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I would like to discuss today some of the events that have occured 

this year -- issues that I know are of iTilI!1ediate concern to you -- and 

then go on to discuss some of rrry more gf::,-�..:'s.2, philosopfi:2.cal views on the 

housing problems -:::hat we in this country :'2.cc, and ·what I believe should be 

the role of savings and loan associations �L solving those pro8lems. 

We have just concluded, except for final action on the energy conference 

report, the 1st Session of the 95th Congress. It has been a -rery demanding 

year, both physically and intellectually. 

I have certainly not agreed with all the 6.ecisio-!�E ::�st �2-'Te been 

made this year either by the President or by the Con&�ess. B�t I do think 

you have to concur that an unusually large r,·u!Iiber of -,7e-ry ir:--i:portant issues 

have been addressed -- energy matters, tax r:1atters, Soe:2.s.l Security :f'inc.nci:'.:"s;, 
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hospital costs, housing, the alleGed scandal and corruption of what's 

come to be known as "Koreagate", the i,,.1iddle East, Arms Control, and a 

m.1..rnber of other :"."eally crucial issues hav·e been discussed and debated. 

On some issues decisions and directions hc,re been established. On others 

at least, the para:aeters of the controversy have been outlined, a..11.d we are 

in a position to act next year. 

This has been a year under new leadership, both in the Congress and in 

the Executive Branch. We have had a new Speaker of the House, a new Majority 

Leader in the House of Representatives, new Majority and Minority Leaders 

in the Senate and of course, most importantly, a new President and new faces 

in the Cabinet and throughout the Executive Branch. It bas been a year of 

groping and struggling toward a more effective and more productive relationship 

between the Congress and the President. I think there have been some steps 

I really think that P.rthur Bll"'.:'ns, the 
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dj itinguished chairman of the Federal Reserve, about whom a good deal of 

controversy is once again whirling, suramed it up pretty well in a speech 

he made in October also out here on the Pacific coast, up in Spokane, Washington. 

He said that the "practicality of so many initiatives in this A.d.:.71inistration' s 

first year is arguea:)� e, C,-_;t the President's leadership also bespea.�s a 

seriousness of purpose that in the end may bring lasting benefits to our nation. 

We have been through a y·ea!' c:' animated policy debates -- a year, of --c.seful 

growth in the perception of how plac-sible divergent objectives can be practically 

blended. The basic reform this country needs is the creation of an environment 

with many new job opportunities for people. I expect the dust of controversy 

to settle and tbat constructive legislation will follow." I share the thrust 

o:f' what Chairman Burns had tc say. ?:le Fres:.dent has net -8een s�y or timid 

in addressing some of the most com:p2-e:;,:, sericus problems this country faces. 

They are not problems wi tb easy ans~..,"ers. 7!"sey are not problems on whicb 
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everyone is going to agree, but we have begun a very E ·:rious, hard-headed 

national debate and ::i: tr.ink that is an important contribution of a new 

President's first year in office. 

A number of those animated policy debates to which Chairman Burns 

referred have very directly and intimately affected savings and loan 

associations and I would like to turn my attention to several of those 

now. 

REGULATION Q: 

I know that your prime legislative objective over this past year has 

been the continuation of Regulation Q. I certainly share your concern thct 

the differential contained in Regulation Q be continued. 

As you know, Regulation Q was something of a hostage, buried within a 
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bill containing other
) 

more controversial provisions, such as "NOW" 

accounts. 

In tbe final days of the Session, the Congress did pass legislation 

cor.-.:::_,-,-,1in€'." ?cegul2.tio:: �; until December, 1978. And it is my guess that we 

�vril=._ r�,::;t take up this issue again until probably about the middle of next 

yec.r. 

COMMUNITY REINVESTMENT ACT -- HOME MORTGAGE DISCLOSURE ACT 

I know, too, that you have a great deal of interest in the Community 

Reinvestment Act of 1977 and what the Congress did on that matter. Back 

in J/iay, the Senate Eankin� Corrllli ttee, as you recall, reported out the 

v.r:._ -=�·- a::1endments 1-rhich included the Com."'Itunity Reinvest-

ment .!:.ct. Unfo!'t-_J_T.ce:tely, :::: was in the hospital when the original vote was 

taker:, but after I got back to the Senate, I moved to reconsider what I thought 
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was a very unnecessary and burdensome bill. We were defeated in Committee 

on a --c.ie vote; I then took my effort to the Senate floor where I moved to 

str:}:� Title V of tbe Housing Omnibus Bill. I felt that the intent of 

ins-uring greater credit availability to inner cities was good. Of course, 

we in the Congress never intend to do anthing bad. But � felt quite stTo-:-1gly, 
�'""1L�=:.:A 

and I think most of you would agree, that the bill as proposed Tequired a 

tre::r�enS.ous a..Bount of paperwork for our already overburdened fine.ncial 

institutions. I also felt that it would have had an adverse affect by 

causing a reduction in the credit availability in those areas which we 

are trying so desperately to revitalize. We lost in our effort or.. the floor 

to delete the entire title, but we were able to influence for the -DetteY 

the course of the legislation and the form in wbict it �inally e:ue:-g:e:. �·ror-_ 

conference. Senators Proxmire and Brooke, the Chainnan and Ranking J\:inority 

mem�oer, respectively, of the Banking Committee, agreed to a one year delay 
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in the effective date of the provisions, and the Conference Committee 

Ezreed to drop a phras� which= thought was particularly ill-advised. 

That provision had to do with the concept of the "pri:m2.Yy savings deposit 

area.n Originally the bill contained some very stringent provisions mandating 

very s�ecific credit actions within t!lat area. As a rEsult of o-:J.T efforts, 

the Cor:.ference did agree to a change which simply required financial 

institutions to serve the credit needs of their co:mrrrill:!.ites, including those 

of minority citizens. I think that is a far more realistic and workable way 

in which to approach this very difficult problem. 

I know, too, that the none Mortgage Disclosure Act has also been of 

"t:::--=.:--:-:':::;-:: :'US importance and concern to all of you. I am afraid that this is 

ano"i::-h'=:-:!" piece of legislation which, to my mind, is unnecessary and unwise, 

2.nd r,c·:::--"r;.aps even detrimental to the real intent it wss envisioned to serve. 



( 

-8-

I recently r ,ad an article from the September edition of the "Savings 

and Loan News" on mortgage review boards. The substance of the article 

was that where mortgage review boards have gone into operation, they are 

finding that they have very little business. In general, the article says 

that re,.�iew requests to Mortg2.fe 0pp-::··::--tunity Boe.rds have been few and far 

between. I think the important lesson from this is that once again, we have 

turned to,:ards creation of a ne1,; of goverTu.�ental machinery to solve 

a problem which can be settled far more effectively in other ways. 

All of us realize it is hard for people, in inLeT cities and in rural 

areas, to qualify for mortgages. I do not feel we stc::ld try to ignore 

the proble�s where they Qo exist. :;ake must be 

responsible. I am very encouraged by voluntary programs lending institutions 

have started in several cities. l'Tnen the go-.-e:rr...:ne:r.:.t ::.oes play a role, I 

believe i � s:1-:)ltld be a cres.�ive and suppor+.-=: .,,_,,_� "",-n0,:-:. 
..__ 

• t 
· __ - "- - � -=, 2:::: ::1ou puni ive. 
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programs which help solve the problem by other means are preferable to 

those whi cb increase rerulation, or ma.};_e unreasonable demands on len0.ers. 

NOW ACCOUIITS 

Yet another issue that I know co:::.<:erns UE:- all, is the -propos2.l to make 

NOW accounts a nationwide propositic!J.. S. 2055, the Consumer FinaYicial 

Services Act of 1977, is pending on the Senate calendar. Title I is the 

NOW account ti "tle and both, Senators Ivlclntyre and Brooke, appear deter2ined to 

press ahead with the battle for NOW accounts nationwide next year. They are, 

of course, both New Englanders and point to the New England experience as 

indicative of the need for NOW accounts throughout the country, contending 

thc.:t they would also be of benefit to the consumer in other parts of the 

country. I disagree with that, and I have offered, along with Senator Lugar 

of Indiana, 2.,,."1 &"TI.endment to strike NOW accounts from that bill. I anticipate 
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this issue. We need your help if we are going to win it. We need input 

from you at the local level in terms uf convincing other mtmbers of Congress. 

You have been very forthcoming with that help and I am sure -chat will 

continue. 

I was inte:::-ez:�d in an article in the Wall Street Journa7 of October 11, 

1977 which was hea-'.J..eG. 11I;Ul'I' Cf1ecking Accounts t..c� sing Appeal as Banks Attach 

Charges and Other St-rings. n The thrust o'f: the article was that the :·Tew 

England experiment is really loosing its lustre in many consumers' eyes. 

That is because banks which have been loosing money on them all along are 

starting to tack on service cha�ges ani �inimu.m balance requirements which 

pare to ciepc�i tc:--s. article went on quote the 

senior Vice Pesident of a bari..k in Bosten as saying "its like everything else, 

we have learned that there is no such �.::.ing as a free llli�Ch n. For a � .. lhile, 

ind.eed, it free the 



-11-

pendulum is swinging back , and in my opinion it is confirmation of what 

hoY"' 
I felt for a long time . 

-1 
:·�OW accounts would eventually work to the C.e:t::-in1ent 

of the small consume� , the widow who rr; a.intains a chec}:ing account 

just " '-' run her Social Security check through, or the man who keeps a couple 

o-f' -:- · :-, ::.::�ed. dollars in his checking account and writes 20 or 30 c!1ecks a 

month . \·:i th :·J'.J�·l accounts , be would have to pay a checking fee to the banks, 

the government on the interest his accou..._rit makes. I just don ' t  

think that i n  the lo:;:Jg ru..."1 NOW accounts make good sense - either for financial 

institutions or for the consumer. I think they begin to break down what I 

see as a very helpful and legitimate distinction between commercial banks 

a�C. c:: ,c.�-c, .....,:s and loc.:-1 e.::-t, 2�::'...ishments. Moreover, there is more evidence of 

that the Federal ?ceserve System ' s  first functional costs analysis of NOW 

accounts shows them unprcfi table for the small banks who offered them in New 
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Enl'.land, and barely profitable for 1, ~ger banks. This analysis covered 

U s, ba:11:s all under the jurisdiction of the Federal Reserve Bank of Boston. 

Tiieo, -u.riprofi tabili ty of these accounts for smaller banks was attributed by 

tb-= :?e(: . . . . mostly to higher overhead. Again, it is growi�ig statistical 

evidence of 1,rhat has been my feeling -- that this is sir::-J:lY not the 

proper way to go. 

HCJ'JBI::-G JJ·-::;. COl•f.·.fUNITY DEVELOPMENT ACT 

The most positive thing the Congress did in the field of housing 

this Session was enactment of the "Housing and Community Development Act 

of 1977 . "  That important piece of legislation was hung up for a l ong t ime 

in Conference but was finally agreed to and signed into law by the Pres:der:.t . 

HUD is now actively moving to explain it to people aro1md the country, 

and to implement the new provisions of it. To my rdnd that act contained a 

good number of positive steps. Certainly in the fielC. of �ural hous i;_;, -,;!: : ::::-_ 

/j 
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is important to me as Senator from North Carolina, and as Chairman of 

the ?1.ITal Housing Subcomrnittee. The Housing and Community Development Act 

o:' 1977 took some signi:fica�,t steps. The law dir�cts the Secretary of 

J_� -r: .:.'·0_2. tu.re to establish a research capacity vri thin the ?:1rmeY's 

fa.6.rninistration, and we certainly intend to press very hard to insure that 

that capacity does indeed become a reality. I think that o�e of the most 

�1-.r:-r•J.- -iris trlings that be.s emerged is how little info!'TI:s.::.ior: -,;e ?"eally have on 

the problems of rural housing. As a result, decisiorJ affecting the lives 

of thousands of rural citizens are often made without adequate information
..) 

-1\�.!.:.J- c.:.1 t�Y.JS undermines Farn..ers Home own credibility, and its ability to plan 

.=:,-st s=:-�: ::ically and to examine carefully rural housing and cornmu..r).ity development 

needs. The Act extends Farmers Home rural housing programs through September 

year, and increases the authorization for both low income rehabilitation 

_:_ 0 2.:J �:"2.nt programs and �-he financial assistance program for low rent hous:..ng 
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for farm labor. It also takes steps to improve the situation for the rural 

elderly who are hit so hard by substandard housing , and for banQj capped 

\ct"� 
people in rural areas who have been so neglected. These are just a few 

A 

of the aspects of rural housing that I found enco-..r'aging in that bill and 

there are some equally encouraging signs in '.:..es.ling 1vi th urbarJ_ housing.  

I know that the U . S .  League has been instn . .llTiental in working ... with Fa�ers 

Home in developing a workable and effective guaranty progra...m and I know that 

your suggestions have been extremely helpful in terms of the problems of 

urban housing as well . 

Obviously rural housing is one of my primary personal and political 

concerns. But I fully recognize that the vast maj ority of CJlL" ci-:: ::.ens live 

in urban and suburban areas . 

The heal th of our economy and our society is directly rele:'CeC. to the 
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health of those areas. 

I have been impressed with the League' s involvement in urban housing 

problems. T'ne docUIDent published in October by the Urban Affairs Executive 

Co:m!Ili ttee of the League is an excellent exe.:::,ule 

to bear on the public policy process. 

.c, - • • .,I.. • o� oringing your exper uise 

"New Approaches to Urban Housing" cor..-::.2.i�:s e. nc.El"ber of excellent 

recommendations -- both general and specific to help remedy urban housing 

problems. 

I would like to see all of these recommendations receive very careful 

attention both in Congress and in the executive branch. I ,  for one , ·will 

do all I can to see that that happens. 

I have beco!Je incre2.singly concerned about the growing numbers of people 
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in v-rticular young people -- in both urban and rural areas -- who are 

unable
, through no fault of their ownJ to p:irchase their own home. Skyrocketing 

housing costs, coupled witb tbe inflation of the last several years, are 

pushing the JLrnerican d:rec� =,�""' flc.-:!"r1e m�'Tler::::::::_:;::i :::"\1.Tther and further out of 

the reach of increasin� r2.'X'.:�oers o� peo:ple. Those hara.est hit are young people, 

young couples, who have nsver m,med a home, and are attempting to start 

their c:areers and start th-=i:.r :'BJ?:.ilies . T believ·e we need to do more to 

make home ovln.ership a possibility for these kinds of people of moderate means. 

I believe that important social benefits accrue when as many people as 

possible are able to o�m their ovm home. �he achievement of home ownership 

enc-::r:.::r&ges people to becc-:me productive � r-r-:-� �� .! :)0t -ing citizens. ='tese babi ts 

of stability , responsibility, and sou.rid. :f'inancial planning based on hard work 

pay important social dividends to our cou.YJ.try 2.ong after any initial financial 

obli;ation has been satisfied. 
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I have therefore proposed a bill I call "The Home Ow- ,ership Program 

Act ,." and am honored that my friend and colleague, Hub�rt Humphrey, has 

j 0ined me in co-sponsorinb this bill. Few people Lave done so much for this 

country 2-s this inspirin [ and spirited man. 

The purpose of our bill is to help make home ownership a reality for 

a br8ader segment of our cit.izenry who cannot presently achieve the goal 

of owning their own home, and also to stimulate the economy by causing 

the home construction industry and related trades and industry to become 

more active through an accelerated home building program. 

The program I am proposing would be an experimenta� 8ne. '.-tou.ld 

use an existing agency, the Farmer ' s  Home Administration, to conduct a 

pilot prQgram in a number of counties or states to be selected by the 

Secret.e.Yy o:' Agricult1.12."e. The Secretary would designate :'inancial institu-:.io!:.s , 
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such as Savings and Loans, credit unions, or other mortgage lenders 

to participate in the prc0r2..,_TJ.. Credit would be extended to those partici:pa-

tin� financial institutions at a rate of 4 percent yearly to enable them 

to r:c..}:-= ::2 0:rtgage 1oa!1s under this provision to low and moderate income 

far:-1i: ies ::-esi ding in their service area. Participating institutions would 

be allm-red to make these loans at a rate of 6 percent. Those couples or 

families elibible to participate are those whose incomes are between 80 ar.:d 

120 percent of the median income for the area, and who are seeking assistance 

to finance their first home purchase. I believe that helping young couples 

get over the seemingly ins'..lTmountable hurdle of first home ownership will 

I believe this bill can be an important point for further discussion 

as the Rural Hc:..1sing S.u"j::: =::-:..,,--:.r.:.i ttee looks forward to the second session of the 

95th Conbress. 
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The Rural Housing Subcornmit ,ee held 3 days of hearings in October 

-v:!1i ch I believe were helpful a::-J d. productive . �e primary focus of the 

hearings was Senator Humphrey t s bill proposing an expanded subsidy program 

for low-income rural people. 

A disturbing picture of rural housing needs w2.8 :;· :resented . 

Rural areas 
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Rural  areas have twice  a s  much substandard hous ing per cap i ta 

as urban areas of the United States . The newe st studies  s how one out 

o f  every t en houses  in non-metropol itan areas to te  sub s tandar d .  

Of  the third o f  our nation ' s popu l ation l iving in rural areas , one 

out o f  every four people dr ink contaminated water .  Five - an d - on e - half 

m i l l i on rural people  l ive in hous ing without running water . In 1 9 7 0  a 

do zen  states  had over a hundred thous and househo lds without adequate 

;i lumb ing . An addit ional dozen states - - from a l l  over the country - -

had over 4 0  thousand rural househo l d s  without adequate plumb ing . 

4 5  percent of  the occupants of  hous ing without plumbing are people  

past  60  v c a rs of age . 

� _ _  j g  survey conducted  by the National Rural  Electric  Coopera -

ti,0e As sociation revealed  that of  the  5 mi l l ion fam i l i e s  on  the l ines 

of  the rura l e l ectr ic system , 1 . 7  m i l l ion famil i e s  l ived in substandard 
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hous ing in 4 6  state s .  The l ack of decent rural hous ing , 5  indeed not 

merely a prob lem of any one reg ion . I t  i s  a prob lem of Americ a .  And 

i t  i s  one to which  America  mv st re spond . 

I grew up and cont inue to make my home in L i l l ington , North 

Caro l in a ,  a town of only 1 2 5 0  people  in Harnett County in the eas tern 

part o f  our state . I know f irsthand what the qual ity of  rural l ife 

c an be . There i s  a richnes s  to it  which goes  beyond mere material  

p o s s e s s ions . I bel ieve the way of  l ife in rural America i s  and c an 

cont inue to be a s ource o f  s trength and stabil ity to our nat ion . 

Soc iological  stud ies  here and abroad have documented the l a ck of  

"community" and "neighborhood" which  character i z e  the  way m i l l ions of  

peop l e  in  c i t i e s  and suburbs view the  way they l ive . Wi th a breakdo1',T1 

in the concept of  community come s an equa l ly documented r i s e  in a l ienat ion 

and a sense  o f  the meaning l e s sne s s  of  l ife . I believe that breakdown of 
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commun ity manife s t s  i t s e l f  t ime and t ime again in the r i s ing inc idence 

of crime , divorce , child - abuse , mental i l l ne s s ,  and perhaps untold  

other ways . 

Rural l ife , in dramatic  contras t ,  i s  not character i zed by al iena -

t ion .  Rural , ,me:- 1 c ans  do  have strong roots  and do  share a firm s ense  

of  community and of be longing . Rural  areas throughout our country 

const i tute a tremendous nat ional resource . 

Yet  each year more  and more Americans are forced by economic 

neces s ity to abandon farms and sma l l  towns for the l arger c it ie s  and 

metropol itan areas . For manv . that migration to c it ie s  i s  one of  

s h e e r  d e sperat ion . I t  • =� - = , C  : s  a chance to better  one s el f ,  to get 

ahead, and to share in the bounty of the American dream . 

Yet  for m2ny , and a l l  too  frequently for b l a cks and other 

minorit ie s ,  the  c i t i e s ' a l lure p roves fal s e .  Often with l imited ski l l s  



and education , they swe l l  the ranks of  t, 1e urban Unemp l oyed , to  become 

economic s tat i st i c s ,  alone in a strange and ho s t i l e  environment . 

Too few c ity dwe l l er s , I bel ieve , fully  comprehend the degree 

to  wh ich the probl ems of  our cities  are inextricably l inked with the 

problems of rural Amer ica . The broad challenge confronting our 

society is  to remove the need for migration from countryside  to c ity . 

We must improve the qua l i ty o f  l i fe in rural areas so  that our young 

people  will want to s t ay there , as a p l ace where one can l e ad an 

even better life . 

The most cruc ial  aspect  of  that challenge is  to confront the 

economic caus es  at the root  of thi s problem and to make the opportuni t •· 

for decent hous ing avai l ab l e  to a l l  rural Americans . Surely , 

factors more int imately  affect our phys ical and emotional health than 

the quality of the surroundings in which we l ive . Dilap i dated hous ing 



means deb i l itated l ive s .  I t  means youngster� who wi l l  not have the 

opportunity to develop  to their ful l est  potential . And it means o ld  

peop l e  denied the  comfort and dignity that i s  their due . Improved 

. . 

�l C U S  lng 

CONCLUSION 

::he  rural  p oor must be  a c l ear governmental  priority .  

Your invo lvement in hous ing i s  deeply encouragin g .  You are  some 

o� the people  c l o s e s t  to the problem .  You are the peop l e  to whom we 

in the Congress  s hould l is ten .  

I f  we are to  so lve the deep seated  economic  problems which  

confront u s ,  we mus t  be  w i l l ing to  exp l ore  bold  and creative new 

appro2cn�s  t o  oub l i c  po l icy . The dogmas of traditional l iberal i sm and 

conservatism n ave  both become s tagnant and s ter i l e . Neither b i g  

government ncr l a i s s e z - faire  private enterprise  can adequately bring  us 

a produc t iv e  equ i table  soci ety .  In  tackl ing our economi c  woes  - -



including those  of  the l east  advantaged - - we must cont inuously  seek  

ways to  harne s s  the vi gor and capac ity for change of the p r ivate s ector 

in a pragmat ic and progr e s s ive p artnership Kith government .  


