s experience: An employee who bought a Rockwell calculator
found it was hand assembled in Mexico, though the parts were made
here; a walkie-talkie was assembled in Taiwan, with parts fabricated
by a firm in Kansas City. What we are doing, really, is performing
the highly skilled jobs here and exporting the labor intensive jobs. We
need those labor intensive jobs in our own economy.

We could have economic policies that reward the employment of
certain specialized groups. The physically handicapped. for example.
We could pledge the economic power of this Nation in support of
new industries, new facilities, new mechanisms. You have spoken of
one this morning. Mayor Alioto, who brought me into city govern-
ment, has spoken frequently of the need to develop the geothermal
energy industry. I speak of the need to use enough capital to develop
the conversion of the city’s wastes into energy. That probably can’t
be done without providing some kind of backing from the public
sector for the great capital investment needed, but there is a potential
for a whole new business there.

T want to speak very briefly about the employment problems of the
inner city, with respect to the public assistance recipient. I am not
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really a bleeding heart, but I do find in the manpower programs we
run, we have less than half the success in training and placing wel-
fare recipients that we have with others. The same things that make
them welfare recipients in the first place are making them very hard
to employ. The rewards for taking jobs simply are not there. There
is a very strong disincentive. It is almost improvident for a person
to take a low-pay job that takes him or her off the welfare rolls and
forces him then to pay for his own medical services, child care, .and
food, stamps. ' _

The fear of delays in reentering public assistance rolls is one of the
great things—it just is simply too great a risk. We actually are get-
ting down to the point where we talk about the deserving poor—
those drawing unemployment insurance—the victims of cyclic em-
ployment, and the undeserving poor—our public assistance recipients.
Somehow we have got to get ourselves out of that one. _

We do need to provide real work and we do have some experiments
going on in the country in what they call, “supported work programs.”
The public service employment program, itself, really is an experi-
ment in a supported work program. ,
~ We have, as Senator Humphrey spoke of, the fact of a whole gener-
ation whose services are not neeced. I see the public service employ-
ment program as being a real way to try to help move young people
on the transition from school into the labor force. Without that, we
are going to continue to have- them rattling around and creating
problems for themselves and for each other. - o

One additional thing I would like to ask you for is to get-that
census down from a 10-year interval to a 5-year interval. We are
constantly working with obsolete material.

Also, we have been speaking this morning of CETA, the allocation
formula for CETA— : :

Representative Rousseror. Let me interject. That bill has just come
out, of subcommittee in the House, so we are moving. :

Ms. Evtoxn. The day that it really gets passed is going to be a happy
dav for those of us in manpower.

The allocation formula for CETA is one that is a multiple and
complicated one, but it has a tendency to move from manpower fund-
ing, from the inner cities, out into the suburban areas. We are badly
in need of a change in the allocation formula, primarily for the title I
programs, the manpower training programs. We do have a 90 percent
hold-harmless factor in the legislation that keeps us from losing
more than 10 percent a year. But 2 years ago it was 100 percent. Last
year T had 90 percent to work with. This year I have 82 percent to
work with. Next year it will be 73 percent to work with, and the year
after that it goes down to 57 percent, and it is not enough to do the
job.
! In the midyear review of the economy you had a number of things
which I would like to mention.

You spoke of the need for more aid to local government. Certainly
in local government we do either need more aid or a way to open up
more access to new tax sources. We need your general revenue sharing
money badly in San Francisco. Either that, or you need to make it
possible for us to shift the funding so that we .can raise the funds
ourselves. :

79-189—77T—3




30

I think the heavy emphasis on public service employment is fine
for us. I spoke about it as being a way to solve the problem of the new
entrants. '

The concept of the emergency jobs program certainly draws my
support, but I have two problems with it. The Federal determination
of which project ought to be funded is not as acceptable in a local
community as local determination. We think we can identify out
problems better and we would like to be able to make those decisions.

Chairman HumpeREY. Agreed. .

Ms. Erron. It is not that I disrespect my Federal cousins, it is just
that X am closer to it than they are.

The $3.50 salary ceiling in San Francisco is just totally unrealistic.
We cannot, at a $3.50 ceiling, hire janitors or anything but the most
elementary kind of clerical worker. There is no way we could provide
laborers for our parks. The $3.50 simply won’t do it. Our wages are
higher than that. ‘

enator Bentsen, in his minority report, has proposed tax credit
for employers who increase their employment. I certainly concur, but
I hope there would be an incentive differential for hiring in the low-
skill levels. '

The Equal Opportunity and Full Employment Act has some very
interesting proposals. Here again, I would like to have the respon-
sibility at the local levels, where I feel that any kind of employment
and manpower programs need to be responsible to the local electorate
through the locally elected officials.

Finally, I do see a possible duplication of roles between functions
of the proposed National Institute for Full Employment and the
National Commission for Manpower Policy.

Thank you for letting me give you my laundry list of wishes. I
appreciate the opportunity and I hope to answer questions.

Chairman Humerrey. That is no laundry list, may I say. A very
practical list of suggestions and we appreciate it.

[The prepared statement of Ms. Elton follows:]

PREPARED STATEMENT OF EUNICE ELTON

Mr. Chairman, members of the Committee, staff, and ladies and gentlemen.
Tet me thank you for the opportunity to comment at this, your West Coast
Hearing, on the employment needs of our area. And let me thank you also for
undertaking the difficult task of making the Employment Act of 1946 an effective
instrument of national full employment policy. ’

You have heard from those who preceded me the facts of the employment
situation in California. I am the senior staff person in manpower for the City
and County of San Francisco, administering provisions of the Comprehensive
Fmployment and Training Act and other related matters, and I can assure you
that performing that job in a City with an unemployment rate ranging for
many months between 10 and 11 percent makes one very aware of the need for
a corrective course of action. Our City suffers the classic problems—lack of
jobs, decreasing employment in the blue collar occupations (we have lost an
average of 1,000 manufacturing jobs a year for twenty years), with out-migration
of the middle-class and its white-collar workers to suburban areas.

At the same time we have the very real benefit of being a Gateway City, with
a strong inflow of new residents from Central and South America, from the
Far East, and from the Pacific areas; we benefit from the git-up-and-git of the
new residents and from their cultural diversity. As the earlier presentations
have made clear, however, the “Go West, young man” motif and our current
jmmigration mean we have to continue a strong employment growth pattern
even to hold a level unemployment rate.
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We have for the past 30 years experienced -a series of ups and downs in the
economy during which the unemployment rate has risen, then fallen, then. risen
again with each economic setback. When the unemployment rate declines it does
not decline equally for all occupational groups. Rather, the unemployment rate
declines more for persons in the white collar and the skilled blue collar occupa-
' tions, and it declines less for those in the unskilled occupations. Each rise in the
" unemployment rate has started from a higher base for those who are unskilled

than was true of the prior recession or upswing in unemployment. We need. to
take an honest look at our unemployment information and stop hiding behind
a national average, cheering for a decline in an overall unemployment rate
which masks ever higher unemployment rates for the unskilled.

In the overall economy, too, I see an unevenness in the prospective recovery.
A major California bank predicts for 1976 a 26 percent upswing in after-tax
corporate profits, but a drop at most, of only 1 percentage point in the unemploy-
ment rate. . oo

What I see as our needs . :

The manpower programs have served a definite purpose in helping to equalize
opportunities for the minority group poor and to help compensate to these for
some of the disadvantages they have experienced. We have trained economically
disadvantaged individuals to compete effectively for those jobs which do exist.

Manpower training programs, however, do not create employment. They have
added no important number of persons to the employed labor force. o

A contribution can be made toward better equality of employment opportunity
if we can eliminate some obstacles to employment. Uncle Sam; of all employers,
is permitted to discriminate against our new residents because non-citizens are
not accepted for employment, regardless of skills, and even though the indi-
viduals may have acquired first citizenship papers. Last summer when we offered
subsidized summer work for youths under Title III of CETA, one major federal
establishment in San Francisco declined even to accept free services of non-citi-
zen youths. This Committee can help to open employment opportunities for many
hundreds of non-citizens who are legally entitled to work here, by initiating ac-
tion in the Congress to remove present restrictions on federal employment of
non-citizens. - : ) v .

Restrictions also are frequently found in the licensing requirements for jobs.
To qualify, specific training must have been received in a training institution on
a specific list. Those lists generally include institutions under reciprocal agree-
ments with European or out-of-State training institutions; the listing, however,
omits most institutions in Korea, Taiwan, South American and other areas. I
realize that licensing requirements are in the hands of the States rather than
the federal government ; but it is not unknown for the federal government to use
a “carrot and stick” technique to cause local legislation to be developed. We need
to stop wasting the skilled manpower and training from the other American and
Asian countries. - :

" 8o far I have asked you for legislation which would benefit a special- group
among the unemployed. In my opinion it is important that job creation strategies
be adopted as part of national policy. Those proposed here are not new with me,
for I am simply restating what I have heard from others. Specifically, I suggest :

.1, A “labor intensive tax credit” to provide positive tax incentives to industry
for capital expansion which results in the direct and indirect creation of addi-
tional jobs in the United States. . :

2. A reduced or eliminated capital investment tax credit for plant or equip-
ment that diminishes the labor intensive work force.. ) .

8. An effective disincentive on American firms, to tax capital expansion and
capital investment practices which exclude American citizens and U.S. residents
" ‘from job oportunities,

We in the Bay Area have in the last few years watched much of our electronie
assembly work disappear: work which used to be performed on the Peninsula
south of San Francisco is now done in Singapore. Recent examples from my
staff’s experience include: a Rockwell calculator which was hand-assembled in
Mexico, though the parts were made here; a Walkie-Talkie which was assembled
in Taiwan, with the parts fabricated by a company based in Kansas City.

- What we are doing is performing the highly skilled jobs here, and exporting
the labor-intensive jobs. And we need those labor-intensive jobs here. -

1t is important that our economic policies be designed to reward the offering
of employment, Those policies could, as is doné in some European countries, pro-
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vide tax incentives for employment of those who are physically or mentally
handicapped.

The economic power of this nation could be pledged to develop new industries,
new facilities and new mechanisms known to be needed. We know, for example,
that if a way can be found to use the garbage waste of the cities to produce
energy, a whole new industry can be created which will provide employment and
at the same time fit with the ecological needs of our country. Individual employers
cannot provide the financial guarantees to develop such an industry; a pool can
be financed as a private non-profit corporation with the backing of this nation.
If we can bail out a railroad, or an over-committed aircraft company, we surely
can do this.

In speaking of employment problems of the inner cities X present the problem
of the public assistance recipient—not as a bleeding heart, but because I have
watched our manpower programs achieve less than one-half the success in training
and placing welfare recipients compared with serving other economically dis-
advantaged individuals. Somehow there must be real economic rewards for
achieving economic self-sufficiency, rewards which do not now exist for the
working poor.

The structure of our social services system makes it almost improvident for
an individual to accept low-pay employment which removes that person from eligi-
bility for publicly financed medical services, child care, and food stamps. The fear
of delays involved in re-entering public assistance rolls in case the job does not
work out or some emergency does occur is seen as simply too great a risk.

One of the things that has bappened in the past 40 years has been the separation
of those persons who are poor into two groups. One includes those considered
to be the deserving poor, i.e. those drawing unemployment insurance (“which
they have earned through their employment”’) or other victims of cyclical unem-
ployment. The second group I have heard called the undeserving poor. While
there are other terms, these are the individuals receiving public assistance, and
believed by many to constitute a burden on society while they decline to make a
real effort toward finding employment.

We need to decide whether to provide real work, if necessary at public cost,
for these persons, or to permit them to withdraw from the labor force without the
denigrating labels now applied.

We have made no provision in this country to integrate young people leaving
school into the labor force. We are raising an entire generation whose services
are not needed or wanted and who stand little chance of moving into rewarded
employment in the forseeable future. For these young persons, and for other new
entrants we could provide an Employment-Search Benefit similar to Supplemental
Unemployment Assistance payments, to facilitate the job search and maintain the
dignity of the individual, recognizing that there is a normal job-search transition
period. More important, however, is our need to develop jobs which will seek out
these new workers.

As a basis for economie planning for manpower, we need very badly to move to
a five-year interval between census counts rather than the present 10 year period.
With the changes that take place in the nature of our population and with our
need for special knowledge of the employability problems of the economically
disadvantaged, we are desperately in need of information we do not have. The
Congress can help make the use of CETA money more effective also by extending
the CPS samples to the extent they can provide a reliable data-base for labor
force planning.

Comments related to the Aid-Year Review of Economy
In general I concur with recommendations of the majority in this report. Cer-

tainly, as a City representative, I agree that there is need for more aid to local

governments, either through direct aid or by opening up new revenue sources
which can be tapped. And mandated local contributions are constituting a severe
burden on the cities. The need is not just for anti-recession action—we need this
on a continuing basis.

I concur in the need for public service employment as a form of job creation
to combat cyclical unemployment, and agree that this is more than just ex-
pansion of unemployment compensation. It is better, too, than too-heavy reliance
on manpower training programs, which are directed to structural, rather than
eyclical unemployment problems. We need the CETA Title II programs, however,
to complement the Title I activities, and to provide a @different kind of entry
into employment.
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The concept of the Emergency Jobs Program draws my support, with two ex-
ceptions: (1) federal determination of which projects are to be funded is not as
acceptable as local determination which gives locally-responsible people the op-
portunity to evaluate program and potential contractors, and (2) a dollar ceiling
of $3.50 an hour would preclude almost all skilled and semi-skilled work, including
that which is necessary as part of labor-intensive projects. I am concerned also
that we not use the federally funded programs to break down the wage structure
of our communities. .

Senator Bentsen, in his minority report, proposes a tax credit for employers
who increase their employment, and I concur. I would like this to provide an
incentive differential for hiring in low skill levels.

Equal Opportunity and Full Employment Act of 1975

I am pleased to see the recognized need for local identification of need, and the
assignment of responsibility to local Manpower Councils for planning ; this should
extend, as well, to the establishment of evaluation criteria. I am less happy, how-
ever, with the proposed community Job Boards, for the attempt to elect a body
“truly representative of all special interests would result in a Board which would
fill an auditorium. I'd like to see this function held in the Manpower Council and
the staff of the Prime Sponsor, which serves the Manpower Council.

Most Prime Sponsors, I believe, will resist the proposal to operate the Job
. Guarantee Office through the public employment service. It will be seen as an
initial effort to coopt thie manpower role under CETA for that agency. Here again,
the operating authority needs to be responsible to the local electorate through its
elected officials, rather than through the federal structure.

Finally, I see a duplication of roles between the National Institute for Full
Employment and the National Commission for Manpower Policy.

Concluding statement

Thank you for giving me the opportunity to offer these comments which I
present from a base of long experience in the manpower field, some investigation
on the intellectual level, and a very genuine concern for the employment problems
of this State.

Chairman Huyerrey. Mr. Hahn, now, Mr. Supervisor, we surely
look forward to your testimony.

STATEMENT OF KENNETH HAHN, COUNTY SUPERVISOR, LOS
ANGELES COUNTY BOARD OF SUPERVISORS

Mr. Hany. Thank you, Senator. First of all, informally, we are
very pleased that you are here; and Congressman Hamilton from
Indiana; and our own two Congressmen, John Rousselot and Gus
Hawlkins, from Los Angeles. We are delighted to see our lo¢al Con-
gressmen, and those from Indiana and finnesota. We have good
weather for all four of you, because the county government is respon-
sible, in a way, for air pollution. We proclaimed clear skies for the
benefit of you and Congressman Hamilton. We just want to Jet you
know. ’

First of all, T have prepared a written statement for you. AndTam
sure this committee will hear so many statistics, when you get through
with everything, of unemployment percentages and costs, you will
have to refine them when you get back to Washington. I don’t want
to bore you with a lot of statistics, but I think I have got some sta-
tistics here that will shock you:

‘As of Friday night, and these figures were handed to me while this
-committee opened, and I don’t have them prepared for you, I took
them down on the telephone—Friday night, in Los Angeles County,
the Board of Supervisors administrates the welfare program, and the
justice system—the courts, juvenile hall, the crimes, 945,982 perscens
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on welfare in Los Angeles County. This breaks the all-time high
record of Los Angeles County. In 1971 there were 928,376 persons on
welfare,

Chairman Humparey. What is your population ?

Mr. Hanx. 7,200,000.

Chairman Humparey. That is over 10 percent.

Mr. Haun. Oh, yes.

Mr. Hawkins is probably the senior public official in California,
serving our legislature and serving the Congress. He and I both repre-
sent the Watts area. But Congressman Hawkins, these figures I just
received while we were sitting in this room—945,000—bigger than the
whole city and county of San Francisco, bigger than some States in
the Union, like South Dakota and Idaho.

Now, if this isn’t a shocking figure to reveal at this committee hear-
ing. Now, the U.S. Congress, I don’t know what else you could hear to
say that something is wrong. What it will be is a challenge to the
Congress of the United States, but first of all to stimulate in the
private sector, the private enterprise, to create jobs and get them off
welfare. And then, to support the Humphrey-Hawkins bill, which the
board of supervisors have endorsed. We have got two Republicans and
three Democrats—a five-man member board. We cndorsed your bill
for full employment.

What a challenge to America did the free enterprise system say.
We have got the best country in the world. Here we have so many
people unemployed. You know, if this committee could also do this—
sometime get the head of the T.S. Chamber of Commerce and all the
big industries, in a room by themselves, and say, “Listen, the whole
system is at stake.”

You can’t have this many people who are willing, able, and want
to work. This big myth that people like to be on welfare is hogwash.
I represent this district and I have represented this district for 29
years. It is the biggest myth in the country to say that everybody
wants to be on welfare. They don’t want to wait in line and be humili-
ated. There are some chiselers, but there are chiselers in huge banks,
I found out down in San Diego. If you want a headline in the after-
noon paper in tomorrow’s papers, say you want to crack down on
welfare chiselers. It will guarantee you a headline. It will work every
so often if there is a need of a headline, throw that out. But I think
the average family man wants to provide for his own.

John, you represent a conservative area, but you are a good Ameri-
csimen. I am sincere in this—you have that view—you have your point
of view: :

Representative RousseLor. It is in Baldwin Park, too.

Mr. Ham~. But I am saying this sincerely here. I think 99 percent
of the people want to provide for their own; give them a good house,
good school, good health. You can do it with a four letter word:
J-O-B-S. Jobs.

I testified before the McCone commission after the Watts riot, Gus,
and they said to me, “What do you think is the answer?” I said, “Four
letters: J-O-B-S.”

Chairman HumprreY. Probably we stopped at two.

Mr. Haan. Well, I don’t know if you even got to one.

Chairman Humpurey. I will explain it later.
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Mr. Harx. You are pretty good at that. No problem there.

But what am I saying, there is the underprivileged, the under-
nourished countries of the world. In our church lobby there is a little
thing to help feed the world, to give to the world, they said there were
10,000 a day that die of starvation in the world. What a challenge to
the free enterprise system to create jobs and materials for the world,
for our own better education, better schools, better recreation. To have
the abundant life, what is found in the New' Testament, can be a
meaningful experience for everyone. That is why, Mr. Hawkins, we
supported your full employment bill. I suggested maybe a Federal
full employment agency. You could call it that.

1 have written much there but I just wanted to tell you that it is
costing the taxpayers $925 million for the welfare in this county
alone, and $200 million to administrate it. It runs over $1 billion if
you want to contemplate the total cost. It cost the county board of
supervisors, who have to tax the people, to administrate the welfare,
$200 million. We could reduce our property tax rate 25 percent.

Now if this isn’t a stupid thing to have so much unemployment, to
tax the people to administrate welfare, when we need jobs, and to
make a helpful citizen, we would reduce our crime, we could have
better health, better housing. All with jobs. I am not going to read
any more statements. I just thought I would give you these horrible
statistics this morning, that are the worst that the county has ever
had in its history.

One thing—I1 am talking now without any statistics before me.
Senator Humphrey, I announced to the board of supervisors in session
last Thursday morning, in the board of supervisors room, the report
on crime. Los Angeles County also had the worst record on murders
last year, 1,015 persons were murdered in Los Angeles County. That
includes the 78 cities that are in Los Angeles County. We had over
115,000 homes that were broken into and burglarized. Murders—I
~ remember the day when we had 365 murders in the county and I said
that was the worst thing in the world to announce that we had a
murder a day in Los Angeles County.

Now, you have a lot of crime coming from unemployment and
poverty. I think on the whole philosophy of law and order, making
our streets safe, our homes safe, and I support that, is to also give
some alternatives by good jobs. Our schools have got to reevaluate
their curriculum. Let me tell you, I am not satisfied with the per-
formance of our public schools. They are going through the system
. but we are not educating them. They are graduating them but they
don’t have a skill to get a job. And perhaps this committee, if not in
this county, in some other counties, have the superintendent of schools
in here and say, “What are you doing? You get a tremendous amount
of money from the taxpayers, what are you producing in your public
schools?” T think we have to reevaluate our curriculum to see that it
meets the criteria of the present age. What are we teaching? What are
we performing ?

We shouldn’t be afraid to say that everybody should learn to read
and write, because they can’t get a job in industry if they can’t read a
manual to turn a lathe to the right or to the left or one one-hundreths
of an inch. We have some excellent, excellent people as individuals,
. and then they can’t get a job. They might be skilled with their hands,
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to be a lathe operator or a machinist, or a skilled laborer. And you
get a new device and he picks up the manual on how to operate it and
he can’t even read it.

You know it is a shocking thing to have that even when they grad-
nate, come from our public school system, to be called illiterate. There
was a case recently fﬁed in our traffic court. o )

And then I conclude, because I could give you statistics. The wit-
ness, defended by the public defender, found out that he couldn’t read.
Couldn’t read the manuals. Couldn’t read the signs. He got a grad-
uate certificate from the public school system. We are pushing people
through the school system for group peer—you know, don’t upset
Johnny if he can’t read, graduate him. Then they are put into a re-
medial reading class when they are 16 and 17 and they become drop-
outs because they know they are in the dummy class.

The last statistics I had from county superintendent of schools—
10 students that enter in the sixth grade, or finished the sixth grade.
Six will graduate in the 12th grade; four will drop out. In a free
public education system, where schools are within walking distance.
They are not walking 5 miles in the snow in Minnesota, to go to
school here.

Chairman Humrpurey. Now, Mr. Hahn, let’s just kind of keep that
down. That was just the fallout from what happened in Montana.

Mr. Hanmx. Here we have fine schools nearby in the neighborhood but
we are having a fantastic dropout because the schools are not meaning-
ful. Assume that when the boy or girl is 15, 16, 17, 18 years old and he
is in a third grade reading class, he will drop out. That is when he will
drop out. I think we have got to reevaluate our curriculum and get the
schools, the private sector, and the Government to work together.

. Thank you, Mr. Chairman, for coming to Los Angeles, Congressman
Hamilton for being here. It is good to see you again, Mr. Hawkins and
John.

[The prepared statement of Mr. IHahn follows :]

PREPARED STATEMENT OF KENNETH HAHN

Let me thank you for the opportunity to give you my thoughts on what I con-
sider to be our most critical domestic problem—the need for more jobs. Let me
also compliment you on coming to the urban areas in search of answers.

I believe hearings such as this are a significant step toward developing better
employment strategies for our country. I urge you to take the information ga-
thered in your hearings back to Washington and push for the Administration and
Congress to place this issue on the top of the domestic priority list for 1976.

Because of the programs we administer and our closeness to the people, we are
very sensitive to the impact of unemployment on our community.

As demonstrated across the country, welfare rolls tend to rise as unemploy-
ment lines grow during a recession. It should be noted that many other factors
significantly impact welfare programs including, of course, changes in laws on
program eligibility. On the other hand, there are many other persons on the
welfare rolls who are employable but, because they have limited prior work
history, they are not counted in the unemployment figures. As a result, the pre-
cise impact of unemployment on welfare cannot be given.

However, our research is conclusive enough to convince us that with a better
employment strategy we could not only reduce unemployment payment needs,
but also substantially reduce the welfare program needs.

Specifically, estimates indicate that from thirty to fifty percent of the heads
of our welfare families are potentially employable. We, therefore, see any
efforts in this area resulting in a joint employment/welfare reform progran.
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Our ideas on the reform package.that will be necessary cover areas from
basic..education to international trade. Because we believe a new employment
strategy should be our number one priority in 1976, and the responsibility for
such work is now divided among a number of Federal agencies, we believe as
a start what might be called a “Federal Full'Employment Agency’” should be
created.

It would draw its staff from those experts scattered among the various I‘ed-
eral agencies that now have as part of their responsibilities this work. It would
have the responsibility to recommend to the President and Congress a com-
prehensive employment strategy that would substitute jobs for unemployment
and welfare benefits for all able-bodied citizens.

Once such a program is adopted, this agency would be responsible for its
implementation, again drawing on existing resources in the various agencies
now separately working with such matters.

First and foremost we must do everything possxble to create more jobs in
the private sector. One key aspect of developing jobs in the private sector is to
expand our products in the world market. There are hundreds of millions of
people in the underdeveloped countries who could benefit from our technology.
The need for new or modified versions of existing products might well exist
to a greater extent than now realized. Examples might include super utili-
tarian motor vehicles and motorized farm equipment. A “think tank” team
might well come up with many such ideas and their development might be
encouraged by research sitbsidies or tax incentives. /

© On the domestic scene similar efforts might be possible in resource recycling
efforts, energy conservation, and the speed up of research on new products.

A second phase of job development would be in the area of accelerating the
purchase of various needed public projects. Examples in Los Angeles might in-
clude: a rapid transit system; the development of literally thousands of acres
in Angeles National Forest into usable recreational areas; a city beautification
street tree planting project; and the development of more neighborhood parks
and playgrounds (this might well entail cooperation with educational authori-
ties for joint use and expansion of existing school facilities).

Ag a last phase of employment development, a pool of jobs should be devel-
oped under what might be called an Urban Civil Conservation Corps. This

would provide that all able-bodied persons could always be offered a job and &

pay check in lieu of welfare or other subsidies. This program would be ad-
ministered solely by an employment department rather than the current duph-
cate unemployment office/welfare department operations.

Tied to the above job development efforts must be a continued strengthening
of our education system to provide high quality and practical educations. The

current trends in some school systems on emphasmmg consumer and job related -

education must be encouraged and accelerated.
These suggestions are consistent with the Humphrey-Hawkins bill' on full
. emplovment, which has been endorsed by the Board of Supervisors, and the
Humphrey-Javits Balanced Growth and Economic Planning Bill, which can
easily be supported by the country.
~ America is a very strong nation. Our current economic crisis can be resolved
both on a short term and permanent basis. The resolution should come through
as an employment guarantee for all able-bodied Americans.

The 200th anniversary of our nation’s independence is a most appropriate
time for Congress and the Admlmstratlon to place a new employment strategy

at the top of our domestic programs.

Our citizens and their families deserve such a program.

Far-ranging efforts can be developed, even to include a corps Of handymeﬂ
and women to make minor repairs to homes, such as to fix faucets and roofs,
which- would be in the interest of conserving energy, and to even do minor
landscaping.

The challenge .of the free enterprise system and the American government is
to develop a partnership so every person who is willing, able and ready to work
~can have a job. Not just to rake leaves, but to have jobs in essential’ pubhc
works, fire protection and special care areas.

It would be good for someone to.be qualified on every block to give first aid,
another person to be a security officer for protection and a third to coordmate
a recreation program.

Women at home can be trained to be homekeepers to care for the.sick and

elderly rather than having such persons sent to county institutions.
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Americans have the guarantee of life, liberty and the pursuit of happiness.
Our cities should be a place of enjoyment, of culture, of good recreation and of
safety, not substandard areas with high crime and fear in the streets.

Chairman Houmparey. Thank you, Mr. Hahn, it is an excellent
testimony and I say it is shocking, and maybe because of that, very
helpful. v

Mr. Henning, we welcome you from the AFL-CIO California

Labor Federation.

STATEMENT OF JOHN F. HENNING, EXECUTIVE SECRETARY-
TREASURER, CALIFORNIA LABOR FEDERATION, AFL-CIO

Mr. Hennive. Senator Humphrey, Congressman Rousselot, Con-
gressman Hamilton, Congressman Hawkins, the AFL-CIO state
organization appreciates the opportunity of having its views ex-
pressed here. Qur federation represents 1,700,000 AFL~CIO members
in the State of California. And I will present our oral statement.

Chairman Humpurey. If you witnesses summarize, your prepared
statements will be printed in their entirety in the record. And then
your oral statement will be used as explanation for the statement in
the record.

Mr. HennNine. The worst recession since the years of the Great De-
pression has victimized millions of Americans who have found them-
selves prisoners of the disastrous economic and social policies emerg-
ing from Washington. The tragedies of unemployment, inflation and
personal bankruptcy have been the inevitable result of the economic
policies of the Nixon and Ford administrations.

Early last year, the word came from the White House that all was
well. We were virtually told that prosperity was just around the
corner. The truth is that in December 1975, the total unemployment
nationally was 18 percent above the level of December 1974. Now, if
you will recall the press statements of last week, the White House,
with almost exultation, noted that the percentage of unemployed had
not increased between December and November. Actually, that per-
centage of 8.3 is the highest in the industrialized world. We are not.
so much interested in percentages as we are, of course, as a reflection
of the human tragedy.

What we are more concerned with is the number of unemployed.
It is the people who count and, far from having relief in the present
crisis, again the percentage of the number of unemployed percentage-
wise keeps rising. California unemployment was 16 percent above that
of the previous year. That is in December of 1975 over 1974. In De-
cember 1975, there were 7.8 million workers unemployed in the United
States and 3.8 million workers employed only on a part-time basis.
In December of 1975, there were 890,000 workers unemployed in
California. : :

Now Mayor Bradley and others have touched on how the agony
falls in particular ways on the minority peoples. That is true in Cali-
fornia as nationally. Nationally, the black rate of unemployment,
or nonwhite to be more specific, runs well above the overall average,
running about 14 percent, building trades workers running about 19
percent, youth about 21 percent.
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. We would agree with Kenny Hahn on the need for realistic train-
ing in schools. But there is a sobering fact involved. We favor that,
but to what purpose is it, when the unemployment rate among outh
is 21 percent, among nonwhite youth, 34 percent. In other words, we
encourage more realistic training in the secondary schools especially.
We are training for jobs that don’t exist. It is a futile exercise until
we get a viable economy. . Lo

T couldn’t help but note that Ken Hahn was mentioning the number
of those in Los Angeles County who can’t read. He has been in office
for 29 years. Kenny, I think they may not be able to read, but they
can vote right. :

Mr. HamN. Well, they know how to use that ballot.

Chairman Humpurey. [Inaudible. ] :

Mr. Haux. I didn’t mean all of them Jack. I just used some illus-
trations that come to me. The schools have got to do a better job.

Mr. Henning. They do. The national unemployment rate was 8.3
for December 1975, the same as in the previous month. The State
unemployment rate for December was 9.8 percent, down from 10.3 in
November. We have been advised to resign ourselves to the reality of
. continuing high unemployment in the richest Nation in history.

The White House tells us that we must accept an unemployment
rate of 7.9 percent throughout 1976. And, as you know, their projec-
tions for the succeeding years are equally dismal. As I indicated
earlier, we are still dealing with thee(injghest unemployment rate in
the industrialized world. -

We have been living with the tragedy of an approximate 8 million
unemployed, month after month, nationally and an approximate 1
n%illion unemployed in California month after month. We are tired
of it.

It is our position that the government has to provide jobs when the
private enterprize system proves itself unable to do so. Now we are not
ready to exchange our system for one that would give all the powers of
production and distribution, exchange to government. We say that
presents a power before which no trade unionist or trade union, before
which no citizen could stand in any form of dissent. But, on the other.
hand, we say this. Our system provides full employment only in times
of war. And we think that that is too high a price for a civilized people
to pay for a functioning economy.

This problem is in one of its worst expressions now, but it has been
a continuing problem over the years. It 1s simply a question of antici-
pating when cruel unemployment will come, but we know it will come.
We have had two recessions in the past 8 years and we can go back,
1958, 1954, 1960. It is simply a question again, of anticipating when the
recession strikes. But we never have been able to get to full employ-
ment until the engines of war begin to roll.

Certainly union members in our major industrial centers in Cali-
fornia know what unemployment is like. In San Francisco in Decem-
ber 1975, the unemployment rate was 9.8 percent. That is—-

Ms. Evton. That is the five county bay area.

Mr. HexNING. Yes, and that is apparently down a little from No-
vember. In Los Angeles, 9.6 percent. In San Diego, 10.8 percent. In the
Riverside-San Bernardino-Ontario area, 11.9 percent.
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Job opportunities in California have not only failed to grow suffi-
ciently to even begin to approach full employment, but have declined
in absolute numbers during the past years. The national administra-
tion’s rationale is that high unemployment is essential to the control of
inflation. They keep repeating what we say out here. That is like telling
a man who is in the critical stages of emphysema that the cure is cancer
of the lungs. We are against both of these ailments and one is not
substitution of unemployment for inflation isn’t going to help the body
of American people. And furthermore, it deesn’t work.

The cost of fuel. food and interest rates, for example, are stealing
worker dollars and bring new and frightening bankruptcies to Amer-
ican industry. If we want growth sufficient to serve our economic and
social necessities. we must at once reject the ruinous policies of eco-
nomie containment espoused by the national administration.

We must have fiscal and monetary policies of expansion rather than
of restriction. The first step to fiscal maturity must be that of bringing
the country to the threshold of full employment. In a practical sense,
fiscal stability will come only when tax users become taxpayers. There
is no way of escaping the obligations now falling on the economy for
the care of those in need because of the ravages of unemployment, ex-
cept by liberalized fiscal policies. Now the national AFL-CIO, we have
supported them and I know the great body of thoughtful Congressmen
have espoused programs calling first of all for the release of $12 billion
in public works programs. Still impounded, the President did release
about 7 billion that were voted, incidentally, in the Nixon administra-
tion. He released about 7 billion for highways, but there is $12 billion
that could be given to this sick economic system for public works
transfusion.

We want public service employment. The President unfortunately
vetoed the efforts that Congress had enacted in that regard. We get the
arguments always of fiscal responsibility, but as indicated earlier, there
is no escape because if the government does not provide the jobs when
the private system proves itself unable to do so, then the welfare cost,
all the supporting cost of the unemployed mount.

In 1975, for example, $31 billion were spent for budget outlays for
unemployment benefits and other expenses directly related to low in-
comes and joblessness resulting from the recession. So the supporting
costs for this failing of the present policies are climbing. They are up
31 billion in 1975. That is up from $20 billion in fiscal 1974, up from
$14.3 billion in fiscal 1973.

Now we were all startled a bit out here by the surface information,
at any rate, that Secretary Simon is talking about the elimination of all
tax deductions. We don’t know how serious Secretary Simon is about
this, because at the time of the tax reduction debates in early 1975, he
was for tax relief going only to middle- and upper-income people on
the theory that lower income people, even if they were given tax re-
duction, couldn’t produce enough of what he called the hard goods to
get the economy moving, a calloused, cynical view, certainly and e
said at the time, an immoral view. But he has now called for the elim-
ination of tax deductions, Well, a good beginning would be on loop-
hole eliminations which could bring $20 billion in increased revenue
to the Federal Government.
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' Now when President Ford was entering the debates on the tax re-
duction proposals in 1975, indeed at the time he signed the bill, he
referred to the $61 million deficit and he said this far we go and no
farther. But if you will recall, at that time he never said a word about
this far we go and no further with respect to the unemployed of the
Nation. The number at that time was already catastrophically high. It
is a question of philosophy and political morality—economic sense.

" The monetary crisis is equally destructive. We call for the immediate
abolition of the tight money concepts that have, for example, made a
disaster area of the construction industry and frustrated land and
commercial development all across America. Certainly we must have
‘credit relief here and now for socially important projects in the sphere
of health, where we trail virtually every advanced nation in longevity
for men and women and the tragedy of infant mortality. The richest
of nations in these three categories fails to keep pace with all of the na-
tions of the Old World and the—that have lower rates of infant mortal-
ity, have longer rates of longevity for men and for women. So our
health system 1s not working.

It is ironic, the American economy demands the transfusion of money
availability. It is ironic that the advocates of creative capitalism should
be strangling their own cause with that of the worker-consumer public.
"We submit that the first duty of Washington is to put America back
to work and that fiscal and monetary policies must serve that purpose
as a matter of economic vitality and social survival. There isn’t any
nation in the world today, any industrialized nation that can long
survive continued mass unemployment without social protest, inevit-
ably at some point reach the perimeters of violence and the dissolution
of orderly Government. So there isnot only an economic stake involved
here, there is the stability of society itself. And those who have the
wealth of the Nation, those who control the economic destinies of the
nation and the industrial powers of this Nation should look abroad, 1f
they have any illusions about how long the masses of the people of any
industrialized nation will suffer joblessness.

So much for the immediate present, but we need more than crisis
planning. The California Labor Federation therefore submits the fol-

lowing action plan in terms of long-term solution.

First, Congress should require the President annually to submit to it
goals, policies, and programs to achieve full employment. Once again,
we protest, the President’s sense of moral outrage over the $61 billion
deficit which he says must go no higher. We are waiting for him to
say that uhemployment shall be no higher than 3 percent and to-say

it, with the same sense of moral indignation.

Second, the President should be required to propose specific Federal

tax, expenditure, budget, and monetary policies and programs to meet
the goals he proposes for full employment, balanced economic growth,
and national needs. , ) :

Third, Congress should establish a éonsultative body comprised of
‘major groups "1 the economy to review the President’s goals and pol-
‘jcies. The Council of Economic Advisers is after all, a political instru-

ment and the consultative body might be partly that but I think it
~could be more broadly objective. '
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Fourth, Congress should provide procedures for prompt congres-
sional review and action on the President’s economic goals and policies.

Fifth, the Federal Reserve Board as a key Government agency in
economic areas should be required to justify to the President and the
Congress the manner in which its policies concerning interest rates,
money supply, and the availability of credit will help meet the goals
and the objectives of national policy and among those national policies,
we give priority, of course, to full employment. We trust that Congress
will assume the responsibility for working toward a full employment
economy. No need to repeat what others have said here, that we can
trace the tragedy of the ghettos, social crime in effect, to the fact that
this economic system just doesn’t work as it should and it is up to the
Congress and the administration to provide the remedies that will make
it a functioning economy.

Chairman Humerrey. Thank you, very much, Mr. Henning.

Now, our next witness is Donald Vial, the director of the California
Department of Industrial Relations.

STATEMENT OF DONALD VIAL, DIRECTOR, CALIFORNIA DEPART-
MENT OF INDUSTRIAL RELATIONS

Mr. Vian. Thank you, Mr. Chairman, and members of the
committee. :

Without repeating any of the observations that have been made thus
far, T would like to focus my attention on some of the essential ingredi-
ents of public—of Federal policy that will enhance the potential role
of State government in promoting full employment. ’

Those of us in the Governor Brown administration who share some
responsibility for administering recession-sensitive programs, cannot
escape the reality of the present economie situation’s impact on work-
ing people, and I will supply the committee with a number of tables
indicating the nature of that impact, but it has been amply stated here
this morning. Even more upsetting than the outlook for levels of un-
employment above 5 percent for years to come is the harshness of the
uneven distribution of employment. Unemployment that has been de-
scribed here this morning so articulately.

What the average rate of unemployment hides, I think you all know
that States must confront in competing demands for public programs
within the confines of balanced budgets, recession diminished revenues,
and a capacity to borrow for job creation purposes, which is not only
limited, but very much influenced by Federal monetary and fiscal
policies. In the context of a rather bleak economic outlook, and I don’t
discount the possibility of an aborted recession, aborted recovery, there
is growing interest in what the State, a State the size of California
can do for itself. Governor Brown the other day has provided an
honest answer. Until the Federal Government intervenes more force-
fully in the economy to restore full emplo(yment, it is a matter of high-
est priority, California is left, I quote, “to fighting a rear guard ac-
tion.” We simply do not have the fiscal or monetary tools to turn un-
employment around this State.

The key to what the State can strive to do for itself economically is
what the State can expect out of Washington in the way of economic
policies and implementing programs which confront both the new
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realities, of natural resource constraints and the long continuing re-
ality of underemployed human and capital resources. Despite & long-
standing statutory commitment in this State to promote full
employment, the State’s economic policy role is very likely to remain
underdeveloped for the very reason that a policy vacuum exists 1n
Washington in dealing with the Nation’s commitment to full employ-
ment under the Employment Act of 1946.

Now -your midyear report, the projections of the Congressional
Budget Office in numerous proposals advanced before this committee,
are clear indications that the Nation doesn’t lack for policy alternatives
to put America back to work. What is lacking is concensus for action,
that can move the Nation beyond the unacceptable proposition that the
unemployed must pay for the price stability of the rest of us. _

Fears of so-called reflation, real or imaginary, should not be al-
lowed to rob us of our economic potential for meeting desperate human
needs. And I want to emphasize this in terms of the distribution of in-
come in this society. With the upper 20 percent of the population in
possession of more income than the bottom 60 percent, income distri-
bution demands the attention of economic policymakers. Our private
markets are responsive to money income and not necessarily to needs.
The prospect of relying on market mechanisms to bring about far-
reaching adjustments in consumption patterns occasioned by mount-
ing resource constraints, as in the case of oil, are greatly diminished by
the discriminatory impact of such market adjustments on the poor.
Income redistribution 1s becoming increasingly critical, in my opinion,
to the survval of our private market system. ‘And the point I want to
malce is that the most effective proven way of achieving redistribution
of income is by operating over long periods at tight, full employment.

Now inflationary pressures cannot be brushed aside. I would remind
you that in the short run an abortive recovery in the name of fighting
inflation translates into abortive product1vity increases urgently
needed at this time to offset—wage increases. In the long run, of course,
there are even more difficult problems. We don’t like to face, and cer-
tainly it is a grim idea, to face the necessity of prices and income policy.
T am certainly not advocating that, but if they are to have a role, it
must be in the context of some delivery system in this country for de-
livering on full employment. Certainly the experience of the labor
movement would indicate that they would not accept anything less.
And I think the only way that we can get this kind of delivery system
~ is by moving in a direction of the Humphrey-Javits balanced growth
and economic planning bill and the Humphrey-Hawkins equdl oppor-
tunity and employment bill. Now they move in a direction of providing
the delivery system for full employment that could be the undermin-
ing of so-called social compacts that may be a possibility in the future.
But that of course is speculation. ,

The pursuit of full employment policies, this is my fourth major
point, the pursuit of full employment policies must also come to grips
with public and private sector relationships in the context of national
priorities. It has been pointed out blind fear of deficits that are largely
the result of operating the economy at far below the potential is
rapidly becoming the basis for starving not only the public sector,
but denying-us the needed stimulus to the private sector.

A -t ,.":,Ev,'l
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The struggle to overcome these fears, these irrational fears is push-
ing priority issdes further into the background and as a consequence,
we may be rapidly reaching the point where questions of what kind
of stimulus and for whom nay be important, as how much. Tax cuts
advance to bolster purchasing” power and investments also need to be
viewed in terms of their effect on the allocation of resources to the
operation of private markets.

And we all know the dominated private markets, dominated ‘product
markets are very poor allocators of resources in addition to being
major sources of inflationary pressures. In this connection, Martin
Glick, the director of department of employment and development in
this State, has advanced the national work program designed to create
job opportunities in the private sector geared specifically to priorities
in housing, community development, transportation, energy develop-
ment and other specific labor intensive industries. And his proposals,
I want to emphasize this, reflect a State administrative perspective in
confronting the new economic realitics and reordered priorities. The
direction of economic stimulus is as important as the amount of
stimulus. This is also to emphasize that the way federally stimulated
demand comes into the State of California is critical to the potential
role of State economic policy in dealing with our own priorities and
our manpower policy objectives. Now I think these observations in
turn, highlight the importance of full employment policies and
strategy focusing on what full employment should actually look like
in this country. Those with an eye to the changes and the kinds of
changes in the product mix of the Nation that may be required by new
constraints on growth or required to realize priority objectives.

It is critically important that expansionary policies pursued at this
time to employ our underutilized labor and capital resources do so
in a way that facilitates, not exacerbates, the difficult adjustment of
consumers, labor and industry that may lie ahead. This new awareness
of our constraints may presage an era of more rapid change in what
constitutes the mix of products and services in this economy. The point
here is that the pain and cost burden of adjustments to those changes
can be mitigated or at least partially absorbed in the process of
moving the economy closer to full employment and reemploying our
underutilized labor and capital resources, but the onus is on com-
mittees such as this to begin, as economists say, disaggregating macro-
economie policies in a way required to achieve full employment. More
attention needs to be given to what is the impact of monetary and
fiscal policies on specific decisions by industry. And I would espe-
cially emphasize this as I have in my printed testimony, “A Close
Look at Investment Tax Credits,” for their specific impact also. These
considerations

Chairman Humrarey. Do you recall the old certificates of the
necessity that were once used to stimulate—you are a very young man,
you maybe don’t recall them. Back in about the late

Mr. Vian. Thank you, I am not that young, but I do recall

Chairman Hunrarey. The early 1950’s there used to be what we
called certificates of necessity, where you get special tax writeoffs, get
special rapid depreciation and tax credits and so forth.

Mr. Vian. These considerations underscored the vital importance
of being able to achieve the kind of consensus that is required to target
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and disaggregate macropolicies. The obvious need is for policy vehicles
which move the Nation beyond the kind of trade-off between blunder-
buss or no action that too often dominate economic policy decisions
today. And I might add, I hope you will consider that Federal efforts
at targeting expansionary policies, and this for the reason of reaching
a meeting of national priorities, might allow the States more room
for experimenting in the refinement of national consensus, the absence
of which might otherwise block the targeting of our efforts and more
blunderbuss approaches.

My final point that I want to make in the same vein is the pursuit
of full employment policies requires a sharper focus on the composi-
tion of unemployment, as has been emphasized here this morning, and
on specific employment rates to be reduced as well as on the reduction
of the average jobless rate to an acceptable level. Here again, the so-
called disaggregation of monetary and fiscal policies would inevitably
make more room for development of the role of State economic policy,
particularly in the area of manpower programs. ’

The targeting of job creation to unemployed groups, however,
raises many important questions about emergency job programs and
particularly about the role of public service employment. Emergency
job programs in the wrong context, and I want to emphasize in the
wrong context, and specifically in the absence of expansionary policies
aimed at utilizing underemployed resources to achieve a reordering
of priorities can become vehicles for substituting deadend lower paid
jobs for higher paid jobs being lost in a sluggish economy operating
at below capacity.

Certainly some of the proposals of Mr. Burns fall in this category,
but I also urge you to look carefully at your emergency jobs program,
to make sure that it doesn’t fall in that category also. Now likewise
public service employment advanced as a substitute for more tradi-
tional income maintenance programs in a antirecession context is
fraught with similar problems. PSE has an important role in a full
employment strategy, but as our State EDD director has pointed out,
and T quote, “Expanded public service employment as a solution to
unemployment is a last resort in the truest sense of the phrase, ‘last
resort’.”

Equally important, PSE which has an antirecession focus, must
be clearly distinguished from PSE as in title 2 of SEATA, which
has an antipoverty purpose with built-in transitional provisions for
upward mobility. The latter, even in good times, is vital to achieving
some of our major SEATA. goals.

Chairman Humpnrey. I think we understand that differentiation
there, yes., .

Mr. Viar. And you have emphasized that in your mid-year report.
I will conclude on this note, since the manpower policy is perhaps the
main area in which States like California can begin to develop their
own economic policy roles, Congress would do well to reexamine the
extent to which new approaches to targeting job creation efforts could
bring about greater experimentation at the State level. Now within
the framework of a national delivery system for tight full employ-
ment, such experimentation at the State level might embrace some
of the active manpower approaches of the Swedes, which would lend
themselves to Federal-State implementation in the United States.

79-189—77-—4
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These would include private sector alternatives to antirecession
oriented PSE programs which maintain private employment without
the possible su%stitution of lower paid jobs for higher paid jobs.

From a State perspective, however, the realization of a higher level
of economic policy relationship with the Federal Government, be-
tween the Federal Government and the State must rest in the final
analysis on finding the ways and means of providing the States with
greater access to discretionary funds made available to implement
national full employment objectives. General revenue sharing as cur-
rently being implemented, without links to more effective Federal
intervention in the economy is not responsive to this requirement.

Moreover, labor and the minority communities are rightly con-
cerned that without linkages to national full employment objectives
and priorities, general revenue sharing can be terribly reactionary in
its outcome, especially in the context of current national administra-
tion policies to shrink the public sector without compensating actions
to make the private sector more responsive to the upward mobility
of those hanging on to the lower rungs of the Nation’s economic lad-
der. Thank you, Mr. Chairman.

[The prepared statement of Mr. Vial, along with the article by Mr.

Glick, follow :]

PREPARED STATEMENT OF DONALD VIAL

1. Those of us in state government who share some responsibility for ad-
ministering recession-sensitive programs and services cannot escape the reality
of the present economic situation’s impact on working people. (Reference to
tables depicting current unemployment rates in California, differential rates
Letween California and U.S. historically, changes in the structure of employ-
ment in the state in recent years, and characteristics of the unemployed cov-
ered by unemployment insurance.) ’

Even with the adoption of the expansionary recommendations contained in
the JEC’s midyear review of the economy, including the emergency jobs pro-
gram, recovery would be slow and unemployment would remain above five per-
cent for years to come.

More depressing is the harshness of the uneven distribution of unemployment
smong our youth, minorities, and those who function in so-called unprotected
or secondary labor markets characterized by low wages, rapid turnover rates,
and frequent unemployment spells even in good times. What the average rate
of unemployment hides, the states must confront in competing demands for
public programs and services within the confines of balanced budgets, lagging
or recession-diminished revenues, and a capacity to borrow (for job-creating
purposes) which is not only limited, but very much influenced by fiscal and
monetary policies of the federal government.

2 In the context of a rather bleak economic outlook—including the very
real possibility of an aborted recovery—there is growing interest in what a
state the size of California can do to help itself. Governor Brown has pro-
vided an honest answer: Until the federal government intervenes more force-
fully in the economy to restore full-employment as a matter of highest priority,
California is left to “fighting a rearguard action.”

California can move only with the national ecomomy. Obviously, it does not
have the fiscal and monetary tools of the federal government to turn itself
around. . :

The key to what the state can strive to do for itself economically, in truth,
ig what the state can expect out of Washington by way of economic policies
and implementing programs which confront both the new realities of natural
resource limits and the old realities of underemployed human and capital re-
sources. Under accommodating national economic policies, there is much that
the state might be able to do to affect the outcome of manpower policies to
improve the operation of labor markets, to reconcile the necessity of a healthy
business climate and economic growth with environmental constraints, and to
influence allocational decisions which will bear heavily on our ability to pursue
priorities with balance and a sober sense of what is achievable. -
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Despite a long-standing statutory commitment to promote full employment,
the state’s economic policy role is very likely to remain. underdeveloped for the
very reason that a policy vacuum exists in Washington in dealing with the
nation’s commitment to full employment under the Employment Act of 1946.
From a state perspective there are a number of considerations which should
be given immediate attention in filling the vacuum.

3. The JEC's midyear report, the projections of the Congressional Budget
Office, and the numerous job-creating proposals advanced before the .Commit-
‘tee are clear indications that the nation does not lack for policy alternatives
to put America back to work. What is’ lacking is a consensus for action that
can move the nation beyond the unacceptable proposition that the unemployed
must pay for an acceptable level of price ‘stability for the rest of the nation.
Fears of so-called  reflation—real or imaginary-—should not be allowed to rob
us of our economic potential for meeting human needs and advancing the con-
ditions of life for the millions that continue to live in the shadows of apparent
abundance.

With the upper- twenty percent of the population in possession of more in-
come than the bottom sixty percent, income distribution demands the attention
of economic policy makers. Our private markets are responsive to money income,
and not necessarily to needs. The prospects of relying on market mechanisms
to bring about far-reaching adjustments in consumption patterns occasioned
by mounting resource constraints (as in the case of oil) are greatly diminished
by the discriminatory impact of such market. adjustments on the poor. Income
redistribution is becoming increasingly critical to the survival of our private
market system. The most effective proven ‘way of achieving redistribution of
income is by operating over long periods at tight full employment.

Inflationary pressures cannot be brushed aside, but they should be confronted
directly rather than at the expense of the unemployed whose “non-inflation”
tax is often 1009% of income. In the short run we would do ‘well to remember
tiat an aborted recovery in the name of fighting inflation translates into aborted
productivity increases urgently needed at this time to offset “catch-up” wage
increases. .

In the long run, short of structural changes in the economy aimed at reducing
corporate power to administer prices, continuing inflationary pressures may
make it impossible to avoid serious consideration of prices and incomes policy,
as distasteful as this idea remains. The experience with controls under the
Nixon Administration, however, presents serious problems for labor. Price and
incomes policy in the context of “social compacts” may he on the horizon, but
without some assurances that there can be “delivery” on the compacts, labhor
can hardly be expected to be interested. In this connection, the Humphrey-Javits
Balanced Growth and Economic Planning bill and the Hawkins-Humphrey
Equal Opportunity and Full ‘Employment bill move in the direction of providing
the delivery system for full employment that could be the underpinning of social
compacts. .

4. The pursuit of full employment policies must come to grips with public and
private sector relationships in the context of national priorities. Blind. fear of
deficits that are largely the result of under-utilized labor and capital resources
in a sluggish economy operating far below potential is rapidly becoming the
basis for starving the public sector and denying needed stimulus to the private
sector. The struggle to overcome these fears appears to be pushing priority issues
further into the background. We may be rapidly reaching the point where ques-
tions of what kind of stimulus, and for whom, may be more important than how
much. . . .- ..

Tax cuts advanced to bolster purchasing power and investments also need to
be viewed in terms of their effect on the allocation of resources through the opera-
tion of private markets. In addition to tax equity issues, expenditure alterna-
tives should be considered for purposes: of targeting to achieve priority
objectives. : : .

" Dominated product markets, of which there are many, are poor allocators of
resources’'in addition to being major sources of inflationary pressures. It it wise
to bolster spending in private markets through tax cuts which might lead to
expansion in low priority directions when the same economic stimulus could be
achieved through expenditure programs. which stimulate private enterprise in
higher priority directions? Was it wise in 1971 on the eve of the first oil crisis,
for example, to enact tax cuts oriented toward business investments which stim-
ulated the production of guzzlers instead of investments in transit technology
and transit systems?
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I inelude an article by Martin R. Glick, Director of the Employment Develop-
ment Department in California, advancing a national work program designed
to create job opportunities in the private sector geared to priorities in housing,
community development, transportation, energy development and other specific
labor-insensive industries. His proposal reflects a state administration perspective
that, in confronting the new economic realities and reordering priorities, the
direction of economic stimulus is as important as the amount of economic stimu-
lus. This is also to emphasize that the way federally stimulated demand comes
inte California is critical to the potential role of state economic policy in dealing
with our own priorities and manpower policy objectives.

5. These observations, in turn, highlight the importance of full employment
policies and strategies focusing on what full employment should. look like, both
with an eye to changes in the product-mix of the nation that may be required by
new constraints on growth or required to realize priority objectives. It is criti-
cally important that expansionary policies pursued at this time seek to employ
underutilized labor and capital resources in ways that facilitate—not exacer-
bate—the difficult adjustments for consumers, labor, and industry that may lie
ahead.

Our new awareness, nationally and internationally, of the necessity.to develop
and utilize energy resources less wastefully and to advance the level of environ-
mental and land-use considerations in growth decisions presages an era of more
rapid change than in the past in the product-mix of the economy. Governor
Brown speaks of these changes in terms of lowering expectations as we face up
to the adjustments in consumption patterns.

Tn economic terms overall, it may well be the case, for example, that job-
creating investments for pollution abatement and energy conservation will re-
quire more rather than less units of labor and capital for a given level of
production of conventional goods. The distribution of poth the cost of such
investments and the burden of adjusting to the resultant change in product-mix’
(for instance, more clean air and better health relative to conventional goods)
can be most painful, especially for workers whose jobs are displaced in the face
of new growth and for low- and moderate-income families with little or no dis-
cretionary income to cope with private market adjustments.

The point here is that the pain and cost burdens can be mitigated or partially
absorbed in the process of moving the economy closer ‘to full potential and re-
employing underutilized labor and capital resources. The onus is on disaggrega-
tion of macro-economic policies required to achieve full employment. More atten-
tion needs to be given to the micro-cconomie impact on industry of monetary and
fiscal policies. -

By way of example, across-the-board investment tax credits that may stimu--
late needed investments and jobs, unless targeted more specifically for desired
investment impact, can have the undesired side-effect of magnifying clearly
identifiable adjustment problems on the horizon.

These considerations underscore the vital importance of being able to achieve:
the kind of consensus required to target and disaggregate macro-policies. The
obvious need is for policy vehicles which move the nation beyond the kind of
trade-off between blunderbuss or no action that too often dominates economic
policy decisions today. It might be worthy of consideration that federal efforts
at targeting expansionary policies (for national priorities and related economic
adjustments to new constraints) allow the states more room for experimenta--
tion in the refinement of natioral consensus, the absence of which might other-
wise block targeting and result in more blunderbuss approaches.

6. In the same vein, the pursuit of full employment policies requires a sharper-
focus on the composition of unemployment and on the specific unemployment
rates to be reduced, as well as on the reduction of the average Jobless rate to
acceptable levels. Again, the need is to disaggregate fiscal and monetary policies
for the purpose of targeting job-creation efforts, bearing in mind potential bot-
tleneck problems to be obviated in the operation of labor markets. A disaggre-
gated thrust to monetary and fiscal policies would inevitably make more room.
for development of the role of state economic policy, particularly in the area
of manpower programs.

The targeting of job creation to unemployed groups—whether they be minor-
jties, youths, construction workers. or others—raises many important questions
about emergency. job programs and particularly about the role of public service
employment in relation to manpower. policy under the Comprehensive Training-
and Employment Act (CETA).
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Emergency job programs in the wrong context, and specifically in the absence.
of expansionary policies aimed at utilizing underemployed resources to achieve
a reordering of priorities, can become vehicles for substituting dead-end, lower
paid jobs for higher paid jobs being lost in a sluggish economy operating at far
below capacity. Certainly, some of Mr. Burns’ proposals fall in this category.
But the emergency jobs program advanced in the JEC’s midyear report comes
close to temporizing with the same outcome, even though the projects to be
undertaken are in areas of great public and social need and provision would be
made for limited participation of private businesses along with local or state
governments, nonprofit organizations, and federal agencies.

Likewise, public service employment (PSE) advanced as a substitute for
more traditional income-maintenance programs in an anti-recession context is
frought with similar problems. PSE has an important role in a full employment
strategy, but as State EDD Director Martin Glick has pointed out, “expanded
public service employment as a solution to unemployment is a last resort in the
truest sense of the phrase ‘last resort’.” Equally important in this truest sense,
PSE which has an anti-recession focus must be clearly distinguished from PSE,
as in Title II of CETA, which has an anti-poverty purpose with built-in transi-
tional provisions for upward mobility. The latter, even in good times, is vital to
achieving some of the major goals of CETA.

Since manpower policy is perhaps the main area in which states like Cali-
fornia can begin to develop their economic policy roles, Congress would do well
to examine anew the extent to which new approaches to targeting job creation
efforts could bring about greater experimentation at the state level.

Within the framework of a national delivery system for tight full employ-
ment, such experimentation at the state level might embrace some of the active
manpower approaches (as alternatives to prices and incomes policies) of the
Swedes which would lend themselves to federal-state implementation in the
U.S. These would include private sector alternatives to anti-recession oriented
PSE programs which maintain private employment without the possible sub-
stitution of lower paid jobs for higher paid jobs.

¥rom a state perspective, however, the realization of a higher level of eco-
nomic policy relationships between the federal government and the states must
rest in the final analysis on finding the ways and means of providing the states
with greater access to discretionary funds made available to implement national
full employment objectives. General revenue sharing, as currently being imple- -
mented without links to more effective federal intervention in the economy,
is not responsive to this requirement. Moreover, labor and the minority com-
munities are rightly concerned that without linkages to national full employ-
ment objectives and priorities, general -revenue sharing can be terribly
reactionary in its outcome, especially in the context of current national admin-
istration policies to shrink the public sector without compensating actions to
make the private sector more responsive to the upward mobility needs of those
hanging on to the lower rungs of the nation’s economic ladder.
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TABLE 2.—CHANGES IN NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT, MAJOR INDUSTRY GROUPS AND
SELECTED ! MANUFACTURING SUBGROUPS, CALIFORNIA, SEPTEMBER 1973-75

. Wage and salary workers Change in employment, September
in September (in thousands) to September
Industry 1973 1974 1975 1973-74 1974-75 1973-75
Total ool - 7,763.2 7,934.6 7,863.0 +171.4 —71.6 +99.8
Mineral extraction. - ... o ceeaoeo 30.9 31.4 32.6 +0.5 41.2 +1.7
Construction. __.. 371.6 341.5 304.1 -30.1 —37.4 —61.5
Manufacturing_ ... 1,711.7 1,746.5 1,629.3 4+34.8 —117.2 —82.4
Nondurable goods..._._......... 589.6 600.0 582.3 +10.4 -17.7 -1.3
Durable goods. ... .c.eooo.o. 1,122.1 1,146.5 1,047.0 ° +24.4 —99.5 —175.1
Apparel and other textile products. 90.9 . 92.9 88.4 +2.0 ~4.5 —-2.5
Rubber and plastic products. ...... 53.8 53.2 46.6 —0.6 —6.6 -7.2
Lumber and wood products__ - 58.3 53.1 47.5 —5.2 —5.6 —-10.8
Furniture and fixtures 48,2 45.5 41.2 2.7 —4.3 —1.0
Stone, clay and glass products? 56.7 55.4 51.7 —1.3 -3.7 —5.0
Primary metal industries..._ 60.8 61.2 56.4 +0.4 —4.8 —4.4
Fabricated metal products 124.6 127.6 115.5 +3.0 -12.1 -9.1
Machinery, except electric: 160.5 177.5 160.8 -17.0 —16.7 +40.3
Electrical  equipment and
[ 262.8 270.7 248.8 +7.9 -21.9 —14.0
Motor vehicles and eq 43,7 43,1 317 —0.6 —11.4 -12.0
Aircraft and parts. 140.7 142.9 132.5 +2.2 -10.4 -8.2
Instruments and related products. 42.8 46,7 Al.9 +3.9 —4.8 —0.9
Transportation and utilities. ......... 480. 4 434.1 470.6 +3.7 —-13.5 —9.8
Trade.. . oeeoooocooiooeo.os 1,737.2 1,790.0 1,773.8 +52.8 -16.2 +-36.6
Finance, insurance, and real estate. 432.7 444, +11.3 +2.9 +14.2
Services 1,511.2 1,564.7 1,586.6 —53.5 +21.9 +75.4
Government.__ 1,487.5 1,5632.4 1, 619. +44.9 +86.7 +131.6
Federal. . ooeeemeememaieaanas 309.1 312.9 317.0 +3.8 +4.1 +7.9
State and lacal . . ..ooooeoeoon 1,178.4 1,219.5 1,302.1 +41.1 +82.6 +123.7

1 Manufacturing industry subgroups shown are those in which absolute job loss exceeded 4,000 over entire period or the

year ending September 1975.
2 Losses in this industry were concentrated in concrete, gypsum, and plaster products.

3 Losses concentrated in electric lighting and wiring equipment and electronic components and accessories.
Source: Employment Data and Research Division, Employment Department, State of California.

TABLE 3.—CHARACTERISTICS OF THE INSURED UNEMPLOYED, NUMBER OF PERSONS FILING CLAIMS FOR REGULAR
. . STATE UNEMPLOYMENT COMPENSATION

Total insured unemployed—

The week ending July 20, The week ending July 19, The week ending July 18,
: 1973 1974 1975

. Percent Percent . Percent
Characteristics Number distribution Number distributon Number distribution
Total claimants__.______c.coooooo... 200, 500 100.0 276, 100 100.0 420, 800 100.0
Age under 25 years.... X 16.6 52, 300 18.9 85, 800 20.4
Age 45 years and ovel 74,400 37.1 97,200 35.2 128, 200 30.5

Weeks of current unemployment:
1to 2 weeks total 38,600 19.2 . 45,700 16.6 49, 000 11.7
Age 45 years and over. 14, 000 7.0 15, 000 5.4 31, 100 7.4
15 weeks and over, total. 1, 500 20.7 65, 200 23.6 131, 500 31.3
Age 45 years and over. 18, 200 9.1 25, 400 9.2 43, 500 10.3

Industry distribution:

Contract construction. 21, 500 10.7 54, 500 19.7 60, 100 14.3
Manufacturin e 59, 500 29.6 75, 600 27.4 144, 500 34.3
Food and kindred products._. 13, 200 6.6 17,000 6.1 , 900 5.6
Wholesale and retail trade.....__. 41,600 20.8 47, 500 17.2 67,100 15.9
Services. ..o .oeoo-. 52, 900 26.4 62, 500 22.7 86, 600 20.6
4.1 92,700 33.6 159, 500 37.9

L 88, 400

Source: Operations Report, Employment Development Department, State of California ,July 1975 and July 1974.




TABLE 4.—COMPARISON OF UNITED STATES AND CALIFORNIA UNEMPLOYMENT RATES, 1950-75

Unemployment rates

California
United
Year or menth 0ld method New method States

Annual averages:
1

FONDBENDNDONDMED OO
MO i O OO OWDW00 NS OO m NI~

)
)
)
)
)
)
)
)

975
Seasonally adjusted monthly rates—1975:
January.

000000000000 PUTANMNEWLWWWACINNIDUIUG & h aNWWN
WD B DNLO NN+ TN D T D LD U100 00 W1 WD wd T nd T L1 00 L N I O3 L0 o 00 03

9
8
7
3
9
0
1
7
3
8
1
3
0
6
9
1
2
3
0
0
6

o000

Source: Employment Data and Research Division, Employment Development Department, State of California, Annual
Manpower Planning Report, California, 1974 and Technical Paper Series LF 6.2, February 27, 1963.

Attachment.
THE NATIONAL WORK PROGRAM
(By Martin R. Glick)

A PROPOSAL FOR A NATIONAL POLICY AND PROGRAM
TO GET AMERICA BACK TO WORK

| The Federal Government must act quickly and decisively to reduce unemploy-
ment. The following is a proposed Federal policy and plan of action, the National
Work Program.

Policy

The Federal Government has responsibility to mandate such national policies
and programs as may be required to insure that the maximum possible number
of American workers can obtain useful employment at fair rates of compensation.

The private sector of the labor market is and should continue to be the nation’s
primary employer. National policies and programs should be directed toward
the creation of additional jobs in the private profit and non-profit sector.

Government should not hire massive amounts of new employees as a short-
term or long-term solution to unemployment. Exeprience clearly reveals that it
is next to impossible to cut back public payrolls once people get on them.

-
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In a state of national emergency such as the one we now face, publicly-
financed work projects operated in and by the private sector economy, which
produce positive and concrete benefits to the community at large, which are at
least 659% labor intensive, and which would not otherwise be undertaken should
be the alternative public measure to create jobs. Expanded public service employ-
ment as a solution to unemployment is a last resort in the truest sense of that
phrase “last resort”. Only after all other measures, including public work in
the private sector, have been tried and found wanting should government con-
sider substantial additions of public employees.

Program elements

1. A National Public Work Program should be established by the Federat
Government. Sufficient funds should be appropriated for the creation of job
opportunities in the private sector, along with immediate redirection of non-
productive cash transfer funds such as extended Unemployment Insurance bene-
fits. The money would be passed through state agencies to non-profit and to
profit entities on a competitive basis for each project which the state determined
to undertake.

2. Funding for the public work projects should not be limited to a specified
time. The length of the work will vary depending on the time to complete the
project. The persons hired as a result of the jobs created will be employees of
the private employers and not of the state. Created jobs must employ a balance
of skilled (25-309% ), semi-skilled and unskilled workers.

The rights of all citizens to equal job opportunities must be protected.

3. Priorities for National Work Program job creation projects should include
substantial economic development and fiscal support of programs which involve:

(a) The Housing, Construction and Community Development Industry, to
include housing rehabilitation and structural improvements to provide safe and
healthful housing; development of housing which low and moderate income
families can afford ; housing improvement loans for red-lined districts; neighbor-
hood beautification and public works improvement.

(b) The Transportation Industry, with revenues made available for develop-
ment of energy-saving transportation alternatives, including inter-city mass
transit.

(c) The Energy Producing Industry, as technology permits, with special incen-
tives for labor intensive, ecologlcally sound projects to tap alternative energy
reservoirs.

(d) Similar industries which have high labor intensive potential and which
contribute substantially to the improvement of urban and rural commaunities, to
the preservation of national resources and to the security and well-being of
individual citizens. Such projects might include urban beautification projects,
parks and recreation development and maintenance, development of hiking
trails, rehabilitation of school bulldmgs and play grounds, conversion of avail:
able structures to child care centers.

4. As a complement to the National public work effort, present public service
employment programs and Comprehensive Employment and Training (CETA)
programs should be fully funded and maintained.

5. Job creation strategies must also include other effective efforts to produce
unsubsidized employment:

® A labor intensive tax credit fo provide positive tax incentives to industry
for capital expansion which results in the direct and indirect creation of
additional jobs;

e Iffective economic disincentives on American multinational corporations to
prevent capital expansion and employment pract1ces Whlch exclude American
citizens from job opportunities;

® T.oosening capital supply through changes in monetary practlces of the
Federal Reserve Board and providing tax cuts throuvh enactment of special
legislation.

Cost

® The appropriation to finance the National Work Provram would bhe 204
. billion dollars. Conservatively speaking there would be immediate savings of
2.5 billion dollars in welfare payments, food stamps, and medicaid, 8.5 billion
dollars in extended unemployment insurance benefits, and 6 billion dollars in
regular unemployment insurance benefits. The net maximum cost therefore
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would be 8 billion dollars. This does not take into account, however, the increase
in income tax revenues that would occur with 5.1 million new wage earners in
the work force and with a stimulated economy producing increased earnings for
those now working. It also does not take into account the high emotional and
dollar costs that massive unemployment produces in crime, drug abuse, alco-
holism, family separations, and loss of self-esteem. The anticipated impact of
these expenditures is a net reduction of unemployment to approximately 3%.
Conclusion

Unemployment continues to be the nation’s most critical domestic problem.
The Federal Government alone in the public sector possesses the authority and
power to mobilize the resources required to solve the problem. Decisive action
as outlined in this proposal is urgently needed. We submit this proposal to the
Vice-President and the Domestic Council as a responsible and effective approach
to get the nation’s labor force back to work.

Chairman Huymerrey. Well I thank you, Mr. Vial, for a thoughtful
and provacative statement. It is the sort of thing that we need here
and we will certainly be back to talk to you not only here, but on an-
other occasion. Our concluding witness 1s Mr. Weyerhaeuser and we
are very fortunate to have you, Mr. Weyerhaeuser and we look for-
ward to your testimony.

STATEMENT OF GEORGE H. WEYERHAEUSER, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, WEYERHAEUSER CO.

Mr. WevereAEUsER. Thank you, Mr. Chairman, and members of
the committee. I am delighted to be here.

I have to say, first of all, I am a little bit surprised to find myself
in southern California, representing the Oregon territories. But
nevertheless, I will try to cover the territory.

Chairman HumpaREY. Your company has a great impact on our
economy and our economy has a great 1mpact on your company. So
we thought it would be good to hear from you.

Mr. WEYERHAEUSER. Well, perhaps my qualifications might line up
a little better by saying that we are in the homebuilding business in
California in a major way, and across the country, and I was asked
to comment some on the housing situation.

Our industry, described as forest products covering both pulp and
paper, and the building materials that come from timber, is the largest
employer in the States of Washington and Oregon in the aggregate.
gur company does employ some 20,000-22,000 people in those two

tates.

I did treat in my paper, which I submitted, with the longer term
aspects of employment capacity and problems that I see in both the
pulp and paper and wood products parts of our industry as well as
with the concerns that I have with respect to the damage that inflation
has done in the housing sector.

The housing, of course, I do not have to say is if not the major cer-
tainly one of the major job creating sectors in the economy, and it has
a terrific implication with respect to other supplying industries—
appliances, furniture, et cetera—that are tied to housing’s fortune.
It has a tremendous ripple effect. )

In housing, 1975 was a “recovery year.” But I would have to say
that if that is recovery, give us something else because we are still
now in the housing market only at levels of about 68 percent of the
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1972 levels in single-family housing and 26 percent of the multifamily
levels 4 years ago. So not only are we not providing more jobs—I am
obviously comparing from a peak. But nevertheless, from peak to
valley is an awfully big fall and the valley was not in 1975. The valley
was 1n 1974. So even in a recovery year, we are only a very small por-
tion of the way back to the previous level. .

The wood products industries, of course, are basic suppliers to
ﬁous@ng and, therefore, they are critically affected by the levels of

ousing.

We %ave both in housing and in wood products some significant
supply problems. It is not oxﬁy a demand problem.

In the housing area, it is obvious that 1n many areas of the country
there 1s a wide lIgiiscrepa,ncy between the desire for more housing and
economic housing, and the desires of peoples in the localities where
housing is to go to, in fact, not see too much improvement, not too
much activity, not too much growth which, in effect, is working against
the cost very, very dramatically. I say that specifically with respect to
California. In our activities here we find it very, very difficult to get
approvals. There are long lead times. The costs of developing land
for housing are going up dramatically. Part of those costs are by
virtue of the regulations, the basic bias of localities against further
housing development.

Chairman Humparey. That is rather characteristic, is it not?

Mr. WevernAEUsER. It is rather characteristic, and I don’t choose
southern California as being any worse than
Chairman Humparey. We are having the same thing up home.

Mr. WeYErRHAEUSER. But this is playing a very major role in driv-
ing housing out of the cost range of many people, the price range that
many people can meet. It is driving housing, in effect, to a smaller and
smaller portion of the total public. The housing industry is in- a
dramatic state of ill health partly because of that. We just are going
to a thinner and thinner market, forcing the costs up. We are not pro-
viding housing and we certainly are not achieving levels of employ-
ment. It is a very, very sick industry. I think you will find little
quarrel with that.

In the related employment in Oregon and Washington in the wood
products industry, we are down actually about 9 or 10 percent from
the levels of 2 or 3 years ago. So we are not providing, again, any
growth in the Northwest in the job sector up there, one basic job sector
from this forest products industry. '

One of the reasons we are having problems in the supply side up
there is that we are having timber supply problems because of our
dependency upon the Federal Forest Service for timber. Uncertainty
about Forest Service priorities and policies and threats of reduction
in annual cut have helped keep public timber sales scarce, and keep
the auction prices very high even when product prices and final demand
has been dropping significantly. So we have in the primary production
sector up there a very major problem, and clarification of Federal
objectives on government timber, increased investment in timber
growth on Federal lands, would be a major help in protecting the
small business segment of our wood products industry from disaster
during domestic housing slumps. So we not only have problems on
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the converting side, the building of houses. We have problems on
the supply side in terms of raw material.

1 think that in the short term, improvement in the housing market
is going to be needed to bring employment levels back both in housing
and wood products to anything like satisfactory levels. We think that
some transitional help is required in the financing of multifamily hous-
ing, which has really been clobbered by the inflationary factors and
cost factors.

1t is so sick today, however, that during this interim period we think
that single-family housing is going to have to be the primary vehicle
for recovery in housing, and that short-term stimulus should come
through the release for single-family housing of the $2 billion already
appropriated for mortgage interest subsidy under the tandem plan.
We think that is an appropriate short-term move.

We think if the longer term is to be served, however, that Govern-
ment mortgage programs should be managed so as to hold mortgages
during periods of money shortages and high interest rates, rather than
purchase and resell immediately where, in effect, they are competing
for funds right back in the market and taking it out of conventional
financing. So, in fact, they are not solving the stabilizing or longer term
supply situation. They are merely rolling over

Chairman HusrpHrey. Just helping ourselves, the Government.

Mr. WeyerHAEUSER. Exactly. So I think some change has to be
effected in that arena.

I think the long term goal is to stabilize. We have a terrific economic
dislocation in housing. Tiverybody knows it. I am not telling you any
thing you have not heard many, many times. But the costs, the effect
of placing honsing in existence at anything like a reasonable cost off of
the terrific cvclical effect of people going into business and out of busi-
ness, employing people or unemploying people—the implied cost of a
highly ecyclic industry like this, the effect of that on the long-term cost
end I have never seen adequate studies made of. But it is absolutely tre-
mendous because most of the major builders in home building—and I
don’t mean great big companies; a lot of builders are not very big—all
over the country have gone up and down and in and out. They are on
the outside, and we are going to have a heck of a time getting the hous-
ing industry geared back up when we have the mortgage money
available and the demand there.

The cost of these cycles is just absolutely terrific to the whole
economy. So' some smoothing of that through the financial side—
housing is the primary victim of distintermediate of the periods when
long rates get to be very, very high, when you have also the short rates
moving up so that other avenues or intermediate financing are more
attractive than housing. There is a flow of funds out of housing and
it is more cyclical than the economy as a whole and that has got be
addressed if we are going to solve the supply side of housing over the
}fonger term in any kind of cost pattern that people can afford to pay

or.

The other side of the equation that I talked about was the effect of
inflation and the environmental effects on basic manufacturing facili-
ties that we have in pulp and paper, which is the other part of our
major employment base, a major part of our business in the Northwest
and elsewhere.
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Several Federal studies have indicated the inflationary . effect of
our national environmental control system has been small. These stu-
dies have tended to average out pollution control expenditures through
all industry, and have amortized the cost over extended lengths of time.

Unfortunately, that approach is just totally inadequate because, n
fact, those expenditures are more heavily focused in primary industry
where we have bottlenecks. Second, they happen to be paid in the
here-and-now. However you want to handle it on bookkeeping, the
funds flow comes right out of capital expenditures which otherwise
could go to capacity expansion. So when you have a shortage of basic
manufacturing capacity, it is not a long-term problem. It is a short
term problem. This is exactly what happened in a lot of the basic in-
dustries in the period of 1974. When we have 10 percent, inadequate
capacity to meet the demand, prices double. So you are talking about a
period In which the difference between having capacity in place or
having been eliminated, or by virtue of not having capital availability,
or of having retired facilities that were on the edge of obsolescence
for environmental reasons absolutely contributed in a major way to
the inflationary blowup that took place in 1974. i

Chairman HumearEY. Did Government people ever listen to that
practical kind of an approach?

Mr. WEYERHAEUSER. 1 have presented for the paper industry on sev-
eral occasions our analysis of that overall situation. I have heard it for
steel and chemical. But is is a different-question of whether it has been
spoken or whether it has been heard, sir. I would question whether it
has been heard. ' :

You immediately get into the question, well, “You are against
motherhood because you really are just asking for a license to continue
pollution, and you are not taking care of the basic problems in the
environment.”

Tt is our very strong conviction that we can take care of the basic
problems in the environment if we address the needs at the local level,
if we address the needs of the environment, not of standard effluent re-
quirements that are addressed irrespective of the economic consequ-
ences, job consequences, capital consequences on a national, uniform,
broad scale legislative approach. In other words, I think our.environ-
mental standards should be turned around now, not to roll the clock
back, but now prospectively to address the problem: What is actually
needed in each environment? And addressing a particular set of am-
bient conditions rather than a national future zero pollution goal which
ignores the economic and job consequences in these basic industries
which are going to be critical in the next inflationary cyele, which I
predict will be in 1977-78. They go far beyond the inflation just in
the primary sectors, because if we are short on the basic metals, metal-
producing chemicals, utilities, and I will include pulp and paper, what
happens in the secondary industries? Well, what happens is they are
short of raw materials. When they are short of raw materials, their
prices go through the overhead. So you are constricting, from the
supply side, the whole equation. I dor’t think that has been adequately
addressed in our national policy. _

Now, I proposed a number of solutions which, again, would fall in
the category of self-serving in the sense that we are a large heavy
industry and we are capitalintensive. But I would say this, that unless
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and until we address head-on the question of the investment capital
needed to flow into primary industry, I don’t think we are going to.
have the job creation. They are tied together. You cannot have one
without the other. I think we are going to have to address the question
of the capital formation issue directly with the employment issue, and.
understand what our economy really requires in these major sectors.
and, in fact, tie some kind of permanent, investment tax credit in

inflation-related, depreciation indexes. :

One of the big problems is that we are depreciating equipment on.
10-year-ago values, and we cannot replace it. So when we come to re--
placement of equipment, in order to maintain plants and build new-
plants, we are coming into today’s costs or tomorrow’s costs, which are-
two and three and four times what they were at the time the equip--
ment went into place. So we have grossly inadequate depreciation.

allowances. ,
Now I would say in our own case, to put in new facilities in about.

4 years’ time we have had doubling of the basic cost of the same amount:
of capacity. So we have a 4-year doubling rate and if we are depreciat-
ing equipment over 10 or 15 years, we can’t come within a country mile-
of recovering the capital necessary to put in the new equipment.

Chairman HumpaREY. I think you would be pleased to know that we-
have instructed the staff of this committee, and under our appropria--
tion that we have, to make an intensive study of the matter of capital
formation, recognizing the problems that you have. Now whether any--
body will listen to us, I don’t know either.

Mr, WEXYERHAEUSER. I am sure nobody is listening to us.

Chairman HumparEY. Well we are listening, and we are going to-

try totalk a little louder.
Mr. WeverHAEUSER. Thank you, sir. That concludes my remarks.
[The prepared statement of Mr. Weyerhaeuser follows:

PREPARED STATEMENT OF GEORGE H. WEYERHAEUSER

Mr. Chairman and Members of the Committee :

I am George H. Weyerhaeuser, President of Weyerhaeuser Company of Tacoma,.
‘Washington. We are a major producer of lumber, plywood, pulp, paper, paper--
board, packaging, and single family homes. Some 21,500 of our people are em--
ployed in the Western United States, primarily in Washington and Oregon.

Our ability to provide employment in high productivity jobs is very heavily
dependent upon the U.S. housing market which impacts our construction busi--
nesses and our wood products operations. We are also very dependent upon access
to Japanese and European export markets since our proximity to coastal port
facilities gives us a competitive edge in international markets. Southern and
Canadian forest producers have somewhat better access, at lower transportation
cost, to U.S. markets than do Western producers. Thus, those regions are very
formidable competitors in the current weak domestic markets.

As a result of the slow housing market, Washington and Oregon lumber and
plywood production in 1975 was down 18 percent and employment was down 13
percent from 1973 levels. The current weak markets have hit particularly hard
at the small mill owner using Forest Service timber as he had neither the market
nor the supply flexibility to weather such a long recession.

Paper and paperboard markets are just now recovering from the record low
gg%avting rates that resulted from the economywide inventory recession during-
Looking ahead, continued housing problems, inadequate capital availability,.
too rigid an environmental regulation system and insufficient forest management
investment by the Forest Service are all key problems for the Pacific Northwest
Forest Products Industry and these problems are all related to the state of the

economy.
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We share many of the committee’s concerns about the economy, as expressed

in the midyear report. Based upon our experience as a primary processor and our
experience in the housing market, we are greatly concerned about our company’s
and the economy’s ability to produce the new jobs or adequate housing for an
expanding labor force.
_ It's easy to blame most of the economy’s current problems on inflation but to
solve any of these problems it’s important to consider some of the structural
causes of inflation. These require broad recognition and attentive action if we
are ever to get back to full employment.

In the pulp and paper industry, consumers experienced record shortages by
1974. In spite of all-out production efforts which pushed operating costs up
to record heights, prices rose even faster as buyers bid them up to ration out
a scarce product to those that needed it most. o

In my view, this shortage, and comparable shortages in other primary proc-
essing industries, was one major cause of inflation. The restraints to national
economic growth would have been nearly as severe, because of primary product
shortages, even without the food inflation and oil crisis. ) ’

The important questions are: Why was there a shortage,. will it reoccur,
and Izvl'l)at can be done about it? Was it caused by excess demand or inadequate
supply ? : .

Our analysis of the pulp and paper industry shows that the rapid rise in
pollution control expenditures outpriorized expansion in primary processing
capacity. This. resulted in a reduction in normal capacity expansion of more
than 10 percent which was by itself adequate cause for most of the product
price movements. Ten percent more capacity would have been adequate cushion
for several more years of above-trend growth in demand. The capacity shortages
resulting from mandated pollution expenditures is a critical economic issue. The
goals, to clean up pollution, are not at issue.

he system erected to meet those goals is faulty. Regulatory pressure that
needlessly causes greater shortages should be a major economic issue. The
present system simply is not aimed at the needs of specific environments, but
rather at uniform efluent requirements irrespective of the actual impact on
the environment or the economic consequence. -

Most of the primary processing industries such as metal processing and
chemicals have, or will soon have, spent nearly as high a share of their invest-
ments.on pollution requirements. as the paper industry reducing their expansion
plans a similar amount. Much of this pollution-hardware investment is unneces-
sary to meet reasonable environmental needs.

There are other contributing factors, but this shortage of primary processing
capacity was a chief bottleneck to economic growth in 1974 and will very likely
become a limiting factor again as recovery proceeds. You cannot fully utilize
finished -goods .capacity to support full employment unless you have primary
processing goods to feed those plants. And you can’t solve the economy’s problems
by stimulating consumption if the primary goods are simply not in adequate
supply to allow that increased demand to be fully met.

In my view, if we had not had the shortages in primary processing, including
energy, or the food shortages, the economy could have continued to grow in
1974 with full employment and without inflation. We would not be looking
back, contending that money growth was excessive. Rather we would have been
able to say the money policy supported a sustained growth, high-productivity,
economy with a rising standard of living.

Unfortunately, government policies didn’t take into account the slowing of
primary capacity expansion. And wage demands didn’t take into account that
productivity was similarly slowing. Policies failed to take into account that
effective construction and equipment costs had risen.from 1971, so that more
cash flow would have to be sourced internally within industries in order to get
capacity back to normal expansion rates—let alone to provide a catch up for the
shortfall in primary processing capacity. :

As an example of the latter, a mill that we built in 1970-71 now costs us
200 percent more to build. Of that total, forty-three percent is normal inflation,
and 19 percent is for pollution abatement to satisfy reasonable environmental
goals and meet 1977 standards. Another 13 percent ig required to approach 1983
standards—without a.remotely comparable improvement in the environment for
the cost expended—and another 28 pércent is abnormal'inflation associated with
ghortages of capital goods, processing delays and the regulatory impact on
suppliers. . .
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A recent study done for the American Paper Institute shows that the costs
required to source pollution capital, as well as the regular capital requirements
to expand capacity to support an economy growing at 3.7 percent, is nearly
twice as great as the cash flow the industry can expect from historic margins.
Pollution capital from 19771-74 equaled 80 percent of the capital going to
primary processing expansion. Pollution capital has and will continue to out-
priorize expansion capital—and it is expansion capital that creates new higher-
productivity jobs and allows the economy to grow. The question now is, how do
we get the economy back on track?

The second question is, once we do, when will we run out of capacity again?
And, what policies will allow us to avoid repeating those shortages, and still
give us improvements in both unemployment and productivity ? Realistically,
if we expect to get prices down, we will have to get costs down first. To get
costs down we need to get the economy growing fairly strongly to make up for
recent productivity losses in a cyclical sense. This would also restore profits
badly needed to get investment in capacity-growth back on track and to sustain
productivity to hold costs down. We don’t have to worry about basic shortages
being repeated in 1976, but there may be some primary products that will again
bump against capacity limits by late 1977.

As our own markets collapsed we have had to reduce Weyerhaeuser Company’s
capital expenditures by 30 percent. The Forest Products Industy reports of new
capacity coming on line show similar reductions, and this means a significant
reduction in future jobs.

To get unemployment down by 1977 or even 1980 without inflation, investment
is the key. The economy doesn’t now have a short term capacity problem—we
solved that by a recession—but we’ll also have less investment as a consequence
of that solution. Cash flow sources have in fact proven to be inadequte for com-
bined pollution control, new capacity, and capacity maintenance investments for
the past ten years.

There surely will not be enough jobs until we find solutions to the inadequate
cash flow situation. Nor will we get new primary capacity up to keep inflation in
check. How can this be accomplished?

Some partial stimulants to obtaining adequate cash flow for investment needs
over the next five or more years include :

A permanent rather than temporary investment tax credit.

Inflation-indexed depreciation allowances.

Adoption of the Canadian system of depreciation which permits a two-year
manufacturing equipment writeoff.

Tncremental tax credit for pollution equipment.

Reducing the double taxation of corporate dividends.

A corporate tax rate reduction.
Motivating the consumer to save more of his income certainly makes sense in

the long term to support such investments. If demand has a good chance of
exceeding supply by 1977, it is not too early to build into policies enough flex-
ibility to restrain demand by increased savings for 1977, such as forced savings
throngh withholding, and greater incentives to save voluntarily. Government
surpluses to avoid competition with the private capital needs would certainly be
desirable in the long run, but that goal will be practical only after the economy
is growing more steadily.

Tf the government subsidizes public service jobs, we must be concerned whether

the goods consumed by these jobs are contributing to new shortages or if they
are restoring reasonable levels of operation for those industries with enormous
slack capacity. But more critically, we must be sure that the government spend-
ing is not crowding out private investments that are creating productive new
jobs.
So long ag the Federal Reserve Board adheres to a narrow target range in
money growth of under 7.5%, any government spending stimulus that tends to
push money growth to the upper growth limit will produce rapidly rising interest
rates. This would be self-defeating since it would reduce investment in capital
goods as well as cause another collapse in housing. Now, I'm not simply ad-
vocating higher money growth targets. That too can lead to inflation. I am
saying that monetary and fiscal policy must be reinforcing and not be working
at cross purposes with each other.

The problem is that the Federal Reserve Board’s use of interest rates to con-
trol money aggregates has a very disproportionate impact on different sectors

~ of the economy. It is not an effective tool to slow down the economy or to prevent
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the economy from overheating without ‘causing disproportionate dislocations in
certain sectors, especially'to our industry. As it applies to the ‘mext several
years, it makes no sense to try to stimulate the economy faster without the
Federal Reserve Board's prior agreement to accommodate such growth. . :

We have already seen the impact of the Federal Reserve Board’s money growth
target in the rising interest rates last fall and the resulting crowding out of
the inflows to thrift institutions. [

If a restructuring of the government's present economic planning functions
resulted in ¢loser coordination between fiscal and monetary policy, it could reduce
the very painful and costly business cycles we have been experiencing in recent
years. If it could identify and eliminate those ‘costly regulations that have no:
constructive impact, it would be a major improvement. But if such restructuring
adds another tier of regulatory problems for producers, rather than concentrating
on greater coordination of present governmental impacts, the economy’s problems
will be further compounded instead of alleviated. .

However sound the objectives of balanced growth and economic planning; you
must realize we witness daily the results of government’s failures at planning
and to a great degree those failures are responsible for current problems. The
ohjective of an environmentally clean and aesthetic world is beyond question.
But the growing regulatory system that the government has created to develop
plans to meet that objective has completed an almost endless list of studies but
has yet to come to grips with the simple fact that pollution costs have restricted
primary processing, capacity; have, as a consequence, limited ecoonmic growth
and income; and, as a result, greatly limited people’s ability to enjoy the reduc-
tions in pollution achieved. The government’s planning has forced upon much of
primary industry in just a few years a 10% reduction in usable plant and equip-
ment and has yet to realize that this is a major source of the shortages that
constrain growth and produce unemployment, If this is not a failure in planning,
it is certainly an example of different levels of the government working at cross
purpose with ‘each other. . ' )

The economy’s shortage problems have been temporarily relieved by the reces-
sion but they have contribited to.housing problems that will be with us for
years to come. For the first time in history as the money markets eased, housing
did not quickly recover. Single family starts in' the 1975 recovery year were 68
percent of the 1972 level and multi-family starts were only 26 percent of 1972
levels. The high rate of inflation was responsible for this situation. .

“Even in good times, single family, homebuilding has been a low margin busi-
néess but the depressed levels of activity during the last two years have produced
a lot of red ink for builders and have impaired the capacity of the industry. The
enormous loss of jobs resulting from this.industry’s operating below half of its
capacity. is a tragedy. The longer it takes to recover from these depressed num-
bers of starts, the more damage will be done to the structure of the residential
construction business and the more difficult it will be to re-employ the construc-
tion workers and suppliers or to achieve the housing goals that Congress estab--
lished. The economy needs a viable and healthy building industry, which is one
of the largest direct and indirect creators of jobs.

A reasonable recovery in multi-family housing is not likely to come until ex-
treme shortages of homes exist. With the very high costs of money, the higher
operating costs and utility costs and the higher costs of construction there are
very few places where there is any profit in developing new rental units, with
rents lagging far behind inflation and even deliberately controlled at low levels
in many areas. ey Co

Rents have foo far to move up to expect this adjustment to take place easily..
Older- units will continue to be leased for some time without reflecting the re-
placement value of these units in their cost of operation. As a consequence,
new units with higher rents will have difficulty in obtaining high occupancy
quickly, providing a further disincentive to investment in new units." We can
expect little improvement in multi-family units until rental vacancy rates reach
record lows and rents begin to skyrocket from the shortage. As the economy
recovers and new jobs are provided again, younger job seekers will be moving
out of their parental homes again to take those new jobs. With very few new
units coming on the market, vacancy rates will drop rapidly. But, instead of
worrying about the economy’s need for homes for the ever increasing labor force,
we will instead hear an uproar about rents and calls for rent control, which
will farther c¢émpound the housing shortage. o : o

79-189—77——=5
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If we want to restore a more stable and balanced growth in the economy, the
construction of multi-family units simply has to receive temporary support to
motivate investment until rents and costs have stabilized across the housing
stock. Temporary tax credits or Tandem Plan subsidized interest rates_would
raise the profitability to motivate some additional investment in mu}tn-unitg.
In the longer term rent increases and lower interest costs should sustain multi-
unit starts without support. L.

What we understand instead, is that pending tax reforms will discriminate
against apartments built after December 1976 by not allowing project losses to be
offset against other income. Units started in 1977 will not be competitive with
existing units. The reasons for discriminating against builders over other pro-
ducers should be difficult to justify in any condition, but the most direct result
will be an even lower rate of return on new multi-units and units constructed.
Congress needs to review the economics of multi-family construction and own-
ership immediately in order to determine the magnitude of the negative impact
of this tax legislation on new apartment construction.

There have been plenty of examples of ineffective government programs in the
housing sector, But the motivation that led to those attempts is still valid. Pro-
viding conditions that help to stabilize housing starts closer to longer term needs
is good for employment, it will help to reduce costs and inflation, and it will
improve our population’s standard of living—but it is not easy to acecomplish in
the face of the tremendous gyrations that have been taking place in capital
markets.

The sickness in the multi-family sector requires that the single-family sector
be stimulated to ease unemployment and to meet housing needs. One program
that has worked effectively in housing is the tandem plan. Subsidizing interest
rates does allow home investors to compete for funds against corporate and g0vV-
ernment borrowers in tight money markets. It can help to prevent a total col-
lapse of housing and hence is stabilizing. The tandem programs have been cost
effective and have not been abused by the parties involved. If in the execution
of the program, however, the government does not hold the mortgages through
the tight market period, the program becomes much less effective. When the
government agencies sell mortgages into a tight money market interest rates are
driven up. The final source of funds to purchase these mortgages is inevitably a
further outflow from thrift institutions who would have invested in mortgages
wi]ghct):utftlrfe ggvemment actions.

ut i andem Plan mortgages are initiated by the government i
tight markets and are sold off after housing has recovere%i and thee ﬂo%’v?re;]fdf?]sm]i];
has been restored then both a temporary flow of funds and investment motiva-
tion can be provided to prevent the costly collapse of the homebuilding market.
In addition, the government’s sale of mortgages in a declining interest rate
market will normally provide a profit to the government, offsetting the interest
cost subsidy making the program very low cost to the government over a several
year period. The sale of mortgages in easy market conditions also prevents hous-
ing f}'om soaring peaks which could be inflationary. Properly executed and at
sufficient scale the tandem program could be stabilizing to housing at low cost
to the government. Therefore, a major low-cost and non-inflationary stimulant
to the economy would be immediate release to single-family housing of the $2
billion of funds already appropriated under the Tandem Plan.

'The judicious use of the tandem program for multi-family units ean also pro-
vide some of the temporary help needed to motivate needed construction in that
housing sector. However, the helow market interest face rate should be for an
interim period of no more than five years to prevent any windfall profit
possibility.

. To broaden the base of support for programs in owner occupied housing
limiting the mortages to 20 percent ahove the regional median home price can
make the program cost effective and socially equitable. Limiting the program
only to 'vthe very lowest income or price categories is counterproductive since
th_e median incomes provide the bulk of the market especially during recessions,
with lower income families normally purchasing partially depreciated existing
homes. Without new homes even the price of existing homes will rise out of
reach of the low income family.

I am suggesting here a broader use of the Tandem Plan and the release of
more funds for use with the plan not because it is sufficient to totally stabilize
housing over the business eyecle. but because it is the only program around that
is fairly well understood and has been demonstrated to work, With the total
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economy’s unemployment rate over 8 percent and construction workers and forest
products far above that, it makes sense to stabilize housing closer to long-term
needs. The industry is producing just over half of the units it produced in 1972.

The most desirable goal would be to stabilize housing so that it does not have
to absorb a disproportionate share of the business cycle. If that goal could be
achieved, we would see productive investments attracted to the homebuilding
industry and a steady progress toward producing cheaper and more cost effective
homes that would contribute significantly to the effective standard of living for
all income groups.

The FINE proposals for restructuring financial institutions have the potential
to stabilize mortgage creation in the debt markets without interfering with the
exercise of monetary policy to achieve that goal. .

Our chief concern over the longer run is that the more sweeping financial
reforms like FINE, will effectively be tabled, surfacing only those parts of the
program that. give financial institutions more freedom. This will make the
housing market even more sensitive to the crowding out in a tight money market
when government and corporate investors are strapped for funds and bid up
rates beyond the consumer’s ability to purchase or the multi-family builder’s
ability to rent out units.

Any financial reform should encompass housing needs which will require
stabilizing the participation of new mortgages in debt markets in order to avoid
the disruptive housing cycles we have experienced over the past 10 years.

"Chairman HumpaREY. All Tight. We have a most interesting panel. -

I want to say I think it is one of the best that we have had in any of
our hearings, and I want to compliment each and every one of you.
It has been the kind of information that is most helpful to us.

Just to get a little local picture here, we have had the unemploy-
ment rates cited and we understand pretty well what they are. There
are honest differences as to whether the official figures are all that

they should be. But it is bad enough to be frightening for us to be:

concerned about it. :
Let us just ask a question about California industry. What indus-

tries do you see in this State, or in this Western part of the United
States, that will provide employment growth %

Let us assume for a minute that we can help, be more helpful with
investment, by depreciation schedules, tax policy—the point that Mr.
Weyerhaeuser was making about the need of investment capital. What
industries do you think will provide the growth? -

We will start with you, Mr. Weyerhaecuser. :

Mr. WeverHAEUSER. I can speak with some knowledge of Oregon
and Washington, and a slim amount in California. But let me say
this. I think there are at least three primary areas in the Northwest
that we can and will see some expansion in, and which could be ac-
celerated with the right kinds of economic climate and the right kinds
of policies. __—

I think we are going to see a major expansion of the export po-
tential from the Northwest to Southeast’ Asia. _ '

I think" we are going to see—we have three primary segments that

the economy is built on up there. Agriculture—we are going to see a ;

strong agricultural economy, I believe, and plenty of good, sound
growth in the agricultural segment in Oregon and Washington.

I think that the second pillar up North is the forest products indus-
try. I think the primary thing that I see in our industry is an ex-
pansion of the export markets to both Europe and the Far East, and
will come forward in terms.of both Iumber-plywood, and pulp and
paper products. Those markets are opening up around-the world. To
accomplish the expansion in both of these areas though, we are going
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to have some major replacement to do of facilities and major building
of products all the way from newsprint to pulp and paper of all kinds.
I see the next 10 years—the potential is there in world markets to
support a much higher level of activity. So it is not a market-
constrained proposition. As I say, I think it is basically a supply and
investment constraint that is holding back the employment levels.

Now, there is a good deal of activity in the Northwest. There is a
good deal of energy-related activity that is needed in the Northwest—
energy sources. We are going to have to expand in a major way on
the nuclear front and in other energy sources in order to support
some increments in basic industry. Those are the primary things that
I see up there providing basic industrial expansion possibilities.

Aerospace, unfortunately, is our third pillar. I think there are a
great many things that can take place in the aerospace field. But we
are going to go through, I believe, a major or a significant period
here of readjustment on the down side before that segment of our
economy comes back. But talking over the longer term, I think we have
good potential there to expand.

Chairman Huparey. For this year though, this year of 1976, do
‘you see any major growth in employment ¢

Mr. WEYERHAEUSER. 1 see stability.

Chairman Humpazrey. Leveling?

Mr. WeyrrHAEUSER. Leveling, moderate improvement. But very
moderate. We are not going to have a recovery. Ours is going to be &
picture of hanging on. Relatively stable overall employment, a mix-
ture of these three segments.

Chairman Huyerrey. Not letting the down side hit us again.

Mr. WEYERHAEUSER. No, sir. I don’t think we are going to be faced
with that.

Chairman Houmeprrey. We will go right down the line.

Ms. Elton, what industries do you think might provide additional
employment this year? You have given us some of the ideas as to
governmental policies. But what industries do you think?

Ms. Erron. I think probably our best hope in the immediate bay
area at least is in the finance field. Finance, insurance real estate
is one of our growing groups. The main problem, of course, is that
it is growing on a small base. The numbers are small.

Thohservice industries are continuing to grow. But that will be slow

Towth.

I think the nature of agriculture is probably in a state of change.
‘We may be going more into specialty crops.

But I don’t see anything that is going to grow enough to help us
through the situation we are in.

_ Chairman HUMPHREY. Those are not particularly labor intensive
industries. ' )

Ms. Evron. No; they are not.

Chairman Humerrey. I realize that, as Mr. Weyerhaeuser was
saying, some of these matters take some time. If we can move along,
and hold on, and get the time you will then improve your labor con-
ditions, or your employment conditions. )

Mr. Henning. would you like to make any comment on the question
of what significant improvement in the employment situation we
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could have during the course of the year, and in what industries, if
any, would such improvement take place? :

Mr. HexNiNe. We would hope that there could be an advance-in
housing. We credit the present (Governor in California and the legis-
lature with some vision on this. The last session of the legislature
adopted a $900 million housing, low-interest loan program for pri-
vate housing development; $500 million of that must be approved,
though, by the voters in a bond issue in June. We trust they will have
the wisdom to do it. .

I might say in an aside on the forestry situation that I will com-
mend the Governor for his realistic view in this. At the beginning
of his administration, an edict came forth from one of the agency
heads that.would have frozen logging in the northwestern counties of
_our State. In Humboldt County, which was the critical county in-
volved, we have 20 percent unemployment. Now, that is the official
State figure overall. We have 40 percent unemployed in the lumber,
sawmill workers’ union. You know what this means to the business
community as well as to the jobless. The Governor, to his great credit,
reduced the importance of the environmental impact report, put the
regulation under the Forest Practices Act, really retained and ex-
panded the regulations that had been originally in that act, declared
a moratorium on the environmental impact report concept somewhat
in line with what Mr. Weyerhaeuser was speaking of.

In agriculture, since that has been mentioned—that is our largest
single industry. But the productivity rate in agriculture runs I sup-
pose now about 6 percent a year. In other words, the technical ad-
vances are displacing workers. Unionized or nonunion, agriculture
is a limited place for future employment. So we don’t look with any

hope toward that.

But I think there might be a bit of a danger here in trying to think
you can have a prosperous lumber industry or a prosperous motion
picture industry in a sick economy. T don’t think there is any escape
from the realities of the fiscal and monetary policies that deal with
the basic state of the economy. We can’t have a prosperous California
and a sick economic Nation. We can’t have a prosperous Kansas while
all of the Nation is sick. :

So T think it can be a bit illusory to talk of putting hopes in the
growth of one industry while the whole economy is suffering, and
suffering badly. We don’t see any serious hope in the unemployment
situation. The apostles of the present disaster are saying we have to
live with 7.9 percent in 1976. We know that sounds like a bargain
counter figure. They don’t want to go to 8. They say 7.9. So if it is that
bad in the mind of the national administration, how are we to have
any hope?

Chairman Homerrey. All right. Mr. Hahn, any comment?

. Mr. Hann. Yes, Mr. Chairman, Members of the Congress that are
here. I leaned over, when Mr. Weyerhaeuser was speaking, to Jack
Henning and to Mr. Vial and I'said: .

Sitting here, the scene that you heard from the head of one of the great in-
dustries of the Pacific Coast was about .the same that we are trying to say.
You have got to have jobs.

Specifically, as I sit here I look across the street. There is the great
University of Southern California. Great ideas, training people to
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serve in all professions. On the other side of us is the sports arena, the
coliseum. That is where Kennedy was nominated 16 years ago. Made
a big speech in the coliseum—the hope of our Nation to get going, to
move forward. Here you are at the center of Los Angeles County. A
couple of blocks away here is the center of population of 7 million
people, the center for education. This is an agricultural park, the Rose
Garden. This is a State facility. Here you have the theme running
through the government and institutions to make a better society.

As I drove down to work Friday—I take a different street every
time I come down to the civic center—I looked, Mr. Hawkins in par-
ticular, at Broadway, going down Broadway from Manchester down-
town and all the vacant businesses.

You go through Watts and see all the new homes that are needed. I
came up Normandie today to see the vacant lots. A building that does
not meet the code is torn down.

The theme that Mr. Weyerhaeuser said is the one that I would like
to emphasize. I put down homes. Homes. We have 300,000 unemployed
people in this county. Look what we could do in the building of better
homes, and housing, and little businesses down Broadway, down Main
Street, down Hoover. Some of the buildings that were burnt out in the
Watts riots, the foundations are still there. But the building is gone.

There is a crying need in the inner city. Five hundred years ago
people used to go to the inner city to erect a wall around, to be safe, to
have a decent roof over their head, to have a job, for food. Now the
inner cities are ones where there is fear and there is slums and there
is crime and there is disease.

If you asked me what industry, Mr. Humphrey, I would say let
us get moving in the inner city to clean up the inner city ; mass trans-
portation, better individual housing, better schools, little businesses,
put a shot in the arm for the economy, create jobs. It would have to
-come through lumber, as you said. '

And then the economy and lending institutions—we have had a ter-

rible thing in Los Angeles. Maybe the Federal Government can help
-us. We have had banks and mortgage companies, savings and loans,
‘take the curfew area of 1965 and they put a red line on a map. If you
live in it, you can’t get a loan. That 1s un-American. It is unconstitu-
‘tional. Yet they all have Federal Government charters, and Federal
‘Government requirements.

I would say in the central part of my district, maybe 600,000 people
live in an area where there is a red line around that you cannot get a
loan within. I happen to live in that area. I was born just two blocks
from this place. I live in an area that is marked with a band. You can’t
get a loan to improve your house, to rehabilitate it, to put a new roof
on.

What a challenge it will be to you when you go back to Washington
to say, “Let us move this country. Let us make life worth living in the
inner city.” .

Why should the people have to go to the suburbs. I think we have
good housing, good business, good schools, good hospitals. What a
challenge it is. I think you can meet the challenge. I think you can
solve it. We stand ready to support you. That is why the board of
supervisors officially endorsed the Humphrey-Hawkins bill. We have
officially gone on record on it.
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Chairman Humparey. Mr. Vial, we would like your comment on it.
I would also like, if I might just toss it in to you and then this will be
my final question, to kmow whether or not we can get this kind of em-

loyment that we are talking about with any degree of price stability.
%r, to put it simply, can you get back to full employment, and how
quickly can it be done, without Incurring serious inflationary pressures
or a spiral? I think this is what we all wrestle with. It is sort of like
the patient in the hospital. Can you operate without killing the

atient ?
P Mr. ViaL. Well, obviously, as I look at my table on the impact of the
recession on employment, there are many areas across the board where
employment can be expanded in ‘California with the stimulus of ap-
propriate policies.

Certainly manufacturing can pick up. There is a tendency toward
service industries being a more important source of employment in the
economy. There is a construction industry which is in very bad
straights.

T would first like to focus on the housing industry because that is
where the need for housing is so great and where the problems are also
increasing. T think we have to recognize that even with appropriate
expansionary monetary policies, we may still have problems in re-
stimulating the housing industry.

There have been very significant structural changes in the housing
industry in California. The day of the operational builder is pretty
much behind us unless policies stimulate that kind of building. The
S. & L.’s today are primarily in the business of taking out mortgages
in the housing market. They are not advancing the front money for
building housing.

. Furthermore, the time period bétween the actual advancing of a
housing plan and the commencement of construction in many instances
has doubled for many reasons, some of which are environmental con-
siderations that Mr. Henning and others have talked about and which
our Governor is very concerned about.

But all of these things indicate quite clearly that the forecasts for
housing in_California are not very bright. And to me it indicates,
much more importantly for this committee, that in targeting expan-
sionary policy, we have to take a close look at how savings get into
investments and especially in the housing field.

The kinds of programs that have been advanced by the Congress,
tremendously complex programs as they are put together at the local
level, and where honestly the opportunity for skimming the cream off
the top by some of the people who put the packages together is so
great—this has really undermined the ability of our housing programs
to reach low- and moderate-income families. Of course, that is the key
answer. That is the answer to the stimulus of housing in California.
I think we are reaching the point where we are going to have to look
very carefully at how the Federal Government brings savings into the
housing industry. It may be that we have to take new and more direct
approaches with deficit financing within the budget itself. I think
that is terribly critical to examine in terms of its impact.

Beyond that, just commenting briefly on the last question you posed,
how do we do this without rekindling inflation? As I pointed out, we
do have a period ahead of us in an upswing where the potential for
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producuivity increases is very great. If we proceed with a healthy rate
of growth, we won’t have any short-term problems, I think, on the
-inflationary side, certainly in terms of catchup wage increases.

1t is the long term that is critical in dealing with the inflationary
problem,.and that has to be dealt with in the changing context of the
mixture of goods and services in this country and how we allocate our
resources and the extent to which, as I indicated, we might be able
to provide some assurance that we will deliver on full employment.
I venture that in that kind of a ball game, prices and incomes policy
is considered in different lights.

I hate to speculate on these things. There are many alternatives that
we can look to as the Swedes have used them in active manpower
policies. I think that in California we should be able to experiment
with some of those active manpower policies if we have an accom-
modating policy nationally that allows for some experimentation.

But all of this has to take place within a delivery system for insuring
full employment.

Chairman Humrparey. Yes, well, I have taken the time. I just want
to make this observation on my part. .

One of the things that has disturbed me is the time factor in every-
thing that we do now. I mean, from the day that someone has an idea,
and the money, and the financing, the tools, the equipment, and the
supplies. You have accumulated that and then you start to go out on a
project to build. By the time that you have been able to get the land, to
get the environmental impact statement, get everything, you are ready
for social security. '

May I say that I really believe that some of the people that draw
up these things are people that are so comfortable it ffoes not make
any difference to them? I mean, there really is not that sense of
urgency. This is what is bothering me as a citizen. I mean, I can sit
around here and say, “Well, let us take 10 years to study the impact,”
because I am comfortably housed. I don’t have to worry about it.

Mr. Hanan. You are right,

Chairman HumpHrREY. But we have got something going on here
where there is a kind of an elitist spirit, elitism on the top levels, that
does not seem to take consideration of the needs of somebody at the
other levels. It is sort of like saying that we ought not to grow. Well,
that is all right for some of us. I don’t need to grow; as a matter of
fact, maybe can’t use what I have got. Let it spin out for the rest of
my life. But what about the other people coming up?

There is this kind of sophisticated snobbishness, elitism, that seems
to get a hold of us. “Well, these other folks have got to wait because
we have got to save everything now.” We have got it saved for our-
selves, but we are going to save it a little bit, more,

I really worry about this. I see this happening in housing. I see it
happening in jobs. I have people in my home State that are just held
up for years. Well, we lost a whole housing development in our city
simply because we were waiting for an environmental impact state-
ment to a point where there was no end to it. Then they went to court,
then they go to court again, then you go to court again. By the time
we are through with that, why, there is a whole new technology that
says the old housing that you were going to build is something for a
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bygone age. The economy changes. The numbers of people in the area
change. It is just an incredible situation. '

The Japanese are able to put up a powerplant in Japan with a
crowded society—and they like to live too; in fact, some of them 'seem
to enjoy living better than we—in one half the time, with American-
made products delivered, just the same product delivered as it would
be delivered to Minneapolis, Minn. or Los Angeles, Calif., and in one
half the time they are able to put it up. I am not talking about man-
hours or labor. The same amount of man-hours and labor goes into it.
But by the time you have run through the lawyers and the agencies,
and the interest groups and the concerned citizens, God only knows
what, the electric light bulb has become obsolete. You have to start
all over again. Now, that is an exaggeration.

* Mr, Haan, No, you are right.

Chairman Humprrey. But it is a fact, for example, on a nuclear
plant—and there are real arguments about nuclear plants—but it used
to take an estimated 414 to 5 years to put up a nuclear plant in the
United States. Now it is 9 to 10, if you can get it at all. Everybody
is for it, except don’t put it in my yard.

I am just saying that about our home community. Mr. Peterson
here, who is a consultant for our committee, one that has been in the
housing area—we have situations where they do not want-—you know,
we want housing, but not in my town. .

Mr. Hau~. We have got a city in California the same way, Peta-
luma. They don’t want anybody to even come in to the community. .

Representative Rousseror. They want to put a ceiling on new houses.

Mr. ViaL. May I just add a footnote to your comment? We, of
course, face critical decisions in California in the year ahead in this
area. We have a coastal plan before us. We have proposals for the map-
ping of prime agricultural land, to preserve it for future food and
fiber needs. These are critical decisions before the people of California.

As the Governor has pointed out, we have to make these decisions in
the context of national policies that leave us with high levels of unem-
ployment. As you well know, tiying to balance, achieve the right bal-
ance in protection of the environment and achieving environmentally
sound growth becomes terribly difficult when people are being dis-
placed and jobs for cyclical reasons becauge of the omissions of Federal
policy. The failure to deal with the priorities of the country becomes
terribly difficult at the State level to deal with these issues. Yet we are
confronted with them. They are going to be very difficult ones.

Chairman Humprrey. You are doing planning here in your State,
aren’t you? :

Mr. Viar. We are certainly trying. Well, the word “planning”—
there is planning. But the planning needs to be goal oriented. That is
what the Governor has pointed out.

Chairman Humrerey. Let us leave the word planning out. You are
trying to establish goals. You are trying to establish priorities, accom-
plishment within a time frame. Is that correct ?

Mr, Viar. That is correct. But we can’t leave it to the planners to set
the goals. The goals need to be set by public officials, by people in re-
sponsible positions, and not the planners. That is where we make our
mistake sometimes.
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Chairman Huarpnrey. Well, I am a public official and I plan. Let me
say that if I vote in Congress for a particular piece of legislation,
whether you like it or not, that has a plan to it. It may be a lousy one.

Mr. Viar. It is your decision.

Chairman Humprarey. It is a decision. But, you know, the word—
we ought not to get caught up in sernantics.

What you are really saying when you talk about coastal areas, you
are talking about what you are going to do for agriculture, land use

olicy—you can call it anything you want to, but that is planning. If
it scares somebody, then go in the closet and get scared because that is
exactly what it is. Now the only problem is: You are planning and the
Federal Government isn’t. The Federal Government has $400 billion
that it is going to expend next year, or more, with no goals, no plan,
no priorities. The minute that some of us say that we ought to be look-
ing at it to see whether or not it has any long-range effect, or where we
are going rather than whether we have just stopped at the curb to take
a look at the last parking meter, why, somebody says, “Oh, you are
trying to plan my life.” Well, I will tell you every day somebody is
planning your life. Every time they take taxes away from you they are
helping change your life style. Don’t worry about that.

All right. T am done.

[Laughter.]

Chairman HuoMpHREY. John, go ahead.

Representative Rousseror. I agree with your perspective on
planning.

Chairman Humprrey. I just don’t want to have people run off be-
cause the word comes up.

Representative Rousseror. Mr. Chairman, I want to thank this
panel for many of their papers that they have presented. I have tried to
go through them as you have each talked. I think this has been an ex-
cellent panel. I don’t agree with each suggestion, but at least they have
tried to think out, especially in the area that Mr. Hahn has spoken of,
jobs and job creation, which is supposed to be one of our main purposes.

. Ms. Elton, I want to comment just briefly on some of your sugges-
tions because I think they are good. In some cases, we have tried to
reslllaond in Congress to some of these ideas. We have not done it too
well.

But, Ms. Elton, you talk about the concept of job creation strate-
gies. One of your points is a labor-intensive tax credit, which I assume
you suggest be implemented at the Federal level. Could you elaborate
on that just briefly ?

Ms. Evron. What I really was thinking of would be the kind of
credit which would provide a rebate or reduction of taxes for the kind
of capital expansion which adds jobs, rather than the kind of capital
expansion that costs jobs. ’

Taking the most elementary kind of thing, it would be the differ-
ence between putting in an elevator that requires an operator or put-
ting in an elevator that is automatic and does not require an operator.
That, obviously, is not something that we are going to be doing in this
country from now on.

But I was really hoping that we could be moving in the direction
of using the tax on the capital investment process, the tax writeoffs
that we allow, to encourage operations that make jobs.
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Representative RousseLor. So what you are saying to us is that
when we provide for various tax credits in the legislative tax bills
that we design, we should take a heavy look, on the basis of your ex-
perience in San Francisco, at those tax bills that help give an incen-
tive to the creation of jobs, especially in the private sector, because the
public service bills usually provide it in the public sector, especially
in the labor-intensive industries. Is that your main comment?

Ms. Evtox. That is what I had in mind.

Representative Rousseror. Well, I think that is a good comment.
I just hope that Congress will devote that kind of time. I know our
Ways and Means Committee spent an awful lot of time on the tax bill,
and the Senate decided to change that direction because of the imme-
diacy of the tax credit for this year. But I think your suggestion is a
good one, and we probably should take it more seriously.

Ms. Evron. Thank you, sir.

Representative RousseLor. Supervisor Hahn, I was very much in-
trigued by your concept in your statement about an employment de-
velopment project, a pool of jobs. I think you call it the Civil Conser-
vation Corps. '

Mr. Haun. Yes.

Representative Rousseror. Do you want the Federal Government
to do that? Or could we have it primarily done maybe with some Fed-
eral funding through the county and State governments, or what?

Mr. Hanw~. Naturally, we look to the Federal Government for so
much. I wish the county could finance it ourselves, but we are up to our
limit on:

Representative RousseLor. But, basically, who do you envision
would run it? : :

Mr. Haux. The Federal Government would finance it and let local
governments or State governments implement it.

Representative Rousseror. All right, the State, county or city gov-
ernment would then basically, as you say, in these urban areas have an
urban civil conservation corps.

Mr. Haaw~. You have so many needs in a city. You have such a
tremendous amount of things. I just mentioned a few little almost in-
significant items. You talk about the gas company in the conservation
field, say, well, if you would turn off your faucet, if it doesn’t drip,
you could save enough energy to have it for a factory for 5,000 jobs
and save the water.

Well, you take the heart of Los Angeles, how many homes that are
50 years or older, almost everyone of them would need some minor re-
pair. Maybe we could create a job corps of—just saving the unemploy-
ment. We have 300,000 people in this county, ablebodied men and
women, to work—300,000.

Well, just look at the task force if it would go through from house
by house helping them with such little handiwork, we call it, the old
handyman or handyperson with the women’s lib groups, a handyper-
son, type to say, “Hey, have you got a faucet that leaks?”

Representative RousseLor. Well, do you think your employment
groups within the county government—and I know Mayor Bradley
made mention of it—would be equipped to handle that kind of direc-
tion for that kind of program?

Mr. Han~. We could be, but, naturally, T emphasize the——
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Representative Rousseror. I appreciate the funding problem.

7 %{Ir. Haun. The funding problem, because we are—frankly,
ohn

Representative Rousseror. But you are talking about productive
work. You are not talking about just make-work jobs.

Mr. Haun. I mean everyone of them could save the energy. You
could save gas or water. You could uplift. What are you going to add
to the development of America, it seems to me again—I am going to
Tepeat myself, John—but you are going to have the pride that you live
in the city. Now there is fear that you live in the inner city.

If the inner city means something to the State and to the National
«Government, we have to go back to the inner cities—not only ILos
Angeles, probably in San Francisco or Chicago or New York. Even
in Washington, D.C. when I visited there a few times, I go up one of
those streets in Washington, D.C., you can see the shadow of the Capi-
tol in the background and see people live there, and you say, “What
goeson?”? :

What a sign that, maybe within the shadow of the hall of adminis-
tration or the city hall of Los Angeles, they have slums, the very seat
of government, both at the city, county and National level.

Representative Rousseror. Well, T am sure you have given a lot of
thought to this, and, if you can give us additional ideas on this idea,
I know Gus Hawkins is really, kind of in this area on his committee.
But it sounds kind of reasonable to me. I assume that we did have the
input of the local government, because so many times Ms. Elton her-
self has mentioned, and others here today, it doesn’t do any good if
-you just set up a Federal bureaucracy, because we, many times, don’t
have really a full understanding of what the local situation is, and I
sure think that your suggestion would be superior to some of the other
things we have come up with.

Mr. Har~. We could do it locally.

Representative Rousseror. Mr. Henning, you struck a real note
with your point 5 of your own suggestions of things that could be
done where you talk about the Federal Reserve Board, and let me
assure you we have made an attempt this year, to get them to tell
us more what they are doing and not keep it so much in the closet.
“We have asked them to come up twice a year and report what their
money growth policies and other policies will be so that we under-
stand. We can either disagree or agree.

I suggested to Mr. Burns when he was before the committee this
year that maybe he would take some Members of Congress from,
say, the two banking committees, each month and let them go and
see an open market committee in session instead of keeping its meet-
ings a big mystery.

Mr. HenniNe. Good idea.

Representative Rousseror. So, your suggestion is one that Congress
is beginning to respond to, but if you have additional ideas of what
Congress can ask the Federal Reserve Board to do in the way of
public exposure we would like to know, because we have dealt with it
partially in asking them to come up twice a year and tell us what
they are doing rather than just keep it and make us find out by a
filter-down process. So, I think that is a good suggestion.
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" Mr. HexniNG. Yes. The Congress; in 1969, gave the President
emergency powers to reduce interest rates, for example. We have been
urging him to exercise that authority. I think the whole idea is to.
bring the Federal Reserve Board more under popular control.

Representative RousseLor. Well, and also the scrutiny of Congress
which is supposed to represent people. _

Mr. HenNiNG. I agree. E

Representative RousseLor. That is supposed to be one of our con-
stitutional responsibilities, but, frankly, 1n response to your sugges-
tion, we have delegated away so much authority to them, and it does
affect housing. It does affect all these other areas that you people have
commented on, and that is a good suggestion. Although I have doubts
about a couple others, T think it is one that is really needed.

Mr. Vial, I was interested in your comment about the pursuit of
full employment policies, and it requires a sharper focus in your
point 6 on the composition of unemployment, and on the specific em-
ployment rates to be reduced. Unemployment is a big problem here,
and I know the Governor spoke to that in his address, his desire to
focus on that area. Now, It know you have just been in office a rela-
tively short time, but, have you had a chance to develop some specific
suggestions or ideas on how <we can do a better job on the Federal
level in focusing on the quality of employment programs and what can.
be done to target some of those specific areas?

Mr. Viar. Actually, that type of question would be better addressed
to Martin .Glick, the director of the department of employment de--
velopment. Most of the programs that we administer in the depart-
ment of industrial relations are not specifically job development
oriented. They are dealing with labor market problems, but we
do administer the apprenticeship program in the State of California.
That program is lagging badly. S . _
- Now, when we talk about targeting of effort, certainly we have a
very great interest in trying to reach people who-operate in so-called
secondary labor markets with a high rate of turnover, low wages and,
once they become unemployed, to find it hard to get back in. We are.
trying to formalize training programs that move people from second-
ary markets into primary markets where apprenticeship -and on-the-
job training programs can be cost effective.
~ Now, I think.what we need out of Washington is the kind of discre-.
tion in manpower policies, and especially at the State level where we
can take some of these priorities, and relate the training that goes on
to reach fecondary labor.markets to get people and establish closer
links with some of the-training programs in. the.primary labor
markets. This is-certainly what T mean by the targeting of the effort
in reducing nnemployment. . S R

Representative RousserLor. Well, the reason I was very much im-
pressed by your statement at this point here is that so much we dump:
out into the publicity. stream’: this is the.unemployment figure, but:
we really don’t-take time to find out what we can-do about that, and!
what are’ the areas where maybe we can be more effectivein. target-.
ing areas where the aid can be.most effective, by this I mean that we:
should ask, What percentage of the unemployment fignre .represents:
the key people that should be back in the market as opposed to, for:
example, persons who may be doing an actual breadwinner out of a.
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job? The point is that we need to eliminate the discouragement factor
that Mr. Henning and others have spoken about and to give confidence
to the people that need to be put back into the sector of employment,
and I was very much interested if you have ideas or Mr. Glick has
ideas of how we can make better use of our figures when we release
them each month as to what can be done in some of these areas. I
was going to ask the chairman of our committee, who is mow my col-
league from Indiana, to put in the record at this point some of the
projections we have by various people that analyze the job market
all the time.

So, T appreciate your bringing out that point and, if Mr. Glick has
an'f comments on your point 6, I know we would like to hear them.

his is a United California Bank projection for the State of Cali-
“fornia of the relative performance in different industries as to where
“the potential increases in employment might occur. If more people had
‘this kind of information, they might say, “Well, maybe I can fit
‘into it.”

Yes, Mr. Henning.
~ Mr. Hennine. I might say, Congressman, it is all very good if you
have to get the economy. Well, back in 1960, Secretary Mitchell came
out with that BLS projection of the labor force needs of the sixties;
then that was done again in 1970.

It is well and good to know that there will be a 42 percent more
demand in the next decade for professional and technical employees.
We have had all kinds of data in the projection of needs for the labor
force. The service employment field is growing, and all of this.
Mr. Congressman, we have had all the projection information that
we need, but we don’t have the jobs.

You know, those projections are based on a reasonably full employ-
ment situation.

Representative Rousseror. Well, I don’t think we are projecting
full employment at the Federal level.

Mr. HeNNING. Well, those projects don’t mean much. They don’t
mean a thing. We had the Mitchell survey that everyone got excited
about and showed the future of the unskilled worker was doomed.
There would be a 22 percent more need for craftsman, 24 percent
more need for sales and service personnel. We really have adequate
research on the future needs of the American labor market, but we
don’t have the economy that gets anything moving to provide jobs
there. It doesn’t do any good to take an engineering course on the
basis of that report, if they are laying off, as they did in this State,
thousands, of engineers in the aerospace industry.

T really don’t think we have a deficiency of information in the pro-
jected needs of the labor force.

One last word, if I may, in response to your question. I think it is
implied, as we search for areas of need, what do we do? Among other
things, we train, We have to train for jobs that do exist. That is where
your point is valid. There is no use training for sewing machine
operators in New York City where thousands are out of work; no use
training anyone to be a musician when every musician’s union in the
1cgﬁuntry has 25, 80 percent unemployment. But T think you agree on

at. :
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Representative RousseLor. Absolutely. I think that was the basic
point Vial was trying to make, also, Mr. Glick. That each State can
_begin to do a better job of analyzing what the quality of unemploy-
ment is, the kind of capabilities there and where government resources
can be shifted to more needed areas of employment. That is the only
point—I am not saying that is any easy thing—and it is only informa-
tional, I agree. But, if each State government is able to take those
figures and apply them to their own State, or if each State govern-
ment is doing some figures of its own, I think it can be of some help.

Mr. Weyerhaeuser, in your statement about housing, so many of
the things you have mentioned are so true, we are going ahead. In
the Congress, now, the Senate has finished with its total lock at the
financial institutions and regulatory bodies of the country that have
tremendous impact on the financing needs of housing and others. We
do want to make some changes here, and our fine study that you
mentioned in your statement 1s moving ahead in the House.

Chairman Reuss hopes to have it done by the end of March so that
we will have a bill on the floor, hopefully to try to free things and
eliminate some of the obstacles of ngch you spoke, especially as they
relate to housing.

I was very much interested in your comments about the problems
that you faced as one of the delivery portions of the housing industry
as it relates té some of the environmental considerations and what
that price is that we are willing to pay for some of those things that
have been implemented by law.

Tt is estimated in this State that with all of the new regulations and
everything that we have added, the cost now, of a house that cost
$35,000 new ; roughly 2 years ago, has increased to $47,000—a medium-
type house that is now produced. Roughly half of that increase has
been created, as the chairman has said, by all the rules, regulations and
time lag that a builder or others have to go through to get that new
house up. And, I think part of that was created at the Federal level,
and we have to take a new look at that also. Because the guy that ac-
tually pays—Mr. Henning is talking about—that earns a hving and
has to go out and buy it. And, he is the guy that pays the ultimate cost
ASa consumer.

And, so I think your testimony on that subject is a clear signal warn-
ing that we need to look at a little better because we set some of those
standards. , . :

Mr. WEYERHARUSER. It is frightening. It really is. A good part of
this—while some part is Federal in this area—a good part is not
Federal. ,

Representative RousseLor. We have a big issue coming up on the
ballot right here in this state, as you know, as it relates to production
of atomic energy plants for electricity and other things, coming up
in this very State where our citizens are going to be asked to vote on
whether or not we want to put 2 moratorium on production of atomic
energy plants to produce electricity. This will be an interesting issue
because noone really knows what the ramifications are.

Mr. WeYERHAEUSER. It seems like all the issues tend to concentrate
in California somehow or another. - _ o

Representative Rousseror. I have noticed that.
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' Mr. WeyermaEuser. Just such mundane things as can you build a
duplex and sell each part of it separately. In Nevada in some areas
we are building homes, and we are getting the cost down by 30 percent
on that mechanism. In San Diego, we can’t do it. So that the density,
the whole question of how do you utilize land is very critical. Cali-
fornia has got to be the toughest place in the country, I think, to
financiers. When you say 3 or 4 years—we talk about the atomic plants
taking 9—well, when it takes you 8 or 4 years to get home building,
and that is not ridiculous—it does take us 3 or 4 years—you have got
highly leveraged money in the front end. You know what that does
to the cost of that finished product. It, in effect, doubles the financing
costs associated with getting that house in place. That is what is hap-
pening. It has happened already.

Representative Rousseror. Part of that increase, that inflationary
impact ‘on the average person that goes to buy a new home, is clearly
put there by these kinds of rules and regulations, part of which have
been created at the Federal level.

- Mr. Chairman, T think that this issue isn’t just in California.

- But, Mr. Chairman, this panel has been very helpful in the really
fine consideration they have given to their many suggestions even
though we may not all agree with all of them.

Chairman Humpurey. I think it is very good.

Congressman Hamilton, do you have some questions?

Representative Hamiwron. Mr. Chairman, I am conscious of the time
problem that confronts the committee. I actually have dozens of
questions, because it has been a stimulating panel. I want to personally
express by appreciation to them. But I am going to waive those ques-
tions in the interest of time of this committee, and just express my ap-
.preciation to you for very constructive and perceptive observations th:s
morning. Thank you very much.

Chairman Humprrey. Congressman Hawkins.

Representative Hawkins. Mr. Chairman, also in consideration of
time I will waive any questions. I would like to concur in the fact
that this has been a very excellent panel. Of course, some of the other
members might have been surprised. But T am not surprised because I
have known practically all the members of the panel. I think it is one
of the best panels that I have heard during my entire experience in the
Congress. I think they should be commended.

Mr. HaaN. We don’t tell that to all the panels, do we?

Representative RousseLor. No, we don’t, as a matter of fact.

Mr. Chairman, I would like to have put in the record with Mr.
Vial’s statement—Martin Glick, who he referred to in his statement,
who is the director, employment development department, State of
California—his national work program that he suggests. Could we
put that in? It has just been handed to me. '

" Chairman HuoMprrey. Get me an extra copy. I always like to have
one in my folder. We will put yours in the record, John.?

Representative Rousseror. Thank you. _

Chairman Hovrurey. We will also burden you a bit by, most likely,
some communication. We might want to probe you a little further in

some of your suggestions. There have been more suggestions out of this
panel than any we have ever had. '

1 See “The National Work Program,” p. 52.
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Mr. Haan. We are very grateful. I have been on many panels. This
has'been one of the 1host mtexesmng ones, where we got.new ideas and
new statistice. It was a give and take type of thlncr

Chairman Huparry. Thank you all. I must say that we had
planned on being through with our morning panel by 12:30. But like
most plans, the time period gets involved. We have another group that,
for reasons of their own tlme could not appear this afternoon. I am
going to ask my colleagues if thev will stay Wlth us-an additional 15
minutes.

I will excuse this panel with an expression of thanks.

" We.have Mr. Dan Curtin, Mr. Arthur Carolan, Mr. Curtin is with
the California AFL-CIO; Mr. Arthur Carolan, secretary, Joint
Apprenticeship Commlttee, Plumbers Local 78; Jim McLaren, a
plumber, unemployed; and Pierre Mandel, the Coordinator, Full
Employment Committee of the Coalition for Econémic Survival.

All'right, T am sure you undeérstand the constraints of time. But we
wanted your participation, and ‘we thank you for takmg the time.to
come. '

Now, how would you like to pIoceed? Shall ‘we proceed with Mr.
Curtin first?

Mr.'Courmin. Fine. '

Chairman Humrarey. onl;y listed four and I see several more.
Mr. Mandel, I understand you wanted to make a statement:as well. We
will start Wlth Mr. Curtln

STATEMENT OF DAN CURTIN, CALIFORNIA AFL—CIO
s LOS ANGELES, CALIF '

Mr CURTIN Fme I was askéd to ‘give not” 'so mitich’ a statistical
analysis or that kind of rundown, but just more or less a feeling.

I work with a lot of young adults in the political arena. We try to
involve people 1n the political process. Now, I am not speakmg for
adults:in this thing: I know that the crisis of unemployment is a lot
worse on the adult who- has, by this very nature, more responsibility.
When adults pass middle age:find themselves unemployed, it can be
a very very powerful morale cFisis among other things.

- Lam speaking specifically of young people and the kind of p1 oblems
they face.

We have been asked throughout bhe country now to look at a new
political attitude that is coming around; something of lowering our ex-
pectations.- I think it 1s unfortunate. When. T think of youno peoEle
today, college students studying to be some-kind of erigineer, or ‘a
bachelor of arts or something, T think it is'1iot unreasonable that a col-
lege student should expect a‘job when he gets out of college ‘that is
reasonably close to his field of study. This has béen discussed and
hashed around in the concept of training, and being educated to proper
job classifications. I -don’t think that is an'undue expectatlon '

T think a-young worker today, perhaps married or 'with a chlld a
kid on the way—1 don’t think it 1s unreasonsgble for hirhito expect a ]ob
It may. be unreasonable for him.to:expecta boat or-a cabin in the-moun-
taing, but not a job. Maybe he should be ablé to expéct to be a home-
owner in the near future, at least plan on that. I don’t thmk these ‘are
unreasonftble expectatmns . R .
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You look down at south central Los Angeles where we have much
different conditions, much worse conditions, in this. These people have
it more dismal. Young people in this area are much more unemployed
than other areas. They have a much more dismal outlook upon what
their future is. I don’t think it is unreasonable to have some of these
young people expect to improve their conditions in life through a job.
And the answer to this really is jobs, jobs that will give them money,
give them the ability to plan their lives a little bit more than they have
thad up until now.

You mentioned earlier the Full Employment Act of 1946. If T
understand that properly, it is not only to provide jobs but it is for
full utilization of our natural resources.

Chairman Humprrey. Right.

Mr. CurTin. OK. 1 see it has failed not only in creating jobs, but
it has also failed in utilizing our natural resources. I think our
greatest resource is human beings. ,

Today we have many bright, active young people who are not being
utilized in any capacity whatsoever, are on unemployment, could be
utilized to help society in many ways. If it is just a project, as Mr.
Hahn suggested earlier, to improve housing conditions for houses
that already exist, they are not being utilized at all.

What I find in my job is that many of these young people have
been turned off to the political process. They don’t see government
as having the ability to affect their lives positively. This is unfor-
tunate because it is a vicious cycle. The very people who need to
participate in the governmental process and our voting process are
the ones who are beginning to say that the government cannot help
them, or does not help them, and they don’t see any chance of this.

For the Full Employment Act to make sense, it has to be a utili-
zation of our manpower. To me, that is jobs. It all comes down to jobs
basically.

I would like to see young people who are now tax burdens, become
taxpayers. If you are talking about efficiency in Government—you
mentioned this earlier, Senator—it is more efficient to take care of the
problems we face today, take care of them today rather than shuffle
them off for next year or 10 years from now. They become more and
more expensive if they are held up.

I think there is a statistic, and I believe you mentioned it yesterdav
on television, that for every 1 million people who become emploved
who are on the unemployment roles now, the Government saves $16
billion. I believe that is correct.

Chairman Humprrey. That is the cost in terms of the cost to the
Government, the cost of lost income, the cost of revenues.

Mr. Corrin. Right. To me it seems like common sense, in terms of
efficiency and in terms of human values, giving people a sense of
productivity in their lives. It is a very important thing to have. We
should have jobs, and the Government should be an employer of last
resort. It should go into deficit spending, hecause if we are going to
cut into the budget deficit at $16 billion a clip for every million people,
we are going to have to kick that off with some kind of major invest-
ment. That is the way I see it, and that is the way unfortunately,
I think, a lot of people see it, a lot of young people particularly.
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Chairman Humprrey. Thank you, Mr. Curtin. That is a very ex-
cellent statement.

Mr. Carolan, I am not sure I pronounced that correctly, Mr. Carolan.

Mr. Caroran. That is right, Senator.

Chairman HumPHREY. You are with the Plumbers Local 78?

Mr. Caroran. Yes. : :

STATEMENT OF ARTHUR CAROLAN, SECRETARY, JOINT APPREN-
TICESHIP COMMITTEE, PLUMBERS LOCAL 78, LOS ANGELES,
CALIF. ’ '

Mr. Carorax. I am also the secretary of the joint apprenticeship
committee, in which we have 110 apprentices registered in our ap-
prenticeship program. And we have 55 of them out of work, and been
out of work for almost a year right now. So, you can imagine the feel-
ing that we have in our local. :

We have 1,000 members in our local, and we have 380 of them out of
work and have not worked since last April, last April in 1975.

Tt is kind of depressing when your members call up and they lose
their health and welfare benefits because they have not worked 600
hours this year to cover this year’s cost. It takes 600 hours to cover
our members in our health and welfare, and we cannot cover them any-
more, because they have not worked enough time, they have not con-
tributed enough.

We are just in a state of no growth or no work at all, period. And,
we have had apprentices that we have dropped out of the program.
Voluntarily they have dropped out. They have been working in pizza
parlors, or doing something besides going to our school, which they

-have to go to twice a week.

The thing that we are talking about is that we are an inner city
lJocal union that takes care of the inner city problems. We are not
able to take care of our minorities, we are not able to take care of any-
body, period, as far as our work situation, our job opportunities, are
concerned. :

We have people working in.Texas right now that we have sent
down there. They leave their homes here, go to Texas and send checks
back if they are working down in Texas, or Billings, Mont.; or Port-
land, Oreg.; in the shipyard up there or Pascoe, Wash.

Any place that we can put people to work, we are on the telephone
trying to put them to work, as far as our membership is concerned,
and we still have 380 of them out of work.

You can imagine the impact this has had. We carry them on reduced
dues, at $8 a month reduced dues, if they don’t work at all.

We are really down at rock bottom. We have people that go to the
unemployment-line, qualified mechanics, and they stand there in line
for a while, and they say, “No, I am not going to do that, that is a
loser’s line, right there.” That is a loser’s line. They are going to do
something else. :

Chairman HumpHREY. And here, just a few years ago, we were—be-
cause the charge was they would not.train, and so forth, so you entered
into a big apprenticeship program, and I understand what you are '
saying here is that a substantial number of your apprentices are with-
out any chance to do any work.
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Mr. CaroraN. They are not working at all, and we do not have the
work for them, so they are not going to go to school, they are not going
to get the on-the-job hours, so they just—they are in a state of limbo,
and we just hold them that way.

We are training welders right now in our school. We have 45 weld-
ers, or 45 journeymen, that go to school 8 hours a day.

We are training Heliarc downhill welding, because there is a demand
for welders, but we are financing that ourselves, out of our own trust
fund, or out of our own training program, but we have people that are
standing in line right now, trying to learn to be a welder so that they
can go to work someplace in the United States. That is what we are
in the process of doing, or we have been doing, for the last 6 months.

Chairman HumparEY. Therefore, I imagine headlines that tell us
that recovery is here, or things are just coming along fine, that doesn’t
set so well. : .

Mr. Caroran. That doesn’t set very good in the building trades, as
far as we are concerned, Mr. Chairman. That is all I have to say.

Thank you.

Chairman HompaREY. Mr. McLaren. :

Representative RousseLor. Mr. Chairman, may I interject just a
moment

Chairman HumreRrEY. Yes.

Representative Rousseror. I was interested in your comment that

you thought that part of this problem was related to a no-growth sit-
uation. Could you elaborate on that?

Mr. Caroran. Well, yes, I can, Mr. Congressman,

‘What we are talking about, I think no growth is that we don’t have
any building going on period. Every time—we are talking about sew-
age treatment plants that we could use in the United States, water
treatment plants that we could use in the United States, powerplants
that we can’t use out in the middle of the desert because somebody says
that the rattlesnakes are going to die off. T am talking about Vidal
Junction down there, where they have these impact studies saying that
you cannot build a powerplant down there in the middle of the desert.

This is the type of thing that we are faced with, and our growth
has got to start with-—in the building trades.

Representative Rousseror. They talk about endangered species of
rattlesnakes, and yet we have endangered species of our own citizens.

Mzr. Carorax. They are walking around on 2 feet.

Representative Rousseror. Yes. That is a good point.

Chairman HumpHREY. Mr. McLaren.

Mr. McLaren. Yes, I don’t want to take up too much of your time,
Senator.

Chairman HumprrEY, Mr, McLaren, you are one of the unemployed
plumbers?

Mr. McLarex. Yes, I am one of the unemployed plumbers.

STATEMENT OF JAMES McLAREN, PLUMBER, LOCAL 78,
ARCADIA, CALIF.

Mr. MoLarew. I signed the out-of-work list last May 27, so that
- will be a year come May, and I haven’t been able to go to work out
of local 78 since I have been unemployed. And, it is one of these
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things: I have got a wife that can partially work, she is & nurse, and
she has helped out tremendously with the family. .

I have got four girls and one boy, and even the kids have helped
out. They baby sit and they buy their own clothes, and stuff. They
help out with the family. - : . .

I don’t like it too much. I don’t think any man likes to see his wife
go to work and be the breadwinner, so I would like to see if there
could be something done. o
It has been said on this floor this morning that housing is the
thing to do. Get it back on the floor and get-this thing rolling. I
think it would be just out of this world if we could get these guys to
work. It is just ridiculous that these members, as brother Carolan
says, they have got to go out of State and go to work.

They are not making any money. They are lucky—they are work-
ing out of State, they are keeping a home out of State and they are
keeping a home in the State. They are sending money back to their
families. It is not worth it for a lot of guys to do this..

" You live here in California, you: want to go to. work right here in
your own State. You don’t want to go to work outside. So, Senator,
that is all T would like to say. :

. -Thank you. - . :

" Chairman Humpurey. Well, let me tell you, we appreciate your
statement and look at you and see the feeling of frustration that you
have. Itis very touching. - -

Mr. Mandel, do you want to pull the microphone over?

Am T correct, you are the coordinator of the Coalition for Economic
Survival ? : -

Mr. ManpEL. I am coordinator of the Full Employment Committee
of the Coalition for Economic Survival. ' :

Chairman Humrurey. Yes, sir.

STATEMENT OF PIERRE MANDEL, COORDINATOR, FULL EMPLOY-
MENT COMMITTEE, COALITION FOR ECONOMIC SURVIVAL,
CANOGA PARK, CALIF. " .

Mr. MaxpeL. We are a little disturbed about the nature of the hear-
ings that are taking place and mainly take testimony of people who
are in the employ of the GGovernment or representing the interest
groups, but are basically thinking nothing to solve the problems of
economic crisis. o '

We are speaking in the name of people that we go directly to, the
unemployed, welfare people. People are the victims of this crisis,
and they feel that the priorities that have to be reshaped are not a
question of public sector or private sector, but people versus profits.
‘The people that are making profits out of the economic system and
of the economic crisis, and the people that are vietimized more by
the economic crisis. - B : ‘

Now, we recently were lobbying with Congressmen on a recess here
in California. We visited Congressman Corman, Congressman Bell,
‘Congressman_Anderson, Congressman Danielson, and Congressman
Hanford, and one of the reasons we visited those Congressmen was
precisely to stress the plight of the unemployed and to present them
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with ballots that we are circulating and we are having the unemployed
tell us what they need and what their condition is.

We have presently 5,000 ballots that talk about the immediate
problems of the unemployed, like the question of losing a house, and
the need for a moratorium on debts that would protect them from
that kind of a plight, or the question of protecting their medical insur-
ance, their pensions, when they lose a job.

These are vital issues that are not being dealt with.

Now, most of the Congressmen tell us about the difficulties in Con-
gress, about the fact that the power of veto of the President that is
supported by the Republican and Dixiecrat Coalition, is preventing
them from passing that kind of legislation needed for the people.

But what we want is—we want from this hearing, as well as other
hearings—for people to come forth like Congressman Hawkins, and
like people who can stand up and fight for a basic radical change
that will provide what is called, for instance, in Congressman Haw-
kins’ field, a budget that will be completely geared toward the purpose
of providing jobs and full employment, and budgets that will take
all the resources from the people and give it back to supply the needs
of the people.

We would like to see this kind of an attitude in Congress, where
people stand up and they actually help to get the people together in
the back of that kind of a legislation, that kind of a program, and I
would like for you to hear the other members of our panel, and this
is Gregory Binion that works with people, first-time job seekers.

Chairman Humerarey. Gregory Binion.

Mr. Binton. Binion, yes, that is correct.

Chairman Humenrey. We will get your full name and address
after the hearing.

Go right ahead, Gregory.

Mr. Bvion. OK.

STATEMENT OF GREGORY BINION, COALITION FOR ECONOMIC
SURVIVAL, LOS ANGELES, CALIF.

Mr. Binton. I want to first of all thank you for being able to speak
before your committee. I wasn’t prepared to come into the meeting
to speak. I was coming here as a job assignment. I work for the
neighborhood adult participation project.

IIarplla member of CES, and they asked me to speak in their behalf,
so T will. :

As a worker for the neighborhood adult participation project, we
run across a lot of people who are feeling the crunch in a way that I
think most members of the committee, all of the members of the com-
mittee, and probably most of the people who have testified at the
committee today, are not used to, and to them, the question of un-
employment is a little bit more immediate, and the solution to that
problem of unemployment is a little bit—comes around a little bit
. quicker than some of us tend to think.

Now, what am T talking about? I have sat through most of the
session this morning, and I have heard a lot of talk about the fact that
the Government is paying millions of dollars for welfare, and T have
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even heard a couple of people say that a lot of people would rather
be on welfare than to work for a job. ‘

Now, that is not the predominant sentiment, I am sure.

Chairman HumeHREY. No, I think it is very clear that the evidence
was to the contrary; that there may be some. There are always some.

Mr. Binron. Yes. Well, I think that that tendency is important,
not because it was expressed here today, but when it comes around
to voting time, when it comes around to passing legislation, it pro-
vides for the basic needs of our people, for the American people, that
this attitude and this concept becomes prevalent. I think that this is
reflected in some of the programs today.

I think that, when it comes to the—like Pierre was talking a few
minutes ago about private enterprise, and I have heard the Senator
voice his support of private enterprise, and I think that that is all
very well, that is all good, but I think that one of the reasons that
~ America 1s in the situation that it is today, is precisely because we
did not put any kind of restrictions or guidelines on free enterprise;
that we did not say that General Motors, for, instance, when the Viet-
nam war was over, should put people to work on peaceful projects.
We did not say it to Armalite, we did not say it to any of these
industries: Now you should have a transition period and go to a peace-
time economy.

All we said was, OK, we are going to employ these thousands of
workers making bombs and guns and guided missiles and different
parts that are not useful in a peaceful economy, in a peacetime
economy.

We are a country that has historically needed a war to get us
through, and I think that sooner or later, somebody in this country
1s going to have to get enough guts and enough support behind them
to begin to challenge the power of private enterprise.

This is going to be a crucial question, because you cannot talk about
having full employment in a country where it is not beneficial—in an
economy where it is not beneficial; where it is, in fact, inflationary.
The reason maybe it is inflationary is because this country is run for
profit, and not for meeting the needs of its people. - L

OK. To sum it up, what I am saying is, that if we are not willing
to challenge that power, if we are not willing to challenge the power
of free enterprise, or even question its validity in the context of today’s
problems, then we have no alternative than to provide programs, social
and economic programs, that work.

So we shoulg not talk about cutting back the budget for CSA next
year. We should talk about increasing that budget. We should talk
about getting more poverty workers out there.

One of the things that we have to recognize is that the welfare
system in this country, the medical system in this country, all of
these systems that are not working, they are not geared for this type
of economy. They are not geared for this type of situation, so maybe
we should look into that.

For every 1 of the 900,000 people that Mr. Hahn said was on
welfare, I can think of a whole lot more that need to be on welfare
and can’t get welfare.
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You know, so I think that we ought to talk about expanding these
agencies, and I don’t think that the two are mutually exclusive, and
I'don’t think that we should look at them that way.

Chairman Humpurey. Thank you very much.

You have another gentleman here.

Representative Rovussecor. Could I interject for just one quick
moment.

Chairman HompHREY. Yes.

Representative Rousseror. I want to assure you that the overwhelm-
ing majority of people in Congress today are very concerned about
us being geared to a war economy, and that’s why we passed the bill
last year that puts restrictions on the power of the Presidency to take
us into wars without the specific consent of the Congress.

I don’t want to speak for anybody else, but I think the overwhelm-
ing majority of Congress is tired of going to war to save the country.
Unless it is some crucial measure to save our country, or some good
ally, we are just tired of putting up the money for providing the wars
around the world and I think that is why we are taking a hard look at
what the Congress wants to do in the way of providing any money in
Angola. For what? We are going to debate that when we get back,
and I think the issue that you pointed out is a good one.

We don’t want this country based on a war economy all the time. It
i1s wrong, it has not worked, except when we have to maybe save the
world from the Nazis. Unless it is that kind of an issue, we are not
going to be in a war economy.

Isn’t that right, Mr. Chairman ?

Chairman HumpuareY. Well, I hope that is right.

STATEMENT OF HUMBERTO CAMACHO, UNITED ELECTRICAL
WORKERS UNION, L0OS ANGELES, CALIF.

Mr. CamacHo. I am Humberto Camacho from the United Electrical
Workers.

Senator, we are now affiliated with the United Electrical Workers
Union, and we have our experience in the electrical industry and
mostly in industrial workers. ‘

That was one of the reasons that we geared our program to coincide
with the people in the community, and we have been working with
different coalitions, including coalitions with different unions, in order
to bring to the attention of the Government, one, the situation of un-
employment, which is ridiculous in the wealthiest nation in the world;
the second thing that we brought up, and we would like to bring to your
attention now here. is one solution, an immediate solution, that can be
applied for alleviating part of the unemplovment. and this is to enact
legislation and to establish the 35-hour workweek with a reduction in
pay, that would bring thousands of workers back to the payrolls.

You can plan all the problems that we have and the solution to those
problems by different programs, but if the people don’t have the jobs,
1t is impossible to cope with that problem.

And we say, because we face negotiations with the electrical indus-
try this year, that we have tried. tried in different negotiations, to start
the 85-hour workweek, and without success, because it is not conven-
ient for the industry.
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And the’other point that we bring to your attention is, you know,
to stop the runaway industries, stop, you know, the exporting. It is
against the principles that we have. _

We are trying to clean the environment, and yet companies are al-
lowed to take raw materials, bring them back, put the labels, take them
back, and all this fuel that is just wasted and polluting the oceans, and
for what ? Just for the purpose of getting more profits.

1 think that when you get back and try to get those solutions, I think
one of the points on our agenda will be the immediate enactment of leg-
islation of the 35-hour workweek, with no reduction in pay.

We have several other problems, but that, you know—-once you have
people back to work, I think there will be lesser problems, that you can
cope, and you can get some of the problems straightened out.

The big military budget has been bothering us a lot, and I agree
with the Congressman, you know, that we do not need to spend mil-
lions or billions of dollars to go out and get another war started when
we can cieate peaceful jobs in the country.

One of the things that we will say that will open the road to the full
employment bill that we have been trying to get to the communities
and to the working people throughout California, and some of the
States in the Nation, about full employment with so many meaningful
goals—to achieve in a certain limit of time, at least part of it, and to
reduce the unemployment rate.

Tt is a shame. It should be no more than 2-percent unemployment
rate in the United States, and this is one of our positions, and we urge
it strongly to this committee. To make a report and try to pass some leg-
islation that at least will gét us through this period by enacting legis-
lation for the 35-hour workweek, and restrict some of the ridiculous
inflationary prices that go on witli no regulations. You get it from the
big chains, you get it from the small stores, and the small communities,
so you go and buy a pack of cigarettes in the ghetto places and it is
about 60 cents per pack. —

There are all kinds of things that you can do, and you can provide
jobs by creating those agencies to regulate and really check into the
abuses that are permitted with the working people, thé one who has
the least.

One more point. That the big corporations should pay their fair
share of taxes and the employee, the average family man that cannot
afford, should be excluded from taxation to a certain limit. I think you
have some recommendations that you made in the past, and I agree
fully with that. People who have enough money shouldn’t be taxed
more than the corporations, and this is what we want you to hear.

‘Chairman Humprrey. Thank you. Now, I believe we have one addi-
tional person. .

Mr. Camacso. Yes; Larry Gross, coordinator, from the Coalition
for Economic Survival. : ' .

STATEMENT OF LARRY GROSS, CO-COORDINATOR, COALITION FOR
L ECQNOMIC SURVIVAL, LOS ANGELES, CALIF.

Mr. Gross. My name is Larry Gross, and I am the cocoordinator
of the Coalition for Economic Survival. T ‘
As you are aware, unemployment is a vicious disease that is eating
away at the life and breath of our country and its people, and offi-
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cially, they say unemployment is 10 percent. I am sure, if you go a
couple of blocks away from where we are now, unemployment rate is
closer to 50 percent.

Now, this is an election year, so it is very convenient for a lot of
people to talk about unemployment, the No. 1 thing on people’s minds.

The thing people are not talking about is how is full employment
going to come about? Who is going to fund it? I have heard talk
about putting money into the private sector of this country, instead
of the free enterprise system, but does free enterprise really exist in
this country ?

I don’t think it does, and I don’t think most people do think that
it exists, when you have corporations, when you have 4 corpora-
tions controlling about 90 percent of the line of industry. You look
at steel, you look at the oil industry and just all the way down, and
this is the cause of inflation and high prices, which is another thing
that is eating away at people.

Now, to fund full employment, I think it is very obvious. We have
got to look where we are wasting the money, and the one thing that
1s outstanding, is the military budget. It’s the highest military budget
and it will go on forever.

Now, Congressman Rousselot, you say that this is not a wartime
economy, that we don’t want a wartime economy. Well, if it isn’t a
wartime economy, how come we have such a high military budget?
How come Representative Les Aspen said that a study he made, and
a study various peace organizations made, that—for every $1 billion
you take out of the military budget, you can create about 100,000
civilian jobs, peacetime jobs; jobs for building schools, for building
low-income housing, for cleaning up the environment, instead of
building the B-1 bomber, which is a waste, which is going to be
obsolete before it gets off the ground.

These are the things we have to talk about. We have got to talk
about funding full employment. We have got to talk about the 1 or 2
percent that the large corporations are paying in taxes, getting all
the loopholes.

Arco—Mr. Thornton Bradshaw, I see, is going to be speaking here—
recently made a deal with Southern California Gas down here, where
they are going to be extorting $1 billion from the people here, to fi-
nance Arco, the second largest corporation in this country, so we can
have gas in our homes. Arco says, you do it my way, or you are not
going to get the gas.

Now, it’s up to our politicians. That is what the people are look-
ing for; the politicians to stand up for the rights of the people, to
stand up to the large corporations and say, wait a minute, we have got
to work in the interest of the people. People are starving. People are
out of work, and they have nowhere to turn. Their unemployment is
running out, and they don’t know what to do.

Now, it is up to you, up to all of you and all your fellow people in
Congress, to do something about it. We don’t want money going over
to Angola, we don’t want money being wasted on a military budget.
We want money for jobs, public jobs, public jobs to build schools and
housing, et cetera.

This 1s the richest country in the world. It’s the richest country that
has ever been seen on this face of the world, and we have the resources
to provide these jobs, to provide a better way of living for all people.
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Now, there are some immediate things that Congress could do, things
that are needed in the meantime, and that is extension of unemploy-
ment insurance compensation. There should be a bill introduced which
would guarantee people unemployment for the duration of their
unemployment. .

There should be a bill introduced for first-time jobseekers. How
about the people coming out of schools, they don’t have a place to go.
There are no jobs that are available, and they can’t go on unemploy-
ment. ‘ :
Do you want to know why your crime rate is going up ? Well, if you
are out on the streets and you don’t have a job, or no income or un-
employment, well, you know, the next thing to do is beat someone over
the head next to you who does have something. It is a matter of sur-
vival, and people have to survive, and the resources are here. It can be
provided for the people, and it has to be redirected into that. -

Our national priorities have to be turned around. It has to be
turned around for the needs of the people, not for the large corpora-
tions, and we call on you to do that. ‘ :

Thank you.

Chairman Homparey. I thank you very, very much.

Mr. MaxpEL. Senator Humphrey—

Chairman HumpHREY. Yes, Mr. Mandel.

Mr. Manper. Besides being a coordinator, a_full employment co-
ordinator of CES, I am also an unemployed steelworker, and
would like to tell you now a little bit what happens in this area with
the steelworkers.

We have, for instance, several plants that closed down in the
Los_Angeles area. There was an American Can plant in Santa Fe
Springs that kicked out 900 people from their factory. There is
a plant in Torrance, a Bethlehem plant, it is a manufacturing plant,
that has 150 people that is about to close up and kick those people
out. A big rubber tire plant was closed up about a half year ago. -

Now, this is unpermissible, and I think that Congress must do some-
thing about it. If the private sector cannot provide the work for the
people, then Government has to step in and make provisions for pub-
lic ownership of those industries that cannot provide the functioning
of their plants and the providing of jobs in existence for the people.

And for instance, today, when we talk about priorities, nobody
brought out the fact that there is going to be about 114 million people
that will be kicked off the rolls, the unemployment rolls, and have no
extension of unemployment compensation.

In the lobbying, we got a promise from Congressman Hannaford
that he will introduce such a bill as soon as he goes back to Congress,
and we hope that this will be the No. 1 priority of Congress
when they go back; to provide the unemployment compensation to
continue for the people who are completely destitute. When they are
kicked off the rolls, they have no place to go.

Chairman Homerrey. We have, T want you to know, made special
note of that in our report to the committees of the Congress, and I
am sure that you will find that there will be legislation introduced, and
T hope vigorously supported to help the people.

Mr. Manpur. We would also like this ballot to be introduced, as a
sample of what we are doing, into the record.
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Chairman Humerrey. Without objection, it will be printed in the

record of our hearings.
* [The information referred to follows:]

T BALLOT e

! VOTE FOR WHAT YOU WANT

§

a ’ Do the bill collectors bother you?

tij Would it help to POSTPONE PAYMENT OF DEBTS

A (A MORATORIUM) FOR PEOPLE WITHOUT JOBS

for the entire period of unemployment and a year after?
YESO wNo O

" 2 Are you worried uhout vour ubility 1o payv yaurrent
or your house payments? N
Would an IMMEDIATE FREEZE ON EVICTIONS AND
FORECLOSURES HELP?

Yyesd nNo O3

-+ We all need i°b5 or i“come: ‘We all 3 Do you'have growing children und do you have to

fineed to provide for our families and J§ find the money for mitk every day?

Rbe able to pay our bills and take care # Woutd FREE MILK FOR UNEMPLOYED HEADS OF

8 of emergencies. FAMILIES with growing children help?
° 9 vesO No O

4 Are you handicapped by the lock of a car or the high
cost of gus when you look tor u job?

[f WE DON’T HAVE JOBS AND iIT IS NOT How zbout FREE BUS PASSES FOR UNEMPLOYED

[ OUR FAULT. BUY IF WE SPEAK-UP TO- . PEOPLE?

FGETHER WE CAN WIN FULL EMPLOY- § YesO wnoDO
MENT WITH DECENT WAGES. - 5 Have you lost fringe benetits such as medical and life

B insurance or your pension plan?

i Should there be a LAW TO PROTECT THESE BENEFITS
w8 THROUGH GOVERNMENT PAYMENTS?
; vesO wnoQQ

6 How long can you go on with present unemployment
0 payments?

J Shouldn't all unemployed get MAXIMUM PAYMENTS
WITH A COST-GF-LIVING ESCALATOR FOR THE
DURATION OF UNEMPLOYME IT?

vesd wno O

X 7 Add your own suggestions we may have missed.

S LET'S GET TOGETHER . . . with others

. | to make the politicians produce.
We have the power ...
of 10 niiilion people |~

when we gef together. §n..

4 Cnion or Industry.

ISSUED AS A PUBLIC SERVICE BY FULL EMPLOYMENT COMMITTEE OF THE COALITION FOR ECONOMIC SURVIVAL, 5889 WEST PICO BLVD
LOS AMGELES, CALIF. 2ud19. FO MORE BALLOTS FOR YOUR FAMILY, FRIEKDS, URION OR CHURCH, CALL 938-0241.

Labor Donatod

Chairman Humparey. I want to thank you. I appreciate your taking
the time to come with us here today. I want to assure you that we try
to make these hearings as broad as possible. In every community we
have been, we have had a number of people who have suffered from
unemployment appear with us and speak to us.

We have a limited amount of time. We come here. Mr. Hamilton
is from Indiana and I am from Minnesota, and we have serious prob-
lems in our own States, but we recognize we are Congressmen of the
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United States, and we know that we need to listen wherever we can go.
So -your testimony does not fall on deaf ears; nor on cold hearts.

Some of us, and I think all of us, are deeply concerned. It’s a question

of how we best do it, and we will not forget what you have had to say.
I thank you very much.

ATFTERNOON SESSION

Chairman Hunrurey. Let us go on the record. Is Lieutenant
Governor Dymally present? Governor Dymally; we want to welcome
you as the Joint Economic Committee resume its Los Angeles hearing.
It is a particularly great personal pleasure for me to welcome as our
first witness in this afternoon session, the Lieutenant Governor of .
California. : , ' o

Following Mr. Dymally’s testimony, we will have a panel of three:
witnesses. We are going to change our panel participation. We will
hear the panel on environment technology after Lieutenant Governor
Dymally and we will mové the panel on unemployment problems in
the Western States as the final panel of the afternoon session.

Mr. Dymally, as the Lieutenant Governor of one of the largest Stafes
and I believe the most populous’ State and a State in which the
unemploynient rate is nearly 10 perceiit, you are familiar on a day-to-
day basis with the problems créated by the recent disastrous recession.
You have had a deep- and long-standing interest in.problems of’
economic development and employment as a former member of the
legislature of California and as a concerned citizen and I understand
that you are now serving as ¢hairman of the Commission for Economic
Development. Speaking for the committee, we are very pleased and
honored to have you here and we will welcome your testimony..

Lieutenant Governor Dyamarry. Thank you very much, Senator.

STATEMENT OF HON. MERVYN M. DYMALLY, LIEUTENANT GOV-
ERNOR, STATE OF CALIFORNIA, AND .CHAIRMAN, COMMISSION
FOR ECONOMIC DEVELOFMENT - o :

Lieutenant Governor Dymarry. Members of Congress, I have
appeared here today in my capacity as chairman of the Commission
for Economic Development. And if I may reminisce a little bit, it was
in this place that I appeared before the post legislative body which
was chaired then by Assemblyman Gus Hawkins some 14 years ago,
and so it is a great pleasure to be back here in his presence to talk about
the economy. . ‘ '

President Calvin Coolidge made the profound observation that
when people are out of work, unemployment results. .

Unfortunately, much more than unemployment results. T might add
that I wish to enter into the record this statement, which is summarized
here, and I am reading the summary statement. '

Chairman Huaparey. The whole text of your statement will be
printed. ’ . ' R

Lieutenant Governor Dymarry. Unfortunately, much more than
unemployment results. As.the committee knows, chronic unemploy-
ment and underemployment Jéad -to rising rates of murder,-suicide,:
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mental illness, physical illness, family breakup and to a withering-
away of confidence in Government. )

We are talking about more than jobs here today. We are talking
about the very soul of this Nation and whether it can survive as we
have known it.

I would like to deal with three subjects here today : )

First, I will try to document the dire need to establish full em-

loyment policies as our first economic priority. There has been a
E)t of talk about full employment and many people seem to regard
it as a radical proposal. In my judgment it is a very moderate to
conservative proposal because all we are talking about here is putting
people to work. And the alternatives are unemployment insurance,
some $600 million added to the budget this year in California; just
imagine what could have happened if we were able to put that money

into the economy. ) ) )
Second, I want to outline the kind of economic planning we need,

and
Third, to go into how public service employment fits into this, on
both an immediate and longer term picture.

Now, let us look at where our current conventional economic thought
and social philosophy has taken us:

We rely on economic theories and Phillips curves which say we
can’t have both inflation and high employment, but we have both
just the same.

‘We have bureaucrats who plan our rate of unemployment—sup-
posedly to help the Nation’s well-being—even though studies show
that joblessness is directly related to the rate of mental disorders,
violence, alcoholism, certain physical illnesses, family problems, child
abuse, delinquency and even to the death rate itself.

‘While the administration is refusing to use Federal funds for
creating jobs, we nevertheless spend $20 %illion for unemployment in-
surance—the largest increase in the Federal budget each year.

A few more results of our current economic and social theories—
One, we are now talking of a decade of high jobless rates.

We witness the gap between the haves and the have-nots increasing
each year since 1968, and continue to follow taxation and monetary
policies which—divorced from full employment goals—consistently
fail to close the gap. :

We see the Harris poll showing that the percentage of Americans
feeling “What I think really doesn’t count much anymore” rising
from 37 to 67 percent since 1966.

We follow economic policies that see us lose an estimated $50 bil-
lion in gross national product as well as $14 billion in uncollected
taxes, with each 1-percent rise in unemployent,

In sum, we see our Nation’s economic soul literally tearing at the
Esams, with echoes in crime and illness rates and other social indica-

TS.

State and local governments are expected to lose between $20 billion
and $25 billion from the economic slump during the fiscal year 1976.
But they must share some of the blame.

California figures show that, in 1974-75, our 50 counties received
$640 million in revenue sharing funds, yet none of it was spent on
job creation, job training, or economic development. Worse yet, almost
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$290 million went unspent. That is enough for over 30,000 jobs. I hope
the Members of Congress take note of this fact. I will repeat again
that revenue sharing in California, in the 50 counties, was not used
for any economic development. ‘

To reestablish hope, we must establish full employment as our high-
est economic and social priority. We must begin work immediately to
reduce officially acceptable unemployment levels to no higher than
3 percent—and make certain we redefine this so that when 1t is 8 per-
cent nationwide, it is not 10 percent for women or minorities or senior
citizens or young people.

‘We must ban forever planned unemployment to combat inflation.

I add my support, of course, of the Humphrey-Hawkins full em-
ployment bill to that expressed earlier by the representatives of orga-
nized labor, with the AFL-CIO Policy Committee’s statement of De-
céamber 5, and with members of the National Full Employment Action
.Council.

But I fully recognize it is not enough to passionately call for full
employment. This State, this Nation, must rationally, intelligently,
and logically plan toward full employment.

Planning, particularly economic planning, is not popular with the
public these days. And no wonder. The average person suspects plan-
ning is something done “to” people and not “for” or “with” people—
particularly when statements of the need for planned unemployment
emanate from the White House. '

Planning is often sorely inadequate. In our study as chairman of
California’s Economic Development Commission, I find we don’t even
know how changes in the national economy affect California.

Planning must have goals that we work toward. We must plan for
full employment by saying “it can be done” and then setting out to
prove that it can be done. ‘ "

And all segments of our society must take part. The National Eco-
nomic Planning Board as outlined in Senate bill 1795 and the local

lanning councils as outlined in the House of Representatives 50 and
IS)enau“,e bill 50, would both be a quantum leap forward from the mysti-
cal planning mechanisms we are saddled with today.

In sum, economic planning, if it is to be compatible to our society
and if it is to reduce, not exacerbate conflicts, should : first, have clearly
defined goals; second, proceed wtih new sets of questions and consid-
erations; and third, and most important, involve the public. If it
doesn’t, it will fail, as planning usually does today. _

And finally, as to public service employment, I fully agree with the
emergency jobs program outlined in the 1975 midyear review of the
economy, published by this joint committee. But on a longer range,
we face real problems. - :

All service providers are coming under attack—