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LETTERS OF TRANSMITTAL

Max 19, 1977,
To the Members of the Joint Economic Committee :

Transmitted herewith for the use of the Joint Economic Committee,
the U.S. Congress, and the interested public is a report entitled
“Toward a National Growth Policy: Federal and State Developments.
in 1975.” This report is the latest in a series of reports prepared by the
Congressional Research Service of the Library of Congress; the earlier
reports cover the years 1970-71, 1972, 1973, and 1974. The report is de-
signed to provide a service to Members of Congress and other policy-
makers at all levels of governmerit by documenting significant actions
taken in 1975 that have an effect on national growth and development.
By relating these actions to one another, and to the various elements of
a national growth policy, the report is intended to provide an informa-
tion base that should be helpful in developing coherent and compre-
hensive policies governing the future growth and development of our
great Nation. ,

Ricaarp Bounixg,
Chairman, Joint Economic Committee.

May 13, 1977,
Hon. Rrcuarp BorLrLing,
Chairman, J oint Economic Committee,
U.S. Congress, Washington, D.C.

Dear Mr. CHAIRMAN : ] am pleased to transmit herewith a report en-
titled “Toward a National Growth Policy : Federal and State Develop-
ments in 1975.” This is the Fifth such report to be prepared by the
Congressional Research Service of the Library of Congress. Like the
previous reports (which cover 1970-71, 1972, 1973, and 1974) the cur-
rent volume summarizes and analyzes major 1975 Federal legislative
and executive actions. State legislation, and signifiacnt court decisions
that have an impact on the various elements of a national growth
policy.

In Zxddition to the six chapters covering Federal, State, and court
activities, this volume includes bibliographies of research in progress
and research published during 1975 which pertain to the elements of
a national growth policy. A summary and critique of the President’s
1976 report on national growth is included as an appendix.

The report was prepared in the Congressional Research Service,
with Sandra Osbourn of the Government Division and Norman Beck-
man, Acting Director of the Service serving as editors. The Introduc-
tion and Conclusion were written by Norman Beckman. Chapter I,
Effective Areawide Planning and Delivery of Services, was written by
Michael Agelasto of the Government Division. Philip Winters, of the
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Economic Division, wrote Chapter II, Rural Development and Lco-
nomic Growth. Chapter II, Renewing Old Communities and Creating
New Communities was written by Clay Wellborn of the Government
Division. Mr. Wellborn also prepared Appendix E, 1976 Report on
National Growth and Development. Chapter IV, Toward a Decent
Home, was written by Susan Dovell of the Economics Division. Chap-
ter V, Improving the Environment, was written by Susan Abbasi of
the Environment and Natural Resources Policy Division. Chapter VI,
Improving Government Capability, was written by Sandra Osbourn.
Ms. Osbourn also prepared the material in each chapter on State laws.
The material on Federal and State court decisions was prepared by
Kathleen Shea of the American Law Division. The bibliography,
drawn from the data base maintained by the Library Services Divi-
sion, and the annotated summary of Federally supported research i
progress, were selected and arranged by Sandra Osbourn.
' Huserr H. HUMPHREY,

Cochairman, Subcommittee on Economic
Growth and Stabilization.



FOREWORD

Two years ago, when Senator Humphrey introduced the Balanced
National Growth and Development Act of 1974 the described the chal-
lenges that face us as we enter our third century as a Nation:

Our challenge, then, is to reach out for the “balance” in
human relationships that many of us believe to be attainable
between conflict and cooperation, between growth and sta-
bility, between individual free choice and common good,
between technology and ‘social responsibility, between eco-
nomic needs and environmerntal protection, between urban
and rural, between the old and new, between national and
local goals.

In order to provide a yardstick by which we can measure our
progress toward meeting these challenges, we have asked the Con-
gressional Research Service of the Library of Congress to prepare
the enclosed report, “Toward a National Growth Policy : Federal and
State Developments in 1975.” This report is similar to reports released
by Senator Humphrey entitled, “Toward a National Growth and
Development, Policy : Legislative and Executive Actions in 1970-71"
(a Senate Committee on Government Operations committee print),
“Toward a National Growth Policy : Federal and State Developments
in 1972,” (Senate Document 93-19), “Toward a National Growth
Policy : Federal and State Developments in 1978,” (Senate Document
93-123), and “Toward a National Growth Policy: Federal and State
Developments in 1974,” which was prepared at our request and pub-
lished as a Joint Committee print by the Joint Economic Committee.

The purpose of this publication, as was the case with these earlier
volumes. is to report major Federal and State governmental actions,
including court actions, that occurred in 1975 and that have an impact
on national growth and development. By providing a common frame-
work within which to relate separate but inextricably linked subjects
such as urban and rural development, housing, monetary, and fiscal
policy, agriculture, employment, health, education, natural resources,
energy, transportation, and land use regulations the report is designed
to provide a status report on where we are with respect to national
growth and development, information that should contribute to our
legislative deliberations during this and future sessions of the Con-
gress. The report mses the interrelated national, rural, and urban
objectives set forth by the Congress in the Housing and Urban Devel-
opment Act of 1970 (Public Law 91-609) and the Agricultural Act of
1970 (Public Law 91-524) as the framework within which all of these
individual actions can be related to one another and to national
objectives.

This document also includes a selected annotated list of research
projects underway in 1975, relating to the identified elements of
national growth policy and a selected annotated bibliography o
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literature published in 1975, relating to national growth policy and
its elements. '

There were few final legislative or executive solutions to the growth-
related issues which are becoming increasingly clear to the nation:
conservation versus development, energy versus the environment, eco-
nomic growth versus stabilization of communities, clean air versus in-
dustrial development to name but a few. However, the issues were de-
bated at length in the Congress, in public policy forums across the na-
tion, held under the sponsorship of the Domestic Council, and in the
media. Increasingly, the conflicts arising out of growth-related issues
are being debated in the courts, which handed down a number of sig-
nificant decisions in 1975. The Balanced National Growth and Deve%
opment Act (S. 8050), which we introduced in 1974 was the focus of
national debate over the role of the Federal Government in formulat-
ing systematically comprehensive, long range national economic
goals and developing policies for matching those goals with resources.
By the end of the year, the Federal Advisory Committee on National
Growith Policy Processes had been appointed and its search for viable
new growth policy planning mechanisms was under way.

The fundamental issue in growth policy today is that the Federal
Government, in both its legislative and executive branches, is not
structured in such a way that it can systematically assess long-range
policy and program questions or estimate long-range impacts of cur-
rent decisions. Moreover, the Federal Government is not structured
to facilitate analysis of the cross impacts of individual policy deci-
sions. Indeed, systematically assessing and carrying out policies that
cut across congressional committee and executive agency lines present
us with major difficulties. The policymaking process is complicated
even further by the intergovernmental structure of our Federal sys-
tem of government. Decisions made by the Federal Government affect
decisions and activities at the State and local levels, and decisions
at the State and local level often have implications for national policy.
But we have not yet learned how to handle such complex policy mat-
ters in a coordinated and supportive way. In many respects, we
resemble the knight who responded to a sudden crisis by donning his
armor, mounting his steed, and riding off in all directions at once.

We can no longer afford the luxury of such a response. There is
growing public concern about the performance of Government, 1n
part because of Government promising more than it can deliver. We
believe that this public concern is the result of an awareness on the
part of the public that the Federal Government has failed to develop
the capacity to make public policy decisions in a rational, informed,
future-oriented, and coherent way. We must no longer refuse to recog-
nize this weakness in our policy planning and decisionmaking struc-
ture. We must confront it squarely, and decide on action to make
the necessary improvements that are essential if we are to have a
pattern of national growth and development that will continue to
provide us with the quality of life that we all seek.

' Husertr H. HuMPHEREY,
Vice Chairman,
Joint Economic Committec.
Jacos K. Javrrs,
Ranking Minority Senator,
Joint Economic Committee.
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INTRODUCTION

What is our national growth and community development policy,
and why are many of our domestic programs counterproductive ¢ The
answer 1s that we have no structure of integrated policy, long-term, or
short-term; to relate the reality of urban, rural, and regional growth
(or nongrowth) dynamics with either overall goals for the Nation or
the specific governmental policies and programs that impact on our
communities. The result, as Patrick Moynihan pointed out almost a
decade ago is that no policy becomes a de facto national policy.

The conservation of the resources in our existing cities is one ele-
ment of a national growth policy. The results of a de facto national
policy (that is, nondirected Federal involvement) as it affects the con-
servation of our cities, has been identified by the National League of
Cities:?

Our. national urban policy encourages decay and pollution and discourages
rehabilitation and re-use. . . :

Our national urban policy encourages sprawl and outward dispersion of publie
and private investment.

Our national urban policy encourages the overuse and waste of natural
resources. o :

Our national urban policy encourages the permanent dependence and un-
productiveness of a large segment of our population.

Our national urban policy causes public service systems to be overused by
those who have the least need (and the most money).

Our national urban policy encourages ever-greater regulation of our lives in
order to attempt to “solve” some of the above problems.’

The League also provides specific examples of secondary costs of
existing Federal programs.

Housing policies, especially those connected with FHA, have encouraged new
residential development without a balancing encouragement for the mainte-
nance of existing housing.

Transportation policies, especially those associated with the development
of the nation’s highway system, have as an unintended and uncontrolled side-
effect, stimulated low-density spread development on city fringes and the de-
population of urban centers. ’ ' .

Procurement and location policies have unintentionally caused growth in
some places and decline in others.

The national welfare system has not solved the poverty problem, but it has
locked millions of poor into urban ghettos where they must remain to secure
benefits.

Tax policies, through deductions, allowances, credits and other forms of in-
direct subsidies have assisted both deterioration and sprawl and accelerated the
consumption of valuable resources.? . .

Nevertheless, despite the costs of non-directed polices, the con-
ceptualization much less the implementation of a national urban
policy is a most elusive one. Previous efforts at defying national growth
policy in specific operational terms have suffered from concern with
one particular aspect of the subject or another. Thus, the American

;}Ebd_}ltorial : Toward a National Urban Policy. Nation’s Citles, v. 13, January 1975 : 5.
1.
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Institute of Architects has developed an urban growth strategy based
on enhancing the quality of neighborhod development while, as we
have seen above, the National League of Cities has focused on preserv-
ing existing fully developed communities. While the Department of
Housing and Urban Development allocates 80 percent of its com-
munity development grant resources to the Standard Metropolitan
Statistical Areas of the country, the Department of Agriculture directs
its resources to the development of rural areas and smaller com-
munities. ‘ .

One of the most recent articulations of a national growth policy
definition was offered by George Wright of the Department of Hous-
ing and Urban Development, who identified a number of basic factors
that must be taken into account in developing a viable growth policy.
These included recognition of :

The fact of national population growth and of the need to accommodate this
national increment to population somewhere ;

The quality of life;

Resources as absolute or relative limitational factors:

Comparative costs, both in the location economics or agglomeration phenomena
of the private sector and in the infrastructure and public service costs of the
public sector;

The primacy of private sector decisions in our society ;

All three levels of government—Federal, State, and sub-State—each with a
role in the broad array of decisions that underlie and channel growth; and

The reality that in the public sector there are three branches of government—
legislative, executive, and judicial—each with a significant role.?

The National government, through the initiatives taken by the Con-
gress in 1970, has defined the elements of a national growth and devel-
opment policy in a reasonably comprehensive manner. Such national
growth policy objectives were formally recognized by Congress with
the passage of two landmark bills—the Housing and Urban Develop-
ment Act of 1970 (Public Law 91-609) and the Agriculture Act of
1970 (Public Law 91-524).

The basic purpose of this report is to relate Federal and State
actions that took place in 1975 to these national urban and rural de-
velopment objectives set forth by Congress. It is hoped that this report,
and those preceding it, assist in providing a conceptual framework
for the hundreds of public sector programs and policies affecting
growth and development, thereby contributing to national and State
growth policy deliberations.

Title VII of the Housing and Urban Development Act provided for
the development of a national urban growth policy to encourage and
support the proper growth and development of States, metropolitan
areas, cities, towns, and counties. In a complementary declaration of
national policy, title IX of the Agriculture Act committed Congress
to establishing a sound balance between rural and urban America. The
Housing Act also required submission by the President of a biennial
report on national growth and summarizing resulting problems:
assessing the effects of public actions on meeting such problems and
carrying out national growth policy; and last, but not least, recom-

3 George W. Wfi;zht. Balanced Growth and Community Development Strategies in Federal
and State Perspective : Presentation before the National States’ Conference on Balanced
?rowtg].aﬁldd)Economic Development, Grantville, Penn., September 19-21, 1975. pp. 3-5

unpublished). .



mending programs and policies for such basic national goals as pros-
perity, equity and environmental quality. The texts of these two acts
are printed herein Appendixes A and B. i

In order to develop and utilize a framework for the analysis of
growth policies, this report (a) defines manageable components of
national growth policy; (b) identifies specific Federal legislative and
Executive Branch actions in 1975 within each component; (c) reports
on a variety of innovative State growth policies, strategies and imple-
mentation actions and the increasingly significant court decisions
affecting patterns of urbanization; (d) attempts to relate to each other
and to a national growth policy both Federal and State developments
in such distinct but inextricably linked policy areas as health, housing,
education, transportation, rural development, the environment, and
the management capability of governments; and (e) identifies cur-
rent unresolved public policy issues likely to be dealt with in 1976 and
in subsequent years.

As it has in the past, this report also includes bibliographies on
federally funded research in progress that related to growth prob-
lems, and on research published during 1975. Appendix C'is a se-
lected annotated list of growth-related research underway during
fiscal 1975, as reported to the Smithsonian Institution’s Science Infor-
mation Exchange. This material is included to serve as a guide to
persons and institutions currently active in researching subjects relat-
ing to a national growth policy. Appendix D is a selected annotated
bibliography of literature published in 1975, drawn from the data
base maintained by the Library Services Division of the Congressional °
Research Service. The bibliography includes Congressional and Exec-
utive branch publications as well as academic and popular writings
on growth-related issues. Appendix E relates to the third biennial
report on national growth and development, which was submitted to
the Congress in February 1976. A. summary of the report is included,
as well as summaries of critiques of the 1976 growth report.

In order to provide continuity with four previous reports on the de-
velopment of a national growth policy, the following six components
of national growth policy, as identified in the Housing and Urban De-
velopment Act of 1970, have been used to define and organize reporting
on 1975 actions. Each component is treated as a separate chapter as
follows:

Chapterl

Effective areawide plénning and delivery of services.—Favor
patterns of urbanization and economic development and stabilization
which offer a range of alternative locations and encourage the wise and
balanced use of physical and human resources in metropolitan and
urban regions as well as in smaller places which have a potential for
accelerated growth;

¢ U.S. Congress. Joint Economic Committee. Toward a National Growth Policy : Federal
8'&'1 1S‘:)t7a5te315)(¢§velopments in 1974. (Joint Committee Print) Washington, U.S. Govt. Print.

. . p.

U.S. Congress. Senate. Toward a National Growth Policy : Federal and State Develop-
ments in 1973. Washington, U.S. Govt. Print. Off., 1974 (93rd Congress, 2d session. Senate.
Document No. 93-19) 376 p.; U.S. Congress. Senate. Toward a National Growth Poliey :
Federal and State Developments in 1972. Washington, U.S. Govt. Print. Off., 1973 (93rd
Congress, 1st session. Senate. Document No. 93-19) 249 pp.; and U.S. Congress. Senate.
Committee on Government Operations. Toward a National Growth and Development
Policy : Legislative and Executive Actions in 1970 and 1971. (Committee print) Wash-
Ington, U.8. Govt. Print. Off,, 1972. 172 pp.



Lhapter I1 T A :
TRural development and ecconomic growth.—Foster the continued
eeonomic strength of all parts of the United States, including central
cities, suburbs, smaller communities, local neighborhoods; rural areas,
and help reverse trends of migration and physical growth which rein-

force disparities among States, regions, and cities;- .
Chapter 111

Renewing old communities and creating new communities.—Treat
comprehensively the problems of poverty and unemployment (includ-
ing the erosion of tax bases and the need for better community services
and job opportunities) which are associated with disorderly urbaniza-
tion and rural decline and refine the role of the Federal government in
revitalizing existing communities and encouraging planned, large-
scale urban and new community development; _

Chapter IV

Toward a decent home.—Develop means to encourage choice and the
opportunity for good housing for all Americans without regard to
race or creed ; R

Chapter V

Improving the environment.—Facilitate increased coordination in
the. administration of Federal programs to encourage desirable pat-
terns of urban growth and stabilization, the prudent use of natural
_ resources, and the protection of the physical environment ; and

Chapter VI . _ ‘

Expanding government capability.—Strengthen the capacity of
general government institutions to contribute to balanced urban
growth and stabilization. :

Within each of these chapters, the Federal developments reported
include laws enacted, significant legislation receiving attention during
the year and considered likely to be passed in 1976, major actionss taken
by the Executive Branch, and major Congressional and Executive
reports and hearings. h ’ ’ :

For State activities, only laws enacted during the year are reported,
and emphasis is given to particularly innovative approaches that may
have application in other States or at the Federal level. The encourage-
ment of the orderly development of the States is a national objective
defined in the 1970 Housing and Urban Development Act. The States
play a key role in economic development, resources conservation, pro-
tection of the urban environment and in- the delegation of govern-
mental powers to correct levels of government. The State role in the ad-
ministration of Federal grants has been strengthened in recent years
through Federal policies and through thé initiative of the States
themselves. o

The courts are also increasingly playing a pivotal role in urban
growth policy. While this report does not trace the evolution and back-
ground of the courts’ role or the appropriateness or effectiveness of
judicial actions, the court decisions included in each chapter have been
selected to document the impact of the judicial branch of government
on the development 6f national growth policy and are indicative of
the widée range of court decisions affecting the subjects discussed in
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the chapters. The courts played a significant role in growth-related
events during 1975. No growth or slow growth plans designed to
preserve the quality of life for the citizens of certain communities led
to conflicts with those who aspired to achieve that quality of life by
moving into the communities. These conflicts, as well as conflicts over
access to quality housing and education were the subjects of important
court decisions 1n 1975, R

Chapter I discusses the use of areawide and metropolitan approaches

to improve the planning and delivery of services and the allocation and

- use of resources. The Federal Government plays a significant, though
intermittent, role in encouraging many of the goals of areawide deci-.
sion-making. Achieving economies of seale in these areas has been
brought about through planning assistance and planning requirements,
financial incentives for areawide approaches and encouragement of
joint performance.

Among the developments covered in this 1975 report is the enactment
of legislation which promote areawide approaches in health planning
and resources through the Health Services and Nurse Training Act of
1975 (P.L. 94-63). Overriding a Presidential veto, the Act, among
other provisions, seeks to correct the geographic maldistribution of
health professionals by extending through fiscal year 1976 the National
Health Services Corps program of providing incentives to health pro-
fessionals to locate in medically underserved areas. Likewise, the Act
addresses the geographic maldistribution in the provision of health
services by authorizing grants for the planning and operating of com-
munity health centers located in medically underserved rural or inner
city areas. '

Congress also enacted the Older Americans Act amendments of 1975
(Public Law 94-185). A number of provisions address the service needs
of the elderly and the delivery and coordination of programs. State and
area agencies on the aging are encouraged to enter “pooling agree-
ments” with other authorities in order to provide sérvices to meet
common transportation needs. ‘

The Regional Development Act of 1975 (Public Law 94-188) adds
provisions to the Appalachian- State Development Planning Process,
which in part direct the existing local development districts to assist
the States in the coordination of areawide programs and projects. The
act specifically directs the Commission to encourage the preparation
and execution of areawide action programs which specify interrelated
projects and schedules of actions. -

During 1975, the Congress considered several pieces of legislation
affecting the Nation’s railroads, which could be an important factor
in determining settlement patterns. While the automobile and truck
have spurred suburban growth during the past few decades, a revital-
ized rail system could have the effect of bringing people and industry
back to urban centers. The Amtrak Improvement Act of 1975 (Public
Law 94-25) requires the board of directors of the National Railroad
Passenger.Corporation (Amtrak) to develop a set of criteria and pro-
cedures under which Amtrak would be authorized to add or discontinue
rail passenger routes and services. Related bills include the Federal
Railroad Safety Authorization Act of 1975 (Public Latv 94-56), and
the Railroad Revitalization and Regulatory Reform Act of 1976
(Public Law 94-210), which was in conference when the first session
of the 94th Congress adjourned.
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In 1975 the Department of Housing and Urban Development signed
a number of interagency agreements to help rationalize Federal plan-
m'.lgﬁ agsistance and requirements programs. An agreement was signed
with the Environmental Protection Agency to coordinate the land use
aspects of HUD’s “701” comprehensive planning assistance program
and EPA’s Section 208 areawide waste treatment management plan-
ning assistance program. A similar agreement was reached in Febru-
ary between HUD and the Office of Coastal Zone Management, Na-
tional Oceanic and Atmospheric Administration, Department of Com-
merce. Also in 1975, the Office of Management and Budget (OMB)
published revisions of regulations for the A-95 review process for
review of applications for Federal assistance by State and regional
clearinghouse agencies to include those listed in the Catalog of Federal
Domestic Assistance. In addition, Federal Regional Councils are
given the responsibility for cocordinating and implementing the circu-
lar at the Federal regional level. ’

One of the most controversial issues in metropolitan areas in re-
cent years has been the provision of equal education to all residents of
the area. Busing plans to achieve racial balance in the schools, either
within a city or between the city and neighboring suburbs, are a con-
tinuing source of controversy. In its first session, the 94th Congress
enacted two laws—the Second Supplemental Appropriations Act
(Public Law 94-32) and the Education Division and Related Agencies
Appropriations Act (Public Law 94-94) that included provisions
dealing with busing. Each contains language to prohibit the use of
funds for busing or to force a school system, considered desegregated
under the Civil rights Act of 1964, to bus students to achieve racial
balance. The Supreme Court affirmed a lower court decision (Zwvans
v. Buchanan) which ordered the governmental authorities to submit
an interdistrict desegregation plan encompassing both the predom-
inantly black Wilmington, Delaware schools and other mostly white
schools in New Castle County.

Areawide growth policies are made more complicated by the prob-
lem of reconciling the goal of equal access to quality public services
with the goal of maintaining stable communities by instituting no
growth or slow growth policies. The courts have been very active in
trying to resolve the conflicts caused by these two goals. '

In a major decision, the Court of Appeals for the Ninth Circuit
reversed a lower court’s decision and held that the City of Petaluma,
California, has the right to limit its expansion to preserve its “small
town” character, open space, and low population density (Construction
Industry Association of Sonoma County v. City of Petaluma). The
court distinguished the Petaluma plan from other ordinances that
have been struck down by courts as being impermissibly exclusionary:
“The Petaluma Plan does not have the undesirable effect of walling
out any particular income class nor any racial minority group.”

The Supreme Court of New Jersey made a significant decision in
Southern Burlington County NAACP v. Township of Mount Laurel,
where the question was whether a developing municipality like Mount
Laurel has any obligation to make possible a variety of types of hous-
ing within its boundaries, including low and moderate income housing,
to reflect the needs of citizens in the region as a whole. The court found
that local land use regulations must promote the “general welfare”
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to be valid, and that municipalities must consider the general welfare
of persons living outside the boundaries of the municipality. Thus,
the court imposed upon the township of Mount Laurel an affirmative
legal obligation to provide for its “fair share” of housing needs of the
region around it, especially in the low and moderate cost categories.
In a similar ruling in Pennsylvania, (Zownship of Williston v. Ches-
terdale Farms, Inc.) the Pennsylvania Supreme Court held that “Sub-
urban municipalities within the area of urban outpour must meet the
problems of population expansion into its [sic] borders by increasing
municipal services, and not by the practice of exclusionary zoning.”
In Berenson v. Town of New Castle, the New York Court of Appeals
ruled that the town of New Castle, whose zoning ordinance excluded
multi-family residential housing must defend the reasonableness of its
ordinance in terms of its impact on regional housing needs: “there
must be a balancing of the local desire to maintain the status quo with-
%)n the community and the greater public inerest that regional needs

e met.”

The U.S. Supreme Court agreed to review two cases (Mitchell v.
Gautreaux and Metropolitan Housing Development Corp. v. Village
of Arlington Heights), in which decisions should help to clarify the
extent to which suburbs have an affirmative legal obligation to help
alleviate discriminatory housing patterns in adjacent cities. The Su-
preme Court appeared to limit access to the courts for persons in-
terested in challenging the effects of local zoning practices by ruling
in Warth v. Seldin that such persons must show direct or personal
damage to themselves. '

Chapter II covers actions to foster rural development and economic
growth and to reverse trends of migration that reinforce the dis-
parities among regions. No major rural development legislation was
enacted in 1975, but the Congress gave considerable attention to the
implementation of the Rural Development Act of 1972.

Restoring the Nation’s economic health was a major concern of
the Congress in 1975. Actions highlighted in this chapter include the
Public Service Jobs and Job Opportunity Program Act (Public Law
94-41) which provided $375 million through Title X of the Public
Works and Economic Development Act for short term public works
projects and was expected to provide about 50,000 jobs. The second
was the Emergency Compensation and Special Unemployment As-
sistance Extension Act (Public Law 94-45) which extended unem-
ployment benefits for up to 65 weeks in States with unemployment
rates of six percent or higher, depending on the severity of
unemployment.

In addition Congress passed the Regional Development Act Amend-
ments of 1975 (Public Law 94-188) which extended the Appalachian
Regional Commission authority for four more years (the highway
program of the ARC was extended for three more years) and extended
the authority of the Title V Regional Action Planning Commissions,
under the Public Works and Economic Development Act of 1965
(Public Law 89-136), as amended for two more years. The Act also
expanded the scope of the projects that the Appalachian Regional
Commission and the Title V. Commissions can conduct.

Chapter IIT of the report discusses efforts to revitalize existing
central cities and encourage the development of new communities. Re-

83-805—77—2
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development and renewal of existing communities and support for new
communities can positively influence desirable growth trends and
improve the quality of life for central cities, suburbs, and rural areas.
On the last day of the year, the President approved Public Law 94-200,
the Home Mortgage Disclosure Act, which is aimed at preventing
the denial of access to credit to residents of entire neighborhoods. To
discourage “redlining” the Act requires each depository institution
that has a home office or branch office within a Standard Metropolitan
Statistical Area (SMSA) to compile and make available to the public,
for inspection and copying the number and total dollar amount of
mortgage loans which were originated and purchased by that insti-
tution during each fiscal year. Also in 1975, Illinois became the first
State to enact legislation designed to outlaw the practice of “red-
lining,” which is thought to be a contributing factor in the continu-
ing decline of certain older neighborhoods. The two new laws require
financial institutions to disclose the location of areas in which they
make loans for the purpose or rehabilitation of houses, and to pro-
hibit these institutions from discriminating in their lending practices
on the basis of the geographic location of a property.

The fiscal plight of New York City led to the enactment of Public
Law 94-143, the “New York City Seasonal Financing Act,” which
gives the Secretary of the Treasury three-year authority to make loans
to that city or to a financial agency authorized by the State to ad-
minister the city’s financial affairs. No more than $2.3 billion in loans
may be outstanding at any one time. '

'The President approved Public Law 9413, the “National Insurance
Development Act of 1975,” which continues the Federal Riot Rein-
surance and Federal Crime Insurance Programs until April 30, 1977.
These extensions were determined by Congress to be essential to the
operation of State FAIR plans that provide access to basic property
insurance that would not otherwise be available in some urban areas.

Among the provisions of Public Law 94-50, was an extension of the
effective date of the 1973 Flood Insurance Act from July 1, 1975, to
January 1, 1976. The Act bars lenders from taking mortgages on
housing located in areas that have not adopted Federal land use
standards. for flood-prone areas. The President also approved Public
Law 94-173 which extended the national flood insurance program
until December 31, 1976.

By administrative action, the Department of Housing and Urban
Development at the very beginning of 1975 suspended the Federal
New Communities Programs by stopping the acceptance of any ad-
ditional applications for new community project assistance. The sus-
pension was to allow staff concentration on finding ways to resolve the
serious financial problems that were confronting most if not all
existing new community developers. )

Chapter IV reviews a range of proposals and actions to provide
decent housing throughout the nation. Housing policy is a multi-
faceted area that must address itself to providing housing for all in-
come gronps in all regions of the country, striking a balance between
additional production and preservation, replacing substandard hous-
ing, and providing maximum discretion to low and moderate income
families to participate in the housing market. While basic reforms
were deferred, legislation enacted in 1975 provided emergency and
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temporary measures attempting to aid new home sales, lower the
housing inventory, and provide relief to unemployed homeowners.

The President signed the Emergency Housing Act of 1975 (Public
Law 94-50) after Congress failed to override the veto of a more ex-
tensive housing aid measure. Mortgagors who are threatened with
foreclosure because of unemployment or underemployment may bene-
fit direct payment of carrying costs to mortgage holders. HUD will
also offer insurance of loans or advances made to delinquent mortga-
gors, thus encouraging mortgagees to show forebearance towards
homeowners delinquent in the mortgage payments.

Toward the end of the year, the Congress enacted Public Law 94—
173, which made minor changes in varlous housing laws. The major
provision increases the ceilings on federally insured loans for the
purchase of mobile homes to $12,500 for regular homes and to $20,000
for double-width units.

While the Housing and Community Development Act of 1974 re-
newed the Section 202 housing program for the elderly and handi-
capped, it was not until the end of 1975 that final regulations for the
program were issued. Once the revised program got underway, there
was an overwhelming response from nonprofit sponsors.

Initial experience with the Real Estate Procedures Act (Public
Law 93-533) enacted by the Congress in 1974 and put into effect in
June 1975, indicated that some of its provisions were causing a good
deal of confusion and inconvience to both the industry and the con-
sumer. On January 2, 1976 the Real Estate Settlement Procedures
‘Act Amendments of 1975, was enacted as Public Law 94-205. Key
provisions of the Act replace the RESPA requirement that lenders
disclose the costs of each settlement service at least 12 days prior to
closing with a requirement that lenders print estimated settlement
costs in the information booklet they give loan applicants. The amend-
ments also repeal the requirement of disclosure of the previous selling
price and the Truth-in-Lending disclosures of settlement cost under
Section 121(¢) of the Truth-in-Lending Act.

Chapter V identifies actions proposed and taken to protect the com-
munity environment through improving air and water quality,
proper use of critical and valuable land resources, and efficient and
effective use of increasingly limited energy resources. A landmark
comprehensive energy bill was enacted into law in December of 1975,
the Energy Policy and Conservation Act (Public Law 94-163),
which brought together many of the actions designed to effect the
essential elements of a national energy policy.

Tt included provisions for a national strategic petrolenm reserve,
general stand-by emergency authorities, a petroleum entitlement and
allocation program, automotive fuel economy standards, energy con-
servation programs, pricing regulation measures for oil, and expanded
energv data collection programs. The Tax Reduction” Act of 1975
(Public Law 94-12) repealed the 99-percent oil depletion allowance.

Energy impacts on growth and development were recognized in the
Regional Development Act of 1975 ( Public Law 94-188). A legislative
mandate was given to the Appalachian Region and to the Multistate
Regional Action Planning Commissions to coordinate intergovern-
montal efforts to meet energy needs, with special emphasis with re-
spect to coal development. The new legislative mandate was
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strengthened by a new authorization for the expenditure of up to $3
million per year for energy-related enterprise development demonstra-
tions in Appalachia.

The National Environmental Policy Act of 1969 requires that all
major Federal actions affecting the environment be evaluated in an
environmental impact statement prepared by the responsible Federal
agency. Public Law 94-83 amended NEPA to permit State agencies
to prepare the impact statements for their participation under Federal
grant programs, 1f they have the required capability. This amendment
was brought about in part because of the 1974 Housing and Commu-
nity Development Act delegation of authority to develop such state-
ments to applicants for community development block grants.

The States continued to act in 1975 to respond to the economic and
environmental consequences of energy development and the rising
cost of energy. According to the National Conference of State Legis-
latures, a total of 323 bills relating to energy were enacted in 1975.
Seventeen States enacted legislation relating to the location of energy
development facilities. In Connecticut, the construction of oil refineries
is now subject to a local referendum to approve or disapprove such de-
velopment. The Wyoming Industrial Development Information and
Siting Act prohibits the construction of industrial facilities (specif-
ically energy generating and conversion plants) without a permit from
a newly created Industrial Siting Council. In Montana, the legislature
sought to reduce the consumption of fossil fuels by providing tax in-
centives to encourage investment in nonfossil forms of energy genera-
tion and in energy conservation in buildings. Twelve State legislatures
enacted legislation to provide tax breaks for people who install solar
equipment in their homes. The hardships created by rising energy
costs were recognized by the California Legislature, which enacted
legislation to develop a “lifeline rate” for meeting the minimum en-
ergy needs of the average residential user.

Despite the 1975 setback to comprehensive Federal land use legisla-
tion, the States moved ahead in this area. Wyoming established a State
land use commission with rulemaking authority, and required the de-
velopment of land use plans at the State and local levels. Florida,
Idaho, Nebraska, and Virginia required all or specified local govern-
ments to prepare and adopt land use plans and regulations. The
Florida legislation specifies that local plans must be economically
feasible, and must include fiscal plans for all proposed capital im-
provement expenditures. Each local plan must include a specific policy
statement relating local development plans to adjacent local develop-
ment plans and to the State comprehensive plan.

The Montana legislature required local governments to classify
land in certain broad categories, such as residential, commercial and
industrial. Property tax rates will be based on this classification, and
to gain the best tax rate property must be used according to the
classification.

In addition to these general land use actions, various States
responded to specific land use problems in 1975. These new laws
finclude coastal, shoreline, or estuaries protection, surface mining
controls, and protection for natural areas, agricultural areas, and
scenic rivers.
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Challenges to State or local land use regulations have often, in
recent years, involved the argument that the particular regulation
overly restricts the use of land and thus constitutes a “taking” by the
government, for which just compensation must be paid to the land-
owner. The “taking” issue was the subject of several court decisions
in 1975,

The Supreme Courts of New Hampshire and Connecticut held that
denial of permits to fill sections of privately owned marshlands were
justified because of the importance of wetlands as a valuable eco-
logical resource (Sibson v. State; Brecciaroli v. Conn. Commissioner
of Emnvironmental Protection). Since not every use of the land is
prohibited, there is no practical taking of property by the govern-
ment, and so no compensation is due the landowner. The California
Supreme Court ruled that municipalities are not bound to compensate
landowners for any diminution in market value of land due to a
change in zoning (HFH, Inc. v. Superior Court). The U.S. District
Court for the District of Maryland held that various sewer hookup
moratoria in effect in the river basins of two Maryland counties did
not constitute a taking of private propenty requiring just compensa-
tion (Smoke Rise v. Washington Suburban Sanitary Commission).
Furthermore, the court rejected the argument that health department
regulations prohibiting certain private septic tank systems constitute
a “taking.” The court held that such regulations were “designed as
a tool to guide growth to the end that neither environmental quality
nor economic efficiency would be compromised as water and sewer
services expanded throughout the county,” and thus constituted a
proper exercise of the State’s police power to plan comprehensively
for orderly growth.

The courts were also active in other matters relating to the environ-
ment in 1975. In Neatural Resources Defense Council, Inc. v. Train,
the U.S. District Court for the District of Columbia held that each
State must act as a planning agency under Sec. 208 of the Federal
Water Pollution Control Act for all areas not already designated as
causing substantial water quality problems. The court’s ruling ensures
that rural, agricultural, mining and forest areas are not eliminated
from waste treatment management planning even though a preference
is given under the Act to urban-industrial areas.

The U.S. Supreme Court has agreed to hear a case, Union Electric
Co. v. Environmental Protection Agency, involving the extent to
which courts can review the technological and economic feasibility
of air pollution control requirements in Clean Air Act implementation
plans. There presently exists a split in the circuit courts on the issue
of whether economic or technological infeasibility can be considered
in complying with emission standards.

In a decision which may have a far reaching effect on the U.S.
Forest Service’s management of our nation’s tumber resources, the
Fourth Circuit Court of Appeals upheld a lower court ruling which
barred the cutting of trees other than those which are large, physio-
logically mature or dead, and individually marked, in the Monon-
gahela National Forest. The court acknowledged that the provisions
of the Organic Act of 1897, on which its decision was based, “may be
anachronistic and no longer in the public interest,” but it held that
“the appropriate forum to resolve this complex and controversial
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issue is not the courts but the Congress” (West Virginia Division of
the 1zaak Walton League v. Butz). '

Chapter VI examines progress in strengthening the capacity of
Federal, State and local governments to manage the problems of na-
tional growth. This crucial element is concerned with improving
public sector capability to direct community development into more
equitable and less costly forms. Despite the relatively bi-partisan
“new Federalism” approach to improve modernization, consolidation
and decentralization of Federal activitics, little in the way of specific
legislation could be reported in 1975. Within the national government
itself the Senate established a Commission on the Operation of the
Senate to examine its. internal working procedures. A presidential
memorandum issued in February 1975 reemphasized the role of the
Domestic Council in identifying major policy problems and coordi-
nating new domestic policy initiatives. Increased emphasis was placed
on achieving the potential of the Federal Regional Councils for im-
proving intergovernmental relations and the membership of the Coun-
cils was expanded by Executive Order 11892 of December 31. 1975,
which added the Department of Commerce and the Federal Energy
Administration.

The Department of Housing and Urban Development’s “701” com-
prehensive planning assistance program is one of only two sources
of direct Federal assistance to State and local government executive
direction and management (along with the Intergovernmental Per-
sonnel Act). Towards the end of 1974, the President proposed defer-
ring one-half of a $100 million appropriation request for the “701”
program but in March, 1975 the Senate overturned this deferral, the
first time that the power to deny deferral proposals had been used by
Congress. Finally, new HUD “7017” regulations issued in 1975 required
planning grant recipients to develop short and long term policies
to determine where growth should occur: plans for the type, intensity,
and timing of growth; criteria for guiding and controlling growth;
and procedures and mechanisms for coordinating land use planning
among various levels of government.

The States continued to play an active role in growth-related mat-
ters in 1975, including measures designed to improve the capacities
of local governments. The Massachusetts General Court enacted the
Massachusetts Growth Policy Act, which encourages the creation of
local growth policy committees in each of the State’s municipalities.
These local committees, along with regional planning agencies and
the Office of State Planning, will work to develop recommendations
for the formulation of State growth and development policies. These
recommendations will be presented to the Legislative Commission on
Growth Patterns, which will draft legislation to implement the
recommendations. :

The Montana legislature furthered that State’s unique local govern-
ment “Voter Review Process” by setting out detailed procedures for
the local government study commissions established by the legislature
in 1974. State commissions to review the operations of local govern-
ment were established in Hawaii and Wisconsin.

Before turning to the detailed descriptions in each chapter, it may
be worthwhile to comment briefly on the reports on national growth
submitted by the President, since these were expected to be the most
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ex%?licit vehicles for evaluating policies regarding national growth
policy. :

The national growth report required by the 1970 Housing and
Urban Development Act was the first attempt by Congress to have
the Executive Branch pull together the many decisions and policies
that affect national growth and development. Three reports have been
submitted to the Congress since the statute was enacted.

The 1972 report established as a cautionary premise that “ * * * no
single policy, nor even a single coordinated set of policies can remedy
or even significantly ameliorate all of our ills.” The report was criti-
cized for avoiding the congressional intent that new policies and pro-
grams be proposed for coordinating Federal efforts having a
significant and frequently conflicting impact on urban growth. Others
observed that the report’s emphasis on the need for an intergovern-
mental growth strategy, rather than a predominantly Federal policy,
was fundamental and appropriate.

The President’s 1974 report on national growth was even less advoca-
tive than the 1972 report with respect to specific legislative policies
and programs. The 1974 report contained a similar “New Federalism”
premise that growth policy formulation in a democracy is a slow and
deliberate process that must take into account both the fundamental
rights of individuals and the values of our private enterprise system.
The 1974 report identifies Federal program impacts and some impend-
ing changes in our national demographic structure that pose questions
for future policy. It summarizes a number of noteworthy State, local
and regional actions taken with respect to urban growth. The recom-
mendations in the 1974 report were : '

For the national level

Both the domestic Council and the Congress were enjoined to con-
tinue their efforts toward developing a more coordinated approach to
public policy in view of the interrelationships of programs and poten-
tial impact on growth patterns. Work should be initiated towards
simplification and improvement of Federal planning assistance pro-
grams. Increased attention should be given to supporting the basic
capacity of local governments to develop and implement community
programs.

Forthe multistate level
_ The role of the Federal Regional Councils in intergovernmental rela-
tions should be expanded ; '

Forthe state and local levels

Work should be taken to strengthen multi-jurisdictional “umbrella”
agencies, giving them the ability to bring under control a proliferation
of specialized planning and services districts.

The President’s 1976 growth report covering developments and
trends taking place in 1974-975 contained much more substantive in-
formation than earlier reports and does make general recommenda-
tions for improving the public policy process by which growth policy
and the report is prepared. (Appendix E summarizes the 1976 report.)
Despite the 1970 Act injunction that recommendations for dealing with
national growth problems be included, the 1976 report states that the
Administration’s principal recommendations for addressing these is-
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sues can be found in the Budget Message, the State of the Union Mes-
sage and legislative proposals now before the Congress. The much
more delimited purpose of the report as stated, is to provide a means by
which citizens and public officials can analyze the growth issues before
them.

The first part of the volume reports on the shifting patterns of
growth, by urban and rural areas, and the various regions of the coun-
try. Information is given on family needs and resources and the finan-
cial problems of State and local governments. The second part of the
report describes trends and choices in a number of areas of national
growth, including : accommodation to energy imperatives, the growth
consequences of environmental regulations, choices in natural resources
management, transportation policy, the impact of expanded tele-
communications capabilities, guiding and controlling land develop-
ments, and strengthening the fiscal and management capacity of local
governments. The final part makes a series of procedural recommenda-
tions. First, it proposes that the interagency task force which developed
the 1976 report al{)ocate responsibilities to all of the agencies involved
so that a more in depth product can be prepared in 1978. Second, under
the general supervision of the Domestic Council, an organized Federal
research program should assess the effects of Federal actions. Third,
a series of public seminars should be held in the coming months, with
a view towards the formulation of the research program for the 1978
report. Fourth, a uniform Public Participation Act is suggested to
standardize the various legislative requirements for citizen involve-
ment under Federal programs. Finally, the report recommends, as it
did in 1974, that a designated element fo the executive branch under
the auspices of the Domestic Council should accomplish the rational-
ization of Federal planning assistance programs and requirements
across department and agency lines.

To provide background and context to the developments described
in the ensuing chapters, it may also be useful to cite certain overall
demographic, economic, and governmental trends. Special tabulations
by the U.S. Bureau of the Census became available in 1975 which re-
vealed a reversal of trends that go back to the turn of the century.

There has been a substantial decrease in the rate of growth of metro-
politan areas (Standard Metropolitan Statistical Areas, or SMSAs)
areas grew faster than metropolitan areas, representing a sharp con-
between 1970 and 1974, For the same time period, non-metropolitan
areas grew faster than metropolitan areas, representing a sharp con-
trast to the trends existing for several decades prior to 1970. The reason
has been the greater magnitude of out-migration compared to in-mi-
gration: the decline in the birth rate means natural population in-
creases can no longer offset negative migration. Metropolitan areas
across the United States no longer appear to be gaining net in-migra-
tion from non-metropolitan areas. The largest SMSAs, those of more
than 8 million population, largely accounted for the decline.®

In 1960, metropolitan area populations were about equally divided
between central city and suburban residence. By 1970, the majority,
54 percent, lived in suburban areas, a percentage which increased to 57
percent by 1974.

5 Sternlieb, George and James W. Hughes. Post-Industrial America: Decline of the
Metropolis. Nation’s Citles, v. 13, September 1975.
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Since 1970, the Northeast has lost population through substantial
out-migration. Between 1940 and 1970, it had a net out-migration of
whites totaling over 900,000; however, this was offset by a net in-
migration of 1.6 million blacks. In the four-year period since 1970, the
net out-migration of whites was 869,000, practically equal to the pre-
vious 30-year period, and blacks also experienced a net out-migration
from the region. Projections by the Bureau of Economic Analysis (of
the Department of Commerce) to 1990 indicate a continued pronounced
shift of income away from the Northeast and North Central parts of
the country to the Southern and Western regions.

The Advisory Commission on Intergovernmental Relations in a re-
port on federalism in 1975° found that economic conditions, rather
than governmental initiatives dominated the growth policies adopted
in1975:

The gap between those states with budget surpluses and those facing serious
revenue shortfalls became much greater during 1975.

Persistent inflation exacerbated the fiscal imbalance among the three levels
of government at a previously unknown pace.

There was an increased tendency toward Federal involvement in state and lo-
cal fiscal affairs. ’

Heavy emphasis was placed on evaluation of existing programs rather than
initiation of new and different areas.

A heightened awareness of intergovernmental issues and an increased concern
about the assignment of financing responsibilities and operating responsibilities of
governments also characterized the year.

8 U.S. Advisory Commission on Intergovernmental Relations. In Respect to Realities:
A Report on Federalism in 1975. Washington, U.S. Govt. Print. Off., 1976. pp. 1-2.



Cuarrer 1. EFFECTIVE AREAWIDE PLANNING AND
DELIVERY OF SERVICES

IxTRODUCTION

During 1975 a number of actions at the Federal, State and local
levels of government indicated the realization of the importance of
areawide planning. The maldistribution of public services, both
within metropolitan areas and between urban and rural areas, also
received legislative and judicial attention in 1975. This chapter
focuses on these developments, by examining areawide activities in
the areas of social services, transportation, environmental protection,
areawide equity and growth policies and A-95 review.

On the one hand, the activities discussed in this section constitute
some of the integral parts of a national growth policy. These activi-
ties, on the other hand, are not coordinated and do not form a policy
per se. At best one can discern a trend, especially in the areas of health
policy and environmental protection. At worst, one can conclude
that these actions are merely coincidental—that in a Federal govern-
ment the size of the United States, some services are bound to be
delivered on an areawide basis.? o :

The courts continued to play an important role in reconciling the
conflicts arising from the desire to maintain certain qualities of life
in existing communities with the desire of previously excluded groups
to obtain access to that quality of life. In several instances, the courts
noted that they were forced to act in situations where action might
better be taken by legislatures or regional planners but that in the
absence of such action the courts had no choice but to fill this vacuum
in public policy.

Three enactments of legislation by Congress during 1975 promote
areawide approaches in thealth planning, providing services to the
elderly and regional development. The Health Revenue Sharing,
Health Services and Nurse Training Act of 1975 attempts to correct
the geographic maldistribution of health professionals by extending
through fiscal 1976 the National Health Service Corps program. The
law also addresses the geographic maldistribution in the provision
of health services by authorizing grants for the planning and operat-
ing of community health centers located in medically underserved
rural or inner city areas. The Older Americans Act Amendments of
1975 contains provisions relating to the service needs of the elderly
and the delivery and coordination of programs. The Regional Devel-
opment Act of 1975 directs local development districts, multicounty
organizations for economic development which serve as linkage

1 To determine which municipal functions can be handled more effectively on an area-
wlde basis, HUD selected Denver and Portland, Oregon for a demonstration of the “two-
tier’” concept. Each city received $100,000 in direct support for local costs and will have

18 months to conduct an analysis and prepare a report of findings and recommendations for
government modernization. '
(16)
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between State and substate planning, to assist the States in the coordi-
nation of areawide programs and projects.

In addition to these enactments, a number of other legislative topics
with areawide provisions were considered by Congressional com-
mittees. These include health maintenance organizations, the future of
the Federal aid highway program, mass transportation assistance,
railroad revitalization, and clean air and solid waste planning. Con-
gress also reviewed the implementation of recent legislation relating
to areawide coordination of manpower and health planning and solid
waste treatment management.

Soc1AL SERVICES

Health Revenue Sharing, Health Services and Nurse Training

Overriding a Presidential veto, Congress enacted the Health Rev-
enue Sharing, Health Services and Nurse Training Act of 1975
(Public Law 94-83), which provides funding authorizations for fam-
ily planning and nurse training programs, for community, migrant and
mental health centers, and for the delivery of home health services.

Title VII attempts to correct the geographic maldstribution of
health professionals by extending through fiscal 1976 the National
Health Service Corps program. The Corps recruits and places health
teams consisting of physicians, dentists, nurses and allied health pro-
fessionals in 180 medically underserved areas.- And additional bill,
the Health Manpower Act of 1975,2 which passed the House and was in
Senate Committee at the close of the session, also addresses the geo-
graphic maldistribution problem. It authorizes annual scholarships
to health professions students who agree to repay each year of support
with on year of public service or private practice in a medically under-
served area. It also offers bonuses to doctors and dentists who continue
public service beyond the one-year requirement and annual payments
of $12,500 for up to two years to health professionals who have com-
pleted their required service but continue to practice in medically
underserved areas.

Title V of Public Law 94-63 addresses the geographic maldistribu-
tion in the provision of health services by authorizing grants for the

lanning and operating of community health centers (CHC) located
in medically underserved rural or inner city areas. It repeals Section
134 (e) of the Public Health Service Act which over the last decade
had created public and nonprofit private neighborhood health centers
to meet the health needs of particular populations or geographic re-
gions. These centers attempt to coordinate Federal, State and local
resources in a single organization capable of delivering both health
care and related social services to a defined population. In reporting
out the legislation, the House Committee on Interstate and Foreign
Commerce stated : 2 ’

271.S. Congress. House. Committee on Interstate and Forelgn: Commerce. Health Man-
power Act of 1975; Report to accompany H.R. 5546. Washington, U.S. Govt. Print. Off,
1975. (94th Congress, 18t session. House. Report No. 94-266).

2 U.S. Congress. House. Committee on Interstate and Foreign Commerce. Health Revenue
Sharing and Health Services Act of 1975; Report to accompany H.R. 4925. Washington,
U.g.l Govt. Print. Off.,, 1975. (94th Congress, 1st Session. House. Report No. 94-192),
p. 31. .
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Based on its study of the authority provided by section-314(e) the Commit-
tee has come to several conclusions. First, it is clear that the 314(e) authority
has been used well, although socmewhat inappropriatelly, to develop a substantial
program of comprehensive health services for medically undeserved populations.
The Committee feels that this program deserves continued Federal support and
in the proposed legislation has authorized this support through the inclusion of
a new specific authority for the support of community health centers (CHC)
as described below. Second, the Committee feels that in recent years the 314(e)
authority has been inappropriately used for a variety of othen unidentifiable
special, short-term initiatives on the part of the Department of Health, Educa-
tion, and Welfare. In addition, on some occasions the Department has used the
general authority available under 314(e) rather than specific authorities pro-
vided by the Committee for specific purposes. Since such a use of this general
authority for a wide variety of short-term, special or non-recurrent purposes
makes the authority difficult to oversee and makes its use unaccountable, the
Committee has concluded that it is appropriate at this time to repeal it and
replace it with specific new authorities for activities which the Committee feels
need support. )

The CHC provsions were contained in a similar bill (H.R. 14214)
passed in 1974 by the previous Congress but pocket vetoed by the
President after adjournment. The vetoes not only raise questions con-
cerning the President’s willingness forthrightly to implement the
1975 Act, but also illustrate fundamental differences between the
Executive and Congress concerning health legislation. In responding
to Presidential criticism that the Act (S. 66) authorized a program
which duplicated services already available under Medicare and Medi-
caid, incurred excessive costs and was inconsistent with his budget,
the Senate Committee on Labor and Public Welfare stated : ¢

S. 66, in fact, is designed to carefully avoid paying for any service that
is reimbursable under public or private insurance programs, and would auto-
matically reduce the grant to a center if Medicare or Medicaid coverages were
to become available for services and patients that the center offers. The Com-
mittee, therefore, sees no merit whatsoever in the Administration contention that
these S. 66 programs are duplicative. . . .

The bill is aimed at assisting communities which otherwise could not ob-
tain the kinds of health services described in the bill. The real inequity in health
is the fact that while some communities are rich in health services—others can
not even obtain basic care because services are not available. The Community
Health Center and Migrant Health Centers programs, in fact are aimed at
Americans who might otherwise be unable to secure decent health care at all.
Unfortunately in recent years shortages of funds have prevented the start-up
of enough migrant and community health centers to serve all of the populations
in our nation who urgently need such services. ’

However, the Committee believes it makes no sense whatever to eliminate the
centers we have, or cut them back substantially, just because the Administration
budget is not at this point ready to assist everyone who needs it. That, however,
seems precisely the substance of the Administration’s argument.

8. 66 proposes instead to perfect and maintain existing centers and to move
steadily ahead with the establishment of new services in areas of highest need.

Differences between the Executive and Congress concerning health
legislation are further illustrated in the treatment of community
mental health centers (CMHC). The CMHC Amendments of 1975
were enacted into law as Title ITT of Public Law 94-63. The Presi-
dent, in vetoing the legislation, opposed the CHMC program for the
same reasons he opposed the CHCs. Congress, by overriding the veto,
supported the Committees’ views that the Federal government should

4+U.S. Congress. Senate. Committee on Labor and Public Welfare. Nurse Training and
Health Revenue Sharing and Health Services Act of 1975; Report to accompany S. 66.

Washington, U.S. Govt. Print. Off,, 1975. (94th Congress, 1st session. Senate. Report
No. 94-29).p. 7.
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still provide initial staffing grants to the centers and that the program
should be nationwide, not a demonstration as the Department of
Health, Education, and Welfare (HEW) viewed it.

Although the Administration did not request funding for fiscal 1976
to implement the provisions of Public Law 94-63, Congress in the Sup-
plemental Appropriations Act, 1976 (Public Law 94-157) provided
$53.5 million for CMHS grants, $196.6 million for CHCs, and $17.1
million for the National Health Service Corps.

Again, in the 94th Congress, an array of national health insurance
proposals was introduced. Although none of the bills was reported
from Committee, many reflect a concern that the current health de-
livery system has created an uneven allocation and distribution of
health resources in the United States.

Health Planning and Resources Development: Implementation

During 1974 Congress enacted the National Health Planning and
Resources Development Act (Public Law 93-641) 2 which established
a new three year, nationwide Federal, State and areawide system of
health planning and resource development programs.

An initial step toward implementation of the 1974 Act was the
designation by the Secretary of Health, Education, and Welfare,
upon recommendations by the Governors, of 211 health service areas
in as many regions in every State, the District of Columbia, and the
trust territories. HEW current funds 218 comprehensive health plan-
ning agencies but this network will be replaced by 211 health systems
agencies (HSA) in the newly designated service areas.

In promulgating regulations setting the guidelines for HSA eligi-
bility, the Department permitted extensive involvement in the pro-
gram by States and counties. The law empowers HEW to designate
in each area one of the three kinds of HSAs—private nonprofit cor-
porations, public regional planning bodies or single units of general
purpose government. The regulations® offer counties and regional
planning bodies the opportunity to dominate those HSAs that are
designated as public agencies.”

This recent interest by States and counties in health planning re-
flects their desire to get involved in health planning before the antici-
pated adoption of national health insurance. It is too early to tell the
effects of the regulations on the nature of future health service deliv-
ery. It is likely, however, that regional councils and existing health
planning agencies may in the future be playing a minor role to that of
counties and States who will likely be the prime sponsors in the
planning and delivery of health care.

HMO Owersight

_ The health maintenance organization (HMO) is becoming increas-
ingly important as an instrumentality for areawide health planning.
The Health Maintenance Organization Act of 1973 (Public Law

5 See. U.S. Congress. Joint Economic Committee. Toward a National Growth Policy:
Federal and State Developments in 1974. Washington, U.S. Govt. Print. Off., 1975. (94th
Congress, 1st session. Joint Committee Print). pp. 8-9.

¢ 40 Federal Register 48802. October 17, 1975,

7 Iglehart, John K. State. County Governments Win Key Roles in New Program. National
Journal Reports, v. 7, November 8, 1975 : 1533-1539.
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93-292) authorizes a five year program of Federal assistance for the
development of HMOs by both public and private entities. Through
pre-paid plans, HMOs provide members with a range of medical
services within a single organization. :

In reporting out the Health Maintenance Organization Act of 1975,
the House Committee on Interstate and Foreign Commerce expressed
disappointment with HEW’s progress in administering the program.
The committee’s proposed legislation (H.R. 9019), as approved by
the House and referred to the Senate, extends the Federal assistance to
HMOs for two years through 1980 and is “intended to correct identi-
fied deficiencies in the original law, improve the administration of
the program, and generally make HMO’s meeting the law’s require-
ments more competitive with traditional insurance programs and
health delivery systems”.® Specifically citing an ineflicient adminis-
trative structure within the Department, the committee proposes the
establishment of a single unit within HEW to assist HMOs.

In November 1975, the General Accounting Office (GAO) pub-
lished an evaluation of 38 HMO projects in 14 States which received
demonstration funding from HEW and the Office of Economic
Opportunity (OEO) through a variety of statutory authorities that
existed prior to the passage of Public Law 93-222.°

The report concluded that HEW’s HMO development program had
made some positive impact and identified areas that needed improve-
ment. By October 1974 about one-third of the 84 projects had reached
the operational stage and were providing services to 177,000 enrollees.
Although access to the Medicaid enrollment market is an important
factor ffor success, especially for HMOs operating in low-income areas,
the report noted that overreliance on Medicaid has caused problems.
In addition, successful marketing, large enrollment, and quality
administration are all crucial factors if an HMO is to become self-
sustaining. ‘ .

The GAO examined six community health networks (CHN), pre-
paid group practices developed by OEO in low-income areas serving
populations of 100,000 to 200,000. It concluded that the CHN program
had only minimal accomplishments, stating that of the 14 original
projects, three had been dropped or redirected by HEW as of October
1974 and of the remaining 11 projects, only four were providing
services on a prepaid basis to a total of 12,500 enrollees. GAO’s find-
ings suggest that providing health care in poverty areas through
HMOs is extremely difficult and that special attention must be given
if the program is to be successful.

Services to Older Americans

During 1975, Congress enacted the Older Americans Act Amend-
ments of 1975, which the President signed into law on November 28,
1975 (Public Law 94-135). Although the most controversial element of
the law (Title ITI) prohibits age discriminatiorr in activities receiving

87.8. Congress. House. Committee on Interstate and Foreign Commerce. Health Main-
tenance Organization Amendments of 1975 ; Report to Accompany H.R. 9019. Washington,
U.S. Govt, Print. Off., 1975. (94th Congress, 1st session. House. Report No. 94-518). p. 3.

9 [].8. General Accounting Office. Effectiveness of Grant Programs Almed at Developing
Health Maintenance Organizations and Community Health Networks: Report to the
Congress by the Comptroller General of the United States. [Washington], 1975. (B-
164031 (4), November 21, 1975). .
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Federal money, a number of other provisions address the service
needs of the elderly and the delivery and coordination of programs.

Beginning in fiscal year 1977, States must commit at least 20 per-
cent of the Federal funds allocated to them under Title IIT of the
Older Americans Act of 1965, as amended, to four priority elderly
. service categories—transportation, home care, legal services and resi-
dential renovation and repair. State and area agencies on aging are
not required to deliver these services directly, but use funds to
stimulate and coordinate service provision in these priority groupings.
Title IIT programs are authorized at $180 million in fiscal year 1976,
$231 million 1In fiscal year 1977 and $287 million in fiscal year 197S.

In noting the importance placed on these service categories, the Con-
ference reported: .

Finally, the conferees note that the conference substitute is based in part upon
a survey taken by the Congressional Research Service at the direction of the
House Committee on Education and Labor. The survey inquired of State agencies
on aging as to how their funds are being used. With 49 of 56 States and jurisdie-
tions responding, it was found that 10 States are currently spending less than 20
percent. of their funds in the four priority areas designated in the House bill.
Eight States are spending more than 20 percent but less than 3314 percent.
Thirty-one of the States are already spending more than 3314 percent of their
State plan allotment to provide the four priority services and thus presumably
will not be affected by the conference substitute language. Many of the States
that are spending heavily in these four areas are concentrating their resources
primarily on transportation for the elderly. While the conferees are in agree-
ment that transportation is a vitially important service to older people, it is
hoped that all States will also expand their activities to cover the other three
priority services, as well, to the extent that funds permit.™

Also, according to the law, State and area agencies on the aging may
enter “pooling agreements” with other authorities in order to provide
services to meet common transportation needs.

Although no specific provisions in the Act addresses the needs of
rural areas, the Conferees expressed their belief that States have a re-
sponsibility to give special attention to the problems and needs of the
rural elderly when developing State priorities.

Community Action

For a decade, Community Action Agencies (CAA) have served as.
umbrella anti-poverty organizations providing services to the poor on
an areawide basis. From 1964 through 1974, the Office of Economic
Opportunity administered the CAAs under the authorization of the
Economic Opportunity Act of 1964, as amended. Effective January
4, 1975, the CAAs began to be administered by the Community Ser-
vices Administration, the successor agency to OEQ, under the authori-
zation of the “Headstart, Economic Opportunity, and Community
Partnership Act of 1974” (Public Law 93-644). CAAs are eligible to
recelve grants from legislative programs administered by numerous
agencies, including the Department of Agriculture, the Department of
Commerce, the Department of Health, Education, and Welfare, the
Department of Housing and Urban Development, the Department of

+-107].8. Congress. House. Committee on Conference. Older Americans Amendments of
1975; Conference report to accompany H.R. 3922. Washington, U.S. Govt. Print. Of,,
1917151. (94th Congress, 1st session, House. Report No. 94-670). p. 28.

d., p. 91,
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Transportation, ACTION, Appalachian Regional Commission, Legal
Services Corporation, and the Small Business Administration.”

Today, approximately 865 community action agencies exist through-
out the country, including three (North Dakota, Montana and Utah)
which are also State Economic Opportunity Offices;” 770 CAAs are
established as private nonprofit corporations and 95 are public non-
profit corporations. They are evenly split between rural and urban
areas and serve 75 percent of the 3,141 counties in the United States.
They cover a total area in which approximately 81 percent of the na-
tion’s poor reside.

In enacting Public Law 98-644 in 1974, Congress provided that the
Federal share of financial assistance in CAAs would be lowered, with
a corresponding increase in the local share requirement. The existing
80 percent Federal to 20 percent local matching requirement would, by
fiscal 1977, be reduced to a 70-80 ratio. As a result of 1975 hearings,
the House Committee on Education and Labor reported that “with
the combined impact of inflation and shrinking revenue brought about
by present economic conditions throughout the country, State and local
governments are not in a position to increase their contribution to
community action programs.”** In November, the House voted to
restore the 80 percent-20 percent match and sent the measure to the
Senate.'s

Public Law 93-644 permits the President to submit to Congress a
reorganization plan to transfer CSA to the Department of Health,
Education and Welfare, effective unless rejected by Congress through
a joint resolution. Although the President did not submit a reorgani-
zation plan during 1975, uncertainty as to whether or when the agency
will be transferred has been a major obstacle hindering its effective-
ness.’s In addition, critics have charged alleged personnel abuses exist
within CSA and have questioned whether the Administration takes
the program seriously.!”

Manpower Programs

Through the Comprehensive Employment and Training Act of
1973 (CETA) the bulk of the responsibility for operating manpower
programs nationwide has been shifted to the State and localities. Con-
sequently, Federal activities have been directed toward developing
administrative procedures, providing technical assistance and guid-
ance, assuring proper adherence to regulations, and conducting general
oversight and evaluation functions. '

12 A listing of Federal programs for which CAAs are eligible appears in National Center
for Community Action. Where the Money Is: Federal Funding Guide for Community Action
ﬁggncleig 3[1;1& Non-Profit Organizations. Washington, National Center for Community

ction. .

13 See, U.S. Community Services Administration. Directory ; Community Action Agencles
and State Economic Opportunity Offices. Washington, U.S. Govt. Print. Off.,, 1975.

14 U.8. Congress. House. Committee on Education and Labor. Restoration of Federal
Matching Share for Community Action Programs; Report to accompany H.R. 8578. Wash-
g;EtGOQB(i) U.Si Govt. Print. Off.,, 1975. (94th Congress, 1st session. House. Report No.

.p. 1.

15 Congressional Record, v. 121, November 19, 1975 : H11437-11445,

18 National Advisory Council on Economic Opportunity. Eighth Annual Report. Washing-
ton, National Advisory Council on Economic Opportunity, June 30, 1975. p. 23.

1714, p. 9, and U.S. Congress. House. Committee on Government Operations. Manpower
il;ltgagousiﬁg S;]bcongﬂltlteg. Alleged1 I":exésonflel %bll)seg in the C%mmunlty Service Admin-

ion. Hearings, ongress, 1st Session. Ju , 10, and September 8, 1975. Wash-
ington, U.S. Govt, Print. Off., 1975, passim. ¥ P
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Manpower program activities by the States and localities are con-
ducted under three titles. Title I authorizes prime sponsors to provide
comprehensive manpower services—e.g., training emple; ment, coun-
seling, testing, and placement—in their coxnmumtiee  fiseal year
1976 about $1 3 billion has been allocated to 430 prime sponsms for
this purpose. An additional $37.6 million in fiscal year 1976 has been
allocated under Title T among 115 eligible units in the form of in-
centive payments for the formation of consortia to encourage multi-
jurisdiction coordination. Titles IT and V1 provide funds for the con-
duct of transitional or temporary public service employment pro-
gorams, with funds distributed among areas of high unemployment.
Fiscal year 1976 allecations amount to $479 million under Title 11 (415
jurigdictions) and $1,623 million under Title VI (430 jurisdictions).
The distribution of fiscal year 1976 funds under CETA is shown in
the following table:

ALLOCATION OF CETA FUNDS,s FISCAL YEAR 1976

[In millions]
Type of prime sponsor Total Title ! Title 1l Title VI
[ 2T $705.0 $281.0 $106.1 $317.9
Counties. ... _____ ... 637.8 229.3 85.5 323.0
Consortia. . ... iiieiao - 924.1 366.0 125.5 432.6
Balance of State 1,001.1 391.8 136.4 472.9
Statewide.__.__ 122.2 46.2 18.1 57.9
CEP’s and others.. 32.9 7.2 7.0 18.7
] 1 3,423.1 1,321.5 478.6 1,623.0

13 Source: U.S. Department of Labor, Employment and Training Administration.

NUMBER OF PRIME SPONSORS

Type of prime sponsor Title | Title [} Title Vi

63 62 63

173 165 173

135 130 135

50 49 50

Statewide 5 5 5
CEP'sandothers_ .. ... 4 5 5
Total i iaieeens 430 415 430

Organizationally, CETA contains a number of provisions designed
to promote area or Statewide planning and coordination. Local pl‘m-
ning councils, for example, are required and consist of community
representatives (such as clients groups, business, labor and educa-
tion) to assure broad participation in the planning and decision-
making process. At the State level, State Manpower Services Coun-
cils (S\ISC) have been established for the purpose of reviewing
local plans and linking them with State services in order to improve
the effectiveness and coordination of State and local program activi-
ties.

Actions were underway in 1975 in a number of States toward
achieving greater harmonization of efforts on a multi-jurisdictional
basis, a few examples of which follow. In Virginia, the State is using
a portion of its funds to develop a m'ungement information system

83~
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that can be used by all prime sponsors in assessing program manage-
ment and efficiency. Virginia has also used State funds to expand the
job bank system so that prime sponsors, as well as the State Employ-
ment Security Agency, have access to this data, thus eliminating costly
duplication. In Pennsylvania, the State has provided funds to enable
the stationing of Veterans Employment Representatives in local em-
ployment service offices, so that veterans throughout the State are as-
sured priority service in placement efforts. And in Michigan, Wayne
County and the city of Detroit have signed an agreement in order to
sponsor 2 pre-trial intervention program.

Allied Services Act

At the request of the Administration the Allied Services Act of
1975 was introduced in the House and Senate.’* Earlier versions of
the bill have been proposed since 1966.

The stated purpose of the Act is to “encourage and assist States
and localities to develop, demonstrate, and evaluate means of im-
proving the utilization and effectiveness of human services through
integrated planning, management, and delivery of those services in
order to achieve the objectives of personal independence and individ-
ual and family economic self-sufficiency.’ 2

The proposed Act authorizes grants to State and local govern-
ments i%r a maximum of two years to develop plans for programs
to demonstrate the coordination of the delivery of services. States
and local governments with approved allied services plans are allowed
to transfer a portion of their funds from one HEW program to an-
other, under specified conditions. Since the bill proposed a lim-
ited demonstration program, a requirement in earlier bills that the
golvergor divide the entire State into distinct service areas has been

eleted.

According to HEW, the Act constitutes an important part of the
Department’s efforts to assist State and local governments in building
their capacity to plan and manage their human service programs in
a more coordinated, effective and efficient manner. Congress will likely
take up the bill during the second session.

Regional Development Act of 1975

The Regional Development Act of 1975 (Public Law 94-188) adds
a new section 225 on the Appalachian State Development Planning
Process, which in part directs the existing local development districts
(LDDs) to assist the States in the coordination of areawide programs
and projects. LDDs, which are certified under Section 301 of the Act,
are multicounty organizations for economic development which serve
as linkage between State and substate planning.

The areawide action program is a relatively new refinement in the
development planning process which receives special attention in the
1975 Amendments. Section 225 specifically directs the Commission to
“encourage the preparation and execution of areawide action programs

19 8 2489 introduced October 7, 1975. H.R. 9981 Introduced October 2, 1975.
1 Z"O.Lavits, Jacob. Remarks in the Senate. Congressional Record, v. 121, October 7, 1975:
7603.
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which specify interrelated projects and schedules of actions together
with the necessary agency funding and other commitments to im-
plement such programs.”?! According to the Senate Report on the
bill : 22

The new provision emphasizes overall regional goals and the strengthened
participation of political subdivisions and the general public in the preparation
of State Development Plans. It is intended to enhance the role of local develop-
ment districts, along with increased consideration of the goals and objectives
of local units, of governments and citizen groups. Amendments to section 302
provide assistance to prepare State development plans as part of this process,
as well as specifying that grants for administrative expenses of local develop-
ment districts may include costs for development of areawide plans or action
programs and technical assistance activities.

TRANSPORTATION
National Transportation Policy

In 1975, Congress delayed enacting major new comprehensive leg-
islation that would define more clearly a Federal transportation policy.
Instead it debated and passed separate measures pertaining to high-
ways, mass transit, and railroads, as discussed below.

In a major policy statement, the Administration indicated three
areas of high priority in transportation policy; making automobiles
more energy-efficient, ensuring that the railroads and the airlines sur-
vive economically and improving urban mass transportation.2* The
policy recognizes that the automobile is going to remain the chief
means of passenger travel, that Federal subsidies should be primarily
short-term efforts to make specific transportation systems self-support-
ing, that the railroads and airlines need to be consolidated through
mergers and that the regulatory framework needs to be altered in an
effort to restore more competition.

The Statement addresses the effective use of public resources on a
multi-jurisdictional basis in two ways. First, the Statement indicates
that there is a need for a more rational assessment and evaluation of
transportation alternatives, coupled with reform of those regulatory
and administrative barriers which divert public (and private) funds
from their most effective uses. Secondly, it indicates that “the plan-
ning and operation of public transit must be conducted on a coordi-
nated, metropolitan-wide basis” and that Federal funding give pref-
erence to “localities that demonstrate effective processes for revolv-
ing jurisdictional conflicts”. The intent of this thrust is to place trans-
portation planning and programming on a plane which maximizes the
efficiencies and benefits which accrue through the analysis and ap-
plication of transportation at a scale consistent with the areawide im-
pact of transportation systems.

During the next two years, Congress can be expected to reexamine
current transportation policy. This reexamination began in 1975
when the Senate Transportation Subcommittee held hearings on the

21 Public Law 188, 94th Congress. Section 118, 40 U.S.C.. apn. 301 ; 89 Stat. 1084.

2 U.8. Congress. Senate. Committee on Public Works. Regional Development Act of
1975. Report together with Additional Views to Accompany S. 1513. Washington. U.S.
Govt. Print. Off.. 1975. (94th Congress. 1st session. Senate. Report No. 94-278). pp. 9-10.

23 William T. Coleman, Jr., Secretary of Transportation, “Statement of National Trans-
portation Policy,” September 17, 1975. Washington, U.S. Govt. Print. Off,, 1975. 53 po.
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future of the highway program.®* Although the subcommittee did
not report out comprehensive legislation, it 1s likely to pick up the de-

: . s
bate on the highway program prior to the September 30, 1977 ex-
piration date of the Highway Trust Fund. )

The Administration’s proposals for revising the highway aspect of
existing policy were contained in a legislative package submitted to
Congress in the summer. Its provisions include amending the Federal
Aid to Highways Act by:*

Extending the Highway Trust Fund indefinitely but reducing its income to
that which is raised by one cent of the Federal gasoline tax and limiting its
use to the interstate highway system; .

Sending revenues from two cents of the Federal gasoline tax to the general
fund. to be used for any purpose (not necessarily transportation) depending
upon annual Congressional appropriations ;

Repealing the remaining one cent of the current four cents per-gallon tax
in those States which increase their own gasoline tax by one cent or more after
September 30, 1976.

Consolidating the more than 30 Federal-aid highway programs into four
(interstate, nrban. rural, and safety) with some flexibility for transit uses in
the urban and rural programs.

Paying for all transportation programs except the interstate from the general
fund.

As required by the Department of Transportation Act of 1966,
HUD and DOT submitted their joint annual repoit on urban trans-
portation policies and activties. This year, the report, one page in
length. recited aveas of coordinated activities and did not focus on
policy.2¢

Federal Aid to Highways Act

In December, the House and the Senate passed separate bills that,
among other provisions, extended for two years the Federal aid high-
way programs. By the year’s end, a conference committee was sched-
uled to settle the differences between the bills. The House bill (H.R.
8235) retains the existing highway programs and increases flexibility
for transferring funds between categories, while the Senate bill
(S. 2711) consolidates the existing highway programs into four more
general categories.

Both bills are interim in nature, and do not address many of the
major emerging issues in developing a national transportation policy.
By extending the highway trust fund for two vears, for example.
the bills do not attempt to evaluate the merits of the major element
of existing Federal policy. .

Both bills contain provisions allowing money previously earmarked
for interestate routes to be withdrawn and transferred to other proj-
ects. This type of transfer was previously limited to mass transit
projects only. Under the new bills, localities will be able to use the
funds for whatever alternative transportation project will best suit
the area’s need. Additionally, the House bill attempts to promote
more efficiency transportation planning by allowing urban areas that

%S, Congress. Senate. Committee on Public Works. Subcommittee on Transportation.
ﬂ:ﬁgrgﬂofﬁﬁ?g }E‘[llgrllxl:\('l:t,\l'7P1ioqg71:)1n1[.)alrite.}xl'in¥s.l f)ritsh 2(1011&*1‘(3595, lst session. Part I, rMny 24,
ington. U.S. Govt. Print. Off.. 1975. P U 18, 21, 24, 28, 20, 30. and 81, 1975, Wash-

8. 2078, introduced by Senator Baker. by request, July 10. 1975.

26 7J.S. Congress. House. Urban Transportation Policies and Activities. Message from

the Presitent of the United States. (House Do No. 94-2 shi
Pnerosident of ( cument No. 94-260). Washington, U.S. Gorvt.



reject an interstate segment to transfer funds to alternative transpor-
tation modes.

During debate both in the House committee and on the floor, the
role of metropolitan planning organizations (MPO) was discussed.
The House voted down an amendment to H.R. 8237 which would
have expanded the role of MPOs and permitted direct application
of urban governments for highway money if the State failed to act.”
The bill instructs the Secretary of the Department of Transportation
to undertake a study of the transportation planning process at the
local level.

Mass Transportation Assistance

In September, the Senate approved legislation to provide public
transit operating assistance to non-metropolitan areas (S. 662).*®
Five hundred million dollars is authorized to non-metropolitan areas
through the National Mass Transportation Act to be used for both
capital assistance and operating subsidies. At present, funds are lim-
ited to capital assistance. The bill contains language further to
strengthen the Federal policy commitment to providing accessible
transportation for the elderly and the handicapped. At year’s end
an identical bill was pending in the House Public Works Committee.

The Urban Mass Transportation Administration (UMTA) within
the Department of Transportation issued in August a notice of pro-
posed policy on “major urban mass transportation investments”.?®
Stating that Federal funds should be effectively and efficiently uti-
lized, the statement details the criteria UMTA will use to determine
eligibility for Federal assistance. They include an analysis of trans-
portation alternatives, long range planning that examines transpor-
tation demands at -different geographic levels (neighborhood,
community, regional, etc.) and integrates different transit services, in-
cremental” development plans within a long-range plan, improved
management for existing transportation system, systems evaluation
and public involvement. .

UMTA also issued regulations on elderly and handicapped trans-
portation services *° and on a policy of multi-year funding.®

Planming Assistance and Standards: Regulations

~ In September, the Federal Highway Administration (FHWA)
and the Urban Mass Transportation Administration (UMTA) jointly
issued the final regulations on urban transportation planning and on
transportation improvement programs.>? The regulations attempt
to unify the certification and planning requirements of both agencies
and eliminate duplications of financial and technical assistance.
The functions and duties of Metropolitan Planning Organizations
(MPO) are detailed in the regulations, which also specify the elements

27 Congressional Record. v. 121, December 18, 1975 : 12961,

28 See. Harrison A. Williams. Remarks in the Senate. Congressional Record. v. 121,
Februarv 11, 1975: 1786 : U.S. Congress. Senate. Committee on Banking, Housing and
Urban Affairs. The National Mass Transportation Assistance Act Amendments of 1975,
Report to accompany S. 662. Washington, U.S. Govt. Print. Off,, 1975. (94th Congress;
1st session. Senate Report No. 94-365).

29 40 Federal Register 32545, August 1. 1975.

30 40 Federal Register 8314, February 26, 1975.

31 40 Federal Register 2533. January 13, 1975.

22 40 Federal Register 42975, September 17, 1975.
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that should be included in the urban transportation process. The
regulations state that emphasis should be given to the need carefully to
analyze existing conditions.

. The transportation improvement program is to serve as a tool for
implementing a transportation plan. It requires the cooperation of
the planning and implementing agencies involved and includes prep-
aration of lists of the multimodal projects which are to be implemented
::iulr'lfng the next year as part of a positive program to bring the plan
o life.

The regulations make a transportation system management (TSM)
plan a mandatory inclusion for the UMTA program approval. Under.
the TSM an area should include operational, pricing or regulatory
actions as methods to improve the overall transportation system in
the short-run.

Railroad Revitalization

During 1975, the Congress enacted or considered several pieces
of legislation aimed at improving the nation’s railroads.* Today, rail
services operate with outdated equipment and are plagued by high
servicing costs and increased competition from trucks. In addition
a shift in the national economy to sectors that tend not to produce
much new traffic of a type usually suited to conventional rail transport
has hurt the railroads.®*

The development of a viable rail system in the U.S. could be
expected to have an influence on the nation’s settlement patterns.
Whhile the automobile and truck have spurred suburban growth dur-
ing the past few decades, a revitalized rail system could have the
effect of bringing people and industry back to urban centers. But
given the problems facing the railroads today, this development is
not likely to occur.

The Regional Rail Reorganization Act of 1973 established an
organization structure and interim financial assistance designed to
acquire and reorganize properties owned by the bankrupt railroads
in the Northeast and Midwest and to operate them as an efficient,
profit-making entity or entities. The Regional Rail Reorganization
Act Amendments of 1975 (Pub. L. 94-5) increased to $282 million
the level of Federal funds to insure the continuation of essential rail
services in the Northeast and Midwest, pending the implementation
of a final reorganization system plan.

Under the 1973 Act, seven bankrupt railroads are subject to reorga-
nization.?s They report combined losses at an average rate exceeding
$1.2 million per day. As required by the 1973 Act, a plan and recom-
mendations for the reorganization were submitted to Congress by
the United States Railway Association (USRA), a new agency

33 Other Congressional actions in 1975 include H.R. 10631, a bill to amend the Urban
Mass Transportation Act of 1964 to authorize financial assistance for emergency rail
passenger service operating assistance, reported to the House, by the Committee on Public
Works and Transportation, December 13, 1975 ; the Federal Railroad Safety Authorization
Act of 1975, (P.L. 94-56), signed by the President July 19, 1975; and the Rallroad
Revitalization and Regulatory Reform Act of 1976 (P.L. 94-210), which was In conference
when the first session of the 94th Congress adjourned.

3t Overviews of prospects and problems facing the rafl industry are: Boorstin. David.
Railroad Reorganization. Washington, Editorial Research Reports, v. 1, March 7, 1975;
Hilton, George W. The Northeast Railroad Problem. Washington, American Enterprise
Institute for Public Policy Research, 1975; U.S. Congress. House. Committee on In-
terstate and Foreign Commerce. Northeast Rail Problem. (Committee print). Washington,
U.8. Govt. Print. Off., 1975.

35 Penn Central, Reading, Lehigh Valley, Central of New Jersey, Ann Arbor, Lehigh &
Hudson River, and Erie Lackawana.
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created by the 1973 Act.?® The final system plan (FSP), prepared by
USRA, delineates a preferred system structure, projects future capital
and operating costs and revenues, and details a capital structure and
financing plan for the Consolidated Rail Corporation (ConRail),
a for-profit corporation authorized by the 1973 Act.

On November 10, 1975, the FSP as submitted to Congress by the
USRA became effective. It recommends that the Federal Government
invest $1.85 billion in ConRail through the purchase of debentures and
preferred stock. ConRail would use these funds to supplement its own
internal cash flow to improve services and modernize and rehabilitate
the properties acquired from the bankrupt railroads. The FSP pro-
poses that the $1.85 billion Federal funding for ConRail be met by is-
suing $1 billion of debentures and $850 million of Series A Preferred
Stock, both to pay annual interest or dividends at 7.5 percent.

The Amtrak Improvement Act of 1975 (Pub. L. 94-25) requires the
board of directors of the National Railroad Passenger Corporation
(Amtrak) to develop a set of criteria and procedures under which Am-
trak would be authorized to add or discontinue rail passenger routes
and services and requires that such criteria must include methods of
evaluating the economic and environmental impact of any addition or
discontinuance of inter-city rail passenger service. The statute author-
izes fiscal year 1975 appropriations for operating and capital expendi-
tures of $597 million, a $63 million increase over the current level. Five
hundred and ninety million dollars is authorized for fiscal year 1976
and the transition period, and $465 million for fiscal year 1977.

The Council of State Governments has identified a number of the
factors leading to the decline of the railroads: 37 Problems of resource
depletion ; increasing labor costs and labor rules; general failure of the
rallroads to maintain lines and tracks; poor investment decisions; in-
creasing competition from truck transport; changes in the location of
markets; initial overconstruction and capitalization; government sub-
sidies to other transport modes; inflation ; the economic burden of pas-
senger operations; less than carload shipments; poor service; and
burdens of regulation and the lack of flexibility in existing regulatory
controls.

It is too early to tell whether ConRail can remedy these problems.
Much will depend on ConRail’s ability to reorganize the nation’s rail-
roads and the level of subsidy given it to accomplish its task.

ACIR Report on Balanced Transportation

In January 1975, the Advisory Commission on Intergovernmental
Relations issued Toward More Balanced Transportation: New Inter-
governmental Proposals, a 300 page report focusing on coordinated
transportation planning at the regional level.” In explaining why the
study chose a regional focus, the report states:

Perhaps the most difficult transportation problems appear at the regional
level—in both metropolitan and non-metropolitan areas. Here, there usually is

38 United States Railway Assoclation. Fipal System Plan. Washington, Govt. Print. Off,
July 26, 1975 ; and United States Railway Association. Final System Plan: Supplemental
Report. Washington, Govt. Print. Off., September 1975. A

87 Council of State Governments. The States and Rural Rail Preservation. Lexington,
Kentucky, Council of State Governments. 1975. p. 1.

38 Advisory Commission on Intergovernmental Relations: Toward More Balanced Trans-
portation: New Intergovernmental Proposals. Washington, U.S. Govt. Print. Off.,, 1975.
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no authoritative governmental mechanism which can integrate the various trans-
portation modes to asure the efficient movement of people and goods within the
whole region, and to coordinate these transportation systems with the overall
community development objectives.™

The ACIR study recommends the following nine point program o

1. The Federal urban system, secondary highway system, and mass transporta-
tion programs should be merged into a single block grant to be distributed among
metropolitan and non-metropolitan regions largely according to a formula based
primarly on population.

2. This new unified grant program could be used for any immode and for either
capital or operating purposes, and it would be supported by a combination of
earmarked monies from the national Highway Trust Fund and by Congressional
appropriations from the general fund.

3. The funds would be channeled thirough the states for regions wholly within
a single state if the state has—as the Commission believes every state should—
a strong intermodal DOT responsive to overall policy control by the governor,
and a substantial intermodal program of financial assistance for regional sys-
tems; funds would go directly to the regional planning bodies in those states not
meeting these criteria and in all interstate regions.

4. Ultimately the funds would be passed on to the appropriate construction,
maintenance, and operating units, and perhaps even to the individual transporta-
tion users, by desighated regional planning bodies in accordance with their own
plans and policies.

5. All of the regional bodies designated for these important Federal aid roles
would be required to have well defined authoritative decision making powers,
but their form could vary: a strengthened regional council similar to the one
in Minneapolis-St. Paul, a city-county consolidated metropolitan government like
that in Jacksonville, Nashville, and Indianapolis, or even a state agency, in some
cases working closely with the locally controlled regional body having responsi-
bilities under the state's substate districting system and OMB Circular A-95.

6. These regional bodies would have expanded powers to plan and program

regional transportation systems and to initiate and/or approve or disapprove
transportation projects in accordance with their comprehensive regional plans
and policies; they also would be empowered to monitor and participate in the
regulatory proceedings of bodies which set transportation fares and prices.
comnmunity development controls, environmental controls and other related
rules, so that regulatory decisions will be more likely to be coordinated with
comprehensive planning policies.
7. The states would authorize an areawide intermodal transportation authority
which would have the power to raise funds, coordinate and assist the activities of
existing transportation provider organizations, subsidize certain classes of trans-
portation users—like the elderly or the poor—and directly provide such needed
transportation facilities or services as may otherwise be unavailable., These au-
thorities could exercise their powers only in accordance with decisions of the re-
gional policy bodies.

8. State and local transportation financing policies should be made more flex-
ible, so that impediments removed from the Federal aid programs would not be
perpetuated by outdated state and local limitations.

9. Finally, the Congress and state legislatures should consider consolidating
the various trangportation regulatory bodies they have established, creating
single intermodal ones charged with considering—in addition to economic cri-
teria—modal productivity and efficiency. energy conservation, desired com-
munity development, environmental protection, enhanced mobility, and im-
proved access.

ExvironyMENTAL PROTECTION

Environmental matters lend themselves to areawide solutions, since
many of the problems affecting air, water, land use and other environ-
mental concerns are clearly interjurisdictional in nature. A number
of Federal environmental programs utilize areawide agencies at the

® 14, p. 2.
40 1d. p. 2.
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local level to plan and impelement projects. It became clear in 1975
that in order to be effective, these various efforts needed to be coordi-
nated and, if possible, conducted by the same agency.

Regional institutions, existing or newly created, can also play a
significant role in State-mandated land use planning and regulation.
For example, in Massachusetts: **

Interest in new land use control systems has converged With_the mp\'emgnt
toward new institutions at the regional level. The state’s Regional Planning
Agencies have gained significant functions in recent years, and some of these
agencies are likely to evolve into general purpose regional governments. Enz_lct-
ments of new land use legislation can hasten the development of regional institu-
tions, if such legislation assigns significant responsibilities to the regional lg\'el
of government. At the same time, the potential ability of regional institu.tu.)ns
to play a major role in a non-localized land use system is a factor in deciding
whether to set up such a system. :

Areawide Waste T'reatment M anagement

During 1975, the Environmental Protection Agency (EPA) began
implementing Section 208 of the Federal Water Pollution Control
Act Amendments of 1972, which created & major planning program
for areawide waste treatment management planning.** By the end
of June the agency had designated about 145 regional agencies as
planning agencies under the 208 program. Agreements between EPA
and HUD and the Army Corps of Engineers were attempts to
coordinate Section 208 with related planning activities,*?

On June 5, 1975, the U.S. District Court for the District of Colum-
bia held that each State must act as a planning agency under Section
208(a) (6) of the Federal Water Pollution Control Act** for all
areas not already designated as causing substantial water quality
problems.*s In effect, the States are required to do exactly what plan-
ning organizations designated under other subsections of the Act
are required to do, i.e., develop and implement areawide pollution
control management plans.

The court’s ruling ensures that rural, agricultural, mining and
forest areas are not eliminated from waste treatment management
planning even though a preference is given under the Act to urban-
mdustrial problem areas.** The court further held that it is a national
goal under the Federal Water Pollution Control Act to restore and
maintain the nation’s waters so that by 1983 they will be fit for human
recreation and wildlife propagation.

The program’s regulations, promulgated in late November, discuss
how Section 208 agencies will be designated, how grants will be
provided to State and areawide planning agencies, and how actual
plans will be developed.*” Within 60 days from the date of publication
of the regulations, governors must notify chief elected officials of local

1 Brown, George D. State Land Use Laws and Regional Institutions. Environmental
Affairs, v. 4, Summer 1975 : 393.

42 Tor discussion of the Section 208 program. see U.S. Congress. Joint Economic Com-
mittee. Toward a National Growth Policy : Federal and State Developments in 1974, pp.
42 See, Environmental Protection Agency. Waste Treatment. Areawide Management
Planning : Agreement between EPA and HUD. 40 Federal Register 22302, May 22, 1975;
Environmental Protection Agency. Interagency Agreement. Final. on Water Quality Pro-
grams and Implementation Plans, 40 Federal Register 2967, January 16, 1975.

4 23 U.8.C. § 1218(a) (6).

45 Natural Resources Defense Council, Inc. v. Train, 396 F. Supp. 1886 (D. D.C., 1975).

16 See 33 U.S.C. § 1288(a) (1) : 40 C.F.R. §§ 126.10(a)~(b).

4 40 Federal Register 55321, November 28, 1975.
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or regional general purpose governments if he intends to designate
their areas. His decision must follow consultation with those local
officials. Chief elected officials can petition the governor to reconsider
his determination. Within 150 days, each governor must hold public
hearings in the areas he intends or does not intend to designate and sub-
mit his decision to the EPA regional administrator.

The governor may allow the chief elected officials to request self
designation directly from the regional administrator. Governors also
may decide to designate States as the planning agencies. States then
would have to provide a mechanism for genuine participation by local
officials. At the minimum, a policy advisory committee would be cre-
ated including a majority membership of representatives of chief
elected officials of local units of government. The regulations require
that areawide planning involving Section 208 must be completed for
all non-designated areas by November 1, 1978.

Public Law 94-116, which the President signed October 17, 1975,
appropriates $53 million for the Section 208 program. These funds,
which are to be used as the 75 percent Federal share of a project, will
not be available for obligation until Congress passes an authorization
bill. By year’s end, the Senate had passed a bill to extend authorizations
under the Federal Water Pollution Control Act and a similar bill was
in House committee.*®

In addition, the National Association of Regional Councils has filed
suit against EPA seeking release of approximately $137 million in
Erevious approved contract authority for Section 208 not spent during

scal years 1973 and 1974.

Interagency A greements

In March, the Department of Housing and Urban Development and
the Environmental Protection Agency signed an interagency agree-
ment to coordinate the land use aspects of HUD’s 701 planning pro-
gram and EPA’s Section 208 areawide waste treatment management
planning assistance program. A similar agreement was reached in
February between HUD and the Office of Central Zone Management,
National Oceanic and Atmospheric Administration, Department of
Commerce.*®

Another agreement involves the Corps of Engineers, Department
of the Army and EPA. It defines the relationship between areawide
waste treatment management planning conducted by the Army Corps
of Engineers under its Urban Studies Program and the 208 program
of EPA.5° The Urban Studies Program was instituted in 1972 when
it was found that water resources and waste water management plan-
ning studies funded by the Corps were often duplicating or very closely
related to planning and information generated by other Federally
funded programs. Regulations issued in November 1975 specify that
the national objectives of the program are to enhance national economic
development and to enhance the quality of the environment.®* The
Corps has no authority to provide planning grants, but it may con-

483, 2710 passed Senate December 1, 1975. H.R, 9560 was introduced September 11, 1975,
and referred to the Committee on Public Works and Transportation.

4 See Chapter 6 for further discussion of these agreements.

50 40 Federal Register 2967, January 16, 1975.

51 40 Federal Register 51147, November 3, 1975.



33

tract with State agencies, Corps offices, universities, and private con-
sultants to provide the necessary assistance to State, local and regional
planning agencies.

- Clean Air and Solid Waste Bills—Proposed Areawide 4 gencies

During 1975 committees in both the House and Senate considered
amendments to the 1970 Clean Air Act that would give more decision-
making authority to local and regional governments, and that could
involve the Section 208 agencies in air pollution control. By the close
of the 1975 session, neither the House Commerce Subcommittee on
Health and the Environment nor the Senate Public Works Subcom-
mittee on Environmental Pollution had completed work on the pro-
posed legislation.

Full implementation of the 1970 Act has been delayed because the
Act has failed to require appropriate intergovernmental cooperation
and consultation.’? Provisions in the pending bills would authorize
regional groups to devise and implement air pollution control plans.
The Senate bill uses as a model Section 208 of the 1972 Federal Water
Pollution Control Act. Currently, the Clean Air Act does not require
the approval of Environmental Protection Agency (EPA) proposed
plans by the affected local or regional governments.

The House bill (H.R. 10498) stresses consultation with local officials.
Section 805 requires States to set up a consultation process to provide
local governments and regional agencies adequate opportunity for in-
put into State-developed air quality plans. Each State would develop
1ts own process. Section 306 provides that if the State fails to adopt
and implement an approved air quality plan the EPA Administrator
must do so. The Administrator could delegate enforcement authority
for an EPA-promulgated plan to local governments within the State.

The Senate draft (S. 558) requires air quality management agencies
for those areas in need of stringent transportation control strategies
to combat air quality deterioration. EPA would designate these areas
and governors would select areawide agencies to conduct the neces-
sary planning. If the governor did not designate agencies, local elected
officials could initiate the process and designate appropriate public
regional agencies. If neither the State nor local officials initiate desig-
nation, the EPA Administrator could authorize the area’s Section 208
water quality agency to undertake necessary air quality planning.

In April, the House Subcommittee on Transportation and Com-
merce held hearings on HL.R. 5487, the Waste Control Act of 1975.%
Among its other provisions, the proposed act encourages States to
issue permits for waste facilities and to coordinate regional solid waste
management efforts. States qualify for Federal assistance only if they
establish a State solid waste management agency to implement a State
strategy for waste control. Planning would be required at all levels
of government, and especially by regional councils designated by Gov-
ernors or self-designated by local elected officials.

During 1975, neither House adopted new solid waste management
proposals, but final action is likely in 1976.

82 Magida, Arthur J. New Clean Air Provisions Respond to Local Complaints. National
Journal Reports, v. 7. November 22, 1975 : 1589-1594.

83 J.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcommittee
on Transportation and Commerce. Waste Control Act of 1975. Hearings, 94th Congress,

1st Session, on H.R. 5487 (and all identical or similar bills) and H.R. 406 (and all identical
or similar bills). Washington, U.S. Govt. Print. Off,, 1975. 842 p.
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Areawme EqQurry axp GrowTn PoLICIES

During 1975, the conflicts involved in providing equitable access to
quality education and housing continued to plague the Nation, and
the courts frequently were the setting for attempted resolution of these
conflicts. As 1t became clear that housing patterns and educational
quality were closely linked, the disparities between the elder central
cities and their surrounding suburbs were the focus of proposed busing
plans that would link suburban and central city school systems. No
growth or slow growth plans designed to preserve the quality of life
1n certain communities were attacked in the courts as a violation of the
constitutional right to travel. Final resolution of these conflicting
aspirations will be difficult to achieve, and the struggle to reconcile
them will probably face the political institutions of the country in the
vears ahead.

Access to Equal Education

In several cities across the Nation, 1975 saw continued controversy
over the busing of school children to achieve equal educational oppor-
tunity. Many of the new busing plans involved suburban school
systems as well as central city systems, on the grounds that there has
been a direct relationship between governmental action and urban-
suburban segregation in the Nation’s major metropolitan areas.

In its first session, the 94th Congress enacted two laws that included
provisions dealing with busing. Each contains language to prohibit
the use of funds for busing or to force a school system, considered
desegregated under the Civil Rights Act of 1964, to bus students to
achieve racial balance. The Second Supplemental Appropriations
Act (Public Law 94-32) makes appropriations for fiscal year 1975
for various agencies, departments, and other entities of the Federal
Government. The Education Division and Related Agencies Appro-
priation Act (Public Law 94-94) appropriates specified sums for
the Education Division and related activities.

Two amendments intended to limit the ability of the Department
of Health, Education and Welfare to order pupil busing for desegre-
gation purposes were added during Senate floor consideration on
H.R. 8069, the Labor-HEW Appropriations bill for fiscal year 1976.
One amendment ‘prohibits HEW from requiring transportation for
reasons of race “. .. unless such transportation is specifically required
by a final decree of & count of law”. The amendment also states that
funds under the Labor-HEW Appropriations bill shall be used in
a manner consistent with the Fifth and Fourteenth Amendments
to the United States Constitution and Title VI of the Civil Rights
Act of 1964. The Conference Committee eliminated this amendment,
but retained one which prohibited HEW from requiring transporta-
tion of any student to a school other than the one closest to his home
in order to comply with Title IV of the Civil Rights Act of 1964.
By the end of the session, the bill had been vetoed by the President.’*

. ™ Both Houses of Congress overrode the veto, enacting the bill as Public Law 94-206
in the following session, on January 28, 1976.
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Court Action on School Desegregation

No written opinions were issued by the U.S. Supreme Court in
1975 on the many-faceted issues surrounding school desegregation
and busing. However, on November 17, 1975, the High Court sum-
marily affirmed, three Justices dissenting, a three-judge district court
ruling in an action to desegregate the Wilmington, Delaware schools.?
The district court ordered the governmental authorities to submit
an interdistrict desegregation plan encompassing both the predosm-
inantly black Wilmington schools and other mostly white schools
in New Castle County.

The district court pointed to two factors contributing to its finding
of an “inter-district violation” under the U.S. Supreme Court’s 1974
decision in Miliken v. Brodley.*® First, the court found significant
the pattern of historical interdependence between the city and county
school systems. That is, school authorities had transferred studenfs
over the years between the city and suburbs, for various purposes, and
maintained optional attendance policies resulting in segregation in
city and suburban schools. This segregation of black and white stu-
dents persisted despite the adoption by the Wilmington Schcol Board
of racially neutral geographical attendance zones.

Also significant, in the court’s view, was the enactment by the State
legislature of the Educational Advancement Act of 1968, 14 Del.
C. §1001 ¢z seq. That law suspended for a limited time the ordinary
procedures required for consolidation of school districts on the basis
of certain criteria munrelated to race. The Wilmington School District,
however, was expressly exempted from coverage. Although the court
found no racially discriminatory purpose behind this exclusion. it
did find that the statute “precluded the State Board from considering
the ‘integrative opportunties’ of redistricting in New Castle County
in any meaningful way”.” Since the effect of the statute was to main-
tain the racial identifiability of the Wilmington and suburban New
Castle County school districts it constituted an “inter-district viola-
tion” under Miliken, supra.

The U.S. Supreme Court granted certiorari in the case of Pasa-
dena City Board of Education v. Spangler on November 11. 1975.5 The
Pasadena School Board had filed a motion seeking relief from a 1970
district court order which required that no school in the area enroll
“a majority of any minority students.” That order was based on a
determination that the school system had been de jure segregated for
sixteen years. In its motion secking relief from the 1970 order, the
school board contended that the quality of education in Pasadena had
deteriorated under the plan; that the plan had brought about ac-
celerated “white flight” from the district’s schools; and, that a con-
stitutionally unitarv school system had been achieve in Pasadena.
The district court denied the board’s motion in its entirety and the
Ninth Circuit Court of Appeals affirmed the lower court’s ruling.

35 Fuansg V. Buchanan, 423 U.S. 963 (1975) ; lower court decision at 393 F. Supp. 428
(1)502‘1%9' %Jqéa)717 (1974) : discussed in detail in U.S. Congress. Joint Economic Committee.
Toward a National Growth Policy : Federal and State Developments in 1974, pp. 23-24,

37 393 F. Supp. at 442.
55 No. 75-164 ; lower court decision at 519 F. 24 430 (9th Cir., 1975).
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In other judicial action, the U.S. Supreme Court refused to review
lower court desegregation decisions involving the school systems of
Louisville, Kentucky,® Indianapolis, Indiana,®® Boston, Massachu-
setts,’* Dallas, Texas,*? and Dayton, Ohio.*® .

Social scientists and other observers remain divided on whether
busing really raises the level of educational attainment for ghetto
children.®* There is also considerable debate on the effect of busing
on encouraging white families to move from the city to the suburbs.®
Further empirical studies will be needed before conclusive statements
can be made.

Access to Housing in Metropolitan Areas

The U.S. Civil Rights Commission reported in 1975 that racial dis-
crimination in metropolitan housing markets has affected the devel-
opment of these areas in a number of ways.®

[It] has distorted patterns of urban growth, cut off minorities from access to
growing suburban employment markets, subverted efforts to desegregate public
schools and eqaulize the quality of public school education, and caused inequi-
table distribution of the burden of providing essential services to lower-income
urban population.

No major legislation was enacted in this area in 1975, but consider-
able attention was given to the implementation of the Housing and
Community Development Act of 1974 (Public Law 93-383). Although
the block grant program created by the Act has completed only one full
funding year, there is some indication that implementation of the law
is not encouraging areawide dispersion of low- and moderate-income
housing. Each community which receives block grant funds must sub-
mit a housing Assistance Plan to inform the Department of Housing
and Urban Development of the locality’s housing needs and to state
how it plans to use the Section 8 leased housing funds it will receive.
In November 1975, the Potomac Institute Metropolitan Housing Pro-
gram released an evaluation of the housing assistance plan. Its basic
findings were: ®

TUD appears to have adopted a policy of approving local housing assistance
plans (HAPs) submitted during the first year of the community development
program routinely and almost without exception, despite negative comments on
the plans from regional or statewide agencies and negative reviews from within
HUD itself.

With @ few special exceptions, the monitors could not discern that a lower
income metropolitan housing dispersal plan, or regional perspectives of housing

% Newburg Area Council, Inc. v. Board of Education of Jefferson County, No. 74-112
certiorari denied on April 21, 1975 ; lower court decision at 510 F. 2d 1358 (6th Cir., 1974).

& nited States v. Board' of School Commissioners of the City of Indianapolis, No.
74-587, ‘cﬁrtiorari denied on April 21, 1975; lower court decision at 503 F. 2d 68 (7th
Cir., 1974).

& Morgan v. Kerrigan, No. 74-1188, certiorari denied on May 12, 1975; lower court
decision at 509 P, 2d 580 (1st Cir., 1975).

%2 Tagby v. Estes, No. 75—265, certiorari denied on November 3, 1975 ; lower court deci-
sion at 517 F. 2d (5th Cir., 1975).

8 Dayton Board of Education v. Brinkman, No. 7 5-403, certiorari denied on December 1,
1975 : lower court decision at 518 F. 2d 853 (6th Cir,, 1975).

6 See Mosteller, Frederick and Daniel P. Moynihan (eds.). On Equality of Education
Opportunity. New York, 1972. St. John, Nancy Hoyt. School Desegregation Outcomes for
Children. New York, 1975.

6 White Flight and Desegregation of the Schools; Symposium Papers Delivered at the
Brookings Institution. Washington, National Center for Policy Review, 1975.

8 [J.S. Commission on Civil Rights. Twenty Years After Brown: Equal Opportunity in
Housing. Washington, 1975. p. 167.

o7 Potomac Institute. The Housing Assistance Plan; A Non-Working Program for Com-
munity Development. Washington, 1975. pp. i-iil.
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needs, had any significant impact on HUD’s approval of local housing assistance
plans.

i HUD is emphasizing meeting the needs of lower incore people through exist-
ing rather than new housing, but its regulations would frustrate the mobility of
assisted families to move into existing housing from one community to another
in the metropolitan area.

The HUD record in stimulating subsidized housing production under the Sec-
tion 8 program, and indeed since 1973 under the predecessor revised Section 23
leased housing program, calls into question the entire statutory structure of {ying
eligibility for 100 percent Federal community development funds to housing as-
sistance plans that may never be carried out.

The Potomac Institute study, which is qualitative in nature, is based
on the reports of monitors in several metropolitan areas. During the
second program year, more reports should become available, giving a
broader basis on which to evaluate the housing assistance plan as a
mechanism for providing housing on an areawide basis.

In August 1975, the city of Hartford, Connecticut filed suit against
HUD to enjoin the Department from granting community develop-
ment block grant funds to Hartford’s suburbs.* The suit is an out-
growth of efforts by the City to use the A-95 review process to challenge
the right of suburban communities to receive Federa! funds under the
Housing and Community Development Act of 1974 unless the com-
munities have complied with the Act’s purposes requiring acceptance
of lower income housing and “giving maximum feasible priority to ac-
tivities which will benefit low and moderate income families or aid in
the prevention of slums and blight.”

This suit is particularly important because the 1974 Act provides
that any funds allocated to a metropolitan area that are not approved
by HUD for allocation to an entitlement or discretionary community
in that area may be reallocated to other localities in the same metro-
politan area. Thus, a violation of the Act’s provisions by a suburb
could lead to an increased allocation to a central city. ) )

The past record of the Federal government in promoting areawide
access to housing in metropolitan areas was criticized by the U.S. Civil
Rights Commission report mentioned earlier in this section: ®

On the one hand, the Federal Government, in attempting to cope with the
problem of poor housing, has operated largely within the system of housing dis-
crimination established long before the Government entered the housing market.
The Federal Government has been timid in its approach to stimulating lower-
income housing production in areas in which whites, and particularly middle-
and upper-income whites, reside. ... On the other hand, the efforts of the
Federal Government over the past decade and a half to legislate diserimina-
tion out of the housing market has been piecemeal. . . . At this juncture in our
Nation’s history, therefore, the Commission finds that the forces promoting dis-
crimination in housing hold powerful, if less than universal, sway.

Although there was no legislative activity affecting access to hous-
ing in 1975, the courts at both the Federal and the State level were
active, and handed down a number of major decisions. The Court, of
Appeals for the Ninth Circuit reversed a lower court’s decision and
held that the City of Petaluma, California, has the right to limit its
expansion to preserve its “small town” chararcter, open space and
low population density " Specifically, the Petaluma plan provides for
a 200-foot wide “greenbelt” around the city to serve as a boundary

68 ity of Hartford v. Hills, Civ. Action H~75-258 (D. Comm., filed August 14, 1975).

& .S, Civil Rights Commission, op. cit., pp. 167-168,
w0 Qonstruction Industry Association of Sonoma County v. City of Petaluma, 8 E.R.C.
1001 (9th Cir., 1975). Petition for certiorari to the United States Supreme Court was

filed on December 30, 1975.
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for urban expansion at least through 1977. The plan also sets up a resi-
dential development control system to govern the issuance of 500
development permits annually. The 500-unit limits applicable only to
projects involving five or more units and so does not affect the con-
struction of single family dwellings. The purpose of the plan ac-
cording to the city is to ensure that the development in the five years
through 1977 will take place in a reasonably orderly, planned manner,
without exceeding the capacity of the city’s sewage treatment
facilities.

The lower court found the Petaluma plan unconstitutionally to in-
fringe upon the right to travel by “excluding substantial numbers of
people who would othewise have elected to immigrate into the city”. ™
However, the appeals court reversed, and, in an opinion written by
Judge Hubert Y. C. Choy, held that the Petaluma plan “is rationally
related to the social and environmental welfare of the community”. **
The fact that some persons who desire to live in Petaluma will be ex-
cluded does not render the plan arbitrary or unreasonable. Practi-
cally all zoning restrictions exclude some kind of activity or struc-
ture, and such restrictions must be held valid so long as they further
some legitimate State interest.’ The court went on to distinguish
the Petaluma plan from other ordinances which have been struck
down by courts as being impermissibly exclusionary: “The Petaluma
Plan does not have the undesirable effect of walling out any particular
income class nor any racial minority group.” ™

The appeals court emphasized that its review was limited to the
question of whether the plan was arbitrary or unreasonable, not
whether it was wise. The courts are not “super zoning boards” which
can determine the point at which legitimate local interests are out-
weighed by regional needs. Said the court “(T)he complex economic,
political, and social factors involved in this case are compelling evi-
dence that resolution of the important housing and environmental
issues raised here is exclusively the domain of the legislature.”

The United States Supreme Court has agreed to review two sig-
nificant lower court decisions involving the obligation of suburban
communities to help alleviate discriminatory housing patterns in near-
bv cities. On May 12, 1975 the Court granted certiorari in the case of
Mitchell v. Gautreaux *¢ which deals with the scope of remedial ac-
tion necessary to remove the effects of racial discrimination in a citv’s
public housing system. The Seventh Circuit Court of Appeals opin-
1on. written by retired U.S. Supreme Court Justice Tom C. Clarke,
held that a comprehensive metropolitan area plan must be dravwn
up and implemented to undo the effects of discrimination in public
housing in the city of Chicago. Specifically, the. Chicago Housing
Authority was found to have maintained existing patterns of racial

71 Qonstruction Industry Association of Sonoma County v. City of Petaluma, 5375 T
Sunn. 574 (N.D. Cal., 1974).

tﬁ(%o;struction Industry Association of Sonoma County v. City of Petaluma, 8§ E.R.C.
at | X

3 MThe court noted that Petaluma’s desire to nreserve its small town character and low
ponulation density by avoiding rapid, uncontrolled growth is a lezitimate State interest
falling within the bread concent of ‘mnblic welfare” as enunciated by the United States
Sunreme Court in Village of Belle Terre v. Borans. 416 1.8, 1 (1974). In fact. the court
held the Petaluma plan to be less restrictive than the ordinance upheld in the Belle Terre
case. heeavse it does not freeze the population at present or near present levels.

R E.R.C. at 1008.

14, at 1009,

8A03 T, 2d 930 (7th Cir.. 1947). This case and another companion case have Dbeen
winding their way through the Federal courts since 1966.
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segregation in public housing by locating new subsidized housing
sites almost exclusively in black city neighborhoods. The Supreme
Court, in its review of the case, will focus on the appropriateness of
the court-ordered plan, i.e., whether the plan can properly require
both desegregation of the Chicago public housing system and con-
struction of public housing in the nearby suburbs. 7* .

The Supreme Court, on December 15, 1975, agreed to review an-
other seventh circuit court decision involving public housing. In this-
case "8 a suburb of Chicago refused to rezone church owned land from
single family to multi-family so that a public housing project could
be built. The circuit court held that the refusal to rezone had the effect
of perpetuating both racial and residential segregation in violation
of the Fourteenth Amendment to the U.S. Constitution. The Supreme
Court’s decision in this case and in the Gawutreauz case, above, will help
to clarify the extent to which suburbs have an affirmative legal obli-
gation to help alleviate discriminatory housing patterns in adjacent
cities.

In a 5-4 decision the United States Supreme Court held that per-
sons or groups wishing to challenge exclusionary land use regula-
tions must show direct or personal damage to themselves. The case,
Warth v. Seldin,™ involved a number of individuals and groups
seeking to challenge the zoning regulations of Penfield, New York, on
the basis of the exclusionary effects on housing and job opportuni-
ties. The Court found that the non-resident plaintiffs did not have
sufficient “standing” to bring their action against the town. In the
majority opinion, Justice Lewis F. Powell, Jr., stated the standing
requirement as follows:®°

(A) plaintiff who seeks to challenge exclusionary zoning practices must allege
specific, concrete facts demonstrating that the challenged practices harm him,
and that he personally would benefit in a tangible way from the court’s inter-
vention,

"Thus, the non-resident low-income plaintiffs must be able to show
lack of success in obtaining housing in Penfield as a result of the zoning
regulations, the Rochester residents must show that their taxes were
raised as a direct consequence, and the homebuilders must show direct
financial harm. Although the Supreme Court did not close the door to
exclusionary land use challenges in Federal courts, the dissenting
justices pointed out that the majority’s requirements with respect to
standing may make it more difficult in the future for non-residents to
bring such suits.

The Supreme Court has applied its holding in the Warth decision to
another case involving a challenge by non-residents to exclusionary
land use practices. The Court granted certiorari in City of Parma v.
Cornelius ® and at the same time vacated the judgment and remanded
the case to the lower court for further consideration in light of its
holding in the Wearth decision.

Much judicial action affecting access to housing has occurred on the
State level. Of particular significance is the decision of the New Jersey

7 On April 20, 1976, the U.S. Supreme Court unanimously affirmed the decision of the
court of appeals, holding that the metropolitanwide remedy was proper.

8 Metropolitan Housing Development Corporation v. Village of Arlington Heights, 517
F. 2d 409 (Tth Cir., 1975).

©422 U.8. 490 (1975).

1. at 508.

$1 No. 74-970. Certiorari was granted on June 30, 1975.
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Supreme Court in Southern Burlington County NAACP v. Township
of Mount Laurel, handed down on March 24, 1975.82 There the court
faced the question of whether a developing municipality like Mount
Laurel has any obligation to make possible a variety of types of housing
within its boundaries, including low and moderate income housing,
to reflect the needs of the citizens in the region as a whole.

The land use regulations of a locality, being forms of police power
enactments, must promote the public health, safety, morals or general
welfare. The term “general welfare” has often been interpreted as the
welfare of only the inhabitants of the enacting locality. Where land use
regulations have little, or no, outside impact they may be allowed to
stand. But where a local regulation substantially affects persons out-
side the borders of a municipality, the courts have increasingly held
that the welfare of those persons cannot validly be ignored.

The New Jersey Supreme Court examined the development of the
area in and around the township of Mount Laurel and found that a
rapid transformation from rural and semi-rural areas to be urbanized
areas had occurred, resulting in new inter-relationships of economic
and demographic factors cutting across municipal boundaries. Thus,
the zoning decisions of Mount Laurel, designed to preserve the favor-
able local tax rate by excluding most low and moderate income housing,
were of a purely local nature and not in the interest of the “general
welfare”. The court held that especially in the area of housing, one of
the most basic human needs, a municipality can no longer zone for
solely parochial interests excluding from its considerations the regional
needs of people in securing adequate housing. Thus, the court imposed
upon the township of Mount Laurel an affirmative legal obligation in
its regulation of land use to provide for its “fair share” of the housing
needs of the region around it, especially in the low income and moder-
ate cost categories. The court summarized its conclusions as follows: 8

We conclude that every such municipality must, by its land use regulations,
presumptively make realistically possible an appropriate variety and choice of
housing. More specifically, presumptively it cannot foreclose the opportunity of
the classes of people mentioned for low and moderate income housing and in its
regulations must affirmatively afford that opportunity, at least to the extent of
the municipality’s fair share of the present and prospective regional need there-
for. These obligations must be met unless the particular municipality can sustain
the heavy burden of demonstrating peculiar circumstances which dictate that it
should not be required to do so.

The New Jersey Supreme Court’s broader interpretation of the
term general welfare and the obligation it imposed upon developing
municipalities to afford the opportunity for a variety and choice of
housing for all will have a far reaching impact on the zoning decisions
of municipalities as well as upon the land use decisions of State legis-
latures,

The concept of distributing low and moderate income housing on a
“fair share” basis over a region is not a new idea.®* That a court has
favored this method, however, is an innovation, and a controversial
issue.

@Sodthern_.Burlington County NAACP v. Township of Mount Laurel, 336 A. 2d 713
(1975). Certiorari fo the United States Supreme Court was denied in this case on
October 6, 1975,

336 A. 2d at 724.

% Franklin, Herbert M., et al In-Zoning : A Guide for Policy Makers on Inclusionary
Land Programs. Washington, Potomac Institute, 1974. pp. 145-175. Marando, Vincent

L. A Metropolitan Lower Income Housin Allocation Policy.
v iy Momopolitan I g olicy. American Behavioral Scientist,
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Critics of the decision note that the Court leaves open to interpreta-
tion and statistical measurement the definitions of “fair share”,
“region”, “future housing need”, and “presumptively realistic efforts
to make possible an appropriate variety and choice of housing”.®
Defining these terms may take years of litigation, with a possible
net result of delaying the provision of low- and moderate-income
housing.

The Supreme Court of Pennsylvania quoted with approval the
holding of the New Jersey Supreme Court in the Mowunt Laurel case
in its own decision involving a township’s land use practices.*® The
Pennsylvania Supreme Court held that the zoning ordinance of Wil-
liston Township which provided for apartment construction in only
80 out of 11,589 acres “continues to be ‘exclusionary’ in that it does
not provide for a fair share of the township acreage for apartment
construction”.®”

In addition, the court was not convinced by the township’s argu-
ment that- the construction of apartments would overburden its
municipal services. “Suburban municipalities within the area of
urban outpour must meet the problems of population expansion into
its [sic] borders by increasing municipal services, and not by the
practice of exclusionary zoning.” 88

In other State action involving local land use controls and regional
housing considerations, the New York Court of Appeals ruled that
the town of New Castle, whose zoning ordinance excluded multi-
family residential housing, must defend the reasonableness of its
ordinance in terms of its impact on regional housing needs.®®

The New York court set forth two basic tests to be applied in
determining the reasonableness of exclusionary land use controls
such as passed in New Castle. The first part of the test is to determine
the present and future housing needs of the locality and to determine
what land use developments would be necessary to fulfill such needs.
The second part of the test involves consideration of the needs of the
region asa whole, as distinguished from the town itself.

In the New Castle situation, even if that town were found to have
a sufficient number of multi-family units to satisfy its present and
future needs, “residents of Westchester County, as well as a larger
New York City metropolitan area, may be searching for multiple-
family housing in the area to be near their employment or for a
variety of other social and economic reasons”.®°

Thus, the court held that “there must be a balancing of the local
desire to maintain the status quo within the community and the
greater public interest that regional needs be met”,

While the New York court cited with implied approval the New
Jersey Supreme Court’s decision in the Mount Laurel case, it did
observe that the courts should not be required to perform the tasks
of a regional planner. Instead, legislation should be enacted to foster
the development of programs to achieve sound regional planning.

% Rose, Jerome G. The Mount Laurel Decision: Is It Based on Wishful Thinking? Real

Estate Law Journal, v. 4, 1975: 61-70. A more favorable analysis is Scott, Randall. A
View from the Mount : Laurels and Criticisms for a Major Judiclal Advance. Environmental
Comment, No. 23, July 1975 : 2-13.

% Township of Williston v. Chesterdale Farms, Inc., 341 A, 2d 466 (1975).

g I{g at 468,

® Berenson v. Town of New Castle, 341 N.E. 24 236 (1975).
2 %g at 242,
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However, until the legislature acts in a way to foster regional rather
than Jocal planning decisions, “the courts must assess the reasonable-
ness of what the locality has done”.?

Several months before the New York Court of Appeals decision
in the New Castle case the same court upheld the power of the town
of Huntington to adopt an inclusionary policy with regard to non-
profit housing for the elderly.?s The town had rezoned a 20-acre parcel
of land for multiple dwellings for the elderly in an area previously
zoned for two-acre single-family homes. A suit to enjoin the rezon-
ing was brought by several individual homeoiwners living in the
two-acre single-family area adjacent to the proposed retirement con-
munity. The plaintiffs contended the town’s zoning classification was
arbitrary and hence invalid. :

The court held that age considerations are appropriate when ra-
tionally related to a proper governmental purpose, such as meeting the
community shortage of suitable housing accommodations for the
elderly, an important segment of the population. Thus, the town’s
“good faith effort to meet the special needs of its elderly, who otherwise
would be likely to be excluded from enjoyment of adequate dwellings
within the community, is inclusionary . .. Certainly, when a commu-
nity is impelled . . . to move to corréct social and historical patterns
of housing deprivation, it is acting well within its general welfare” 2t

Significantly, the court recognized that “users” as well as “uses” can
be the object of an inclusionary policy ; 5 .

That the “users” of the retirement community district have been considered
in creating the zoning classification does not necessarily render the amendment
suspect, nor does it clash with traditional “use” concepts of zoning . . . The
line between legitimate and illegitimate exercise of the zoning power cannot

- be drawn by resort to formula, but as in other areas of law, will vary with sur-.
rounding -circumstances and conditions. Therefore it cannot be said that the
board acted unreasonably in this case in making special provision for housing’
designed for the elderly one of the major groupings in our population. (Footnotes
and citations omitted. ) ’

A Federal district court order requiring the city of Toledo to submit
a comprehensive plan for desegregation of all housing in Toledo was
invalidated by the U.S. Court of Appeals for the Sixth Circuit.es
The district court had ruled that the city of Toledo and the Toledo
Planning Commission, in refusing to approve three proposed scattered
site turnkey public housing developments, had denied housing oppor-
tunities to a racial minorvity. The district court found evidence of
purposeful and intentional discrimination against black people on the
part of the cty and the Planning Commission. ,

However, the court of appeals-held that the district court’s order
substantially deviated from its published opinion by adding “in
effect” discrimination to the previous ground of purposeful and in-
tentional discrimination. The appeals court also held that the district
indge had erred in ordering the rezoning of one of the sites becanse
he was exercising legislative powers which he did not possess. The
court remanded the case back to the-district court for further consid-
eration in light of its opinion.

22 1d. at 243,

92 Maldini v. Ambro, 36 N.Y. 2d 481 (1975).

94-95 T, at 487-8.

% .Joseph Skillken and Company v. City of Toledo, December 10, 1975, reversing the lower-
court decision at 380 F. Supp. 228 (N.D. Ohio, 1974).
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In another U.S. court of appeals decision, the seventh circuit af-
firmed a district court decision which refused to order the Department
of Housing and Urban Development (HUD) to study the environ-
mental impact of prospective public housing tenants.”” The plaintiffs,
several Chicago community organizations, had brought suit to enjoin
construction of low-income public housing units in various parts of
Chicago. The plaintiffs contended that the low-income housing tenants
“as a group statistically exhibit a high incidence of violence, law viola-
tion, and destruction of property and that HUD failed to consider the
adverse impact of these social characteristics on the neighborhoods”.?s

However, in an opinion by Judge Thomas E. Fairchild, the court of
appeals said: “To the extent that this claim can be construed to mean
that HUD must consider the fears of the neighbors of prospective pub-
lic housing tenants, we seriously question whether such an impact is
cognizable under NEPA.”® The court of appeals did not directly de-
cide this point since it ruled that HUD had satisfied NEPA with its
“negative” statement finding that no adverse environmental impact
would occur and that no impact statement was required.

A-95 Revision

In October 1975, the Office of Management and Budget (OMB)
published revisions of regulations for the A-95 review process to in-
clude most Federal domestic financial assistance programs impacting
on area or community development.’*® The list of programs requiring
A-95 review is expanded to include those listed in the Catalog of Fed-
eral Domestic Assistance 1°* as well as some specific programs of the
Departments of Commerce, HEW, HUD, Interior, Justice and
ACTION.

The A-95 review process was initiated in the late 1960’s in an attempt
to improve coordination and efficiency in the administration of Fed-
erally funded plans and programs, especially in view of the areawide
impact of many of these activities. A system of areawide and State
clearinghouses serve as the coordinators of the review and comment
process and repositories of information.

Key revisions include:

Newly-created Health Systems Agencies (HSA) have authority to review pro-
posed health facility projects or plans for new medical services for consistency
both with the HSA’s functional plans and the area’s comprehensive plans. Clear-
inghouses may also comment, but the HSA's views are specifically required.

For federal programs requiring state plans, governors are given opportunity to
comment on the relationship of the state plan to other state, areawide or local
plans and programs. Governors are urged but not required to involve areawide
clearinghouses in review of these state plans.

Appropriate state agencies must review projects in coastal zone areas for con-
sistency with state coastal zone plans.

Relevant federal agencies must consult and resolve differences when a clear-
inghouse opposes a federal agency’s approval of an application which duplicates
or conflicts with another federally-funded project.

Applications not filed or acted upon within one yvear after initial clearinghouse
review must be submitted for re-review to the A-95 clearinghouse. ’

% Nucleus of Chicago Homeowners v. Lynn, S E.R.C. 1388 (7th Cir., 1975).
o S E.R.C. at 1391. .
 Td. at 1391-02.
10 40 Federal Register 47939, October 10, 1975. .
101 YJ.S. Executive Office of the President. Office’ of Management and Budget. Catalog
of Federal Domestic Assistance. Washington, U.S. Govt. Print. Off., 1975.
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In addition, Federal Regional Councils are given the responsibility
for coordinating and implementing the circular at the Federal re-
gional level. Each Federal agency must issue interim procedures and
requirements to implement A-95 by February 27, 1976 when the re-
vised circular takes effect. Final implementing regulations must be
published by April 29, 1976.

The revised draft encourages State and areawide clearinghouses
to develop arrangements enabling applicants to submit applications to
only one clearinghouse. Another provision states that the chief execu-
tive, or his designee agency, of a general local government is to be
sent notifications by the areawide clearinghouse, if requested. Fed-
eral agencies are instructed to return applications to applicants which
do not carry evidence of both the areawide and State reviews, with
instructions to fulfill review requirements.

The definition of who is subject to an A-95 review is expanded to
include agencies responsible for granting licenses and permits for
developments or activities significantly affecting area and community
development or the physical environment.

Private developers are encouraged to consult with appropriate
clearinghouses prior to submitting applications for housing assistance.
Military construction projects requiring submission to OMB will give
the clearinghouses a reasonable period for review and comments. State
and areawide clearinghouses will provide evaluations of Federal de-
velopment projects based on the same criteria applied to all projects
reviewed and Federal development projects will follow the same pro-
cedures as all other projects.

The proposed revisions are the first since 1973. Many of the changes
follow recommendations in a 1974 study by the General Accounting
Office, although the specific recommendations that A-95 be expanded
to cover all domestic assistance programs was not included.°?

In response to the requirement that Federal agencies promulgate
regulations to implement the revised A-95 circular, the Federal High-
way Administration (FHWA) proposed rules that constitute a more
explicit statement of prior regulations or of previously uncodified
policies and procedures.1°3

The intent of the concepts in the FWHA/UMTA planning and programing
regulations parallels part of the aim of the A-95 review procedures in metro-
politan areas, such as: providing for review participation by local chief execu-
tives; inclusion of nonfederal projects in the review process for information
only; establishing a metropolitan forum for cooperative transportation deci-
sions. By incorporating some of the key requirements of the FHWA/UMTA
planning and programing regulations into these interim rules, the transportation
planning and A-95 review process will be merged and simplified. For example
in urbanized areas, a single planning document, called an annual element, which
contains a list of proposed projects taken from a 3 to 5 year transportation plan,
will satisfy both FHWA/UMTA planning and A-95 review requirements. The
FHWA/UMTA planning regulations require State Governors to designate Metro-
politan Planning Organizations (MPO) to cooperatively develop metropolitan
project priorities. FHWA and UMTA have encouraged Governors to designate
existing A-95 metropolitan areawide clearinghouses as the MPO. In -the past,
before the requirements, MPO’s and annual elements, urbanized transportation
proposals tended to be planned on a unimodal, project-by-project basis without

127.8. General Accounting Office. Improved Cooperation and Coordination Needed
Among All Levels of Government—Office of Management and Budget Circular A-95.
Report to the Congress by the Comptroller General of the United States. (Washington),
1975, (CB—14685, February 11, 1975). 102 pp.

102 40 Federal Regilster 53726, November 19, 1975.
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full consideration for Federal program overlaps, multijurisdictional-State agree-
ments, regional development, systems management, environment, energy, equal
opportunity, ete. With these interim rules, those elements will be required to be
considered in the FHWA/UMTA A-95 review process. In rural areas, where
the State usually has primary planning and programing responsibility, appli-
cable parts of FHWA'’s statewide program of projects will be reviewed by state-
wide clearinghouses.

PexpInNG IssuEs 1IN InfPROVED AREAWIDE PLANNING AND (FOVERNANCE

_ With the passage of additional laws requiring the delivery of serv-
ices on an areawide basis, the need for coordinating these service
agencies increassingly becomes an important issue. Whether a prolifer-
ation of single purpose areawide agencies or the creation of a single,
comprehensive regional agency is likely to occur remains to be seen.

At present, although metropolitan regions are centers of economic
and intellectual resources, they are disorganized, so these resources
cannot easily be mobilized for the solution of regional problems.’* As
one report concludes: 1%

It is time, however, to begin, time to move, fundamentally, from the old munici-
pal to the new metropolitan definition of the “city,” time to emphasize the crucial
role of private philantropies in achieving broad regional citizens organizations,
time to look to the states, with federal incentives, to provide responsive policy
bodies which can coordinate the basic regional systems.

This is the most essential and effective strategy if the nation is to improve,
in the broadest sense, the productivity of the major urban regions. It is also a
strategy that will find support among citizens concerned about the future of our
system of government which has traditionally involved a dispersed system of
power. With this strategy, the “new city” citizens can make informed, enforceable
choices on the futures of their communities and the means by which these futures
are attained.

In cases where the existing council of government (COG) assumes
more responsibility, power struggles among member governments
within the agency may well surface. The withdrawal of two counties
frgm the Puget Sound COG in 1975 may have ominous significance for
1976.108

Slowly, the nation is moving toward developing comprehensive,
national policies in the areas of health and transportation. The con-
tinuing growth and importance of health systems agencies and health
maintenance organizations is likely. Favorable Congressional action
on the Allied Services Act would likely further promote coordination
of human services.

Currently, the nation’s transportation policy remains merely a sum
of uncoordinated parts. Attempts to save the nation’s railroads from
extinction have not yet produced results and are too recent to be evalu-
ated. ConRail’s progress at correcting the problems facing the rail-
roads is likely to come under careful oversight by Congress.

Courts in other States may adopt New Jersey’s Mount Laurel doc-
trine of regional fair share allocation of housing for low- and moderate-
income families. Yet this and the importance of fair share in HUD’s
implementation of the 1974 House and Community Development Act
remain to be seen.

14 See, Regional Productivity; A Report by the Metropolitan Affairs Nonprofit Cor-
pOfD%tIig&s‘: S"a5tl2(;na1 Civic Review, v. 64, November 1975 : 505-525.

106 Hartman, Richard C, County Withdrawals from Puget Sound COG Raise Funda-
mental Issues for Other Councils. Reglonal Perspective October-November 1975: 1.
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Despite the recent directions toward regional delivery of public
services, the philosophical approach of the Federal role to this subject
generally remains undefined. Whether the Federal Government, on
the one hand, will provide incentives for areawide planning or, on the
other hand, mandate it through certain requirements put on the accept-
ance of Federal funds, is unclear. At present, no provisions ensure that
the actions by the seven areawide planning mechanisms discussed in
this chapter will be coordinated with one another. These agencies’
boundaries may not correspond. In addition, the continued absence of
an over-all coordinative areawide agency might well mean that the
service delivery disjointedness that has characterized local govern-
ments will also be the case at the areawide level. A final pendlno' issue
that needs to be resolved is whether these agencies should receive Fed-
eral funds directly, or whether these funds should be channeled
through State or local jurisdictions.



Cmarpter II. RURAL DEVELOPMENT AXND
ECONOMIC GROWTH

IXTRODUCTION

National rural development efforts are directed at providing rural
residents with the facilities and services that are available in urban
regions, while preserving the special qualities of rural and small town
life. The provision of quality public services in sparsely settled areas
is difficult at best, and 1t has become more difficult because of national
economic conditions over the past few years. Many rural areas are
experiencing growth in population, as the long trend of movement
away from the countryside into rural areashas been reversed in recent
years. Other rural areas are experiencing rapid growth as a result of
national energy policies which encourage the development of encrgy
resources such as Western coal. This new growth in rural areas may
create a demand for public services which is beyond the capacity of
local governments to fulfill.

No new legislation affecting rural development was enacted in
1975, but the Congress demonstrated its concern over the implementa-
tion of the Rural Development Act of 1972 through oversight hear-
ings. In addition, a number of amendments to the Act were intro-
ducted, but no final action was taken. Congressional concern focused
primarily on the ability of the Farmers Home Administration to
carry out the new responsibilities placed on it by the Act, and on the
level and type (i.e., grants vs. loans) of funding for the various pro-
visions of the Act.

A new element was injected into the related problems of rural
development and urban decay by new population statistics which
show that since 1970 nonmetropolitan counties have been growing
at a faster rate than metropolitan counties, and at the national level
the population has shifted away from the northeast and novth central
regions into what is increasingly being called the “Sunbelt.” This
shift in population patterns provides further justification for a
national policy on growth that will enable policy makers to under-
stand the implications of program design, procurement policies, and
Federal installation location on settlement patterns.

In 1975, the major concern in Congress was overcoming the devast-
ing effects of the recession on the national economy. Conflicts between
the Administration and the Congress over the best way to restore a
healthy economy continued throughout the year. Debate centered
primarily around the issue of the role of the Federal government in
areas such as tax and monetary policy, public service jobs, and public
works programs. Two bills designed to restore economic growth by
providing jobs for the unemployed or by easing their distress through
extended unemployment benefits were enacted into law. The first was
the Public Service Jobs and Job Opportunity Program Act (P.L.
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94-41) which provided $375 million through Title X of the Public
Works and Economic Development Act, and which was expected to
provide about 50,000 jobs. The second was the Emergency Compensa-
tion and Special Unemployment Assistance higher, with the exact
tiréle of extension depending on the rate of unemployment within
a State. )

In addition, Congress passed the Regional Development Act
Amendments of 1975 (P.L. 94-188) which extended the Appa-
lachian Regional Commission’s authority for four more years (the
highway program was extended for three more years) and extended
the authority of the Title V Regional Action Planning Commissions
for two more years. The Act also expanded the scope of the projects
that the Appalachian Regional Commissions and the Title V Com-
Inissions can conduct.

RuraL DEVELOPMENT

If a balance is to be achieved in the growth pattern of the Nation,
it is necessary that rural areas remain strong and healthy so as to
provide an alternative place of settlement for those who do not wish
to move to urban areas. In recent years, the long-term migration
from the countryside to the cities appears to have reversed, and there
has been a net flow to nonmetropolitan areas. Rural areas, therefore,
may have to cope with the problems associated with rapid growth
rather than with the problems of declining growth as has been the
situation in the past. The task of assuring a high quality of life in
growing rural areas will require new initiatives and determination
1if these areas are not to repeat the mistakes of the Nation’s older cities.

The Rural Development Act of 1978: Amendments and Implemen-
tation

The Rural Development Act of 1972 is one of the most important
vehicles for providing Federal assistance to help alleviate the prob-
lems of rural America. In 1975, as in past years, the amendment and
implementation of this Act received much attention in the Congress.

One proposed amendment to the Act would have extended and made
permanent the Concerted Services in Training and Education Pro-
. gram, which was established in the early 1960’s under the authority of
Executive Orders 10846 and 11122 to deal with the problems of low
levels of education and vocational training in rural areas. The primary
instrument of the CSTE program is a local coordinator, provided with
appropriate training, who assists local governmental leaders in iden-
tifying needs, and then develops proposals for obtaining the resources
required to meet those needs. Over the life of the program, CSTE
projects have been conducted in 26 demonstration areas in 16 States.
As the program expanded over the years, its original focus on voca-
tional education and job placement in the community also expanded
to include coordination of a number of related community develop-
{nenlt activities determined by the needs and priorities of a particular

ocale. _
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The CSTE coordinators became catalysts for and initiators of nu-
merous other programs to help local areas to begin to develop their
economic, natural and human resources.!

The proposed legislation (S.1807, H.R.7159) would make the CSTE
Task Force permanent, locate it within the Department of Agriculture,
and authorize the appropriation of $45,000,000 to fund the program.
The Administration opposes this legislation on two grounds: that
CSTE has worked successfully under the Executive Order authority,
so legislation is not necessary, and that new funding sources are not
necessary since the States can, if they wish, fund CSTE projects with
CETA funds. Others support the idea of giving greater permanence
to the CSTE approach through legislation, but oppose the idea of
placing the Task Force in the Department of Agriculture since that
might weaken one of the greatest strengths of CSTE: its relative in-
dependence, which gives it flexibility. Hearings were held on this leg-
islation in both houses in 1975, but no further action was taken.

Another proposed amendment to the Rural Development Act of 1972
(8. 1724) would establish a National Rural Development Bank, whose
purpose would be to “serve as basic source of financial assistance to
nstitutions that have purchased, refinanced, discounted, or redis-
counted nonfarm rural development loans made by local rural banks
and other financial institutions, or to these institutions themselves,
when the need arises.” 2 Supporters of this concept argue that rural
credit institutions are unable to supply the amount of capital needed
to encourage development in rural areas, because of the generally small
size of these institutions. The principle involved is similar to other
proposals for a National Development Bank to provide capital for
needed projects that are unable to obtain traditional financing. Op-
ponents of these measures argue that development banks are an un-
warranted intrusion into the private capital markets and will lead to
political control of the allocation of capital. No action had been taken
on this bill by the end of the session.

Other proposed amendments to the Rural Development Act would
redefine the definitions of “rural area” to broaden the coverage of the
Act (S. 1353, H.R. 251), establish a new program designed to alleviate
unemployment in rural areas through conservation employment proj-
ects (S. 1916, H.R. 7860), and provide for a permanent authorization
and revised formula for distribution of funds for Title V programs
related to rural development research and education (H.R. 6346).
An amended version of the last bill passed the House on November 7,
1975 and is pending in the Senate. The Administration opposed the
bill as unnecessary, on the grounds that “funds to carry out work pro-

17.8. Congress. House. Committee on Agriculture. Subcommittee on Family Farms and
Rural Development (CSTE. Area Definition, Employment). Hearings, 94th Congress, 1st
session. October 28, 1975. Washington, U.S. Govt. Print. Off., 1975. 95 pp. U.S. Congress.
Senate. Committee on Agricultural and Forestry. Subcommittee on Rural Development.
Medical Facilities, Concerted Services. and Employment Projects in Rural Areas. Hearings,
?§§h Congress, 1st session. July 21, 1975. Washington, U.S. Government Print. Off.,, 1975,

pp. .

2 Hymphrey, Hubert H. National Rural Development Bank Essential for Revival of

:ﬁ;}?r;l én';%iifa;nﬁezmarks in the Senate. Congressional Record (daily ed.), v. 121, May 13,
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vide for under Title V beyond fiscal year 1976 could be provided
under other existing authorizations . . .” * Widespread support within
Congress for the concept indicated the likelihood of future action on
the bill.4

Conflict between the Congress and the Administration over the
level of funding for rural development programs and the pace of im-
plementation of the Rural Development Act continued throughout
1975. According to the Assistant Secretary of Agriculture for Rural
Development, twenty-five percent of the provisions of the Rural
Development. Act had not been implemented by March 19755 The
ability of the Farmers Home Administration, one of the key agencies
in implementing the programs authorized by the Rural Development
Act, to handle the new responsibilities placed upon it was also a sub-
ject of concern to the Congress.® FmHA’s lack of experience in com-
mercial lending was seen as one factor in the delays and ineffectiveness
in the implementation of the Business and Industrial loan program
of the Act. Bankers were discouraged from participating in this pro-
gram due to the amount of red tape involved, and the delays in proc-
essing applications.”

Two reports prepared by the General Accounting Office on the
Farmers Home Administration were released in 1975. The first one,
Personnel Management Improvements Initiated or Needed to Ilelp
Farmers Ilome Administration Meet its Ewpanded Missions, looked
into the question of whether “the agency has enough employees with
adequately diverse backgrounds and abilities to carry out its missions
and (whether) its services are being delivered to the public in a cost-
effective way.” ® The GAO found that the FmHA needs to have more
employees with backgrounds in fields other than agriculture to “effec-
tively Implement the newer rural development programs.”® In
addiiton the GAO suggested that by changing its method of provid-
ing loan funds the FmHA could save both borrowers and itself money.
The GAO also suggested that commercial lenders become more in-
volved in the loan programs of the agency.

The second report, a staff paper, was prepared for the Subcommittee
on Rural Development of the Committee on Agriculture and Forestry
of the United States and was an analvsis of a public opinion survey
that the subcommittee conducted.” The survey, which received re-
mross, House, Committer on Agrienltural Development Act Amendments.
Report. Washington. T1.S. Govt. Print. Off,, 1975 (94th Congress, 1st session. House.
Report No. 94-441) n. 7. .

411.8. Congress. House. Committee on Agriculture, Amend. Consolidated Farm and Rural
Develonment Act. Hearings, 94th Congress, 1st session on H.R, 2551, 6280, 6332, 6346. and
6678. Tnne 9, 10, 11. 1974, Washington, Govt. Print. Off., 1975.

5 U.8. Congress. Senate. Committee on Agricuttnre and Forestry. Subcommittes on Rural
Develonment. Implementation of the Rnral Development Act Part 4. Hearings, 94th
C(;!;zross. 1st session. January 22 and March 6, 1975. Washington, U.S. Govt. Print. Off.,
1875 p. 18, -

¢ Clark. Dick, The Future of the Farmers Home Administration. Remarks in the Senate.
Congressional Record (daily ed.). v. 121, September 23, 1975 : 8. 18498-16503.

7U.8. Congress. Honse. Committee on Agriculture. Suhcommittee on Family Farms and
Rural Develonment. Rural Develonment Act of 1972 (Administration and Exnenditures),
Hearings, 94th Coneress, 1st session. June 16 and 17 and July 25, 1975. Washington, U.S.
Govt. Print. Of.. 1975, n. 311-315,

_8TLS. General Accounting Office. Personnel Management Improvements Initiated or
Xeeded to Heln Farmers Home Administration Meet Its Expanded Missions : Rennrt to
the Congress bv the Comntroller General of the United States. [Washington] 19735. (b.

114873, Sept. 10, 1975) p. 1.

o Thid., p, iii

1 U.S. General Acconnting Office. An Analvsis of the Suhecommittee’s Public Opinion
Survey of the Farmers Home Administration, U.S. Department of Agriculture; Staff paper
prenared for the Subecommittee on Rural Development of the Committee on. Arriculture
and Forestrv. Unifed States Senate hy the Office of Program Analysis of the U.S. General
Accounting Office. [Washington] 1975,




sponses from 1,335 of the 3,720 mailed questionnaires (36 percent),
found that in general the respondents looked favorably upon the
Farmers Home Administration programs and personnel. The big-
gest problem mentioned was the eligibility requirements, which were
seen as hindering improvement in rural development. The survey also
found that the site preparation program for business and industry
was the least known of the FmHA programs covered by the survey;
(the other programs were: water, sewer and solid waste; rural hous-
ing; essential community facilities; business, industrial and job de-
velopment; and farm ownership and operating).

The conflict over furrding levels for rural development programs
was illustrated by the Administration’s proposals, in November 1975
for new rescissions and deferrals of budget authority totaling over
$1 billion for various Federal agencies, including over $230 million
in funds for several programs of the Farmers Home Administration.
These cutbacks included a $200 million cutback in funding for
FmHA’s rural water and waste disposal grant program: $150 mil-
lion would be rescinded, and $50 million would be deferred for one
full year. Another proposal would have rescinded $9 million in ap-
propriations for rural development grants on the grounds that the
elimination would have “a minimum cffect on the rural economy since
funds are available for the community facilities loan program and
from other sources . . . 11 :

The Congress viewed these proposed cutbacks as a devasting set-
back for rural development, and action to modify or override the re-
scissions and deferrals seemed likely as the session ended.

In part, the cutbacks in rural development grants reflect overall
Administration philosophy with regard to the future funding of
rural grant programs: the reduction or elimination of grant programs
in favor of loan programs. At hearings on proposed rescissions, the
Secretary of Agriculture, in response to a question on the future of
grants for rural development, stated that “. . . we are goine to make
loan funds available to meet the needs. We hope they will meet the
needs, and we want to move away from grants.” 12

Fiscal year 1975 and 1976 apropriations for rural development grant
programs were generally higher than or at the same level as fiscal
year 1974 appropriatiors.’® The President had requested the discontin-
uance of future funding of these grant programs in his fiscal year
1976 budget requests.

The Rural Development Act of 1972 (sec. 603(b)) requires the
Secretary of Agriculture to establish rural develepment goals in con-
nection with employment, income, population, housing, and quality of
community services and facilities, and to report to Congress each year
on progress in attaining such goals. The second anual report, sub-
mitted in 1975, was generally disappointing to the Congress.’* The

1 U.8. Congress. Summary of Proposed Rescissions and Deferrals: Message from the
President of the United States. Senate Doc. No. 94137. Washington, U.S. Govt. Print. Of.,
19;;"[]'.);@.7'Congress. House. Commit-tee on Appropriations. Deferrals and Rescissions of
Appropriations. 1975-1976. Hearings before a Subcommittee, 94th Congress, 1st session.
Washington, U.S. Govt. Print. Off., 1975. part 1.

3 11.8. Executive Office of the President. The Budget of the United States Government :
Fiscal Year 1977. Appendix. Washincton. U.8. Govt. Print. Off.. 1976. p. 146, 148.

1 U.S. Secretary of Agriculture. Rural Development Goals; Second Annual Report of
the Secretary of Agriculture to the Congress. Washington, 1975. 59 bp-
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Chairman of the House Subcommittee on Family Farms and Rural
Development stated that: 1
I must confess that this report is disappointing . . . It offers no concrete
guidelines for solving rural problems. It is working with crude figures and
goals for fiscal year 1975 when we are now concerned with 1976 problems . . .

They [the Administration) admit that the report does not meet the full Con-
gressional intent of the Rural Development Act. ..

The report reflected the basic reluctance of the Administration to
set national goals for rural development, on the grounds that “To
arbitrarily set specific goals at the Federal level implies a centrali-
zation of Federal control and depth of Federal wisdom and capability
that is at variance with this Administration’s philosophy of fostering
a more decentralized government.” ¢

Earlier in the year, the General Accounting Office reported on the
results of an assessment of the impact of national rural development
efforts on a 12-county rural area in South Dakota.*?

The report concluded that “The statutory commitment to rural de-
velopment is impressive but it has not been fully supported by Govern-
ment actions.’® GAO recommended that in order to make the Nation’s
rural development effort more effective, the Secretary of Agriculture
should : 1°

Bstablish quantified rural development goals for matters specified in the 1972
act, using available information, on both a national and a regional basis;

Develop a national rural development plan describing how and when estab-
lished goals would be met and resources needed to meet them; and

Ascertain the desirability of having key Federal departments and agencies
establish rural development offices.

Rural Housing

The provision of a decent home for rural Americans continued to
be a problem in 1975. According to the Farmers Home Administra-
tion: “With one-third of the national population, rural America had
half of the Nation’s substandard housing. This meant that the ratio
of bad housing to numbers of families was twice as great in rural com-
munities as in the cities.”2° No new legislation was enacted in this
area in 1975, but the Congress continued to monitor the implementa-
tion of previously enacted legislation designed to help alleviate poor
housing conditions in rural America. The Farmers Home Administra-
tion has been charged with the responsibility of administering many
of the provisions of these laws, such as supplying credit to rural areas
and towns with populations up to twenty thousand (although as of
the end of 1975, two years after the passage of the Act 2! increasing
the limits, the old population limit on town size, ten thousand, was
still in effect).

The dollar outlays for 1975 showed a significant increase over the
previous year, but as in other recent years most of the increase went

15 J,8. Congress. House. Committee on Agriculture. Subcommittee on Family Farms and
Rural Development. Rural Development Act of 1972. . . , pp. 221--222,

16 J,8. Secretary of Agricultre. op. cit., p. 1.

17 17.S. General Accounting Office. National Rural Development Efforts and the Impact
of Federal Program on a 12-County Rural Area in South Dakota; Report to the Congress
by the Comptroller General of the United States. [Washington] 1975. (RED-75-288,
Jan. 8, 1975) 138 pp.

18'Thid., p. 1.

1 Thid., p. iv.

20 .S, Department of Agriculture. Farmers Home Administration. Briet history of the

Farmers Home Administration. Washington, February 1976. p. 12.
2 Housing and Community Development Act of 1974 (P.L. 93-383).
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for higher construction costs rather than for a significantly higher
number of units constructed. One assessment of rural housing pro-
grams reported that “the increased appropriations (over the past sev-
eral years) have been required to maintain program levels reached
5 years ago and have not resulted in the recent expansion of the
program.” 22

The total housing loans and grants under the Farmers Administra-
tion programs from fiscal year 1974 to fiscal year 1975 increased 22
percent, from $1.8 billion 1n fiscal year 1974 to $2.2 billion in 1975.
The Farmers Home Administration spent a total of $5.4 billion in
fiscal year 1975; 41.5 percent of the total represented obligations for
the housing programs, while the farming programs received 36.5 per-
cent of the total obligations. This illustrates a continuing trend in
which housing programs received an increasing share of the total
obligations of the Farmers Home Administration, as compared to the
farm program’s share.

A major change in administration of the rural housing programs
in 1975 over fiscal year 1974 was the almost complete obligation of
available funds. In fiscal year 1974 $375.0 million went unused, but in
fiscal year 1975 only $19.2 million was unobligated and most of that,
$15.2 million, was in the Home Repair program. The only other pro-
gram with a significant amount of unused funds was the Farm Labor
Housing Loans which had $1.9 million unused at the end of the fiscal
year 1975. The other major programs, Homeownership Loans, Rental
Housing Loans, and Farm Labor Housing Loans, had their total
appropriations obligated in fiscal year 1975.

The President’s fiscal year 1976 budget, “provides for several
major changes in direction and intent of rural housing programs.
(R)ural housing assistance is being redirected to provide more reha-
bilitation loans (and) almost one-half of the rural home ownership
assistance funds will be used to aid the purchase of existing units,
rather than new construction with its higher costs. An experimental
program of loan guarantees will be undertaken to test the effectiveness
of attracting private capital into the rural housing market.” 2* The
budget request for the rural housing programs totaled $2.7 billion, but
by the end of 1975 Congress had appropriated $3.2 billion, half a bil-
lion dollars more than the President’s request. This money is expected
to produce 137,600 new or refurbished housing units. The fiscal year
1976 funding level is 45.5 percent higher than the fiscal year 1975 fund-
ing level. However, the number of housing units to be constructed or re-
habilitated will increase by only 16.0 percent, an indication of the
degree to which higher construction costs are cutting into the larger
appropriations passed by the Congress.?*

In the Housing and Urban Development Act of 1974, the Congress
required that the Department of Housing and Urban Development
provide 25 percent of its subsidized housing program funds to non-
metropolitan areas. In 1974, HUD achieved 35 percent of its goal in
nonmetropolitan America, but in 1975 it achieved only 81 percent of
its goal (approximately 16,000 and 14,000 housing units respectively).

22 Housing Assistance Council. Rural Housing Goals and Gaps. Washington, 1976. p. 20.

2'70.S. Executive Office of the President. The Budget of the United States Government,
Fiscal year 1976. 94th Congress, 1st session. (House Document No. 94-21). Washington,
U.8. Govt. Print. Off., 1975. p. 110. .

2 Housing Assistance Council, Inc. The Fiscal 1977 Budget : An Analysis of Its Impact
on Rural Housing Development. Washington, February 1976. p. 2.
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The housing target established by the Housing and Urban Develop-
ment Act of 1698 for the ten years period 1969-1978 was 26 million
units. Six million units were to be Federally subsidized with 1.86 mil-
lion of the subsidized units to be located in non-metropolitan areas.
Through fiscal year 1975, 888 thousand subsidized units had been pro-
duced in non-metropolitan areas, which represented only 76 percent
of the target through that year. HUD has produced 79 percent of its
target share and Farmers Home Administration had produced only 55
‘percent of its target share through fiscal year 1975. It has been esti-
mated that at its current rate of production it will take the FmHA 37
vears to replace all the currently existing substandard housing in
TmIA service area.? The sheer size of the problem and the ever in-
creasing costs and demands on limited government resources indicate
that provision of decent housing for rural Americans will continue to
be a struggle.

Rural Health Services

No new rural health legislation was enacted in 1975, but the Con-
gress continued to express its concern over the lack of adequate health
services in rural America through the introduction of several bills
(H.R. 233, H.R. 2841, and H.R. 5236) to establish an Office of Rural
Health Care, in HEW, to administer all Federal laws relating to
lealth care programs in rural America and by hearings held by the
Senate Subcommittee on Health of the Committee on Labor and Public
Welfare.®®

The problem of rural health care is readily apparent from ex-
amining some data on the subject. The number of individuals per
doctor in the country as a whole is 665; for rural areas it is 2,400 per-
sons per doctor. There are 135 counties in the country without a single
doctor; in 1963 there were 98. The number of families with health
insurance is significantly less in rural areas than in urban areas (60—
65 percent to 90 percent).2” How best to meet the needs of the people
living in rural areas is a continuing problem. Suggestions for solu-
tions have ranged from providing national health insurance to re-
quiring doctors to practice for some period of time in areas deemed
deficient in health care services.

A sampling of various agency’s obligations for health care pro-
grams in nonmetro areas in fiscal year 1975, shows that the Appala-
c¢hian Development Commission obligated almost $35 million for
the maintenance and improvement of health facilities in fiscal year
1975 18.5 million went to nonmetro regions (only 10 percent of the
total went exclusively to metro counties. the remainder of the funds
were obligated to multicounty areas that included both metro and non-
metro counties). The Department of Health, Education. and Wel-
fare through its Community Health Center program, obligated over
249 million to nonmetro areas, approximately 25 percent of the total
of $197 million. Because of the difficulty in organizing health main-
tenance oreanizations in rural areas, the Health Maintenance Pro-
eram of HEW obligated only 12 percent of the available money in

25 Housing Assistance Council. Rural Housing Goals.
2 718, Congress. Senate. Committee on Labor and Public Welfare. Subcommittee on

Health. Health Manpower. 1974 : Part 1-5. 93rd Congress, 2d session. April 30, June 24,

25. 26. 1974. Washington, U.S. Govt. Print. Off., 1974,
> Rural America Tne..” and Rural Housing Alliance. Toward a Platform for Rural

Am%rica: Report of the First National Conference on Rural America. Washington, 1975.
p. 19.
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rural areas in fiscal year 1975, a.lthough the goal in the enabling legis-
lation is 20 percent. The unused allocation is to be available for non-

metro areas 1n the next fiscal year.*®

Rural Community Development

The Federal programs designed to contribute to the development
of rural communities have as a major foundation the idea that by
helping supply communities with an improved infrastructure (com-
munity facilities, industrial parks, etc.) the community will become
attractive enough to business so that development will become self
sustaining. To this end the Federal government provides community
development block grants through HUD, business, industrial and
community facility grants and loans through the Rural Development
Act, and similar programs through the Economic Development.
Administration.

The Housing and Community Development Act of 1974, in title 1,
provided for, “a modified form of special revenue sharing. The com-
munity development block grant program replaces a series of categor-
ical programs . . . including : water and sewer and neighborhood facil-
ities, urban renewal and neighborhood development program grants,
public facility loans, open space, urban beautification and historical
preservation grants. Model Cities grants and rehabilitation loans . . .
20 percent to 25 percent of the funds are earmarked for nonmetropoli-
tan areas.”?® In fiscal year 1975 the community development block
grant program made available almost $470 million in funds for non-
metro areas. Title I authorized almost $41.7 billion for nonmetro areas
for the .period fiscal year 1975-77. The enacted appropriation for
fiscal year 1976 amounted to a little over $2.8 billion, of which $560
million should go to nonmetro areas. . :

. The impact of the new form of community development is being
closely monitored by rural interests and by the Congress. Criticism
of some aspects of the program has surfaced, focused primarily on
what is considered to be inadequate funding and a maldistribution of
funds between rural and urban areas. Supporters of rural .develop-
ment argue that the present 80-20 split of funds for urban-rural fund-
ing is wrong and inequitable since the entitlement formulas under the
program would produce a 6040 urban split and not the current di-
viston. In addition, they contend that the funding levels are well below
the levels necessary to meet rural community development need.*

The community development activities authorized by the Rural
Development Act includes both loan and grant programs. There are
grants available for water and waste disposal, rural development (to
facilitate development of private business by local government), and
fire protection among others. Loans are available for water and waste
disposal. community facilities. and industrial development. among
others. The obligations incurred for the grant program in fiscal vear
1975 were $174.2 million and are expected to be $226.2 million in fiscal
vear 1976. For the loan programs the obligations were $1019.7 million

257J.S. Dept. of Agriculture. Rural-Development Goals: Third Annuval Reporf of the

Secretary of Agriculture to the Congress [Washington, 197671 pp. 78-87.
% Housine Assistance Council. Inc. The Housing and Community Development Act of

1974 : Implications for Rural America. Washington, 1974. p. 27.
30 Rura) America, Inc. and Rural Housing Alllance. Toward a Platform for Rural

America. p. 33.
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in fiscal year 1975 and are expected to be $1020.0 million in fiscal year
1976, no real increase in the level of grants. :

Support for the loan programs was expressed in hearings by E. Clin-
ton Stokes of the Chamber of Commerce of the United States of
America when he said, “These provisions have . . . done the most good ;
ie., insured loans for community facilities, for water and waste dis-
posal and for financing business and industry with emphasis on job
development.” 3* He also expressed his support of the Secretary of
Agriculture’s stated reluctance to use the grant portions of the Rural
Development Act, claiming, “There are thousands of rural communi-
ties that could absorb billions of dollars in° Federal grants for com-
munity facilities and services. Those which have the most potential
for economic growth should, to a large extent, be able to secure long
term loans for well-covered and planned community facilities and
services,” 32 and won’t need the grants. Supporters of the grant pro-
gram contend that it is the poorest communities that are in most need
of the facilities and services and that they can only obtain them
through grants. Since these communities are unable to secure loans
for needed projects the supporters feel the grant programs should be
fully funded and implemented.

This debate is part.of a larger debate going on between the Con-
gress and the Executive over the use of loan or grant programs to pro-
vide aid. It is apparent in many areas other than rural development,
The Administration tends to support loan and block grant type pro-
grams while Congressional policies tend to favor continued use of
categorical grant programs in addition to direct and guaranteed loan
programs. . :

Titles T and II are the original community development programs
of the Economic Development Act of 1965 (Public Law 89-136 as
amended). Title I provides grants for public works and development
facilities, and Title IT allows loans to be made for the same purpose
in addition to making and guaranteeing loans for industrial and com-
mercial projects. Titles IX and X, both added in 1974, provide money
for special economic development and adjustment assistance and for
a job opportunities program. The special economic development and
adjustment assistance is to be used when an area is threatened or is
experiencing severe unemployment arising from economic dislocation,
either caused by private or governmental action or regulation. The
job opportunities program allows the Secretary of Commerce: to
make grants, “to stimulate, maintain or expand job creating activities
in areas. . . . suffering from unusunally high levels of unemployment.?
Both urban and rural areas are eligible for participation in these
programs. Because of their special nature, Titles IX and X will be
dealt with later. ' :

Obligations under the public works and business development pro-
grams (Titles T and IT) amounted to $173.1 million in fiscal year 1975
and are estimated to reach $224.5 million in fiscal year 1976. Since
the programs inception, the Economic Development Administration
has approved over 4000 public works and business development proj-

31 17.8, Congress. House. Committee on Agriculture. Subcommittee on Family Farms
and Rural Development. Rural Development Act of 1972 (Administration and Expendl-
tures) p. 333, :

32 Thid.. p. 333.

2 Public Law 136, as amended, 89th Congress, Title X.
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ects, funded by over $2 billion in direct outlays and another $103..6
million in loan guarantees. In fiscal year 1975, 276 public works proj-
ects and 10 direct business doan projects were approved.

The major interest in Congress during 1975 was in finding some
way of combatting the effects of the recession. Bills introduced in
both the House a.ng the Senate, used the Public Works and Economic
Development Act of 1965 as a vehicle for providing public service
jobs to the unemployed or for using the Economic Development
Administration as the agency to administer countercyclical programs.
These bills included provisions that could have had an important
impact on rural community development, by providing jobs and pub-
lic works to many communities throughout the country, including
rural communities. The countercyclical provisions would provide
needed funds for many rural communities that are having trouble
maintaining services during the recession. None of the bills had been
enacted by the end of 1975. Because of the many faceted nature of
these bills, some of them will be discussed later.

In September, hearings were held by Housr Subcommittee on Eco-
nomic Development on the Administratior’s proposal (H.R. 9398)
to extend the Public Works and Economic Development Act of 1965
for three more years. Authorizations for this act will expire June 30,
1976. This is the first year since 1971 that the Administration has not
opposed renewal of this legislation. The Assistant Secretary for
Economic Development, Department of Commerce, stated that the
Administration’s proposal represents the administration’s commit-
ment to continue EDA as an important agency in the administration’s
program to provide relief to areas of economic unemployment in the
Nation. . . . In the Public Works and Economic Devélopment Act,
Congress has created a flexible program with tools that aid States
and local communities to develop a variety of solutions to overcome
problems . . .3 No further action was taken on the administration pro-
posal before the end of 1975. ‘ '

Rural Transportation

The Congress, concerned over the lack of public transit in rural
areas, considered several bills dealing with the problems during 1975.
One bill, S. 662, passed the Senate in September; it would provide
$500 million for nonmetropolitan areas to be used for capital assist-
ance and operating subsidies. This bill would be an amendment to the
National Mass Transportation Act.

Another act which was passed in late 1974 but not signed by the
President until early 1975 (Public Law 93-643) provides for $60 mil-
lion to be used in a rural highway public transportation demonstration
program. The funds could be used mostly for the purchases of high-
way traflic control devices, construction of loading areas and facilities,
fringe parking and the purchase of passenger motor vehicles. This
law was an amendment to the Federal-Aid Highway Act of 1973.

Of great concern to Congress in 1975 was the possible disruption
in rail service to rural areas from rail line abandonment and the
proposed railroad reorganization in the Northeast. Fear was expressed

% U.S. Congress. House. Committee on Public Works and Transportation. Subcommittee
on Economic Development. To Amend the Public Works and Economic Development Act
of 1965 to extend the Anthorization for a Three-vear Period. Hearings, 94th Congress,
1st session. Sept. 18 and 23, 1975. Washington, U.S. Govt. Print. Off. 1975. p. 4.
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that the planned rail reorganization would adversely affect the eco-
nomic viability of many small communities. Hearings were held in
July on the impact of deteriorating rail service in rural areas and
the Economic Research Service of the Department of Agriculture
published an analysis of the effects of the rail reorganization.®® The
report found that the aggregate effects would be small from the
proposed rail reorganization although the effects on some communi-
ties and individuals may be significant and adverse.

Other Issues in Rural Areas

Among other issues confronting Congress in 1975 were questions
on the continued operation of thousands of rural post offices, the
existence of the family farm in the face of mounting economic pres-
:sure, the preservation of agricultural land for agriculture, and a
national food policy.

The Government Accounting Office (GAO) issued a report which
outlined a method of saving the United States Postal Service $100
million by closing 12 thousand rural post offices that according to
GAQ, were no longer necessary for efficient mail delivery to rural resi-
dents. An out-pouring of public sentiment in favor of continued
existence of the rural post offices caused Congress to hold hearings
on the question in September and October of 1975.% Since legislation
is required before the offices can be closed, no Postal Service action
to close the offices is expected in the near future. _

In the Senate, hearings were held by the Small Business committee
in conjunction with other committees on the question of whether the
family farm will survive in America.?” Further hearings are expected
over the next year. The GAQO released a related report in August titled
“Some Problems Impeding Economic Improvement of Small-Farm
Operations: What the Department of Agriculture Could Do”.*® The
report indicated that the Department of Agriculture, using existing
legislative authority, could do more to assist the small farmer than it
has done. The Department of Agriculture stated that no action on the
GAO recommendation would be undertaken at that time. _

A related area of Congressional concern is the loss of productive
farm land, to both urban sprawl and to erosion. Between 1945 and
1964 more than 2.5 million acres of cropland were converted to other
uses but at the same time an average of one new acre of cropland was
created for every two acres converted, making the net loss of cropland
only 1.4 million acres. This was taking place at the same time that crop

5 7.8, Congress. House. Committee on Small Business. Subcommittee on Commodities
and Services. Impact of Deteriorating Rail Service Upon Rural Communities and Small
Buisinessfgs.lqﬁearings, 94th Congress, 1st session. July 19, 1975. Washington, U.S. Govt.
Print. Oft,, 1975. .

U.S. Congress. Senate Committee on Agriculture and Forestry. Effects of the Proposed
Northeast-Midwest Rail Reorganization on Rural Areas. Committee Print, 94th Congress,
1st session. March 24, 1975. Washington, U.S. Govt. Print. Off., 1975. :

38 [J.8. Cngress. House Committee on Post Office and Civil Service. S8ubcommittees on
Postal Service and Postal Facilities. Mall, and Labor Management. GAQ’s Recommendation
that 12.000 Small Post Offices Be Closed. Hearings. 94th Congress, 1st session. Sept. 23,
24 and Oct. 8. 1975. Washington, U.S. Govt. Print. Off., 1975. 170 pp.

37 7.8. Congress. Senate. Selected Committee on Small Business and Committee on
Interior and Insular Affalrs. Will the Famlly Farm Survive in America§ Joint Hearings,
94th Congress, 1st sesslon. July 17-22, 1975. Washington, U.S. Govt. Print. Off.,, 1975.

387].§. General Accounting Office. Some Problems Impeding Economic Improvement of
Small-Farm Operators: What the Department of Agriculture Could Do; Report to the
Xongxiessslgyr gh)e Comptroller General of the United States. [Washington] 1975. (B-133192,

ug. 15, X k
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production was increased by 50 percent. In addition the percentages
of land that are in cropland, pastures and range, and forests, are all
about the same now as they were in 1950. Some analysts feel there 1s
little to fear from farm land conversion for many years in the United
States as a whole, The Northeastern States are a different story. In
this particular part of the country farm land conversion 1s occurring

at a fairly rapid rate because of regional economic and population

pressures. Efforts have been undertaken by State and local govern-
ments in the area to slow or halt the loss of this farm land and preserve
it as productive open space through the use of restrictive agreements,
deferred taxation, and preferential or use value tax assessment.*

The loss of usable cropland to soil erosion is not currently a serious
problem but is-a potential threat. Various farming methods and prac-
tices to control soil erosion have lost favor in recent years due to in-
creased economic pressure for certain crops such as wheat and
soybeans. These economic pressures have resulted in the reduction
in use of strip cropping and stubble-mulch tillage and the expansion
of wheat production into former range land that is drier and more
susceptible to wind erosion in time of drought. All these factors may
tend to increase the loss of productive land to erosion in the future.*®

The development of a Federal food policy has appeared more
urgent since the Russian wheat sale in 1973. The rapid rise in food
prices and the dwindling food surplus over the last few years have
combined to cause public concern, which has been reflected in the Con-
gress. During 1975 bills were introduced dealing with farm income
and other matters of National food policy although the major concern
of Congress appeared to be the Food Stamp Program with over 35
bills being introduced on it alone. Several studies came from the Senate
Committee on Agriculture and Forestry dealing with the concern over
food and agricultural policy in the current situation of uncertainty
and rising prices.#

Rural Interest Groups

A number of organizations actively supported measures designed to
meet the economic, political, and social needs of rural America. The
Congressional Rural Caucus, a bipartisan group of over 100 members
of the House of Representatives, attempts to form coalitions with
urban interests when legislation affecting both is being considered.
The Caucus’s goals include the full implementation of the Rural
Development Act of 1972 and the development and implementation
of a national rural development program to bring about the economic
development of Americans rural areas so as to give rural American’s
the same opportunities that exist for Americans that live in the cities.

Rural America Inc. was organized in 1975 to initiate and support
solutions for the problems of rural areas. In April, the First National

2 Miner. Dallas. Agricultural Preservation: A New Issue in Open Space Consideration..
Environmental Comment, 14, Oct. 1974 : p. 9.

T7].8. Congress. Senate. Committee on Agriculture and Forestry. Conservation of the
Land. and The Use of Waste Material for Man’s Benefit. Print, 94th Congress, 1st session.
March 25. 1975. Washington, U.8S. Govt. Print. Off.. 1975.

41 7.8, Congress. Senate. Committee on Agriculture and Forestry. The Market Funections
and Costs Between America’s Fields and Tables. Print, 94th Congress, 1st session. March 25,
1975. Washington, U.S. Govt. Print. Off., 1975.

U.8. Congress. Senate. Agriculture in a World of Uncertainty : The Potential Impact of’
Rising Costs of Production on Agriculture and Rural America. Print, 94th Congress, 1st
session, April 11, 1975. Washington, U.S. Govt. Print. Off.,, 1975.
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Conference on Rural America was held under the sponsorship of the
Rural Housing Alliance (dedicated to better housing for rural
America) and Rural America Inc. From this conference came a plat-
form for rural America that among other things recommended the es-
tablishment of a Department of Rural Affairs to administer programs
dealing with rural areas, support for a Congressional select committee
on rural America to study the problems of rural areas and greater
participation in rural development by private foundations.® In ad-
dition to making recommendations, Rural America Inc. intends to
lobby for the program and principles they see as essential for the well
being of persons living in rural areas.

Condition of Rural America: Reports and Recommendations

The Congress and several executive agencies released reports on the
condition of rural America in 1975. The Department of Health, Educa-
tion and Welfare published a report on Programs for Rural America,*
prepared for the Subcommittee on Rural Development of the Senate
Committee on Agriculture and Forestry. Using Fiscal Year 1972 data
the report analyzed the distribution of program obligations between
metropolitan and nonmetropolitan counties and attempted to identify
reasons for apparent imbalances in specific program obligations.
Where the data was available the report compared the 1972 data to
1970 data and highlighted any significant trends in program obliga-
tions toward nonmetropolitan counties and why these changes may
have occurred. ’

The same committee also released a print in May, prepared by the
Economic Research Service of the Department of Agriculture and
titled 7he Economic and Social Condition of N onmetropolitan
America in the 1970’s,* an update of an earlier print of the same title.
This print contained valuable information in the form of text, tables,
graphs, and maps on the changes that have taken place and the condi-
tions that exist in nonmetropolitan areas.

The Economic Development Administration produced a study,
titled Industrial Invasion of Nonmetropolitan America: A Quarter
COentury of Experience. The study documents the experiences of rural
‘industrialization over the last 25 years, from the viewpoint of the
Tural community. Among the generalizations that came from the study
are: in most cases industrial expansion contributed to population
growth; there is no evidence that industrial development contributes
to the educational attainment of the host community ; and the increase
in local government revenues is often outweighed by the increased
cost of providing additional services to the new industry and
population. .

Another study, released in 1975, by the Economic Research Service
of the Department of Agriculture, Alternative Futures for Nonmet-

- 4 Rural_America, Inc. and Rural Housing Alliance. Toward a Platform for Rural
America : Report of the First National Conference on Rural America. ‘Washington, 1975.
U.8. Congress. Senate. Committee on Agriculture and Forestry. Subcommlittee on

Rural America: Department of Health, Education and Welfare Program Assistance for
Nonmetropolitan Areas, Fiscal Year 1972, Print, 94th Congress, 1st session. Feb. 6, 1975.
Washington, U.8. Govt. Print. Off., 1975.

“U.S. Congress. Senate Committee on Agriculture and Forestry. The Economic and
Social Condition if Nonmetropolitan America in the 1970's. Print, 94th Congress, 1st
session. May 30, 1975. Washington, U.S. Govt. Print. Off., 1975.
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ropolitan Population, Income, Employment and Capital *® used a com-
plex economic model to test several alternative methods of promoting
nonmetropolitan development. One finding the study made was the
most traditional development strategies work better in combination
than if attempted individually. The study also found that a strategy
of increasing jobs more easily attains development goals than a
strategy of increasing the capital stock per worker. Another finding
was that increasing migration into nonmetropolitan areas tend to de-
press per capita income and employment, but encouraging outmigra-
tion from nonmetropolitan areas tends to cause income and employ-
ment to increase in the nonmetro area. This conclusion assumes no
changes other than population growth; no new industry, no increase
in demand for an area’s resources, no changes except in population.

InTERN AL MIcraTION : CHANGES IN DIRECTION

A new element was injected into the related problems of rural de-
velopment and urban decay by a Census Bureau report showing that a
significant change in population flows has taken place since 1970.4¢
Since World War II, most internal migration flows were from the non-
metropolitan areas to the metropolitan areas, but since 1970 there is
reversal of the flow to the nonmetropolitan areas which has shown up
as faster growth rates for these counties than for the metropolitan
counties.

Additionally there is a further shift in the population away from
the northeast and the north central regions and into what is increas-
ingly being called the “Sunbelt,” the tier of states running from the
Atlantic to the Pacific along the southern edge of the country and ex-
tending up the Pacific coast and including the mountain States of the
West. The South and the West grew 8.4 and 8.7 percent respectively
from 1970 to 1975 while the Northeast and the North Central states
grew 0.8 and 1.9 percent respectively during the same time. For metro
and nonmetro counties the population gains for the time period 1970
to 1974 were 8.6 and 5.0 percent respectively. S

Several explanations are offered for the population shift away from
the North and into the South and West. David Work of the Census
Bureau suggests that a major factor is a change in black migration
patterns. Blacks no longer are leaving the South in large numbers
and some black families are returning to the South from the North.
In addition, white families continued their movement to the South
and the West, which means very little if any migration growth for
the North.#” Another suggestion is that the energy crisis has encour-
aged industry to move to the South and West where energy supplies
are more plentiful and available. Once the industries move, the peo-
ple that work in them tend to follow. Some suggestions have focused
on changing attitudes. These indicate that Americans are looking
for a new lifestyle and believe they can pursue it more easily in the
South and West and by living in small towns rather than large cities.

4 7J.S. Dept. of Agriculture. Bconomic Research. Service. Alternative Futures for Non-

Fettrop?litagnfiopulatlon, Income, Bmployment, and Capital, November 1975. Wash-
ngton [no. . -
9% 7.S. Bureau of the Census. Social and Economic Characteristics of the Metropolitan
and Nonmetropolitan Population: 1974 and 1970. Current Populatior Reports Special
Studies. September 1975. [ Washington, series p. 23, no. 25].

47 Reinhold, Robert. 85 Percent Rise in Population in South and West. New York Times.

Dec. 12, 1975,
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The last two reasons are also being given as reasons why -Americans
have begun moving into nonmetro regions reversing the long-estab-
lished pattern of moving off the land and into the cities. Another
reason 1s the large number of retirement communities that are being
located in nonmetro areas. One other reason being suggested is the
expansion of urban areas into surrounding areas that have been.and
still are basically rural in character. .

If these internal migration patterns should continue as a long-term
trend, they will have profound effects not only economically and
socially but politically as well. Rural areas will begin to experience
the problems associated with growth, such as overburdened public
facilities and services, loss of open space, traffic congestion and prob-
lems with pollution. They may experience some social problems that
come with growth, such as increases in crime, welfare, and possibly
some antagonism on the part of the long-term residents toward the
new migrants. Politically the trend will cause a shift in the power
structure of Congress toward the South and the West and away from
the older industrial areas of the Northeast and North Central states.
There may also be some slight change in the distribution of political
power between rural and urban interests.*®

Because of the potential problems that the country as a whole
might face dne to the changing patterns of internal migration, some
members of Congres feel it is necessary to plan for the changes that
may occur. In this way, they feel, the country can avoid many of the
difficulties that took place in urban areas when they underwent a long
period of growth. Senator Humphrey introduced a bill, S. 1795,
the Balanced Growth and Economic Planning Act, to establish a
national economic growth plan that would according to the Senator,
“help . . . avoid the mistakes of the Washingtons, the New Yorks,
and the Los Angeles in developing on an ‘unplanned’ basis. The costs
of repeating such experiences are very high—not only in terms of
Federal and State expenditures, but also in terms of providing and
maintaining a decent human environment for those citizens who will
be living in the communities.” *® No action had been taken on the
bill by the end of 1975.

In commenting on the recent changes in population flows, Calvin
L. Beale of the Fconomic Research Service of the Department of
Agriculture stated, “The trend in the United States since 1970 was
not foreseen in the literature of scientific and public discussion of
even 3 or 4 years ago. Its rapid emergence is basically the result of
innumerable private decisions—both personal and commercial—
which collectively and subtly have created a pattern of population
movement significantly different from what went before. . . Much new
thought is needed on the probable course of future population dis-
tribution in the United States . . .” % Obviously, the new population
trends must be taken into consideration in the development of national
growth policies.

¢ Although there has been a shift in migration patterns, the majority of people will
continue to live in metropolitan areas for the forseeable future, which implies the retention
of political power in metro areas.

* “ Humphrey, Hubert H. National Shifts in U.S. population: Rural Galns over Urban.
Remarks in the Senate. Congressional Record, v. 121, May 22, 1975: S. 9013

50 7.8. Dept. of Agriculture. Economic Research Service. The Revival of P'opulation
Growth in Nonmetropolitan America. [Washington] 1975. pp. 14-15.
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RecroNar EconoMic DEVELOPMENT

Congress has demonstrated its concern for economically distressed
regions through the years by enacting legislation that is directed at
specific regions because of their specific problems. This legislation
has rangeg from very early subsidies of roads and canals to more
recent pieces of legislation such as the Public Works and Economie
Development Act of 1965 (Pub. L. 89-136). '

The Public Workers and Economic Development Act of 1965
(PWEDA) was enacted to aid the economic development of depressed
regions through funds for public works, business development and
planning. Since its initial passage, the Act has been amended and
expanded to iriclude provisions for economic adjustment assistance
to areas that have been adversely affected by the loss of a major eco-
nomic unit in their locality and a job opportunities program designed
to, “stimulate, maintain or expand job creating activities in areas . . .
which are suffering from unusually high levels of unemployment.” **

The Regional Development Act of 1975 (Public Law 94-188) had
two provisions; one extended the Appalachian Development Act of
1965 and the other extended and amended Title V of the Public Works
and Economic Development Act of 1965. Title V created the Regional
Action Planning Commissions in 1965 and the new law has extended
their existence for two more fiscal years, until the end of September
1977. In addition, the new law has expanded the mission of the re-
gional commissions. They are now required to conduct demonstra-
tion projects in the fields of energy, health, nutrition, and education
in addition to conducting joint regional transportation studies with
the Secretary of Transportation. These demonstration projects are
to be used to show the impact of changing energy démand and supply
on the region, the health and nutrition projects are to show the value
of adequate health facilities and services to the economic development
of the region, the education projects are to demonstrate areawide edu-
cational planning, services, and programs to assist in the expansion
and improvement of educational opportunities and services for the
people of the region, and the transportation studies are to investigate
the needs of the various regions in terms of tranportation networks.
The results are to be reviewed with the prospect of future Federal
funding.

The new law extended the Appalachian Regional Commission until
September, 1979 and extended the highway program within the Ap-
palachian Regional Commission through fiscal year 1980. Several
programs were amended by the law including housing, demonstration
health projects, mining area restoration, and vocational and technical
education projects. Most of these changes made it easier for the Com-
mission to grant aid for these various projects. One change made al-
lows the Commission to fund industrial facilities or facilities for the
generation, transmission, or distribution of electric energy or gas in
small scale limited energy demonstration projects. '

EcoxoMmic GrowTH AND DEVELOPMENT

The recent recession has raised doubts among many Americans
about the ability of the economy to recover its former strength and
erowth. Many factors, ircluding energy problems, the scarcity and

& pyblic Law 136, as amended, 89th Congress.
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high cost of some raw materials seems to indicate that the economy can
no longer grow at its former rate and the country is now entering a
period of slow or no growth. The continuing struggle with inflation
has also had a dampening effect on the forecasts for economic growth,
as many consider inflation more destructive to economic growth than
the current high level of unemployment. The existing high unemploy-
ment levels have led some to conclude that the economy will have a
much more difficult time in recovering from this recession than in
previous post-war recessions. These analysts believe that certain funda-
mental changes in the structure of the labor force (more women, more
teenagers, more. “secondary” workers) will cause a permanent in-
crease in unemployment rates.

Other analysts forecast no great change in America’s long term
growth rate once the ecomomy recovers from the current recession,
which they feel will occur in the near future. The problems of shortages
and high prices will be taken care of through the market mechanism,
either through reduced consumption of the higher priced goods, or
by substitution of one material for another. They see no great im-
pediments to continuing economic growth.

Two major concerns were expressed in the President’s economic
report in 1975. The first was the effect of the worsening recession on
the economy and the unemployment rate and the second was on the
continuing inflation and the uncertainty it added to the economy’s
future. In response to these challenges the President proposed tax cuts
for business and industry to stimulate the economy and observed that
price increases were moderate due to the effects of the recession. An-
other issue adressed in the report was how to deal with higher energy
prices and less assured energy supplies. For dealing with the energy
problem the President proposed that the relative price of energy be
raised through price increases and a series of taxes. The program
would include decontrol of domestic oil prices along with a windfall
tax on crude oil, creation of strategic reserves and various measures to
promote efficient energy consumption.

Most of the program proposals presented in the economic report
were first announced in the State of the Union message delivered in
January. Because of this and the delay until February for releasing
the economic report, the Joint Economic Committee held hearings on
the report before its release and issued a report on it after its release.52
Much of the testimony given during the hearing in January indicated
agreement with the change in administration policy from one of re-
straint in 1974 to one of proposed expansion in 1975, but manhy dis-
agreed with the extent and speed of the President’s proposed expan-
slonary economic policies. Several witnesses suggested that the econ-
omy needed not only the proposed tax breaks for individuals and busi-
nesses but also liberalized unemployment benefits for the thousands of
workers out of work and large scale transitional works projects and
jobs to help both workers and the economy. '

The Joint Economic report also recommended that the Federal gov-
ernment must be more active than the President suggested in his eco-

62 J.8. Congress. j’olnt Economie Committee. The 1975 Economic Report of the Presi-
dent. Hearings, 94th Congress, 1st.session. Jan. 23, 28, 29, and 31, 1975. Washington,
U.8. Govt. Print. OF., 1975. -

U.8. Congress. The 1975 Joint Economic Report. Committee Print, 94th Congress, 1st ses-
sion, March 28, 1975 (Leglslative day March 12), Washington, U.8. Govt. Print. Off., 1975.
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nomie report. The report called for not only the tax cuts but public
service jobs, expanded unemployment assistance and a monetary policy
that would aid the severly depressed housing industry.

The goal expressed in both the President’s economic report ard
the Joint Economic Committee’s report is to move the country out of
the economic recession and onto a path of long term stable growth.
The major difference is the amount of Federal intervention needed to
do the job. The Committee called for large scale involvement on the
part of the Federal government, while the President’s proposals were
more passive, allowing the economy to recover under its own power,
with some prodding on the part of the government.

Responses to National Economic Conditions

Congress passed and the President signed Public Law 94-41, a bill
appropriating an additional $375 million for Title X of the Economic
Development, Act. This was in response to the high levels of unemploy-
ment being experienced in many parts of the country, and was a sup-
plement to the $125 million initially appropriated for the program.
The purpose of the program is to provide short-term employment op-
portunities to the unemployed while constructing facilities of lasting
value to the community. The additional funds were not released by the
Office of Management and Budget to the Economic Development Ad-
ministration until very late in 1975. This caused great confusion among
both the applicants and the administrators of the programs, who were
swamped with over ten thousand applications which had to be proces-
sed before the authorization expired at the end of the year.

An earlier attempt had been made to pass this appropriation in a
more comprehensive House bill, H.R. 4481, the Emergency Employ-
ment Appropriations Act of 1975. This bill was a measure designed to
provide employment opportunities for two million workers through
direct public service jobs and accelerated Federal construction activity
(a modified version of the latter provision was passed as Public Law
94-41). The bill authorized total funding of $5.3 billion, of which $2.3
billion would have been used for direct job creation, including public
services jobs, summer jobs for youth, and public works employment.
The bill was vetoed by the President on May 28, 1975,

_Several other bills were introduced that would either extend or pro-
vide new or additional assistance to the unemployed. Some of these
programs would have created jobs for the unemployed, while others
would have extended the period for which unemployed workers were
eligible for unemployment payments. There were two motives for these
legislative proposals: one was the humanitarian need to assist unem- -
ployed workers, and the second was the belief that the proposed pro-
rams would assist the Nation’s economic recovery and growth.

A number of bills (H.R. 2584 and S. 609 among others) would ex-
tend for another fiscal year, or expand, certain titles (Titles I, II and/
or VI, depending on the bill) of the Comprehensive Employment and
Training Act of 1973. These provisions deal with programs desi ed
to alleviate unemployment by providing financial assistance to State
and local governments for the purpose of providing unemployed and
underemployed persons with transitional employment in jobs provid-
ing needed public services in areas of substantial unemployment.
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" Another approach to the unemployment problems was the Emer--
gency Compensation and Special Unemployment Assistance Extension
Act of 1975 (Public Law 94-95). This law extended and expanded the.
benefits available to the unemployed, gearing the number of weeks of

sbenefits after January 1, 1976 to the unemployment rate in a State.

The Local Public Works Capital Development and Investment Act
~of 1975 (H.R. 5247) sought to alleviate unemployment problems by

“providing local communities with grants for accelerated public works
“projects. Both the Senate and the House amended the bill so that it in-
~cluded the public works programs as well as countercylical aid for
‘State and local governments (discussed below). By the end of the year,
the conference report had been approved by the Senate but action had
not been taken by the House. President Ford had indicated his inten-
tion to veto the legislation if it were enacted, on the grounds that it
_was too expensive.

The bill authorized $6.1 billion for its various programs, including
'$2.5 billion through fiscal year 1977 for 100 percent public works con-
struction grants, to be administered by the Economic Development
Administration. Seventy percent of the funds would be reserved for
areas whose unemployed rate exceeded the national rate ; the remaining
thirty percent would be made available to those areas whose unemploy-
ment rate was above 6.5 percent, but less than the national rate. Eligi-
ble activities include the construction, reconstruction, renovation or
repair of any public facility. Priority would be given to public works
projects of local governments, and projects would have to be underway
within 90 days of approval.

The Equal Opportunity and Full Employment Act of 1975 (S. 50
and H.R. 50, popularly known as the Humphrey-Hawkins bill) re-
ceived much public attention in 1975. The proposed legislation would
require the Federal government to become the employer of last resort
anqd would guarantee a job to all Americans who wanted to work. It
would require the Federal government to reduce the unemployment
rate to 8 percent within eighteen months of the bill’s adoption. The
:authors of the bill believed that it would provide a stimulus for a na-
“tional debate on national economic policy, and it did have this effect.
.Hearings were held on the bill by the Joint Economic Committee, but
no further action had been taken by the end of the session.?3

"The debate over whether the economy can best be stimulated by pro-
grams providing public sector jobs as opposed to private sector jobs
continued throughout 1975. One method of providing jobs in the pri-
vate sector, at least potentially, is through a tax cut. By letting individ-
uals retain more of their income, private spending will be encouraged.
This should increase demands for goods and services, which should
induce industries to increase their work forces to produce more items to
satisfy the increased demand. This is a fairly lengthy process and there
is no assurance there will be a short term increase in the number of jobs
available. .

Even if the public sector job approach is chosen there is disagree-
ment as to the technique to be used, since the speed and cost of provid-
ing such jobs varies. In 1975, debate centered around three methods of

"% .S, Congress. ilolut Economic Committee. A.Congressional Conference on “A Full- -
Employment Policy ; An Examination of Its Implication.” Hearings, 94th Congress, 1st
session. December 10, 1975. Washington, U.S. Govt. Print. Off,, 19786, C
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providing public sector jobs: low skilled public service, public works
projects, or antirecession grants to State and local governments. A
Congressional Budget Office report * concluded that low skilled public
service jobs offer one of the quickest and least expensive ways to cmploy
large numbers of relatively unskilled workers. Public works jobs would
tend to be a more expensive and slower method of employing workers,
while antirecession grants would fall somewhere in between. All these
methods will vary in effectiveness depending on the situation and the
design of individual programs. .

For the relatively short term effects of recessions, one of the public
jobs programs is more effective in assuring some additional employ-
ment than is the stimulation of private sector jobs. But even the public
sector job programs cannot create as many jobs as may be necessary.
The CBO report estimates that public service employment can create
90-150 thousand jobs within 24 hours for $1 billion. In 1975 the
average number of unemployed was 7.8 million people. It would
require public service employment program expenditures of $6.67
billion to reduce the number of unemployed by just one million in
24 months (using the higher end CBO estimate). This would still
leave almost 7 million workers unemployed. The only real solution
to the unemployment problems of a recession is the restoration of
health to the economy. Public sector employment programs are a
temporary and inadequate, although necessary and possibly the best
avallable short-term solution.

Impact of National Economic Conditions on State and Local
Governments

The impacts of national economic policies and conditions on State
and local finances became increasingly clear in 1975. The economic
interdependence of the various levels of government seemed to call
for a coordinated approach to economic problems, so that economic
policies are supportive of one another rather than working at cross
purposes. One observer summed up the effects of national inflation
and recession on State finances: 5

The sharp economic decline of the last eight months caused revenue collection
in many States to fall behind estimates. States cannot use debt and monetary
policy to stimulate or restrain the economy as can the Federal government.
States must manage as prudent individuals, which means that current expendi-
tures must be kept within current revenues. Most Governors and legislators have-
recognized the taxpayers’ economic suffering—taxes have increased in only a
few States. So the squeeze is on: recession-induced shortfalls in revenue with
inflation-induced price, salary, pension, and income maintenance payvment
increase. On top of this was the huge jump in fuel and utility prices.

The recession’s impact on State and local governments has been
severe, as this passage indicates. The expenditures of these govern-:
ments have increased at the same time they find it more difficult to:
raise more revenues. This leads to actions which are counter to the ex--
pansionary economic policies of the Federal government: that is,
State and local governments raise taxes or reduce services, both of’

5 U.8. Congress. Congressional Budget Office. Temporary Measures to Stimulate Em--
plovment: An Evaluation of Some Alternatives. September 2, 1975. Washington, U.S..
Govt. Print. Off.,, 1975. :

% Bell, George A. The Economy and State Finances. State GQovernment, v. XLVIII,.
Autumn 1975 ; 202,
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which tend to be deflationary at the same time that the Federal gov-
ernment is reducing taxes and increasing spending in order to stim-
ulate the economy. The policy contradictions are clear:
State retrenchment programs are just what the national economy does not need
during recession for they delay capital construction and lay off personnel at a
time when the federal effort is attempting to spur construction and employ the
uanemployed. Furthermore those States that are increasing taxes are doing so
at the very time the federal govermment is reducing taxes and providing rebates.
Btates and local governments generate over 10 percent of the gross national
product and any effective procedure to assure that they do not act perversely to
Federal fiscal policy should be beneficial to national stabilization efforts.5¢
_ In response to this problem, legislation was introduced in 1975 that
is intended to provide assistance to State and local governments during
times of extreme need, using the unemployment rate as an indicator of
need. The Intergovernmental Countercylical Assistance Act of 1975
(S. 1359) was designed to provide “targeted emergency financial as-
sistance to hard pressed State and local governments caught in a fiscal
squeeze brought on by the combination of recession and continued infla-
tion,” so as to “help State and local governments maintain their exist-
ing level of services and employment without raising taxes, thereby
preventing them from undertaking policies that will undercut Federal
efforts to stimulate the economy.” >

This bill, reported out of the Senate Government Operations Com-
mittee as the Intergovernmental Antirecession Act of 1975, was at-
tached as an amendment to S. 1587, the Public Works Employment
Act of 1975 and passed the Senate in July 1975. A compromise with
the House version was reached in December and passed by the Senate
but no action was taken by the House before the end of the session. The
compromise version of the House bill, H.R. 5247, also contained the
countercylical provisions of the Senate bill, S. 1587.

On an annual basis the legislation authorized $500 million plus an
additional $250 million for each percentage poirt the national season-
ally adjusted unemployment rate rises over 6 percent. The funds would
be distributed to State and local governments by a formula based on
the unemployment rates of the State and local jurisdictions. Those
jurisdictions whose unemployment statistics are kept by the Depart-
ment of Labor are automatically eligible for a countercyclical entitle-
ment. The formula for determining the entitlement amount is revenue
sharing plus excess unemployment over 4.5 percent. Those jurisdic-
tions whose unemployment statistics are not kept by the Department of
Labor, but whose unemployment exceeds 4.5 percent are eligible for
countercyclical grants from a balance of state allocation similar to the
procedure used in the Comprehensive Employment and Training Act
programs. States get one-third of the funds, and localities get the re-
maining two-thirds. The funds may only be used for operating expen-
ses for State and local governments. The use of funds for supplies or
materials or for construction is prohibited unless it is necessary for the
maintenance of basic services.

Title IX of the Public Works and Economic Developmert Act
Amsendinents of 1974 (Public Law 93-423) was an attempt to help
State and local governments adjust to the impacts of national economic

5 Tbid.. p. 205.

67 Muskie, Bdmund, The Iﬁtergovernmental Countercyclical Assistance Act—S. 1359.
Remarks in the Senate. Congressional Record, v. 121, April 29, 1975 : 8. 7046.
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conditiorrs by providing assistance to areas either éxperiencing or‘about
te experience significant structural economic dislocations. The main
thrust of the new program was to give State and local areas the tech-
nical and financial tools they need in order to (1) identify a potential
dislocation problem -before their communities become impacted and
(2) deal appropriately with the adjustment problem according to their
own priorities, using their own manpower to the maximum extent
practicable. The legislation put particular emphasis on dislocations re-
sulting from a change in public policy, such as the decision to close or
relocate important Federal installations, such as military bases, or the
enforcement of environmental legislation which requires the cessation
or curtailment of certain business activities. The legislation was an at-
tempt, among other things, to develop the technical and planning ca-
pacities of States and local areas in order that they might act more
independently, according to their own as well as national economic de-
velopment priorities. . .
The operations of this program iwere reviewed in committee hear-
ings early in 1975.%® Only $38 million had been appropriated for this
Special ¥iconomic Development and Adjustment Assistance program
for fiscal year 1975, and it was argued by one witness that this amount
of money was much too small to have a significant impact on the
economy of more than a handful of communities. Other witnesses
suggested that with only one year of operational experience it was
not possible to evaluate the program accurately, but they held out
hope that with higher funding levels the program could have a posi-
tive impact on the economies of communities facing economic disloca-
tion. Although there was some support for using Title IX as an anti-
recessionary tool, the Assistant Secretary of Commerce stated that
“We do not believe that Title IX is an appropriate countercylical
‘response mechanism. Title IX is designed, rather, to address the prob-
lems that will remain after major improvements in the economy at
large occur.” *°

Pexvrneg Issoes 1n Rurarn DEVELOPMENT AND EcoNomIc GROWTH

During 1976, the Congress will continue to face many of the same
issues that surfaced in 1975, but were not finally resolved. A major
issue will be determining the best method of restoring the country’s
economic health so that economic growth can resume. The methods
considered will include public works projects to stimulate employment
and countercylical assistance to State and local governments, as well
as monetary growth and tax reductions.

The level of funding for Rural Development Act programs, the
use of loans vs. grants to implement the programs, and the ability
of the Farmer Home Administration to manage rural development
programs will also likely be major issues in 1976. In addition, there
is likely to be increased interest in devising methods to help growing
rural communities plan their development in a way that will avoid
repeating the mistakes of older urban areas.

The authority for the Economic Development Administration
expires in June 1976. This will allow for a review of the concepts of

% U.S. Congress. Senate. Committee on Public Works. Subcommittee on Economic De-
velopment. Economic Development Administration: New Program Oversight. Hearings,

0;
94th Congress. 1st session. March 13, 1975. Washington, U.S. éovt. Print. Of., 1975.
% Ibid., pp. 8-9.
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economic development that are implicit in the Public Works and
Economic Development Act of 1965 which may result in major
changes in the basic legislation. An issue that may be raised is the
distribution of funds between large cities and rural areas. Some con-
cern is being shown that large cities that are in need of development
aid are not getting their share of the funds.

The large scale migration that is taking place across the country
will raise a host of questions for the Congress. Census Bureau reports
show a shift in population away from the older industrial areas of the
Northeast and Midwest to the South and West. In addition, there has
been a significant movement of population from metropolitan areas
to nonmetropolitan areas since 1970. These population movements
portend significant social, economic and political changes for the
Tuture of the Nation. It is likely that there will be some investigation
into the impact of past Federal policies on these population move-
ments, and recommendations for new policies to provide assistance
for those areas that are losing or rapidly gaining population.



Cuaprer III. RENEWING OLDER COMMUNITIES AND
CREATING NEW COMMUNITIES

IxTRODUCTION

‘In Title VII of the Housing and Urban Development Act of 1970,
Congress declared that the national urban growth policy should “foster
the continued economic strength of all parts of the United States, in-
cluding central cities, suburbs, smaller communities, local neighbor-
hoods and rural areas;” that it should “treat comprehensively the

roblems of poverty and employment (including the erosion of tax

ases, and the need for better community services and job opportuni-
ties) . . .;” and that it should “refine the role of the Federal Govern-
ment in revitalizing existing communities and encouraging planned,
large-scale urban and new-community development.” *

This chapter describes Federal, State and local government ac-
tions in 1975 related to the physical, economic and social development
and renewal of the nation’s communities, both old and new.

During 1975 the urban issues that drew the greatest attention from
government at all levels were the issues of urban conservation and the
fiscal condition of the nation’s cities, especially the older cities with
their relatively high proportion of disadvantaged residents. The ques-
tion of Federal assistance to New York City was the focus of the latter
of these two issues. Federally-assisted new communities continued to
face critical financial difficulties because of a variety of problems, and
the Federal Government suspended making new loan guarantees to new
community developers in order to give more attention to salvaging
those already participating in the program.

Although there was relatively little urban legislation enacted during
1975, the most significant pieces of legislation affecting urban con-
servation and the fiscal problems of our cities were Public Law 94-13,
the “National Insurance Development Act of 1975,” which continued
the Federal riot reinsurance and crime insurance problems until April
30, 1977; Public Law 94-116, the HUD-Independent Appropriations
Act for fiscal year 1976, which appropriated $2.7 billion for com-
munity development block grants; Public Law 94-143, the “New York
City Seasonal Financing Act of 1975,” which provided financial as-
sistance to New York City to help prevent default; Public Law 94—
157, the supplemental appropriations act that appropriated funds for
the New York City assistance program ; and Public Law 94-200, which
contained anti-redlining provisions.

Ursaxn . CONSERVATION

Urban_conservation, which emerged as an important issue during.
1974, maintained its significance throughout 1975. The erosion of urban
tax bases and the continuing scarcity of resources in the Nation’s cities

1 Public Law 91-609 ; 84 Stat. 1761.

(71)
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reinforced the need to take full advantage of the capital investments
already made in our urban areas and to avoid waste of financial, physi-
cal and human resources.

Implementing the Title I Community Development Block Grant
Program

Title I of the Housing and Community Development Act of 1974
created the Community Development Block Grant Program to replace
the older categorical programs that assisted local community develop-
ment efforts.2 The year 1975 was the first year of experience under the
new program.

A variety of organizations mounted efforts to monitor and evaluate
the program during its initial period: The U.S. Department of Hous-
ing ‘and Urban Development undertook two efforts, one an in-house
evaluation of the program which led to the department’s first annual
report on the program 3 and another being conducted on a contract
basis by the Brookings Institution. The Center for Community
Change, a Washington-based organization with interests in public
policy prepared a survey instrument that was intended to receive wide
distribution among grantees. The National Association for the Ad-
vancement of Colored People established a “Special Survey, Monitor-
ing, and Affirmative Action Program” to mobilize its local branches
in metropolitan areas to track local experience under the program.’

The National Committee Against Discrimination in Housing under-
took an informal monitoring program as part of an effort to provide
assistance to groups that were seeking to overcome alleged violations of
the open housing provisions of Title I and other pertinent statutes.
The Potomac Institute, under a contract with Lane and Edson, a
Washington law firm, set up a program of monitoring local commu-
nity development activities in six cities, with special attention to the
development of local housing assistance plans, which are required
under the provisions of Title I. The National Association of Housing
and Redevelopment Officials also established a monitoring and evalu-
ation program, with attention to the administrative processes leading
up to the first year’s applications. The Southern Growth Policies Board
undertook a monitoring and evaluation program to examine selected
case study cities in the South. The National League of Cities—U.S.
Conference of Mayors also undertook a Community Development
Capabilities Study to analyze the issues and experience at the local
level with the block grant program authorized by Title'I. The NLC
and the USCM performed the study with financial support from the
U.S. Department of Housing and Urban Development. Finally, at the
request of the Senate Committee on Banking, Housing and Urban
A%airs, Subcommittee on Housing and Urban Affairs, the General
Accounting Office began an evaluation of the local experience under the
new program in selected areas of the country. All of these monitoring

2 The structure of the Title I program is described in U.S. Library of Congress. Toward
a National Growth Poliecy : Federal and State Developments in '1974. Washington, U.S.

Govt. Print. Of., 1975, pp. 58-76. (94th Cong., Ist Sess. Joint Economic Committee.
Committee Print).

3 70.S. Dept. of Housing and Urban Development. Community Planning and Development.
Office 6f Bvaluation. Community Development Block Grant Program. First Annual Report.
Pecember 1975. Washington, D.C., U.S. Govt, Print. Off., ;976. 148 pp. - .-



efforts began in 1975, and some research findings were published during
the year. :
- Iny July 1975, the National League of Cities and the U.S. Con-
ference of Mayors published the results of their efforts in & report
entitled “Community Development Block Grants: The First Year.”*
The report was addressed to local legal issues and the impediments to
community development and to problems and progress in developing
the required housing assistance plan, and it reported on some early and
partial information in the way program priorities were developing at
the local level. The NLC/USCM Community Development Capabili-
ties Study found that with regard to local legal issues:

In the field of land-use control, fewer than 90 percent of the cities reported
having timing and sequential control powers and flood plain control powers. How-
ever, flood plain controls are generally being implemented by county and_st?.te
governments where cities are not performing the functions. Further, timing
and sequential control powers are relatively new local land-use tools and are
still being tested in the courts in many parts of the country.

More than 10 percent of the surveyed hold-harmless cities indicated they do
not have full powers for the construction, operation, and maintenance of water,
sewer and solid waste facilities. However, in most of these cases, cities have
arrangements with other general purpose local governments, special districts,
and public authorities for the provisions of such services.

With regard to several renewal powers—writing down land costs, clearing
privately owned land, leasing land to private developers, and selling or donating
property to individuals—more than 15 percent of the survey cities indicated a
lack of direct authority. In those areas with operating urban renewal authori-
ties, however, the authority generally has most of the necessary powers under
existing state law. .

‘With regard to the provision of conventional or leased housing programs,
construction of publicly assisted housing, provision of cash rental subsidies; and
provision of rehabilitated loans and grants, over 20 percent of the entitlement
respondents and over 30 percent of the hold harmless respondents indicated a
lack of direct legal authority. At present these functions would have to be per-
formed by a housing authority operating in the city.

In the field of relocation assistance and provision of replacement housing,
over 10 percent of survey respondents indicated a lack of legal authority to pay
the requisite costs. Again, under current arrangements, such assistance would
h.’:tve5 to be provided by housing or urban renewal authorities operating in the
city. :

The study also found debt limits are serious constraints on general
purpose government in undertaking direct development and rede-
velopment activities ¢ that 30 percent of the formula entitlement cities
surveyed did not have authority to assign funds to other public juris-
dictions—often an important power in carryirrg out community de-
velopment activities—and that 48 percent of such cities did not have
power to transfer funds to private agencies for community develop-
ment activities. Among surveyed hold-harmless cities, over 50 percent
were unable to assign funds to other public or private agencies. This
finding is not as much of an impediment as it may appear at first
glance, however, because all but ten percent of the surveyed jurisdic-
tions may enter into contracts with public and private agencies for
the provision of specific services that may be needed in the local com-
munity development program.” -
pp‘ gginsrémnity Development Block Grants: The First Year. Nation’s Citles, July 1975.

§ Tbid., p. 25.

¢ Tbid., p. 25.
7 Ibid., pp. 23, 26.
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The Housing Division of the National Urban League issued a re-
port on its analysis of the first year’s experience on 41 local jurisdic:
tions under the 1974 Housing and Community Development Act. The
following statement about the Title I block grant program.are illus-
trative of the National Urban League’s findings: :

Expenditures under the Act have largely been diverted from the intended
lower-income beneficiaries. In our sample of communities, only about half of the
Community Development Block Grants provided by Title I of the Act are being
used for purposes connected with benefits to lower-income persons. More than
one-third of sample Block Grant expenditures have been identified by the Na-
tional Urban League as planned for uses counter to the welfare of lower income
persons. Such uses include redevelopment of land occupied by lower income
persons for reuse by higher income residents and clearing land occupied by lower
income persons to accommodate expansion of central business districts without
compensaating benefit to the lower income residents, particularly if they are
tenants.

The citizen participation activities of the first year application process for the-
Block Grant Program show signs of potential for effective citizen participation
in community development decisions and programs. However, the policy of the-
department of Housing and Urban Development for non-imposition of a structure:
for citizen participation is an unqualified failure. Too often local circumstances.
are such as to block development of an effective citizen participation structure.*

Block grants for community development have generally been more effectively
used in large, center city jurisdictions than they have in smaller cities or in
counties.?

The coordination between community development and housing assistance ac-.
tivities, strongly desired by Congress in preparing the Act, has not occurred.®

Housing Assistance Plans are totally inadequate to needs for better housing..

Racial minority participation in the development of Block Grant applications:
has been inadequate.’®

The report emphasized two issues that were of special concern to the.
National Urban League. The report said:

We find (1) that HUD's collection of data on the program is inappropriate to
a measurement of the program’s fulfillment of the purposes of the Housing and
Urban Development Act of 1974, and we find (2) that HUD and Congressional
policy makers have ignored the feature of the Act that calls for coordinated and
strategic use of Community Development Block Grants and Housing Assistance
Program allocations.®

As a result of these and other findings, the National Urban League’s
report recommended that the HUD Department take administrative
action to enforce more rigorously the provisions of the Act,** and it
also recommended several statutory changes. Recommended legislative
actions with regard to Title I include (1) the enactment of uniform
citizen participation legislation governing the structure of citizen par-
ticipation in all Federal assistance programs related to community de-
velopment, and (2) the inclusion of all housing functions in one legis-
lative title in order to simplify review of housing and community de-
velopment coordination.’® The report also includes recommendations
for congressional action on housing.

In November the Potomac Institute, an independent, non-profit or-
ganization with an interest in public policy affecting lower income
groups and racial minorities, issued a report on a small-scale explora-

8 National Urban League. Housing Division. The New Housing Program—Who Benefits.'
New York, National Urban League. Inc., 1975. p. 1.

*Thid., p. 1.

10 Ibid’, p. 2.

1 Thid., p. 3.
2 1bid., p. 3.

bid,, p. 8.
14 Tbid., pp. 4, 5.
15 Ibid., p. 6.
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tory monitoring effort in the Atlanta, Boston, Chicago, Cleveland, De-
troit and San Francisco areas aimed at gathering information on the
extent to which HUD was implementing the lower-income housing ob-
jectives of the Housing and Community Development Act of 1974.1
The report, which is based upon early stages of implementation of the
Title I program, presents four conclusions:

HUD appears to have adopted a policy of approving local Housing Assistance
Plans (HAPS) submitted during the first year of the community development
program routinely and almost without exception, despite negative comments
‘on the plans from regional or statewide agencies and negative reviews from
within HUD itself. .

The momentum for regional “fair share” [lower-income housing] allocations
plans appears to be dissipating under the 1974 act.

HUD is emphasizing meeting the needs of lower income people through exist-
ing rather than new housing, but its regulations would frustrate the mobility of
assisted families to move into existing housing from one community to another in
the metropolitan area.

The HUD record in stimulating subsidized housing production under the
Section 8 program, and indeed since 1973 under the predecessor revised Section
23 leased housing program, calls into question the entire statutory structure of
tying eligibility for 100 percent federal community development funds to housing
assistance plans that may never be carried out.”

The Potomac Institute’s report asserts that the primary objectives of
the 1974 Act, are being frustrated by the way the HUD Department is
administering it.!s ‘

In December 1975 the HUD Department issued its first annual re-
port on the implementation of the Community Development Block
Grant Program,* as required by Section 113 of the Housing and Com-
munity Development Act of 1974. The report was based upon informa-
tion from several sources, including a survey of 880 formula-entitle-
ment and hold-harmless grantees. The report says that cities with lim-
ited or no previous involvement with HUD-administered community
development programs were more likely to notice an increase in red
tape, while those with experience under the earlier categorical pro-
grams noted a decrease. Likewise, the report says that 74 percent of the
localities with experience under the categorical programs noticed a de-
crease in Federal intervention in the local community development
program. A major finding of the report is that there has been a shift
away from large-scale projects, such as those which characterized the
Urban Renewal Program, toward relatively small-scale efforts focus-
ing on housing rehabilitation and neighborhood improvement in areas
showing early signs of deterioration. In discussing local actions to
achieve the purposes of Title I as compared to the earlier categorical
programs, the report says: .

The two legislative objectives given greatest- emphasis by CDBG recipients
are the prevention of slums and blight, and the conservation and expansion of the
housing stock. . .

The methods used to achieve these two objectives differ from methods used in
the categorical programs. Communities are :

38 Franklin, Herbert M. and Arthur J. Levin, The Housing Assistance Plan: A Non-
Working Program for Community Improvements? Washington, Potomac Institute, Metro-
politan Housing Program. November 1975. 38 pp.

;;]Ill;iig-, pp. (1)—(iil).

!* U.S. Dept of Housing and Urban Development. Community Planning and Develop-
ment. Office of Evaluation. Op. Cit. [This report supersedes U.S. Dept. of Housing and
Urban Development. Community Planning and DeveloPment. Office of Evaluation. Com-
munity Development Block Grant Program. A Provisional Report. Washington, D.C.,
U.S. Dept. of Housing and Urban Development, May 1975, 134 pp.].
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Using less frequently the techniques of conventional Urban. Renewal,
which required eminent domain to acquire and clear land, relocating former
oceupants; .

Starting few mnew large-scale, long-term redevelopment programs that
would require major commitments; B . .

Emphasizing improvements to the existing nel.ghborhoods infrastructures;

Concentrating efforts in areas showing early signs of dec_ay ;

Emphasizing substantially the use of rehabilitated housing; and

Concentrating efforts in residential areas. . .

To eliminate detrimental conditions, CDBG recipients are:

Increasing funds for code enforcement ; and

Increasing funds for selective demolition above the levels budgeted under
the comparable categorical programs in fiscal years 1968—1})72.

To conserve and expand the housing stock, localities are using CDBG funds
for:

Housing rehabilitation loans and grants; and

Streets, water and sewer lines, community facilities, parks, and recrea-
tion centers. . .

To improve and expand the quantity and quality of community services 1n
areas in which concentrated physical development is being carried out, an
average of 13 percent of CDBG funds will be used for community services. (’_l‘he
figure drops to 4 percent if the computation is based solely on the public services
budget line item.)

Model Cities with a service orientation are most likely to continue service
programs in their Model Neighborhoods, while expanding services to other
areas of their communities. Sixty-eight percent of the Model Cities are continu-
ing service programs, while 32 percent are not. .

Tor more rational land and resource utilization and better arrangement of
activity centers, localities will fund :

Open space, reeciving the same attention as in the categorical programs;

Neighborhood facilities, which are receiving a 30 percent increase in
funding ; and

Single-purpose community facilities, such as centers for the elderly, day
care, and health center.

No funds have been identified that support specifically the objective of reduc-
ing the isolation of income groups. Fourteen percent of CDBG recipients have
indicated that this objective is an area of emphasis in their first-year programs;
others have established it as a long-term objective.

The national objective of historic preservation is assigned the lowest priority.
One percent of CDBG funds are targeted to such activities. Sixty-nine percent
of the cities identified historic preservation as an area of low emphasis, while
7 percent say it is an area of high priority.

CDBG programs must benefit low- and moderate-income persons or aid in
the prevention or elimination of slums or blight, or where there are other needs
having a particular urgency. Seventy-one percent of the CDBG funds- are
targeted to areas where low- and moderate-income persons predominate. Areas
with above median income or with urgent needs will receive 17 percent of
CDBG funds. In some of these areas, funds are directed to pockets of low- and
moderate-income people within a higher income area.”

The Teport also summarizes the priority community development
needs identified by surveyed entitlement city and urban county par-
ticipants in the program:

Entitlement cities list their highest priority needs as:

: 96 percent, improvement or expansion of housing stock;
19 percent, community services and facilities;
15 percent, water and sewer activities;
10 percent, elimination of slums and blight;
10 percent, economic development/employment opportunity ;
5 percent, street construction and repair supporting other
CDBG activities; and

2 Ibid., pp. 6, 7.
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4 percent, revitalization of central business districts.
Urban counties list their highest priority community development
needs as follows:
29 percent, construction and improvement of water and sewer
and other public facilities; .
28 percent, improvement or expansion of housing stock;
9 percent, provision of parks, recreation, and open space; and
8 percent, elimination of slums and blight. )
Cities reported that 9 percent of these priority needs will be satisfied
completely (over the period of the Act) by CDBG funded activities;
68 percent will be partially satisfied. The 23 percent that will be satis-
fied in part or in whole are needs that require activties ineligible for
funding under this Act. Overall, 76 percent of the entitlement cities
and 50 percent of the urban counties reported that CDBG has
Increased their ability to respond to their community development
needs and priorities.”
HUD’s report, goes on to summarize fund allocations and approvals
under the Title I program. The table below presents these allocations
and approvals by grant category.

CDBG FUND ALLOCATIONS AND APPROVAL, BY GRANT CATEGORY 22
[Dollar amountsi n thousands)

Allocations Approvals*
Percent Percent
of total of tota}
Category Number Amount  allocati Numb Amount pproval
Formula (metro cities/urban counties). . 594 $1,776, 365 69.7 581 §1,771,769 70.7
Small hold harmless:
SMSA_ et 301 172, 565 6.8 293 170, 963 6.8
Nonmetropolitan.. ... _._____ 450 269, 799 10.6 447 269,770 10.8
Discretionary balances:
) 54,642 2.1 357 29, 667 1.2
Nonmetropolita 51) 199, 634 7.8 1,174 199, 000 7.9
Other discretionary. 1) 76, 935 3.0 93 64,694 2.6
Total. oo e eeeeee 2, 550, 000 100 - 2, 505, 863 100
22 |bid. J) 6a.
* Based on data available Dec. 5, 1975,
1 Some applications are still under review
1 The potential number of discretionary applicants was not estimated.
Source: Department of Housing and Urban Development, Office of G ity Planning and Development,

The HUD—Independent Agencies Appropriations Act for fiscal
year 1976 was passed by Congress and approved by the President in
October 1975. The Act provided $2.7 billion for title I block grants,
of which $52 million was tagged for use by communities eligible to
apply for the metropolitan balances that result after the entitlement
formula allocates funds to metropolitan cities and urban counties.
Earlier, many such communities found themselves without access to
funds because the large and unexpected number of urban counties

2 1bid., p. 7.

% Public Law 94-116. See also U.S. Congress. Conference Committee. Making Appro-
priations for the Department of Housing and Urban Development and for Sundry Inde-
pendent Executive Agencies for the Fiscal Year Ending June 30, 1976, and the period
ending Sept. 30, 1976: Conference Report To Accompany H.R. 8070. Washington, D.C.
U.8. Govt. Print. Off., 1975,
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eligible for formula entitlements led to a cancelling out of the metro-
politan balances until a supplementary appropriations made addi-
tional funds available. ‘

HUD’s Management-by-Objectives Plan for Fiscal Year 1976

' On November 25, 1975, the Office of the Deputy Undersecretary for
Management at the HUD Department announced the agency’s plan
for management-by-objectives for fiscal year 1976. Among its six
broad goals, two are relevant to the renewal of older communities and
the creation of new communities. .

The HUD Department’s first goal was to “promote viable com-
munities,” which it defined as “substantially [improving] our Nation’s
communities by providing federal assistance, which, subject to federal
control over matters clearly within broad national interest, enables
duly elected State and local officials to make decisions that are con-
sistent with the specific needs and priorities of the communities them-
selves.” 2 Four objectives were set under this general goal: (1) using
Federal grants and technical assistance to improve community plan-
ning and management capacities at the State and local levels, (2)
cooperative development of improved mechanisms for coordinating
the planning assistance programs of various agencies, (3) delivery of
Federal grants and related assistance that promote decent housing,
and expended economic opportunities and that contribute to the
provision of a suitable living environment for all; (4) “foster during
the Bicentennial a renewed commitment by all major actors in the
field of community growth and development to make special progress
toward better communities.?> Several specific activities were set under
these objectives. These included :

Evaluate the future role of the existing 701 program.

Study 701 as a major vehicle for land use planming.

Revise Community Development Block Grant regulations, procedures and
forms. ’

Assure greatest possible economic impact from Community Development Block
‘Grant program by integrating public/private sector activities. ’

Prepare first annual report to Congress on Community Development Block!
‘Grants—due January 1, 1976.

Inform Government officials and public on Community Development Block
‘Grant effectiveness. :

Develop procedures for urban renewal closeouts.

Process 1159 Community Development Block Grant entitlement applications
‘within an average of 55 days.

Process 2503 Community Development Block Grant discretionary balances
-applications within an average of 55 days.

Close-out 1834 categorical grants and loans.

Develop a comprehensive program fo revaluating the Community Develop-
‘ment Block Grant program. -

Evaluate alternative approaches to New Communities.?¢

Take action to support or phase out existing New Communities.

The MBO plan also establish a goal of coping with natural disasters,
that is to substantially enhance our nation’s ability to prepare for
and recover from the impact of natural disasters. Two objectives were
set,—first, to “develop effective emergency preparedness measures for
- % [.S. Dept. of Housing and Urban Development. Deputy Undersecretary for Manage-
ment. Nov. 24. 1975. Reported in HUI’s Management-by-Objectives Plan for Fiscal 1976.
Housing and Development Reporter. Vol. 3, No. 14. December 1, 1975. p. 870.

25 Tbid. p. 670.
28 Tbid. p. 670.
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coping with natural disasters” one step toward which was to be the
completing of 861 Flood Insurance Rate studies, and second, to “pro-
vide immediate assistance to alleviate the damage, loss, hardship and
suffering caused by disasters.”

Federal Home Loan Bank Board and Urban Reinvestment

During 1975 the Federal Home Loan Board continued to support
the Urban Reinvestment Task Force, which was established during
the previous year to promote development projects aimed at prevent-
ing deterioration in older urban neighborhoods. The membership of
the task force was expanded so that it now includes the Secretary of
Housing and Urban Development, the Chairman of the Federal Home
Loan Bank Board, a member of the Board of Governors of the Fed-
eral Reserve System, the chairman of the Federal Deposit Insurance
Corporation, and the Comptroller of the Currency. The HUD Depart-
ment has provided $2.5 million to the Task Force to enable it to carry
out its activities in the last half of calendar 1975 and the first half of
calendar 1976. _

The principal function of the Urban Reinvestment Task Force is to
support the expansion of Neighborhood Housing Services programs
in cities across the country. These programs are operated by groups
of neighborhood residents who work with financial institutions and
city officials to upgrade neighborhood housing. The Task Force as-
sisted a total of 18 neighborhood housing services groups as of the end
of 1975, and organizational efforts were begun in an additional 11
cities. The Task Force also funded nine neighborhood preservation
projects as an exploratory effort to find new strategies to prevent
urban decay, and it “has made a commitment to a private, non-profit
corporation which has been established to create a national loan
pool to purchase loans from local [neighborhood housing services]
programs.” 28

The Federal Home Loan Bank Board also issued regulations on
December 10, 1975, authorizing member banks to create an Office of
Neighborhood Reinvestment. The duties of the offices were to include
“the support of the Urban Reinvestment Task Force, assisting the
Banks, the Board and financial institutions in urban preservation
programs, and conducting evaluation of, and disseminating informa-
tion regarding urban preservation programs.” ?® In commenting on the
reason for the new regulation, the Board said :

Initially, the Task Force effort was viewed as one that would be of perhaps
a year or two years in duration. The success and growth of the program has made
clear the necessity of placing this program on a more formal organizational
basis. This is to be accomplished by having the new Office of Neighborhood
Reinvestment, which is to be an office of the Banks, subsume the entire operation

of the Task Force and its staff. The Task Force will, however, remain to provide
overall policy guidance ni these operations.®

Anti-Redlining Legislation

On December 31, 1975, the President approved Public Law 94-200,
Title ITI of which is aimed at preventing the denial of access to credit

27 Thid. p. 671.

28 Correspondence from the U.S. Federal Home Loan Bank Board. January 21, 1976.
2 40 Federal Register 57443. December 10, 1975.

® Ibhid. p. 57443, ’
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at any rate of interest and on any terms to residents of entire neigh-
borhoods, no matter what the individuals’ credit worthiness might be.
This practice, known as redlining or mortgage disinvestment, consti-
tutes a withdrawal of private capital from certain urban neighbor-
hoods and is associated with accelerated decline and deterioration of
the affected neighborhoods.

Title IIT of Public Law 94-200, known as the “Home Mortgage
Disclosure Act of 1975,” says in its statement of findings and purpose
that “depository institutions have sometimes contribute% to the decline
of certain geographic areas by their failure . . . to provide adequate
home financing to qualified applicants on reasonable terms and con-
ditions.” ** The purpose of the title is “to provide sufficient informa-
tion to enable citizens to determine whether depository institutions
are fulfllling their obligations to assist public officials in their deter-
mination of the distribution of public sector investments.” > The title
also says, however, that it is not its intent to encourage unsound
lending practices or the allocation of credit.?

Title III requires each depository institution that has a home office
or branch office within a Standard Metropolitan Statistical Area
(SMSA) to compile and make available to the public for inspection
and copying the number and total dollar amount of mortgage loans
which were originated and purchased by that institution during each
fiscal year. The information must be itemized to disclose (1) the num-
ber and dollar value of mortgage loans by census tract, or in some
cases by postal zip codes, (2) the total number and value of mortgage
loans that are secured by. property outside the SMSA, (3) the number
and value of mortgage loans that are FHA insured loans made to
mortgagors not intending to reside in the property that secures the
mortgage loan, and (4) the number and dollar amount of home
improvement loans. : .

Title IIT also provides for the development of a National Mortgage
Information System to aid in the enforcing compliance by depository
institutions.

Two States also acted in 1975 to eliminate the practice of redlining.
A new Illinois law ** requires financial institutions to file semi-annual
statements showing by ZIP code and census tract where loans were
made for home mortgages, purchases, and rehabilitation. Penalties
for violations include a prison term of 1 to 3 years for filing a false
report. A second Illinois law ? prohibits financial institutions from de-
nying conventional home mortgages solely because the lender believes
a neighborhood is deteriorating. More subtle redlining practices, such
as requiring larger downpayments or shorter-term loans and higher
interest rates for property in deteriorating areas, are also banned, and
financial institutions are prohibited from refusing home mortgages
because of sex, marital status, childbearing capacity, race, or national
origin.

In California, a 1975 administrative regulation required State
chartered savings and loan associations to disclose the following data

a1 Public Law 94-200. Sec, 302(a).

32 7.8, Congress. House. Committee on Banking, Currency, and Housing. House Report
No. 94-561. October 10, 1975 [To accompany H.R. 10024] Washington, D.C., U.S. Govt.
Pr;n}:hgﬁa'lggﬁ. (94th Cong., 1st sess.) p. 22.

% T1linois, Public Act 79—-632, Laws of 1975.
s J1linois, Public Act 79-634, Laws of 1975.
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for each loan originated or purchased : race of applicant; census tract;
purpose (speculative construction, construction for owner, refinance,
etc.), type of property, number of units, loan amount appraised value,
selling price, interest rate, whether Federally insured. The regulations
present a general rule prohibiting discrimination “because of condi-
tions, characteristics, or trends in the neighborhood or geographic
area surrounding the security property.”

UreaN FiscaL ProBLEMs

There can be little doubt that the major urban issue of 1975 was the
fiscal condition of some of the country’s older cities, an issue that was
brought spectacularly into the public eye in the spring of 1975 by the
financial crisis of New York City, which tottered on the bring of de-
fault and perhaps bankruptcy. There was a growing concern that New
York, although an extreme example, might not be the last of the na-
tion’s major cities to face a financial emergency because of declining
revenues coupled with increased costs. .

Such financial emergencies have many roots, but they are associated
with trends in the movements of population and job-creating industry,
trends that have become accelerated and more widespread during the
1970’s than had generally been anticipated. The population trends of
the post World War IT period—the massive migration of people from
rural areas to the largest metropolitan areas—changed significantly
during the 1970-1974 period. Not only was the trend of migration to
the larger metropolitan areas halted, it was reversed.®® Rand Corpora-
tion demographer Peter Morrison, testifying before the House Com-
mittee on Banking, Currency and Housing, Subcommittee on Housing
and Community Development said :

Evidence now shows that entire metropolitan areas, not merely their central
cities, are registering absolute population declines. Only one of the Nation’s
25 largest metropolitan areas decreased in population during the 1960's. By
1974, fully 10 of the 25 largest had joined the list of metropolitan areas without
growth. Overall . . . one of every three Americans in an metropolitan area re-
sides in a declining one. The . . . declining areas tend to be those located in the
Middle Atlantic and Bast North Central States.”

The implications of declining population—a central city phenome-
non during the 1960’s, but a metropolitan-wide problem in the 1970’s—
are that because “persistent and severe outmigration is invariably se-
lective and gradually alters the composition and structure of the local
population,” it produces an “increasingly disadvantaged population
whose needs mount as the municipality’s capacity to meet them erodes.
Problems of dependency and poverty—not inherent problems of the
affected municipality—come increasingly to be located in it.” 3

38 Beale, Calvin L. Recent Growth of Non Metropolitan Population. Statement by Calvin
L. Beales. Leader, Population Studies Groun. Economic Research Service, U.S. Dept. of
Agriculture. Before the Subcommittee on Housing and Community Development of the
House Committee on Banking, Currency and Housing. Sept. 4, 1975. In U.S. Congress.
House. Committee on Banking, Currency and Housing. Sube. on Housing and@ Community
Development. National Growth and Development. Hearings. Washington, D.C., U.S. Govt.

rint. Off,, 1975 (94th Cong., 1st Sess.). p. 37.

37 Morrison, Peter A. Statement of Peter A. Morrison, The Rand Corp., Santa Monica,
Calif. In U.S, Congress, House Committee on Banking Currency, and Housing. Subec. on
Housing and Community Development. Op. Cit. p. 60,

% Morrison, Peter A.. The Current Demographic context of National Growth and
Development. In U.S. Congress. House. Subcommittee on Housing and Community Devel-
opment. Op. Cit. p. 70.
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- Reinforcing the problems of the older cities in the Middle Atlantic
and the East North Central States and closely associated with popula-
tion movements has been the long-term, but also recently accelerated
relocation of job-creating industries into other regions, especially into
the South and the so-called “sun belt.” :

The fiscal problems of the nation’s cities are also associated with the
state of the national economy. Inflation has driven up the costs of lo-
cal government and has tended to reduce revenues from sales taxes
when inflation has caused a decline in consumer spending. The reces-
sion has increased unemployment in urban areas, driving up the num-
ber of local residents that are dependent upon locally provided public
services and thereby contributing to increased governmental costs:
At the same time, recession has had a negative impact on municipal
tax bases.

This section reviews the plight of New York City; it describes
governmental actions to prevent the city from defaulting on its obliga-
tions; and it discusses the extent to which other cities are facing severe
fiscal hardships and the threat of financial emergencies.

The New York City Fiscal Orisis

Since the 1960’s, increased public spending and an eroding tax base
led the New York City government to turn more and more to short-
term debt to finance the deficits in its expense budgets; but in April,
1975 a crisis was precipitated when the city found that it could no
longer borrow in the municipal money market and that default on its
obligations was imminent. When a series of State and local actions to
overcome the crisis proved to be inadequate, the Federal Government
acted in December to provide for a three-year program of seasonal
loans to help the city with its cash flow problems. For the moment at
least a New York City default was averted.

BACEKGROUND

The State and local efforts that preceded Federal action began
shortly after the city found the doors of the municipal money market
closed. The State advanced the city about $800 million, which it was
scheduled to receive at the start of the next fiscal year. In June the
Governor of the State of New York, in another effort to save the city
from default and to help stabilize the city’s financial situation estab-
lished the Municipal Assistance Corporation (MAC). MAC’s task
was to sell $3 billion in bonds to convert the city’s short-term debt into
long-term debt and to provide the city with short-term financing until
the situation was sufficierrtly stabilized for the city to borrow again in
the municipal market. By August, however, MAC found that it had
~ sold only two-thirds of its target and that it was unable to sell the re-
maining third. The following month the State passed the Financial
Emergency Act that established the Emergency Financial Control
Board and charged the Board with developing a financial plan for
eliminating the city’s more than $1 billion deficit and balancing the
city’s budget within three years. The Board was also charged with
monitoring the city’s finances. In Qctober the city averted default at
the last moment in a cliff-hanger that drew national attention. Two
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hours before the deadline the city’s teachers union agreed to draw upon
its pension fund to provide the city with the cash it needed to pay off
its obligations that were to fall due on October 17th. Although the im-
mediate crisis was passed, other crises would have to be faced. In No-
vember plams were made for new taxes, for layoffs of personnel, and
for service curtailments.

APPEALS TO THE FEDERAL GOVERNMENT

Beginning in May 1975 the city and the State made repeated ap-
peals to the Federal government for help. The President’s response
was one of public opposition to Federal assistance for the city. Con-
gress, originally somewhat cool to the idea of Federal assistance, be-
gan hearings on the city’s problem in October 1975.

SENATE HEARINGS

In the Senate, hearings on the New York City financial crisis were
held by the Committee on Banking, Housing and Urbarr Affairs on
October 9, 20, and 23. The committee’s task, said Chairman William
Proxmire in his opening statement, was—

To decide whether the Federal Government should aid New York City or let
it default. No informed ohserver believes the city can continue to service its debt
and pay its other creditors without Federal help.3?

The specific questions which the Chairman put to the committee were
the following:

1. What will happen in the event of default; and

2. What are the costs and benefits of Federal credit assistance to State and lo-
cal governments? 40 .

The committee found that “many of New York City’s problems are
of its own making—the result of bad management and fiscal leger-
demain, carried on over the years by numerous public officials.” 4* The
roots of the city’s problem, it said, were ever-increasing budget deficits,
failure of the State to require the city to balance its budget, failure of
the banks and other investors to put a timely end to promoting and
buying New York City obligations in spite of their knowledge that the
city’s affairs were not in good order, large numbers of highly paid
municipal employees, high pension benefits with virtually no require-
ments for employee contributions, an irrcreasingly needy and depend-
ent population for which the city bears the largest cost per client of
any other city in the nation, a substantial loss In private sector jobs,
slow growth of its residential property tax rolls (which is attributable
in part to demographic trends, in part to rent control that has led to
housing deterioration, abandonment and tax delinquency), nationwide
recession, and disproportionately high rate of unemployment.*? Com-

% Proxmire, William, In U.S. Congress. Senate. Committee on Banking, Housing, and
Urban Affairs. New York City Finaneclal Crisls. Hearings. Washington, D.C., U.S. Govt.
Pr}g){bgﬂ., 19’;52(94th Cong., 1st sess.), p. 1. : ot

4 pp. 1,2,

1 U.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Voluntary
Munieipal Reorganization Act of 1975. Senate Report No. 94443 dated Nov. 4, 1975, to
acc;;ompany S. 2615. Washington, D.C., U.S. Govt. Print. Off., 1975. (94th Cong., 1st sess.)

p. f.
2 Ibid. p. 6-S8.
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menting on the effect of inflation and recession, the report says,
« " while the recession has shrunk the city’s revenue base, inflation
has compounded the city’s expense problems.” +* )

The legislative policy options considered by the Senate committee
as routes for assisting New York City included amending the Federal
Bankruptey Act to make it feasible for the city to file for bankruptey
in Federal Court, providing Federal credit assistance to the city after
default, and prevention of default. The committee chose the third of
these policy options. It said :

On the basis of its findings and deliberations over the past few weeks, the
Committee is now convinced that the basic question is not whether to provide
Federal assistance to New York City, but rather when and how much. There is
no way that New York City could default and avoid a collapse of vital city
functions without assistance from the Federal Government, which means finan-
cial aid in some form. The Committee believes that the costs of default or
bankruptcy would be far higher than the costs of preventing default—for New
York City and State, for other States and municipalities across the country, for
the banking system and the economy, and above all, for the taxpayer, who
ultimately pays the bill* .

The Committee found that default would result in unmet payrolls,
massive layoffs of city employees, school closings, lack of supplies
for hospitals and prisons, bankruptey of private firms whose market
for goods and services is primarily the city government, and abandon-
ment of construction projects that have been started, crippling of the
city’s ability to achieve fiscal stability because of a sharp decline in
tax revenues and because of legal problems that could block Federal
and State welfare and Medicaid payments, long-term impairment
of the city’s ability to enter the private capital market, curtailment
of jobs and services at the State level of government, decline in State
tax revenues, and a “long-term banishment of the State from the
capital markets.” 4 The Committee said that New York City default
would be a financial disaster of such a scale that financial markets
would be crippled, that doubt would be cast on “full faith and credit
obligations,” and that higher interest rates and higher taxes would
result. The entire banking system would also suffer a major shock
by city or state defaults. Although the system could absorb such a
shock, bank regulatory agencies estimated during testimony that
default could lead to failure of 22 national banks, 30 nonmember
banks, and 17 State member banks as well as to serious capital impair-
ments of a far larger number. The committee also feared that default
would have an adverse effect on the nation’s economic recovery.*®

The Senate hearings were addressed to five legislative proposals
for loan guarantees. S. 1833 would -have -authorized the Secretary
of the Treasury to guarantee emergency loans to units of government;
it would have created a Loan Guarantee Policy Board to set forth
policy with respect to such loans; and it would have required the
Treasury Secretary to submit recommendations to Congress on the
need for establishing an Emergency Loan Guarantee Corporation to
continue a comparable program of assistance. S. 1862 would have
amended the Federal Financing Bank Act of 1973 to set forth condi-~

43 Thid, p. 8.
44 Thid. p. 3.
4 Ibhid. p. 3, 4.
4 Thid. p. 4, 5.
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tions under which the Bank would purchase general obligations bonds
issued by local governments. S. 2872 would have established a Fair
Finance Insurance Board to reinsure municipal bonds and to guaran-
tee local assistance bonds issued by States; it would have required
the Board to conduct a study of the market for securities issued by
local governments; and it would have created a Fair Finance Insur-
ance Fund to make such payments as may be necessary under rein-
surance of guarantee agreements and to pay the administrative costs
of such programs. S. 2524 would have established an Emergency
Intergovernmental Assistance Board to administer a. program of Fed-
eral financial assistance to States and localities, and it would have
stipulated that applicants for assistance meet certain criteria, such
as exhausting other sources of assistance. S. 2523 would have amended
the Emergency Loan Guarantee Act to permit the Emergency Loan
Guarantee board to guarantee bonds to States and munici palities, and
1t would have extended the termination date of the Act. S. 2615 as
originally introduced would have established an Emergency Munici-
pal Fiscal Reform Board; it would have authorized the board to
guarantee municipal obligations in order to prevent default; in the
event of default it would have authorized the Board to provide
emergency guarantees of payment in order to enable the defaulted
municipality to provide essential municipal service; and it would have
set forth standards and conditions for making guarantees.

In a somewhat altered form, S. 2625 was reported out of the com-
mittee. It would have established a Voluntary Municipal Reorganiza-
tion Board (1) to guarantee obligations issued by a State, State
agency or unit of local government in order to prevent default and to
carry out fiscal reforms, and (2) to act in the event of default to main-
tain essential services by providing emergency guarantees of the obli-
gations of the municipality, its trustee or receiver. The bill would have
set standards and conditions for guarantees, and it would have re-
quired a guaranteed fee.

The Committee asserted that its bill would involve no cost to the
Federal Government. And administrative costs, it said, would be
paid from the guarantee fees collected by the Board.

HOUSE HEARINGS

On October 23 the House Committee on the Budget held special
hearings to receive testimony that would shed light on the likely im-
pact of the New York fiscal crisis on the Federal budget.*” Testimony
was received from Professor F. Gerard Adams, Wharton School of
Finance and Commerce, from Dr. Otto Eckstein, president of Data
Resources, Inc., and from Dr. Robert D. Reischauer, special assistant
to the director of the Congressional Budget Office. A1l were in agree-
ment that a New York default would have a serious impact upon the
national economy, but there was some variance among the witnesses as
to the magnitude of that impact,

Three days earlier, on October 20, the House Committee on Banking,
Currency, and Housing, Subcommittee on Economic Stabilization,
began six days of hearings addressed to the following questions:

#710.8. Congress. House. Committee on the Budget. Impact of the New York City Fiscal

Crisis on the Federal Budget. Special Hearing. Washington, D.C., U.S. Govt. Print, Oft.,
1975. (94th Cong., 1st sess.) 39 pp.
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1. What is the current financial situation in New York City and how did this
develop? What would be the consequences of default? What is needed to pre-

vent default?

9. What is the precise financial involvement of New York State with respect
to New York City’s current crisis and what problems have accrued to the State
as a consequence of this involverent?

3. What are the national implications? How would default affect States, munic-
ipalities, other units of local government in terms of their ability to borrow
and to provide essential public services, and to maintain fiscal responsibility?
‘What would be the impact on recovery and employment ?

4. What are the international implications of default by New York City and/or

New York State?
5. What is the nature and basis of a Federal response, if any, constitutionally,

and in terms of other Federally-supported programs?

6. What kinds of intervention are available to the Federal Government, within
the context of the central government's responsibility (if any) and which is
the most appropriate? What should be the conditions for Federal involvement,
if any?*

The findings of the Committee on these questions and its legislative
response were substantially similar to those of the Senate committee. It
also reported a bond guarantee bill, H.R. 10481, entitled the “Intergov-
ernmental Emergency Assistance Act.” The bill would have established
an Intergovernmental Emergency Assistance Board authorized to
guarantee the taxable obligations of States, their agencies and instru-
mentalities only for the purpose of enabling political subdivisions of
States to continue essential public services or to mitigate the effects of
default on general economic conditions or on the marketability of the
obligations of States and their political subdivisions. The bill set
forth conditions of eligibility for such guarantees, including the in-
ability of States and their political subdivisions to obtain private
credit to meet a municipality’s financing needs and that the munici-
pality submit a plan for balancing its budget by the second full fiscal
year following application for guarantee assistance. The conditions
would not apply when a municipality has filed for bankruptcy or
where actual default has occurred. The bill also placed upper limits on
the aggregate amount of guarantees at $5 million through fiscal year
1989, $3 million through fiscal year 1999, and an additional $2 million
through fiscal year 1978 for guarantees of 11 months or less. The
Board would have been required to impose reasonable requirements
for renegotiation or exchange of outstanding obligations entered into
by or for such political subdivisions. Under the provisions of the Act
the General Accounting Office would be authorized to audit the books-
and records of States and political subdivisions for the purposes of
the Act. An emergency municipal debt guarantee fund would be es-.
tablished in the Treasury Department, and Federal funds otherwise
due a State or its subdivision could be withheld to offset payments that
the United States would have to make pursuant to gnarantees. The
authority of the Board would expire on September 30, 1979.

PRESIDENTIAL POSITION

Neither the Senate nor the House bills were acceptable to the Presi-
dent, who said that the bond guarantee proposals would (1) only
postpone the time that the city would have to learn how to live within

Py U.S. Congress. House. Committee on Banking, Currency, and Housing. Intergovern-
mental Emergency Assistance Act. House Report 94-632, Part 1. Dated Nov. 8, 1975, to
accon)npan,; IZI.R. 10481. Washington, D.C., U.S. Govt. Print. Off,, 1975. (94th Cong., 1st
gess.) pp. 1, 2.
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its own means, and (2) set an undesirable precedent for other cities
seeking similar Federal assistance. The President proposed seasonal
Federal loans to the city to help the city with its cash flow prob-
lems, that is, to help New York City meet its expenses until taxes
were collected in the spring of each year. '

FINAL CONGRESSIONAL ACTION

Congress acted to pass legislation incorporating the President’s
proposal. In the House, committee action was bypassed by floor action
in which the President’s proposal was offered as an amendment by,
way of substitution for the loan guarantee provisions of H.R. 10481.
The amended bill, now called the “New York City Seasonal Financ-
ing Act,” passed the House on December 2 by a close margin. The
Senate passed the bill, again without committee consideration, on De-
cember 6, clearing it for the President, who approved it on December:.
9. The Act (Public Law 94-143) gives the Secretary of the Treasury
three-year authority to make loans to the city or to a financial agency
authorized by the State to administer the city’s financial affairs. No
more than $2.3 billion inloans may be outstanding at any one time.
The Secretary is barred, however, from making loans unless he de-
termines that there is reasonable probability of repayment; and he
is authorized to set terms and conditions that he determines to be
suitable to assure repayment. The loans are short term, that is, loans
made in any particular fiscal year must -be repayed before the end of
the fiscal year at a rate of interest that is one percent higher than the
prevailing Treasury borrowing rate. The Act also prohibits the Sec-
retary from making additional loans to the city unless all previous
loans have been repaid when due, and it authorizes him to withhold
other Federal funds to the city to offset the amount of unrepaid loans.
Finally, the Act autohrizes the General Accounting Office to audit the
financial records of New York State and of the city.

The supplemental Appropriations Act (H.R. 10647), which appro-
priated $2.3 billion to fund the loan program for New York City, was
cleared for the President on December 15, and was approved as Public
Law 94-157.

CONGRESSIONAL STUDIES O;N THE NEW YORK CITY CRISIS

" In addition to the hearings on legislation to aid New York City, two
major congressionally-sponsored studies on the financial problems of
the city were undertaken by the Congressional Budget Office and by the
Joint Economic Committee staff.

The study by the Congressional Budget Office™® reviewed the back-
ground of the New York City fiscal crisis; it discussed the city’s need
to borrow ; it assessed thelikelihood that other cities would find them-
selves in similar situations; it analyzed the effects of a New York City
default; and it set forth policy alternatives dealing with the following
questions: :

1. What level of government should act?
. 2, What action should be taken?

# [nless prohibited from doing so by appropriations acts.

5 .S, Congress. Congressional Budget Office. New York City’s Fiscal Problem : Its
Origins, Potential Repercussions, and Some Alternative Policy Responses. Background
(réaper No.t 1) Washington, D.C., Congressional Budget Office, October 10, 1975. 34 pp.

pp. errata).
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3. Who should bear the costs, if any ? L
4. Should the policy be for New York City only, or for other jurisdictions as
well?%

The Congressional Budget Office study points to the difficult prob-
lems faced by a number of large, aging cities, of which New York City
is perhaps the most immediately visible example, and concludes that
far-reaching policy choices will be required to achieve an enduring
solution to the fiscal difficulties such cities face :

The focus of this paper has been largely on the immediate crisis facing New
York City and the alternative policy responses to this situation. However, the
- crisis will only be delayed temporarily unless the underlying causes of the city’s
fiscal difficulties are addressed. While it may be comforting to believe that these
problems can be handled by the city alone, this probably is not the case. Certainly
efficient management, strict accounting procedures, and the introduction of new
. technology can help, but such measures alone will not balance New York’s budget
and pay off a substantial portion of its accumulated short-term debt, Substantial
service cutbacks and tax increases will be required to accomplish these objectives.
Yet such actions will make the city a less attractive place in which to live and
probably will hasten the exodus of middle- and upper-income families and com-
mercial and industrial establishments. This, in turn, will undercut the city’s
ability to support even a reduced level of services.

Given these forces, it is probable that the underlying problems facing New York,
as well as a number of other large, aging cities, can be dealt with effectively
only by the states or by the federal government, Unless one is willing to consider
policies that would redistribute the low-income populations now concentrated in
central cities among suburban and rural jurisdictions, or policies that radically
equalize incomes, the main alternative left for addressing the cities’ problems is
to relieve the city of some major portions of its current fiscal responsibility.
As has been mentioned previously, New York City’s situation would be aided
immensely if the state or the federal government assumed the burden now borne
by the city for welfare and related services to the poor, *#

The Joint Economic Committee staff report®® on New York City’s
financial crisis, issued on November 3, 1975, was divided into three
parts. Part one describes the fiscal position of New York City as of the
fall of 1975 it identifies national and regional economic circumstances
that have contributed to the city’s financial situation; it analyzes city
and State respomses to those circumstances; and it compares New
York’s fiscal problems with the fiscal problems of other major cities.
Part two treats the economic consequences resulting from New York’s
emerging financial problems. Part three reviews policy choices avail-
able to New York State, New York City, and the Federal Government
for averting or mitigating default on the New York City obligations.

The policy options for the Federal Government, says the report,
are: (1) to provide no assistance; (2) to allow the city to default and
to provide Federal assistance to maintain essential services; and
(3) to provide sufficient Federal assistance to avert default and to
maintain essential services.5

In its evaluation of each of these three alternatives, the report says
that the first option, Federal non-involvement, would have “such a
devastating effect on basic city services that it cannot realistically
be considered a viable option.” % The second and third options are

51 Thid. p. 25.
52 Tbid. p. 34.

63 U.8. Cong_ress. Joint Economic Committee. New York City’s Finanecial Crisis. An
Evaluation of its Economic Impact and A Proposed Policy Solution. [by Ralph Schlosstein]
Washington, D.C., U.S. Govt. Print. Off., November 3, 1975. 73 pp.

5 Ibid. pp. 63, 64.

& Ibid. p. 65.
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the only alternatives that the report considers to be acceptable. The
central issue, it says:

Is whether to provide a source of credit before or after default. On th(_e one
hand, if Congress opts for preventing default, the Federal Government will be
temporarily involved in the City’s affairs and the bondholders will be rescued.
On the other hand, if Congress opts for “gybsequent aid” the City will undouptedly_
default and all the adverse consequences of default will ensue. It is a difficult
decision.*

Fiscal Problems in Other (lities

The condition of the economy and the crisis of New York City
raised serious questions in goverment during 1975 about the fiscal
conditions of the nation’s cities generally. Research on the problem,
such as a study by Thomas Muller of the Urban Institute, suggests
that declining cities, that is, cities that are losing population but are
not able to lower governmental costs accordingly, may eventually
find themselves in the same position as New York City.5” Congres-
sional hearings and a congressionally-sponsored study sought to
assemble up-to-date information.

In May 1975 the Joint Economic Committee completed a survey
of the currert fiscal positions of 48 State governments and 140 local
governments.®® The study, prepared for the use of the Subcommittee
on Urban Affairs of the JEC, was aimed at gathering and analyzing
information on the budget adjustments that State and local govern-
ments were undertaking in response to current economic conditions.s®
The results of the study with regard to local governments were sum-
~marized as follows:

Unencumbered surpluses are much less prevalent among local governments,
since they have stable revenue bases and tend to operate with their budgets
closer to balance. Nevertheless, 122 of the 140 governments surveyed entered the
fiscal year with a combined surplus of $340 million, slightly more than 1 percent
of their total budgets. This surplus has been totally depleted and is expected to
be a deficit of $40 million by the end of the fiscal year. Consequently, many local
governments, without surpluses, will be forced to reduce services or to increase
taxes in order to maintain a balanced budget. Local governments will enact an
estimated $1.5 billion in new taxes and will reduce expenditures by approximately
$1.4 billion. The $2.9 billion in deflationary budget adjustments is approximately
3.5 percent of the combined budget for all local governments.

Once again, the high unemployment governments are responsible for the
vast majority of budget adjustments. Forty-seven percent of the high unemploy-
ment local governments that were surveyed will enact tax increases amounting
to 8.5 percent of their combined budget. Sixty-one percent of the high unem-
ployment jurisdictions will reduce current services by an amount equal to
3.6 percent of the combined budget for high unemployment jurisdictions. Thus
the higher unemployment local governments will make budget adjustments equal
to 7.1 percent of their budgets.

By contrast, only 25 percent of the low unemployment jurisdictions will enact
tax increases amounting to 0.7 percent of the combined budget for low unem-
ployment jurisdictions. Similarly, only 38 percent of the low unemployment
governments will make reductions in service equal to 0.7 percent of the combined
budget for all low unemployment local governments. Thus the low unemployment
local governments will make adjustments equal to 1.4 percent of their budgets.

66 Thid. p. 73. '
57 Muller, Thomas. Growing and Declining Urban Areag: a Fiscal comparison. ¥orth-

coming. Snmmarized in Fiscal Woes Multiply for Large Central Cities. Search/A Report

from the Urban Institute. November 1975. pp. 3-9.
58 §.8. Congress. Joint Economic Committee. The Current Fiscal Position of State and

Tocal Governments. Committee print. Washington, D.C., U.S. Govt. Print. Off,, Decem-
ber 17. 1975. 21 pp. (94th Cong., 1st sess.).
® Ibid. p. (iii).
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The low unemployment jurisdictions will make one-fifth of the budget adjust-
ments that high unemployment jurisdictions make (measured as a percentage of
their respective budgets).

" The size of the jurisdiction is also an important consideration in evaluating
local government budget adjustments, although size significantly affects only the
manner of adjustment rather than the magnitude of adjustment. Specifically,
smaller cities (population of 100,000 or less) were more likely to enact tax
increases than they were likely to reduce expenditures. Seventy-five percent
of the budget adjustments by these governments were made through tax increases.
Larger jurisdictions showed an equal propensity to affect both revenues and
expenditures.* )

After the results of the survey were known, the Joint Economic
Committee held hearings in June to explore further the budget diffi-
culties and credit problems of State and local governments.* In his
opening statement Senator Humphrey, Chairman of the Joint Eco-
nomic Committee said :

Hiring freezes and layoffs, cuts in service, delays in capital expenditures and
increases in taxes are the rule, not the exception. Most of our Nation's largest
cities have already been forced to take one or more of these actions. .

Cleveland has been forced to lay off 1,100 workers, and cut back services to
a level that previously would have been unacceptable.

Detroit has had to lay off about 1,500 workers, and cut back essential services.

Buffalo, N.Y., is facing a $50 million deficit this year.

Wilmington, Del:;, has had to reduce its firefighting force by 11 percent, and
other city departments have experienced cuts as high as 40 percent.

An informal telephone survey, conducted by the National League of Cities
of 67 small and medium-sized cities indicated far more widespread problems.
One-third of the cities in that survey had cut payrolls by laying off employees,"
or through a combination of hiring freezes and attrition. Over one-half have
postponed essential capital expenditures. Two thirds found their revenues have .
fallen short of anticipated levels; and almost half expected to enact some form
of tax increase in 1975.%

During the one-day hearing testimony was received from repre-
sentatives of State government, local government, and the financial
community.

In June the Subcommittee on Commerce, Consumer, and Monetary
Affairs of the House Government Operations Committee held three
days of hearings on the Federal response to financial emergencies of
cities.®® Testimony was received from the mayors of New York City,
Wilmington, Delaware, and Franklin, Indiana, from the Secretary of
the Treasury, from the vice chairman of the Federal Reserve Board of
Governors, from the president of the Federal Reserve Bank of Boston,
from the Washington director of the Municipal Finance Officers As-
sociation, and from representatives of organized labor and the aca-
demic community. The hearings were addressed to the following
questions: :

. 1. What is the proper role of the Federal Government with respect to the finan-
cial emergencies of our urban communities? .

2. To what extent do Federal monetary and fiscal policies contribute to the
money crises.of our cities? . . :

% Ibid. pp. 19, 20.

6 7.8, Congress. Joint Economic Committee. State and Local Government Credit Prob-
lex‘l‘l’sibfil;ari%gs. Washbington, D.C. U.8. Govt. Print. Off., 1975. 47 pp. (94th Cong. 1st sess.)
. p. 2.

&8 U.S. dongross. House. Committee on Government Operations. Sube. on. Commerce,
Consumer, and Monetary Affairs. Federal Response ti Financial Emergencies of Citles.
Hearings. Washington, D.C., U.S. Govt. Print. Off,, 1975. 152 pp (94th Cong., 1st sess.)
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.8. Is Federal tax exemption for State and local securities which in 1976 will
deprive the U.S. Treasury of $3.5 billion in revenues from corporations and $1.3
billion from individuals the most efficient method of financing municipal debt?

4. Are the examination and audit policies, practices, and procedures of Fed-
eral banking regulatory agencies efficient in terms of identifying the ways in
which the loan and investment activities of banks affect the fiseal condition of
our cities?

5. Are the operations of the Federal Reserve Board, the Comptroller of the
Currency, and the Federal Deposit Insurance Corporation attuned to the needs
of the cities and complex interrelationships between the cities and the financial
community.s4

In July the Subcommittee on Intergovernmental Relations of the
House Government Operations Committee held a week of hearings to
receive testimony on fiscal relations in the American federal system.*®

The seven days of hearings were addressed to the following subjects

1. Growth and future size of the public sector.

2. Projection of State-local expenditures. -

3. Federal and State aid programs. -

4. Federal, State and local revenue sources.

5. Improved coordination and administration of State-local taxes. )

6. Measuring and comparing State and local fiscal capacity and tax effort.

7. Local patterns of budgetary stringency and surplus, including the budgetary
.crises of large cities, the impact of economic base erosion, inflation and retire-
ment costs on local governments and the impact of budgetary stringency on the
urban and rural poor.

8. State government as controller and inflator of local expenditures.

9. Structural and institutional restrictions on local service delivery.

10. Effects of fragmentation and centralization of local government. -

11. Identifying and reducing discrimination and other inequities in the de-
livery of local public services. )

12. Possible realignment of major governmental functions such as Federal as-
sumption of welfare, medicaid and health insurance costs, state assumption of
education, court and correctional costs; and

13. Other aspects of public service delivery, including productivity improvement
and increasing private sector involvement. © .

Philip Dearborn, currently executive director of the District of
Columbia Municipal Research Bureau, a private research organization,
and author of the report “City Financial Emergencies” issued in 1973
by the Advisory Commission on Intergovernmental Relations,*’ testi-
fied during the hearings. He was asked to summarize the fiscal health
of major U.S. cities and to discuss why there are budget crises in some
cities. . .

Hesaid:

The ACIR’s 1972 [sic] study concluded that, “of 30 selected large cities . . .
most are presently free of conditions that present a threat of finanecial emergency.”
The report defined financial emergency as a situation in which a city is unable to
pay its bills and meets its payrolls. My exaluation of the conditions in those same
c.ittzli‘es today is that a threat of financial emergency still does not exist in most
cities.

I must emphasize that the original ACIR 1972 [sic] conclusions, and the one 1
am making today, are directed at the fiscal health of the city government and not
at 'the overall employment and economic situation in cities, and not at whether
cities are doing an adequate job of meeting the needs of their citizens.

6 Thid. p. 2. .

e 7.8, 8ongress. House. Committee on Government Operations. Sube. on Intergovern-
menta)l Relations and Human Resources. Fiscal Relations in the American Federal System.
H%aﬁligs.p‘zashmgtm, D.C., U.S. Govt. Print. Off., 1975. 486 pp. (94th Cong., 1st sess.)

67 U.8. Advisory Commission on Intergovernmental Relations. City Financial Emerg-
gllllgei 9 ’('Iéh?l £ggi)ergovemmental Dimensions. A-42. Washington, D.C., U.S. Govt. Print. Off,,

. D.
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While the 1972 [sic] report found most cities free of any potential financial
emergency, it pointed out the troubles many cities were having balancing their
operating budgets, and concluded that budget crises can make cities susceptible
to financial emergencies, if local officials do not exercise good judgement. A
budget crisis was generally defined as a condition that exists when a city must
take painful actions to balance its next year’s budget—usually by reducing serv-
ices, laying off employees, or increasing taxes. The problem of budget crises
threatening the financial health of cities continues to exist.®

He went on to point out that the urban budgetary crises arise from
mismatches between the natural growth in annual revenues and the
largely uncontrollable annual increases in expenditures.®

During the same hearings another witness, Dean Alan K. Campbell,
of Syracuse University, testified that the budgetary and fiscal prob-
lems of central cities are tied to their declining economic bases, ie.,
thgcilr loss of jobs, from which the cities’ revenues are drawn. Campbell
said:

While the economie decline of central cities has been undermining their ability
to provide public services and increasing the need for these services, the cost of
providing them has been rising. Costs have risen because of the increase in the
number of public employees, the increasing levels of employee compensation, and
the increasing cost of fringe benefits.”

Commenting on the impact of inflation on the purchasing power of
local governments, he pointed out that “goods and services which cost
municipalities 91 cents in 1972 would cost a dollar in 1974,” ** and said :

The impact of this decline in purchasing power is enormous. [Between 1972 and
1974] counties, municipalities, and townships together lost $3.3 billion of pur-
chasing power, an amount equivalent to roughly 80 percent of their total general
revenue sharing entitlement in 1974.

As a result of their analysis, Campbell and his associates identified
four policy directions that would help improve the fiscal condition
of the nation’s large cities. These include:

1. Improvement of the economic base of central cities;

.2. A system of State and Federal aid designed specifically to offset the fiscal
disadvantages of large cities;

3. A transfer of specific government responsibilities from the city level to

higher levels—regional, State, or Federal; and
4. A redrawing of the boundaries of local government jurisdictions.™

UrsaN PATHOLOGIES

If onc believed that demons or demonic forces are at work to
counter efforts at urban conservation and the improvement of the
quality of life in our nation’s cities, one might quickly identify urban
fires and urban crime as two of the demonic forces that most visibly
impede progress toward improved urban life. The propensities of
deteriorated areas for arson and other fire and the problems of crime,
however, are more likely to be classified as “‘urban pathologies,” since
pathologies seem more a part of public policy parlance than demons.
However, one views them, fire and crime continue to be major prob-
lems in urban areas. The southern edge of the Bronx, for example,

83 Dearborn. Philip M. In U.8. ~Congr,ess. House. Committee on Intergovernmental Rela-
tions and Human Resources. Op. cit. p. 212. Emphasis added. '

® Thid. n. 215.

70 Campbell, Alan K. In U.S. Congress. House, Committee on Government Operations.
S“gcfh(izll In‘tng)overnmental Relattions and Human Resources. Op. cit. p. 238.

. p. .
T2 Thid. p. 240.
78 Ibid. p. 242.




93

experienced an epidemic of fires during 1975, an epidemic that was
also felt during the previous year when there were an average of 34
fires a day—12, 300 in the entire year. In 1975, however, the previous
year’s total was exceeded before summer was well underway. The New
York Times reported in June that in South Bronx there were as many
as 40 fires per day.™ Fire officials estimated that around 30 percent
of the fires were the result of arson. Such experience can only lead to
accelerated decline of urban neighborhoods. Moreover, the threat of
crime makes it difficult to obtain insurance in many inner-city areas
and thus impedes the redevelopment of these areas. The Federal Gov-
ernment has sought to ameliorate these problems through creating
a new institution for fire prevention and control and through exten-
ston of crime insurance and riot reinsurance programs.

National Fire Prevention and Control Administration

Established pursuant to 1974 legislation,’® the National Fire Pre-
vention and Control Administration (NFPCA) had its first anniver-
sary during 1975. NFPCA is authorized to conduct programs of educa-
tion, training, research and development, and to establish a National
Fire Data Center. Its budget authority for fiscal year 1975 was $6 mil-
lion. During April 1975, hearings were held on its proposed budget for
fiscal year 1976. At that time Joseph E. Clark, Acting Administrator
of NF'PCA, said that the agency’s overall goal was to reduce the Na-
tion’s fire losses by half in the next 20 years.”® The objectives set for
fiscal year 1976 were: (1) establishment of the National Academy for
Fire Prevention and control; (2) initiation of operations of the Na-
tional Fire Data Center; and (3) conducting a program of short- and
long-run research.””

The purpose of the National Academy for Fire Protection and Con-
trol is to “serve as the hub of an educational system using existing fire
training school programs, management and fire protection engineering
programs at the college level.” 78 The National Fire Data Center would
be established to fill the current need for a uniform, comprehensive fire
data and collection and analysis system for the nation as a whole; 1t
would build upon work already undertaken by the National Bureau of
Standards, according to the NFPCA acting administrator. Research
proposed for fiscal year 1976 included the following :

An in-depth investigation of selected firefighter injuries and deaths, to deter-
mine the chain of events leading up to the injury or death.

Development of alternative designs for integrated fire service protective equip-
ment systems.

Studies on the use and operational effectiveness of residential fire systems.

A study of the impact of existing programs which encourage the use of fire de-

tectors and sprinkler systems in buildings.
A study of the problems of evacuating residents in high-rise apartments.”

420 Percent Rise in Fires Is Adding to Decline of South Bronx. New York Times.
May 18. 1975. p. 1.

% Public Law 93-498.

6 Clark, Joseph E. Statement in U.S. Congress. House. Committee on Appropriations.
Sube. on State, Justice, Commerce and the Judiciary. Department of Commerce Appropria-
tions for Fiscal Year 1976. Hearings. Washington, D.C., U.S. Govt. Print. Off., 1975,
(94th Cong., 1st sess.) pp. 334, 337.

7 Ibid. p. 335.

78 Tbid. p. 335.

= Ibid. pp. 336, 337.
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During fiscal year 1975, the NFPCA began work toward the de-
velopment of procedures to be used by local fire departments and local
g(])vernments in the preparation of master fire prevention and control
plans.8®

Fire Safety in Housing

During 1975 the U.S. Department of Housing and Urban Develop-
ment published a manual entitled “Fire Safety in Housing.” #* This
manual of recommended design and construction techniques, which
are aimed at improving the fire safety of residential construction, con-
-tains examples of approaches to housing design and construction, over
and beyond what is generally required by building codes and other
construction standards, in order to achieve fire safety improvements.

‘Federal Crime Insurance and Riot Reinsurance

On April 8, 1975, the President approved as Public Law 94-13 the
“National Insurance Development Act of 1975,” which continues the
Federal Riot Reinsurance and Federal Crime Insurance Programs
until April 80, 1977. These extensions were determined by Congress
to be essential to the operation of State FAIR plans that provide ac-
cess to basic property insurance that would not otherwise be available
in some urban areas. Some State laws condition their State FAIR
plans upon the Federal riot reinsurance program. The Federal Crime
Insurance Program provides access to insurance coverage against bur-
glary, robbery and similar crime in States where there 1s a problem
of such availability. The availability of insurance coverage in urban
areas that are deteriorating or showing signs of imminant deteriora-
tion is essential if the trends of urban decay are to be reversed by eco-
nomic development in these areas. '

On April 11,1975 the General Accounting Office released a report on
-the effectiveness of the Federal Crime insurance.®? GAQ’s summary
of the report said:

HUD has not been effective in telling the public about this program; its re-
quirements for safety devices have hindered sales of policies; and it has not
‘reviewed private and State crime insurance programs adequately. Agents and
prokers—HUD'’s major marketing mechanism—generally are apathetic toward
selling this insurance. .

To improve administration of the program and to achieve its objectives more
effectively, the Congress should consider requiring HUD to: increase commis-
sions of agents and brokers; train inner-city residents to sell Federal crime in-
surance ; increase its promotion efforts through paid advertising ; direct servicing
companies to encourage agents and brokers to concentrate selling efforts in the
high-crime, inner-city areas; reevaluate its protective device requirements with
a view toward reducing costs; and make in-depth reviews of the program'’s needs
in States where Federal crime insurance is not available.®

Froop INSURANCE

On June 27 Congress cleared a éomprehensive housihg bill, H.R.
5398, for the President, who approved it on July 2:* Among its pro-

& Tbid. p. 337.

a 7.8, Dept. of Housing and Urban Development. Fire Safety in Housing. Washington,
D.C. U.S. Govt. Print. Off. 1975. i

2 .. General Accounting Office. The Federal Crime Insurance Program: How It Can
Be Made More Effective, Dept. of Housing and Urban Development. Report to Congress by
the Comptroller General of the United States. Washington, D.C., 1975. 47 p. B-183012,
April 11, 1975.

8 Thid. p. 1.

& Public Law 94-50.



95

visions was an extension of the effective date of the 1973 flood insur-
ance act ® from July 1, 1975, to January 1, 1976. The act bars lenders
from taking mortgages on housing located in areas that have not
adopted Federal land use standards for flood-prone areas. : _

"~ On December 23 the President approved S. 848, which extended the
national flood insurance program until December 31, 1976.8¢

UrBAN SERVICES

Title VII of the Housing and Urban Development Act of 1970 de-
clares that a national urban growth policy should “treat comprehen-
sively the problems of urban poverty . . .? The provision of social serv-
ices in urban areas is part of such a policy objective.

Implementing Title XX of the Social Security Act

Public Law 93647 set October 1, 1975 as the effective date for regu-
lations to implement the new Title XX of the Social Security Act.
The new title provides for block grants to States to assist in the pro-
vision of a variety of social services, including, but not limited to, child
care services, protective services for both children and adults, services
for children and adults in foster care, home management and main-
tenance services, transportation and employment services, health sup-
port services, as well as combinations of services designed to meet
special needs of children, the aged, the mentally and physically handi-
capped, and others with special needs. The block grant approach of
the new title gives States more discretion in allocating Federal social
services assistance funds than they had under the earlier categorical ap-
proach to assistance for social services. The title does place some re-
strictions on the use of funds with regard to educational, medical, and

. institutional services. Assisted services must be aimed at one or more
of the following broad purposes:

1. Achieving or maintaining economic self-support to prevent, reduce or

eliminate dependency. .
2. Achieving or maintaining self-suficiency, including reducticn or preven-

tion of dependency.

3. Preventing or remedying neglect, abuse, or exploitation of children and
adults unable to protect their own interests, or preserving, rehabilitating or
reuniting families.

4. Preventing or reducing {napropriate institutional care by providing for
community-based care, home based care, or other forms of less intensive care.

5. Security referral or admission for institutional care when other forms of

care are not appropriate, or providing services to individuals in jnstitutions.”

The title also broadened the range of those eligible to receive serv-
jces. Under the title which Title XX replaces, 90 percent of assisted
services had to go to individuals receiving or eligible to receive public
assistance under other programs. Under Title XX, however, only half
of the available funds are earmarked for those individuals; and
services may go to individuals receiving up to 80 percent of the State
median income. In special cases services may be provided to individ-
uals receiving up to 115 percent of the State median income.

- Under the provisions of the law and regulations, a single Staté
agency must be designated to administer the State’s Title XX pro-

85 Public Law 93-234.

88 Public Law 94-173.
& Public Law 93-647, section 2001.
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gram, including the preparation of a comprehensive annual services
program plan to guide the provisions of services during the program
year. In preparation of the plan, the State must establish a planning
process such that the service needs of people in all regions of the State
are taken into account and such that planning is opened up at the
local level where social services needs are generated and social services
themselves are provided. No service may be provided under Title XX
unless it appears in the annual service plan.

Title XX funds are provided to States in the form of matching
grants. The Federal share is 75 percent of costs for most eligible
services, but it is 90 percent for family planning. States and local
jurisdictions and the private sector provide the non-Federal share.

GAO Report on Outpatient Health Oare in Inner Cities

On June 6, 1976, the General Accounting Office issued a report to
Congress on the users, services and problems of outpatient health care
in inner cities.®® GAQO was interested in assessing the impact of
Medicaid and Medicare on cities’ outpatient care systems, 1.e., hospi-
tal outpatient departments and health centers that are publicly fi-
nanced. The report notes that outpatient care is the fastest growing
service in the national health care system and is especially important
to low-income persons.

The GAO study found that in the two cities reviewed—Buffalo,
New York, and Cleveland, Ohio, which the report says are demo-
graphically representative of the nation’s large cities—1.2 million out-
patient visits were made during 1973 to the 22 outpatient facilities.
Forty percent of those visits were made by individuals eligible for
Medicaid or Medicare; forty-eight percent, by the medically indi-
gent. According to the GAO report about 43 percent of the total fund-
ing for the outpatient services came from Federal, State and local
sources; about 15 percent, from general hospital revenues, charitable
contributions, and edowments; and 5 percent, from private insurance
and other sources.®

The study found that the ability of outpatient care facilities to pro-
vide comprehensive care was directly related to their ability to otbain
funds from Federal, State and local government sources.?

New COMMUNITIES

Title VII of the Housing and Urban Development Act of 1970
declares that “the national welfare requires the encouragement of
well planned, diversified, and economically sound new communities, -
including major additions to existing communities as one of several
essential elements of a consistent national program for bettering pat-
terns of development and renewal.” ®* In accordance with this declara-
tion, Title VII also established a program of loan guarantees, loans,
public service grants, supplementary grants for public facilities,
technical assistance and special planning assistance to encourage and

88 17.S. General Accounting Office. Report to the Congress. Outpatient Health Care in

Inner Cities: Its Users, Services, and Problems. Department of Health, Education, and
gVelfare. B-164031(3) Washington, D.C,, U.S. General Accounting Office, June 6, 1975.
n

n.
% Tbid. p. i,

% Thid. p. Hi. .

91 Public Law 91-609, section 710(d).
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facilitate the development of large-scale new communities. The statute
was an expression of optimism about our capacity to mount large,
complex, and risk-laden undertakings. The law created new tools, and
the entrepreneurs were expected to take advantage of them to achieve
socially desirable purposes in the process of making a profit. Opti-
mists, unlike pessimists, however, have only unpleasant surprises.
The new authority was not fully implemented. Only loan guarantees
and supplementary grants were made and eventually grants were
eliminated. Early 1n 1975 the HUD Department announced the sus-
pension of the program entirely. If 1974 was not a good year for new
communities, 1975 was worse. All had serious financial problems and
some of the problems were critical. .

Federal New Communities Program Suspended

In January 1975 the HUD Department stopped accepting applica-
tions for new Title VII assistance, and it suspended the processing
of applications already received. According to the department, the
suspension was to allow the department’s new communities staff to
concentrate on finding ways to resolve the serious financial problems
that were confronting most if not all new community developers.”
The difficulties identified by the HUD Department during hearings
on the new communities program included the following:

" Excessive land valuation appraisals which overstated the security value;

Payment—and inclusion in appraisals—of many predevelopment expenses
which were redundant or inappropriate for the calculation of security values;

Overly optimistic market “caputre rates” which resulted in unrealistic revenue
projections;

Insufficient equity contributions by the project sponsors, especially lack of
“hard” cash equity ; :

Total absence of monitoring and control of project expenditures; and

Inadequate management by almost all title IV and title VII developers.”

The suspension was also to allow time “in which to evaluate the
overall new communties program and to determine whether it is
viable.” ®¢ It is not clear, however, to what degree the HHUD Depart-
ment has conducted additional evaluations since the suspension of
the program. During 1974 the department conducted an internal
evaluation of the program and prepared a policy option paper deal-
ing with alternative future approaches to the program.® Additional
evaluation work was not published by the department during 1975.

Because the financial problems being faced by new community
developers assisted under Title VII and Title IV were sufficiently
severe to make foreclosures a threat, the HUD Department took action
in July 1975 aimed at preparing for the eventuality of Federal owner-

92 Margolis, Melvin, Acting Administrator, New Community Administration. U.S. Dept.
of Housing and Urban Development. In U.S. Congress. House. Committee on Banking,
Currency and Housing. Subc. on Housing and Community Development. Oversight Hearings
on the New Communities Program. Hearings. Washington, D.C., U.S. Govt. Print. Of,,
1975. (94th Cong., 1st sess.) P. 496.

93 Thid. p. 498. '

% The draft of this evaluation report and the associated policy option paper are
discussed in U.S. Library of Congress. Congressional Research Service. Toward a National
Growth Policy: Federal and State Developments in 1974. Washington, D.C., U.S. Govt.
Print. Off.,, 1975. (94th Cong., 1st sess. Joint Economic Committee. Committee Print.)
pp. 70-72. The final version of the evaluation report was released in 1975. U.S. Dept. of
Housing and Urban Development. Office of Policy Development and Research. Office of
Pragram Analysis and Evaluation. Evaluation of the New Communities Program. Eval-
uation Report No. 1. HUD-PDR-98. Washington, D.C., U.S. Dept. of Housing and Urban
Development, June 1975, 128 pp. ’
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ship of assisted new towns by dssuing a request for proposals to
develop & management plan for such new town developments.

Faced with the critical nature of the program’s circumstances, the
HUD Department also began to take the following steps, according
to Melvin Margolis, acting administrator of the New Communities.
Administration: ‘ )

1. Financial monitoring of new community developers has been substantially
tightened ; -

2. NCA has significantly improved its computerized capacity to test finamecial
and economic viability of its projects; .

. 3. Administrative practices have been strengthened to conform to sound busi-
ness management principles; :

4. We are performing reevaluation appraisals to determine more realistic
land value in current markets and market studies to determine the likelihood
of meeting sales projections which must be met to assure the successful comple-
tion of development ; ) . :

5. We are assuming more realistic security valuations by requiring that all
costs used in computing value for security pool purposes be ‘hard’ costs and by
elimimating, for security valuation purposes, such ‘soft’ costs as overhead, ad-
ministrative expenses, and financing costs; -

. 6. We have tightened monitoring of escrow fund disbursement by adherence
to a strict schedule of budgeted disbursements from escrow accounts, establish-
ing minimum ratios of current assets to liabilities, and applying the stringent
- acid test ratio to determine developers’ liquidity; . '

.7. The NCA ‘staff has been upgraded by the addition of professionals with
excellent education and experience backgrounds in business management, finan-
cial analysis, and the real estate industry.®

House Appropriations Committee I nwestigative Report

In April 1975 the House Committee on Appropriations, Subcom-
mittee on HUD-Independent Agencies, published an investigative
staff report on the Federal assistance program for new communities.®”
The committee directive requiring the study called for an evaluation of
the following:

Long-range projections of need for new communities,

The adequacy of current law relating to present assistance and démonstration,

The administration, implementation, and financial situation relating to current
projects, and )

Recommendations to be considered by the committee in fiscal year 1976 to
continue, terminate, or change financial support to assure a viable program.®
" The study covered 14 new communities that had been offered as-
sistance by the HUD Department; but it did not include Soul City,
the only free-standing new community in the program; Cedar River-
side, the only new-town-in-town in the program; or Radisson and
Roosevelt Island, the two communities which were guaranteed by
the New York State Urban Development Corporation and which
were determined to be eligiable for assistance under the Federal new

communities programs.

In assessing the need for new communities, the report reviews the-
aspects of metropolitan growth and development that led to the enact-
ment of Title VII—rural to urban migration, problems of the central
cities, the patterns of development of suburban areas of metropolitan

. 9 Margolis, Melvin. op. cit. p. 499.

97 7.8. Congress. House. Committee on Appropriations. Subc. on HUD-Independent
Agencies. Department of Housing and Urban Development-Independent Agencies Appro-
vriations for 1976. Hearings. Part 5. Department of Housing and Urban Development.
Washington, D.C. U.S. Govt. Print. Off., 1975. (94th Cong., 1st gess.) p. 740-797.

(Agency comments on the investigative report are set forth at p. 797-810.)
98 Ibid. p. 744.
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regions and heir implications for the adequacy and efficiency of pub-
lic services provisions, destruction of natural resources, degradation
of the environment, and socio-economic stratification—and it discusses,
the nation’s experience with new communities. Many of the points
made by the report echo points made in a study done by the University
of North Carolina * and in the evaluation study prepared by the U.S.
Department of Housing and Urban Development.’*® The report said:

After 6 years of federally assisted new comunity development, the program
has shown mixed results. New communities have scored well in a number of areas.
They have demonstrated that they: are an effective means of ordering urban
growth and promoting efficient use of resources; have a positive fiscal impact on
their local jurisdictions; and have raised development and environmental stand-
ards in these areas.

Conversely ,it has been noted that new communities have; presented a qualify
of life which is only marginally superior to normal developments; made no sub-
stantial progress over normal developments toward racial and economic inte-
gration; done little that is truly innovative; or not as yet made a significant
conrtibution toward producing needed housing or redirecting existing national
growth patterns.

In total. new communities have not reached the high expectations of their pro-
ponents. Many of the areas in which new communities have done well have been
matched by other forms of urban development, with less cost and risks to the
developers, less Federal involvement, and fewer:administrative problems., The
consensus appears to be that new community development on a national scale
is not feasible as originally envisioned, and that alternative forms of urban de-
velopment should be explored and encouraged, including planned unit develop-
ment and improved State and local government land use planning. In the mean-
time, the existing new communities, if economically viable, should be supported
by the Government as “living urban laboratories.” . -

However, this does not imply that much needed program improvements, great-
er coordination between all governmental element§ and industry, as well as effi-
cient and effective use of resources cannot be realized in the meanwhile.™™

The report concludes that large scale new community development
may not be the best way to achieve the purposes of Title VII. It says:

‘While new communities have been effective mechanisms in alleviating some of
the problems associated with growth, they also have certain features which make
them extremely difficult to carry out. Their largé size and the lengthy development
periods make them expensive, risky, and -complex ventures to successfully and
profitably complete. This has made the concept unattractive to prospective devel-
opers and lenders alike—even the Federal support.!™

The investigative report does not consider implications of the new
demographic patterns for long-range needs for large-scale new com-
munities or their smaller alternatives, planed unit developments
(PUDs). These new demographic patterns, which are significantly
different from the demographic patterns that eventually led to the
enactment of Title VII, consist of slowed and sométimes reversed
growth in the large metropolitan areas, increased growth of smaller

¢ The University of North Carolina Study is discussed elsewhere in this chapter and
in a statement by Jonathan B. Howes in U.S. Congress. House. Committee on Banking,
Currency and Housing. Sube. on Housing and Community Development. Overgight Hearings
on the New Communities Program. Op. ecit. p. 23-27. See also U.S. Congress. House
Committee on Banking, Currency and Housing.  Sube. on Housing and Community Devel-
opment. Executive Summary. New Communities U.S.A. Results of a National Study by
the Center for Urban and Regional Studies. University of North Carolina at Chapel Hill.
2Committee print. Washington, D.C., U.8. Govt. Print, Off., 1975. (94th Cong., 1st sess.)

9 p.
10 .8, Dept. of Housing and Urban Development. Office of Policy Development and
Research. Office of Program Analysis and Evaluation. Op. cit. p. 740.
1@ .S, Congress. House. Committee on. Appropriations. Subc. on HUD-Independent
Agencies. Op. eit. p. 740.
102 Thid. p. 752. ’
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metropolitan areas, and a reversal of the flow of population out of non-
metropolitan areas. The report does not include such a discussion be-
cause analyses revealing the new population trends during the 1970
1974 period were not generally available until after the report had
been prepared.

The investigative report assesses the adequacy of the new communi-
ties legislation in terms of how well it has helped in obtaining in fi-
nancing for new community development, in assembling land for the
large sites that are required, and in coordinating arrangements for
site and related improvements. 4

The new communities legislation sought to aid in obtaining adequate
financing by providing loan guarantees to reduce the risk to lenders,
loans to developers to help them meet interest payments during the ini-
tial years of development, public service grants, supplemental grants
for public facilities, technical assistance and special planning grants.
These legislative provisions were found to be satisfactory by the in-
vestigative report, although the HUD Department is implicitly criti-
cized for not fully implementing the provisions of the law. The report
summarizes these findings as follows:

The loan guarantees have worked well. Studies show they provide developers
with long-term financing, at reasonable cost, which otherwise would not have
been- available. Developers claim that without the guarantees, they could not
have attempted the current projects at their present scale.

The basic and supplementary infrastructure grants, before they were sus-
pended by the Administration, were a valuable financial resource to developers.
One study showed the grants were worth the equivalent of 8.3 percent of a de-
veloper’s guaranteed debentures. According to the developers, the grants made
them competitive, pricewise, with traditional tract developments and gained for
them the support of local governments. Developers who did not receive grants
claimed their chances of achieving the program’s social goals were hurt.

The basic supplementary grants were replaced by title I block grants in Aug-
ust 1974. Developers are generally satisfied with the features of title I, which
sets aside discretionary funds for new communities. They were unable to com-
ment on how effectively title I will serve their needs because HUD has not yet
released any funds or officially stated how much will be allocated to new
communities.

" The special planning assistance which Congress intended for new communities
was never released by the Administration. On a limited basis, HUD has used
other program funds to assist developers, but developers considered HUD efforts
unsatisfactory.

Developers also were dissatisfied with the level of technical assistance made
available by HUD. As a result, new communities have done little that is truly
innovative.

Interest loans were another feature of title VII which HUD chose not to im-
plement. Within the past year, as developers have experienced financial diffii-
culties, they have sought to use this feature to pay the interest on their guaran-
teed bonds. Considerable confusion exists within HUD regarding the legality of
using interest loans for this purpose.103

The investigators found that the new communities program aided
developers in the land assembly process only indirectly and that the
power of eminent domain was the only additional tool that would
make a significant impact on the land assembly problem.

Investigators also judged to be adequate the provisions of the legis-
lation intended to facilitate coordination required in arranging site and
related improvements with public bodies, although the report points
out that HUD did not fully implement these provisions of the statute.

103 Thid. p. 741.
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In assessing the administration of the new communities program,
the report says, “The most significant deficiency affecting the imple-
mentation and administration of the new communities program has
been staffing,” which until recently, “did not have the quantity or dis-
ciplines needed to properly administer the program.” 1

The report criticizes the HUD Department’s Office of General
Council for being a “bottleneck”, for making “unreasonable demands
of developers,” and for becoming “involved in nonlegal and policy
matters outside their purviews.” s The report’s critique of HUD’s
administration of the program also touches on the department’s fail-
ure to issue formal regulations, for its having done little “to foster
true intergovernmental cooperation on new communities,” ¢ and for
failure to “monitor the projects until they were in serious trouble.” **’
Tt also criticizes developers for having “disregarded good business and
management practices when formulating projects.” *** Many of the
study’s criticisms echo the findings of the GAQ’s 1974 report on the

program.'®® ) .
The investigative study makes the following recommendations:

The committee may desire to either recommend or direct HUD to take the
following actions :

(1) Maintain the moratorium om accepting applications for guarantee as-
sistance to new projects until such time as the feasibility of new community
development becomes more apparent.

(2) Increase evaluation of alternative forms of urban development which
appear to achieve the same goals of new communities, but with less Federal
involvement and less cost. With respect to PUD’s, the evaluation should: (a)
Determine the feasibility of PUD’s in meeting our urban growth needs; (b) De-
termine what Federal asistance—financial or otherwise—would be needed to:
(1) encourage developers to carry out PUD’s in mumbers sufficient to have a
significant impact, (2) encourage the achievement of our social objectives
through PUD development, for example, low- and moderate-income housing
innovation, et cetera, and, (3) encourage local governments to accept and support
sound, socially stable PUD developments in their areas.

With regard to the role of the State and local governments, ways should be
studied in which the government could encourage them to implement the con-
cepts of land use planning.

(8) Issue formal regulations and guidelines on the new communities program,
setting forth pertinent departmemt policies.

(4) Improve intradepartmental coordination on new communities by (a) in-
volving all HUD offices having significant impact on the successful implementa-
tion of new communities in periodic reviews of the projects, and (b) revising
HUD regulations, where appropriate, to eliminate unnecessary and duplicate
processing by separate HUD offices on matters affecting new communities.

(5) Earmark discretionary funds to emcourage and strengthen the ability of
State and local governments impacted by HUD new communities to effectively
work with developers.

(6) Explore ways by which the Federal Government could encourage States
to establish special district or public authorities to ease coordination between
developers and local authorities.

(7) Reduce the friction that now exists between itself and developers by:
(a) defining the appropriate role which each of the principle participants in a
new community development should play; (b) studying the feasibility of revising
the project agreements so that the contractual obligations of the developers and

104 Thid. p. 741.

16 Thid. p. 741.

108 Thid. p. 742.

107 Thid. p. T42.

108 Thid. 8 742, .

1% .S, Comptroller General. Report to Congress. Getting the New Communities Program
E’tartfg :lgl?gress and Problems. B-1790971. Washington, D.C., U.S. Gen. Acct. Off,

ov. 15, .
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the Government reflect their appropriate roles in new community developments;
(c) establishing the degree of risk which the Government is realistically willing
to accept on guaranteed debentures and how the Government’s interests could
be adequately secured; and, (d) determining ways of minimizing the Govern-
ment’s involvement into developers’ daily land development activities, yet still
provide the Government with the mecessary assurance that developers were
complying with their project agreements.

The committee may want to consider the following actions:

(1) Require HUD to perform an in-depth analysis of the economic feasibility

of each HUD-guaranteed project, and report to the committee their recom-
mendations on each project.
_ (2) When analysis indicates that a project is unfeasible and that foreclosure
is in the best interest of all concerned, that HUD submit recommendations
regarding ways to minimize the losses to the Federal Government and the
adverse impact on local residents and government.

(3) Amending the existing legislation to emphasize the experimental char-
acter of viable HUD-guaranteed projects. Such legislation should recognize the
need for: (a) Ongoing research and evaluation of the new community develop-
ment and means for disseminating the results of the research to developers,
urban planners, local governments, and other interested parties; (b) furnishing
sufficient financial and technical assistance to new communities to allow them
to carry out innovative social and environmental programs including programs
for providing housing to-low- and. moderate-income  people; and (c¢) providing
sufficient funds for major infrastructure items so the new communities can be
competitive with normal developments. - ,

(4) Clarify the intent of the interest loan provision in the legislation so as
to remove the considerable confusion that presently exists.M

Guidelines for Postal Officials and New Town Developers Updated

In 1978 the U.S. Postal Service prepared a set of guidelines for
postal managers “to facilitate and systematize their participation in
the early stages of ‘new towns’ planning”*** in order to have the
opportunity to “effect cost savings in the provision of postal services
in such key areas as: centralized method of delivery; planning carrier
routes; planning appropriate kinds and sizes of facilities for proc-
essing and/or retail services; ete.” 12 In June 1975 the Postal Service
issued an updated version of the guidelines entitled “New Towns
and the U.S. Postal Service : Some Guidelines for Postal Officials and
New Town Developers.” The new edition modifies some of the original
guidelines as the result of two years of experience and reviews current
frends in the economic situation of new town developers as back-
ground for the postal service planning efforts of regional and local
postal officials.

Proposed Abolition of New Community Development O&pomtion

- On July 31,1975, Senator Proxmire introduced S. 2234, the “Federal
Agency Efficiency. Act,” which would abolish a number of Federal
agencies. Among the agencies to be abolished were the New Com-
munities Development Corporation and the New Communities
Administration which set policy for and manage the Federal assist-
ance programs for new communities under the provisions of Title VII
(Part B) of the Housing and Urban Development Act of 1970 and
10 7.8, Congress. House. Committee on Appropriations. Sube. HUD-I
Agencies. Op. cit. pp. 743, 744, . . P p on S 'rlfiependent
11.Clted in U.S. Postal Service. Finance Départment. Economic "Analysis Division. New
Towns and the U.S. Postal Service: Some Guidelines for Postal Officlals and New Town
Developers. Prepared by Bernard P. Bernsten, Principal Economist. Washington, D.C,

U.8. Postal Service, July 2, 1875 [p. ii].
12 {J.8. Postal Service. op. cit. p. 2.
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Title IV of the Housing and Urban Development Act of 1968. In his
statement introducing the bill, Senator Proxmire said :

New towns are upper middle class institutions with no specific functions that
should be subsidized. They need so much front-end money most of them are broke

or going broke in any case. This has been a mistaken experiment. We should
get out of it—now .

Academy for Contemporary Problems Report on New Communities

At the request of the ranking majority member of the House Sub-
committee on Housing and Community Development **4 the Academy
for Contemporary Problems convened a panel of experts to review the
status of the Title VII New Communities Program and to formulate
recommendations for the Subcommittee to consider as part of its over-
sight responsibilities. The panel, which consisted of developers, finan-
ciers, academic experts and governmental officials, was convened at the
Academy in May 1975 and submitted its report in September.**®

The Academy’s panel reaffirmed that the new communities program
has been going through a period of severe difficulty, related in part to
national economic conditions and in part to other problems. The panel
judged that the first priority was to salvage the projects already in
the Title VII program through such action as encouraging refinancing
of most of the projects. The report also said, . . . it is apparent that
far more discipline on the part of both developers and the Federal
agency should be required in the future with respect to economic analy-
sis and financial planning.21® : o

The panel recommended that the following actions be taken immedi-
ately : (1) Salvage the existing projects and bring about sound financ-
ing; (2) Improve the administration of the program on the part of
both the government and developers; and (8) Fund all sections of the
Act needed to successfully carry out the program.*? ,

The panel directed special criticism toward the HUD Department’s
failure to publish clear guidelines and regulations for developers. The
report said, “Failure to publish such information has guaranteed fric-
tion and troubles in implementation of the program.’ 18

During its deliberations the panel explored five options for the pro-
gram’s future. The first option, which none of the panel members sup-
ported, was to terminate the Title VII program.

The second option was to leave the statute as it is and to make fun-
damental improvements in the implementation of the program. Most
of the panel favored this option. Improvements in administration
would include full funding of all programs under the act, although
the panel recommended that “priorities under the act be reexamined

19171§Pronsnln4i§8,l William. Statement in the Congressional Record. Dally Editlon, August 1,
3. p. .
114 Aghley, Thomas L. Correspondence to Ralph R. Widner dated March 11, 1975,

115 Academy for Contemporary Problems. New Communities and National Urban Growth
Policy ; an Assessment of the Federal New Communities Program under Title VII of the
Urban Growth and New Communities Development Act of 1970. A Report prepared at the
Request of the Subcommittee on Housing and Community Development, Committee on
Banking and Currency, U.S. House of Representatives. In U.8. Congress. House. Commit-
tee on Banking, Currency and Housing, Subcommittee on Housing and Community Devel-
opment. Oversight Hearings on the New Communities Program. Hearings. Washington,
U.S. Govt. Print. Off., 1975. (94th Cong., 1st sess.) pp. 265-330.

18 Thid. pp. 270, 271.

17 1bid. p. 272.

s Thid. p. 272.
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in the light of new national growth and development issues.” 1*® The
panel also recommended that under this option “pre-serviced develop-
ments that are less comprehensive than new communities be made
eligible for assistance when they will accomplish the purposes of the
Act,” that “administration of the program be scrutinized with an eye
to assuring full coordination of other Federal programs,” and that
“States and localities be encouraged to join in initiating and support-
ing developments under the Act by full use of the incentives for
State and local initiatives that are provided under the act.” 12

The third option considered was amendments to the statute. The
panel said, “If the statute were simply to be improved, a step that
should be seriously considered once the present crisis is resolved,
amendments should be designed to:

Encourage State and local governments to establish new community develop-
ment mechanisms.

Provide major public assistance for the financing of land assembly and infra-
structures.

Provide grants for sharing the costs of social and environmental overheads
associated with the new communities with the public bearing some of the front-
end costs associated with the attainment of public objectives.

Assure that new communities are eligible for the same grant assistance as
other developers.

Enable new community districts to be eligible for block grants and revenue
sharing on the same basis as a local jurisdiction. Such districts can be created
under State law for the purpose of providing certain powers normally reserved
to local government for the purpose of establishing and servicing a community
and providing for its governance.

Provide for negotiated moratoria on debt service during recessions depending
on circumstances in any given project.

Replace the long-term financial program with a 3-7 year incremental system
under which developers would assemble and develop village-size tracts and
release them for sale. Remaining tracts should be banked by a public body and
released for development as appropriate to phased growth of the over-all
project.” =

The fourth and fifth options consisted of alternative approaches to
replacing the existing statute, options that should be considered, said
the panel, only after clarification of (1) a national urban policy, and
(2) the role of new communities or other pre-serviced developments
in such a national policy. The fourth option provided for:

Provide incentives for Public Development Corporations at the state and local
level for land assembly, land banking, and provision of infrastructure, ete.

Establish a linked intergovernmental system (Federal-state-local) to provide
concerted assistance and planning ;

Through the intergovernmental procedures, designate regions for new com-
munity development;

Provide incentives and support for local and regional land banking systems
in areas designated for new community development ;

Provide for the timed release of such lands for new community development
in succeeding village sized tracts requiring 3-7 years for development.

Provide a full range of industrial development aids and a balanced series of
housing assistance programs.’*

The fifth option, which the panel termed “more far-reaching” than
the fourth option, consisted of the following:

19 Thid. p. 279.

120 Thid,

21 Thid. pp. 280, 281.
122 Ibid. p. 282.
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Create a Federally chartered corporation to replace the present New Com-
munities Administration, with powers to assemble land for and promote the
development of new communities ;

Establish a national land reserve program ;

Provide for the timed release of land held in the reserve for development;

Create limited profit corporations to carry out specific developments and
provide adequate financing.*

The panel believed that this fifth approach would not give rise to any
market oriented development.

House Oversight Hearings

In September 1975 the House Committee on Banking, Currency,
and Housing, Subcommittee on Housing and Community Develop- -
ment held oversight hearings on the Federal new communities pro-
gram.’>* The purpose of the hearings was to “inquire into the entire
structure of Title VII to find out how [the problems of the new com-
munities program] came about and the real roots of this troubled
situation.” 2 The hearings were organized so as to cover the following
areas:

1. Trends in large-scale development in the United States.

2. Financing problems of large-scale development in the United States.

3. The current status of private large-scale new community development in
the United States.

4. The current status of the Title VII program.

5. The future prospects of the Title VII program.

6. The potential for State government involvement and support.

7. The views of a mayor of an existing Title VII town.

8. The views of selected sponsors of Title VII new towns. )

9. The views of the U.S. Department of Housing and Urban _Development.m‘

No report or staff summary of the hearings has been issued by the

Subcommittee subsequent to these hearings.

University of North Carolina Study

At the same time that it held oversight hearings the House Sub-
committee on Housing and Community Development issued a com-
mittee print of the executive summary of a national study of new
communities performed by the University of North Carolina.*” The
study, which was based upon data collected in 36 communities,!?®
aimed at providing “Federal, state, and local officials as well as private
developers, with: (1) an improved base of information to use in
judging the merits of new community development as an urban growth

113 Yhid. p. 283.

24 . 8. gongress. Committee on Banking, Currency and Housing, Subcommittee on Hous-
ing and Community Development. Oversight hearings on the New Communitles Pro-
gram, September 28, 29, and 30, 1975. Washington, U.S. Govt. Print. Off., 1975. (94th
Cong., 1st sess.) 532 pp.

125 Aghley, Thomas L. Statement opening oversight hearings. Ibid. p. 1.

128 Mields, Hugh. Summary Report and Recommendations on the Oversight Hearings on
the Urbamw Growth and New Communities Act. Part B—Development of New Communities.
Draft. December 1975 [pp. 16, 17].

127 J.S. Congress. House. Commitee on Banking, Currency and Housing. Suhcommittee
on Housing and Community Development. Executive Summary. New Communities U.S.A.
Results of a National Study by the Center for Urban and Reglonal Studtes, University of
North Carolina at Chapel Hill. Committee Print. Washington, U.S. Govt. Print. Off.,, 1975.
(Q%thlg_?gg.; 1st sess.) The complete study was expected to be published in book form in
early 3

123 Of the 36 communities in the study, 13 were nmew communities developed privately
without Federal assistance, 2 were Federally assisted new communities, 2 were new com-
munities designed especially for the elderly as retirement communities, and the remainder
were conventional communities included for purposes of comparison and statistical control.
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alternative; and (2) an indication of critical factors affecting the suc-
cess or failure of new communities in meeting the needs of all their
residents.” # The policy questlons addresed by the study were the
following:

Are Federally guaranteed new communities contributing more to residents’
quality of life than non-guaranteed new communities and less planned
env1r0nments"

‘Which characteristies. if housing, neighborhood design, community facilities,
and governmental mechanisms contribute most to the quality of life of new com-
munity residents, including. minorities, low income families, the elderly, and
teenagers?

‘Which factors in the developer decision process leads to new community charac-
teristics that contribute most to the quality of life of new community residents?

How has the Federal new community development program influenced de-
veloper decisions regarding housing, neighborhood design, community facilities,
and governmental mechanismg?

How can the Federal new community development program be applied most
-effectively to produce communities which promise to improve the quality of life
of their residents? 130

The study found that the advantage of new communities were found
to include:

(1) better land use planning and access to community facilities;
(2) reduction in automobile travel ; .
© {3) superior recreation facilities;
(4) enhanced community livability ; and )
(5) improved living environments for low- and moderate-income households,
blacks, and the elderly. 13t

In a number of ways, however, the new communities were found to
do well, but frequently not better than conventional communities.
' Accordlng to the North Carolina study, these include:

(1) satisfaction of many of the key goals families hoped to achieve in moving
to new communities and conventional communities;

(2) 'evaluations of housing and neighborhood hvablhty H

(3) residents’ social perspectives and part101pat10n in community life;

(4) satisfaction with the quality of life; -

(5) provision of some community services; and

(6) community governance, 132

In assessing the policy implications of their findings, the authors of
the North Carolina study favor involvement in new community de-
velopment in order to better achieve “population balance” and “full
variety of community service systems called for in the new community
concept and Federal new community standards.” ** The authors point
out that Federal involvement is no assurance of improvement:

At the same time, it seems clear that if the Federal new communities pro-
gram is operated solely as a loan guarantee program, assisted new communities
will stand little better chance of fully achieving Federal new community stand-
ards than new communities developed without Federal assistance

12 .8, Congress. House. Committee on Banking, Currency and Housing., Subcommittee
on Hous&ng a2nd Community Development. Op. eit. p.
120 Thid. p.
3 Thid. p. 5.
12 Thid. p. 6.
133 Thid. p. 10.
134 Tbid. p. 10.
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. PeExpixe Issues v RENEwWING OLdp CoMMUNITIES AND CREATING
NEw CoMMUNITIES

The period of transition in governmental policy on the nation’s cities
noted during 1974 continued during 1975. Finding the most desirable
way to conserve the investments that have already been made in the
nation’s cities was a major concern, a concern made more urgent by
the spreading fiscal malaise of urban governments. A statement on na-
tional municipal policy by the National League of Cities, for example,
said:

National urban policy must conserve existing urban resources. Conservation
demands a better use of physical structures, economic relationships, and
human skills rather than investment in competitive new development outside
existing urban areas. National policies must encourage efficient upgrading and
continual reuse of urban resources, not dispersal of new growth and abandon-
ment of cities. ) :

Instituting a policy of urban conservation requires examination of existing
federal program and policy biases which promote undesirable consequences. Pro-
posals for national urban policy components should identify and correct pressures
which thwart efforts to maintain and renew existing urban resources. Cities
must be provided with maximum flexibility in program design and re-
source allocated within the framework of agreed upon national performance
standards.®

The 1975 statement on national municipal policy raised as issues a
series of Federal biases that inhibit urban conservation and encourage
- decay and that can be seen in certain aspects of Federal housing, trans-
portation, taxation, procurement, income, and social welfare policies.
The range of the policy issues indicated by these alleged biases identi-
fied by the National League of Cities suggests, as has Professor Harvey
Perloff of the University of California, Los Angeles, that we are at the
point of designing a “second generation urban policy.” 1*¢ In hearings
before the House Committee on Banking, Currency and Housing,
Professor Perloff said : '

Urban policies and programs during the generation from the end of World
War II had certain characteristics that almost guaranteed mixed good and bad
results, Frequently they attacked the outer manifestation of the problems rather
than the underlying causes, as was true of slum clearance; they functioned in
isolation from each other, as with the carefully defended highway building pro-
gram; and their scale and time horizon for planning and action were unrelated
to the depth and scope of the problems involved. This latter point was true of
the great majority of the urban programs up to date.

The time has surely come to try to see the picture whole and to deal with our
urban difficulties in a comprehensive and sustained manner.®

Data became available during 1975 to demonstrate that Professor
Perloff’s appeal was not mere rhetoric. The emerging national and
regional demographic trends clearly illustrated the linkages among
nationwide patterns of growth, the need for public services, the fiscal
difficulties of the cities, and the need for urban conservation.

155 National League of Cities. Natlonal Municipal Policy. Washington, D.C., National
League of Cities, 1975, pp. 41, 42,

18 Perloff, Harvey S. in U.S. Congress. House. Committee on Banking, Currency and
Housing. The Federal Government and the Future of Urban Life. Hearings. Washington,
D(]Jz7 I%i?l Gogt. Print. Off., 1975. (94th Cong., 1st sess.) p. 3.

. p. 3.




108

The fiscal conditions of the nation’s cities were still largely undocu-
mented at the end of 1975, in spite of some semial research undertak-
ings. The fiscal crisis of New York City had been temporarily averted,
but the longer-term capability of that great city to achieve a new fiscal
stability was still in question. Likewise there was still a large set of
questions about the growing fiscal difficulties of many cities. What
other cities were near the point of finding the doors of the money
markets closed to them ? What were the longer-term prospects of other
cities for meeting their own financial needs? What were the prospects
for urban fiscal stability ?

The close linkage betwen fiscal position and the ability of a local
government to provide urban services raises issues of changes in the
structure and level of taxation to support public service delivery and
of the partial privatization of services that are currently delivered by
public bodies.

The fiscal problems of Federally-assisted new communities remained
unsolved at the end of 1975. Whether efforts by the HUD Department
to tighten its administration of the program would help or whether
economic recovery in the nation as a whole would help were again
unanswered questions at the close of the year.

In summary, the uncertainty that characterized 1974 characterized
1975 as well, and the central issue for both new and old communities
was how to cope with emerging financial difficulties.



CraptEr IV. TOWARD A DECENT HOME

InTRODUCTION

The production and location of housing must be a basic concern of
national growth policy. Production was much affected in 1975 by those
factors which impinged upon national growth during the year. The
inflationary forces of 1974 continued into 1975 and combined with a
recessionary trend to produce a drastic decline in the housing industry.
While housing indicators had shown 1974 to be one of the worst years
for housing in recent decades, 1975 was even worse. Housing starts
totaled 1,160,400 in 1975, 14 percent below the 1974 figure of 1,337,000.
This drop was accounted for entirely by the multifamily sector which
underwent a 96 percent decline in starts from 381,600 in 1974 to 204,300
in 1975. Unemployment in the construction industry climbed to 21
percent at one point during the year.

While the primary mortgage lenders experienced a record inflow of
savings in 1975, totaling $48 billion through November (compared to
$19 billion in 1924}, high interest rates for home loans which averaged
9.01 percent in 1975 continued to push homeownership out of the reach
of many middle-class families. This factor, combined with high un-
employment and high prices resulted in a large inventory of 450,000
unsold single family homes, condominiums, cooperatives and mobile
homes last winter, which presumably had to be sold before builders
would undertake new construction.

Although the construction industry did not lead the economy out
of the recession, as historically has happened, by mid-year there was
evidence of its slow recovery. Housing starts were at a 1,365,000 annual
rate by the last quarter of 1975 and unemployment in the construction
industry was falling. The multifamily sector, however, continues to be
plagued with high interest rates and sharply increased operating
costs, which have dampened interest in apartment building and thus
left this segment of the industry in a depressed state.

In 1975, the Congress acted to stimulate the housing market through
passage of the Emergency Housing Act of 1975 (Public Law 94-50),
which provided emergency and temporary assistance designed to aid
new home sales, lower the housing inventory, and provide relief to
unemployed homeowners. In addition, the Tax Reduction Act of 1975
(Public Law 94-12) included a provision designed to stimulate the
housing industry by providing a tax credit for home purchases, under
certain circumstances. Public Law 94173 authorized minor changes in
existing housing laws, including increased ceilings on Federally in-
sured loans for the purchase of mobile homes and extension of author-
ity to implement a national flood insurance program.

Proposals that would lead to signficant changes in the function and
structure of the nation’s financial institutions were given consider-
able attention in 1975. In response to Federal Home Loan Bank Board
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proposals that would allow savings and loan institutions to make vari-
able rate mortgages, the House passed a bill (HL.R. 6209) that would
block such mortgages. The Senate also expressed opposition to this
proposal through S. Con. Res. 45. Late in the year, the FHLBB with-
drew its proposed regulations.

The Congress also acted in 1975 on various consumer aspects of
housing. Flearings were held on reported abuses in the growing condo-
minium market. The Real Estate Settlement Procedures Act Amend-
ments of 1975 (Public Law 94-205) replaced the original RESPA
requirement that lenders disclose the costs of each settlement service at
least 12 days prior to closing with a requirement that lenders print
estimated settlement costs in the information booklet they give loan
applicants.

Other amendments increased the limit on escrow accounts for taxes
and insurance payments, and repealed the requirement for disclosure of
the previous selling price. The Home Mortgage Disclosure Act (Public
Law 94-200) was designed to discourage mortgage lenders from dis-
criminating arbitrarily against certain neighborhoods. The law re-
quires lending institutions within SMSA’s to disclose informaton
relating to the location of mortgage loans, the number and amount of
such loans that are Federally insured, and the number and amount of

home improvement loans.

Feperar Housmng Poricy

In response to the poor condition of housing markets evident at the
beginning of the year, legislation enacted in 1975 provided emergency
and temporary measures attempting to aid new home sales, lower the
housing inventory, and provide relief to unemployed homeowners.
More substantial Tevisions in housing laws were put off until 1976.
Considerable attention, however, was given to financial institution re-
form, recognizing that housing finance suffers disproportionately dur-
ing periods of tight money and high interest rates. Efforts were made
to bring about structural reforms in the savings and loan industry and
the mortgage market that would contribute to a better long-run flow
of funds into mortgage credit. Federal aid to new housing construction
was minimal in 1975, coming mainly from the extension of secondary
mortgage market support, and the reactivation of two housing pro-
grams section 202 housing for the elderly and section 235 homeowner-
sﬁip assistance—although neither went into effect until near the end of
the year. :

Many anxiously awaited the implementation of the new section 8
Housing Assistance Program—HUD’s major vehicle to provide sub-
sidized housing. Its progress with respect to new construction seemed
to be impeded by the depressed housing industry, thus making existing
housing the major means through which to provide subsidies. High
rates of foreclosures and defaults on FHA-insured properties spurred
initiatives to help deviate the problems through better monitoring of
mortgage lenders. A system to improve the monitoring of its own per-
formance was also instituted by the Department of Housing and Urban
Development.
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Housing Legislation

For the first time sinee the Great Depression, Congress began con-
sideration in January 1975 of legislation to protect unemployed home-
owners from mortgage foreclosure. On June 97th, after six months of
work on attempts to reconcile differences between the Administration
and the Congress, the President signed the Emergency Housing Act of
1975 (Public Law 94-50). Congress sent the bill, H.R. 5398, to the
President after failing to override the veto of a more extensive housing
aid measure, H.R. 4485.

The Emergency Homeowners Act of 1975 authorizes standby
authority for HUD to provide emergency homeowners relief which
would take one of two forms. Mortgagors who are threatened with
foreclosure because of unemployment or underemployment may benefit
from direct payment of carrying costs to mortgage holders on behalf
of the mortgagor, of up to $250 a month for a period of 12 months, re-
newable for an additional 12 months at HUD’s option. The loans are
repayable by the mortgagor at interest rates not to exceed the FHA
rate on insured mortgages, and HUD may defer any repayment unti
one year or longer after the date of the last loan payment. The second
form of assistance is co-insurance of forebearance loans. Prior to di-
rect payments as described above. HUD would offer insurance of loans
or advances made to delinquent mortgagors, thus encouraging mort-
gagees to show forebearance towards homeowners delinquent in the
mortgage payments. Ninet percent of the loss on any one loan would
be repaid by HUD. To heﬁ,p sustain the recovery in private housing
starts, Title II of the Emergency Homeowners Act amends the Emer-
gency Home Purchase Assistance Act of 1974, to provide for the pur-
chase of mortgages by GNMA (under the Tandem Plan) to lower the
interest rate to 714 percent.

At the Administration’s discretion, HUD is authorized to purchase
an additional $10 billion in below-market interest rate mortgages.
This supplements the $7.75 billion in mortgage purchasing authority
provided under the Emergency Home Purchase Assistance’ Act of
1974 ; the last portion—$2 billion—of that authority had been released
for commitment just before mid-year. The coverage of loans eligible
for the GNMA. Tandem purchase program was broadened to include
conventional mortgages on multifamily rental structures, cooperative
apartments and individual condominiums.

Title ITT of P.L. 94-50 extends the Section 312 home rehabilitation’
loan program for one year to July 1, 1976 it also extends for seven
months the time during which eligible homeowners can claim comensa-
tion for major defects under Section 518(b), and postpones for six
months the deadline for sanctions in the flood insurance program for
existing homes, until January 1, 1976.

The major difference between the Kmergency Housing Act of 1975
and the vetoed bill, H.R. 4485, was that the latter would have provided
more extensive aid to home purchasers whose monies did not exceed
120 percent of median income for the area subject to exceptions by
HUD. The bill offered a choice of three kinds of subsidies: (1) a sub-
sidy to cover the cost of lowering the mortgage interest rate to 6 percent
for three years, or; (2) a subsidy to cover the cost of lowering the rate
to 7 percent over the life of the loan, or; (3) the payment of $1,000
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as a home purchase incentive to be made as a downpayment for a home
whose construction began after March 25, 1975. Eligible families would
have been offered their choice of assistance programs, to the extent
practicable.

The President’s veto message to the Congress, stated that the Ad-
ministration’s main concern with H.R. 4485 was that its more extensive
ald provisions would be “inflationary”.* In signing H.R. 5398, the
President noted however, that the “Administration is committed to a
prompt recovery of the housing industry and to getting construction
workers back on the job. Both of these objectives and actions are
crucial to our overall economic recovery.” 2

Title I of the Emergency Homeowners Act required FIUD to report
to the Congress on foreclosure and mortgage delinquency rates and
actions being taken to encourage forbearance within 60 days of en-
actment and at 60 day intervals thereafter until June 30, 1976. The
first report,® issued August 29, 1975, assessed current delinquency
trends and concluded that at present the best method of preventing
widespread foreclosures is voluntary forbearance rather than direct
HUD loans or HUD co-insurance of under advances to help home-
owners meet their mortgage obligations. The report describes the index
of delinquencies and foreclosures which HUD developed to trigger
implementation of the standby programs. Once the index, which 1s a
composite of delinquency surveys by the Veterans’ Administration
(VA), Federal Home Loan Bank Board (FHLBB), and various
lender trade groups, reached a level of 1.20 percent for any quarter,
consideration would be given to the implementations of the relief pro-
grams. The 1.20 level is only slightly above the peaks of the 1960-64
recession, HUD points out 1n the report.* The index registered 1.10
percent in the first quarter, 1.06 percent in the second quarter s and
1.12 percent in the third quarter —thus the policy of voluntary for-
bearance is being continued. With unemployment levels dropping, the
index is not expected to rise significantly in the near future.

Final regulations for the standby program were issued in the De-
cember 30 Federal Register. Although it was indicated that there had
been some support throughout the country to make foreclosure relief
available in regions experiencing the 1.20 foreclosure rate, HUD felt
that there was insufficient data by which to judge regional foreclosure
trends.” HUD did adopt suggestions that homeowner eligibility re-
quirements be liberalized.

In October, Congress appropriated half of the $10 billion authorized
for use by GNMA in its tandem program. By the end of the year none
of the money had been released ; however it was expected that early
in 1976 at least a portion of the $5 billion would be used to subsidize
government-backed mortgages for new apartment projects. This would
stimulate the multi-family sector of the construction industry, which

1 Weekly Coméyilation of Presidential Documents, vol. 11, No. 27, p. 676.

2 Thid., pp. 700-701,

8 Pirst Report to the Congress ony the Emergency Homeowners Relief Act. Submitted
to the Congress by the Secretary. U.S. Department of Housing and Urban Development,
W:}shlngton. D.C. 20410. August 29, 1975.

5182136113' lllébort to the Congress on the Emergency Homeowners Relief Act. Submitted
to the Congress by the Secretary, U.S. Department of Housing and Urban Development,

Washington, D.C. 20410. October 30, 1975,
¢ Third Report to the Congress on the Emergency Homeowners Relief Act. December 30,

1975.
7 40 Federal Register, 59866, December 30, 1975.
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has been the weakest part of the current gradual recovery in the hous-
ing industry.

Another 1975 measure designed to stimulate the housing industry
was a tax credit for home purchases, provided in the Tax Reduction
Act of 1975 (Public Law 94-12). Signed on March 30, 1975, the tax
credit was interrded to help reduce builders’ inventories of newly con-
structed, but never sold or occupied, single-family homes and condo-
minium and cooperative units. It also applies to purchasers of mobile
homes under construction or completed in manufacturers’ plants.

Generally, the credit cannot exceed 5 percent of the purchase price
of a principal residence up to a maximum of $2,000, provided con-
struction began before March 26, 1975, a lending contract for pur-
chase is entered into before January 1, 1976, and the house is occupied
by January 1, 1977. Also, the price of the home must not have been
raised since February 28,1975.

The tax credit was prompted by the large umsold inventory of
single-family homes, condominiums, cooperatives and mobile homes
mentioned earlier. There has been considerable disagreement over the
impact of the tax credit for new home purchases. Many home builders
felt that the tax credit was an effective boost to inventory sales, and that
they would start new construction as a result of it.® However, the Sec-
retary of HUD testified before the Senate Banking, Housing and Ur-
ban Affairs Committee in November that the FHLBB estimated that
of the 300,000 homes sold in the few months after the implementation
of the tax credit, possibly 35,000 were affected by the tax credit.® Fur-
ther, it was indicated that the effect of the program was “minimal and
very costly since the credit was available to buyers who were going to
buy homes regardless of whether they received the 5 percent credit.” *°

Toward the end of the year, the Congress enacted S. 848, which
made minor changes in various housing laws. The major provision
of the law (Pub. I.. 94-173) increases the ceilings on federally insured
loans for the purchase of mobile homes to $12,500 for regular mobile
homes and to $20,000 for double-width units. Other provisions of the
Act allow HUD to raise the maximum amounts insurable under FHA
multifamily programs by 75 percent in high cost areas: repeal the
10 percent limitation on the number of units in projects insured and
subsidized under Sections 221 (i) and 236 which can be rented to single
person, non-elderly household; and extend authority to implement
a national flood insurance program on an emergency basis for an
additional year, through December 31. 1976. A similar bill, H.R. 9852,
was passed in the House and subsequently amended substantially in
the Senate earlier in 1975. In addition to those provisions contained
in the bill which became law, H.R. 9852 as amended would have
amended the Housing and Community Development Act of 1974 in
order to clarify the priority of funding under Title I of the Act;
further amended the National Flood Insurance Act; increased the
mortgage limits eligible for insurance under Section 235 of the
National Housing Act, and extended the insurance authority for

® Congressional Record. v. 121 May 13. 1975. 8. 80068007 (Reprints from the Wall
Street Journal, May 12, 1975 and from the Washington Post, May 10. 1975.)

o [0.S. Congress, Senate. Committee on Banking, Housing and Urban Affairs. Oversight
of HUD Housing Programs. Hearing, 94th Congress, 1st session Nov. 5, 1975. Washington,

U.S. Govt. Print. Off., 1975, p. 31.
10 Ibid., p. 31.
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Section 235 for one year up to June 30, 1977; transferred all insur-
ance obligations under Section 221 of the National Housing Act from
the FHA General Insurance Fund to the Special Risk Insurance
Fund; and clarified the authority of the Secretary of HUD to
co-insure mortgages under Section 244 of the National Housing Act
as well as extend the program.’* While it was considered neecssary
to pass the shorter S. 848 before the end of the year so as to permt
continuity in the expiring emergency flood insurance provisions, it
is likely that more extensive amendments to various housing laws
similar to those contained in H.R. 9852 will be considered in 1976
when there is more time to work out differences.

Housing Finance Legislation

Considerable attention was given in 1975 to proposals which would
lead to significant changes in the function and structure of the
nations’ financial institutions. The President submitted to the Con-
gress on March 19 the Administration’s Financial Institutions Act
of 1975, stating that “the regulation of our financial institutions has
not been fully responsive to either the changing needs of our economy
or to the changes in.the scope and functions of our financial institu-
tions. During the past nine years the cyclical movement of interest
rates has imposed major strains on the institutions that serve savers
and finance housing.” 12 The Act is a revised version of an Adminis-
tration. bill introduced in 1973, and incorporates recommendations
issued in December 1971 by the Presidential Commission on Financial
Structure and Regulation (the Hunt Commission.) In general, the
Administration proposals reflect the Hunt Commission philosophy
that the most efficient way to allocate scarce funds is to provide for
more competition among financial institutions and to encourage free
market activities. Recognizing too that housing is an area of high
social priority which does not always receive sufficient funds through
the operation of competitive forces, the Administration recommends
various government aids to housing and finance, including a special
tax credit to all mortgage lenders. ,

The Senate Subcommittee on Financial Institutions held hearings
in May and June, 1975, on the Financial Institutions Act of 1975,
and the Senate passed the Act, S. 126, as amended, on December 11,
1975. Provisions of the bill which would have an impact on housing
include the removal of interest rate ceilings on time and savings
deposits for thrift institutions and commercial banks (Regulation Q
cellings) after 514 years. The proposals are designed to correct the
current imbalance between the asset and liability structure of thrift
institutions: on the one hand they are locked into long-term, fixed-rate
mortgages; on the other hand, because of the short-term nature of
their deposits, they are forced to pay higher rates to replenish their
supply of funds during times of rising interest rates. Commercial
banks would be allowed broader powers in real estate lending, and

1 U.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Amending
“Section'2 of the National Housing Act -and for Other Purposes, Report to accompany
H.R. 9852 together with additional views, (Report. No. 94-520), pp. 2-10. .

12 Weekly Compilation of Presidential Documents, vol. 11, No. 12, pp. 287-288. .

12 J.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Subcom-

mittee on Financial Institutions. Financial Institutions Act of 1975. Hearings, 94th Con-
gress, first session, May 14-16, June 11, 1975, 835 p. o
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Federally chartered credit unions would be allowed to make mortgage
loans: The mortgage interest tax credit would be available to all
mortgage lenders.

The FHLBB has also prepared a study on the possible restructur-
ing of the savings and loans industry. It recommends an extension
of lllending and investment powers and the removal of Regulation Q
ceilings.’*

In April, 1975, Representative Reuss, chairman of the House
Banking, Currency and Housing Committee, and Representative St
Germaine, chairman of the Financial Institutions Subcommittee, an-
nounced that the Committee would undertake a major comprehensive
review of the nation’s financial institutions and their regulation by
the Federal government—the Financial Institutions and the Nation’s
Economy (FINE) study—leading to consideration of implementing
legislation. Early in November the Committee issued discussion princi-
ples setting forth the seven main areas of inquiry ** for hearings which
began December 2. One of the discussion principles concerns hous-
ing; incentives to depository institutions to enhance the attractiveness
of mortgage and construction loans are discussed, and particular em-
1]2’has.is is given to proposals that would aid low- and moderate-income

ousing. .

~ In further attempts to aid mortgage lending institutions, the
FHLBB proposed regulations on February 12, 1975, that would al-
low savings and loans to make variable rate mortgages. These variable
interest rate loans allow interest rates to change during the life of the
loan, rising when market interest rates rise and falling when market
rates go down. The proposal was designed to guarantee savings and
loans high enough income to continue making mortgage loans during
periods of high interest rates, when savings and loans usually suffer
disintermediation as people take their money out of savings to invest
in higher-yielding securities. The FHLBB assumed that the Regula-
tion Q ceiling on savings accounts would be removed to prevent sav-
ings outflow, as.the Financial Institutions Act of 1975 would do, and
that the variable rate mortgage would allow savings and loans to real-
ize a greater return on old mortgages when interest rates were high.

In April, 1975, both the House 1 and the Senate ** held hearings on
the variable rate mortgage proposal. Some concern was eXpressed that
the proposal would be inflationary and would be particularly hard on
people with low or fixed incomes. -

On May 8, 1975, the House passed H.R. 6209 which would block
the FHLBB’s proposed regulations for variable rate mortgages. On
June 16, the Senate passed Senate Concurrent Resolution 45 ex-
pressing its belief that the FHLBB should not allow variable rate
mortgages without congressional approval. While not rejecting or

" 14 U.S. Federal Home Loan Bank Board. Office of Economie Research. A financial
institution of the future; savings, housing finance, consumer services. Washington, 1975.

73 pp.

15 0.8. Congress. House. Committee on Banking, Currency and Housing. Committee
print. Financial Institutions and the Nation's Economy (FINE) Discussion Principles. 94th
Congress, 1st session. November 1975. 21pp.

18 Hearings extended for three weeks in December, and continued into January 1976.
They are not yet available as a committee document.

17'(J,S. Congress. House. Committee on Banking, Currency and Housing. Subcommittee
on Financial Institutions. Varlable Rate Mortgage Proposal and Regulation Q. Hearlings,
94th Congress, 1st session. April 8, 9, 10. 448 pp.

18 [J.S. Congress, Senate. Committee on Bapking, Housing and Urban Affairs. Varliable
rate mortgages. Hearings, 94th Congress, 1st sesslon. April 14, 15, 16 and 17. 495 pp.



116

endorsing the idea, the Senate felt that the variable rate mortgage
proposal should be further reviewed by Congress in the context of
other legislation designed to strengthen the viability of thrift insti-
tutions.”® On November 5, the FHLBB withdrew the regulatory
amendments proposed in February in view of substantial congres-
sional opposition. The Board indicated that it will monitor the devel-
opments in those states in which commercial banks and State savings
and loans are now making variable rate mortgages and the implica-
tions for Federal associations.?

Federal Home Loan Bank Board Actions Affecting Housing

Major emphasis in 1975 was placed on improving the liquidity of
FHLBB member institutions so that they would be in a better posi-
tion to cope with any future period of savings disintermediation. This
was made possible by a record savings inflow in 1975, following the
net decrease in savings in 1974. The Bank Board increased liquidity
requirements in three steps from 5 to 6% percent. The affiliated Fed-
eral Home Loan Mortgage Corporation (FHLMC) continued to act
as an agent for GNMA with respect to administering the tandem pro-
grams under which mortgage money is made available at below market
interest rates.?*

With the improved situation of mortgage credit availability, the
FHLBB and the FHLMC were able to devote their efforts to help
bring about structural reforms in the savings and loan industry and
mortgage market that would contribute to a better long-run flow of
funds into mortgage credit. In addition to the above-mentioned pro-
posal of the Board to restructure the savings and loan industry, the
issuance of mortgage-backed securities by Federal savings and loan
associations was authorized by the Bank Board—a potentially im-
portant source of funds for savings and loans. Support was given
to efforts to improve secondary mortgage market operations, including
AMMINET, a computerized system for providing mortgage interest
rate information in the secondary market. The FHLBB also partici-
pated in the development of a futures market in GNMA mortgage-
backed bonds that would provide some ability for lending institutions
and builders to hedge against fluctuations in interest rates. Such a fu-
tures market was instituted in the Chicago Board of Trade last
October.2

Housing Programs

The year 1975 marked the implementation of a new approach to pro-
viding housing for low- and moderate-income families—the Section 8
Lower-Income Housing Assistance Program, created by the Housing
and Community Development Act of 1974. Section 8 establishes a new
form of subsidy, housing assistance payments, which are paid to the
owners of existing, newly constructed or substantially rehabilitated
housing on behalf of eligible families. The program is an outgrowth

19 [7.8. Congress. Senate. Committee on Banking, Housilng and Urban Affairs. Variable

rate mortgages. Report to_accompany S. Con. Res. 45. 94th Congress, 1st session. June 3,

1975, p. 1. (Senate Report No. 94-170.)
20 Federal Home Loan Bank Board. November 5. Press release.
: ]Cl;)‘r(-irespondence from the Federal Home Loan Bank Board, January 21, 1976.
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of the Section 23 leased public housing program ; contracts are made
(through HUD or authorized public housing agencies) with public
and private developers and owners of existing rental units for units
that will be leased to eligible lower income households.? This contrasts
with the Federal government’s traditional housing policy whereby
most subsidies took the form of interest reduction payments linked to
new construction and builders obtained federal loan guarantees that
enabled them to borrow for their projects.

Section 8 is currently the major subsidized housing program, re-
placing the Section 236 moderate-income rental program, the rent sup-
plement program and low-rent public housing, which were all sus-
pended in January 1973, although partially restored thereafter. The
program for the leasing of existing housing is similar to the housing
allowance program with which HUD is currently experimenting (see
section on HUD studies, in that the recipient of housing assistance
* payments can choose his own housing, provided the owner is willing to
garticipate. With respect to new construction and rehabilitated units,

ection 8 is more similar to earlier subsidy programs in that subsidies
are attached to particular units within designated structures.

Despite their inclusion in the same section of the law, the existing
housing program and that for new construction and substantial re-
habilitation are in fact distinet programs. The only important sub-
stantive attribute held in common between the programs are the in-
come limits for eligible families, which are the same for both. The pro-
grams have required separate regulations; moreover, State Housing
Finance Agencies (HFA’s), which hold permanent financing of resi-
dential structures, work under their own set of streamlined regulations
with a set-aside of contract authority received directly from HUD
rather than through field offices.

In the Spring of 1975, eight months after the Housing and Com-
munity Development Act of 1974 was signed into law, the Section 8
program was just getting under way. Final regulations for State
HFA’s were issued on April 15; for new construction, April 29; for
substantial rehabilitation, April 30; and for existing housing, May 5.
(Specific appropriation action is not needed, as $900 million was
authorized in the basic legislation for Section 8 annual contributions
contracts, of which $229 million is set aside for State HFA’s).

The program has been slow to start up, with only 200 families occu-
pying housing under Section 8 as of November 1975. Also as of No-
vember, contract reservations for 113,818 assisted units had been
made—of which 65,489 are existing units, 43,221 new construction (of
which 84,088 are under State HF A set-asides), and 5,108 substantially
rehabilitated units. There is, however, authority available to process
up to 400,000 leased housing units in each of fiscal years 1975 and
1976. While it was originally anticipated that 60 percent of Section 8
reservations would be for new construction, this has not been the case.
HUD Secretary Carla Hills, testifying before the Senate Banking,
Housing, and Urban Affairs Committee, identified several reasons for
the slow start up of Section 8 new construction. The still depressed
state of the multifamily construction sector in general, because of high

Z For a full explanation of the Section 8 program, see U.S. Congress, Joint Economiec
Committee. Toward a National Growth Policy: Federal and State Developments in 1974,

Wa%hsi_ngg.on, U.8. Govt. Print. Off.,, 1975 (93rd Congress, 2d session. Committee Print)
pp. 79. :
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interest rates for construction and long-term financing coupled with
sharply higher operating costs in the multifamily sector and other cur-
rent threats to the long-term rate of return on rental housing invest-
ments, are deterring investors from the Section 8 program.** Most of
the reservations for new construction were made by State HFA’s, but
the difficulties being experienced by all State and municipal borrowers,
especially housing agencies, in the tax-exempt bond market, have re-
duced the ability of %tate agencies to issue bonds except at very high
Fates-and thus to finance housing projects under Section 8 or other ren-
tal assistance programs. . . .

It has been pointed out that the future of Section 8 will depend on
whether there are sufficient economic incentives to encourage owners
to participate. The implementation of leased housing assistance in the
existing market is dependent upon an abundant housing supply. In

both the existing and new construction programs, the motivations to
participate will vary with the general conditions of the economy and
the conditions in the housing market.” )

Towards the end of 1975, several proposals were being considered
to spur participation in the Section 8 program. Negotiations took place
with State HFA’s for a FHA coinsurance plan, in which State agencies
will do much of the processing and underwriting for mortgage insur-
ance and absorb a portion of the risk of any future losses. The presence
of FHA mortgage insurance for the major portion of the risk should
help overcome the resistance of investors in the tax exempt market to
purchase the securities of State HFA’s. The program would rely on
HUD shouldering between 75 and 90 percent of the risk. The authority
to offer coinsurance is based on the experimental authority granted in
the Housing Community Development Act of 1974.%

Other proposals to aid Section 8 include modification of the process
by which the availability of units is advertised, competitive proposals
are received and evaluations made. A need to simplify and streamline
processing procedures had been identified, as lengthy time periods are
now occurring before acceptable proposals can be selected and partici-
pation can begin. Suggestions included the delegation of advertising
and evaluation procedures to the public housing agencies who are more
familiar with the local housing needs and conditions, and allowing
HUD field offices more latitude in accepting negotiated bids for all
projects under Section 8.2

Section 8 is also being implemented in conjunction with other Fed-
eral housing programs, to further help assure that every available
financing arrangement will be available. It is being used with the
Farmer’s Home Administration Section 515 direct loan program for
rental housing, and with the Section 202 direct loan program for
elderly and handicap%ed housing, which was reactivated by the Hous-
ing and Community Development Act of 1974.

The Section 235 homeownership program was reactivated in 1975.
Under congressional and legal pressure, the Secretary of HUD released
$264.1 million in funds in October, 1975, for the subsidy program for
moderate income families, which had been suspended in 1973. Congres-

% Statement by HUD Secretary Carla Hills before the Senate Banking, Currency and
Housing Committee, February 20, 1976.
25 Federal Leased Housing Assistance in Private Accommodations: Section 8. University
of Michigan Journal of Law Reform. v. 8. Spring 1975. pp. 693-694.
: %z};ement by HUD Secretary before the Senate Banking Committee. February 20, 1976.
id.
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sional sentiment favored a revival of the program and the 1974 Hous-
ing and Community Development Act provided for its continuation.
The General Accounting Office had also filed a suit designed to force
release of the funds. The revised program is aimed to stimulate the con-
struction of “no frills” housing sold for under $30,000, a category in
which there is very little housing available for sale in the country,
according to HUD.?® Assistance would be directed to families with
annual incomes of between $9,000 and $11,000. Eligible families would
pay 20 percent of their adjusted gross incomes towards mortgage costs,
with HUD subsidizing mortgage interest rates down to the equivalent
of 5 percent. While it is estimated that the program would subsidize
homeownership for 250,000 families over the next two years, there was
no indication by the end of the year that the program would be contin-
ued after the available funds have been used.?® :

While the Housing and Community Development Act of 1974 re-
newed the Section 202 housing program for the elderly and handi-
capped, with substantial provisions, it was not until November 25, 1975
that final regulations for the program were issued. Regulations for im-
plementing the direct loan program for construction loans only were
1ssued in August, 1975 ; however, opposition from potential non-profit
sponsors and a congressional mandate contained in the HUD fiscal
1976 appropriations bill forced HUD to rescind these. initial regula-
tions and implement the program for permanent financing.

The revised Section 202 program provides direct long-term perma-
nent financing to non-profit sponsors for the construction or substan-
tial rehabilitation of housing projects for the elderly, handicapped or
disabled. The loans are made at the Treasury borrowing rate plus an
amount to cover administrative costs. The Secretary of HUD is author-
ized to borrow from the Treasury, where a revolving fund for elderly
and handicapped housing has been established, up-to $800 million to
make direct loans to eligible sponsors. The appropriation for fiscal year
1976 is $375 million, which HUD officials have estimated to be sufficient
to finance between 9,000 and 14,000 units. o

Once the revised program finally got under way, there was an over-
whelming response from nonprofit sponsors. Over 1,500 applications
for projects were received before the December 15 closing date, re-
questing the financing of over 230,000 units,*** which would amount to
between $5 billion and $9 billion in aid.?** Thus only a small part of
th.enc_lemand can be met with the fiscal year 1976 appropriation of $375
million. :

Congressional Oversight and Review Activities ‘

The House and the Senate showed sustained interest throughout
the year in the progress of the Section 8 program-—-as the major
Federal housing subsidy vehicle in 1975—a new approach being
implemented amidst depressed construction and housing markets.
The Senate Banking, Housing and Urban Affairs Committee held

28 Congressional Quarterly. choﬁer 23, i975, p 2259. -
2 Tbid. .

20a ‘“‘Section 202 loans for housing for the elderly and "the "handicapped”, information
bulletin prepared by. Housing Production and Mortgage Credit, U.S8. Dept. of Housing and
Urban Development, January 1976. .- . ’
19;"‘; Hogglélg and Development Reporter, Current Developments. vol. 8, No. 17, January 12,
s Pe - o o ) :

83-805—77——9
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oversight hearings on HUD housing programs and national housing

oals in June® and November,* which reflected the imterest in the

ection 8 program. It was acknowledged that the Section 8 rental
assistance program is more successful with respect to existing housing,
than the new construction program ; there will have to be an improve-
ment in general economic conditions which currently impinge upon
financing rental housing production before the program for new
construction and rehabilitation will be successful.?? The stated housing
goal, however, calls for 600,000 assisted housing starts yearly; only
122,000 were started in fiscal year 1974 and only 77,000 in fiscal year
1975, as Senator Proxmire pointed out.3?

HUD has established a new procedure to furnish the Congress with
‘timely information on Section 8 on a regular basis. This will include
él) summary information at the end of each year on provisions for

ection 8 assistance contained in local housing’ assistance plans, (2)

‘quarterly data on tenant characteristics, beginning with the first
quarter of 1976 and (3) detailed information on Section 8 fund alloca-
‘tions as soon as they are computerized for each new fiscal year. HUD
‘will also provide information on the characteristics of HUD-approved
projects.?* , -
The ‘House Committee on Banking Currency and Housing held
‘hearings throughout the year on the implementation of Section 8,
specifying problem areas: s the Section 223(f) program for FHA-
"insured financing of existing multifamily projects (mortgage insur-
‘ance had previously been available only to newly constructed or re-
habilitated projects) ; the implementation of the Emergency Housing
Act of 1975; 3¢ and the Section 312 rehabilitation loan program.®’

In September the Senate held hearings on housing needs and mort-
gage credit availability for the five-year period 1975-1980. Papers
‘on estimated housing needs were submitted by several housing experts
and served as the basis for the hearings.®® While the estimates varied
from 1.9 million to 2.8 million units per year, there was a general
concensus that there is a serious housing shortage and a need for a
federally assisted housing production program.®®* Testimony was also
received on ‘the adequacy of the existing fihancial system to meet these
‘housing needs, and what changes need to be made in Federal laws
and regulations to insure sufficient mortgage credit flows for this
period and the future. "

% [J.S. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Oversight
on National Housing Goals. Hearing, 94th Congress, 1st. session, June 12, 1975, 62 pp.

21 7J.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Oversight

of HI?»R} Houésing ‘Programs. Hearing, 94th Congress, 1st sesslon. November 5, 1975. 46 pp.

82 B . . .

b Oversi%ht on National Housing Goals, op. cit., p. 2.

8 Qversight of HUD Housing Programs. Op. cit., p. 2. . L.

85.77.8. Congress. House. Committee on Banking Currency and Housing Subcommittee
-on Housing and Community Development. Oversight on Section: 8 Housing Assistance
Program. Hearing, 94th Congress, 1st session. October 22, 1975. 171 pp. . . .
~ 8 J.8, Congress. House. Committee on Banking Currency and Houslng, Implementation
%%ecet(l)on 8 and other Housing Programs. Hearing, 94th Congress, 1st session. July 30.

pD. ’ - ’

‘% U.8. Congress. House. Committee on Banking Currency and Housing. Housing Assist-
ance Payments, Community Devélopment Block Grants and Section 312 Rehablilitation
Loans. Hearing, 94th Congress, 1st session. April 30, 1975. 77 pp. .-

38 7J.8. Congress. Senate. Committee on Banking, Housing and Urban Affairs. Estimates
ofi I%olllggng Needs, 1975-1980. .94th .Congress, 1st session. .September 1875. - Committee
print. 159 pp.. - \ oo o '

2.7, 8. cgngress. Senate Committee on Bankln(f, Houslng and Urban Affairs, Subcom-
mittee on Housing and Urbhan Affairs. Housing Goals and Mortgage Credit: 1975-1980.
Hearings, 94th Congress, 1st sesslon. September 22, 28, and 25, 1975. 450 pp. PR
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The Manpower and Housing Subcommittee of the House Govern-
ment Operations Committee began an investigation of HUD’s prop-
erty management operations, prompted by high rates of defaults and
foreclosures on FHA-insured properties, a mounting inventory of
acquired properties and problems with the maintenance and disposal
of these properties.’®® As of August 1975, HUD held 65,571 single-
family properties and 1,793 multifamily properties in inventory.«®
While the inventory of acquired single-family preperties has been
declining for over a year, the trend of defaults and foreclosures in
multifamily programs is upward.* - :

In July the Subcommittee held seven days of hearings on ways to
minimize the losses on FHA-insured loans. There was concern with
the vandalism of improperly secured vacant buildings, charges that
mortgage servicers were foreclosing without following HUD guide-
lines, and reports that the government had overpaid or underpaid
subsidies for low-income homeowners, resulting in losses of millions
of dollars in one case and the increased danger of foreclosure in the
other. There was particular concern with HUD’s efforts to continue
operation of foreclosed multifamily apartments to minimize losses
and maximize the price received on sale.®? In September-and October
further hearings were held by the Subcommittee on the need to
improve efficiency of management and disposition of HUD-held
property.*

On July 14, 1975, the Senate Banking Committee held a hearing
on housing management, foreclosure and abandonment in Chicago,
prompted by a series of articles on FHA mismanagement in the
Chicago Tribune. The articles charged that FHA mortgage under-
writing and housing management policies are responsible for con-
siderable abandonment of homes in Chicago. A Task Force from
HUD was sent to investigate the allegations made by the Tribune;
many of the charges were confirmed and the need to moniter and
evaluate the underwriting practices of HUD mortgages was noted.
HUD initiatives in 1975 to help alleviaté the problems with the FHA.
insurance programs include a prohibition against lenders’ initiating
a_ foreclosure until the borrower is at-least three months behind in
his payments. In February, HUD began a moratorium on subsidized
multifamily foreclosures, which had been increasing. HUD has also
developed a multifamily Early Warning System to alert the field
offices to potential -defaults. The Department has also initiated a
computerized mortgage monitor -system which will alert HUD to
mortgagees having a default or-foreclosure rate above the norm for
their area of operation, and these mortgagees will be moritored.

. Uajor HUD Objectives

" Fiscal Year 1976 began with the .iﬁitia.tion of HUD’s ﬁmnage«
ment-by obj ective (MBO) system, whereby 54 major objectives were-

‘@b 7.S. Congress. House. Committee on Government Operations. Subcommittee on Man-? -
power and Housing. Mortgage servicing and HUD Property Management, Hearings, 94th:
Congress, 1st sgss_ion._ July 15, 16, 18, 21, 22, 23, 24 ; Septembeér 19, 23, 25, 26 ; October 1, 2,.
TS Conrone e inate. Committ Banking (

‘U.8. Congress. Senate. Committee on Banking Cnrrency and Housing. Oversight of’
HI‘JII?bI_Idouslgg Programs. Hearing, 94th Congress, 1st session. November 5, 1%97'5, P 6g.

‘g %%'tgage Servicing and HUD Property Ma'na"geiﬁelit. Hearings. dp. cit,
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specified by HUD to evaluate the performance of field offices as well
as headquarters staff. The goals, ranging from broad statements to
Pprecise, numerically specific targets, were negotiated by HUD’s field
and headquarter officials and each field office was given a portion of
the total annual production responsibility plus quarterly benchmarks.
HUD Deputy I};ldersecreta,ry for Management Robert T. Wallace
indicated that “MBO, as HUD is using it this fiscal year, is more than
a planning tool. It’s an operations control for the whole organiza-
tion—and for individual offices.” 45 '

One of the six overall goals, to provide decent housing, specifies
detail objectives including the assurance that adequate financing is
available at the lowest reasonable cost for the production, rehabilita-
tion and acquisition of both single-family and multi-family housing;
the development and evaluation of new concepts for providing an
adequate flow of credit for the housing industry; the provision of
indirect and direct income assistance so that economically disadvan-
taged families can obtain decent, safe and sanitary housing; the assur-
ance of effective management, preservation and utilization of existing
housing; and developing new building techniques for the housing
industry.*® Each of these contains numerical performance marks by
which to judge the success of the Department in meeting its objectives.

Housine axp CoNsumeR PrOTECTION

The increased cost of homeownership, resulting from inflation,
with concomitant high construction costs, interest rates and operating
cost, has created interest in alternative forms of homeownership,
including condominiums and mobile homes. These new forms of home-
ownership have brought the possibility of homeownership within
the reach of a wider segment of the population, but they have been
attended by problems and abuses due to the lack of uniform regula-
tions and industry standards which would act as safeguards to the
homeowner. Attention was given by the Congress and the Adminis-
tration to these consumer-related problems. In addition, congressional
action was taken on two other consumer issues—the Real Estate
Settlement Procedures Act Amendments and the Home Mortgage

Disclosure Act.
: Condominiums

Section 821 of the Housing and Community Development Act of
1974 directed HUD to conduct “a full and complete investigation
and study, and report. to the Congress. not later than (August 22,
1975), wiuth respect to condominiums and cooperatives, and the prob-
lems, difficulties, and abuses or potential abuses applicable to con-
dominium and cooperative housing.” Section 821 was a response
to congressional concern over the problems accompanying the recent
Iia.g};ld growth in condominium development. From 85,000 units in

(0, condominiums as of April-1, 1975 accounted for 1.25 million
units nationwide.

¢ Housing and Development Reporter. Current Developments. December 1, 1975 p. 684
“ HUD Office of Deputy Undersecretary for Mana ement, No 4, 19 . Repr i
In HDR Current Developments, Dec. 1, 1975, pp. 670—%71. vember 24, 1975. Reprinted

" U.8. Department of Housing and Urban Develo ment, Con i .
Condominium Study. Washington, 1975, vol. 1, P ondomintum Task Force. HUD
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In 1973 and 1974, condominiums accounted for 25 percent of the
new for sale housing starts in the United States.** Approximately
100,000 rental units were converted to condominiums and 25,000 units
to cooperatives, in the 5-year period ending March, 1975.¢® The “con-
dominium boom” has been somewhat dampened not only by overbuild-
ing in some local markets but also by problems and abuses, including
lorrg-term leases of recreational facilities instead of their outright own-
ership, shoddy construction, overly complicated legal documents, dis-
placement of existing tenants during conversion, loss of deposits, and
the %eneral problems of operating and maintaining property owned
jointly by large numbers of families.

In response to the congressional mandate contained in section 821 of
the 1974 Housing Act, HUD issued in February, 1975, a model State
condominium consumer protection statute for use by State legislators
seeking ways to regulate condominium abuses. (A few Statés have stat-
utes for protection and some cities have passed ordinances to deal with
such problems as the conversion of rental property to condominiums).
The model, which closely resembles existing Virginia legislation, would
require developers to register condominium offerings made to residents
within its State, and provide each prospective purchaser with a copy
of a current public offering statement. Each of these requirements in-
cludes various disclosure provisions by the developer about the de-
veloper and the project. Also included are provisions to afford. protec-
tion in the.case of conversions and resales.® .

On August 22, 1975, HUD transmitted its Condominium Coopera-.
tive Study to Congress.®* It includes a national evaluation. of the con-
dominium situation ; results of area market studies, conversion studies,
mail and telephone surveys of condominium owners and homeowners
associatioms; a summary of the public hearings HUD had held on the
problems; a comprehensive compilation of state laws applicable to con-
dominiums; and an extensive analysis of the nature, extent and sever-
ity of problems and abuses that can occur in condominium and coop-
erative development and conversion. The study identifies those factors
which will.either restrict or further condominium development over
the next 25 years, and concludes that condominiums are an accepted
form of housing which will continue to constitute a significant.propor-
tion of the annual additions to the nation’s housing stock.

Further consideration was given to regulation of the condominium
industry during hearings held by the Senate Banking, Housing and
Urban Affairs Committee in October, 1975.52 HUD, State govern-
ments, condominium owners and repersentatives of various parts of the
condominium industry testified on S. 2773, which would provide mini-
mum national standards for disclosure and consumer protection in
condominium sales and conversions. The bill would differ from one in-
troduced last year in that primary responsiiblity for the regulation of
condominiums would be with the States arrd not the Federal Govern-
ment. Under the proposed Act. States would have to adopt consumer
protection laws stronger than or equal to Federal standards. If a State

T

% While HUD has not officially endorsed the statute, 8 copy of it can be obtained from
HUD Public Affairs Office, 451 7th St. S.W., Washington, D.C, 20410,

51 .8. Department of Housing and Urban Development. Condominium Task Force. HUD
Condominium Cooperative Study. Washington, 1975. 3 vols.

82 7.8, Congress. Senate. Committee on Banking, Housing and Urban Affairs. Condo-

minium Consumer Protection Act of 1975. Hearings, 94th Congress, 1st session, October 6,
7, and 8, 1975. 485 pp.
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failed to pass such a law, consumers would have a right to-sue develop-
ers for failure to comply with the Federal statute. S. 2773, introduced
by Senators Proxmire and Biden, takes a two-pronged approach to
~consumer protection. First, developers would have to diselose to pros-
i&plgctlvg buyers information on the project’s units, prices, money fees,

ancing costs, and a two-year projection of the project’s budget. Sec-
ond, recreational or other long-term leases by the developer would be
prohibited, and a two year warranty on all common project elements
and a one-year warranty on individual units would be required. While
HUD supported the idea of a national minimum disclosure form that
Ancluded many of the standards proposed in the bill, the Secretary
pointed out that jurisdiction over real estate matters has traditionally
(been a concern of State and local governments and that Federal in-
volvement should not discourage the further development of

condominiums.® .
Mobile Homes

Title VI of the Housing and Community Development Act of 1974
concerns mobile home construction and safety standards “to reduce
the number of personal injuries and deaths and the amount of insur-
ance costs and property damage resulting from mobile home accidents
and to improve the quality and durability of mobile homes.” Interest
in mobile homes has increased as a major alternative to higher cost
«conventional housing, with 95% of all housing units priced under
$20,000 and virtually all units under $15,000 being mobile homes.
There are approximately 8.5 million mobile homes now occupied as
primary residences.

In general, local building codes and HUD real estate regulations
were not applicable to mobile homes. As a result some mobile homes
have been characterized by shoddy, even dangerous, construction. In
order to protect their buyers and to upgrade them as a form of low-
cost housing, HUD issued regulations in the Federal Register on
:‘September 2 and November 11, 1975. The standards contain require-
‘ments to guard against wind damage, serious fires, floods and undue
-energy waste, and take account of regional differences in weather
<conditions. Enforcement is left to the States

Also in 1975, a change in Federal mobile home insurance loan
cveilings was enacted as part of Public Law 94-173. This allows the
FHA to insure loans of up to $12,500 for regular mobile homes and
$20,000 for double-width homes (increased from $10,000 and $15,000
respectively). FHA loans generally had been little used in mobile
home financing due to the restrictive loan ceilings which resulted in
higher downpayments, beyond the reach of many prospective buyers.

Another action designed to protect mobile homeowners was the
Federal Trade Commission’s Trade Regulation Rule concerning the
warranty performance of mobile home manufacturers, published in
the Federal Register on May 29, 1975. The FTC found during inves-
tigations based on consumer complaints that mobile home warranty
performance does not always conform to the representations of the
warrantors. Often mobile home owners are subject to unreasonable
delays in warranty service, or have never received sufficient redress

53 I'bid., pp. 29-30.
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of their problems due to the failure of mobile home makers to main-
tain adequate warranty performance systems. _ .

Basically the problem has been the delegation by manufacturers of
warranty responsibilities to mobile home dealers and other third.
parties without sufficient safeguards to assure that both the warrantor
and the third party live up to their obligations. The proposed rule
stipulates that warranty performance systems must be upgraded to
insure the prompt performance of repairs at the site of the mobile
home, to provide for the inspection of newly bought mobile homes
at the site to determine the existence of defects and assure proper set-
up of the home, and to clarify the relationship between the manufac-
turer and mobile home dealer to provide for effective action on
warranty problems. B :

The Real Estate Settlement Procedures Act Amendments

Initial experience with the Real Estate Settlement Procedures Act
(P.L. 93-533), enacted by the Congress in 1974 and put into effect on
June 20, 1975, indicated that some of its provisions were causing a
good deal of confusion and inconvenience to both the industry and
the consumer. Commonly known as RESPA, the Act was the product’
of four years of efforts to reform real estate settlement procedures and
hold down excessive closing costs. Its main features include the ad-
vance disclosure of settlement costs, a uniform settlement statement,
the distribution of a special information booklet, disclosure of the
previous selling price under certain circumstances, prohibition against
kickbacks and unearned fees, and limitations on escrow payment, for
taxes and insurance. A

Strong industry sentiment against RESPA led to a series of hear-
ings by the Senate Banking Committee® and the House Subcom-
mittee’ on Housing and Community Development.®® During the
hearings representatives of financial trade associations, comsumer
groups and the Federal agencies involved identified the difficulties
encountered in complying with the provisions-of RESPA. Generally,
leaders felt that the advance disclosure provisions of RESPA created
unnecessary paperwork, increased lending costs, caused moving delays
and were not an inducement to consumers to shop around for settle--
ment services and thereby lower their costs. Consumer groups felt that
RESPA had not been in effect long enough to give consumers a chance
to learn how to comparison shop under it. Also, they felt that one of
the main objectives of the.advance disclosure requirements was to let
the consumer know how much money to have ready at settlement.

Several bills were introduced which would have repealed RESPA. -
altogether; others would have suspended the more controversial pro-
visions of the Act for one year while a more workable solution -was
sought; still others, including-S. 2327, would have amended the bill
substantially. On January 2, 1976 the President signed S. 2327, the
Real Estate Settlement Procedures Act Amendments of 1975, which

5 [.S. Congress. Senate. Committee on Banking, Housing and Urban.Affairs. Oversight
on the Real Estate Settlement Procedures Act of 1974 Hearings, 94th Congress, 1st session,
on S, 2327 and S. 2348, Sept. 15, 16, and 17, 1975, 347 p. :

8 {J.S. Congress. House, .Committee on Banking, Currency and Housing. Subcommittee

- on Housing and Communify Development. Hearings on the Real Estate Settlement Pro-

gg((l)ures Act-of 1974. Hearings, S. 2327 and H.R.-10283,-Octoher 28, 29, and-30, 1974,
p.
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became P.L. 94-205. Key provisions of the bill replace the RESPA
requirement that lenders disclose the costs of each settlement service
at least 12 days prior to closing with a requirement that lenders print
estimated settlement costs in the information booklet they give loan
applicants. The person conducting settlement will have to provide the
borrower with the Uniform Settlement Statement listing final settle-
ment fees not later than the closing, and at least one day prior to clos-
ing if the borrower requests it. The Secretary of HUD 'has suspended
until June 30, 1976, the above amendments to prepare new regulations
and revise the information booklet ; until that time the Uniform Set-
tlement Statement must be furnished at settlement or as soon after-
wardsas practicable.

The amendments also repeal the requirement of disclosure of the
previous selling price and the Truth-in-Lending disclosures of settle-
ment cost under Section 121(c) of the Truth-in-Lending Act. The
limit on escrow accounts for taxes and insurance payments was in-
creased to one-sixth from one-twelfth of the yearly payment. The
amendments make it clear that payments pursuant to cooperative
brokerage and referral arrangement are not prohibited under
RESPA anti-kickback provisions. The Secretary of HUD is also
permitted to make interpretations that will eliminate confusion over
the purposes of the Act in the future. '

" RESPA continues to prohibit kickbacks and unearned fees, prevents
the seller from requiring the buyer to purchase title insurance from a
particular company, and makes use of the Uniform Settlement State-
ment, which industry groups feel is sufficient to carry out the intent of
the Act. Many consumer groups feel, however, that the elimination of
the advance.disclosure provisions has made it impossible for consumers
to shop around for settlement services. '

" The RESPA amendments. which were passed so quickly after the
original Act took effect, brings up.the original question of whether or
not the intent of reforming real estate settlement procedures and
holding down excessive closing costs can effectively be carried out by
disseminating information on settlement costs to consumers who may
or may not be able to use it to their advantage, or whether direct regu-
lation of settlement costs or requiring lenders to pay such costs would
be preferable ways of providing consumer protection.

This question may be partially answered by a survey that HUD
must conduct under RESPA ; it is required to report to Congress by
June 30, 1976 on the feasibility of gathering closing cost information
and making it available to homebuyers through the settlement cost
information booklet lenders must give loan applicants. The survey,
being conducted in seven cities, will allow HUD to ascertain whether
buyers use the information in the booklet to shop for the lowest priced
services.

The Home Mortgage Disclosure Act

Another consumer-related issue was addressed in the Home Mort-
gage Disclosure Act (S. 1281), signed by the President on December
31, 1975 as Public Law 94-200. The Act’s purpos is to give city resi-
dents new tools to discourage mortgage lenders from discriminating
arbitrarily against their neighborhoods through a practice known
as “redlining.” Charges have been made that mortgage lenders were
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"refusing to make loans in various “redlined” inner-city neighbor-
hoods, regardless of the credit-worthiness of the potential borrower.
While proponents of the bill argued that redlining was orne signifi-
cant cause of urban decay, lenders denied that the practice existed.

The bill will require lending institutions within SMSA’s to disclose
the number and total dollar amount of mortgage loans they make each
fiscal year within tract areas defined by the Census Bureau (or by ZIP
code areas if disclosure by census tract is not feasible). Lenders must
also indicate the number and amount of such loans that are Federally
insured, used to purchase property that the buyer does not intend for
his own occupancy, and for home improvements. The information
must be made available for inspection and copying for at least 5
years at a lending institution’s home office and one branch office. Theo-
retically, the bill will provide an incentive to city residents to curtail
deposits in institutions found to limit mortgage investment in their
neighborhoods. '

Feperar Housing STupies

Annual Housing Goals Report

During 1975 the Administration transmitted to Congress the sev-
enth annual housing goals report, as required by the 1968 Housing
Act.® This Act requires the President to report to Congress on (1) the
progress achieved during the preceding fiscal year toward meeting the
housing goal, (2) the outlook for the residential mortgage market in
the forthcoming calendar year, (3) the developments and progress
during the prior fiscal year and future effort to be undertaken with re-
spect to the preservation of deteriorating housing and neighborhoods,
and (4) such information and recommendations as the President
deems advisable.

The seventh report documents the continued weakness of the housing
market which began in 1973 and continued into 1975. Total housing
production in fiscal year 1974 fell 23 percent below the target levels set
forth in the second Annual Report on National Housing Goals, and
the 1975 estimate would be over 50 percent below the target level. It
was noted that while recovery has begun, neither unemployment nor
inflation rates nor related economic conditions will reach: the levels
needed to produce as strong a recovery as would normally occur until
perhaps the end of 1975.57 : :

The report also indicates the Administration’s hesitancy to accept
the wisdom of setting aggregate, numerical targets for production 1n
one sector of the economy for a whole decade:-

‘While such targets do focus attention on areas of special national interest, they
tend to oversimplify the problem of achieving an appropriate allocation of na-
tional resources in our complex economy. One major problem is that it is ex-
tremely difficult to foresee economic developments far in advance. As the economy
is buffeted by unanticipated events such as the energy crisis, double-digit infla-
tion and high unemployment, the single-minded pursuit of a numerical goal in
one sector can lead to policies which are disruptive and which intensify prob-
lems in other sectors.58

The report stressed the importance of existing housing as a valuable
and abundant resource to meet the needs of those people living in un-

% [J.S. President. 1975. Seventh Annual Report on the National Housing Goal. Mes-
sage. . . . Washington, U.S. Govt. Print. Off, 1975 (Housé Document 94-228).

st rvdd., p. 3.
88 Itid., p. 4.
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satisfactory units. A balanced policy which recognizes both the im-
portance of existing housing and the role of new production in renew-
ing the housing stock and meeting expanding or shifting needs was
called for as the most efficient method of utilizing the housing stock.5

HUD Studies

The Housing and Urban Development Act of 1970 authorized an-
nual housing surveys to be sponsored by HUD and conducted by the
U.S. Bureau of the Census. The first one was released in 1975, based on
data for 1973. The Annual Housing Survey *° was designed to provide
a current series of information on the size and composition of the hous-
ing inventory, the characteristics of its ocmupants, the changes in the
inventory resultin gfrom new construction and from losses, indicators
of housing and neighborhood quality and the characteristics of recent

-movers. The statistics are presented for areas inside and outside
SMSA’s and for each of the four major geographic regions.

Other than the decennial census of housing this sample survey is
the only source of nationwide data which covers so many housing char-
acteristics. It wil facilitate more detailed analyses of the quality of
housing and its environment, which is necessary to develop national

“housing and growth policies. - e

" - Also in 1975, HUD published a report of the supply of mortgage
credit from 1970 to 1974.°* It provides the latest revised quarterly and
annual mortgage loan gross flow statistics and some analysis of what
the data mean and how they may be used to improve the understanding
of the mortgage market. The chief focus of the analytic chapters is a
~description of whit has happened in the last five years and of what ap-
pear to be emerging trends in the mortgage market. )

The 2nd annual report on the Experimental Housing Allowance
Program (EHAP) ¢ was released in March, 1975, covering the period

“from May, 1973 to June, 1974. The objective of the EHAP project,
which was authorized in the Housing and Urban Development Act of
1970, is to test the effectiveness of giving monthly cash payments to the
‘needy to assist their buying or leasing housing of their own choice. The
experiment consists of three parts: (1) the demand experiment, which

"looks at the effect allowances have on their users; (2) a supply experi-
ment, which studies the subsidys’ effect on the housing market; and
(3) an administrative agency experiment, which utilizes different
agencies to administer the alowances to determine the most successful
administrative mechanism for implementing the program. There are
twelve cities involved in the entire effort, and the second annual report
reviews the status of the experiments in each city as well as some pre-
liminary impressions of the housing allowance program as a whole.

o . .
. GAO Housing Inwestigations

The General Accounting Office conducted several investigations re-
lating to housing in 1975, including the analysis and evaluation of a

. ®Ibid., p. 4. . . ’

% U.8. Bureau -of the Census and U.S. Department of Housfng and Urban Development.
Current Housing Reports Series H-150-78. Annual Housing Survey: 1973. Washington,
-D.C., U.S. Govt. Print. Off., 1975. 4 vols. : .
9 [.8. Department of Housing and Urban Development. Office of Economic Affairs,
Office’ of "Policy Development and Research. The Supply of Mortgage Credit 1970-1974.

Washington, D.C., 1975. 845 pp. ) ) . Co.
an:tl]i N De%argmentdog Hou§hig anc% Utrbttllln gevelﬁmegi %ﬂice l];)f Xﬁua Devf’lopment
esearch. Secon nnual Report o e Experimen ous! owinge Program.

Washington, U.8. Govt. Print, Off. 1975. 59 pp. 8 Vg Bt
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number of federally subsidized housing programs administered by
HUD and of other housing-related matters. In a report dated March
19, the GA O published findings on the weaknesses in administration of
the Section 518(b) program, designed to correct or to compensate own-
ers for structural or other defects which seriously affect the livability of
houses insured under the Section 235 program.®® The GAO found that
improvements were needed in making and inspecting repairs and in
contracting for repairs and settling claims.

In April 1975 the GAO reported to the Subcommittee on HUD-
Independent Agencies of the House Appropriations Committee on the
comparative cost of HUD’s Section 8 leasing and Section 236 rental
housing programs. Based on analysis of the comparative estimated
costs of the two programs in four counties, only slight cost differences
were found, given the same rent levels and same eligible family types.
It was pointed out, however, that the total federal subsidy costs re-
quired to house all families eligible for Section 8 in new housing are
greater that the subsidies required to house all families eligible for
Section 236 in new housing due to the programs differing eligibility
critera which result in more families being eligible for Section 8.%

" Also in 1975 the GAO issued a report on the financial status of the
insurance operations of the FHA for fiscal year 1974. As of June 30,
1974, FHA’s estimated insurance funds’ reserve requirements
amounted to $3,192 million, and the total insurance reserves amounted
to $612.1 million. This resulted in atotal estimated reserve deficiency of
$2.579.9 million—a $642.1 million increase from the prior year. This
inorease in the estimated reserve deficiency is attributable to a combina-
tion of factors, a major one being insurance operation losses, particu-
larly in the Special Risk Insurance Fund.®

Other investigations conducted by the GAQ during 1975 included &
study of improvements needed in the mobile home park mortgage in-
surance program,®® ways that local housing authorities could improve
their operations and reduce their independence on operating subsidies,’’
and the secondary mortgage market activities of FNMA and
FHLMC.®®

Penpine Issues 1N Housixe

Tederal housing policy has come under close scrutiny as the housing
industry slowly recovers from the deepest contraction since World War

TI. Tt is likely that this concern will continue, particularly since the
multifamily sector is still in a depressed state.

6 7J.S. General Accounting Office. YWeakness in administration of the program to
Correct Defects in Housing Insurance Under the Section 235 Program: Repirt to the
Congress by the Comptroller General of the United States (Washington) 1975. 38 pp.
(B-114860. March 19, 1975).

& .S. General Accounting Office. Comparative Costs of the Department of Housing and
Urban Development’s Section 8 Leasing and Sectlon 238 Rental Housing Programs: Report
to the Subcommittee on HUD-Independent Agencies, House Committee on Appropriation
;)g‘,%l;e Cozmptrollet General of the United States (Washington) 1975, (B-171630, April 1,

s D. <.

& U.S. General Accounting Office, Examination of the Financlal Statements pertaining to
Insurance Operations of the Federal Housing Administration Fiscal Year 1974 : Report
to the Congress by the Comptroller General of the United States (Washington) 1975 (B—
114860, September 22, 1975) 34 pp,

@ U.S. General Accounting Office. Improvements Needed in the Mobile Home Park
Mortgage Insurance Program : report to the Congress by the Comptroller General of the
United States (Washington) 1975. 23 pp. (B-114860, July 2. 1975).

@ [.S. General Accounting Office. Local Housing Authoritles can Improve their Opera-
tions and Reduce Dependence on Operating Subsidies : report to the Congress by the Comp~
troller General of the U.S. (Washington) 1975 60 pp. (B-118718, February 11, 1975).

e J.S. General Accounting Office. Information on the Secondary Mortgage Market
Activities of the Federal National Mortzage Association and Report to the Committee on
Banking, Housing and Urban Affairs, U.S. Senate by the Comptroller General of the U.S.
(Washington) 1975. 37 pp. (B-113828, May 6, 1975).
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Since Section 8 will continue to be HUD’s main instrument for sub-
sidized housing in 1976, the issue of emphasizing existing housing over
new construction under the program will most likely cause congres-
'sional concern. It is possible that Congress will earmark funds for
Section 8 new construction in an attempt to provide some stimulus to
the multifamily housing sector. There may also be an expansion of the
-experimental co-insurance program or inauguration of an interest sub-
sidy for taxable government-issued bonds to assist financing through
State HF As.

This brings up the much broader issue of the effectiveness of pro-
viding low and moderate income housing through a Federal program
such as Section 8, which is so dependent on the conditions of the general
-economy and the housing markets. Congress may place more emphasis
on direct aid programs such as Section 235 and 202 which are not
greatly affected by these factors. However, the experimental housing
allowance program is still in progress, and the Section 8 existing pro-
gram is similar to it; thus, the future direction of Federal housing
policy is still uncertain.

Now that the GNMA tandem plan program has had time to have an
effect, it is likely that it also will be examined to determine its impact on
the single-family housing market. While the outlook for this sector of
the housing market is greatly improved, interest rates are coming
down very slowly, and sales prices and operating costs are still very
high—thus pushing homeownership out o¥ the reach of many middle-
income families. Thus there is a question of whether the tandem and
other indirect and programs are reaching the moderate-income home-
buyers, or assisting those who would have bought homes regardless of
a federal subsidy.

The future of financial institution reform seems unclear. The need
to aid mortgage lending institutions is widely recognized; however,
there are so many controversial provisions in the bills before Congress
that passage of comprehensive reform legislation seems unlikely dur-
ing an election year.



Cumaprer V. IMPROVING THE ENVIRONMENT

IxTrRODUCTION

Environmental and energy issues continued in 1975 to be a focus
for important growth-related questions. Continuing pressures on
resources such as fuels, clean air, clean water and land, resulting from
economic and population trends, force difficult choices in public policy
in order to resolve conflicts over pollution, economics, and resource
availability.

It is obvious by now that final resolution is not usually possible for

" these environmental and resource conflicts, and continuing debate
was in evidence in 1975 in several areas over the adjustments necessary
to accommodate both economic vitality and environmental quality.

A landmark comprehensive energy bill was enacted into law late
in December of 1975, the Energy Policy and Conservation Act, which
brought together many of the actions designed to effect the essential
elements of a national energy policy. It consolidated a number of
key bills and included provisions for a national strategic petroleum
reserve, general stand-by emergency authorities, a petroleum entitle-
ments and allocation program, automotive fuel economy standards, .
energy conservation programs, pricing regulation-measures for oil,
and expanded energy data collection programs. .

There were few other major enactments into law on environmental
issues during 1975, but hearings, legislative mark-up sessions, and
active discussion in the areas of water pollution, air pollution, other
energy measures, and solid waste management were underway, pre-
paring for probable action in these areas during 1976. In the area
of land-use planning, legislation to provide a national land-use plan-
ning assistance program met with a definitive defeat, probably indi-
cating that this 1ssue will not be an active area in 1976. ,

The discussion below summarizes the major points currently under -
debate in environmental issues, as they developed in 1975.

ExERcY AND GROWTH

The impact of energy factors on growth in every sector of the
economy had become clear by the beginning of 1975. The shock of
the drastically higher prices for oil which followed the Arab oil
embargo of 1973 had passed, but the effects were coming to bear in
the form of continuing high inflation and attendant rises in unem-
ployment, cutbacks in production in some areas, and drastically higher
capital costs for expansion of all types of facilities. In 1975, enerey
policy formulation was a primary focus for the Congress. Especially
important was the perceived need to shape a comprehensive energy .
policy; a first step was to try to integrate the numerous energy vari-
ables whieh had been scattered among ‘many different agencies and
committees of Congress in the piecemeal energy policies of the past. -

(131)
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This pressure of a comprehensive approach to energy policy pro-
duced lengthy debate on a number of proposals in the Congress; the
result was a wide-ranging measure, the Energy Policy and Conserva-
tion Act (EPCA), enacted in December, which, together with the
repeal of the oil depletion allowance for large oil and gas companies,
marked a turning point in the development of a new national energy
policy. Still pending at the end of 1975 were several other measures,
and some issues which have not reached the form of legislative pro-
posals but which must be resolved in order to permit full develop-
ment -of energy priorities. '

A major issue in the energy debate was a philosophical difference
which emerged between ngress and the Administration. The
Administration had forwarded to Congress a comprehensive proposal
which relied in large part upon price rises in a largely unregulated -
-market to effect curtailment of oil imports and greater conservation
.of energy. In other words, high prices for energy: were to be the key.
to obtaining energy independence and energy conservation. The Con-
.gress, on the other hand, favored more regulation of energy alloca-
tion and use and outright limits on imponts—with close monitoring
and control over rising prices—to achieve these goals. The latter
approach is reflected in the EPCA. ' 5

The E nergy Policy and Consérvation Act.

"The EPCA (Public Law 94-163) was designed to approach energy
issues from several directions. The law consolidates the provisions of
five major bills which were under consideration in the 94th Cormgress.
These were the Standby Energy Authorities Act (S. 622), the Stra-
tegic Energy Reserves Act (S. 677), the Energy Labeling and Dis-
closure Act ($S. 849), the Automobile Fuel Economy Act (S. 1882),
and the Energy Conservation- and Oil Policy Act (H.R. 7014).

Many provistons in EPCA are in fact very similar to those in its
predecessor bill of the 98rd Congress, the National Energy Emergency
Act, which had been extensively debated, amended numerous fimes,
vetoed, and then twice reintroduced in that Congress. However, the
new act goes well beyond the measures which would have been
included in the previous bill, and marks the new determination in
Congress to move forward in setting policy in the key energy areas.

The EPCA deals with many issues; they all relate to growth ques-
tions insofar as actions to reduce energy shortages and ensure fuel
supplies are inherently key .determinants of our economic options.

A national strategic petroleum reserve is authorized in the law;.
by December 15, 1976 a plan for this réserve is to be prepared and-
transmitted to Congress. It is directed that the reserve should provide
storage of up to one billion barrels of petroleum products and not
less than 150 million barrels within three years of enactment. The
purpose is to reduce the impact of petroleum product supply disrup-
tions and_to carry out-obligations under the international energy .
program. Within seven years, the volume of crude oil in the reserve
1s to be equal to the total volume of crude oil imported- during a base
period,.and within 18 months, 10 percent of this amount is to be in,
the system. .. : . .
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" Part of the effort to establish petroleum reserves was the passage
of Lills in both the House and Serniate (in conference af the end of
1975) to permit development of Naval petroleum reserves, which have
been maintained for military purposes at Elk Hills and Buena Vista,
California, and in Teapot Dome, Wyoming. Both bills yould provide
that some production of the oil in these reserves should take place.
The oil could be sold on the open market with proceéds directed
toward increasing production capacity .at the reserves and toward.
purchase of oil in the open market to construct a national petroleum
reserve for commercial and private, rather than military use.. =

General stand-by emergency authorities ifor gasoline rationing and.
energy conservation are also established in EPCA. A contingency .
plan for both rationing and conservation must be prepared-and sub-
_mitted'to Congress; the plans could become effective only in emer-
gendy situations upon Tequest of the President and approval by Con-
gress through a resolution passed by each House. The energy con-
servation plan is based on limitations on fuel or energy use; it is not
to provide for use of rationing, taxes, user fees, or other specific finan-
cial constraints. L .

The gasoline rationing contingency plan is to provide for a pro-
gram for the rationing and ordering of priorities among classes of .
end users of gasoline and for the assignment of rights entitling cer-
tain classes of end users to obtain gasoline with precedence over other
classes. The rationing plan could be effected only after the conserva-
tion -plan was underway, and it had been determined that other
meéthods of limiting demand”were inadequate—and after the plan -
was resubmitted to Congress ffor approval. , oo

EPCA also continues the petrcleum entitlements program‘and allo-
cation provisions of the Emergency Petroleum Allocation Act of
1973. It provides new discrétionary authority for the President to
require adjustments in the operations of any refinery in the US.
with respect to proportions of residual fuel oil or & refined petroleum .
product, if this would be necessary to assure adequate volume of any
priority product in case of shortages. : e .

Anutomotive fuel economy is another issue treated in EPCA. Private =
automobiles consume: some 40° percent of ‘total démand for oil prod-
ucts'in the U.S., and fuel economy of autos has been rapidly decreas-
ing. In 1958, average fuel consumption was 14 miles per gallon; in
1978, it had dropped to 11.6 miles per gallon. EPCA requires that the |
averdge fuel economy 'for passengér ‘autos manufactured after 1977
must:be no less than 18 miles per gallon in 1978. By 1985, the standard
is to be 27.5 miles per gallon. In addition, manufacturers must attach '
labels to each automobile indicating its fuel economiy, estimated .
annual cost of operation, and fuel economy range of other QQmpai'a}BIe"
automobiles. L Lo oot e T

State energy conservation plans and consimer product conservation
measures are to receive assistance under EPCA. A $150 million’ Fed- .
eral -grant-in-aid program ($50 miil