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For example, the 60-year-term e\?elapmentllaans for new towis
used in Britain; per capita grants for community facilities for bath
existing authorities and new town corporations; rehabilitation and
neighborhood improvement programs; the Ermmp]es of developmien
competitions and land price controls used in France. o

As an American with much of my professional practice abroad. |
have become increasingly aware of how much we have to learn from
others in housing and community development. It is particularly nota-
ble that nearly all the advanced industrial countries and most of te
developing ones. from Arabs and Australians to Japanese and Sovicts
and even the Tanzanians, have adopted specific national policies for
planned communities and are enlarging their investments m them at
the same time that we seem to be questioning and even curtailing
ows. . .

It would be enlightening for the subcommittee to probe the reasons
for this paradox in national ﬁn-iorities and to assess the approaches
others are using. We might well learn from them.

Thank you, Mr. Chairman. g :

1. toa, would be happy to answer the subcommittee’s questions,

Mr. Asueey. Thank you very much. . ; ;

Lastly we will hear from Warren T. Lindqnist, personal assistant
to David Rockefeiler for development and public atfairs.

Welcome to the subcommittee, and please proceed, sir.

 STATEMENT OF WARREN T. LINDQUIST, PERSONAL ASSISTART T0
DAVID ROCKEFELLER FOR DEVELOPMENT AND PUBLIC AFTAIRS

Mr. Lixpquist. Thank you, Mr. Chairnan. :

‘As you said, I am Warren T. Lindquist, and I am on the personal
staff of David Rockefeller. I am testifying today as an individual,
and the views expressed are my own, | _

When title VII of the 1970 Housing Act became law, I thought it
was needed, ereative, and constructive. I still think so, and am there-
fore very grateful for this chance to testify on its behalf. ;

The title recognizes new community development as an c-ss':_entml
element of a national growth policy. Subsection (e) section 710 of
part B of the title identifies the constraints to adequate new comii:
nity development as follows:

The Congress further finds that desirable new community development on i
sienificant national seale has been prevented by difficulties in (1) obtainin:
adequate finaneing at moderate cost for enterprises which involve large initial

capital investment, extensive periods before investment can be returned, ani
irregnlar patterns of return; (2) the timely assembly of sufficiently large sites
" in economically favorable locations at reasonable cost; and (3) making neces
 sary arrangements, among all private and public organizations involved, for
providing site and related improvements, including streets, sewer and water
facilities, in a timely and coordinated manner.

It is in my prepared text, and I would like to apologize for I‘Em‘_“l]‘tji
your language back to you. But I think it is so significant in the light
of the1 rest of my testimony that I wanted to have it in and on the
recordd. .

Title VII alone has not been effective in removing these constraints.
and, given the size and nature of the need, it cannot be. A quasi-public

ank should be created to supplement the title VII tools in dealing

o 14 these constraints. In addition to and in fact as a part of partiel-
st in new community development financing, such an institution
~enild be u link between the public and private sectors. '

it could help with the economie feasibility evaluation of proposed
ew communities; it could advise with respect to the business envi-
~nment which exists or could be created through judicious use of
i ubiic resources; it could be instrumental in influencing suitable in-
iorial and commercial commitinents to insure an economic base and
cability, And it could be a eredible middleman between the new com-
vinty developer and the Federal, State, and local governments.
hen David Rockefeller suggested this idea in a talk to the Re-
il Plan Association m February 1971, he hoped it could be ac-
smphished entirely with private sector financing, Under present cir-
“uistances this is not likely. It/now appears that initially a relatively
21l amount of public startup money would be required, at most $100
v 1on and possibly much less. '

Fuitinlly some guarantee with respect to the quasi-publie bank’s debt
woitid probably be necessary. As the bank built eredit confidence and
carnings. its debt would be salable on its own credit—for example, as
i the ense of the port anthority of New York and New Jersey.

In briel outline, the function, organization and financing of this
conmnity development banlk might be as follows.

FUNCTION, LENDING

Land developent loans would be made to developers of now com-
fienities as defined by title VII, Housing Act of 1970, on the following
Loomst Amount, total land acquisition and development. cost, as defined
o title VI section 711(£). Rate, 2 percent above prime floating and
wuponnded annually on balance outstanding; maturity, 15 years;
il serviee, 75 percent of positive cash flow, until retired or due; first
5 interest and then to principal.

OTHER LOANS

ihe bank would seek opportunities to plug financing gaps which
tiibit constructive growth and development in support of the
sational growth poliey. :
UNDERWRITING

At its discretion, the bank would underwrite the acquisition cost of
* e aequired by Federal, State, regional, and municipal public agen-
s provided such sites were to be used for development consistent
“ith the national growth policy and were conveyed clear of zoning,
“ilding, or housing codes or other conditions which would inhibit new

tumunity development as understood by the 1970 Housing Act.

MARKETING AND PROMOTION

. From among the major industrial and commercial concerns of the
S ation the bank would seek advance commitments to lease sites within




areas with respect to which it had made loans and/or underwriting i
conunitinents. | | 5
For each site underwritten from among qualified p rospective devel- g i | #5 3
apers the bank would select & single developer, which could be a com- . & | Jgut Ly
bination or consortium of responsible interests, would approve the g o tase %
master and land development plans of that developer, and weuld then < 14 : & G 25
lend the developer his requirements for land acquisition and land Tadw , 13 43
development. BELn A Cive
ORGANIZATION £e2s bes §o%¢
S ann
Board of governors: The chairman, appointed by the President of [azss 3r =583
the United States. Members, one each appointed by each of the Gover- SRl PSR R e 3 e
nors of the 50 States. z 2h ol
Kxecutive committee—chairman: The chairman of the board of e . e
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hoard of governors; president is chief excentive. 2
Powers: The exeeutive committee would have the power of initia- 5
tion and recommendations, but pelicy determination and final control 3
i wonld rest with the board of governors. &
q Financing : Bquity, or more correctly stated, startup money, in the *
amount of $100 million wonld be provided by the Secretary of the
: Treasury. '
Debentures: Would be sold to insurance companies and pension | [ EE
funds from time to time as approved by the board of governors on ol gee
the following terms: Rate—114 percent above prime, floating, com- 2.2l et
pounded annually ; maturity—13 years; reserve fund and U.S. Treas- Blad ) Fas
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Mr. Asurey. Well, we have some areas of agreement among the
members of the panel, and T suspect some areas of disagreement.

I take it that all of you gentlemen, to some extent, are in agreement
that there is an inereased reluetance of long term debt investors to
commit eapital to new community development, whether it be private
ar publie.

Now, Mr. Kummerfeld, it seems to me, takes, perhaps it could be
said, the most pessimistic view, which is to say that there is not very
much in the short term that is apt to happen or that can happen that
would encourage a return to the long term development market.

Is that right, Mr. Kummerfeld?

Mr. Kuaraerreen, Yes; Mr. Chairman.

I want to qualify. perhaps, some of those statements. I do not think
that T mean to imply that there is no chance under any cireumstances
of private investment in large scale development at all. T think that
rather what I was suggesting is that on the terms and conditions that
wo have traditionally, at least in the last 5 to 10 years, expected private
investors to put up money, that it is unlikely, in my opinion, in the
next few years they are going to be willing to invest as long or for as
little a rate of return, or on the basis of projections with as little sub-
stance to them, projections of cost and revenue, as was the case in
the past.

On the positive side, I think we should turn our attention to figur-
ing out ways to reduce the risks, to inerease the eredibility of the proc-
ess, and share the risks so that the private sector is taking some of the
vigks, perhaps, but not all of the risks, Maybe we need something in
the nature of the old Export-Tmport Bank guarantee program. where
the Federal Government Export-Import Bank guaranteed the long
maturities on the bond, but not the short maturities. That tends to
answer some of the problems of the long-term investment, the risk of
long-term investment,

I think coinsurance ought to be looked at. T am very reluctant to see
the private market’s risk-taking function eliminated.

On the other hand, I think it is unrealistic to think the private mar-
ket will take all the risk in totally conventional financing. Therefore,
T suggest what we are going to have to look for in the coming years is
some kind of risk-sharing formula between the private sector, between
the Foderal sector, and, as T suggested at the end of my statement, per-
haps the State and local governments have a role fo play.

And. T know that there is a panel later on, next Monday. on the role
of the State government, and I do not. want to tread on their ground
too mueh. But I think we may have assumed that only the Federal
Government. has an interest in the subject, and only the Federal Gov-
ornment has chips to put on the table, and T am not sure that that is
an assumption I would aceept,

M. Asirey. Well, T have been glancing at your statement over again,
and you do identify three or four reasons why there is an increasing

reluctance on the part of investors to participate in long term develop-
nient. nuarkets. I gather that there is very little that can be done n
the short term to answer the problems caused by the plight of New
York City. the plight of the banks having investments in REIT’s, and
the understandable reluctance of lenders not to disconunt inflation, to
o short term. where the future is at least somewhat more uncertain.

2l

These are all factors which you identified, which seems to me make
at least a prima facie case as far as the prospects for the longer term
market being bleak. Now, where you come down is a little unclear to
me. Obviously, to the extent that we can turn these factors around
we want to—that is, presumably, the object of monetary and fiscal
policy and other policy decisions with the responsibility of govern-
ment at various levels. =

You read out the role of the Federal Government, it seems to me,
rather quickly. And I may simply not have gotten the full import
of your message, Mr. Kummerfeld. But given the market situations
you describe, are there not means—is there not possibly an even greater
responsibility on the part of Government to attempt to overcome the
disabilities in the marketplace throngh Government action?

.M 1. I\U):..-umk‘ln:l,u._Mr. Chairman, et mie attempt to deal with that
What T was attempting to deal with was the all or nothing approach
which is, I think, the way I would characterize the title VII-nontitle
VII approach, You have a 100-percent Federal guarantee, full faith
and credit of the Federal Government behind the bonds, as in the
case of the federally guaranteed new community bonds—which T par-
;ml)lp%t{_:d as an officer of First Boston in underwriting. Because of the
“1(1J o l.-ttlll and ‘imf!l't;ff the I*‘e&i‘m-a_l_l Goven}m‘entw, tI}g:-c_ is absolutely
1o probieus in raising the money. Since there is no risk involved. The
investors do not really look at the viability of the new cmnnuihitv
They only look at the Tull faith and credit of the Federal Government
on the face of those bonds,
hog{hi:élw.{zri:uij:mgges}-mg: is, we b‘h()]li—d I‘IOt '{alfo. the iii\’(‘.‘:’t?]: off the

e myestor should make an investment decision and
should take some risks. At the present time, he considers taking all
of the risk, being the only investor and risk taker on a new commuiit}-‘
J[ s mn great—and I agree; eve rything I have said, and the four reasons
nét_i;}\-(.e{:ll think fl(ld ik to .the tz:fj.t. that today, conventionally financed
agw o 11»111}1:11?) _dew.Lopmcl{t without the external backup of either
;10 tlillqtt‘h?z fﬁi it-lon or the Federal Government, or somebody else, is

But, it seems to me that there is some point between these two ex-
tremes where you can ask the capital market, the private investor. to

share in the risk, to take some of the risk, but not necessarily -1-113 of
the risk. And I think that if we are looking for ways to sha re the
ll‘ri:[I;]t.bu!t,};.fm\.ll lt-lll’c Federal Government or State and loeal guvcfn-

g, the public sector a coctor L A :
i c}fd]oi]ngl:.h?;.mm and the private sector, that there are lots

T AR e
ment ought to be looking e ‘hat i el D
o &0 b eoking more at what it ean do through grants,
. gh assisting in the mfrastructure of new communities, so that
]m.llyn 111 Imvest.mem_p{cturc, the new community development or the
inv?\e;hc:ltf co_n_nnum.t-;t-'_ de\:elopmc-nt., looks less risky to the private
stor than it otherwise would.

' I_111Ic-onvarsatloz1s with a number of new community developers—
;:Lilllz;,t r}sl?}bsurf youfrs—oi!c thing that comes through very strongly is
ahi urcen of providing all of the infrastructure of the public
Iacl ities up front is more than the process can bear. And perhaps what

am sayng s, the public sector role ought to be to help provide those




facilities, and let the private seetor take the normal risk of a com-
mercial enterprise that is involved in any new community develop-
nent, but help reduce those risks to a more normal level by easing the
burden of having to create all at ones infrastructures that are not
capable immediately of paying for themselves.

Mr, Asurey, Do you think that Mr. Lindquist's suggestion is one
that might be viable, the kind of an instrumentality that he has sug-
aested to us?

Mr, Kuaraeerr. T think that the concept of a National Develop-
ment Bank is a creative and useful part of the dialog. T think it was
a lot more useful 3 years ago than it is today, the reason being, I think,
that many of the factors T described in my statement were not then
as severe. The skepticism of private investors toward this kind of de-
velopment was less severe then than it is today. T am looking at $100
million that has to come from the Treasury in equity, the Treasury
backup for the bonds, and T am wondering where the role of the private
mvestor in taking some risk is.

I do not see any such role in that bank, at least in the early years;
and in fairness to the proposal, it is an evolutionary concept. But at
the outset, this is title VIT by another name, with the Federal Govern-
ment putting up all the equity and taking all the risk.

Mr. Asurey. Well, T knew T eould get a fight going if T stuck long
enongh at it.

Another thing yon do. Mr. Kummerfeld, is to say that any reason-
able hope of attracting long term, private debt capital is de minimus.
af least until projections of cost and revenue are once again eredible,
significant profit from such development is realizable in a much shorter
fime span—say & to 10 years—than has been the ease in the past, and
real estate investment is once again generally popular,

h‘tw:. in terms of new community development, is a 5- to 10-year
payback period realistic? -

Mr. Kusamererip. I am not, as you know, an economist or a new
community development expert. I read in the field widely, just as
you do, T am sure; and the projections I have seen in those new com-
munities we have attempted to help—vyou really did not sce significant
payback on the investment until you got out there usually beyond 10
years,

Mr. Asiiey. Exactly,

_ Now: how do we bring about this improved picture that you indicate
is desirable? How do we tell Mr. Rouse, who is coming in, that had
ho gone abont it a little differently, or had there been means available to
him through the Federal Government, that he could have reached a
payback point sooner than he has? We know that Columbia has been
on board about 10 years. It is a new community that will have some-
where in the neighborhood of 100,000 people. 1t was programed for,
presumably, good and sufficient market reasons that you stress, to take
something in the neighborhood of 20 years to reach fruition.

What are you telling us might happen, that would change this pic-
ture,as we all agree would be desirable?

Mr. Kusmenrrren. T do not have any creative ideas for changing the
process, but T might snggest it may be possible to defer the point at
which you ask private investment, or you bring in private investment,

until & point a little later in the process, a little bit closer to pusitive
cash flow generation. It may be t!lmt. the up-front cost of land assem-
bly, land holding, and early development ought to be financed pub-
licly. Tf there 1s going to be a division of this public-private relation-
ship, it may be that the public sector input ought to be those earlier
vear inputs, which are further away from the point at which the in-
vestment pays for itself. : g

And then, you bring in the private sector investment a little bit
further down the road, when the actual investment-producing con-
struction is in the ground or ongoing. I think that is one practical way,
perhaps, to reduce this inordinate timelag befween investment and
payback.

Mr. Asupey. Before I call on your fellow panelists, T would pather
from Mr. Apgar’s testimany that he has an area of disagreement with
what you said. It seems to me, Mr. Apgar, that you talk in terms noo
only of looking at the Euvopean experience, where the payback period
is very substantially longer—I mean, they simply program it on a 50-
or B0-year basis. But your testimony says that perhaps this w.izht be
a useful aren of consideration as far as our American development
process is concerned.

Tell me how you feel about what Mr. Kummerfeld has said.

Mr. Argar. Well, I both agree and disagree. because T think there
are two dimensions on which you have to address the issue. For the
very large scale, very long term, green fields new community of the
type beyond the suburban belt of most cities, where an enormous
amonnt of initial front-end land development and infrastructure in-
vestment is required, by definition the payback period will be very long.
And what the British and French have done is to admit that they will
be very long, and set up the financing accordingly. ;

On the other hand, for closer-in development, either new town m
town, or satellite development in growing areas, where the growth is
programed and where there is a reasonable probability that it will
happen, then it is possible to bring forward the payback or cash break-
even point to a much more eonsiderable degree, For one thing, one of
the lessons learned from the past 18 months in privately financed com-
munity developments, or planned unit developments, is that you do
not plan the 10- or 20-year project; you plan that project in twa 5-year
increments, or four 214-year increments, and structure your financing
commitments accordingly.

In addition to your financing commitments, you structure your st aff
and planning and political commitments accordingly, so that you are
not so exposed. And by that kind of stage door commitment planning
approach, where there is growth ocenrring and where you do have
a reasonable market, you can limit the exposure and yeduce the pav-
back period to a much more considerable degree.

So, you do have to distinguish between these two very different risk
profiles, and I am afraid that is what most of the financing programs,
in both the public and private sectors, have not done sufficiently in the
past.

Mr, Asuarey. Mr. McKinney ?

Mr. McKrexey. Gentlemen, it is nice to have you here. I do not
know, Mr. Kummerfeld; you made me a little nervous. I speculated




on Port of Boston bonds backed by the full faith and eredit of the
State of Massachusetts, and I get more nervous as every day passes in
the State legislature. But, down to business.

Would all of you gentlemen agree that the greatest problem facing
the United States today is an ineredible capital shortage for the future?
Would anyone disagree, let us put it that way. :

Mr., Kuanrereern, I would like to say, I think that capital shortag
is the norm rather than the exception in the history of industrial civ
izations. and it is always a rvelative question. T think we ave spending
capital for a lot of nonproductive purposes today, but this is a philo-
sophical diseussion in which you could go very far afield.

My, McKrvyey. That is'the most marvelous comment you coull
have made, Now, we are going to get back to a pitch I was on thic
morning. It is my estimation—and I would love some of these HUD
figures we have heard about, and so on and so forth—that for every
residential unit in a new community, by the time you take in land
purchase, roads, street lights, sewers—you name H—community
centers, schools, et cetera, yon are talking 550,000 per unit. And yet
at the same time, 1 hear that in the city of New York, we are aban-
doning 30,000 to 85,000 units a year.

Now, let us say that per unit in the city of New York, it cost us,
since we already have our shell—which T am led to believe—and wo
already have our sewers and our streets and our transporiation and
owr lights, and we have already got onr public buses—yon name it~
let us assume that the per-unit rehabilitative cost of that avea into an
in town new town would, say, only be 525000 a unit; and that is
really sort of guesstimation. But ave we not throwing away an incredi.
ble amount of eapital in this country by not rehabilitating, as the
starting point, what we have already got?

In other words, even under my rough caleulations, are we not, say,
for any 30,000-odd units which would, say, be New York's “toss-
away’—and I am led to believe by the way, that these are rehabili-
tatable units, not the ones that are past the course—are we not throw-
ing away $750 million worth of resources, plus confronting ourselves
with 51.5 billion worth of need for new capital just to replace then.
so that we are in aggregate saying we are going to load the economy
up with a $2.25 billion capital need, where a $750 million capital
mvestment would probably handle the same desived impulse?

And I would say, in coming to Mr. Kummerfeld’s point of not
asking for outrageous risks on the part of private investnent, but
some risk; and, too, I believe your other points of not having to build
a fictitious up-front or fictitious behind Federal policy, when you
now—and this is what faseinates me about these conversations we
have back and forth here at these tables—is that the only reason that
all of this conversion is necessary is that the Federal Government is
the prima facie force for the market being unrealistic, surrealistic,
and valley and peak market.

I hope I made sense in that thing. I thought I did, but I would love
any comments you have got on it. In other words, in a capital-shy
nation, when the very Government we are talking about helping is
the cause of the fluctvations of the market and the disreality of the
market, and half the cause of the lack of capital, why are we at the

sume time in a title VII talking about creating triple the need for new
capital, when by using the resources we already have—and if you will

pardon this corny expression, recycling—we could save ourselves both

ipital, human dislocation, Government interference, and investor
risk !

Sorry about the sermon, but I would love any comments any of
vou have got.

Mr. Avgar. Did you write Mrs. Hills' speech to the Press Club last
week ?
My, McIKixxey. No. I see Mis, Hills, and I hope she forgives me—I

see her as being very unrealistic. But, you see, unfortunately, even

sitting on this side of the aisle, Mrs. Hills is a product of an adminis-
tration that does not believe in a growth formula.

Second, she is a produet of this Congress and this administration,
which believes in a landlord-owned world. 1. in fact, believe in just
the opposite; that the way for a stable society 1s for the private owner-
ship of property; and should it be 2 months of welfare payments, 2
months of veterans’ payments or 2 months of eity something-or-other,
let them have it. Then it is theirs. Then you have an ongoing seceiety.

Well, that is another lecture.

My, Arvaar. Let me respond to the eapital question. I do not think
there is any question that onr form of development, our patterns of
development sinee World War 11, ave anything but ineflicient in either
investment or physical terms—wasteful of land and wasteful of fi-
nuneial resources, because of the spread and the fow density we have
encotraged and permitted. The Europeans are particularly suvprised,
even though we do have u great deal of land and a great deal of money,
that we have permitted this to go as far as we have; because they ob-
viously have neither had the Juxury of a lot of land or money.

The problem is a political one, however, not a financial one. I would
suiggest that until and unless the average American and his %)olinical
representatives can agree that the ideal of a single-family, detached
dwelling on 2 acres or square feet of land, and the associated spread
of services required to support that form of development, is wasteful
of energy resources, money resources, and land resources, you will
never achieve that sienifieant change. If it is coming, and if you as a
political representative sense it coming, then I hope you are right,
and we would not have to sit here today arguing this question abont
title VII; because the case for inner city reeycling and suburban
resonree reeyeling would be just that mueh stronger.

Mr, MeKixxpy, Without meaning to sound egotistical, it is impos-
sible to represent 500,000 people in Connecticut; and T would sugzest
I was either sent down herve to do what T think is right. and be kept
in, or do what 1 think is right and be thrown out. As an economic
analyst, do you think we arve getting close to the point where perhaps
the American people are going to realize, whether they like it or not,
that the single detached dwelling, despite all of the factors that you
usedl, is just simply unaffordable?

_ Mr. Aprcar. Yes; except in areas of the country in which those cost
inplications are not yet recognized. And it really is only in the urban
dreas, where the cost to the individual has become prohibitive for the
iraditional form, particularly for the middle income, and obviously
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lower income, houscholds, But that difference is not yet reflected
either the individual’s private household account or, perbups more
inportantly, the public account that has to support the investrent
in Infrasteacture required for new development versus recyeling the
existing resources that we have,

Mr, Laxoquist, Mr. Chaivman, conld I make a comment on this?

Mr, Molixxny, Mr, Lindquist, I would be defighted to have your
commnent,

Mr, Laxoquisr, With respect to the desive for every man to own lis
own custle and his quurter aere, poople long had that desire, The FHA
program, the other public programs which finally made it possible,
did not create the desirve, '[']h(» desire was there, and then, in effeet, it
was the Federal Government, in many ways, that made this desire
capuble of uecomplishment,

I submit that, given the capital shortages as well us the other prob-
lems we have, that we simply cannet continue to indulgoe this desive by
Federal suppoyt; and without the Federal support, I do not think the
single family desire cun be indulged, beeause the costs will just be too
hiagh,

Mr. MeKinyey. Could I interrupt your train there for just & mo-
ment ¢ T'his is u mistake we make in this country which I do not find
made in Eurepe, which is: We diseussed the single family desirability
of awnership only in terms of the *box™ in the middle of the lot, for the
simple reason that we have never until recently, and now busically,
only the wealthy or the upper class have wo given the right of owner-
ship i high density. High density in this country has always been
the right of tenant and landlord. or the right of the landlord and the
lnck of rights of the tenant. It depends on how you look at it. Whereas
in Kurope, p:n‘rit-.nhn-l_}' in the Scandinavian nations, condominiumi-
zz;ticm or co-operatizition—whenever you want to call it—is o way of
fife.

So that you combine the right of ownership and determination with
the right, or with the high density, or the “higher” density; let us
put it that way, Because I think we al) realize we ean o too far that
way. Would you agree? In other words, when I talk about the right
of ownership, 1w not necessarily talking about what the FHA and
the VA promoted, which was a box on every yard; but the fact that
you cannot build a neighborhood without ownership, and that fine-
priced tenants destroy expensive apartment buildings in Washington.
And I have been in some of them.

Low-income tenants, who know that their right of tenaney is limited
by theiv income, will be twice as engrer to destroy it.

Mr. LixoQuist. 1 agree with what you say. but based on a lot of
market surveys, it appears that the present desive of the Ameriean
publie is still primarily for the box and the plot. T think it would
be much better to go in the other direction; dovelop the means of
the private ownership in greatly increased density, and | agree with
You further. 1 think 1 agree with you because 1 think vou are iaply-
ing that as we had the programs that permitted the box on the lot,
we could devote equal and much more productive attention now to
programs which would perhaps develop the opportunity for owner-
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inds of development. } . e
]\lilll::?lrhistwc}ulii be certainly much mm-e_cx:onomi_cul \l:lﬂ’l _c;llr[fxtet)l!;
it would be much more consistent with environmental o Ji.ic-m._\ es.
{1 busis of reason, there appears to be every reason to i’b} llt.”‘ -
Mr. MoKixney, One of the things that b{;r,lw.g'*.g e l‘b }w.u. ! I‘l‘
of the most notoriously bad public housing projects, L.xous,;'x EI‘O'I'J&.
notorious as Boston’s, for a smaller city, a eity like B}'ldg}cp:{l t, tociizil
in a place called Father Panic Village, It has cven ]12?({} na 1 t‘l
notoriety by being written about—the highest crime, the g 16SE u.1{ 0(—1
mobile tbundonment, the highest rate—you name it, we have ‘m / I-}l
vet there is not a single official from HUD or any other gov e11_.}nc(i,11\t-:;
acency that does not say to us if we would not tear half of it f)_.‘%
and turn that half into green squares, redo it and redo the comr.r.\em:a
entities avound it so there would be some type of place for theﬁ Ezo—
plo to shop and do this that and the ut}‘ml' thing, _tl?u,t it }votll :l : a
vory viable place to live; that its mistake was In its original design
mi}{ﬁgt,\jur. when you return to the Federal Government .tmd say is
there any program, or when you turn to HUD and suy is the;'cs .\m)l
program by which we can do all of this, they sy, of course not. A
so what they are really saying to me, as a Congressman w ho sup-
posedly watches after the taxpayers’ funds, including my (’;rwn,. Is 1’r,
stinks ‘and it does not work. So therefore we Wll! ubur}dtm. 600 ]nhm,,:
units and not even save 500 of them Decause there 15 no [)rt:tg: Lsfgx,
there is no concept, there is no interest in experinentation, no recol 1‘-‘
keeping or anything clse. Tet us just chuck the whole thing out the
windew, aid what do we have left : : .
Which to me is a waste of capital and effort and time and everything
else. And I think that what the chairman is getting at, in fact, I arn
sure it is not what 1 am getting at, is here we have a program that is
meant to answer not obstruct problems. And here 1s a program ;lsat
is meant. to go where the Nation needs the effort, and it does not scem
s cloing either. v
m‘}'.}ll t‘fl}l{nt?.\mt'r:w-'i-:z.n. Could I make one comment on your original
st,ut(-mt{nt'i.‘ "
 McKinyey. Yes, e
:'ti[: I{'um\mn»'l-n.n. I consider myself to be both a capitalist and a
X Ik, £
“l.\”llz(‘). Al:m,:-:v. You sound more like the former, I must say. ;
Mr. McKinney. There are those who question my party erganiza-
“(}Sli.r. Kuyskresno. One of the things that has become clear, I think,
in most. free societies where there is more or less a free capital m_;fz-kvt,
is that honsing, residential honsing, is unable to compete Sl!C{.‘Cbbfll"Efl
with other uses of capital in free, open, undisturbed competition. An
1518 ique to our system, ; o
““(‘::r t:':: :‘lt‘llttl:::lt{: mlivcrsn.;i y have to interfere with the free competition
for cupital to divert it into housing, or housing just does not get hm{n:
And this has to do with a marginal utility of capital which 1s n.]qu}:g
areater at some points in the cyele for business and profit-oriented uses
than it is for homeowners.
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Now coming back to your question of ghould we not minimize the
amount of capita) required. If we have to divert cupital from this free
competition, should we not minimize the amount of capital per unit,
Jot us say, that is required. And I think that is what you ave getting at
in your discussion of rehabilitation which is less expensive certamly
thin new towns,

Mr. McKinxxy. Tike someone saying should we not minimize the

amount of capitul we throw away, not that we reguire, but that we
throw away.

Mr. Kennesey, OK, that we divert in my simile.

1 have thought about this and I am sure everyone who has worried
about housing policy at one time or another and the use of capital has
observed that the initial capital investment in new communities, large-
scale development s very great. However, it is also true, I believe, that
the living cost, if you will, associated with inner city living, particu-
Jarly in very large cities like New York, Chicago, Philadelphia,
Boston, are very much higher over time than living cost. :

And I am not making any value judgments about whether it is
better or worse to be in a smaller community, but 1 think when you
look at the use of initial capital, you also have to look at the use of
capital over time that 18 used up by very high living costs in very dense
older cities.

Mr. MeKrxxny. Mr. Kummerfeld, this is one of the things that
brings us back to this morning’s revelations that HIUD does not give
us the experience and I find that very hard to believe. As a H-day-a-
woek of Washington, D.C, I find it immensurably cheaper to live here
than to live in a suburban community. No. 1, my heat bills are like a
twentieth because T have walls on either side of me and I am only heat-
ing 18 feet at each end. I do noy need the automobiles. T have to drive
4.5 miles for a pack of cigarettes in a suburban community, The school
tnxos in suburban communities have gone beyond the pale, My town is
paying %200 less per student than I pay in private schools for my kids,
and so forth.

T ami not sure these fgures are valid anymore and that is one of the
yeasons I really question them. And I would love figures if anyone
has concrete figures. Now, T would suggest, right, if you are going to
live on the island of Manhattan or Beacon Hill it is not cheap. But 1
think the factors of fuel, zasoline, automobile costs, suburban com-
munity living is outreaching city living, if you use the facilities of the
¢ity, if you do net, if you insist on private schools, private cars, every-
thing else, I agree.

B3ut I do nat think that is true. For instance, I see my congressional
stadt which did not have a single District of Columbia resident when I
first came down here, and now, 5 years later, has almest all District of
Columbia residents because they can leave their cars in the congres-
sional garages and not use them. They can walk, they can ride a bus
and so on and so forth. T wonder, that is one of the fallacies T wonder
about. Ts it clieaper to live in Rosslyn or Worchester Hills, or whatever
you call it outside of Boston, orisit cheaper to live in Boston an mmore?

Mr. Kuaonmeenn. There may be a difference in what the inc ividual
puys and what it costs. This is one of the reasons for the financial dif-
ficilty of some of our citizens, is that they are not paying the full cost.
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Hru“r; ;ﬁjﬁiegemﬁ?v‘iglig:ﬁ{ sj?:l ﬂﬁ&'aw capital market through Federal or
i . Le less v d appropriate a role for th + wpctor
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It and when Fede
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capital market still fails £ giving to new communities : iv

then there r.u;(w ’Ejt:el;llrninh)lfﬂ-, make long term funds available for 51:(-:]‘:1((1!??;? D»Tn‘ ﬂtre
e e :, uch stronger case for large sc: 1 OpREDS,
present, ge scale federal guarantees than at
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\a::lr:::rg‘?:;}; is most persuasive to the point that this situation "fdr? the
H easons you suggest is not likely to improve pronto
ol yoﬁaiﬁ:ﬁ?ﬁm}. Let me 11usr.- ﬂd{iress that, Mr. Chairman. As
» you state 1t far more eloquently than I did, but w v
: oqu ut what I w
Uempting to get at was not painting « black or a white pictu:eII ;;'.:15
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not willing to give up totally on the private sector, on the private capi-
tal market, and say forever or at least in the next 5 or 10 years, regurd-
less of the kind of ussistance that Federal, State and local governments
can give to improve the profitability of the process, that in spite of
that, no private, lirge scale or private investment in large scale com-
unity developent is possible.

[ win more optimistic. Maybe my problem is T wm too optimistic
beeause [ am saying that what happened in my view, under title V11
is we implemented only one part of the program, the guarantee. We
took the risk. We, the Federal Government, for the moment, toak the
visk of investnient without doing what was intended in the aet and
what was possible to make the thing succeed through the supplemen-
tary grants, through all of the other things that were authorized in
the lnw that would have greatly improved the possibility and the
probability thut the investment in these communities would have
turned out to be a prudent investment for a private developer even
withont a Federal guarantee,

Prosumably, that is what we were trying to demonstrate. Preswmn-
ably, we are trying to demonstrate that these were good investiments
and sinee there was skepticism on the part of the private inyestors, the
Federal Government will at feast, at the outset, make avatlable is
eunrantee, not a subsidy, o guarantec. And that assumes that the Fed-
cral Government was making o judgment that these were gotug to be
sound investments, carrying themselves, with adequate cash tlow to
nieet the debt service capital, _

And yet, in my view, the Federal Government did virtually nothing
that it was possible to do under the act to insure that the projects
wantkd be viahle and would turn ont fo be good inyestments. And that
is the point 1 was getting at here in a very shorthand way, mayhe 1m
too subtle o way. But, stated bluntly, ¥ think that that was the mistake.
And what 1 ani saying is let us turn it avound, If we can only do one of
the two things, let us do the former; that is the supplementary grants
reducing the infrastructure burden, trying to speed up the process of
development. by greasing the skids of govermment al problems, the
intragovernmental problems. Do everything that is possible, short of
replacing the private markets’ risk taking factor. :

And then, if the private market still is unwilling to make the invest-
ment. T think there is 1 role for Govermnent risk taking through a
witarantee, although I would hope it wonld only be n partial gnarantee
and not 100 percent,

So, [ am not suying that there is not a role for a Kederal gnarantee
program. I am saying that if we ave going to do it though, let us do
it in conjunction with everything else thut we have in our arsenal to
insure and improve the possibility and probability of success of the
project : so that it will never have 1o go into default.

Me. Asnrey. Do you have any comment on that, Mr. Apgar, before
I turn to Mr. Lindquist*

My, Arean Noo T agree,

M, Asnngy. Well, that is fine.

Now. boefore we take too much comfort in our arcas of agreement,
let us turn fo Mr. Lindguist, who suggested o new instruwmentality
which wus clitraeterized by M. I yrnnerfeld, T believe, as emulating
the notions of a national development bank. T believe he indicated

that this was simply another assumption of total Federal risk by the
Federal Government u In title VIL

What is our rejoinder to that, Mr. Lindquist?

Mr. Lixoguise. Well, in spite of the gentleness of Mr. Kummerfeld's
remarks, I vather get the impression that be is not entirely enthu-
sinstic about the bank. Except for his conclusions in his statement, 1
thought thet he was coming out in support of title VII and in sup-
port of the need of the Lunk. So I am right with him until his
coticlusions, :

1 think we have to remember that title VII, the version that we
are discussing toduy, concerns itself not with the whole, not with
finuneing of the whole community in the community dﬂ:'ulopmunt.
It concerns itself with thut area of community development which
had proved the one in which the private sector could not move, and
that was land sequisition and land development costs.

Then Mr. Apgar suid in his comments that we have an uncon-
ventional situation and we had only eonventional financinl mecha-
nisms to meet 18, 1 think that this is very trie.

So \\"h:n_ title VII tried to do, and what we have sugeested not as
a substitute but as a suppleent for title VI, is a mechanism to get
over that one busic constraint to new community development orl a
scufo and where it should be. -

Mr. Asuuey. Let me ask you this hefore you proceed into further
explanation of your proposal. :

Would your development bank be a supplement to the title V1I
guurantee that does go to land aequisition and development of infra-
strnctiyre?

Mr. Taxpquisy. Yes, T would say that it could be.

My, Asurey, Would it duplieate that role !

Mr. Lixpquist, It should not duplicate the role; it should not be
permitted to duplicate the rofe. But [ can see that it could be a sup-
plement with some flexibility.

Now, I do not know whether this flexibility would have to be
achieved through legislation, or whether it could be by regulation

Mr, Asueey. I think that we are in agreement that one of the pur-
poses of your proposal is to make eredit available for purposes which,
al least up to the present time, HUD has not recognized as being
sufliciently worthy to fund under the authorization of title VI,

Mr, Lanpquisy, That is correct.

Me. Asmrey. It seems to me what you ave saying is, if HUD will
anly do the guarantee thing but will not make use of the other ave-
nues wiiich Congress felt were necessary, then one way around that,
without stepping on HUD’ toes, is to go the route of establishing
i quasi-independent bank which can make eredit available, i

M. Lanoquist, I think what you say is true, exeept 1 believe a quasi-
publie bank sueh as I sugeested could be a better instrument for mak-
g some of this kind of credit available than could a direct HUD
instrument.

) would hike to go back
r-nili :! t:::j}i{r}eli:j:zm;t 3{3:;1({} at'i_l_:ft, we tl:u-ltl' ,iut.o a problem of making
L ] sis, as distinet frow making grants

Mr. Linpqurst. Correct.
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Mr. Asmrsy, As under title VIL Are there not problems there in
terms of getting to profitability ? ; ‘ . }

It scems to me that what Mr, Kummerfeld is saying is that, n
order to advance the profitability of & given project, you really have
to go the grant route. And in his subsequent coniments he has indi-
catod that this, of course, has not been the policy of HUD, and it has
been unfortunate that it hasnot.

Now, how do you attack that, Mr, Lindquist?

What do you say about offering credit for these purposes instead of
grants! {

My Lixpauist, I think that for certain of the kinds of supports
vequired, it should be grants rather than credits. And, as a matter of
fact, title VII contemplated that the ¥edera] grants would be avail-
able and that subsidy support would be available to accomplish the
kinds of things to which Mr, Kummerfeld alluded.

However, what title VIT said and whatthappened were quite differ-
ent. so that the grants were not available, and the kind of public
support hecessary to accomplish the social objectives was simiply not
there, And it was not within the private sector’s eapacity to yaise the
money to pay for the accomplishment of these objectives.

Oun & more fundamental aspect, and where I take exception with
My, Kummerfeld when he feels that we ave just removing all risks
from the investor, 1 feel very strongly that it is the private sector’s
job to take business risks and the public sector’s job to take public
1isks,

Another name for public risks is political risks. And it is the po-
litieal process and the politiea) decisionmaking g)mcess and the weight
of the political attitude and envirenment whieh have made it so un-
attractive for the private sector, or has been a factor in making it so
nnattractive for the private sector, to assemble and prepare for de-
velopment the large tracts required for new community development.
It is going through the grinder of the public relations effort which is
requived to withstand the publie pressures against large-scale develop-
ment. It is the delays which are caused by the political sympathies
with these pressures which have made it impossible for a private de-
veloper to put up the front money. He cannot afford and has no incen-
tive to have that money out for the many, many years it may take be-
fore e can got all of the approvals necessary so that he can go ahead
and develop the land.

That is one part. The other part of it is that we have our conven-
tional means of financing and this is an unconventional situation.
Where I see the private sector taking its due risks is in the conven-
tional financing, after the land acquisition cost has been supported
by these public gmarantees and the land development cost has been
supported by these public guarantees,

Then, indeed, the private sector should—and, in the past, before
we canie to our most recent morteage eredit erunch—has been capable
of arranging in the private marvket all of the eredit necessary for the
buildout of the commercinl and the industrial and the residential
fucilitios. So that I think that this is a very, very important
distinetion.

So what T am sugeesting is that, if we had this development bank.
which could be the mechanism to finance this Jand acquisition and

development, its debt is entitled to the public guarantee that I am
talking about. And then I believe that such a bank, as T indicated in
my testimony, could be effective in, one, evaluating the feasibility from
the go-off; and, two, in working with a prospective developer so that
his plans are shaped so that 2 reasonable cash flow will be developed
within a reasonable, financeable time.

And that then, having done that, again, this bank, as I set up in
my somewhat elaborate organizational structure, would be a bank
which would be run by bankers, although under the control of non-
bankers through the board of governors, So that here I think you
would have the bank able to apply a kind of financial discipline and
a kind of planning discipline which HUD and which the political
entities have been unable to apply.

There is apt to be such social pressure for amenities which cannot
be financed privately that, under a political situation, those social
pressures will prevarl without a definition as to who is geing to pay
for them. The bank that I am talkine about would say, in effect, well,
here, you want these social pressures—excuse me—you want these
amenities, they have to be paid for. And this is where title VII comes
in, with the provisions that it made for the kinds of support which it
provided. And it would be the bank’s job to see that all of this came
together, so that the project was a viable one.

Then, the next thing that I think the bank could do, which it is
extremely difficult for any pelitieally oriented agency to de, it conld
have continuity. It would not be as vulnerable to changes in admin-
Istration, and it could have a flexibility. -

_ The continuity is important, because frequently in a political situa-
tion, & few years after the legislation was passed, the programs were
begun and administered, the people who made the deals on behalf of
the Government are gone. And the people who have replaced them
have very little sympathy for, and no sense of responsibility or very
little sense of responsibility with respect to the deals that were made.

With the bank, you would have the same people, and you would
have o continning sense of responsibility. 8
_ The next thing that I think a bank could have would be flexibility.
In the testimony this morning, someone said it looked very much as
though HUD considered itself very much as a grant-reviewing agency
and that that is all it had to do. The bank would be in it up to its
armpits and would be responsible, It wonld have to, in the first in-
stance, try to see that the loans it was making were really good ones.

And then, in Jhe continuation of that, as the situation changed, as
the developer’s situation changed, as it inevitably would—I have been
na lot of deals on the private side, and none of them ever developed
the way that we thought they were going to. And none of them ever
caune in at the budget, and none of them ever came in below budget.
The things always changed, and the changes always seemed to be more
expensive, and there may be very good reasons for that.

Many of these reasons will be entirely beyond the developer’s con-
trol. However, if the bank has the autonomy, the independence to be
flexible, it can work with the developer in sceing that his needs are
tiken care of, >
. In the private sector, when your budget is exceeded due to inflation,
Icreasing costs, et cetera, you can figure that as long as all of the
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Ducks are going up, it is OK. And if you go to your friendly nu.;g_hbor-
hood banker and show him that your income is going to be sufficiently
inerensed, as well us your costs, he will give you the additional credit.
You can get it. : j

(toing to the Federal Governnient or gomng to & (Government il,'_.,"ﬂlli.‘.{,
this is much more difficult because of the fear always, and understand-
ably, that the Federal official will have that it is going to look as
though he is making some kind of giveaway.

Mr. Asurky. If your bank had come into existence, let us say 3 yeurs
ago, and you but money out on the basis of 2 percent flb()\"l.’. prime
flonting, how nuny new communities would be in default at this
junctire?

My, Linpguist. At this juncture none would. :

Mr. Asurey. Well, I am talking about when prime gets to be 12
percent.

Are you talking about a re

Mr, Linpouist. Yes. : :
M. Astney. Well, how do you project future cash flow on that

payment of 14+ percent at that juncture?

busist
Mr. Lixpguist, Well, the fact is that there is not any free lunch.

And in the event that interest rates really did go that high, it would
wenn that other costs in the country were preswnably going that high
as woll. 1t would also probably be as a part of inflation, which would
mean that the rents and the charges and everything else should be
high enough to nuteh,

And let me just point out— !

Mr. Asurey, That is not my perception of what has happened in
the last 24 months, People who were caught with a floating interest
rate really got squeezed right out of business.

My, Lixoguist. They got squeezed out of business becanse they had
to pay current interest charges. The proposal that I am making, the
Lank finances the negative cash flow, which nieans that it is true that
the interest rates rise, but then they also come down. :

And we had quite o change. Indeed, the prime was 12 and now it
is 814 percent, and it was down to 63 pereent. So the bank proposal
that 1 am making and this kind of financing mechanism works on the
assumption that, in the longer term average, the cost of money, the cost
of sorvices, the cost of labor, all of the elements that go into the com-
munity cost, as well as the prices which people will pay for their
housitg, factories, shops, et cetera, that also changes, |

Mr. Astney. That does not quite explain to me our reécent experi-
enee with the eyelieal nature of the economy. It seems to me that what
we see is really a shambles that have been ereated, in which all but o
very few large-seale developers have just plain gone down the tube.

Mr. Lixnouist. They went down the tube because they had to mect
current interest charges. They had to pay these interest charges
currently.

Now, your title VIL. us you know, provided a mechanism for the
title VII beneficiury of the guarantee progran to borrow the money
to finance his cash flow. This was never implemented. Excuse me—
o borrow the money to finance his interest payments, and this was

never implemented.

: M 1'.1;&51.1141-:1'. Well, what I have seen is a drying up on the part of
1:t;]t]1t\‘\'i1‘1}1g]\lig .—‘mlgi::cu. _.-\} lot of people that have been, as we know,
It With very substantial amounts of inventory neced legislati
try to and bail them out, e e
wi\h’. L:xn&l)::j;la But that inventory is being worked off now. There
ave some 300, units, as you know, and that i is bei
(Ltl ] i) 18 >
bl , 45 Y ; nventory is being
I{{r l.-lsm,m*. But it does take time, does it not?
. dl . !‘iil:\ L;Sl!lbli’l.‘. Eh;;}t._ml exactly t-Iim ditterence, that it does take time.
A at is why I think we need a mechanism which wi Ini
iy anism which will permit
;_Iﬁ.mv, 1T over time the economics do not work, it means that there
ih)::u;‘.taltluuig]\\‘l'on;_:; \':’ixtli. economies, and that is a flaw 1ot in the pro-
rosal that I have made, or not 2 flaw In interest 5 is
] t e, 1 st rates; that is
m the bz}sw underlying economics, 2 S e
ixf :-L.i 'hyxmmm-;g.n. May I comment on this proposal, Mr. Chairman ?
. think my earlier proposal, which was just kind of an otfthand com-
m;,ng, l;;mbalhl ¥y was misinterpreted. I do not oppose a national develop-
i:u.n‘ 33.1]11{. ;-\s a matter of faet, if you asked me which I would rather
":1;1\:3,1 t-xtte]s V 1}1 gum}nuteu or the national development bank, I would
A1 rather have the national development bank for s
: : : ‘ ; ¢ for several re:
I-h.ft 311-.1IJ}:1{!:11115r. has explained. S
i -ﬂ.lllln'. 1't. has the flexibility to act as @ banker, playing a banking
r_uf.t.tfmli, which implies borrowing short, lending long, financing nega-
E\tli‘ ’,:u-]1 flows temporarily, the sort of backup that p:’ﬂjc{;t; need
rather than having to be able to deal with unexpected negative eco-
.l}f‘:‘n!l.(l consequences. The way the title VI program is set up now, the
II)II (?itf,;tb u}re highly Iuv‘vmgvd with very little equity, no ability to come
uck to the Federal Government and get more money if it does not
work the way they planned.
. .;\Ill]t_iol: ]n(]il E)i those reasons, it 1s a very risky situation. I think
5 e llll‘l. lona evelopment bank with substantial equity—and I put the
}I:I!]E 3‘1:15 Ir_n_: equity, since it has been the busic problem of all of these
j}_ ?JL(: 8. f we financed business manufactwring plants the way we
1111,.1‘{1(,5'- real estate duwlppmunt, the country wou%d be in a terrible
lll.f‘:;;, In terms of its business manufacturing capaeity.
- \é .oudhuve ol-percent equity in a project and 50-percent debt, you
‘l: 11{11 :?t‘_lllll L ful ‘Ior. of negative surprises and economic reverses
irwi 1 oome out. These projects do not, and the guarantee program
zlil Iron a very highly leveraged cquity, mostly debt, at tixed rates, is
: 1.10.:... guaranteed to be susceptible to any negative economie conse-
lui“r‘;.‘” ‘ﬁh;«]'- wi]] <=£1m= along during the life of the development
unk the ban wefore, is a better soluti 31 i Wi
ek lll‘ tl};‘lt”h)u., is a better solution, since it provides
b ty. Hopefully, the bank would be committed to the
!1'113:&3 mu} ::.imko :txddlt.mnnl money available when it was necessary
‘refore, 1 do not want to be east in a positi ing it i :
useful, T think it is, e B
Let me come back to the point that you and I were discussing a £
moments ago, What coneerns nie is f By
s cerns mie Is that the Federal Government would
Iwub]m-lm {-.-, ?llel mtid_ of its responsibility, that that is the solution to the
s . And 1 think it is not the solution to the problem without
stnificant inputs, what I have ealled direct assistance, or all of these




things we discussed earlier. And 1 would hope that the national
development bank would not be & sole source solution, or looked upon
as u sole source solution to the problem.

Mr. Asircey. I wanted you to comment, Mr. Apgar. Are we talking
about an instrumentality here that hus its counterpurt abroad and if so,
what has been the experience there?

Mr. Avaar The instrument of a bank does not have a divect counter-
part, but what does, and what 1 think needs reemphasizing is the need
to distinguish between the marketable commercial components that
are financeable on commercial terms of the community development
concept, from the community components of the development concept.
It is unfortunate that a very real fact of community development in
this country carries a legacy of the traditional approaches to real
estate financing and development. We have taken real estate finuncing
and real estate products and we have enlarged them, and bm’dcneﬁ
them with a number of nonreal estate objectives.

Now, if on the other hand, we started, as the Europeans and most
other countries have done, with programs that ave similar, from the
community end, and started with the social, economie, physical objec-
tives of the community development concept and worked back, I doubt
that we ever would have gotten into the problem that we are now
debating of a finaneing instrument whicl itself is creatively designed
to cope with the risks but perhaps would not have been structured in
the first place, had we started with this distinetion between the coni-
mercial finaneing requirements and risks and the community or public
objectives and risks.

The bank, as I see it, is an important instrunent in coping with that
second component—which is perhaps the more fundamental one—of
front-end community facilities of all types required to achieve the
community development concept.

Obviously, as the proposal is outlined, it would work in comple-
wientary fashion with other traditional sources of financing. Some of
the details could be debated, but the principle of the development
bank. much as we accept and do not question the prineiple of the
World Bank, for developing countries is, I think, unquestionable, and
really needs to be recognized in the revision of the program.

Mr. Asurey. Gentlemen, I did not know that we would reach the
kind of consensus that we scem to have in the 2 hours that we have
been together, It has been a very instiuetive and informative, very
helpful session. We thank you for your testimony.

The subcommittee will stand in recess until 10 o'clock tomorrow
morning,

[ Whereupon, at 4 p.n., the subcommittee adjowrned, to reconvene
at 10 .. on Monday, September 29, 1975.]
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