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S. 2207-INTRODUCTION OF A BILL 
TO PROVIDE ""MORE FLEXI13I.;E 
MORTGAGE LIMITS 

Mr. MONDALE. Mr. President, I in­
troduce today, for appropriate reference, 
a bill, jointly authored by Senator JAVITS 
and myself, to amend section 235 of the 
National Housing Act. Upon discovering 
that we were each working on this matter 
independently, Senator JAVITS and I de­
cided to pool our efforts and produce a 
jointly authored bill . ' 

The purpose of this bill is to provide 
more flexible mortgage limits in order to 
encourage the development of ,home­
ownership in high-cost areas for lower 
income families. 

BACKGROUND 

All Federal housing assistance pro­
grams impose maximum limits on total 
dwelling development costs to insure 
that only modestly priced housing is built 
under these programs. These maximum 
limits vary according to program-pub­
lic housing, 221(d) (3),236, and 235-and 
from area to area. Each program recog-

nizes that higher deve).opment cost limits 
must be allowed in high-cost areas where 
land and labor costs are higher. General­
ly speaking, the allowances for high-cost 
areas provided by statute for public hous­
ing and FHA multifamily programs like 
221 ( d) (:n and 236 are realistic and ade­
quate. This is not the case for the new 
235 hOlll rO\\'nership program, As a re­
sult, there an~ strong indications that the 
235 program will often not prove to be 
economically feasible in many high-cost 
metropolita n a reas-like New York City, 
Chicago or Washington, D.C.-which 
have some of the most severe housing 
problell1s in the Nation. 

Joseph Gabler, Director of the FHA in 
Minnesota, has informed me that "the 
single major difficulty" of the section 235 
prog-ram is the fact that the present 
mOl'tgage limits "make it almost impos­
sible to utilize section 235 in the metro­
politan areas" of Minnesota. He pOints 
out that in the cities the only way to 
Ret new construction under this program 
is to build on urban renewal land where 
t.lle cost has been lowered considerably 
1J(,low t.lle mArket level. 

Senate 
The proposed amendment would give 

the Secretary of Housing and Urban De­
velopment the authority and flexibility 
to correct this problem when and where 
it arises. 

THE NEED FOR THE AMENDMENT 

In many high-cost areas, rental build­
ings costing up to $19,000 or more per 
unit are now being built under the pub­
lic housing, 22Ud) (3) and 236 programs. 
Given today's high construction costs, 
these buildings are not elaborate struc­
tures. Present law establishes consider­
ably lower cost limits in high-cost areas 
for houses built under the section 235 
program than for those built under the 
rental programs, even though the income 
limits of the persons to be served by the 
235 and 236 programs are exactly the 
same. This is paradoxical because the 
cost of detached or semidetached houses 
on separate lots is considerably greater 
than the cost of garden apartments. As 
a result, many builders in high-cost 
areas will be discouraged by the 
stringent cost ' limits from using the 
235 program, thus frustrating Congress' 
purpose of widening opportunities for 
homeownership. 

An example will help indicate how the 
present cost limits may inhibit produc­
tion. Suppose a builder has an option on 
a tract of land on which section 235 
houses might be built. Let us assume that 
the land has certain environmental de­
flciencies-like location in a deteriorat­
ing urban area-so that houses could not 
be sold if they were financed conven­
tionally. In determining whether or not 
to exercise the option, the builder esti­
mates all his costs-including a small 
allowance for profit--if he were to build 
houses under section 235. Let us assume 
further that his estimated costs total 
$17,000, which is below the present statu­
tory cost limit of $17,500 in high-cost 
areas. He will still probably choose not 
to take the land and participate in the 
program. He rea,sons that he will not 
complete construotion for about 2 years, 
and that inflation may well erode his en­
tire margin of safety by that time. Given 
the rapid rise of labor costs, interest 
rates, and lumber prices in the last few 
years, his actual costs may well exceed 
$17,500, thereby destroYing his. profit 

margin. He is not certain that this will 
ocur, but the ~hance is great enough to 
dissuade him from taking the risk. The 
existence of rigid statutory cost limits 
is the cause of this problem. If the 
builder knows that the Secretary of HUD 
has the authority to raise cost limits in 
response to inflation, he will be more 
likely to participate in the program. But 
he is obviously less confident that Con­
gress will be able to act in time to adjust 
existing statutory cost limits in response 
to inflation. 

THE AMENDMENT AND ITS EFFECT 

The basic statutory development cot 
limit--technically it is the limit on th 
amount of the mortg~e--under the sec " 
tion 235 program is $15,000. The limit 
can be increased to $17,500 for families 
of flve or more persons. Under present 
legislation, an additional allowance of 
$2,500 is allowed for high-cost areas. 

Experience indicates that this allow­
ance will be clearly inadequate in the 
years ahead. The 221(d) (3) and , 236 
programs pennit development costs of 
up to 45 percent higher than their basic 
cost limits in high-cost areas. The pro- r 
posed amendment, which adopts the 
language of sections 221 (d) (3) and 236, 
would apply the 45-percent formula for 
high-cost areas that is used under these 
two sections to the 235 program. 

Thus, the basic mortgage limits for 
ordinary sales units, uni,.ts in coopera­
tives, and units in condominiums under 
section 235 would remain at $15,000-
and $17,500 where the mortgagor's fam­
ily includes flve or more persons. But 
under the amendment, the Secretary 
would have the power to raise these limits 
up to 45 percent "in any geographical 
area where he finds that cost levels so 
require." 

It should be emphasized that this 
amendment would not necessarily result 
in higher cpst units being built under 
253. Rather, the amendment would give 
the Secretary the flexibility to raise the 
development cost limits in high-cost 
areas where spiralling costs require such 
an increase. The current allowance of 
$2,500 does not give him sufficient flexi­
bility. 

It should also be pointed out that this 
amendment would not increase the 
monthly payments of many lower in­
come families, since they will still pay 



May 20, 1969 CONGRESSIONAL RECORD -- SENATE 

20 percent of their incQme. For those 
families who receive the maximum sub­
s idy under the law, their cost per month 
would go up slightly in these high-cost 
areas. However, these families will still 
be better off, since there would be very 
little opportunity for families in high­
cost areas to buy houses under section 
235 in its present form; the builders are 
simply not going to participate in the 
program in such areas. 

As a result of this amendment, builders 
concerned about meeting cost limits will 
be just as likely to build sales units as 
they would rental units in most of our 
metropolitan areas. The end result w11l 
be to fully effectuate the purpose of the 
235 program, which is now in serious 
trouble in those metropolitan areas of 
Lhe country. 

The VICE PRESIDENT. The bill will 
be received and appropriately referred. 

The bill (S. 2207) to amend section 
235 of the National Housing Act to pro­
vide more flexible mortgage limits in or­
der to encourage the development of 
homeownership in high-cost areas for 
lower income families , introduced by Mr. 
MONDALE (for himself and Mr. JAVITS), 
was received, read twice by its title, and 
referred to the Committee on Banking 
and Currency. 

Mr. JAVITS. Mr. President, I am today 
joining the Senator from Minnesota (Mr. 
MONDALE) in a bill, which he has just, 
offered for us both, and I ask unanimous 
consent that my remarks, together with 
a copy of the bill, may appear in the ap­
propriate place in the RECORD. 

The VICE PRESIDENT. The remarks 
a nd bill will be printed in the REcol\D 
at an appropriate place. 

Mr. JAVITS. Mr. President, it has be­
come increasingly clear in the past few 
months that the success of section 
235, homeownership, program has been 
put in doubt by the present statutory 
cost limitations. Under section 235, the 
maximum mortgage amount for a house 
of three bedrooms or less is $15,000, or 
$17 ,500 in high-cost areas. Since down­
!laymen ts must be kept low in this pro­
gram which is designed for persons of 
low or moderate income, these maxi­
mums on mortgage amount naturally 
lower ceilings on sales prices. 

In high-cost areas the section 235 pro­
gram has had little impaet because these 
statutory cost limits are much too low 
and builders are reluctant to get in­
volved in the face of rapidly escalating 
construction costs. For example, 6 years 
ago the median price of new single-fam­
ily houses built in the Washington area 
was $21,300. By 1966, it had increased 
to $26,500, and it has now increased to 
$32,500. At the end of 1968, census data 
show that only 11 percent of new houses 
sold in the West and Northeast were 
priced at under $17,500, and in the North 
Central United States only 8 percent 
were. The problem is particularly serious 

uear tne cenrer 01 major metropolitan 
areas where high land and labor costs 
make the statutory maximum cost limi­
tations in section 235 particularly seri­
ous. An FHA survey early this year in the 
Washington, D.C., area uncovered no new 
single-family houses on the market with 
sales prices under $17,500. Thus, in the 
very areas in which this program is most 
needed, the housing industry is least able 
to meet the need. 

In the face of this situation, Senator 
MONDALE and I-individually-were pre­
paring legislation to amend section 235, 
to make the statutory cost limitations 
more flexible. We have decided to join in 
offering this bill, which would authorize 
the Secretary of Housing and Urban De­
velopment to increase the cost limita­
tions by up to 45 percent in high-cost 
areas. Such an amended limitation on 
costs in high-cost areas would be con­
sistent with a similar provision of the 
section 221 (d) (3) program. 

Such an amendment to section 235 at 
this time is crucial, for there is every rea­
son to believe that costs will continue to 
rise. Lumber products have undergone an 
unprecedented price rise in the last 2 
years, prompting congre.ssional hearings 
and administrative action. Land and 
labor costs have been consistently going 
up, and, of course, we are all aware of the 
almost unprecedented increases in fi­
nancing charges. 

Recent statistics from the Department 
of Housing and Urban Develepment indi­
cate that the statutory maximums have 
limited activity under the section 235 
program in New York and in other com­
parable high-cost areas throughout the 
Nati.on. In a letter to me of May 16, 1969, 
William B. Ross, Acting Assistant Secre­
tary-Commissioner, Federal Housing Ad­
ministration, noted: 

In New York City there has been absolutely 
no activity under the Section 235 program. 
. .. To date, reservations have been re­
quested for only 32 units for the city of Al­
bany and 61 units for the city of Buffalo. 
Our experience In other major CitiCR is very 
similar. 

Mr. Ross continues: 
When .....,e consider the activity this pro­

gram bas engendered throughout the nation 
and the backlog of requests for assistance 
amounting to over 60,000 units which we 
have not been able to fund, we can better 
judge the impact of the cost limits In the 
high cost areas. 

Mr. President, I ask unanimous con­
sent that the correspondence with Mr. 
Ross be inserted in the CONGRESSIONAL 
RECORD at the conclusion of my remarks, 

The VICE PRESIDENT. Without ob­
jection, it is so ordered. 

(See exhibit 1.) 

Mr. JAVITS. Mr. President, this in­
crease in the statutory cost limitations 
in hir-h-cost areas in the section 235 
homeownership program has been en-
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dorsed by several major groups. At its 
recent conference, the National Housing 
Conference approved a resolution calling 
for such an amendment, and in recent 
hearings on lumber price increases be­
fore the Housing Subcommittee of the 
Senate Banking and Currency Commit­
tee, the National Association of Home 
Bullders recommended that a 45-percent 
increase in costs for high-cost areas be 
allowed under section 235. Also, in a let­
ter to Housing and Urban Development 
Secretary George Romney, the Council 
of Housing Producers stated: 

Housing costs have increased approxi­
mately 10% or more since legislation wu 
first drafted for the 1968 Housing Act. HOD 
should ask for legislation which would regu­
late Increues on statutory limits for 235 and 
236. With coSts increasing as they have been 
in the past two years, It w1ll be almost im­
possible, In many areas, to build single fam-
11y housing within the present limitations. 
. .. Money will go unused In many Cities 
because prOducers will not be able to build 
single fam11y homes within th~ l1m1tations. 

Mr. President, I am pleased to join 
Senator MONDALE in offering this bill. I 
hope that it will have early and serious 
consideration in the Congress. 

ExHIB-tT 1 
MAy 15, 1969. 

Mr. MORTON BARUCH, 
Director, Low and Moderate Income Hou.$ing, 

Department 01 Hou.sing and Urban De­
velopment, Washington, D .C. 

DEAR MR. BARUCH : I am deeply concerned 
about the possible impact of present statu­
tory cost limits for high-cost areas in section 
235 of the National Housing Act. It has been 
brought to my attention that the present 
limits are seriously Inhibiting the success of 
this program In certain areas of the nation . 
Accordingly, I am considering intrOduction 
of legfslatlon to amend section 235 ·to in­
crease the cost limitations to 45 percent of 
existing dollar-lIml til. tlons In certain geo­
graphical areas to be designated by the 
Secretary of Housing and Urban Develop­
ment. Such a prOvision would be consistent 
with present limitations in "below market 
Interest rate" progralIll5. . 

In connection with this matter, could you 
Indicate to me the number of applications 
and the general level of actiVity under the 
section 235 program In the New York Re­
gional Office of the Department of HUD. In 
addition, I would appreciate Information as 
to the level of activity In other areas of the 
nation with cost figures similar to that of 
the New York Region. 

I would deeply appreciate your immediate 
attention to this matter. Please relay any In­
formation to my legislative assistant, Emil 
Frankel, In Room 320, Old Senate Office 
Building (225--6542) . 

With best wishes, 
Sincerely, 

JACOB K . JAVITS. 
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DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT, FEDERAL HOUSING 
ADMINISTRATION , 

Washington, D.O., May 16, 1969. 
Hon. JACOB K. JAVI'l'S, 
U .S. Senate, 
Washington, D .O. 

DEAR SENATOR JAVITS : I am replying to 
your lette~ of May 15, 1969, addressed to 
Mr. Morton A. Baruch of my staff concern­
ing the statu.tory lImlt.s which have been es­
tablished for the Section 235 homeownershlp 
program. 

From our experience with the Initial as­
sistance funding made available to the pro­
gram It would appear that the statutory 
maximums have limited activity In New York 
and other compar a-ble high cost areas 
throughout the nation. In New York-City 
there has been absolutely no activity under 
the Section 235 program either for project 
proposals for five or more units or on an in­
dividual basis for proposals Involving four 
or less units. To date. reservations have been ' 
requested for only 32 units for the city of 
Albany and 61 units for the city' of BulIalo. 
Our experience In other major cities is very 
similar. Assistance has been requested for 
only 181 units In Chicago; 250 units In De­
troit; 73 units In Los Angeles and there have 
been no requests for assistance in the cities 
of San Francisco and Boston. 

When we consider the activity this pro­
gram has engendered throughout the nation 
and the backlog of requests for assistance 
amounting to over 60,000 units which we 
have not been able to fund, we can better 
Judge the Impact of the cost !lmits In the 
high cost areas. 

You may be assured that within the legis­
lative constraints every possible effort will 
be made to provide asSistance to these areas 
by stressing the uti!lzation of the Section 
235(J) nonprofit rehab11ltation program as 
well as rehabll1tation under the regular 
homeownership assistance progTam. We wlll 
also permit maximum utll1zation of that 
percentage of funds available for existing 
housing. 

In view oC your request for our immediate 
response in this matter, I am having this 
letter hand carried to your office. 

Sincerely yours, 
WM. B . Ross. 

Acting Assistant Secretary-Oommissioner. 

The text of the bill is as follows : 
s. 2207 

A blll to amend section 235 of the National 
Housing Act to provide more fiexible, mort­
gage limits in order to encO'Ul'lLge the de­
velopment of homeownershlp in high-coot 
areas for lower income familles 
Be it enacted by the Senate and' House of 

Representatives of the United States 01 
A merica in Oongress assembled, That section 
236 of the National Housing Act is amended-

(1) by striking out the last proviso in sub­
section (b) (2) and inserting in !leu thereof 
the following: ": Provided further, That the 
amount of the mortgage attributable to the 
dwell1ng unit shall involve a principe.! obllga­
tlon not in excess of $15,000 (or $17,500, if 
the mortgagor's family includes five or more 
persons), except that the Secretary may, by 
regulation, increase the foregoing dollar 
amount llmltations by not to exceed 45 per 
centum in any geographical area where he 
finds that cost levels 80 require"; -and 

(2) by redesignating subparagraph (C) of 
subsection (i) (3) as subparagraph (D) , and 
by striking out subparagraph (B) of such 
subsection and inserting in lleu thereof the 
following : 

.. (B) involve a principal obligation (includ­
ing such initial service charges, and such 
appralsal, inspection, and other fees, as the 
Secretary shall approve) in an amount (i) 
in the case of a s1ngle~famlly dwelling, not 
to exceed $15,000 (or $17,500, if the mort­
gagor's famlly includes five or more persons), 
01' (11) in the case of a tWO-family dwell1ng, 
not to exceed $20,000: Provided, That the 
Secretary IOay, by regulation, increase the 
foregoing dollar amount llinttations by not 
to exceed 45 per centum in any geographical 
area where he finds that cost levels 50 re­
quire; 

"(C) where it is to cover a one-famlly unit 
in a condominium project, have a principal 
obligation not exceeding $15,000 (or $17,500, 
if the mortgagor's family includes five or 
more persons), except that the Secretary 
may, by regulation, increase the foregoing 
doUar amount limitations by not to exceed 
45 per centum in any geographical area 
where he finds that cost levels SO require; 
and". 
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"The purpose of this bill is 

to provide more flexible mortgage 

limits in order to encourage the 

development of homeownership in 

high-cost areas for lower income 

families. • • If a builder knows 

that the Secretary of HOD has the 

authority to raise cost limits in 

response to inflation, he will be 

more likely to participate in the 

Sec. 235 program." 

-Senator Walter F. Mondale 
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Senate 
S. 2207-INTRODUCTION OF A BILL 

TO PROVIDE MORE FLEXIBLE 
MORTGAGE LIMITS 
Mr. MONDALE. Mr. President, I in­

troduce today, for appropriate reference, 
a bill, jointly authored by Senator JAVITS 
and myself, to amend section 235 of the 
National Housing Act. Upon discovering 
that we were each working on this matter 
independently, Senator JAVITS and I de­
cided to pool our efforts and produce a 
jointly authored bill. 

The purpose of this bill 'is to provIde 
more flexible mortgage limits in order to 
encourage the development of home­
ownership in high-cost areas for lower 
lncome families. 

BACKGROUND 

All Federal housihg assistance pro­
grams impose maximum. limits on total 
dwelling development costs to insure 
that only modestly priced housing is built 
~der these programs. These maximum 
l1mlts vary according to program-pub­
lic housing, 221 (d) (3) , 236, and 235-and 
from area to area. Each program. recog-

nizes that higher development cost limits 
must be allowed in high-cost areas where 
land and labor costs are higher. General­
ly speaking, the allowances for high-cost 
areas provided by statute for public hous­
ing and FHA multifamily programs like 
221 (d) (3) and 236 are realistic and ade­
quate. This is not the case for the new 
235 homeownership program. As a re .. 
suIt, there are strong indications that the 
235 program will often not prove to be 
economically feasible in many high-cost 
metropolitan areas-like New York City, 
Chicago or Washington, . D.C.-which 
have some of the most severe housing 
problems in the Nation. 

Joseph Gabler, Director of the FHA in 
Minnesota, has informed me that "the 
single major difficulty" of the section 235 
program is the fact that the present 
mortgage limits "make it almost impos­
sible to utilize section 235 in the metro­
politan areas" of Minnesota. He points 
out that in the cities the only way to 
get new construction under this program 
is to build on urban renewal land where 
the cost has been lowered considerably 
below the market level. 
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The proposed amendment wol.1'1d give 
the Secretary of Housing and Urban De­
velopment the authority and flexibility 
to correct this problem when and where 
it arises. 

THE NEED FOR THE AMENDMENT 

In many high-cost 'areas, rental build­
ings costing up to $19,000 or more per 
unit are now being built under the pub­
lic housing, 221 (d) (3) and 236 programs. 
Given today's high construction costs, 
these imlldings are not elaboratestruc­
tures. Present law establishes consider­
ably lower cost limits in high-cost areas 
for houses built under the section 235 
program than for those built under the 
rental programs, even though the income 
limits of the per$ons to be served by the 
235 and 236 programs are exactly the 
same. This is paradoxical because the 
cost of detached or semidetached houses 
on separate lots is considerably greater 
than the cost of garden apartments. As 
a result, many builders in high-cost 
areas will be discouraged by the 
stringent cost limits from usin&" the 
235 program, thus frustrating Congress' 
purpose of widening opportunities for 
homeownership. 

An example will help indicate how the 
present cost limits may inhibit produc­
tion. Suppose a builder has an option on 
a tract of land on which seCtion 235 
houses might be built. Let us assume that 
the land has certain environmental de­
ficiencies-like location in a deteriorat­
ing urban area-so that houses could not 
be sold if they were financed conven­
tionally. Iil determining whether or nQt 
to exercise the option, the builder esti­
mates all his costs-including a small 
allowance for profit-if he were to build 
hQuses under section 235. Let us assume 
further that his estimated costs total 
$17,000, which is below the present statu­
tory cost limit of $17,500 in high-cost 
areas. He will still probably choose not 
to take the land and participate in the 
program. He reasons that he will not 
complete construction for about 2 years, 
and that infiatlon may well erode his en­
tiremar~in of safety by that time. Given 
the rapid rise of labor costs, interest 
rates, and lumber prices in the last few 
years, his actual costs may well exceed 
$17,500, thereby destroying his profit 
margin. He is not certain that this will 
ocur, but the chance is great enough to 
dissuade him from taking the risk. The 
existence Qf rigid statutory cost limits 
is the cause of this problem. If the 
builder knows that the Secretary of HUD 
has the authority to raise cost limits in 
response to inflation, he will be inore 
likely to participate in the program. But 
he is Qbviously less confident that Con-
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gress will be able to act in time to adjust 
existing statutory cost limits in response 
to inflation. 

THE AMENDMENT AND ITS EFFECT 

The basic statut9ry develQpment cost 
limit-technically it is the limit on the 
amount of the mortgage-under the sec­
tion 235 program is $15,000. The limit 
can be increased to $17,500 for families 
of five Or mOire persons. Under present 
legislation, an additional allowance of 
$2,500 is allowed fQr high-cost areas. 

Experience indicates that this allow­
ance will be Clearly inadequate in the 
years ahead. The 221 (d) (3) and 236 
programs permit development costs -of 
lip to 45 percent higher than their basic 
cost limits in high-cost areas. The pro­
posed amendment, which adopts the 
language of sections 221 (d) (3) and 236, 
would apply the 45-percent formula for 
high-cost areas that is used under these 
two sections to the 235 program. 

Thus, the basic mortgage limits for 
ordinary sales units, upits in coopera­
tives, and units in condominiums under 
section 235 would remain at $15,000-
and $17,500 where the mortgagor's fam­
ily includes five or more perso~. But 
under th~ amendment, the Secretary 
would-have the power to raise these limits 
up to 45 percent "in any geographical 
area where he finds that cost levels so 
require." 

It should be emphasized that this 
amendment would not necessarily result 
in higher cost units being built under 
253. Rather, the amendment would give 
the Secretary the flexibility to raise the 
development cost limits in high-cost 
areas where spiralling costs require such 
an increase. The current allowance of 
$2,500 does not give him sufilcient flexi­
bility. 

It should also be pointed out that this 
amendment would not increase the 
monthly payments of many lower in­
COme families, since they will still pay 
20 percent of their income. For those 
families who receive the maximum sub­
sidy under the law, their cost per month 
would go up slightly in these high-cost 
areas. However, these families will still 
be better off, since there would be very 
little opportunity for families in hIgh­
cost areas to buy houses under section 
235 in its present form; the builders are 
simply not going to participate in the 
program in such areas. 

As a result of this amendm.ent, builders 
concerned about meeting Cost limits will 
be' just as likely to build sales units. as 
they wotild rental units in most of our 
metropolitan areas. The end result will 
be to fully effectuate the purpose of the 
235 program, which is now in serious 



trouble in those metropolitan areas of 
the country. 

The VICE PRESIDENT. The bill will 
be received and appropriately referred. 

The bill (S. 2207) to amend section 
235 of the National Housing Act to pro­
vide more flexible mortgage limits in or­
der to encourage the development of 
homeownership in high-cost areas for 
lower 1ncome families, introduced by Mr. 
MONDALE (for himself and Mr. JAVITS), 
was received, read twice by its title, and 
referred to the Committee on Banking 
and Currency. 

Mr. JA VITS. Mr. President, I am today 
joining the Senator from Minnesota (Mr. 
MONDALE) in a bill, which he has just 
offered for us both, and I ask unanimous 
consent that my remarks, together with 
a copy of the bill, may appear in the ap­
propriate place in the RECORD. 

The VICE PRESIDENT. The remarks 
and bill will be printed in the RECORD 
at an .appropriate place. 

Mr. JA VITS. Mr. President, it has be­
come increasingly clear in the past few 
months that the success of section 
235, homeownership, program has been 
put in doubt by the present statutory 
cost limitations. Under section 235, the 
maximum mortgage amount for a house 
of three bedrooms or less is $15,000, or 
$17,500 in high-cost areas. Since down­
pa.yments must be kept low in this pro­
gram which is designed for persons of 
low or moderate income, these maxi­
mums on mortgage amount naturally 
lower ceilings on · sales prices. 

In high-cost areas the section 231i_pro­
gram has had little impact beCause these 
statutory cost limits are much too low 
and builders are reluctant to get in­
volved in the face of rapidly escalating 
construction costs. For example, 6 years 
ago the median price of new single-fam­
ily houses built in the Washington area 
was $21,300. By 1966, it had 1ncreased 
to $26,500, and it has now increased to 
$32,500. At the end of 1968, census data 
show that only 11 percent of new houses 
sold in the West and Northeast were 
priced at under $17,500, and in the North 
Central United States only 8 percent 
were. The problem is particularly serious 
near the center of major metropolitan 
areas where high land and labor costs 
make the statutory maximum cost limi­
tations in section 235 particularly seri­
ous. An FHA survey early this year in the 
Washington, D.C., area uncovered no new 
single-family houses on the market with 
sales prices under $17,500. Thus, in the 
very areas in which this program is most 
needed, the housing industry is least able 
to meet the need. 

In the face of this situation, Senator 
MONDALE and I-Individually-were pre­
paring legislation to amend section 235, 
to make the statutory cost limitations 
more flexible. We have decided to join in 
offering this bill. which would authorize 
the Secretary of Housing and Urban De­
velopment to increase the cost limita­
tions by up to 45 percent in high-cost 
areas. Such an amended limitation on 
costs in high-cost areas would be con­
S1stent with a sfmflar provision of the 
section 221 (d) (3) program. 
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Such an amendment to section 235 at 
this time is crucial, for there is every rea­
son to believe that costs will continue to 
rise. Lumber products have undergone an 
unprecedented price rise in the last 2 
years, prompting congressional hearings 
and administrative action. Land and 
labor costs have been consistently going 
up, and, of course, we are all aware of the 
alIriost unprecedented increases in fi­
nancing charges. 

Recent statistics from the Department 
of Housing and Urban Development indi­
cate that the statutory maximums have 
limited activity under the section 235 
program in New York and in other com­
parable high-cost areas throughout the 
Nation. In a letter to me of May 16, 1969, 
William B. Ross, Acting Assistant Secre­
tary-Commissioner, Federal Housing Ad­
ministration, noted: 

In New York City there has been absolutely 
no activity under the Section 235 program, 
... To date, reservations have been re­
quested for only 32 units for the city of Al­
bany and 61 units for the city of Buffalo. 
Our experience in other major cities is very 
simUar. 

Mr. Ross continues: 
When we consider the activity this pro­

gram has engendered throughout the nation 
and the backlog of requests for assistance 
amoun~ing to over 60,000 units which we 
have not been able to funti, we can better 
judge the impact of the cost limits in the 
high cost areas. 

Mr. President, I ask unanimous con­
sent that the correspondence with Mr. 
Ross be inserted in the CONGRESSIONAL 
RECORD at the conclUsion of my remarks. 

The VIC» PRESIDENT. Without ob­
jection, it is so ordered. 

(See exhibit 1.) 
Mr. JA VITS. Mr. President, this in­

crease in the statutory cost limitations 
in high-cost areas in the section 235 
homeoMlership program has been en­
dorsed by several major groups. At its 
recent conference, the National Housing 
Conference approved a resolution calling 
for such an amendment, and in recent 
hearings on lumber price increases be­
fore the Housing Subcommittee of the 
Senate Banking and Currency Commit­
tee, the National . Association of Home 
Builders recommended that a 45-percent 
increase in costs for high-cost areas be 
allowed under section 235. Also, in a let­
ter to Housing and Urban Development­
Secretary GeQrge Romney, the Councll 
of Housing Producers stated: 

Housing costs have increased approxi­
mately 10% or more since legislation was 
first drafted for the 1968 HOUSing Act. BUD 
should ask for legislation which would regu­
late increases on statutory l1mits for 235 and 
236. With costs increasing as they have been 
in the past two years, it Will be almost im­
possible, in many areas, to build single fam­
fly housing Within the present · l1mJtations. 
. • . Money w1ll go unused in many cities 
because producers w1ll not be able to build 
Bingle famlly homes Within the 11m1tatlons. 

Mr. President, I am pleased to join 
Senator MONDALB in offering this bill. I 
hope that it will have early and serious 
consideration in the Congress. 



EXHIBIT 1 
MAY 15, 1969. 

Mr. MORTON BARUCH, 
Director, Low and Moderate In(:ome Houstng, 

Department of Houstng and Urban De­
velopment, Washington, D.C. 

DEAR MR. BARUCH: I am deeply concerned 
about the possible impact of present statu­
tory cost limits for high-cost areas in section 
235 of the National Housing Act. It has been 
brought to my attention that the present 
limits are seriously inhibiting' the succ~ss of 
this program in certain areas of the nation. 
Apcordingly, I am considering introduction 
of legislation to amend section 235 to in­
crease the cost limitations to 45 percent of 
existing dollar-limitations in certain geo­
graphical areas to be designated by the 
Secretary of Housing and Urban Develop­
ment. Such a provision would be consistent 
with present limitations in "below market 
interest rate" programs. 

In connection with this matter, could you 
indicate to me the number of applications 
and the general level of activity under the 
section 235 program in the New York Re­
gional Office of the Department of HUD. In 
addition, I would appreciate infor.mation as 
to the level of activity in other areas of the 
nation with cost figures simUar to that of 
the New York Region. 

I would deeply appreciate your immediate 
att.ention to this matter. Please relay any in­
formation to my legislative asSistant, EmU 
Frankel, in Room 320, Old Senate Office 
Bui~ding (225-6542). 

With best Wishes, 
. Sincerely, 

JACOB K. JAvrrs. 

DEPARTMENT OF HOUSING AND URBAN 
DEvELOPMENT, FEDERAL lfOUSING 
ADMI~STRATION,_ 

Washington, D.C., May 16, 1969. 
Hon. JACOB K. JAVITS, . 
U.S. Senate, 
Washington, D.C. 

DEAR SENATOR JAVITS: I am replying to 
your letter of May 15, 1969, addressed to 
Mr. Morton A. Baruch of my staff concern­
ing the statutory limits which have been es­
ta.bUshed for the Section 235. homeownership 
program. 

From our experience with the initial as­
sistance funding made availa.ble to the pro­
gram it would appear thast the statutory 
maximums have limited activity in New York 
and other compamble high cost areas 
throughout the n8ltion. In New York City 
there has been absolutely no activity under 
the Section 235 program either for project 
proposals for five or more units or on an in­
dividual basis for proposals involving four 
or less units. To date, reserv8ltions 'have been 
requeste.d for only 32 units for the city of 
Albany and 61 units for the city of Buffalo. 
Our experience in other major cities is very 
similar. Assistance has been requested for 
only 181 units in Chicago; 250 units in De­
troit; 73 units in Los Angeles and there have 
been no requests for assistance in the cities 
of San Francisco and Boston. 

When we consider the activIty this pro-
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gram has engendered ,throughout the nation 
and the b8ICklog of requests Jor assistance 
amounting to over 60,000 unite which we 
have not been able to fund, we can better 
judge the impact of the coet l1mUs in the 
high cost areas. 

You may be 8I8Sured that within the legis­
lative cons.tll8.ints every possible effort vim 
be made to provide assistance to these areas 
by stresSing the utillza.tion of the Section 
235(3) nonprofit reha.biUtation program as 
well as rehablUtation under the regul~ 
homeownership assistance program. We will 
also permit maximum ut1l1za.tion of that 
.percentage of funds available for exIsting 
housing. 

In view of your request for our immediate 
response in this matter, I am having this 
letter hand carried to your otftce. 

Sincerely yours, 
WK. B. Ross, 

Acting Assistant Secretary-Commissioner. 

The text of the bill is as follows: 
s. 2207 

A b1ll to 'amend section 235 of the N~tional 
Housing Act to provide more fi~x1ble mort­
gage limits In order to encourage the de­
"elopment of homeownership In high-cost' 
areas for lower Income families 
Be it enacted by the Senate and House 01 

Representatives Of the United States of 
America in Congress assembled, Tha.t section 
235 of th~ National Housing Act is amended-

(1) by striking out the last proviso in sub­
section (b)'(2) and 1nserting in lieu thereof 
the folloWing: If: Provided further, That th~ 
amount of the mortgage attributable to the 
dwel11ng un1t sihaJ.linvolve a princ1peJ. obligs. ... 
tion not in excess of $15,000 (or $17,500, if 
the mortgagor's family includes five or more 
persons), -except "that the Secretary may, b!1 
regulation, increase the foregoing dollar 
amount limitations by not to exceed 45 per 
centum in any geographical area where he 
finds that cost · levels so require"; and 

(2) by redesignating subparagraph (C) of 
subsection (i) (3) as subparagraph (D), and 
by striIqng ollt subparagraph (B) of such 
subsection and inserting in lieu thereot the 
following: 

"(B) involve a princIpal obligation (includ­
ing such initial servlc~ charges, and such 
appra.1sal, inspection, and other fees, as the 
SecretaI'1 shall approve) in an amount (i) 
in the case of ,a single-family dwelllng, not 
to exceed $15,000 (or $17,500, if the mort­
gagor's family Incl~des five or mOre persons), 
or (11) in the c~ of a two-family dwelllng,. 
not to exceed $20,000: Provided, That the 
Secretary may, by regulation, 1ncrease the 
foreg9Ing dollar amount limitations by not' 
to exceed 45 per centum in any geographical 
e.rea. where he finds that cost levels so re­
quire; 

"(C) where it is to cover a one-famlly unit 
in a condominium project, have a principal 
obligation not exceeaing $15,000 (or $17,500, 
if the mortgagor's family includes five or 
more persons), except that the Secretary 
may, by regulation, increase the foregoing 
dollar amount llmitations by not to exceed 
45 per centum in any geographical. area 
where he finds that cost levels so require; 
and". 
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ENVmONMENTAL QUALITY 

HON. GAYLORD NELSON 
OF WISCONSIN 

IN THE SENATE OF THE UNITED STATES 

Tuesday, July 8, 1969 

Mr. NELSON. Mr. President, at the 
commencement exercises of Winona 
State College in early June, the Senator 
from Minnesota (Mr. MONDALE) spoke 
to graduating seniors on the environ­
ment they will inherit. 

What the Senator had to say concerns 
us all, and it is this : that mankind, with 
his command of technology, now has the 
power to effect irreversible change on the 
environment; change that, no matter 
how much be may wish -it, man has no 
power 'to overturn. 

In Denver, a 2-mile-deep well, origi­
nally drilled to dispose of pesticide 
wastes, is now suspected of causing man­
made earthquakes. They cannot be 
stopped. 

In Lake Erie, a half-century of abuse 
has raised the specter of what a somber 
Department of Interior report calls a 
"biological cataclysm" that could rapidly 
exhaust the free oxygen in the lake. 

As Senator MONDALE says, we are in­
deed, "a nation bedazzled by technology 
and addicted to crash solutions. But 
this kind of mentality will no longer 
serve us, if we are to build an environ­
ment .worthy of man in this place, in this 
age." 

I ask unanimous consent for inclusion 
of the Senator's remarks in the RECORD. 

There being no objection, the remarks 
were ordered to be printed in the RECORD, 
as follows: 

ENVIRONMENT AND THE FUTURE 
(Address by Senator WALTER F. MONDALE at 

Winona State College commencement, 
Friday, June 13, 1969, Winona, Minn.) 
Americans have always had a curious 

love-hate relationship with their environ­
ment. Unlike the original Inbabitants of the 
continent, the American Indians-who were 

'bound to their land in a marriage of love-­
the white settler viewed the charms of a 
virgin continent with lust in his eyes and 
rape in his heart. 

Thus, while the pioneer might have ad­
mired the purple mountain's majesty, his 
first thought was to gouge as many minerals 
out of her as rapidly as possible. A forest 
was something to be cut down; a river a 
convenient dumping ground; a buffalo herd 
an early exercise in genocide. And, once the 
forests where he lived were gone; the rivers 
unfit . to drink; the buffalo reduced to 
bleached bones, there were always plenty 
more where they came from, out In the West. 
Now the frontier is gone, but the frame of 
mind it induced in a people Is with us to 
this day. 

Senate 
What the Indians' religion and mores in­

stilled In him as an article of faith we are 
only now beginning to dimly percelve--that 
we are not outside OUI' enVironment, much 
less the master of it. We are In fact Insep­
arable from it, and each action of man upon 
the physical world produces an equal-and 
sometimes opposlte--reactlon upon man 
himself. 

The reaction is sometimes immediately 
vlslbfe, and dramatiC, such as when a man­
made chemical wipes out all life In a river. 
Other reactions are more subtle, more pro­
found. ' 

Your generation and mine are the in­
heritors of both the physical issue of this' 
early violence practiced on the land and, 
more important, of the frame of mind thai 
produced it--for it endures even in the 2()th 
century. 

Thus, physically, because of an attitude 
that, as one critic put a: "looks upon one­
half the continent as a mine to be stripped 
of resources as rapidly as posslble--and the 
other hal! as a dump to get rid of the 
wastes"-we find that--

We pour some 130 million tons of carbon 
monOxide, sulphur and other dangerous 
pollutants into the air each year, and that 
every metropolitan airshed in the country is 
polluted, to one degree or another; 

We find m,any major rivers, and one of the 
Great Lakes, are for all practical purposes 
denuded of the free oxygen needed to sup­
port marine life : 

We find the earth 's biosphere-that thin, 
fragile envelope of air, water and land that 
sustains all lIfe--we find It laden with 500 
million pounds of DDT, a persistent and 
nearly Immortal pesticide. 

And we find our dally lives Increasingly 
dominated by the works of man; the out­
door heritage that is a part of our very 
makeup we find increasingly crowded, less 
wild and more like the artifiCial environment 
we have created. 

These conditions we can see with our own 
eyes. They are reported dally In the media 
and discussed In the halls of Congress and In 
every forum across the nation. 

They are different in degree, but not In 
kind, from the careless stewardship of re­
sources that our ancestors practiced. But 
now, because of his mastery of the physical 
SCiences, and because of the heedlessness of 
his problem-solving techniques, man is able 
to induce changes In his environment of 
quite a different order, changes that may 
occur with terrifying suddenness and be, In 
fact, irreversible. 

For instance--
At the Rocky Mountain arsenal In Denver 

where the pestiCide residues once stored 
above ground in settling ponds threatened 
domestic water supplies and wildlife, a two­
mile deep well was drilled to place these 
dangerous liquids below the water tables 
used for drinking and Irrigation. 

This "solved" one environmental and eco­
nomic problem-disposlng of a poisonous 
man-made substance--but it may well have 

created a worse one. For, one month after the 
Army began to pour milllons of gallons of 
waste down this hole, Denver was shaken by 
Its first earthquake of the century, and has 
since been shaken by scores more, none, so 
far, heavy enough to cause loss of life or 
property damage on a vast scale. 

SCientific opinion, consulted after the well 
was drilled, is divided. Some geologists see 
no relationship between the original quake, 
whose epicenter was in the Arsenal region' 
others believe that some several hunctred"":' 
million gallons of polson water pumped 
down the hole has lubricated a fault under 
the city, allowing slippage and quakes. 

Whatever the scientific merit of both argu­
ments, It Is impossible to pump the water 
out. 

Lately the arsenal has been in the news 
again, for it was from here that enough 
nerve gas to wipe out several billion people 
was to depart by rail for the Atlantic Coast 
where it was to be put aboard freighters: 
hauled out to sea, and dumped. An outraged 
public has temporarily halted this ; the nerve 
gas, at last report, now resides In the open 
under one of the fllght paths for a com­
merolal airport. 

At Ithat, the nerve gas would be'but one of 
some half a million substances presently 
dumped in the ocean. These include pesti­
cides, radioisotopes and chemicals, only a 
fraotlon of which have ever been tested for 
their long-term effect on man and the 
ecology that supports him. 

Here again, man responds recklessly, with 
little to guide him. Some 70 percent of the 
earth's photosynthetic oxygen Is produced by 
micro-organlsniS" suspended in the oceans' 
surface water. What these chemicals' effect 
on these organisIns is, no one precisely 
knows. What would happen to marine life, 
If a tanker loaded with herbicides for use 
against foliage in Vietnam crashed upon the 
ocean rocks, such as the Torrey Canyon did 
with its cargo of oil-no one knows. 

Another example : 
Man has lived on the shores of Lake Erie 

for milenla. with no noticeable etIect on the 
Lake itself. But over the past 50 years, with 
the use of the Lake as a dumping ground for 
solid and liquid wastes, man haa managed to 
artificially "age" the lake by an estimated 
15,000 years; in other words, the lake is 
15,000 years nearer "death"-a, process that 
happens to all lakes sooner or 'later than if 
he made wise use of this resource. 

And now, according to Department of In­
terior SCientists, who are not given to rash 
statements, "It is I possible that ... Lake 
Erie may face a sudden biological cataclysm 
that will exhaust, for a time, most of the 
oxygen in the greater part of the lake . . . 
(this) could come with explosive sudden­
ness ." 

The lake has come to its present state be­
cause pollution has grown geometrically, 
while knowledge of its effects has grown only 
o.rithmetlcally. For 50 years now man has 
been adding great quantities of phosphorous 
to the lake. Phosphorous ,stimulates the 
growth of algae, which blooIns In gTeat quan­
tities during the spring and fo.ll. The algae 
dies fast and sinks to the bottom of the lake, 
fouling it with organic matter. 



Meantime, even more ph06phorous--which­
most sewage treatment plants being bullt to­
day do not remove-l8 poured on top ot the 
dead algae on the lake bottom. Now, there is 
grave danger that the pr~ 18 selt-gen~:at­
ing and that the "biological cataclysm of 
oxygen exhaustion could take place With ter­
rifying swiftness. 

And so, near the Continental Divide in Col­
orado; in the sea around us; in the Great 
Lakes; man is tinkering With profound forces , 
which may well prove to be beyond hl8 ability 
to counter;once set in motion. , 

The same torces that have brought Erie 
near death are at work on Lake Superior, 
greatest ot the Great Lakes, and the world's 
largest body ot still 'relatively unpolluted 
water. Because the lake 18 big, and because 
population 18 less concentrated on its shores, 
we still have time to save it, if we act 
promptly. , 

But doing so Will take more than just 
money. It will take a conscious decision by 
private industry, government and the citiZens 
of Minnesota to cease using the Lake as a 
dumping ground and sewer, and to begin 
looking upon it as the unique, priceless nat­
ural resource that it really 18. Whether or not 
this will be done in time remains to be seen. 

The truth of the matter is, our ab1l1ty to 
pollute our environment has outrun our 
knowledge ot pollution's effects and how to 
stop it. 

I was shocked to learn, when I first came to 
the Senate some years ago, of the primitive 
state of Tesearch in lake pollution. It 18 no 
exaggeration to say that we now know more 
about the composition of the lunar surface 
than we do about what causes a lake to die­
and how to 'prevent it. 

For three years now, I have had legtslll.tlon 
before the Congress to fund at least a begin­
ning in lake research. Last year the measure 
passed both houses, only to die because of 
differences in the two bills. Thls year the bill 
18 contained in the omnibus water pollution 
control act, and I am hopeful of passage. 

Once the leglslation is passed the really 
hard work Will begin; the fight to obtain ade­
quate tunding. And herein lies much or our 
present problem with pollution control. 

Although we are ready, willing and able to 
fuel the engines of war-last year at 97 per­
cent of the amount the Pentagon requested­
the NatIon tsfar less willing to spend the 
money to clean its own nest. 

Over the past five fiscal years--
We provided less than halt the amount 

requested at the federal level for grants to 
build sewage' treatment planm; 

We provided Just over 60 percent of the 
aIlll?unt requested for air pollution control; 

And we provided less than a third of the 
amount requested for water and sewer 
grants. 

Although federal spending for all natural 
resources purposes-pollution control, parks, 
recreation areas-has been C(l1mblng grad­
ually we are actually spending a smaller per­
centage of the total federal budget now, in 
fiscal 1970, than we did five years ago. 

The result 18, as far as the environment 
is concerned, we are Just barely managing 
to hold our own, if that. 

We often talk about a pollution problem, 
or a park problem, or an air problem. But 
what we have in thl8 country, really, 18 a 
war problem. 

Thl8 year the , federal government will 
spend Just over 300 mimon dollars to help 
'buUd sewage plants and to control air pol­
lution. I have not been around Washington ' 
so long that I look upon this amount as 
a pIt1;ance, but compared to defense spend­
ing, that's ,Just what it is. 

Three hundred million dollars would run 
the Vietnam war for 4 days and 8 hours. It 
represents less thEm one percent ot what we 
will spend this year on wars, past, present 
and future. 

We are Willing to pick up the ta~50 
million a few weeks ago---'for a submarine 
that sank immediately upon launching. 

We were Willing to .pick up $23 billion, 
accordUig to Senator Symington, for 43 sep­
arate missile systems once deemed vital to 
the natIonal security that were abandoned 
prior to deployment or rapidly became 
obsolete. 

But we are not wUling to pIck up the 
tahle to clean our rivers, our lakes, our air. 
And it 18 not only government that is at 
fault: 

Private busiriese each year spends billIons 
of dollars-as they should-to a(Jvertise their 
producm. They spend hundreds of mUlion 
more in research to bring forth new prod­
ucts. But, with very few exceptIons, they &re 
very unWilling to spend money to find out 
how to dispose of the products once they're 
dl8carded, or to clean up the wastee pro­
duced by their manufacture. 

I really cannot believe that a nation which 
next month Will land men on the moon 
cannot devise aD. auto exhaust control 'sys­
tem that wlliclean up the air. I cannot 
really believe that a nation that each year 
produces 5 million cars cannot devise a 
means of disposing of their corpses, once 
they're worn out. 

I am convinced that we Will never build a 
liveable environment in thl8 nation-to say 
not~1ng of bullding a decent society, with 
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deCent housing and no hungry children­
until we re-order our priorities. 

I believe tb1s very deeply, and I do not 
believe this makes me either a neo-isola­
tionist or a pacifist. I beLieve arms are neces­
sary for survival in 'the age in which we live. 
'But I am no longer prepared to hand the, 
'military a blank check each year. 

We are eo nation bedazzled by technology 
and addicted to crash solutions. We are a 
pragmatic people, one whoae first response, 
in facing any 4llemm&, is to look for an 
instant answer. 

But this kind of mentality will no longer 
serve us, if we are to b).lUd an environ­
ment worthy of a man in thl8 place, in this 
age. ' 

This generation does not have the excuse 
of environmental ignorance that ()()uld per­
haps Justify the past excesses we have v1alted 
on the continent. We now know the I'ffects 
of our actions. We can see, smell and touch 
the products of unwlse resource manage­
ment. They are all around us. 

Until we act on this knowledge ... until 
we somehow engineer into the very structure 
ot government a system of determining the 
long-term effects of scientific change on the 
environment, we are, in a' very real sense, 
playIng Russian Roulette with our destiny. 

There is this, and m.ore: 
We hear a great deal nowadays about 

allenation; about a feeling of powerlessness 
that aiflicts the poor and middle class alike. 

I wonder it part, of the reason tor this 
public unhappiness," isn't a belie!, on the 
feeling, which Paul GoodWin called "the 
part of many of us, that somehow we have 
lost control over our own destiny. ' 

A case in poInt: 
The Mississippi fiows past Wtnona here, 

and Within the next tew years, it present 
plans go through, radioactive wastes from a 
nuclear power plant upstream Will be 
dumped in the river. 

A mUlion people in TWin Cities wlll be 
ingesting these materials With their drInk­
ing water. 

Many of us fought this, both In Minne­
sota and Washington. We have not so far 
prevailed. 

The public institutions charged with pro­
tectfng the pl,lblic interest in this and other 
ma.tters are vast, unresponsive and remote. 
They contribute, in a very real sense, to 
the unease we feel, as individuals, over con­
trolllng our own destiny. 

I am Aware oiall the legalisms that al­
.lowed this decision to be made; but that does 
not make it right. If a people do not have 
the right to influence a decl8ion this basic, 
then they do not ,have much -say in control 
of their own lives. 

In the last speech he ever delivered, .Adla.i 
Stevenson summed up what I have at­
tempted to say here today, in these words : 

"We travel together, passengers on a little 
space ship, dependent on its vulnerable sup­
pUes of air and soil, preserved from annihila- ' 
tion oniy by the can, the work, and I wf1l 
say the lo"e, we <gi:ve our fragile craft." 



'" 
"The time when we could afford the 

luxury of such "eternal verities" 

as a fleet of 15 carriers has long 

since passed. I fear our children 

will observe in the future that our 

blind adherence to 15 attack carriers 

was as absurd as was our failure to 

recognize the demise of the horse 

cavalry." 

--Senator Walter F. Mondale 
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Senate 
THE ROLE OF THE AmCRAFT 

CARRIER 
Mr. EAGLETON. Mr. President, in an 

article published in the Sunday Minne­
apolis Tribune, the Senator from Minne­
sota (Mr. MONDALE) makes a cogent and 
often humorous case for examining the 
role of aircraft carriers in the context of 
modem military realities. 

During the debate on the defense au­
thorization bill, the justifications for 
many tried and true weapons systems 
have come under fire. "It's always been 
that way" is no longer good enough to 
justify the expenditures of hundreds of 
millions of dollars. 

Certainly some justification can be 
found for the continuance of any weap­
ons system or its improvement, but Con­
gress must ask at what cost. Edward L. 
Katzenbach, Jr., points out in an inter­
esting and amusing article on "The Horse 
Cavalry in the Twentieth Century: A 
Study in Policy Response": 

However low and slow it flew, the plane 
would not be a substitute for a still lower 
and still slower man on a horse. And the 
plane could not penetrate forests and neither 
within limits, could tanks. So there was, 
and indeed there st1ll is, a gap between what 
the horse can do and what the plane and 
the tank can do. But admitting the gap, 
there st1ll remained the most vexing problem 
01 all, to wit whether that gap was worth 
filling and il so how. 

In our technological and highly 
changeable'world, it is important to con­
stantly reevaluate the premises of the 
past in terms of present realities. 

The Senator from Minnesota (Mr. 
MONDALE) and the Senator from New 
Jersey (Mr. CASE) are asking important 
questions regarding the role of the air­
craft carrier and the rationale for con­
tinuing to maintain 15. 

I ask unanimous consent that Senator 
MONDALE'S article be printed in the 
RECORD. 



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

ATTACK CARRIER HAS HAD ITS DAY, 
CLAIMS MONDALE 

(By WALTER F. MONDALE) 

In the first quarter of this century, there 
raged a great debate in military circles over 
the question of whether automatic _fire and 
mechanization made the horse cavalry obso­
lete. Even though it was obvious to everyone 
but cavalrymen that this institution had out­
lived its usefulness before World War I, it 
took another 30 years before the advocates 
of modern technology were able to put the 
cavalry to rest once and for all. 

That the horse cavalry was able to survive 
the technological innovations of this century 
as long as it did may seem strange to many 
of us. But military history, as one commen­
tator noted, " ... is studded with institutions 
which have managed to dodge the challenge 
of the obvious." A clear example of this 
phenomenon from naval history is the battle­
ship's durability in remaining at the center 
of naval planning. It was not until World 
War II that naval planners recognized what 
had long been obvious to most military ob­
servers: that modern airpower had ended 
the battleship's role as the keystone of the 
fieet. 

The most recent example of the tenaCity 
of military institutions can be found in the 
military authorization b111, now before the 
Senate. That b1ll contains the Navy's re­
quested authorization for a new nuclear at­
tack carrier, a request based upon an assump­
tion which has gone unchallenged and gen­
erally unexamined since the end of World 
War II: that the U.S. Navy must maintain at 
least 15 attack carriers in its fieet. 

This 15-carrier force level, according to 
one observer, " ... appears to be close to an 
'eternal verity' in -U.S. military planning." 
Yet the number 15 does not arise from any 
current assessment of needs, costs, or ca­
pabilities. Rather, it is a legacy of the past. 
That the advocates of a 15-carrier force level, 
like earlier defenders of the battleship and 
the horse cavalry, are following a path of 
tradition rat her than reason becomes increas­
ingly clear, by examining the carri~'s role in 
the context of modern m1Utary realities. 

After World War II, the attack carrier 
(and indeed the entire Navy) became a force 
in search of a mission. There were no other 
surface fieets to engage, and the very exist­
ence of the Navy was threatened by new 
long--range aircraft capable of delivering nu­
clear payloads. The Navy responded by seek­
ing justification for the attack carrier in 
strategiC nuclear warfare. 

With the advent of la nd- and sea-bas-ed 
misslles in the early 1960s, the carrier no 
longer had any role as part of our nuclear 
retaliation forces. Faced with the loss of its 
strategic retaliatory role, the Navy began to 
emphasize the carrier's potential tactical role 
in providing air support for ground troops, 
maintaining air superiority, and destroying 
supply lines. 
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The argument that 15 attack carriers are 
needed to provide sea-hased tactical air pow­
er throughout the world -is not a persuasive 
one. Where land-based air power is not im­
medIately avallable or where political con­
straints limit the use of land bases, the car­
rier may well serve as a complement to our 
overseas bases. But where the ca.l'rier clearly 
competes with, rather than complements, 
land-based air power, the role of the carrier 
must be justified on the basis of its effec­
tiveness and its efficiency. 

Carrier task forces are assigned to the two 
major "trouble areas" of the world-nine in 
the Western Pacific -and six in the Mediter­
ranean. But it is quite clear that our capacity 
for land-based tactical air power is more 
than adequate- in these a.reas, as welf as in 
most other parts of the globe where peace or 
United States interests may be threatened. 

The United States maintains some 138 
squadrons of tactical fighters and bombers 
in active forces at home and -abroad, includ­
ing 23 wings and 3,350 -aircraft. 

Furthermore, our capacity for creating new 
land bases as needs arise is almost limitless. 
There are at least 1,000 overseas civilian air 
fields which the Air Force, within three days' 
time, can convert toa fully equipped tactical 
air base using the "pre-positioned kits" of 
the Bare Base support progra.m. 

More Important than overlap alone, how­
ever, is the vastly greater cost of carrier­
based air power. The enormous initial ex­
pense of a single aircraft carrier Is multi­
plied by its complete dependence upon an 
accompanying task force for defense and for 
logist1cal support. 

But a carrier task force, according -to the 
Navy, cannot remain "on station" for more 
than four months out of 12 withOUlt great 
strain on the crew. For this reason, con­
tinual deployment of a nucleru- carrier task 
force in one area actually requires three task 
forces in rotation, inoreasing the investment 
cost of one carrier base to the staggering 
figure of $4.2 billion. 

Needless to say, a land base is a far cheapetr 
operation. A base in the Pacific can be built 
for $53 m1l1ion; the Bare Base support pro­
gram can convert an existing civiUan run­
way for about $36 million. 

The reliance upon carrier mther than land­
based air power is made even more question­
able by the high · degree of vulnerability 01 
the carrietr in light of modern w~aponry. 
Oarriers are particularly vulnerable to at­
tacks by submarines, aircraf't, and ship-to­
ship and air-to-ship missiles. 

In response to these arguments about the 
efficacy of sea-based air power, the ~avy 
points out that since 60 percent of the world 
is covered by water, the carrier oan be used 
in many more pl'aces than land bases. The 
military historian will recognize the disturb­
ing similarity between this argument and 
that advanced in 1922 by a major in the 
oavalry who, observing the absence of roads 
on much of the earth's surface, wrote: '''To 
base our transportation needs solely upon 
conditions existent in the comparatively tiny 
portion of the earth's surface containing 
roads . . . is putting too many eggs in the 
same basket." 



The Navy also argues that despite wide­
spread la.nd-based power, carriers are needed 
to maintain a "balwnced foroo." Thds claim 
also was made by the cavalry as 18/te as 1940. 

Recognizing the llmitations on tM useful­
ness of carriers, the Soviet Union has never 
bud1t an attack carrier and has no pJans to 
do so. And yet, as the U.S. Navy is quick to 
polnt out, the Soviets aJready have an im­
pressive a.nd well-balanced surfa.ce fleet. It is, 
therefore, pa1"1Jcularly difficUJl.t to understand 
why the Soviets have no plans to build an 
attack carr:l.er if It is such an essentiaJ and 
vl:taJ ship. It is clear 'Ilhalt we could afford 
to reduce our carrier force level without any 
danger to national securIty. 

But the Navy is moving i·n precisely the 
opposIte ctirootion. The carriers which have 
joined the fleet since the mid-19'50's are 
almost double the size of the older carriers, 
are equipped with the IrulSt modern aircraft 
and, therefore, have far grea.te!" capability 
for tactical air than the oldest carriers wh1.clh 
they replace. 

TheTe may be a limlted role for a;ttack 
carriers in modem warfare. They zmght be 
useful in providing a base forr launchdng 
tactical air strikes in the initial stages Of a. 
confliot, whea-e there are no available land 
bases. 

Once l.and bases become operational, how­
ever, there seems ta be little justiflcation for 
the continued reliance upon the airor8ift 
CMmer. 

In addd.>tlon to the problems of efficienoy 
and effeotiveness, the use of the aircraf·t car­
rier has serious foreign-pol1cy tmpUca;tLons. 
For example, it is official ~vaJ doct.rtne that 
one of the main advantages of carrieII' a4r 
power is that it can be employed uni­
tateTally, without involving third parties and 
wIthout rely1ng upon neaties, agreemen1B or 
ov·erflight rights. 

The Senate has an obllgation to deba.te 
whether it is in our na.tionalinterest to main­
tain 15 carrier task forces "poised for uni­
lateral action." Such a debate may be neces­
sary to assUa"e that foreign policy determines 
the need for m1l1tary expenditures-rather 
th~n the other way around. 

In recent congressional tefl/tim<my, the 
ohief of naval operatiOns stated that "the 
carrier will be necessary in the future if 
the United staJtes is to have the flexibUity 
amd the selectivity of operaltions in. 'aJl"eaS 

without first having to make some political 
arrangement to do so." 

In light of woo testimony, 1ft is tmPOl'tant 
for Congress to be involved in determining 
those situations in which the Uni·ted States 
should be prepared to iIl1tervene in conflicts 
uIlJilateraLly and "wlthtOUlt first having to. 
make some politIcal 8irrangemeIllts to do so." 

The time when we oould afford the luxuq 
of suoh "eternal verIties" as a fleet of 15 car­
l'iiers has long since passed. I fear oUa" children 
will obse!"ve in. the futUl"e t.ha.t our blind 
adherence to 15 attack carriers was as ab­
surd as was our failure to recognize the 
demise of the horse cavalry. 
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WAL. TER F. MONDAL.E 
MINNESOTA 

WASHINGTON, D.C. 20510 

October 28, 1969 

Dear Mr. Mayor: 

The President has recently proposed that the Federal 
Government begin sharing a small part of its revenues with the 
States, beginning in 1971. Under the plan, local governments 
would be guaranteed a minimum portion of these sums. 

The legislation has not yet been enacted and may well differ, 
in important respects, from the Administration's proposal. In 
fact, for reasons noted in the enclosed materials, I strongly 
believe that certain changes are needed. Nevertheless, I thought 
you would want to know how much your community might expect if the 
proposal were enacted. 

I am enclosing a copy of a statement which I intend to make in 
the Senate tomorrow. It explains how the Administration's proposal 
would work and discusses the alternatives which I think the Congress 
will consider. Also enclosed is a set of tables showing the estimated 
shares of 123 Minnesota cities and counties. 

Unfortunately, data were not available on taxes raised by your 
communi ty. However, you can readily estimate your own share for 1971. 
First, determine what percentage your local 1967 taxes were of 
the $444,196,000 total for 1-1innesota's local governments. (Do not 
include revenues of any special taxing districts, such as school 
districts.) Then multiply that percentage times $5,984,000 which is 
the estimated local share in Minnesota for 1971. 

I am proud that Professor Walter Heller of the University of 
Minnesota, working with Dr. Joseph Pechman of the Brookings . Institution , 
first proposed Federal revenue sharing. I have long favored such a 
system and I will do whatever I can to assure that a sound piece of 
legislation is enacted. I would welcome any comments or suggestions 
which you might offer. 

With warmest regards. 

Sincerely, 

Walter F. Mondale 



WALTER F. MONDALE 
MINNESOTA 

Dear Mr. Chainnan: 

WASHINGTON, D.C. 20510 

October 28, 1969 

The President has recently proposed that the Federal 
Government begin sharing a small part of its revenues with 
the States, beginning in 1971. Under the plan, local govern­
ments would be guaranteed a minimum portion of these sums. 

The legislation has not yet been enacted and may well 
differ, in important respects, from the Administration's 
proposal. In fact, for reasons noted in the enclosed 
materials, I strongly believe that certain changes are needed. 
Nevertheless, I thought you would want to know how much your 
county might expect if the proposal were enacted. 

I am enclosing a copy of a statement which I intend to 
make in the Senate tomorrow. It explains how the Adminis­
tration's proposal would work and discusses the alternatives 
which I think the Congress will consider. Also enclosed is 
a set of tables showing the estimated shares of 123 Minnesota 
cities and counties. 

I am proud that Professor Walter Heller of the University 
of Minnesota, working with Dr. Joseph Pechman of the Brookings 
Institution, first proposed Federal revenue sharing. I have 
long favored such a system and I will do whatever I can to 
assure that a sound piece of legislation is enacted. I would 
welcome any comments or suggestions which you might offer. 

With warmest regards. 

Sincerely, 

Walter F. Mondale 
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REMARKS 01 R!V!IUI SHARIlfG TO BE DELIVERED IN THE 
SENATE ON OCTOBER 29 BY SENATOR WALTER F. MONDALE 

Mr. Pre~1dent, there is a great deal of interest in revenue sharing. 
In presenting the Administration's proposed program, figures were supplied 
on the shares ot the States. However, the local shares were not indicated. 

I have prepared two tables showing what sums Minnesota cities and 
counties would receive under the revenue sharing program proposed by 
President Nixon. 

I have long favored a system of Federal revenue sharing and I am glad 
that the President has adopted the principle. I do see a number of weak­
nesses and inadequacies in the specific proposal but I hope that alternative 
provisions will be considered under which the States and, particularly, 
the local governments would receive larger benefits. 

I note that the proposal is geared to a percentage of taxable personal 
income so that the fUnds shared with the States will grow along with the 
economy. This is a basic principle of the revenue sharing plan first 
proposed by University of Minnesota·Professor Walter Heller and Brookings 
Institution's Joseph Pechman. Such a source of revenue may be the only 
solution to the fiscal crisis of state and local governments. Their principal 
revenue sources -- sales and property taxes -- cannot keep pace with the 
greatly expanding needs for educational and other social expenditures. 

A number of ~ constituents have asked how the program proposed by 
the President would work. I am, therefore, outlining its provisions here: 

1. For the period from January 1 to June 30, 1971, the Federal 
Government would share with the states a sum equal to one third of 1% 
of all personal taxable income in the nation. At a yearly rate, this 
would amount to about $1 billion, or $500 million for the initial period 
of January to June 1971. 

2. Each state would get a share roughly proportional to its percentage 
of the national population. The State share would, however, be adjusted 
by something called "revenue effort". This is a measure of the total 
amount of taxes raised by the state and all its subdivisions in relation 
to the per capita income in the state. A state which had relatively 
high taxes, compared to the income of its citizens, would get more credit 
in the revenue sharing formula. 

3. The plan requires that a mOl.mum amount of the state's share be 
passed on to county and city governments. Each local government's share 
would be in direct proportion to the amount of taxes it raised as a 
percentage of the taxes raised by all units of general local government 
in the ~ate. In computing this share, however, the plan would not give 



the local governments any credit for revenues levied by school districts 
or other special taxing districts. Thus, while the State would get. 
full credit for such special taxes, the local governments would not. 

Minnesota's share for the first half of 1971, based on the most 
recent population and tax figures available, would be about 2.15% of 
the $500 million national total, or $10,776,000. If Minnesota got a 
share ,based entirely on population, it would get ,only 1.8%. Thus, 
Minnesota would do a little better than some other states because it 
makes a more significant "revenue effort." 

The "local tax base" (that is, the amount of general local taxes) 
which would determine the share of Minnesota's funds to be "passed 
through" to local governments is $444,196,000. This is 27.77% of the 
total Minnesota taxes of $1,599,758,000. Thus, the total amount to be 
passed through to local governments in Minnesota would be 27.77% of 
$10,776,000 or $2,992,000. 

The national average for the sum to be "passed through" to local 
governments is about 31%. Local governments in Minnesota would get less 
than the average because Minnesota has a higher than normal proportion 
of taxes levied by special districts, especiallY school districts. 

Each city and county would get a share of the "pass through" in 
direct proportion to its "tax base" as a percentage of the overall tax: 
base. In the tables I have prepared, the local tax base for selected 
cities and counties is shown. The local shares shown for these cities 
and counties are dete~ined as a proportionate distribution of the $2.9 
million local "pass through". To assist my State' s cities and counties 
in relating the new program to annual local budgets, the' tables are 
based on doubling the six months' figures to get an approximation of the 
effect for the entire 1971 calendar year. 

For example, Duluth has a "tax base" of $7,568,000. This is 1.7% 
of the total local tax base of $444,196,000. Therefore, Duluth would 
get 1.7% of the $2,992,000 "pass through" in Minnesota, or $51,000 for 
six months. The table shows $102,000 for Duluth as an estimate for the 
first twelve months. 

Mr. President, the $5,900, which would be the share of Lake of the 
Woods County, and the $8,800, which would be Brainerd's share, illustrate 
how modest the President's proposal is in its first year of operation. 
In fact, the estimated distribution of approximately $21.5 million to 
Minnesota in 1971 amounts to only about $6.00 per capita. This underscores 
the need to start the program off at a higher level of Federal sharing. 



Furthermore, the proposal to share with Minnesota almost $11 
million of Federal funds has to be considered in relation to cutbacks 
in various Federal programs which will affect Minnesota adversely. For 
example, based on present information, Minnesota stands to lose more 
in Federal grants this year than it would gain under the revenue sharing 
proposal for fiscal year 1971. 

I think a number of other issues are raised by the proposal: 

1. Not only does the program start off too low, but it takes 
fi ve years to reach the initial goal of $5 billion. I do not think 
this is high enough. By 1976, State and local revenues will have grown 
to approximately $200 billion. Thus, the amount to be shared with the 
states under the Administration's proposal would approximate only 2 1/2% 
of their local revenues. This would hardly be enough to make a significant 
contribution to relieving the tax pressures on state and local governments. 

2. It does not seem fair to give the States credit for such 
special revenues as school taxes, but not to include those taxes in 
calculating the local shares. The biggest problem is findine increased 
revenue sources for local government. 

3. The proposal provides no incentive for a state to modernize 
and diversify its tax sources. I-Ihile it recoenizes the amount of revenue 
effort, it gives no special credit to states, like t.Iinnesota, which have 
adopted progressive income taxes. Such taxes are needed to relieve 
the pressures on the outmoded real estate and sales taxes which are 
such a significant part of state and local financing. 

4. The idea of giving Federal funds to States with "no strings" 
attached has lnuch appeal. However, we must assure that Federal tax 
receipts are not used by States in ways which deny equal benefits and 
treatment to any members of minority groups. 

I am sure that the Congress will carefully consider these issues, 
together with alternative formulas, in reviewin g the Administration's 
proposal. 

Mr. President, I ask unanimous consent that two tables, showing 
the sums which Minnesota cities and counties would receive under the 
proposed revenue sharing program, be printed in the Record. 
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