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ECONOMIC OPPORUNITY AMENDMENTS OF 1971

TUESDAY, APRIL 20, 1971

House oF REPRESENTATIVES,
Covmirtes oN Epucation axp Lasor, |
Washington, D.C.

The comm1ttee met, pursuant to notice, at 9 a.m., in room 2175, Ray-
burn House Office Building, Hon. Carl D. Perkins (chairman of the
committee) presiding.

Present: Representatives Perkins, Mazzoli, Hawkins, Scheuer,
Brademas, Clay, Reid, Landgrebe, Veysey, and Kemp. |

Chairman Prrxns. The committee will come to order.

We are delighted to have back with us again today the Director ‘of
the Office of Economic Opportunity, Mr. Carlucci.

You come around and bring your witnesses with you and you can
handle this situation any way you prefer and take all of the time you
wish to take today in connection with your educational voucher
program.

STATEMENT OF HON. FRANK CARLUCCI, DIRECTOR, OFFICE OF
* ECONOMIC OPPORTUNITY, ACCOMPANIED BY DR. JOHN WILSON,
ASSISTANT DIRECTOR, OFFICE OF PLANNING, RESEARCH, AND
EVALUATION, OEO; AND JEFF SCHILLER, ACTING DIRECTOR, EX-
PERIMENTAL RESEARCH DIVISION, OFFICE OF PLANNING RE-
SEARCH AND EVALUATION, OEO

Mr. Carvoccr. Thank you, Mr. Chairman.

- T have a brief prepared statement that I would hke to go l:hrough

Chairman Perr1ns. Go ahead.

Mr. Carrucer. Mr. Chairman, distinguished. members of the com-
mittee, I welcome this opportunity to appear before you today to dis-
cuss the philosophy underlymcr our recent efforts in' the field oi
education.

-.The- OEO has launched two experlments designed to find ways to
1mprove access to a quality education for children from poor families.
The first is our experiment in performance incentive contracting,
which will be.completed in June. The results of this experlment Wlll
be available in early fall. o

The second, the regulated voucher expeument is de51gned to test
the effect of a ﬁnancmv system which places a premium on the admis-
sion of poor students “and which, promotes dlver31ty in educatlonal
opt1ons for the chlldren of the poor. : \

(771)
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These experiments were conceived in an effort to develop innovative
methods of providing more adequately students from poor families
with sound schooling, and thus improving their chances of finding a
productive place in American society.

T would not attempt to predict the outcome of these experiments.
I do know, however, that they address in exciting new ways a prob-
lem which we can all agree is one of the primary causes of poverty,
a lack of adequate education. e

The experiments were designed within both the spirit and intent cf
the Economic Opportunity Act, which stated that OEQ was developed
“to mobilize the human and financial resources of the Nation to combat
poverty in the United States.” The findings and declaration of pur-
pose of the act elaborate:

The United States ecan achieve its full economic and social potential as a
Nation only if every individual has the opportunity to contribute to the full
extent of his capabilities and to participate in the workings of our full society.

It is therefore the policy of the United Stdtes to eliminate the paradox of
poverty in the midst of plenty in this Nation by opening to éveryone the oppor-
tunity for education and training, the opportunity to work, and the.opportunity
to live in decency and dignity. : ’
 The intent of the Congress is further defined in section 232(a),
which authorizes research and pilot programs:

. The Director may contract or provide financial assistance for pilot or demon-
stration projects conducted by public or private agencies which are designed to
test or assist in the development of new approaches or methods that will aid in
overcoming special problems or otherwise in furthering the purposes of this title.
He may also contract or provide financial assistance for research pertaining to
the purpose of this title.

Tt was in the spirit that” OEO developed Headstart, Follow
Through, and other programs. It is clear that the Congress intended
the Office of Economic Opportunity to provide services and assistance
to the poor, and to conduct research leading to new approaches that
would help the poor lift themselves out of poverty:.

It seems equally clear that the Congress intended the OEO to ad-
dress itself not only to the financial well-being of the poor, but also
to the entire spectrum of problems that comprise the roots of poverty.

No one doubts that an Inadequate education effectively hampers an
individual’s chances for financial well-being. I find it strange that
some of our critics, or supporters, I am not always sure which, argue
that OEO must be strengthened to fight the root causes of poverty,
while at the same time demanding that we cease those activities de-
signed to find better ways to educate the poor. '

1t is, of course, comparatively easy to develop politically appealing
programs that only involve spending more money and thereby supple-
ment, rather than challenge, existing institutions.

. Tt is much harder to examine critically basic, existing institutions,
such as our educational system, that are not meeting the needs of the
poor. It is also, in my judgment more important to do so. This is what
we ask our community action agencies to do at the local level, and we
should ask no less of ourselves at the national level.

The relationship between poverty and education has been well doc-
umented. The incidence of poverty for persons with a high school
education or more was 5.7 percent in 1969 ; but for those with only 1 to
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5 years of schooling, it was six times as great. When we look only
at the working-age poor, the difference is equally significant.

Some 55 percent of the poor white males of prime working age had
less than a high school education; less than 25 percent of the nonpoor
white males had that low a level of education.

Some new data from a 5-year survey involving a large sample of
poor and near-poor people also highlight the importance of education
for the poor. These data, from the first 3 years, show that 83 percent
of the 22- to 64-year-old heads of household who were poor all 3 years
had less than a hlgh school education.

In contrast, only 35 percent of those who remained out of poverty
over the time spfm had less than a high school education.

In the face of such statistics, a few experts in the field would dis-
agree that current compensatory education efforts have largely failed.
Some would, of course, argue that the answer to the education prob-
lems of the poor lies in increasing expenditures for existing programs,
primarily title I of the Elementary and Secondary Educatlon Act
and Headstart.

Yet a recent evaluation by the Office of Education of programs and
services funded under title I showed that :

Under the legislatively prescribed formula, title I funds in 1968 did not
flow to the school districts and their disadvantaged students proportionately

to their needs. Place of residence remains a primary determinant of the quality
of services available to the Nation’s disadvantaged pupils.

And,

Compensatory reading programs did not seem to overcome the reading de-
ficiencies that stem from poverty. Poor students who took part in these pro-
grams showed less progress in reading achievement than more affluent students
who took part.

Indeed, testing administered before and after title I programs found
that only 19 percent of all participating children showed significantly
improved reading skills; the remaining 81 percent continued to fall
behind those classmates who did not participate in the programs.

Thus, despite the expenditure of ever-increasing millions of dollars,
financial assistance from the Federal Government to preschool, ele-
mentary, and secondary schools has increased 400 percent in the last
5 years, it is clear that we have not found the long-sought break-
through in education for the poor.

From its very inception, the Office of Economic Opportunity has
attempted to develop new concepts to overcome the educational handi-
caps of the poor.

In each case, these concepts were tested within the Office of Eco-
nomic Opportunity, brought to maturity, and finally transferred to the,
Office of Education or the Department of Labor for permanent
operation.

Our performance contracting and education voucher experiments
flow from that tradition, a tradition that is aimed not at destroying
or competing with existing educational institutions, but directed’
rather at finding new methods by which we can better educate poor’
children.

I think it is desperately important, for the sake of these children,
that we not spend ‘money simply for the sake of spendmor money, but‘
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rather that we do everything possible to insure that the money is
spent in a fashion that will most benefit them.

If we are to avoid the unanticipated problems that have plagued
massive new efforts like medicare and title I, we must analyze new
approaches rather carefully in an experimental fashion before pro-
grams are implemented on a nationwide basis.

The cost of such vital experimentation, compared with the poten-
tial payoff, is amazingly low. The total OEQ research and develop-
ment budget for fiscal year 1972 amounts to $73 million, of which only
a portion goes to the experiments we are discussing today. The $73
million represents less than 4 percent of the total funds administered
under the Economic Opportunity Act, and just two-thousandths of
1 percent of the $31.1 billion that the Federal Government spends an-
nually on the poor.

The agency is undertaking such experiments amid numerous indi-
cations that the general public, nonpoor as well as the poor, is
increasingly dissatisfied with the education American children are
receiving. Witness, if you will, these developments:

Since 1957, when these figures first were reported, the rate of bond
issue approval has never been lower than it was in the 1968-69 school
year, the last year for which figures are available. The percentage
of bond issues approved in 1968-69 was 43.6; a proportion that has
declined sharply and steadily from a high of 79.4 percent in the 1964~
65 school year.

In some cities, parents are urging that large public school districts
be decentralized so parents can regain control over the education of
their children ; at the same time, parents are fighting attempts at school
consolidation that would dilute their influence over the decisionmaking
process.

As indicated by a recent Gallup Poll, the public has an appetite
for more information about the schools and what they are doing or try-
ing to do. Some 75 percent of those surveyed favor a system of na-
tional tests to compare the educational achievement of their children
with that of students in other communities; 67 percent favor a system
that would hold teachers and administrators more accountable for the
progress of their students.

- And it is not only the adults who are dissatisfied. Several months
ago I met with a group of teenagers in the Hough area of Cleveland
and we talked about 4 hours. I would say that 3 of those 4 hours were
devoted to complaints by these students, most of them minority stu-
dents, disadvantaged students, about their schools such as inadequate
teachers, the unresponsiveness of the system, meaningless work, and
so forth. These students wanted to see a change.

Statistics indicate that inadequate education correlates closely with
poverty. Evaluation after evaluation indicates that existing compen-
satory programs are not succeeding. Given these facts, it is my duty,
my obligation as an advocate for the poor, to seek out answers to their
problems in education.

T look at the Feonomic Opportunity Act and T look at the prob-
lems. From these I am convinced that we must continue to experiment
with new ways and techniques.

If OEO were complacent about the education problems of the poor,
we would be failing in the most important part of our mission. The
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Tutures of the poor children we serve depend on our ability to make
as many improvements in education as possible, through both past
efforts to create and improve efforts like Headstart and Follow
Through, as well as our current efforts in early childhood development,
our experiment in performance contracting, and in examining in much
more detail a possible demonstration of education vouchers, or even
some completely different approach yet to be found. ‘
Many of those who would exclude us from educational experiments
are those who most highly praise OEQ’s previous successes and argue
agalinst any proposed changes in OEQ’s structure. |
If we have been successful in bringing about greater institutional
responsiveness, then why prevent us from looking at the most impor-
tant of institutions from the perspective of the poor, the educational
establishment ? ;
How can those who in one breath urge us to be advocates for the
poor argue in the next breath that we cannot even experiment, much
less advocate, where it counts the most? We do not have all the an-
swers, nor are we committed to a particular solution. ‘
VV?I do know that a problem exists and that new ideas need to bé
tested. ‘
The experiments I have discussed here today speak to two issues;
accountability in education, and equalizing educational opportunity:
The performance contracting experiment is an attempt to find out
whether children learn more when how much they learn is the measure
by which an educational system is judged. 1
In other words, it makes Jearning, rather than the number of new
classrooms, or the numbers of teachers with doctoral degrees, the cri-
teria for determining educational success. ‘
The educational voucher experiment, if it proves viable to under-
take, would empower parents to choose among several alternatives in:
selecting their children’s schools. Surely this relates to OEQ’s mission:
in that opportunity, in the most basic sense, is really a matter of having,
alternatives from which to choose. |
As one who is committed to the concept that legal services should be
equally available to all, regardless of economic circumstance, I must
also support this effort to give the poor equal access to educational’
opportunity. ) ) ?
The experiments may fail, but, if they do, we as a nation will have
learned from the failure. We may on the other hand successfully dem-
onstrate ways to improve education for the poor, and if we do it, it is up:
to society, the Congress, local school boards, not OEO, to make the .
decision on implementing new methods.
The problem is difficult but the stakes are high for the poor and for
this country.
My belief is that we must continue to move forward.
Thank you, Mr. Chairman, and Dr. Wilson has a prepared state- '
ment which he can submit for the record.
Chairman Perrins. Without objection, the prepared statement of
Dr. Wilson will be submitted and placed in the record. !
Dr. Wirsow. Mr. Chairman and members of the committee, I would
like to submit two prepared statements, one I have describing educa- -
tional vouchers and the other on the performance contracting and,
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in brief, summarize the proposed educational vouchers with the use
of charts which I believe you have in front of you.

Mr. Carlucei has dealt with the relationship of education to poverty
and with the Office of Economic Opportunity’s interests in experimen-
tation and research.

I would like to cover some of the specific features and issues asso-
ciated with our proposed experiment in educational vouchers.

Briefly, our proposed experiment in educational vouchers would
operate as follows: the parents of each child would receive a voucher
equal on the average to the per pupil amount of local and State funds
now being spent in that particular demonstration area. The parent
would then use the voucher to buy his child education.

We are contemplating only making the vouchers available to ele-
mentary school students. The parents could then use the voucher at any
school approved by what we call a local educational voucher author-
ity, which could be either the school board, reconstituted to bring in
new membership, or newly elected boards, something that will be
similar to the local educational authority now existing, drawn to repre-
sent the interests of those schools that participate.

The schools at which these vouchers can be cashed must be approved
by this local board and must meet State regulations as under our
present educational system.

The educational voucher authority would administer the system. It
would establish the criteria for participating schools. It would certify
those schools eligible to participate. It would distribute vouchers to
parents and cash vouchers presented by the schools and would estab-
lish the students selection procedure.

T would like to briefly review the manner in which decisions to
carry on this experiment will be made if we can go ahead with
the experiment. The decision to go forward with the experiment with
oducational vouchers will reside largely with State and local educa-
tional authorities in the communities interested in the voucher system.

We have intentionally required that the local public school board be
the grantees for our planning and feasibility studies. All of our pre-
planning grants were made to local school boards.

Each school board was required to establish a planning board direct-
ly responsible to it to design and examine a voucher model, and we
urged participation of the Governor’s office, State superintendent of
schools, teachers and other interested groups within the community.

We strongly believe that the groups who are responsible for educa-
tion in the local community should have the major role in shaping any
program of education that is introduced into that community.

The second element that has to be present before we can go ahead
with the experiment is passage of enabling legislation at the State
level. Since most of the school districts derive their power from the
State constitution and a substantial portion of their resources from
the State tax system, the State enabling legislation is required to per-
mit creation of the new education voucher authority.

Finally, the Economiec Opportunity Act requires that any program
such as this receive the support of the Governor and of the local com-
munity action agency, and, thus, before we proceed with an experi-
ment in educational vouchers it must have broad support at the local
level. Tt must have the support of the local school board, the super-
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intendent, the Governor’s office, the State government assembly and
the Jocal community action agency.

All of those elements and institutions have to support and agree to
go with an educational voucher experiment before we feel it can be
undertaken. “,

If T could, I would like to turn to the chart I have handed to you
so I can summarize some of these issues thut have been raised in refer-
ence to the voucher experiment and some of the questions we hope to
answer in this experiment. '

Although, of course, we will not be able to address all issues, there
are a number of primary and secondary questions we hope to be able
to answer. : .

The primary questions we want to examine in the voucher experi-
ment are the following: Is the education of poor children improved
under this system ? Are parents and the community more satisfied with
the educational system ? ‘

In addition to looking at these issues, the voucher experiment will
give us information on several other areas of great importance.

These secondary questions are: Can increased and more acceptable
social and racial integration be achieved under a neighborhood school
concept or other alternatives? Is there a voucher system administra-
tively feasible? o !

To what extent will parents choose tc take advantage of the new
freedom they have in selecting schools for their children ¢ ,

Will existing public schools become more innovative and diversified ?
We talled to many principals and superintendents and teachers who
told us that the present system stifles iInnovation. We need more flexi-
bility and we want to examine under a voucher system if indeed the
flexibility does occur within a public school system. *

I would also like to state what we are not trying to do.

First, we are not advocating the adoption of a voucher system on
a permanent, operational basis; rather we believe the concept holds
enough potential benefits for the poor to merit testing.

We are not talking about a broad nationwide program nor indeed
would we even advocate a statewide program. What we are talking
about is permitting a limited number of communities to examine the
concept under limited conditions. ‘ ‘

Second, we are not attempting to discredit or destroy the public
school system in this country. We have indeed asked representatives
of that school system to carry out our feasibility studies and be re-
sponsible for coordinating the development of the specific voucher |
model that will be tested.

Finallly, contrary to a lot of popular opinions and statements in the
press, we are not attempting to devise a new means of supporting -
religious schools. We do hope they will be able to participate because
they represent a major alternative source of education. Should it be
determined that it is unconstitutional for religious schools to par-
ticipate in the program however, we would still advocate the continu-
ation of the experiment. _

This is an experiment, as I said earlier, to see if we could improve
the education of poor children.

We would expect there will be changes and hope there will be changes
in the schools.
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What are some of these changes that we might expect? If you look
at chart 2 T list several. We would anticipate the principals and teach-
ers will determine each school’s program, curriculum, and emphasis.

We hope there will be more flexibility for the principals and the
teachers within each individual school.

Each school would have to attract students, rather than having
the children assigned automatically on the basis of their residence.

Each school will have only the revenue from the vouchers it collects
on which to operate. Now, this is important because this introduces
the concept of accountability. If a school is not successful in attracting
students, therefore obtaining revenue necessary to operate, it may
go out of business or it will change and examine more innovative
approaches. Thus, change will be induced through this method of
accountability.

Much of the discussion concerning the voucher concept is mixed
up in numerous types of vouchers. Indeed, I think one thing that the
Office of Economic Opportunity has done so far is generate a very
good discussion of what we mean by a voucher concept. Everybody
has their own image of what a voucher system of financing education
really is. You have the unregulated voucher concept that has been
proposed by Milton Friedmen, University of Chicago, and advocated
by the American Conservative Union last week. In the unregulated
system they advocate, there would be no requirements on how that
money was spent, there would be no regulations on supplementation,
there would be no effort to prevent segregation, there would be what
I would call a more complete free enterprise type of system for
education.

That is not what we are talking about. We do not support an un-
regulated voucher system.,

Six States in the South have also tried voucher systems to cir-
cumvent court desegregation rulings. Fortunately, the courts have
struck down that use of vouchers.

Some States also are discussing a partial voucher system in which
the States make the State funds that go to education available to
parents on a voucher basis.

As I would interpret this partial voucher, many States seem to be
us}ilnglvouchers to encourage parents to help their children in parochial
schools.

That is again not what we are talking about. OEO is proposing a
full voucher system, a regulated voucher system. The types of regula-
%ons we would propose in the experiment are listed on the chart

o. 3. ' '

T think it is important to list these regulations so that we under-
stand the type of voucher experiment that is being discussed.

The first regulation is that no school may discriminate on the basis
of race. Indeed we require that all schools accept minority students
at least in proportion to the minority applicants.

So that if a school has 40-percent minority applicants, they must
accept 40-percent minority students.

The schools must be open to all applicants irrespective of where
they live.

The voucher must be accepted as full payment. No school can re-
quire that a student or the parents of a student supplement the basie
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value of the voucher which, as I said earlier, will equal the average
per pupil expenditure on public school students of State and local
funds within the proposed demonstration area. “

Parochial schools can participate only if it is constitutional. This is
not an experiment in aid to parochial education. We indeed want to
invite and encourage participation of parochial private neighborhood
schools or community schools so a broader variety of options is avail-
able to the parents. : ,

- Along with what Mr. Carlucci said, we are requiring the schools to
provide information to parents on the nature of the schools. We know
that parents want to know more about education given to the students,
the types of schools their children go to, and we are going to make a
large effort to provide this information. It is very important to the
success of the experiment that information on the nature of education
that is occurring in alternative schools be made available. ]

We intend with OEO funds to supplement the value of the voucher
for disadvantaged students. ' :

Now there are two reasons we want to do this. First, it is alleged
it cost more to educate a disadvantaged student. No one really knows,
but if it is we want to make up the difference in cost. ‘

Second, we want to encourage schools to admit disadvantaged stu-
den&:s by making the value of the voucher more for the disadvantaged
student. _ ’

Finally, all participating schools in the voucher demonstration area,
must be certified by the local voucher authority. ‘

The issues that have been raised concerning vouchers fall in three
areas which I have outlined on chart No. 4. There seems to be differ-
ences of opinion about the potential impact of a voucher system on the
publie schools.

We believe that a voucher system will lead to a significant improve-
ment in public education and that a voucher system may lead to in-
creased and more acceptable sociable and racial integration.

I want to add we don’t know whether this will occur or not, nor
indeed does anybody know whether these improvements will be forth-
coming. We do say that there is enough evidence that the present
system does not perform adequately for the children of the poor and
disadvantaged. ’

There is enough evidence to indicate that we need to continue looking
for better ways to educate in this Nation. There is ample justification
for examining the educational voucher and performance contracting
concepts in much greater detail than they have been examined
heretofore. : '

The final issue is to what extent should nonpublic schools par-
ticipate in educational vouchers.

I would like to take up these three issues in the order I presented
them there. Opponents of the voucher plan argue it will destroy the
public school system. While the reasons for this allegation are seldom
stated, they appear to include one or more of the following. There
seems to be a fear that children will overwhelmingly choose private
schools over public schools.

There is a fear that public schools will become dumping grounds
for those who are hard to educate. There is a fear that private entre-
preneurs may offer cheap education that ignores the desires of society.

60-336—71—pt, 2—2
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And they feel the initiation of the voucher system will reduce funds
available to public education.

I think in considering these points of view it is important to bear
in mind the competitive advantage possessed by the public school
system. The public school system, of course, provides nearly 90 per-
cent of the total education in most urban areas where we are con-
sidering undertaking this experiment.

The public school system 1s the dominant provider of educational
services in this country. The capital facilities exist, the schools exist,
and the teacher and support services are already in place and ready
to function, and substantial administrative services can be provided
right now. Indeed, we have worked through the public school sys-
tem in trying to set up a proposed voucher demonstration. -

I think to argue that under these circumstances that individuals
will leave the system in large numbers implies that either the public
school system is either very inefficient or very unpopular. I have seen
no evidence to suggest that this is true.

We recognize the public school system needs to be improved. That
is what we are seeking to do. I sincerely doubt there will be mass
exodus from public to private education under the regulated voucher
system we propose.

I think that the people who fear the voucher system are more con-
cerned about an unregulated system, which would permit parents to
supplement the basic value of the voucher.

That is not what we are talking about. We recommend no supple-
mentation because of our fear that supplementation would permit eco-
nomic segregation. ‘

There is also the importance of considering the expected reaction
on the part of the public schools themselves. Public schools can be
expected to change to compete more effectively and we want to enable
the teachers and principals of local comunities to have flexibility to
undertake innovative change.

We feel indeed there will be a very strong beneficial impact of the
voucher system on public education, because the public schools would
be freed from the necessity of trying to please everyone in the attend-
ance area, a practice that often results in a policy that really pleases
no one.

Parents would be able to assume a more significant role in shaping
their child’s education.

But there would be a range of schools under a voucher system, so
that administrators and teachers could arrange curricula to appeal to
a particular group or reflect a particular school of thought on educa-
tional methods. Equally important, the resources for aid to disadvan-
taged and poor students would be channeled directly to the student
rather than going to the school system as under the current approach.
Therefore you will get a much closer tie of compensatory aid with the
disadvantaged student. Further, there would be a strong element of
accountability introduced to education since parents would be free to
move from one school to another and not have to go to a mandatorily
assigned school primarily based upon residential location.

Now, I would like to turn to chart 6 and discuss briefly what we feel
the impact of the voucher system would be on integration. I think
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there are three elements that will make integration effective and
possible. ) .

First is parental involvement. Parents must be given options to
choose schools for their children on a basis other than residence: This
is behind the open enroliment scheme which has been tried. There will
be a strong element of open enrollment in the voucher concept-—that
is at the base of the voucher concept—but the parents will have power
to move the children from one school to another. ':

In the voucher system, all children will be free to change schools,
not a limited number as under the present open enrollment scheme,
and all spaces would be open to them in participating schools.! As a
second element, you will have active participation by the schools them-
selves. I think they have to go out and try to recruit and induce stu-
dents to come to their schools. Simply to make the offer open to the
students and say that they can go from the inner city school to another
school, without any encouragement by the school, will not be overly
successful. }

The voucher system induces a strong incentive to the schools to re-
cruit all students, and to recruit disadvantaged students since we are
going to add compensatory payment to the value of the voucher.

The public schools will have opportunity to become more innovative
and hopefully appeal to a broader range of students.

The third element is direct intervention by local educational au-
thority and courts. This experiment is subject to court review, as is
any program affecting equality of educational opportunity.

The courts have taken a firm stand on integration. :

Furthermore, the local education voucher authority will have the
power to withdraw school certification and right to cash vouchers. If
schools do not admit minority students in the same proportion as they
apply, their certification can be revoked. ‘

Whereas, in the past integration efforts have emphasized one or the
other of these aspects, the educational voucher experiment has heavy
emphasis on all three. ‘»

We don’t know if this emphasis on all three, the aspects I have out-
lined in chart 6, will lead to increased integration, but we feel that it
certainly merits examination. ‘

We don’t know how to achieve it under the present system effec-
tively yet. Certainly, we shall not close the door to other alternatives.

Finally, in chart 7 I outline the conditions under which nonpublic
schools can participate in the experiment. They can participate only
if it is constitutional. Some States say that aid cannot be given to paro-
chial schools and other States say it can. There are several cases
pending before the Supreme Court now. j

They will give us some indication of this. But only if it is constitu-
tional will nonpublic schools participate. Those schools that participate
have to be certified by the local authority. They have to comply with
State legislation. They must employ a nondiscriminatory open ad-
mission policy and select at least one-half of their voucher students on
the basis of a lottery and they cannot charge tuition worth more than
the basic value of the voucher. ‘

In conclusion, we at OEO are quite aware of the problems associ-
ated with the voucher concept. We do think however that just as
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society has learned how to regulate public utilities, regulate corporate
activity and indeed regulate private education, it is possible to regulate
the system of vouchers to achieve many of the benefits that might be
attainable under such a system without encountering grave problems
that an unregulated system could generate.

No one knows all of the answers and for that reason we ask the
committee to give your support to this search for better ways.

Chairman Prrxins. Any further statements, Mr. Director?

Mr. Carcucci. That is all.

Chairman Perxins. I notice, Mr. Director, you state that $73 million
has been spent on educational vouchers. Why are these contracts:
awarded ?

Mr. Carnvccr. What I referred to was the projected fiscal year 1972
figure for research, development, and evaluation in the OEO budget
which is $73 million or slightly less. Of that we estimate only approxi-
mately one-fifth will be spent on educational programs.

Chairman Perxins. How much did you spend last year on educa-
tional vouchers?

Mr. Carrooct, We didn’t spend anything last year. Excuse me, let
me correct myself.

Chairman Prerrins. That is in the present fiscal year, how much?

Mr. Cartucct. In the present fiscal year, well, I will ask Dr. Wilson.

Dr. Wison. $60,000 has been spent for preplanning grants made
to three communities. Gary, Ind., received $23,600 and Alum Rock,
Calif., received $19,200 and Seattle, Wash., received $17,400.

Chairman Perkins. That is all you spent up to the present time?

Dr. Wmson. In addition, we spent money at the Center of Policy
Analysis at Cambridge, Mass., for the voucher report and that
amounted to $200,000. So far we spent about $260,000 on the direct
voucher, proposed voucher experiment.

Chairman Perxins. But you contemplate next year spending how
much for the educational voucher experiment ?

Dr. Wison. I would contemplate this: On the experiment, if it
goes forward in the three communities, we’ll spend approximately
$3 million per year in each community. This, of course, depends on the
specific model that is developed. We do not anticipate starting the
experiment in any of the three communities in the next fiscal year,
however. Some additional moneys may be made available at the end of
fiscal year 1972 to start the experiments in the 1972-73 school year.

Chairman Perrins. How will those contracts be awarded ¢

Dr. Wirson. The next step is to make a planning grant or contract
to the local school board to continue the planning. Then, if they go
ahead with a demonstration, we would make the grant to the local
educational voucher authority. If the local school board says it
wants to broaden its representation to include parochial school inter-
ests, private school participation, and community school participa-
tion on the board, we make money available to that local authority.

_ Or the local school board could simply be reconstituted as an educa-
tion voucher authority (EVA) and we would give it the grant.

Chairman Prrxins. How much money do you contemplate for re-
search overall for fiscal 1972¢

Dr. Wirson: $73 million.

Chairman Perxixs. $78 million.
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I think we will adhere now to the 5-minute rule for questions this
morning. :

Mr. Reid?

Mr. Rem. I have no questions,

Chairman Perrins. Mr. Hawkins? :

Mr. Hawrins. Mr. Carlueci, I am quite sure that all of us applaud
the fact that the OEO is going to experiment. I think we certainly
agree with that. Some of us however disagree with the expenditure of
this amount of money on experimental programs that are not only
being undertaken by other agencies and by a lot of groups throughout
the country at a time when we are cutting back on some of the programs
that have proved to be highly successful so that my questions do not
oppose the idea of the OEO remaining as an agency that will engage in
experimentation, which I think is highly desirable; however, it seems
to me that in education that there is very little reason for the Office
of Economic Opportunity to be engaging in such a comprehensive pro-
gram as you have contemplated. |

Among all of the groups that have appeared before this com-
mittee, there has been very little support for this concept. I am some-
what wondering just where is the support coming from when the
civil rights groups have opposed the idea and practically all of the
religious groups that have appeared before the committee have op-
posed it and I am not so sure that those who did not appear would
support it but they just didn’t appear before the committee. *

The labor groups have also opposed it and all of the educational
authorities of a reputable nature have opposed the idea, so it seems you
are engaging in something that is highly speculative and I wonder,
first of all, why is it there is so much opposition to this idea if it is as
justified as you seem to contend that it'is? :

It certainly is not comparable to Legal Services, for example.

Mr. Carnucot. Mr. Chairman, as I indicated in my prepared state-
ment, I feel that there is a very direct link between education and
poverty. We are experimenting in education solely for the purpose
of trying to help poor people help themselves out of poverty, which T °
think is fully consistent with the purposes of our act.

In the performance contracting field, although not in the voucher
field, it is true that there are other groups that have projects in some
ways similar to ours. But ours is the only performance contracting
project that includes a scientifically structured evaluation design.
This design will enable us to state which experimental effects are
replicable and what results are caused by the experiment, rather than
by other factors. '

As T indicated also in the prepared statement, the amount of money
being spent on this project as compared to the overall Federal budget
for the poor is relatively small. T think the poor deserve-to have some
money spent on trying to find better ways to help educate them.

Mr. Hawrins. Mr. Carlucei, I am not disagreeing with what you
are saying, and I am certainly in agreement that the poor are entitled
to this, but T am simply suggesting that there are other groups that
are doing this, there are other committees of this committee that are
vitally concerned with this problem and are doing something about
it and there are bills pending to do exactly what you are suggesting
should be done for the poor.
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There is a bill on the Senate side, Mondale bill, seeking to obtain
one and a half billion dollars to do something in this field, something
that is meaningful, There is a tremendous amount of interest in this
subject by those who perhaps are better qualified to do the job than
the Office of Economic Opportunity.

I am not saying that it is not a worthwhile project, but T am simply
saying that there are others that can control and monitor and put the
type of money into the program and can really draw, I think, much
better results than the Office of Economic Opportunity tinkering
with something which is rather far afield of its main objective.

Mzr. Carrucer. Sir; as I tried to indicate, we don’t think it is far
afield. We think education is very relevant. I know of no plans in
any other Government agency to run an experiment in educational
vouchers, nor do I know of any other controlled experiment which
gives the kind of evaluation we think is necessary of performance
contracting.

Mr. Hawgins. Are you saying the Office of Education in its ex-
perimental programs, that all of the laboratories that have been es-
tablished around the country, some 21 I believe in number, that all of
these are not engaging in controlled experiments in fields that are
identical if not certainly identical with this experiment—I mean it is
not that T feel that something cannot be learned, but I feel that what
you are seeking will lead us astray rather than get us back to some
fundamentals in the field of education.

No one has said that simply experimenting with a voucher system
is going to end up in better education. No educators have come before
this committee to support the idea. It is just to the contrary. Everyone
has opposed it. You have not yet indicated what educators, or what
groups are really backing this idea.

Mr. Carnucctl. First of all, sir, let me repeat, I know of no com-
parable experiments being run by the Office of Education.

Second, we find that there is support at the local level. We had more
applications for our performance contracting experiment than we
could handle.

Third, as Dr. Wilson has testified, we will only go forward with a
controlled regulated voucher experiment if the local school board sup-
ports it. We have some people here today from the local level who 1
think can indicate there 1s support for this kind of experimentation at
the local level. Let me ask Dr. Wilson if he has something?

Dr. Wrson. Mr. Hawkins, I might add we have some results from
a survey finding at Alum Rock, Calif., which you recall is one of the
three communities we anticipate might conduct a voucher program.

Mr. Hawkins. Where is this district ¢

Dr. Wison. Qutside of San Jose, Calif., and the superintendent
of elementary education from Alum Rock is here today and will be
speaking later.

We have been going through a preplanning phase, examining the
voucher concept in Alum Rock. Surveys we have taken indicate that
59 percent of the teachers agree that Alum Rock should continue to
explore the voucher plan as a possible source of action and 35 percent
are against it.

” Of the administrators, 48 percent are for and 23 percent are against
it.
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Of the parents, 40 percent are for it and 16 percent are ag ainst it.

Of the. principals and vice punmpals, 56 percent are for it and 8
percent are against it.

These are results from Alum Rock in our preplanning phase The
survey indicates there is a large body of teachers, administrators, par-
ents, principals, and vice pI‘lllClpZLlS, who are for a continued examina-
tion of the voucher as a possible demonstration or experiment. |

It indicates that the number of those who are dead set against it at
the local level is relatively small, and that there is a large group whlch
1s undecided and evidently wants to look at it further.

Some ‘more interesting figures from there state that three- fourths
of the teachers and three- fourths of the administrators felt that new
alternatives are needed in public and private education. Only 9 per-
cent.of the teachers and 10 percent of the administrators did not
concur.

I would suggest that these ﬁ0u1es and Gallup Poll ﬁndmgs Would
indicate that at the local level where education is occurring there
may be some slight difference of opinion than the type of testlmony
we hear in Washington.

Mr. Hawxins. I am not going to continue on this, because I thmk
you overlooked entirely what we are saying; that is, that we are not
opposed to experimentation, not opposed to alternatives in education,
you are saying exactly what I think most of us are saying, but what
we are trying to impress on you is there are other alternatives other
than the OEO doing it.

I would suggest 1f you really want to help the poor, you go over
to the Senate and support the Mondale bill which provides one and a
half billion dollars to get us into a real program of desegregation, nof
only rational desegreg ation but also social isolation.

If you want to do somethmg, that is the best way to help the p(,or
not tinkering around with some experiment which I think you are
not capable of conducting and certainly you are not putting the money
into it that is needed and I would think you would get back to some
of the basic programs that will help the poor rather than experiment-
ing in this particular field.

Mr. Carruccr. I quite honestly don’t feel the value of the experi-
ment can be measured by the amount of money put into it. T think
the value depends upon the way it is structured and the quality of our

evaluation.

You have consistently, sir, been a-supporter of OEQO and 1ndlcated
OEO has been very successful in many fields. T would hope we would
be able to gain your support in this effort and in a field which T thlnk
isvery vital.

Mr. Hawgins. Well; T certamly am not going to conclude that it
is completely wrong, but it just seems to me . there are better alterna-
tives available to the people of this country. I just think that we have
learned a lot in education and that we are not putting the right amount
of money into it that we are putting into some of the basic programs
and we keep saying that because we are putting money into experi-
mentation we are doing something, but it seems to me what we need
to do is desegregate the schools.and get the poor in those env nonments
where they will learn from other children.



786

I think you might read the Coleman report and a few others that
have been made as a better solution to this problem. If you can con-
vince me, I certainly hope I have an equal crack at trying to convince
you.

Chairman PerxINs. Mr. Reid ?

Mr. Rem. Mr. Carlucci, I would like to welcome you this morning
and say that I am delighted you have had a chance to make a case
here this morning. It seems to me our school system does need to be
opened up. We need new approaches and I think some of the evidence
in your testimony is very clear that many throughout America are
not satisfied with the results in schools, whether it be in reading or in
equal opportunity or catching up with what might be called relevant
learning, which is essential.

I would commend you for trying these experiments. I think they are
consistent with the statute and I think if the educational system needs
anything, it needs new ideas, new approaches, better experiments that
are carefully tested.

Would you care to comment on what some of the initial results seem
to indicate? T noticed that one of the experiments won’t be completed
until June. Are there any indications on which you care to comment ?

Mr. Carruccr. The performance contracting experiment will not be
completed until June. The voucher experiment, as we indicated earlier,
and I don’t know if you were present, is in the preplanning stage in
three communities.

Let me ask Dr. Wilson if he has preliminary results on the per-
formance contracting experiment.

Dr. Wison. Sir, as you stated, the performance contract experiment
will not be producing the final result until late in summer. I can talk
about some of the impressions, some of our initial indications that we
have on performance contracting. '

OEO found that at the elementary level where the performance
contracting project is taking place, students have become much more
excited about school and about learning. We have noticed a very large
dron in the absenteeism rate.

This was indicated in the Office of Education project in Texarkana,
and seems to be verified in our nationwide experiment.

We have also learned a lot about the administrative complexity of
getting into performance contracting. That is one of the initial rea-
sons the OEO designed and undertook the experiment. We are very
cognizant of the fact that a lot of information is required before a
school system can contemplate performance contracting.

Performance contracts are hard to administer and design. Our
experiment has given us a great deal of invaluable experience in this
regard. But we have no data vet on any improvements that may have
been accomplished in the children’s reading and mathematics skills.

Mr. Rem. Do you have data that would relate the problem and I
think it is clear, namely, that some children between ages 1 and 4 seem
to learn as much as others between 4 and 13 ?

At the moment, lacking adequate preschool nutrition and health
day care center facilities, there are many children who start school
even in kindergarten or first grade substantially behind the others
and it is hard for them ever again to catch up in the reading levels.

If that is true, do we not have a substantial number of children who
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never really catch up to reading levels and therefore isn’t the criteria
of some performance on readmg and what relates to comprehensmn
and learning at an adequate rate and at an adequate date germfme to
what youare trying to do?

Dr. Wison. Of course, one of the main reasons for setting up the
Headstart program, as you are well aware, was the concern over the
disadvantaged student being behind as they entered school. »

I would say that Headstart experience has suggested that this type
of program has not had the large and rapid results as all of us Would
desire in closing the educational gap.

That is one reason we want to. look at other projects such as per-
formance contracting. Performance contractlng, is examining a system
and saying, “Is it p0551ble to achieve rapid gains with heavy concen-
tration on very complex subjects such as reading and math in a purely
compensatory setting ?” .

We don’t know the answer yet.

There also has been a shift in emphasisto the years even earlier tha,n
Headstart deals with, I would say the emphasis within OEQO and
within the Office of Child Development has been on the children of 1,
2, and 3, recognizing the interaction between parent and child which
can be lmporftamt in the first formative months in the first year.

We don’t have hard data on this. In fact, we are just exammmo
it in detail now.

Mr. REem. Let me add one final question and put it slightly dlf-
ferently. :

Absent the preschool, parent- -child involvement, some new ap-
proaches to the learning experience, greater emphasis and relevance on
reading or math or whatever is essential, absent from very new ap-
proaches are we not going to continue to hzu e a generation growing ‘up
that is going to be markedly behind in some of the skills such as read-
ing, perhaps so far behind they will never again catch up? ‘

Therefore, isn’t it essential we get new approaches and open up the
system to new ideas for the coming generation itself, give them the
chance they should have?

Dr. Wison. I think it is absolutely essential if we don’t Want a
generation going through 12 years of education and reading at the
6th grade level. This is indeed what we are generating now, the aver-
age grade level increase for the disadvantaged student is about half a
grade level per year and so after 12 years they only have a sixth grade
education.

We don’t want another generation of students in this situation, so
we have to seek new alternatlves, and new methods and improve the
current ones.

Mr. Remo. Thank you, Mr. Chairman,

Chairman Perrixs. Mr. Brademas? ‘

Mr. Brapemas. Thank you, Mr. Chairman and Mr. Carlucci and
Dr. Wilson, I appreciated hearing your discussion.

I want particularly to address some questions to you with respect
to the voucher program.

I recall that in the last Congress, “when we conducted hearings i in
another subcommittee on child grvelopment legislation, preschool leg-
islation, Dr. James Coleman of Johns Hopkins testified in support of
the application of the voucher approach to preschool programs.
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T asked him a number of questions at that time, which represented
concerns in my own mind about the viability of such an approach with
respect to preschool programs. I would now put similar questions to

ou.
Y Let me say, however, that while I do have some reservations about
the voucher approach, in general I would applaud this effort because
it seems to me that our country is so big and the problems of education
so many and complex that we ought to bring an open mind to all sorts
of experiments that may hold out hope of improving ways of learning
and teaching. »

If it can be shown—on pragmatic, empirical grounds—that the
voucher approach will have such an effect, I am sympathetic to it and
if it won’t work, thén T am not.

Tt seems at least to this member of this committee, that effectiveness
ought to be the touchstone.

ne question that does concern me is how you go about, as it were,
educating the parents who will be making the decisions with respect
to how they are going to use those vouchers? How do you educate the
parents about available alternatives and about questions of evaluation
and assessment ? o .

You are imposing, as I understand this approach, a considerable
responsibility in this respect on the parents.

Mr. Carrucct. Well, sir; we are also requiring all of-the participat-
ing schools to make an actual disclosure of information to the parents
on their courses. In addition, the parents would have available to them
the educational voucher authority which could give them information
on the various participating schools, that is, which school might suit
their particular needs, or the inclinations of their children.

We feel that because of the way the experiment is structured more
information coming to parents than there is now. If parents want
to stress the arts with their children, the educational voucher authority
could tell them which schools might specialize in that area, or if they
wanted to stress mathematics, the educational voucher authorities can
tell them which schools are in that area and then be able to get full
information from those schools.

Mr. Brabramas. Well, in my judgment, that is not an altogether sat-
isfactory response for this reason. This assumes what I suppose the
economists used to call perfect competition. We have found, at least
we found in my own Indiana district years ago, when the Studebaker
plant was shut down overnight, that simply announcing to unemployed
workers that manpower training slots were available was not effective
in getting them actually to sign up, even if they were to get stipends.
‘What do you say—and you understand that my questions are not hostile
here but designed to get some response—but what do you say to the
suggestion that the voucher program is basically a kind of middle-
class concept which assumes that you have parents who are pretty well
informed on whether or not they want their children to have mathe-
matics or arts, to use your two examples? T can see how the voucher
program might work more effectively when you have rather sophis-
ticated, well educated parents at home with some fairly sophisticated
knowledge about education. Do you see my point?

Mzr. Carruecr. Yes,sir; I do.
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Let me say that the educational voucher authority, as we see it, would
have responsibilities in this area. First of all, it would have the re-
sponsibility to see that the proper types of courses are being offered.

Second, we would envisage that the educational voucher authority
could work with various community groups such as our community
action agencies in keeping, in informing low-income people, the poor
people. It would help to perform the outreach function that would
‘bring them in and give them the information on the range of options
that are being made available to them. :

We see this as a vital function of the educational voucher authority.
Dr. Wilson has a point. ;

Dr. Wison. We can’t give you a definitive conclusive answer, and

‘that is why we conduct experiments. :
_ We know from surveys that parents want this information. They
‘indicate it in the Gallup Polls and other surveys across the Nation.
You hear it when you talk to them about education problems: They
want to know more about what goes on in the schools. Whether it
will be possible for them to act on the information or whether they pre-
fer to stay in the neighborhood schools because they are the closest,
we don’t know. : : i

But it is one of the things we want to test in the experiment. 'We
would hope at the conclusion of the project, or even part way through
it, we can give you a much sounder indication of the extent upon which
Pparents indeed will act upon information. ‘

Mr. Brabemas. I am saying that from what I, at least, have ob-
sserved, that if you are assuming that by sending a mimeographed
letter out it will get the job done, you have assumed too much.

Mr. Carrucct. We are not naive enough to assume that because of
.our experience in the outreach function. We envisage a positive strong
Tole by educational authorities in the form outreach, counseling, dnd
making alternative education information available to parents. We
feel it 1s a very important and positive aspect of the project; the im-
pact certainly will be far greater than simply sending information
through the mail. C '

Mr. Brabemas. Just a couple of other questions, Mr. Chairman.

A voucher program, as I understand it, really is based on the sup-
position that there will be viable alternatives for the parents. How
-do you go about assuring that in point of fact there are viable alterna-
tives to the local public school system so that we are not talking about
somehing that isnot real ? : ' :

Mr. Carruccr. This would be one of the purposes of the preplanning
grants, to see what alternatives can be made available and how the
experiment can be structured. We would not want to run an experi-
ment if there is not a sufficient range of alternatives made available.

~ Mr. Brabemas. Take Gary, Ind., in my own home State, where I
think you are running such an experiment, is that right ¢ S

Mr. Carruccr. No; we have given a preplanning grant to Gary, but
are not running any voucher experiinent. : :

Mr. Brabpemas., All right. This is one of the cities you are consider-
ing. There are public schools in Gary and parochial schools in Gary
and those are two alternatives, I take it? ‘ i

Mr. Carrooor. That istight. - S
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Mr. Brapemas. What else is possible? Are you, for example, in a city
like Gary, thinking about starting a third or fourth or fifth or sixth
school system so that the parent who is given the voucher can say:
“Let’s see which one will I choose for my child ?”

How do you answer that kind of question ?

Dr. WiLsox. Each of the communities to which we have awarded
pliepl%nning grants has a good mix of public, private, and parochial
schools.

In Gary, Ind., 13 percent of the present student body are in paro-
chial and private schools and there are 16 parochial schools and two
private schools in Gary now, and 84 elementary and public schools.
So out of a total enroliment in the Gary area there are 25,000 public
school students, 8,700 parochial and private.

Second, we want to encourage other schools to be creative, commu-
nity schools. We hope in the planning phase to develop a system where-
by new schools could be generated, well recognizing that first and ini-
tial reliance is upon existing alternatives.

Mr. Brapeaas. Let’s linger on the last point a minute because you
can’t, I think; just let the question slide past quite that easily. We want
to encourage community schools as a third alternative to public schools
and parochial schools, right?

Dr. WiLson. Right. . '

Mr. Brapemas. Now, put a little flesh on the bones of that. Encour-
aging community schools—what does it mean to say that? It means
teachers, it means some sort of facilities, I take it?

Dr. WiLson. Right.

Mr. Brapemas. You don’t really create a school system overnight ?

Dr. Wirson. No.

Mr. Brapeaas. So how do you go about creating, this is the real
point, how do you go about realistically creating genuine alternatives?

Dr. Wirson. We recognize this is a difficult problem and recognize
many of these alternatives are being created as a matter of fact with
the decline of parochial schools and closing of them.

For example, in Milwaukee, at least five of them have been closed
and turned into community schools in the black ghetto areas.

In Detroit T would assume with the closing or proposed closing of
the 56 parochial schools announced this week there will be community
groups that want to preserve the schools and have private schools.

‘What we anticipate is establishing a revolving fund to loan money
to groups who want to either set up a school or take over one closed
such as the case I enumerated. We would loan them money to operate
on, for some defined period. If given the money to lease and to main-
tain the facilities, they could establish a'new school, be accredited by
the local authorities, and comply with the State legislation.

T think that new alternatives will be created in this fashion. They
are being already.

_ Mr. BrabEmas. Let me ask one other question if I may.

Tt would seem to me that essential to the effectiveness of this kind
of approach would be the integrity and caracitv of the educational
voucher authority and of its evaluation and assessment procedures,
because if those procedures are not ones that can be relied upon as
being honest and of quality and realistic, then you have a bogus sys-
tem on your hands.
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And also, they must be procedures that are susceptible of undex-
standing and are not too complicated and are in the real world.. -

How do you propose to structure the educational voucher author-
ity and to enable 1t to establish and carry out the kind of assess-
ment and evaluation procedures I have discussed ? : L

Let me add a footnote. One of the great complaints about education
in the country today is that we don’t know enough about how to eval-
uate and assess the public school system, but here you are proposing
an experiment which is almost totally based on your capacity to
come up with reasonable alternatives. Yet they are reasonable only if
you can intelligently make judgments about which one is better than
another, which presupposes some sort of standards. That is a mighty
big chunk you have bitten off. We don’t do it very well in the public
school system, so why do you think you can do it bétter in this
program? c : u

Dr. Wison. I agree at the present time we cannot assess the quality
of the public school system. This has generated a lot of frustration.

Speaking only of accreditation, voucher schools of course would
have to comply with all State and local certification standards.

Mr. Brapemas. Let me interrupt to say, that is a blind alley. I
am not talking about accreditation. The whole point of the education
voucher programs as I understand it is not to give a parent a choice
of alternatives among accredited institutions, but rather what you are
after is giving parents alternative choices about how to get the best
education for their students and accreditation may or may not be
relevant here. :

We assume accreditation for all of them. It happens that I am not
a parent but here let me hypothesize that I am a parent, and you give
me vouchers and you say, “You can send your child to the Horace
Mann School in Gary or St. Thomas Aquinas School in Gary or
you can send your child to the Martin Luther King Community
Schogl in Gary” or there may be still two or three other alternative
schools.

I am assuming they are all accredited. But the parent still needs to -
know what is the difference between A, B, C, D, and E schools in terms -
of their effectiveness in teaching my child. How do you answer that?

Dr. Wirson. I wish I could give you a very simple answer to that
question because it would certainly eliminate a'lot of the problems that
everyone in the education field faces.

I would say we have to pursue the effort made to try to measure edu-
cational performance both on objective and subjective criteria. We
anticipate in the voucher experiment that information will be made
available about the nature of education that is occurring. Schools will
state whether they place an emphasis on compensatory education for
disadvantaged students in reading and math, or whether it’s an open
school, or one which stresses vocational education or the arts.

Certainly I think we have to recognize there are standard measures
by which we as a society and as parents can make some judgments
upon the type of education our children receive. ’

All you have to recall is the situation when Dr. Clark tried to imple-
ment the reading program in Washington, D.C., and the reading levels
of all of the elementary schools were published in the front pages
of Washington Post. There was a big hue and cry as parents quickly



792

observed their child was going to school which was on the average
two or three grades behind another elementary school which was only
a matter of blocks away.

Chairman Perkins. Mr. Veysey ¢ Time has expired.

Mr. Veysey. Thank you, Mr. Chairman. ‘

I have some questions to put to Mr. Carlucci and Mr. Wilson but
before I do that I feel that I should make an observation in response
to the comment of my distinguished colleague from California, Mr.
Hawkins. He quite correctly observed that at the earlier meeting of
this committee on the question of the voucher plan, we did hear from
a long line of witnesses speaking for the standard educational estab-
lishment who said they did not like the idea of a voucher plan.

They did admit that there are inadequacies in the public schools,

that there is indeed an increasing ground swell of parental com-
plaint about the quality of education, but their standard response
was: Yes, we want to innovate, we want to change, but not the voucher
plan. We don’t want to experiment with the voucher plan. We want
more money to do more of the same things we have been doing with
programs with decreasing success.
" But, I am heartened to see that on the agenda today are several
who will, I think, be speaking on the other side, three from Cali-
fornia, who will be here shortly, Dr. William Jefferds of the Alum
Rock District. It has been mentioned that they have been working
on devising a possible plan for the voucher experiment.

Also, Mr. George Gustafson, education consultant in the Depart-
ment of Finance for the State of California, where the attention of
the State has been directed to the need for a new leavening in the educa--
tional process.

And a colleague of mine of a number of years standing in the
State Legislature in California, Assemblyman Leo Ryan, who1s carry-
ing legislation there this year to make possible the experimentation we
tallk about. There is considerable interest in California in these areas
and I am sure you will hear these people a little later.

Now, my question to Mr. Wilson initially is this: We understand.
that what you are talking about is a carefully controlled small scale
experiment to find out whether the idea of a voucher plan has merit,
whether it will improve the education of poor children, whether it is
acceptable to the users of education, the parents and the children
themselves?

I think that some of those that testified before this committee at
the last meeting constantly lost track of the fact this is a small scale
carefully controlled experiment. They tended to talk in generalities:
about voucher plans and what disrupting effect this would have on
public education. ' ’

Now I want to talk about the experiment. If it is to be an experi-
ment, I assume you are approaching this with a kind of scientific
detachment about what you are going to find out in this experiment
rather than saying: Well we have a few million dollars and will
throw these out here and see what happens.

Now, what can you tell me about your appraisal of the chance that
you will, though this experiment, actually determine whether the
voucher plan is a beneficial thing or not for education—what it will
actually do? '
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In other words, will you be able to isolate sufficiently this one vari-
able, this one change, and note the results that flow out of it and will
you be able sufficiently to evaluate those results to have a definitive
answer as to whether this is a way to go? ) o

Dr. Wirson. That is a very tough question. First, I would like tn
say that the vouchers project is not an experiment in the sense that
performance contracting is an experiment or that our project in gradu-
ated work incentives is an experiment. The vouchers project is really
a demonstration. : R

I will be the first to say to you that the vouchers is not an experi-
ment, it is more a demonstration. I would not want to mislead you
and say I could come back 3 or 4 years from now and say that this one
particular policy variable out of many had this quantifiable impact.

It is really a demonstration that goes far into.the depths of chang-
ing the educational institutions itself. ‘_

It is a demonstration that is looking at opening up viable alterna-
tives,inducing more innovation and at this point in time I cannot hand
you a structured experimental design and say with 95 percent certainty
that I can come back and say why a certain effect did or did not occur.

Indeed change will occur. We will have to make use of inferences,
subjective and objective analyses, to say what happened and why.

Mr. Veysey. I am impressed with some of the thoughtful work you
people have devoted to this project and some of the careful analysis
that has gone forward under the grant to Harvard University’s School
of Education and their work on it. I am impressed with some of the
thoughtful examination that is being given to the whole concept in
California where I happen to be aware of the stirrings out there.

But tell me this: Why should this be done by OEO rather than within
the Office of Education—I suppose your remarks would have to be
balanced a bit on one side, but I am interested in knowing why you
say this should be done within your shop ?

Dr. Wirson. Yes, sir. ‘ ,

I think the concept of social experimentation that has been tried in
OEO is very innovative.

The OEO has more experience in social science experimentation
than any other agency or department of the Federal Government ; in
fact, we have the only real experience in this field. We pioneered with
the New Jersey experiment in graduated work incentives, built on that
experience with the rural experiment in graduated work incentives,
and continued with the performance contracting experiment. ’

ffThis experience uniquely qualifies the OEO to mount this type of
effort. ,

And T cannot overemphasize the need for this type of work. We saw
with medicare and medicaid what can happen when major new policies
are implemented without any prior field experience. Experiments such
as those we are conducting—and hope to conduct in education vouch-
ers—will give policy makers and legislators concrete ideas of what can
be expected of a particular program before it is implemented on a
broad, nationwide basis. The New Jersey experiment, for example, has
taught us a great deal about the administrative problems that can be
expected if a program like the President’s welfare reform proposals
are implemented. We’ve learned that administrative costs are very
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low; we’ve learned a great deal about the impact it could be expected
to have on work incentive. '

Similarly, the performance contracting experiment will indicate
what results can be expected from that new concept, how much it will
cost to achieve specific grade level advances, and so on.

Chairman Pergins. Congressman, if I may add a word to that look-
ingat it from a slightly different perspective.

We believe we have a mandate under the act to try to look at the
whole range of problems impacting the poor. If we look at the lives
of the poor people, individual poor people and try to see what one
thing, help them most in getting out of poverty clearly education comes
very high on the priority list, if not at the top.

Our act not only gives you the authority but quite clearly the intent
of the act, that we should experiment in these areas out of our respon-
sibility to act as an advocate for the poor. o
- Mr. Veysey. I agree with you 1,000 percent that education is a way
out of poverty in almost all cases. Is it safe to say that the traditional
approaches represented probably by the Office of Education, the
establishment orientation, have failed to solve the problem, indeed I
guess we are seeing more complaints, and more money being spent, on
standard approaches and probably less results obtained out of them ?
Is that right?

Mr. Carruocor. That is correct.

It is our belief the standard approach has not worked and therefore
we have an obligation to look at new and different ways.

Mr. Veysey. Thank you very much and Mr. Chairman.

Chairman Perxins. Thank you, Mr. Veysey.

Now, Mr. Director, several questions are in my mind and I will only
take 5 minutes at this point. o

I personally feel that the Office of Economic Opportunity should be
the office that speaks for the poor. I know you have various research
functions and that that research is one of the chief functions, but to
my way of thinking it is not the real purpose of OEO.

I like to look upon OEO, when we created the Office of Economic
Opportunity, as the voice for the poor. ’

Do you expect the educational voucher experiments to result in
substantial gains in reading and math on the part of the students in
the communities where the experiment is being carried out and, if
so, why, and, if not, why not? _

Mr. Carruccr. Of course, sir, that is the purpose of the experiment,
to see if this will indeed result. We believe that we have sufficient
evidence: one, of the relationship between poverty and education;
two, of the present dissatisfaction with the existing school system;
and, three, on the basis of preliminary studies done to date, to have
a reasonable degree of expectation that improvements might occur.
With that reasonable degree, we fell warranted in going ahead with
an experiment. ’

If I may, Mr. Chairman, several weeks ago, I addressed the plenary
session of the National Association for Community Development in
Seattle, about 1,000 CAA Board members, and CAA Executive
Directors.

I had a question and answer period for over 1 hour afterwards. This
question came up: Why are you experimenting in education?
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When I said to them that I didn’ feel that my children were get-
ting adequate education and I knew that the children of poor people
were not getting adequate education, I got a very spontaneous
applause. ‘

Chairman Perxins. Let’s go a little farther. If reading and math
gains results, how will you know that it was the result of the voucher
experiment and not merely the admission of $200 or $300 per pupil
expenditure? .

Mr. Carvocor. We are not going to supplement the per pupil ex-
penditure in the voucher experiment, except for the poor children.:
The local school board will contribute its existing sources of revenue
to finance the experiment, and the vouchers for all but poor children:
will be equal to current per pupil expenditures. :

Obviously, as Dr. Wilson said, we can’t give a precise answer as to.
which one of the variables might be responsible but we will certainly
evaluate the voucher experiment very closely. ;

In performance contracting we have a way of measuring the prog-'
ress more closely. ?

Chairman Prrrins. Then, if there are no reading or math gains or
none anticipated, how are you going to justify this experiment? i

Dr. WiLson. Mr. Chairman, T think to look at the voucher experi-
ment as simply an experiment to attain increase in reading and math -
and solely that, would be looking at it too narrowly.

It is a far broader experiment than that. Our performance contract- .
ing ﬁxperimentations are concerned solely with gains in reading an
math. :

What you would hope to find, of course, are gains in reading and
schools, reduction in the dropout rate, decline in vandalism and sur-
math and other educational performance, increased satisfaction in the
veys on the attitude of parents.

Will they simply continue to send their children to the neighbor-
hood school with which they are most familiar? You will want to get
measures of degree of integration that occurs over the present level of
integration. :

You will want to see to what extent new schools will become avail-
able. Suppose a school decides to open or a particular principal wants
to emphasize reading and math, will a lot of students go to that school
and take advantage of the program ¢

Chairman Perxins. Let me interrupt yon at that point.

You made a comment in connection with title I not producing re-
sults. The most recent surveys that have been conducted by this com-
mittee show that the reason is the inadequacy of funding.

We have an authorization of over $4 billion and we are merely
spending $114 billion. The evidence is conclusive that where we have
the funds to concentrate on the disadvantaged that then great results
are being cbtained and it is only in these areas where the moneys are
scattered that we are not getting the achievement that we anticipated.

Don’t you feel that we should be putting additional money into
title I since we have already identified the areas of need of more
money in order to get better results for the disadvantaged ?

Dr. WiLson. Mr. Chairman, as you know we have numerous compen-
satory educational programs in addition to title I. You are well aware
of Headstart and Follow Through and emphasis on eavlv ehild de-
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velopment and other titles of ESEA. All of these are attempts in a
programatic sense to improve education.

Chairman Prrerns. How can you justify additional experiment
when we are only reaching about one-third of the Headstart young-
sters in your shop that are now eligible? How are we going to justify
this experiment ?

Dr. Wison. I don’t view it as having to make a choice bhetween
funding experiments and ongoing prograras.

I think we need to have a reasonable balance. While we operate and
will continue to operate the nationwide educational programs, we
must also seek through research and demonstration efforts new alter-
natives for the future.

Chairman Perrins. I don’t mean to insist on this but you are in a
better position than the Office of Education to conduct this experiment.

Dr. Wirson. Let me add, we are being encouraged by the Office
of Education and by HEW to continue our pursuit of performance
contract and educational vouchers.

We work closely with them. OEO in the past has been the innova-
tor and hopefully we will continue to be in the future.

Chairman Perxins. Thank you very much.

Mzr. Scheuer?

Mr. ScueuEr. I yield to the gentleman from Indiana.

Mr. Brapemas. Thank you, Mr. Scheuer, because I just want to take
a moment, Mr. Chairman, after my colloquy with Mr. Carlucci and
Dr. Wilson, to express my own thanks to them for their observations
and to say that while I think there are all kinds of problems posed
by the educational voucher experiment, I regard it as a most valuable
venture in the effort to seek better ways of teaching and learning in
the United States, and I will follow with great interest the results of
their efforts.

Mr. Scueuer. Mr. Chairman, I have been very much interested in
the discussion and testimony this morning. There is absolutely no
question that the proposals for education vouchers and performance
contracts raise all kinds of questions which we are not going to be
able to answer this morning or indeed in the next year or two until
the results are in.

But I must confess that I think it is quite appropriate that the OEO
increase their funding of ways to change the educational system.

This committee produced the title I program. We spent several bil-
lion dollars, yet the results, while not insignificant, to me have been
disappointing.

‘We have not been able to change the system. Too frequently we
have done too much of more of the same.

We haven’t produced new models and new approaches and new inno-
vations that have given us a benchmark by which to plan future
progress.

In New York City—and I look forward to hearing from two great
experts on New York City, including our former distinguished school
superintendent, Mr. Donavon—even with the benefit of §7 0 or $80 mil-
lion of title I funds we are still saddled with a system that stifies
innovation. It has a kind of ossification and rigidity that defies the
efforts of pupils, parents and teachers alike to achieve a learning rela-
tionship between teachers and pupils which will make these kids
viable in a complicated, automated, urban society.
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The education establishment—the principals, the superintendents,
the whole establishment at 110 Livingstone Street—has almost totally
failed in New York, where I have some familiarity, to create a. learn-
ing environment whereby teachers can relate to kids and we can
liberate the talents and energies of the kids and the teachers too.

Now we still have that basic job to do. While I am quite cognizant'
of the problems we face, this is real innovation and I think it is a most.
appropriate way of spending $3 million a year or more, I hope that
you will monitor the results with continuing surveys, analyses and ap-
praisals, as you go along, so we know what we are doing. ‘

In January or February 1965, I sat here and heard Sergeant Shriver
testify about the poverty program. I asked him at that time whether,
we would be able to measure the impact of the poverty program and
whether we would be able to do a cost benefit analyses of the various
ways of lessening poverty with preschool child development programs
or the Job Corps. Where would be the best place to put the money ?

I remember Mr. Shriver telling us every single person impacted
by the poverty program would have a file and we would be able to
identify their achievements and their release from the bondage of
ignorance and inability to learn. The inability of the poverty estab-
lishment, QEO, to produce that kind of information, on which we could
intelligently legislate, has been a cruel and a bitter disappointment,
and I use those words advisedly, to me and other members of this
committee, and I think to the 25 or 80 million people in the poverty
category around this country.

Now I desperately hope you will conduct the most painfully honest,
scientific, thoughtful and scholarly evaluation of what is happening
in these demonstration programs. It would help us learn in a city
like New York that has suffered so long under the dead hand of this
incredibly petrified educational establishment above the teacher level.
It could show us how we can create an environment that stimulates
a relationship between the child and a willing and eager teacher,
that produces identifiable, visible, demonstrable and provable progress
in Jearning. ‘

That is about all Thave to say.

Chairman Perrrns. Mr. Mazzoli?

Mr. Mazzorr. Thank you, Mr. Chairman. ‘

And, Mr. Carlucei and Dr. Wilson, I appreciate personally
having read and heard your statements this morning. They are very
interesting. ‘

I share the concerns that have been voiced by many of the com-
mittee on whether or not these innovative programs will be success-:
ful but I likewise feel that they ought to be at least explored and
I think to simply throw the baby out with a wash water is, of course,
a pretty harsh remedy. i

I would like to ask a couple of questions to cheer me up on some
things. I believe Dr. Wilson mentioned momentarily ago that your
relationship with OEO with respect to this type of programing is
pretty good; is that correct?

Dr. Wison. Yes; I will keep OE informed. We have developed:
a working relationship in the sense that once we design an experiment,
and undertake it, we work with OE on how it might be implemented
on an operational basis. We would not implement it in OEO—that
would be OE’s prerogative. !
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M. Mazzorr. I am not sure whether you gentlemen are aware but
I believe it was last week that representatives from the teacher groups
appeared before the committee and testified quite flatly against even
so much as experimenting with the programs. They rather got them-
selves into a logical trap because they first said it should be under OE
and then they decided it should not be under OE, that it should not be,
period.

Let me suggest or question then some respeuse from you gentlemen
on the matter of this: If you have at this point so little cooperation by
teacher organizations toward these plans, can they be successful even
in the demonstration stage? ,

T am not leoking for results as far as the end result is concerned but
can they even be undertaken in a demonstration way ¢

Dr. Wiwsox. I would be the first to admit if no one wants to under-
take it then they will not be successful. That is quite clear.

I would also suggest, Congressman, that there is support at the local
level for this experiment in education vouchers—from teachers, ad-
ministrators, and parents.

T+ the local school board, superintendent, Governor, local com-
munity action agency, local State superintendent of instruction, say
they want to set up a demonstration and that demonstration complies
with our regulations, then we should go ahead and review it.

3. Mazzorr. You feel it will not be a serious impediment as you
proceed along the course of experimenting with this?

Dr. WiLsow. I cannot stand here and say that the national interest
groups are not going to be working to prevent it, but I think we are
going to be able to continue. We feel strongly that we will pursue the
proposed demonstration at the local level as long as local people want
to.

Mr. Mazzorr. Are you Dr. Wilson, or Mr. Carlucci in touch with
the organization of teachers as you might be in touch with OE people ?

Dr. Wirsoxw. We talk to them frequently.

Mr. Mazzorz. Do you keep them posted on developments?

Dr. Wirson. Yes.

Mr. Mazzorx. Let me ask you this: Perhaps again, Dr. Wilson, do
you see any mixture in these proposed schools, mixture of students
going on vouchers and students who are being paid regular per capita
charge by the school systems? '

Dr, Wisox. Do you mean by that whether the voucher demonstra-
tion will be full safuration, cover the whole school district?

Mr. Mazzorr. No; maybe I had better rephrase it.

Do you envision in a particular school where some students are going
into vouchers there will be some students under some other system ?

Dr. Wirson. All students in public schools will be receiving vouch-
ers. Some parochial or private schools may rvant to open up only a
certain percent of their enrollment to voucher students, so then you will
have a mixture of both.

Mr. Mazzorr. What do you think will be the best approach?

Dr. Wizson. The best is for all students in the school to be receiving
vouchers.

Mr. Mazzor1. Voucher students?

Dr. Wwson. That is what we are pursuing.
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Mr. Mazzowrr. Is your interest going to be on converting an existing
school to tthe voucher plan or to create, perhaps as Mr. Brademas sug-
gested, new types of community schools# ) o

Dr. Wirson. Our emphasis, of course, will be on converting existing
schools to the voucher plan. That is why we have gone to the local
school board recognizing that the present providers of educational
services will have fo continue to provide those under a voucher plan
and initially throughout the experiment will be providing the major-
ity ofthe educational services. i

So the emphasis is on converting present schools and leaving open
the possibility and flexibility of new schoolsto come in. 1

Mr. Mazzorr. Do you believe, Dr. Wilson, that you could have a con-
version of some few schools within a total school district and still have
any degree of harmony between the schools so converted and the
regular school system? ‘

Dr. Wirson. I think that what we are looking for is a system that
wanfts to undertake the demonstration and provide feasible alterna-
tives. If a school system came in and said : We have two public schools,
and one parochial school that want to participate out of a total of 60
elementary schools we would say, no; it does not provide enough
alternatives. : ;

If we had a school system that came in and said: We have 12 public
schools and maybe two or three private and parochials that want to
participate, I feel, that you would have the making of a feasible
demonstration. . ‘

I certainly don’t feel and wouldn’t want to advocate that the total
system has to be vouchered in order to make it a successful
demonstration. |

Mr. Mazzorr. I thank both of you gentlemen. I appreciate the chanc
to have heard this information. It certainly is different than the infor-
maltion we heard last weel, at least this now shews that you recognize
it to be a potential success but that you can only approach it as:a
demonstration project. !

Thank you very much and thank you, Mr. Chairman. /

Chairman Perrins. Any further questions of these gentlemen ?

Then let me thank you, gentlemen, Mr. Director and your assistant,
for your appearance.

(Statement of Dr. Wilson follows:)

STATEMENT BY DR. JOHN OLIVER WILSON, ASSISTANT DIRECTOR,
OFFICE oF EcoNoMIC OPPORTUNITY

For quite some time massive research and demonstration programs have been
launched in an effort to find a means for teaching children to learn better and
teachers to teach better. New curricula has been developed ; audiovisual equip-
ment and language labs have become much desired machinery in most schools ;
and teachers are being trained and retrained. It seems that whatever has comeé
along -that is new, has been assumed to be better and schools have quickly
adopted these innovations in genuine hope of finding an answer. Yet the results
of the research and the compensatory efforts, additional books and tutors,
smaller classes, and open schools have been, at the very least, frustrating. Chil-
dren who would learn in any situation continued to be successful achievers, and
most children who had difficulty learning continued to fail despite new teaching
techniques and new equipment. i

These compensatory efforts have emphasized inputs: the provision of more
funds, additional books and tutors, summer study programs, smaller class sizes,
and counseling. Until recently it has been assumed that positive results would



800

follow from this marginal provision of compensatory services, and that a greater
flow of resources into the schools would guarantee better education.

. Performance contracting is an approach which emphasizes outputs, not inputs,
i.e., what the children actually learn. The performance contracting system is new
to education although it has been tried in other fields. The appeal of this ap-
proach -to education should be obvious to legislators who are continually pre-
~§ented with demands for larger educational spending, but who are given no
indication of what previous spending has accomplished, let alone any information
about what further increases may do.

The elements of performance contracting are relatively simple although their
execution is somewhat complex :

A contractor signs an agreement to improve students’ performance in cer-
tain basic gkills by set amounts.

The contractor is paid according to his success in bringing students’ per-
formance up to those prespecified levels. If he succeeds, he makes a profit. If
he fails, he doesn’t get paid.

. Within the guidelines established by the school board, the contractor is free
to use whatever instructional techniques, incentive systems, and audiovisual
aids he feels can be most effective. He thus is allowed more flexibility than
is usually offered a building principal or a classroom teacher.

The first performance contract in a public school in Texarkana, Arkansas
drew widespread public notice and applause. The Texarkana project, funded
under Title VIIT of the Flementary and Secondary Education Act, was intended
primarily as a drop-out prevention program. Teachers and paraprofessionals
working for a private company, employed a broad range of teaching machines
and other audiovisual devices in a highly individualized curriculum. These fea-
tures, in themselves, are not revolutionary : teaching machines have been used,
and instruction has been individualized. What was unusual about Texarkana
was that the contractor’s used incentives to trigger the children’s learning proc-
ess. The contractor was paid only to the extent that he was successful in im-
proving the students’ scores on standardized reading and math tests.

As reports of success in Texarkana became public in the Winter of 1970,
dozens of school district officials visited the project and began to consider per-
formance contracting to meet their own needs. Office of Economic Opportunity
staff visited Texarkana at that time and saw great promise in the concept, but
they also reglized that as the project was designed, it was not an adequate test
of the concept and would not provide guidance ot the school officials across the
country who were considering the new concept.

The Texarkana program did not include the evaluation design or administra-
tive controls necessary to assess the capabilities of performance contracting in
a reliable fashion. But even if Texarkana had the most scientific and best de-
of the concept and would not provide guidance to the school officials across the
results ‘achieved there could be replicated elsewhere; whether performance con-
tracting would be administratively feasible to implement elsewhere; or
whether the costs would be prohibitive.

A much broader, clearly defined, and carefully evaluated experience was nec-
essary before it could be confidently stated that performance contracting could
help poor children learn. Thus, the Office of Economic Opportunity decided to
mount a nationwide experiment to provide information that school boards
should have before deciding whether to enter into performance contracting.

Twwo Tactors of major significance led the Office of Economic Opportunity to
launch an experiment in performance contracting. First was to test the concept
of incentives. What performance contracting is about is not bribing kids to
learn nor is it paying educational technology companies for doing a better job
than teachers. What performance contracting is about is providing incentives
for teaching poor children in the best way possible and, even more crucial. pro-
viding incentives for making immediate changes in teaching methods if the
present ones are not working,

In the same vein, poor children cannot afford to be the victims of error, result-
ing from a school’s inclination to adopt @ new concept for lack of ‘any alternatives.
Therefore, the second major reason for the Office of Economic Opportunity’s
participation in an experiment in performance contracting was to discover, as
quickly as possible, whether the concept worked or what parts worked and
what parts didn’t work.

The Office of Beonomic Opportunity’s experiment in performance contracting
was launched in August and September, 1970 in eighteen school districts that
contracted with six private firms.
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Every major geographical area and every major racial and ethnic minority,
is included. In each location, underachieving, poor children are involved: 100.
per grade in each, in grades 1, 2, 8, and 7, 8, and 9. In addition, there are 100,
control students in the same grades receiving traditional instructional methods;
in nearby schools. Testing is under the direction of an entirely separate con-;
tractor. In all, some 28,000 children are enrolled. i

To prevent the problem of teaching to the test, several safeguards have been
employed which we feel prevent the problem from occurring. First, several
tests are in use, not just one and their identity has been blinded. An audit has
been conducted of each company’s curricula to insure no test items are present.,
In addition, part of the company payment is based upon criterion-referenced tests'
which are not nationally normed tests. Finally, all of the subcontracts contain'
a penalty clause which provides that all funds be returned to the government
if it is proven that teaching to the test has taken place. ‘

Obviously, it is hoped that performance contracting will improve the basic!
reading and math skills of poor students, skills they will need to master virtually
every other subject they will confront during their years of schooling. But per-
formance contracting seems to have the potential for effecting a number of
other improvements in the education system as well : !

Better overall performance, This system forces a school system to decide
what it wants to accomplish, how accomplishment will be measured, and
how accomplishment will be rewarded.

Accountability. Performance contracting shifts the emphasis from inputs
(what is done, how it is done, how much is expended) to outputs (what is
learned). It will tell school boards and legislators what performance they
are getting for their money, which is an invaluable tool for their decision-
making process. o

Drop-out prevention. There is evidence that children drop out of school
(among other reasons) because they are performing poorly in terms of
academic achievement. If their achievement and motivation can be improved,
they may be encouraged to stay in school. This theory appears to be sub-
stantiated by the Texarkana experience. i

Individualization of instruction. Performance contracting may offer a

cost-effective vehicle for introducing individualized instruction in the less
affluent inner-city school; on a guaranteed basis. 3

The education lobbies and other ecrities of performance contracting have
charged that the system will: !

1. Force the public to lose control over the educational process. It would ap-
pear that quite the reverse will happen, since the heart of this system is the
contract between the elected school board and the contractor. Performance con-
tracting should help the public (through the school board) exercise more con-
trol over the educational process. The school board sets the standards, devises
measurement tools, and certifies that the measurement takes place.

2. Result in nonreputable companies selling educational services. Perform-
ance contracting is surely the reverse of this process—the Office of Economic
Opportunity, the schools, and the companies all will be present at the conclusion
of this experiment and expect the results to be subjected to intense public
scrutiny. Indeed, that is what the experiment is all about, to determine whether
the concept is worthwhile or not.

3. Duplication of Office of Education efforts. Testimony before this commit-
tee has findicated that the Office of Hconomic Opportunity effort is a duplication
of the Office of Education efforts in performance contracting this year. This is
not true. As I already noted, the Office of Economic Opportunity is engaged in
a test of the impact of performance contracting on student performance. Each of
the participating sites is being operated under the same guidelines and are sub-
ject to the same evaluation. In 1970 there were twenty-five performance con-
tracts in addition to the eighteen we funded. The twenty-five are in no way
related, are different in scope, degree and purpose and not subject to rigorous
guidelines or evaluations. !

The Department of Health, Education, and Welfare also has a contract with
the Rand Corporation to study the process of and problems with performance
contracting. One of the major products of this effort is a Performance Contract-
ing Booklet for school officials deseribing ways in which they might, if they so
desire, become involved in performance contracting. We feel that their effort
complements ours, which, I reiterate, is designed to assess whether or not per-
formance contracting is an effective educational approach. ;

Many of our critics have stated that there are problems at several of the per-
formance contracting sites. They are absolutely correct.
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1. There are problems related to the unique nature of some of the educational
system being employed and a sincere skepticism on the part of school adminis-
tration and teachers.

2. There are problems associated with mistrust between the company person-
nel and school personnel.

3. There are problems related to unclarities in the performance contracts
themselves.

4. There are problems with companies complying with teachers’ union con-
tract regulations particularly in the areas of staffing and bonus payments.

5. There are problems with large scale testing of students in inadequate and
sometime hostile environments.

6. There are problems in selecting adequate measures for assessing success
or failure.

7. There are problems with both the schools and companies complying with
our detailed reporting system while at the same time trying to operate an inno-
vative program.

8. And, of course, there are problems with students who have been previously
turned off by the learning system.

We are well aware of these and many other difficulties in the experiment.
However, this experiment is functioning in a real social world and not in a
laboratory setting where all extraneous factors can be controlled. The problems
we are facing will occur whenever any new program is introduced into some on-
going institution, e.g., a school.

The experiment itself is not an easy process to administer and this gives
rise to problems. The introduction of private firms, new techniques such as in-
centives and the extensive documentation and control apparatus the Office of
Economic Opportunity has required to monitor and properly evaluate the ex-
periment have imposed a heavy burden on most schools. In fact, we thought
originally that one or two might have dropped out by now. We are immensely
pleased, and I beileve all school and company staff have reason to be pleased,
that the structure of the experiment is intact and that all parties who began
the experiment are still in it. However, there have been difficulties, some of them
not related to the experiment at all: teachers strikes in Philadelphia and Hart-
ford, for instance, which have hindered the progress of projects. It is quite pos-
sible that difficulties we have or might have at individual sites will compromise
the data to such a degree that their inclusion in the analysis could be unfair.
If this occurs, these sites will be excluded from the final analyses.

What will be learned finally from the experiment? First, we will learn wheth-
er the innovative reading and math programs being tested are effective when
carried out on a performance incentive basis. We will have results from a variety
of students. with a variety of backgrounds exposed to different teaching tech-
niques, but measured by the same criteria. Thus, it is hoped the results of this
experiment will be replicable across the country. Also, we will have reliable
estimates of the cost-effectiveness of these pregrams. Finally, we will have a
great deal of knowledge about how the mechanism of performance contracting
works in schools.

When the final report is issued, early next year, the Office of Economic Oppor-
tunity will make it available to the Congress, the White House, the education
profession and the general public for discussion and conclusions. I have no
doubt that it will be subject to careful scrutiny and any weaknesses which may
exist will be uncovered. I welcome the scrutiny. If we learn that performance
contracting does not produce significant gains in achievement levels, that is im-
possible to administer, or that its cost/effectiveness ratios make it impractical,
obviously we will have to attempt to devise different methods of helping the
poor. If, on the other hand, performance contracting is proved successful, educa-
tors and government officials will have an important addition to their knowledge
of how to educate disadvantaged children. In a sense our entire effort is being
devoted to making that information available for debate and consequent action.
That is in keeping with the experimental nature of the project. If not successtul,
we will not be a party to any efforts to boost it. The agency seeks to test promis-
ing ideas in any field, not just education. That is a goal upon which we have all
agreed in the past and upon which we dedicate our work in the future.

Chairman PrrriNs. We have numerous witnesses and I think to
accommodate Congressman Scheuer I will call Dr. Bernard Donovan
and Mrs. Esther Swanker, president and vice president of the Center
for Urban Redevelopment in Education in New York.
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STATEMENT OF DR. BERNARD DONOVAN AND MRS. ESTHER
SWANKER, FRESIDENT AND VICE PRESIDENT, CENTER FOR
URBAN REDEVELCPMENT IN EDUCATION, NEW YORK, N.Y.

Chairman Prrkins. Dr. Donovan, it is a great pleasure to welcome
you back before this committee again. You have been here on numerous
occasions. We certainly want to hear from some people who have some
good views on this proposal and without objection your prepared
statement will be inserted in the record and you can just proceed n
any manner you prefer.

Dr. Donovan. Thank you, sir. :

Mrs. Swanker will join me in a minute because we divided testlmony
so that each of us would be brief and touch on different points smce
we work together.

Mr. Chairman and members of the committee, I am Bernard Dono-
van, partner in the Center for Urban Redevelopment in Education
which is a nonprofit educational research and consulting agency m—
corporated under the laws of the State of New York.

It is a pleasure to appear before this important committee to dls-
cuss some of the educational needs of the Nation.

In my previous appearances before this committee as superm—
tendent of schools of New York City or as president of the research
council of the grade city school improvement program, I onstantly
emphasized the real and pressing financial needs of the schools, particu-
larly of the city schools and more particularly the crying needs of the
children in the inner city.

Today I repeat that need for maximum financial assistance for
urban school systems whose plight has become more desperate. But
my testimony today and that of my partner in educational research
and consulting, Mrs. Esther Swanker, is not one concerned dlrectly
with finance. But rather, with the improvement of educational op-
portunity and educational effectiveness.

We are going to present to you briefly today our thought about the
educational voucher as a part of the American educational scene. |

My entire career has been in and about the public schools. I gradu-
ated from public elementary school, public high school and public
college. My professional experience was 40 years in almost every pos1-
tion available in the New York City public schools.

It should be apparent that I have a wide knowledge of and a,blhty in
respect for public education. I would not knowingly assist in any
project which endangered public education.

There are certain basic features of American education that are
pertinent to our testimony. First is the traditional and accepted diver-
sity of educational opportunity in this country. Generally, we refer to
it as alternatives in education. This diversity was a value chiefy to
two groups, the economically advantaged who could afford to send
their children to private schools and those who intend to attend
church related schools.

The latter served many former minority groups but generally did
not serve the blacks.

In the face of critical financial and personnel problems, even the
church related schools are disappearing, as educational alternatives.

The second feature of American education flows from the ﬁrst Al-



804

ternative systems have created an admirable competition and a com-
petitive situation which has encouraged innovative thinking and
experimentation.

New ideas in curriculum and methodology have started in public,
parochial and independent schools. This competition, mild though it
has been, has helped to keep American educational thought sensitive
to change, and has prevented it from sinking into the complacency
which accompanies monopoly.

The other feature of American education which is pertinent to our
testimony is the recognized inability of the public schools to provide
for our disadvantaged children the same effective instructional pro-
gram as it has provided for the more advantaged child.

In plain English, the public school has not yet found a way to raise
the educational attainments of children in the ghettos so they can
really have an equal crack at life.

I am well aware of the many contributing factors to this condition.
Broken homes, no educational stimulation at home, disinterested par-
ents, segregated living, unemployment, restricted public school financ-
ing, poor teacher training and a host of others, but this complex set
ofuc_ircumstances make the challenge to education even more com-
pelling.

It means that the search for new ways of doing things can never
cease. It is in this search for new dimension of education that the edu-
cation voucher has its place.

Let me make it quite clear that we do not look upon the education
voucher as the answer to American education’s prayer. The use of
education vouchers is complicated. It requires a change in educational
thinking and it may develop unforeseen disadvantages.

This is true of most new ideas in education and these aspects can only
be evaluated if the idea is given a trial.

We are not suggesting that the concept of education vouchers be
adopted. We are merely saying that we believe the idea of education
vouchers should be tried out in at least one carefuily controlled dem-
onstration and our reasons for that are that it offers poor parents a
reasonable opportunity for choice of schools which choice has been
available to more economically favored parents.

Tt stimulates administrators and teachers to seek new avenues to in-
crease effectiveness and some might say it encourages innovation.

‘T would agree that it dees except I believe innovation is merely a
symptom of dedication, dedication to the improvement of education.
Unfortunately, the word “dedication” seems to have disappeared from
the American vocabulary.

Tt offers a means of supporting alternative schocls, but only if these
schools are productive according to the consumer’s standards.

We would not be interested in a free and unfettered voucher dem-
onstration, because the absence of reasonable constraint could destroy
the social and educational advances made at such costs over so many
years.

The present demonstration proposal has hasic elements which we be-
lieve are essential. There is a controlled pupil admissions policy,
which should prevent the emergency of segregated schools. There is a
provision for the auditing of every participatine school’s financial ree-
ords. There is a provision for an educational and guidance program for
parents to help in their choice of schools.
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There is provision for funds to protect the local school district
against extra expense because of this demonstration. There is suf-
ficient time for planning new schools under this proposal which must
meet ‘State requirements and cannot be fly-by-night. ;

There is recommended participation by all interested groups in the
community in the planning and in the operation of the demonstrations.

Aside from the necessary minimal constraints, the plan of the dem-
onstration is to be prepared locally. |

In closing, may I reemphasize our interest in the education voucher.
We are a nonprofit educational research and consulting agency. We
don’t sell any product and we don’t indorse any product. We are con-
cerned with ideas in education and we use our combined 64 years, T
hasten to add that 42 are mine, of educational experience to assist
superintendents, boards of education, parents, pupils, school staffs and
others, to find and develop new ideas. IR

On this particular matter, education vouchers, the Ofiice of Economic
Opportunity has used our services through the center for study of
public pelicy, to be available to public school superintendents and
public boards of education for explanation and clarification of the
demonstration proposals as it might affect that particular district or
area. : ;
In carrying out this responsibility, we have had opportunity
throughout the Nation to ascertain the reactions of interested profes-
sional and community representatives in various parts of the country.

I would like Mrs. Swanker to tell you about the major questions
which have arisen during these discussions. : ’

(Statement of Dr. Donovan follows:)

STATEMENT OF DR. BERNARD E. DONOVAN, PRESIDENT, CENTER FOR URBAN REDEVEL-
CPMENT IN EDUCATION, NEW YORK, N.Y.

Mr. Chairman. Honorable Members, Ladies and Gentlemen, I am Bernard
Donovan, partner in the Center for Urban Redevelopment in Education, a non-
profit educational research and consulting agency, incorporated under the laws of
New York State. : ‘

It is a pleasure to appear before this very important committee to discuss come
of the educational needs of the nation. In my previous appearances before this
committee as Superintendent of Schools of New York City or as President of the
Research Council of the Great Cities School Improvement Program I constantly
emphasized the very real and pressing financial needs of the cities’ schools and,
particularly, the crying needs of the children in the inner cities. . ;

Today I repeat that need for massive financial assistance for urban school
systems whose plight has only become more desperate. But—my testimony today
and that of my partner in educational research and consulting, Mrs. Esther
Swanker, is not concerned directly with finance but rather with the improvement
of educational opportunity and educational effectiveness. We are going to present
to you briefly today our thoughts about the education voucher as a part of the
American educational scene. :

My entire career has been in and about the public schools. I graduated from
public elementary school, public high school and public college.

My professional experience was forty years in almost every position available
in the New York City public schools, from elementary school teacher to the
Superintendency. It should be apparent that I have a wide knowledge of and
built-in respect for public eduecation. I would not knowingly assist in any proj-
ect which endangered public education. .

There are certain basic features of American education that are pertinent to
our testimony. First is the traditional and accepted diversity of educational op-
portunity in this country. Generally we refer to it as alternatives in education.
This diversity was of value chiefly to two groups—the economically advantaged
who could afford to send their children to private schools and those who chose to
attend church-related schools. The latter served many former minority groups but

|
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generally did not serve the blacks. In the face of critical financial and person-
nel problems, the church-related schools are disappearing as educational
alternatives. 3

The second feature of American education flows from the first. Alternative
systems have created a mild competitive situation which has encouraged inno-
vative thinking and experimentation. New ideas in curriculum and methodology
liave started in publie, parochial and independent schools. This competition, mild
though it has been, has helped to keep American educational thought sensitive
to change and has prevented it from sinking into the complacency which accom-
panies monopoly.

The other feature of American education which is pertinent to our testimony is
the recognized inability of the public school to provide for our disadvantaged
children the same effective instructional program as it has provided for the more
advantaged child. In plain English, the public school has not yet found the way
to raise the educational attainment of children in the ghettos so that they can
really have an equal crack at life. :

I am well aware of the many contributing factors to this condition—broken
homes, no educational stimulation at home, disinterested parents, segregated liv-
ing, unemployment, restricted public school financing, poor teacher training,
and a host of others. This complex set of circumstances makes the challenge to
education more compelling. It means that the search for new ways of doing things
can never cease.

It is in this search for new dimensions in education that the education voucher
has its place. Let me make it quite clear that we do not look upon the educa-
tion voucher as the answer to American education’s prayer. The use of edu-
cation vouchers is complicated, it requires a change in educational thinking and
it may develop unforeseen disadvantages. This is true of most new ideas in edu-
cation. These aspects can only be evaluated if the idea is given a trial.

We are not suggesting that the concept of education vouchers be adopted by
anyone. We are merely saying that we believe the idea of education vouchers
should be tried out in at least one carefully controlled demonstration. Our
reasons are as follows :

1. It offers poor parents a reasonable opportunity for choice of schools which
choice has been available to more economically favored parents.

2. It stimulates administrators and teachers to seek new avenues to increased
effectiveness. Some might say that it encourages innovation. I would agree
except that I believe innovation is only a symptom of dedication—dedication to
the improvement of education. Unfortunately, the word dedication seems to have
disappeared from the American vocabulary.

3. It offers a means of supporting alternative schools but only if these schools
are productive according to the consumer’s standards. '

We would not be interested in a free and unfettered voucher demonstration
because the absence of reasonable constraints could destroy the social and edu-
cational advances made at such cost over so many years. The present demonstra-
tion proposal has basic elements which we believe are essential.

1. There is a controlled pupil admissions policy which should prevent the
emergence of segregated schools.

2. There is provision for the auditing of every participating school’s financial
records.

3. There is provision for an educational and guidance program for parents
to help in their choice of schools.

4. There is provision for funds to protect a local school district against extra
expense because of this demonstration.

5. There is sufficient time for planning.

6. There is a recommended participation by all interested groups in the com-
munity in the planning and operation of the demonstration.

7. New schools must meet state requirements.

8. Aside from necessary minimal constraints, the plan of the demonstration
is to be prepared locally.

In closing, may I re-emphasize our interest in the education voucher. We are
a non-profit educational research and consulting agency. We don’t sell any prod-
uets and we don’t endorse any products. We are concerned with ideas in educa-
tion and we use our combined 64 years of educational experience to assist
superintendents, boards of education, parents, pupils, school staffs and others to
find and develop these new ideas.

On this particular matter—education vouchers—the Office of Economic Op-
portunity, has used our services through the Center for the Study of Public
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Policy to be available to public school superintendents and public boards of ed-
uecation for an explanation and clarification of the demonstration proposal as it
might affect the particular district or area. In carrying out this responsibility
we have had opportunities to ascertain the reactions of interested professional
and community representatives in various parts of the country. I would like Mrs.
Swanker to tell you about the major questions which have arisen during our
discussions. !

Chairman Prrxins. Go ahead, Mrs. Swanker. (

Mrs. Swanker. Thank you, Mr. Chairman, ;

Mr. Chairman, honorable members, ladies and gentlemen. My name
is Esther Swanker and I am a partner in the Center for Urban Re-
development in Education, a nonprofit educational research and
building organization, presently engaged by the Office of Jiconomic
Opportunity through the Center for the Study of Public Policies to
provide liaison and technical assistance to boards of education and
school administrative staff who are interested in pursuing inquiries
about proposed voucher demonstrations. ‘

It is a distinct pleasure to greet you again. I was in the past priv-
ileged to know many of you as I represented our State education
departments and, as Dr. Donovan stated, my request at that time was
also greater funds for education. :

Since leaving that position with the State of New York, I have had
opportunity to see first hand the vast educational complex and many
of its facets in most of the larger cities of our country.

We have worked and are presently working with educational leaders
throughout the country attempting to put our 64 years of experience
to usfe. This experience, ladies and gentlemen, was in the public schools,
all of it. :

‘We see in the proposed voucher demonstration atremendous oppor-
tunity for forward looking educators to create within the public sector
a utopian model, possible now but to our knowledge, untried any-
where where poor children can be the heneficiaries. ‘

Since the beginning of our country we, in the public education field,
have accepted as fact the concept of a school serving the children re-
siding in the immediate vicinity. This school opens its doors to.all
chil(iiren who reside in a given location and attempt to serve their
needs. :

In effect, the principal and teachers are called on to provide an
educational rainbow for the gifted, retarded, for the slow learner,
the average learner, under-achiever, highly motivated, in many! in-
stances physically, mentally handicapped.

If only that school could concentrate its efforts, could appeal to
parents whose children are interested in science or music and art, per-
haps some parents with teachers and principals would prefer a school
with a strict disciplinary policy and others might prefer nongraded
approach. Teachers and principals could be given a long-awaited
chance to use their abilities where they are most effective. {

How often we have seen a good, very good traditional teacher com-
pletely at sea in an individualized nonstructured curriculum, but she
has no options.

Under this plan of interest in a school parents might find that their
child who ha.cll difficulty in learning to read might, instead of being
dumped willy-nilly into a local school where he will have a staff of
average readers with which to compete, parents might send him to a
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school that specializes in reading problems and providing remedial
instruction by a specially trained reading teacher.

Some parents may wish to have their children enrolled in a bi-
lingual school and others may choose a school with emphasis on
physical education, body building, and sports.

Since we do not have unlimited time this morning to detail all of
the possible combinations we shall have to leave it to your judgment
to see the possibility inherent in an interest centered system rather
than one determined by residence.

Those of you who are familiar with the interest-center type schools
in New York and other large cities know that desegregation is not a
great problem in those schools. Young people choose the high school
of music and art or the school of art and design or the high school of
performing arts or any of the other special interest type schools and
they have chosen them because that is where their talents and interests
lie.

In effect, they become color blind and the schools automatically
integrate themselves.

T.ot me make it clear that this model system we have drawn for you
will teach reading and will teach writing and mathematics, however
the reading materials in the schools might be to math, the math
problems geared to scientific research and the writing assignment in
the children’s interest field.

Tt is possible to operate this kind of model under our present educa-
tional system but nobody has been given enough financial assistance or
enough outside stimulation to try to do it under present conditions.

We are frequently asked and it is usually by a representative of
the American Confederation of Teachers or by the National Fduca-
tional Association, “Why don’t you just give the public this money
and let them use it to improve education in their own way?”

Unfortunately, their own way has been tried before. For years and
years as you well know, the cost of education has been rising. School
taxes have been going up. ESEA funds and other Federal and State
funds have been added and where does this money go?

Tt goes to the very same teachers and administrators, in the same
schools, in the form of higher salaries to do the things they have been
doing for years and in the case of our disadvantaged, our poor chil-
dren, that same thing has not worked.

We are not promoting a universal voucher system, but education
needs a shot in the arm, or any other place it will be effective. Maybe
this is it.

One of the fears that opponents of the voucher demonstration has
made is it will ruin the public schools. If we, Dr. Donovan and I
honestly believed that we would not be here thismorning.

T have just described to you a possible public school model of
voucher demonstration. We do not feel that demonstration should be
limited to the public schools, because some competition might keep
these new models on their toes, and provide impetus for accountability
which is so desperately needed.

Another fear you have heard carelessly thrown about it is a sneaky
device to get money into Catholic churches and other demoninations
supporting schools.
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We don’t believe this either and have our reasons. Since starting our
endeavor most of our research has been in the public school sector but
we have done some work also for the Catholic schools and it our con-
sidered opinion that while initially the voucher demonstration might
sound like “manna from heaven” sober reflection will bring the realiza+
tion that even “manna” has strings attached. o

First of all, most of the schools would be the target demonstration
area inner city schools. In the Catholic schools as in the public schools,
these schools are seriously overcrowded—wall to wall kids, you
might say, R

Under the regulations which Dr. Donovan quoted it is conceivable
that a principal and pastor might have to turn out one half of the
present enrollment; children of parishioners who support the church
and might accept 50 percent of the school enrollment who might be
protestant, Jewish or no religious persuasion at all. 1

Tempting as the “manna” might be, a pastor might think twice
or three times before turning away parishioners’ children to enroll
strangers. ' f

Second, by OEO regulation, the books of the parish would be open
to audit by a public body. Many pastors feel that the church’s financial
affairs, the contributions of the members, stipend paid the sister
and the rent on the rectory, are no business of the public. ;

Those same pastors will give careful consideration to this point also.

Finally, with public money go public regulations. While most pastors
and principals expect some public regulations in the matter of fire
inspections and minimum curriculum regulations, many regard the
idea of public regulations and inspections as an anathema. They feel
their religious power, the prayers, liturgies, religious education would
be a thing of the past once they became a voucher school. f

While this last worry may be excessive it is not without ground.

One aspect.of the voucher demonstration which should be pointed
out is that it should be locally conceived and locally operated plan-
ning and programing. The Office of Economic Opportunity has set
the five minimum regulations to prevent the abuses most feared by
critics of the program, but leave to the local communities the shape,
form and regulation of the demonstrations.

Thus, another fear is groundless.

The Office of Economic Opportunity has no desire nor intention,
at least as far as we have been able to detect, to take over and run any
or some local school systems. They are simply acting as a catalyst, or
gadfly, if you will, to seek to bring about educational change to affect
the lives of poor children in a carefully controlled monitored
demonstration.

‘We do not believe the voucher demonstration will destroy the public
schools. We do not believe it will enrich the Catholic Church or lead to
a Federal takeover of the educational system. We do not believe that
the voucher system is for every district nor every State. We do not
believe that it is a cure-all for the ills of education. We do believe it
has promise, as an alternative, to our present unsuccessful methods of
educating poor children. ‘

We do believe that like any creation designed to educate children
it should be tried on a demonstration basis, carefully controlled, care-
fully watched, and we do believe it deserves a trial.
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‘We accept competition and free enterprise as the basis of our eco-
nomic system in this country. Why are we so afraid of it in education?

Thank you.

(Statement of Esther M. Swanker follows:)

STATEMENT OF ESTHER M. SWANKER, VICE PRESIDENT, CENTER FOR URBAN
REDEVELOPMENT IN EDUCATION, NEw YORE, N.X.

Mr. Chairman, Honorable Members, Ladies and Gentlemen :

My name is Esther Swanker. I am a partner in the Center for Urban
Redevelopment in Eduecation, a non-profit educational research and consulting
organization, presently engaged by the Office of Economic Opportunity through
the Center for the Study of Public Policy, to provide liaison and technical
assistance to Boards of Education and school administrative staffs interested
in pursuing inguiries about the proposed voucher demonstration.

It is a distinct pleasure to greet you again. In the past I was priviledged to
know many of you when I represented the New York State Education Depart-
ment, and as Dr. Donovan stated, my quest was also, greater funds for educa-
tion. Since leaving that position with the State of New York, 1 have had an
opportunity to see first hand the vast educational complex in its many facets in
most of the larger cities of our country. We have worked and are presently
working with educational leaders throughout the country attempting to put
our combined 64 years of experience to use. This experience ladies and gentle-
men, was in the public schools, all of it.

We see in the proposed voucher demonstration a tremendous opportunity for
forward-looking educators to create, within the public sector, a utopian model,
possible now, but to cur knowledge untried anywhere, where poor children can
be the beneficiaries.

Since the beginning of our country, we in public education have accepted as
fact, the concept of a school serving the children residing in its immediate
vicinity. This school opens its doors to all children who reside in a given loca-
tion and attempts to serve their needs. In effect the Principal and teachers are
called on to provide an educational rainbow for the gifted, the retarded, the
slow learner, the average learner, the under achiever, the highly motivated, in
many instances physically and mentally handicapped. If only that school could
concentrate its efforts, could appeal to parents whose children are interested in
science, or music and art. Perhaps some parents (and teachers and principals)
would prefer a school with strict discipline, others a school with a non-graded
approach, Teachers and principals could be given a long awaited chance to use
their abilities where they are most effective. How often we have seen a very
good traditional teacher, completely at sea in an individualized, nonstructured
curriculum. But she has no options.

Under this plan of interest-centered schools parents might find that their
child who has had difficulty in learning to read might instead of being dumped
willy-nilly in the local school where he will have a class of fast and average
readers with which to contend, his parents might choose to send him to a
school which speeializes in diagnosing reading problems and providing remedial
instruction by specially trained reading teachers. Some parents may wish to
have their children enrolled in a bi-lingual shecool, others may choose a school
with an emphasis on physical education, body building and sports.

Since we do not have unlimited time this morning to detail all the possible
permutations and combinations we shall leave this to your judgment to see the
possibilities inherent in an interest-centered system rather than one determined
by residence.

Those of you familiar with the interest-centered high schools in New York
and other large cities know that desegregation is not a problem in these schools.
When young people choose the High School of Music and Art or the School of
Art and Design or the High School of the Performing Arts or any of the other
special interest high schools, they choose them because that’s where their tal-
ents and interests lie. In effect, they become color blind and the schools automat-
ically integrate themselves.

Let me make it clear that this model system we have drawn for you will teach
reading, writing and mathematics, however the reading material in one of these
schools might be science oriented, the math geared to scientific problems, the
writing assignments in the children’s interest field. It is possible to operate this
kind of a model under our present educational system, but nobody has been given
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enough financial assistance, nor enough outside stimulation to try to do it under!
present conditions. We are frequently asked, usually by representatives of the:
‘American Federation of Teachers or the National Education Association, “Why'
don’t you just give the public school system the money and let them use it to
improve education ‘their own’ way ?”’ I
Unfortunately “their own way” has been tried before. For years and years the
cost of education has been rising, school taxes have been going up, ESSA funds
and other Federal and State funds have been added and where does this money.
20? It goes to the very same teachers and administrators in the same schools'
in the form of higher salaries to do things they have been doing for years. And:
in the case of our disadvantaged, our poor children, the same thing has not
worked. i
We are not promoting a universal voucher system, but education needs a shot/
in the arm, or any other place where it will be effective. Maybe, this is it. |
One of the fears that opponents of a voucher demonstration have voiced is “It
will ruin the public schools”. If we, Dr. Donovan and I, honestly believed that,
we would not be here this morning. I have just described to you a possible public
school model of a voucher demonstration. We do not feel that the demonstra-
tion should be limited to the publie schools, because some competition might keep
these new models on their toes and provide the impetus for accountability which
is so desperately needed. !
Another great fear that you have heard carelessly thrown about is: “This is
just a sneaky device to get money into the Catholic Church and other denomi-
nations which support schools”. We don’t believe this either and we have
reasons. ‘
Since starting our new endeavor most of our research has been in the public
school sector, but we have done some work also for some Catholic schools. It is
our opinion ‘that while initially the voucher demonstrations might sound like
manna from heaven, sober reflection will bring the realization that even
manna has strings attached. First of all, most of the schools which would be
in a target demonstration area are inner-city schools. In the Catholic schools, as
in the public, these schools are seriously overcrowed, wall-to-wall kids, you
might say. Under the regulations which Dr. Donovan quoted it is conceivable that
a Principal and a Pastor might have to turn out 14 of the present enrollment,
children of parishioners who support the church and accept 50% of the school
who might be Protestant, Jewish or of no religious persuasion. Tempting as the
Manna might be—a Pastor is going to think twice or even three times before
turning away parishioner’s children to enroll strangers. :
Second—by OEO’s regulations the books of the Parish would be open to audit
by a public body. Many Pastors feel that the Church’s financial affairs, the con-
tributions of the members, and the stipend paid the Sisters and the rent for the
rectory are no business of the public. Those same Pastors will give careful con-
sideration to this point also. i
Finally—with public money goes public regulation. While most Pastors and
Principals expect some public regulation (such as fire inspections, minimwm
curriculum requirements) many regard the idea of public regulation and inspec-
tion as anathema. ;
They fear their religious school (prayer, liturgy, religious education) woul
be a thing of the past once they become a voucher school. :
While this last worry may be excessive it is not without grounds. One aspect
of the voucher demonstration which should be pointed out is that it should be
a locally conceived and locally operated plan and program. The Office of Eco-
nomic Opportunity has set the five minimum regulations to prevent the abuses
most feared by voucher critics, segregation, elite schools, dumping grounds,
but leave to the local community the shape and form and regulating of the demon-
stration. Thus another fear grounded. The Office of Economic Opportunity has
no desire nor intention at least that we’ve been able to detect, to take over and
run any or some local school systems. They are simply acting as catalyst or
gadfly, if you will, to seek to brink about educational change to affect the lives
of poor children in a controlled, monitored demonstration. !
We do not believe the voucher demonstration will destroy the public schools.
‘We do not believe it will enrich the Catholic Church or lead to a Federal take
over of the educational system. We do not believe that the voucher system is for
every district, nor every state. We do not believe that it is a cure-all for the ills
of education. We do believe it has promise as an alternative to our present un-
successful methods of educating poor children. i
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We do believe, that like any creation designed to educate children it should be
tried on a demonstration basis, carefully controlled, carefully watched. We do
believe it deserves a trial.

We accept competition and free enterprise as the basis of our economic system
in this country of ours, why are we so afraid of it for our educational system.

Chairman Perx1ns. Let me compliment both of you for an outstand-
ing statement. It is always a pleasure to see Dr. Donovan reappear
before this committee and we all value his experience.

I personally am impressed with your statement, and you state,
Dr. Donovan, that we should have one carefully controlled demonstra-
tion. I am of the opinion that the committee will go along with this
experiment. I sometimes regret to hear so many people tear down, not
these witnesses, but many others, the result of title I. I think you will
agree with me, Dr. Donovan, that we have had an inadequacy of
funds insofar as concentrating in the ghettos of the country, from the
standpoint of obtaining results.

Dr. Doxovan. Yes, sir; I think there are two factors involved here.
One as you correctly say, sir, is a lack of adequate funds to pursue good
programs. The second 1 think has nothing to do with the funds. I think
ﬂi is a lack of incentive and dedication and ability to try out new
things.

Chairman Perx1ns. I go along with that.

Mcr. Scheuer, I was delighted that you were here today.

Mr. ScerUER. I am delighted to greet two friends whom I respect
very highly for their professional qualifications and enormous experi-
ence in public education.

I am sorry that every member of this committee was not here to
benefit from your testimony which T think was absolutely brilliant.
There is little for me to add or to question insofar as your testimony
is concerned, but it was very stimulating, provocative, thoughtful and
well conceived in every respect.

I think this committee ought to give the go ahead to a carefully
controlled experiment in the voucher system and in performance
contracting.

Maybe it is the devil that makes me say this, Doctor, but my curiosity
is pushing me perhaps indiscreetly to ask you, having served for 40
years in our school system and having occupied the top position in
that school system for a number of years, why are you telling us we
need to work outside of the school system? I agree with you that most
of us on this committee have learned that we can’t only work through
school systems. It is not just a question of giving them more resources.
You sat on the top of that pyramid in New York, and I am sure you
had just as much desire to make that swing a little and be more rele-
vant, more sympathetic and more responsive to the needs of these kids.
You have not changed since you left the system. You are the same
Berney Donovan now you were then. But what are the reasons that
you were not able to accomplish as head of the New York City School
System what you think you could accomplish by helping us design and
experiment with these two innovative features? What was it that in-
hibited you from doing, when you were in charge of this system, what
you seek to do now outside of the system ?

Dr. Donovan. T will have to answer as to something you referred
to before, I will have to answer as a resurrected corpse since you
brought up a dead bureaucracy. I think there are several things that
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impede a system, impeded me at the point but I am talking of a
systenn.

! In the first place, when you get a large institution of any nature,
it tends to become institutionalized and to protect its institutions in
its traditional method of opening. That does not mean that everybody,
in that institution feels that way and that is why, when you receive
testimony at this table from organized groups representing teachers,
administrators and others, they are not talking for every teacher and
every administrator, there arve some who wish to be freed but they are
in that general bailiwick. ;

Second, I have to admit in some cases, practically all cases, there
was not sufiicient funding. ?

Third, there is that general feeling among human beings that some-
thing new is going to take me out of the rut in which I have been
so comfortable up to now and that applies to professional people as
well as anvbody else, even to some of the schools. i

1t is difficult to come out of that and the bigger the system the more
difficult it is because of the inability of the community with every-
body in there. Therefore, I believe you have to do two things. You
have to continue to work within the system, which by the way has
done many good things. ;

I am not a critic of the public schools except that it has not yet
achieved effectiveness that it should. That is my point and I think
that by working outside of it as well as inside of it we can create
effectiveness, because in the long run the whole purpose of education
is the eduecation of that child, not the protection of teachers, superin-
tendents, and principals but the education of the child.

Chairman Perxins. Mr. Veysey ¢

Mr. Veysey. Thank you, Mr. Chairman. I am very heartened to
have two distinguished educators such as Dr. Donovan and Mrs.
Swanker step forward here today to give us this very balanced sort of
appraisal of the whole problem. And I hope your statement is right,

- Dr. Donovan, that not the entire establishment is locked in against

the change of this sort, that their official spokesman follow that pat-
tern, but that there are many down in the ranks that are giving this
consideration. 1

Let me ask you this: Do you feel there are enough at the teaching
level, at the first administrative level, who are willing to undertake
in all fairness experiments of this sort so that it has a reasonable
chance of fair examination? :

Dr. Donovan. Yes, sir; I do.

Mrs. Swankzrr. If I may, I would like to add a comment to the
question, :

The reason that we believe this is since we have been working with
the Center for Study of Public School Policy we have had numerous
questions and are still receiving them from organized groups such
as we recently met with the chief administrator of the school of State
of Arizona and have an invitation to meet with the same groups in
Maryland and groups around the country have invited us of their
own accord to come and talk with them about the voucher system and
this gives us reason to think there are many individuals and groups
who really sincerely want change and think this is perhaps a viable
way of achieving it. :
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Mr. Veysey. Thank you very much, Mr. Chairman.

Chairman Prrrixs. Let me again, thank you, Dr. Donovan, and the
lady for your appearances here today. ) )

T look forward to seeing you back again at some time. I think you
are more or less a fixture around the committee and we appreciate
your appearances. . )

‘We have numerous witnesses today and the other witnesses, outside of
Judge Eugene Allen, can go to get their lunch and come back at
1 o’clock. )

Now, Mr. Allen, you can come around. I will call you on your Main-
stream program since you are up here on another matter. )

Now identify yourself for the record and tell us about your Main-
stream program in Morgan County, Ky.

STATEMENT OF HON. EUGENE ALLEN, JUDGE OF FISCAL COURT,
WEST LIBERTY, KY.

Mr. Avien. I am judge of Morgan County.

Chairman Perrrns. Tell us about the Mainstream program, how it
is working in Morgan.

‘What is the size of Morgan County ?

Mr. Arren. It is 10,000 population.

Chairman Prrrins. How many Mainstream workers do you have?

Mpr. Arren. I have 18 under my supervision.

Chairman Perxins. Is the program working or is it a failure? Tell
the committee and if it is working out successfully we would like to
know and what the kind of work the Mainstream workers perform ?

Mr. Arren. The 18 T have working is the Morgan County road
system and without this we would not have any road system in Morgan
County. We have better than 200 miles of road.

Chairman Prrrins. How many miles of road ?

Mr. Arren. The county maintains 200 miles, That is what T use the
biggest part of the time for. We also remodeled our courthouse and
remodeled our jail and numerous things that they are doing in addi-
tion and without OEO boys we would be in bad shape in Morgan
County as far as our road system.

Chairman Prerxins. Let me ask you, how many miles of road are
tChere to2 be maintained by the State and by the county in Morgan

ounty ?

Mr., };&LLEN. The State maintains 136 miles and 202 miles are main-
tained by the county for which we have $32,000 in the road fund.

Chairman Perxins. How much or what contribution do the 18 men
malke on this 202 miles, Mainstream workers?

Mr. Arien. Well, we furnish the materials and things out of the
$32,000 and the OEO boys do the work.

Chairman Prrxixs. Do you have any other funds or could you main-
tain the roads but for these Mainstream workers in your county ?

Mr. Arpex. Definitely not.

Chairman Perrins. Why not ¢ Tell us.

Mr. Arien., We just don’t have money to employ them. We don’t
have the money to keep up the roads without the Mainstream workers.

Chairman PerrIxs. Just what type of jobs are performed by the
Mainstream worker in maintaining these rural roads? Tell the

committee.
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Mr. Arres. They run heavy equipment such as graders, and they
drive trucks. Also, what we do is we keep or try to keep them for 6
months and rotate them. We try to find them jobs. Out of the 18 I
have had working, now we have 18 new ones and we placed, I believe
eight on heavy equipment on jobs which they draw a paycheck from,
and that is not on the OEQO any more.

So what we are doing is training them and I think we placed about
10 of them on carpentry work. ;
Chairman Prrrrns. You are telling the committee that your train-
ing program and the training of these Mainstream workers has been
successful insofar as assisting them in getting jobs later on? “

Mr. ArieN. Yes.

Chairman Prrerns. Now, is 18 all of the slots you are allocated in
Morgan County ?

Mr. Arren. That is all I can get. I need more men.

" Chairman Prrerns. How many more do you really need ? j

Mr. Aren. The main thing is the road and at least we need 20
more. ‘

Chairman Prrrins. What is your unemployment rate in Morgan
County ? Do you have a lot of poor people unemployed ? "
b Mr. Avrtex. I believe a third of the population is unemployed or
better. ‘
 Chairman Prrixs. Do you believe a third of the population or
better is unemployed ? :

Mr. AvieN. Yes,sir.

Chairman Perxins. How is your Headstart program working out
in that county ?

Mr. Aciex. Well, they are doing a real fine job. Of course it is
handled under our school system. I don’t have any record of it but
they are doing a fine job, too. ,

Chairman %ERKINS. In rebuilding your courthouse there, what did
these Mainstream workers do? What kind of a job of remodeling took
place? I would like the committee to know about this.

Mr. AvLex. They rebuilt or put four additional rooms, additional
to the courthouse.

Chairman Prrrins. What materials did they put in in rebuilding
and who furnished the materials and the types of material and whether
it was carpentry or masonry work or what? Tell us something about it.

Mr. Aviex. It was carpentry and masonry work and, of course, we
paneled the whole court room and all of the offices and added four
additional offices on to it. They did carpentry work and masonry work
and these boys can do about anything. -

Chairman Perrins. Would that courthouse have been remodeled but
for the Mainstream workers there? :

Mr. Arien. Before the Mainstream workers started it was not even
fit to wall in. Now we have a real nice courthouse.

Chairman Perrins. Wasit in a dilapidated condition?

Mr. Arien. It had been condemned, yes. :

Chairman Perxins. It had been condemned ?

Mr. ALLEN. Yes.

Chairman Perxins. How about your jail, what took place there?

Mr. Arren. We approximately 6 months ago started working on the
jail and are still working on it and are remodeling the jail and I am
trying to get it up to date and it also had been condemned.
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Chairman Prrkrns. Are they doing carpentry and masonry work ?

Mr. Arren. Mostly carpentry on that.

Chairman Prrrins. Mostly carpentry ?

Mr. Arrex. Yes.

Chairman Prrrrns. How many people really need employment that
are not presently being employed in Morgan County, Ky., and how
many people need training that are not presently receiving training
in your county, to the best of your judgment, as judge of the fiscal
affairs of the county ?

Mr. Arren. Approximately a third of our population are in need
of jobs and training.

Chairman Prrxixs. How many thousand would that be? Tell the
committee that.

Mr. ArLeN. Between three and four thousand people.

Chairman Perrixs. Which are unemployed and do not have any
work in that county of 10,000 people ?

Mr. Arren. That is right.

Chairman Prrkixs. Mr. Veysey, do you want to ask the witness any
questions ?

Mr. Veysey. No, thank you, Mr. Chairman, just to thank him for
coming here with this information which we appreciate very much.

Chairman Prerrins. Do you believe that the community action
agency down there, is helping in connection with softening the un-
employment problems and helping the poor and in other respects ?

Mr. Arre~. They most certainly are. Without these programs, 1
wouldn’t want to be judge of Morgan County.

Chairman Perr1ns. Thank you very much, Judge Allen.

We will recess now until 1 o’clock.

I am sorry, I agreed to call Mr. Ryan first, State Assemblyman from
San Francisco, to accommodate Congressman Veysey.

Come around, sir. You have a plane to catch and we also want to
accommodate the witness.

STATEMENT OF FON. LEQ RYAN, STATE ASSEMBLYMAN, SAN
FRANCISCO, CALIF.

Mr. Ryan. Thank you, Mr. Chairman. I appreciate your indulgence.
I dohavea plane to catch.

I am Leo Ryan of the California State legislature. I serve on the
Education and Ways and Means Committees in California. I served
with the distinguished Congressman, Mr. Veysey there.

Chairman Prrerxs. How long had you been in the General Assembly
of California ?

Mr. Ryan. I have been there 9 years and came there with Mr. Vey-
sey in 1963. We came there together. I have, or the reason I am here
today is I have the bills which relate to the voucher system in Cali-
fornia and we are very concerned about the point of whether or not
the voucher system has any chance for survival because in California
there are 514 million children in the schools.

We spend, State and local taxes together, about $414 billion on edu-
cation in California alone.

We believe that education in California today is a sick, if not dying
system. It is not producing the kind of education quality we believe is
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necessary to move youngsters into the adult world with sufficient train-
Ing to give them any chance to survive in the adult world.

This year for example it is going to take an additional $170 million
simply to maintain the status quo as far as the present cost of public
education. We have a voucher bill which we believe may be an answer
and we want the chance to experiment.

This is not the only piece of legislation which I carry, which is in
the nature of an experiment. There are other experiments besides. |

I have a bill for instance that was proposed to me by several of the
superintendents of the larger school systems in the State including
Los Angeles school system, San Diego city school system, and so on,
that relates to relieving some of the school system on a partial basis
of the State code where they intend to try to find some ways in the
public system to meet some of the problems that exist because they
believe that perhaps some of the State legislation that has been passed
may actually inhibit good quality education.

One of those expemments then that we are trying, in relation to
vouchers, unfortunately with the voucher system a great deal more
money is required and far more than possible to obtain through State
financing alone.

I would point out, I think there are essentially two issues which the
committee seems to have brought up at-this time which I would Iike to
speak to at the moment.

First is whether or not the Office of Education should be allowed to
survey or control any experiment in the voucher and I don’t believe
that 1t is my prerogative to say at the Federal level which agency
should havethe job but I dobelieve it should be done.”

I know that over the years the Office of Education has not been
particularly sympathetlc to genuinely experimental programs we have
suggested 1n California. T have been to the Office of Education many
times and on many occasions in the past and not found them too
sympathetic with programs that tend to have any kind of effect, or

negative effect on the structure that exists.

I was interested in Dr. Donovan’s comment about the structure of
education in New York City and the difficulty he has with a ]drge
system in trying to create change and we have the same situation in
California.

It is very difficult to create change where jobs are affected. I can
gl'lve you specific examples of that but I think I will go on to other
things.

Tl%ere have been any number of comments made by those who are
opposed to the voucher system and I was interested in my distinguished
fellow Californian, Mr. Hawkins, and his comment that no educators
themselves have spoken in favor of the voucher system. There are a
few who have but mostly they have not.

But the very fact they have not is an indication to me that per-
haps there is reason to go 1nto this further.

Any kind of attack upon the structure itself seems to meet W'lth
militant opposition from the educational system. I am even more
curious now about the voucher system simply because there is this
much opposition within the educational system itself because it may
mean some kind of slowing down of the enormous increase in costs that
have occurred in education itself in California. ;
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We have watched in the last 10 years or 9 years since I have been
in Sacramento, an enormous increase in the cost of education which
we have funded primarily through the local property taxes.

Speaking again to the poverty areas and how it would effect the
poor, since the Office of Economic Opportunity has that function, I
can only say that the poorer the school district in California, the
more need there is for additional funds and the less chance there is
of obtaining the funds under the present financial system we have in
California.

I do believe that the Federal money used for experimentation with
the voucher would inevitably lead to additional school support and
financial support in the areas where they are most in need.

I had the opportunity sometime ago to, since my own background
before I became a legislator, was in teaching, I went 2 years ago down
to Mr. Hawkins own congressional district as a matter of fact and
taught as a substitute teacher in a school, a high school in Watts.

They didn’t know who I was and I taught there for 2 weeks as a
substitute teacher and took five classes as any regular teacher does.

In talking to some of the faculty members there, they were almost
universal in their agreement that not enough of the money goes to
the poorer schools. There is so much administrative overhead that
the money simply, or money is spent at the top and simply trickles
down in too small an amount to the youngsters themselves.

For example, the social studies department I taught in at the
school did not have any kind of facilities, mechanical or electronic
equipment with which to teach the youngsters as such. They simply
had not ever gotten the money to do so.

There was not a single motion picture projector or ditto machine
to develop materials for teachers for use in the classes.

T also talked to some of the teachers about the difficulty in trying
to teach young black students who were very much alienated to the
system that existed. They don’t believe, I don’t think that anybody
cares about them.

At night I talked to many of the parents in different kinds of meet-
ings. I went around to those meetings with Assemblyman Bill Green
who represents the same area. Over and over again the parents say,
Mr. Ryan, why can’t you give us the money instead of having 1t
trickle down and be strained through all of the mayors of admin-
istrative overhead and give us a chance to use the money better than
it is being used now?

To me the voucher system would do that kind of thing and would
be a much more direct kind of approach, much more direct applica-
tion of the funds to the places where they are most needed.

There are many objections that have been given by educators to
the system, to the possibility of its use, and there is an objection that it
will produce a kind of segregated system, which works against the
Civil Rights Act and the kind of programs that are encouraged for
integration.

Yet, I would point out to you that in California, throughout Cali-
fornia, our schools are heavily segregated today, if not by law or by
design or by desire, at least in practice. My youngsters go to school in
Milbryan in Burlingame, and they are entirely white schools and
within 15 miles of where my youngsters go to school there are black
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schools almost entirely black, and that is in spite of the fact we have
laws on the books in California and Federal laws that prohibit it.
The fact is whatever we say about the systems and whatever we
say about hucksters and whatever, there are answers to that. There
are at least in hypothesis. The fact is we will never know whether or
not this is a particular useful kind of experiment unless we try 1t.
I guess that is what we are after in California. I would point out
to you that the bill that I have answers these objections point by
point in a manner which it has been developed. |
I would further point out while it has been mentioned there are
three States that expressed an interest in developing a voucher system,
in each case there needs to be enabling legislation at the State level
in order to get it down.
I don’t know of another State far along as we are in development of

_different kinds of educational experiments to try to improve the

system. I speak of Indiana for example or the State of Washington
and yet in those two States, to the best of my knowledge, no bill has
progressed as fir as the voucher system or any other kind of innovative
educational experiments have progressed to this point. :

The bill T have using whatever legislative skills we have there, I

am certain I have the bill or the vote to get the bill out of the educa-
tional committee this year, and I am working now on the ways and
means committee which is the same as your appropriations commit-
tee here in the Congress, and I think that we have the votes to get
it out there too. ' ,
- In other words, the bill is moving along. It has some chance of suc-
cess this year unless the Federal Government by action of this com-
mittee and by dction of the Congress decides it is no longer interested
in the voucher system as such.

If the Federal Congress decides it is no longer interested in pur-
suing the idea of the voucher experiment, then there is absolutely no
chance for my passage of my bill or any legislation like it.

“The reason for it 1s obvious, if it looks to the members of the
legislature in California there is no hope of funding such a program
and obviously there is no reason then to go ahead. N

I have a hunch that is the reason why there is so much opposition
expressed before this committee in a prior hearing where I read'the
testimony. It seems to me that perhaps the fact is used by those op-
posed to the system is to kill in effect the experiment as such here
rather than in California. ;

We have the capacity in California, I think, to oversee any kind
of experimentation in education to a very high degree. We have the
capacity to watch it, to look at it, to ask questions and ask tough
questions as this committee asked here this morning. But if we don’t
have the money to back up this particular program, then we have no
chance of getting it through.

Finally, there 1s a question of whether or not this bill would help
the poor. I think the bill or the money from the Federal level to go
with the State legislation to develop it would go directly to the poor
first.

Obviously, no district in California and there are several in Cali-
fornia that have expressed interest in this legislation, but they ex-
pressed interest because of the fact they are poor. There are two
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districts in California very close to my own assembly district that
have asked me personally about it and want to apply for the Federal
funds if they become available.

The reason they wish to ask for funds is because in fact they are
poor, desperate, out of money and their level of support for young-
sters is very low. These youngsters deserve the right to be educated
as any other youngster is educated in California. The level of sup-
port throughout the State for education of youngsters is about $800
per child.

. In the Ravenswood School District near Palo Alto, the level of
support is less than $500. In the Pacifica School District, my own
district, level of support is $540 as opposed to $800 which is the
average.

They have expressed an interest in the voucher system only because
they know they can’t do otherwise than find some kind of relief and
some kind of support from outside of the regular means of financing
schools at the State level. That is why they have come to see me ask-
ing for assistance. I would suggest to this committee and its members
that the bill deserves a chance. I am most curious about the level of
opposition because I believe that the level of opposition indicates the
reason for it, for giving it a trial.

Those who say in the system, as many hawve, that such an experi-
ment will destroy public education, by their own words indicate the
nature of the problem. I had the same comment made to me by a mem-
ber of the State board of education when I made a speech to that body
more than a year ago about the voucher system and the reason I
thought it should be tried.

One member of the board at the meeting came to me and said : “Mr.
Ryan, if your ideas are accepted or adopted it will mean destruction
of the public school system” and my comment to him at the time was:
“What you are saying is you are implying if parents are offered any
alternative to the public school system of education we have now they
will take it in such large numbers they will effectively walk away
from the public school system.”

That in itself is an indication to me of the dissatisfaction through-
out the entire system throughout the entire State and which indicates
to me further this kind of experimentation is necessary if the schools,
if the education system in California is to survive.

It is for those reasons we are extremely concerned in the legislature
about your actions on this particular bill and this particular support
and we would ask you to give us a chance in California if we can get
the legislation passed, to give the voucher system a trial and see what
value it can have for educating youngsters.

After all, it is not so much survival of the public school system we
are concerned about but the survival of youngsters who are within
the system and whether or not their education is adequate enough to
give them a chance to survive in the adult world and not so much the
chance for teachers or administrators to survive in the present sys-
tem before we consider the children.

Chairman Pergins. Thank you very much, Mr. Ryan.

Mr. Veysey ?

Mr, Versey. Thank you, Mr. Chairman.
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Mr. Chairman, I am delighted to see my colleague of a number of
years from Sacramento here today on this important matter. Assem-
blyman Ryan and I each spent 8 years as members of the education
committee there and while we are of opposite political parties none-
theless we found a very warm accord in trying to solve the problems
of children through our educational system. I am very happy to get
this report from Assemblyman Ryan as to the progress of 1mp1ement-
ing legislation in California.

Now, did I understand you correctly, Mr. Ryan, that it would be
your feeling that while there is considerable support for the legislation
this year in California, that if this Congress should back away from
funding or authorization of voucher experiments through OEOQ, that
would destroy any opportunity to proceed in California ? ‘

Mr. Ryan. Very flatly, yes. !

I can’t conceive of going before any committee, nor do I have any
real plans to continue to push for a voucher experiment, or experi-
ments in California, unless there is funding for it in the Federal level.

We simply do not have at this time at “the State level the kind of
Tunds over a period of years that we can commit to this particular
kind of experiment. Yet, we know that it may have value but it will
take a considerable number of millions of dollars over a period of years
in order to give this thing an adequate trial.

- I am not willing to have it undertaken unless there is adequate
-amount, of money behind it because obviously it can’t possibly Work
without that kind of funding.

Mr. Veysey. Approximately how long a period of time do you think
it would require to establish an experlmental district in California,
to conduct the experiment, and to get definitive results lettmg us
appraise the merits of this plan?

Mr. Ryaw. That calls I thmk for a judgmental type of answer since
there can’t be a final conclusion until we have had a chance to try it.

It seems to me in order to give any kind of private competition a
chance to develop of an adequate nature, we would need to have any-
where from, I would think 5 to 7 years from the date when the voucher
system experiment actually begins on an ongoing basis, where young-
sters are given their vouchers and they have a chance to apply at some
school for entrance other than a public school, so we are talking then
at least I would say probably, with leadtime, of anywhere from 7 to 9

ears.
7 Mr. Veysey. Then, this should not be looked upon as an 1mmed1a1:e
general solution for the problems of the poor children ?

Mr. Ryan. No, sir.

Mr. Veysey. Am I right to assume that to solve the problems of
public education we have to look pretty far down the road ¢ ‘

Mr. Ryan. I think it is important to stress that point, because there
are no immediate answers to the problem of education or problems
of education and the two primary problems are financing and quality.
You can’t have any kind of, or there is no magic bill, there is nothing
going to happen between now and next fall that will suddenly take
care of all of our problems but one of the problems we face in Cah-
fornia, very frankly, is financing.
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We know that in California, within the next 5 years, we will have
to substantially raise the amount of public commitment, in taxes, to
education in its present form. There is increasing and very heavy
resistance today to any increase in taxes for educational purposes,
whereas in years past the success rate of tax elections and bond elec-
tions in local school districts was 70 to 80 percent, today less than half
passed on any regular basis.

There are schools today in California that are giving notices to
hundreds of teachers in individual school districts, because they have
had to squeeze down and tighten up because the public refuses to
vote for any further support. There is good reason for it.

In the last 10 years in California the total amount of State com-
mitment of the gross national product to_education has gone from
3 percent to more than 7 percent today and if that increase continues
in the next 10 years the amount of gross national product devoted
to education will be over 10 percent and probably closer to 15 percent.

In order to reach that level I am convinced having been on the
finance committee for many years, it will take heavy increases in in-
come taxes, bank and corporation taxes, and sales taxes and we already
have a 5-percent sales tax in California and will go to 6, T think, in the
next 2 years and God knows where we will go from there and still we
won’t have any idea of what the upper level or limit of the cost of
education will be. ' :

We face the most sericus kind of financial problem looking ahead.
T think we must find alternative means of educating our youngsters
before the public school system collapses, simply for want of funds.

Mr. Veysey. Then you are saying that the Federal Government, if
it looks to this objective, must be steadfast over a period of quite a
few years to really carry on the experiment and find out if it has merit.
I take it in the meantime, we must also accommodate the concerns that
Congressman Flawkins was expressing this morning for adequate Fed-
eral funding of the best known existing approaches that may be avail-
able to us. :

Mr. Ryaw. That is true.

Mr. Veysey. And one does not substitute for the other; would that
be correct ?

Mr. Ryax. I think you are absolutely right. I think that Congress-
man Hawkins’ reservations about the voucher system are certainly
worth considering. I also think that if those schools that collapse first
as the money becomes less available, as it will in the years to come, those
schools that are hurt worse and hurt first will be those that are the
poverty schools and the poverty schools are in the poverty areas and
the poverty areas are where the black, Chicanos, poor white. whose
youngsters vou have the least chance to survey now will be the fArst
to feel the effect of tighter and difficult economic conditions which will
absolutely begin to exist unless we find better means of educating those
youngsters and one of those possibilities is the voucher system.

T stress that it is one of the possibilities becanse it is not the only
one. We do have other kinds of experiments we are going to try but
weneed to try this one, too. )

Mr. Veysey. One final question. This is another side of this
problem.
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We are now experiencing a kind of enhanced interest from within
the educational establishment in the voucher plan. The establishment
was pretty closed at first but I think there is a loosening up and
something of a willingness to look at it. 5

Would it be your expectation, should a voucher plan be imples
mented in an experimental form in a district in California, that the
improvement, assuming there was improvement arising out of that,
that the improvement would come from internal changes within the
educational system or would it come from options offered from out-
side, that is other alternative educational opportunity ? :

Mr. Ryan. I think it would be a combination of both. I think that
the lady’s comments who preceded me was most apt, when she said
that competition was still a valued principle. , ;

I can’t help but believe that if there were alternatives for parents
and their children in choosing what kind of school they wished to go
to that it wouldn’t force public schools in direct relationship to their
quality, to reexamine the offerings they have for youngsters in their
OwWn areas. j

I am convinced for example in the Watts area of Los Angeles, those
public schools that are in existence today that do not meet the needs
of the youngsters who are there, would be forced to reexamine their
own curriculum, offers and methods and types of teachings, if they
found that the youngsters were leaving in massive numbers to go
somewhere else. ;

I am convinced they would leave fastest in the area where they
have been least successful and the least successful areas in education in
California are those areas where the poor live and that is where the
money is needed and that is where the educational problems are the
most difficult. ' !

Mr. Veysey. Thank you very much.

Thank you, Mr. Chairman. ;

Chairman PrrxIns. Mr. Ryan how many carefully controlled dem-
onstrations do you feel we should conduct on the educational voucher

lan? !

P Mr. Ryan. Well, I think there are two aspects to that answer. One
is the very practical aspect of State participation. It is pretty hard for
the Federal Government to move in and assist in experimentation with
the voucher if you don’t have State legislation to assist. ;

T have checked around as best I could and as I said before, T don’t
know of any particular State at the present time that is as far along
as we are. f

If California passes this legislation, and becomes eligible then for
developing a voucher system, I would hope there would be more than
one school district in California involved. I don’t think that the nature
of any experiment as complicated as this should stand or fall on a
single school district’s success or failure with what is essentially an
experiment. J

An experiment, after all, implicit in any experiment is a chance of
failure or @ chance of success. If it then succeeds in one district it im-
plies it will succeed exactly the same in every district and we know
there are sociologic and other factors involved that perhaps it won’t
work anywhere else, :
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I would like to see it ride in different kinds of school districts, for
example, in San Francisco where they have a classic pattern of failure
in an urban ghetto area. I would like to see it tried, for example, in
Alum Rock, which has a different kind of ethnic makeup, they are a
poor district and high percentage of Mexican Americans living there
and Pacifica, my own assembly district we should give it a chance.
They are one of the poorest communities in California and the assess-
ment behind each child is something like $600 per student whereas the
average is 11 or 12.

I think we should see if this kind of system provides better funds for
education. We should try it in places where there is willingness of
the community to experiment in it and there is interest in it and then
after it is tried then we have a chance to assess those aspects of it
which are successful and those aspects of it which are failure and then
might be translated into a general law for the entire State and perhaps
for the Nation.

Chairman Perrixs. Thank you very much, Mr. Ryan.

You have been very helpful. I think, if Mr. Veysey will remain
with me we will throw in another witness before the other witnesses
come.

Come around, identify yourself for the record and go ahead since
you are here.

STATEMENT OF JAMES L. REDWINE, SANDY HOORK, XY.

Mr. Repwine. I am James L. Redwine, Sandy Hook, Ky., formerly
associated with the Mainstream and the concentrated employment
program with the Northeast Area Development Council.

I respectfully ask that I be allowed to testify before this commit-
tee as to the results of the program in our particular area.

Chairman Perx1ns. Northeast group of counties, what counties does
it represent in eastern Kentucky ?

Mr. Repwixe. That represents from Lewis County on the Ohio
River, Greenup, Carter, Elliott, Rowan, Morgan, and Lawrence
County.

I ha%rl to think a minute about that one.

I have seen the direct result of this program put into homes for
the aged, for the incapacitated, I have seen these men who were under-
educated, underprivileged, and in many cases undernourished, be-
come accomplished carpenters, masonry workers, concrete finishers,
and I have seen heavy equipment operators developed, I have seen
the courthouse in Morgan County, as Judge Gene Allen testified, and
I have seen that building resurrected from a wreck to being a very
adequate facility and a pride of the people of Morgan County.

I have seen the city of Sandy Hook that had no playground facili-
ties for the children, developed into a park area in cooperation with
the Army Corps of Engineers and by use of these Mainstream men
in their work in constructing Army surplus building on the play-
ground, and let me retrogress a little into the homes of these people.

All of us have seen either on TV or in the newspapers, some of the
homes in which our people live. It would do my heart good, and I am
sure the people of the area, if this committee could be transported into
the area and see the condition of their homes at thistime.
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Now these people furnish the material, most of them from a welfare
check, or from a very inadequate social security check in many in-
stances. The labor is supplied by the Mainstream employees. They have
rerouted, rebuilt, refurbished these homes until they are a pride for
the people themselves. ;

This, within itself, is evidence of the benefits of the program, but
further than this, I have seen these men develop a pride within them:
selves and within their work, that is desperately needed among our
people. I am sure that it is also needed in other areas of our land, in
the areas of the urban areas that are locations of our underprivileged,
undereducated and in some cases undernourished.

To change or to alter this program at this time, I think would be a
gross misjustice and I urgently plead with this committee to exert any
and all effort to see that the program is not only carried forward but, if
possible, to expand it. ‘

Chairman Pererxs. How can we improve the Economic Opportunity
Act, make it more powerful and of greater service to the poor people?

Mr. Repwine. Well, Mr. Chairman, these people or we need more
of these people involved in the program. We need more facilities for
them. We need more slots, asthey call them. ‘

I was designated as a coach for these people. That was the positio
I held. In this position, I had this situation. ' ‘

Chairman Pererns. What is your present position ?

Mr. Repwine. At the present time, Mr. Chairman, I am not em-
ployed with these people. I am a labor investigator, or auditor and
mvestigator for the State Department of Labor of the State of Ken-
tucky. !

Chairman Perxins. Go ahead, proceed. !

Mr. Repwine. These presently—we need more slots as they are desig-
nated and we need more of these people involved in this thing. j

Also, I would suggest that in’the counseling of these people, that
they get a more concentrated counseling by their coach or counsel.
That is the one change that I would make in the program, because
they are, at the present time, inadequately coached in their personal
appearance, their personal abilities to make an application for a job,
to know how to conduct themselves in an interview for a job and how
to get and keep that job after they have secured it. That is the one
change that I would make.

Now, let me go a little farther into this opportunity program if I

may. :
In the Headstart area of the OEQ program, I have seen little chil-
dren that were afraid to come out from behind a house if a stranger
arrived on the scene, become self-assured, to learn to get along with
other students, other children, to learn to share in their toys, in their
play, and in their work. :

My wife was associated with what they now call a day care center
and at that time I was unemployed and I spent a good deal of time in
and around this day care center assisting my wife and the staff. T'saw
little children from the age of 4 or 3 and 4 before they went into the
Headstart program that actually would cling to somebody they knew
because they had not been associated with other people. They become
self-assured. They learn to use eating implements. They learn to read
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in some instances and some of them were a little more advanced than
others. .
But these are my people and I love them, but I can see their inade-
uacies and I can see the reasons behind their inadequacies and why
they are like they are. )

T will do anything at any time to see them upgraded and to learn to
help themselves and with your help, with the help of this committee
and the Congress of the United States, this can be a fact and they will
take their rightful place in the society of the United States.

Thank you, Mr. Chairman. ) i

That is all T have to say. If you have any questions I will be glad
to answer them.

Chairman Prrrins. Mr. Veysey ¢

Mzr. Veysey. Thank you, Mr. Chairman. .

Mr. Redwine, I am very interested in what you are telling us here
today, particularly since you are a representative of the State depart-
ment of labor in a position to observe these things in the field first-
hand.

Now the Mainstream program you described occurs to me as being
a very interesting one. Of course, we would all be interested in the
fact that it brought about improvement in the hospitals and the
library and courthouse or whatever else, but going beyond that I
thinik to me the significant thing you reported was that it provided an
opportunity for self-improvement for some of these people there to
acquire a skill, to improve themselves and to qualify to take, I suppose,
a good paying job afterward and to really become self-sustaining citi-
zens. That is the main impact?

Mr. Repwine. Yes; that is the impact of the program. This I have
seen. These men, after a certain time on this program, after they have
worked for a certain period of time in the program, many of them
I don’t have the numbers at my fingertips and had I known I would
be here I am sure I could have come up with them for you, but I have
seen these men move into jobs with contractors on the heavy equip-
ment, I have seen some of them form a construction company, not a
heavy equipment but building construction company of their own
and they are now doing contract work.

I have personal knowledge of some of these men moving into the
self-help thing and going into business for themselves and they go
out and do some work on weekends and on their own time, that for
people who are not eligible for the help under the program, and in
fact, I employed three of them to do some work on my own house.
They did a beautiful job.

This T have seen. I think.

Mr. Veysey. I think that is a fine indication of the success of the
program of that sort and the success of this program is, I think, a
tribute to Kentucky’s good representation here in Congress.

I wish we had that type of program in California.

Thank you.

Mr. Repwixe. I assure you, Mr. Veysey, it would be of help to us.

Chalrman Prrrins. Let me make this statement, that Mr. Redwine
was up here with the rural telephone delegation along with the two
other judges and I just thought I would utilize their experience while
they were visiting here,
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Mr. Repwine. For once, sir, we didn’t come after anything but we
came to say thank you. :

Thank you, Mr. Chairman.
Chairman Prrmins. The committee will recess until a quarter after
one. ;
(Whereupon, at 12:55 p.m. the committee recessed to reconvene at:
1:15 pam.) , |
. AFTER RECESS

. (The committee reconvened at 1:85 p.m., Hon. Carl D. Perkins
~ (chairman of the committee) presiding.) :
Chairman Perxins. The committee will come to order. !
Come around, Dr. Dawson. I understand that you and Mr. Solomon
Keene are prepared to leave soon. Identify yourself for the record,
Dr. Dawson, and proceed. ;

STATEMENT OF DR. A. RAY DAWSON, CHIEF OF GERIATRIC SERVICE
AND MENTAL HEALTH, STATE DEPARTMENT OF MENTAL
HEALTH AND HYGIENE, JAMES MADISON BUILDING, RICHMOND,
VA, ACCOMPANIED BY SOLOMON KEENE, NEWPORT NEWS, VA,

Dr. Dawson. Thank you, Mr. Chairman. I am A. Ray Dawson, M.D.
director of geriatric service and mental health of the State Depart-
ment of Mental Health and Hygiene, Richmond, Va. f

Chairman Perins. How long have you been serving in that capac-
ity, Doctor? |

Dr. Dawson. Some 5 years.

Chairman Perg1ns. Go ahead. :

Dr. Dawson. With your permission, I would like to read a prepared
statement relative to our findings and some basic philosophies that
we think have come about in relation to the rehabilitation of employ-
ment of the older age person before we go into the basic thing of the
Green Thumb. 1

Chairman Perkins. All right. }

Dr. Dawsox. We have for a number of years engaged in rehabilitat-
ing the general patient population of our hospitals and clinies. The
older age population, that 1s, over 60, for us, was placed in these on-
going programs. But T must point out that our major emphasis was
directed toward the normal wage earning population, that is, from
the late teens through the 1950, “

During the last 114 years, we have increased our emphasis in reha-
bilitating the older aged group. This came about as a result of two
facts: First, the excellent results we obtained with the older age group
and, second, the great benefits that the older person derived from
productive experiences.

In retrospect, certainly, our facts should have been reversed: The
need of the patient should have come first. ‘

I can only say, regretfully, that perhaps we have learned from
experience. j

Our findings are not unique. In parallel are all major reports that
I have read on the rehabilitation and the employability of the older
age group. The consistency of work of the older age group is better;
perhaps not as fast as our others, but they are the first to arrive when

60-336 0—71—pt. 2——5
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a shop opens or a detail starts its activity, and they are the last to
leave.

Their attitude toward a job being done is one of pride and coopera-
tive fellowship.

In our rehabilitation training facilities, we have regular production
workshops that simulate normal employment. The characteristics of
the products of this older age group is that they have less rejections,
and week after week their production record is better than average.

Noblesse oblige perhaps expresses best the pride that these people
have in their daily activities.

The older person can be and is a productive worker in a suitable
setting. Our experience leads us to recognize that the older person
tends to select a work environment away from the hustle and bustle
of pressure production.

We have had rehabilitated persons working in industrial sewing,
furniture manufacturing and the like, but they are exceptions. Most
of our rehabilitative clients in this age group select landscape, garden-
ing, farming, park services, playground maintenance, motel house-
keeping, motel maintenance, janitorial work and the like.

‘When one thinks about the jobs that these peovle select, it adds up
to a sensible choice. As we grow older, the insulation on our nerves be-
comes thinner or less effective. Therefore, noises and pressures become
irritating.

T am sure that we have heard many grandparents say, “We love our
grandchildren and we love to see them play, but after a couple of
hours the noise and activities cause us to fatigue.” )

I think another factor in job selection is the fact that these jobs
are of the lower pay group; therefore, subject to constant turnover
of workers, making placement easier to obtain.

Although income is of importance to the older person, it is usually
not so imperative as to the younger person. As important as the income
factor is to our older persons in a work sitnation—and to some it
is of major importance—as a physician, I believe that the restoration
and maintenance of spirit is a major accomplishment. Every report
that I have received from Green Thumb program and the Common-
wealth stresses the importance of this result. This is also true with
other production endeavors of these citizens.

I have seen many people shrivel up physically and emotionally
when they lose their sense of contributing to society and their loss of
their worthwhileness. These characteristics come at any age group, but
they are much more prominent in the older age group and are accom-
panied by what we have termed as a withdrawal syndrome where
the older person withdraws from society around him.

In a work situation, the restoration of the sense of contributing to
society and the sense of worthwhileness are, perhaps, best portrayed
by the use of earned money above their day-to-day needs.

These are the things that their money go for: an Easter dress for a
grandaughter, a baseball glove for a grandson, a piece of furniture
for the daughter, and a fishing rod for the son.

These are symbols of the desire for closeness in family ties and ex-
pressions of not forgetting and the hopes of not being forgotten.

By and large, these people that we are talking about are an unselfish
generation and, actually, the very foundation blocks on which our
abundant society has been built.
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I am convinced personally that the dividends that have come from
the investment of our tax dollars in the Commonwealth of Virginia
in relation to the Green Thumb program has been a great factor in
the building of our society.

Thank you, sir. ‘

Chairman Prrxins. Let me say, Doctor, that I wholeheartedly am
in accord with your viewpoint concerning the Green Thumb program.
Tt has worked out well everywhere we have had it.

The only problem is that we have just not had enough people,
elderly people, participating in the Green Thumb Project. That has
been our chief objection. Everywhere we have had any one of those
programs, the people speak of 1t highly and the results have been very

ood. ‘
. Dr. Dawsox. The 180-some that have gone through the Common-
wealth of Virginia’s program in the last year have been richly
benefited.

Chairman Pergins. How many more slots could you have efficiently
utilized for this type of program within the poverty category? = -

Dr. Dawson. I am not familiar with those details, but I under-
stand that there are some 20 applications now of this type before
the board in Virginia that they did not have funds to finance. |

Now, I think that my friend, Solomon Keene, who is one of the
Green Thumb workers in Virginia, can give you in much better detail
than I his experience.

Chairman Perxins. Go ahead, Mr. Keene. i

Mr. Keexe. My name is Solomon Keene. I was born and reared on
a farm in North Carolina. Presently, I am living in the city of Newport
News. I work on a Green Thumb Project in the city of Newport News.

Chairman Perkixs. Tell us what you do and how many are em-
ployed on that particular project. f

Mr. Keene. We do various jobs. We beautify parks and recreation
centers. We beautify highways and school grounds. We set up shrub-
bery and so forth, keep the parks clean and neat. ‘

Now, on my particular work site in the city of Newport News 3
years or 4 years ago, when the Green Thumb first started, the place
looked like a wilderness, but today it is a beautiful site. People come
there by the thousands just to view it. ‘

As you drive in you see the beautiful grass that is growing green.
We keep the grass cut. We keep the flowers in the dry season. We keep
thedh?idges trimmed, and we also do a lot of landscaping where it is
needed. :

So I think that we are doing a wonderful work.

Just to show you what I think of this program and what we are
asking is this: It says 20 million persons in America today are 65 years
old and older. A great many of them live on incomes that are too low
to keep body and soul together. They find themselves in situations
where job prospects are rare. Most are unable to find work. They feel
useless and rejected, abandoned and forgotten. |

Under these conditions, their health declines; their bills pile up,
and the situation worsens.

Green Thumb provides employment for older retired people with
rural backgrounds.

It helps them not with a handout but with an opportunity rathe
to work their way out of poverty. j
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So we are simply saying, Mr. Chairman, that the Green Thumb
worker doesn’t have his hand out for a handout. He doesnft have his
hand out for welfare or a charitable gift. He is only asking for an
opportunity of a job where he may be able to work his way out of
poverty.

That is what we want to do and that is why we are before you
today, to ask you to help us to give them the opportunity and to
furnish them ajob. ] )

I am presently working, and I hope I can continue, with the Green
Thumb. It has really helped me.

So, as I stated before, when I quit working—I am 70 years old; I
retired when I was 65—it was kind of hard. I couldn’t get a job. Bills
were piling up. My mind went depressed, but Green Thumb came
along and gave me a job and now things are going very well. So 1
hope it can continue that way.

I thank you. )
Chairman Prriixs. That is a good statement. Let me thank both of

you for an excellent statement here today. You are very helpful to
the committee.

Come around George Gustafson, education consultant of the De-
partment of Finance of the State of California, Sacramento.

STATEMENT OF GEORGE GUSTAFSON, EDUCATION CONSULTANT,
DEPARTMENT OF FINANCE, STATE OF CALIFORNIA

Mr. Gusrarsox. I am George Gustafson, education consultant, De-
partment of Finance, State of California.

T have another responsibility in that I was Governor Reagan’s ap-
pointee or nominee to serve on the educational voucher committee on
Alum Rock. So I served not only as educational consultant, but as one
of the ex officio directors of the Alum Rock project.

I think the issue I would speak to first of all is that we in California
have had a long tradition of educational experimentation, as have
other States, and one of the ideas that has come to the forefront re-
cently has been the idea of vouchers.

I think in the past 2 or 8 years the Governor of our State, as well
as the new superintendent of Public Construction, have talked at
length of vouchers and have certainly talked now increasingly about
the feasibility and acceptability of the notion of a limited trial con-
trol basis moving toward some experimentation in a new area of edu-
cation, educational vouchers. .

I think the experience we have had in Alum Rock has supported
two or three notions which I think are of merit to this committee.

The first one is that in the public school system today we have kind
of had the notion that the public school systems are open. Yes, in fact,
they are open, in part; but I think that they can be even more open
and more responsive to the kind of action and interaction of our
communities.

_ One of the toughest things we have to do in an accountability system
is to try not to have an account for what we do but to have some input
of what we are doing in the nature of education.

One of the most difficult things in the Alum Rock experience was
to try to involve those parents in Mexican-American community, who,
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f
- even with all of the traditional kinds of school outlines of programs

|

of communication, tended not to be very much involved until we had
a concentrated effort to really bring that segment of the community
in the project, and now they have been increasingly involved in what
is transpiring in terms of the feasibility portion of the study. ‘

The second thing I think that is interesting, which relates more to

' my own personal experience as an educator and consultant, is that

there has been a lot of talk recently about being able to decentralize
the school system.

One of the things that has impressed me the most is the discussion
of decentralization seems to focus on the notion that the schools should
be individually different and accountable and responsive to the public.

I think many of the discussions we have had about vouchers lead
us to talk more about competition in terms of the competition between
public and private schools. ;

I think probably one of the most exciting notions to me as a pro-
fessional educator is the fact that what we may really do is to begin
to break up the traditional school system and make that public school
system more responsive and more competitive so that individual
schools, even though they be neighbors in a community, can compete
for different types of educational programs and offer different kinds of
educational opportunities. S

Too frequently we have schools trying new notions and have those
notions shut off because of a small group of parents who don’t par-
ticularly like this type of educational offering, and they just feel that
they cannot go to the school next door. They have to stay in their
own school.

We think there should be open freedom of choice for these parents
to get involved and for those schools to be responsive directly to the
students’ needs. i

I think that too frequently we tend to feel that educational innova-
tion is something that someone else should try, and when it is per-
fected we will all do it. And we feel that the notion of vouchers
certainly has enough merit in it so it should be tried, and we hope it will
be tried in California.

Chairman Prrxins. Thank you very much for a most helpful
statement.

Our next witness is Dr. William Jefferds, superintendent of the
Alum Rock Union Elementary School District of San Jose, Calif.

STATEMENT OF WILLIAM JEFFERDS, SUPERINTENDENT, ALUM
ROCK UNION ELEMENTARY SCHOOL DISTRICT, SAN JOSE,
CALIF. ‘

Mr. Jerrerps. Mr. Chairman, I have prepared a statement I would
like to read. I will delete some of the things that have been covered
earlier this morning. ‘

The Alum Rock Union School District has been conducting a fea-
sibility study of the voucher system for the past 2 months under a
grant from the Office of Economic Opportunity. .

The board of trustees and members of the staff were involved in sev-
eral meetings last summer to review the concepts underlying the
voucher program, as outlined by the Center for the Study of Public
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Policy. A copy of this study-has been made available to you along with
a copy of the district’s application for the feasibility study.

Briefly, the board and administration of the district are interested
in determining whether : )

1. Parents want the opportunity to choose the school for their child;

9. There would be greater involvement or commitment to the se-
lected schools by the parents and students;

3. Parents of economically disadvantaged areas would choose schools
in an economically advantaged area or vice versa;

4. Schools would develop a more individualized program to serve
their clientele in this new system ;

5. Surrounding districts would be willing to participate in the
proposed system ;

6. Private schools would be willing to participate in the program
with the regulations that would be imposed on their admissions sys- |
tem; and

7. The attitudes of the parents, teachers, and community could
generally support the field test.

The details of the regulated model are available in the publications
given to the committee. These have been reviewed earlier this morn-
ing, so I will not review them again. But the five limitations on the
admissions policies are rather critical because this makes it a regu-
lated system and one which we would support. The other models of
the unregulated system we would not support.

Additional criteria may be established by the local education schol-
arship authority. The ESA would be the authority that administers
the scholarship program or voucher program. One of the tasks yet
to be accomplished in our feasibility study is determing those proce-
dures and determining what the role of the educational voucher
authority would be in our school district.

This is going to require extensive research and testing and in the
case of California some enabling legislation. At present, several bills
have been introduced in the California Legislature to allow an experi-
mental voucher system.

The present findings indicate much confusion on the voucher con-
cept with many people reacting to the dangers of an unregulated
model and not analyzing the regulated model proposed by the Center
for Public Policy. There needs to be more research and development
of a specific model and a greater effort made on community education,
so that an objective field test can be conducted. The present feasibility
study shows that after an intensive education project there is more
acceptance of the regulated voucher model.

You heard earlier some of the initial results coming out of our com-
munity in the educational area.

T personally have concerns over the violent reactions many people
have to testing the concept. Effective school programs are based on
sound research practices and not on unproven assumptions or emo-
tional reactions.

There are many unanswered questions, many of which we hope to
answer during the extended feasibility study, and many of which will
remain unanswered until the field test is completed. The larger ques-
tion is, are we willing to seek ways of improving our educational
system? Are we able to test these ideas in a climate that invites ob-
jective evaluation of the proposed system and the present system?
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Thank you.

Chairman Perkins. Mr. Hawkins? ‘

Mr. Hawgins. Dr. Jefferds, first could I ask you this: Does the
experiment indicate that parents in the better neighborhoods would
select the schools in the disadvantaged areas to send their children to?

Mr. JerrErDs. I believe some of them would. We had some exem-
plary schools developed in our title I areas. In fact, to the concern of
some parents in the advantaged community, economically advantaged.
So I think it depends upon the school program.

I think parents would like to take a look at individual schools not
wh(:,ire they lived and see if that program and school best met their
needs.

Mr. Hawxkixs. Are you saying that this is true under the voucher
system ? ‘

You referred back to title I schools. Now, I am confining it strictly
to a system in which the parents have the freedom to choose a school
in a disadvantaged area or a school, let us say, in a highly advantaged
area. Which one do you think they would choose? 1

Mr. Jerrerps. I think if there was an adequate parent education
program, they would choose the program and the school that met
their best individual needs. The school may be in the advantaged or
disadvantaged community. If a school was truly operating on an in-
dependent program with adequate financing and was able to develop a
unique program or a program that they felt was excellent for that
area, then I think the parents would choose that school and not where
it is located.

Mr. Hawkins. Begging the question a little bit, isn’t it true that
the better schools are not in the disadvantaged areas? :

Mr. Jerrerps. Noj T would disagree with that in our own particu-
lar school district.

Mr. Hawxkins. You are maybe talking of the district with which
I am not familiar, but generally speaking, I don’t think anyone could
draw the conclusion that the better schools are in the disadvantaged
areas. :

Mr. Jerrerps. From my reading, generally that is a correct state-
ment.

Mr. Hawkins. Now, assuming that is a factual situation, how do
we encourage the type of—I wanted to use the word “mixture”; I
don’t know whether that conveys the idea, and it probably isn’t a
good description. But how do we encourage that type of integration
which is both racially sound as well as sound from the question of
economic status so that under a voucher system we can achieve that?
Do you believe there is some conflict or that it is possible under the
voucher system to improve that possibility ?

Mr. Jerrerps. It is possible in a regulated system; yes, sir. Under
an unregulated system, no. But the one we are proposing to deal with
and the one the center has outlined is a regulated system which would
require a balancing of schools.

Mr. Hawxkins. By “regulated system,” do you mean strict criteria
that is used on admissions ?

Mr. JerrerDs. On admissions ; yes, sir. |

Mr. Hawxins. Has there been any indication that the voucher sys-
tem in any way improves the educational achievement of those who
have selected a particular school ¢ ‘



834

Mr. Jerrerps. We have no data to support that at the present time.
I would hope the field test would do that. We have no data to support
it wouldn’t happen. That is my hope, that most educational programs
are based on sound research, and now we have just assumptions on
what may or may not happen.

Mr. Hawxkins, How long will this experiment go on ?

Mr. Jerrerps. The field test is planned for 5 years. Our legislation
in California allows a range from 5 to 7 years.

Mr. Hawkins. Are you saying we will not really know the success
of the system until that time ?

Mr. Jerrerps. I think you would have benchmarks every year on a
reporting basis, but as we know with title I programs, we find more
out the second and third years on the status of the development.

Mr. Hawxkins. As compared with title I programs, how do you rate
the voucher system, at least up to this point ?

Mr. Jerrerps. We have been very pleased with our title I programs
in our district. I think they have given opportunity for schools to do
some innovative tasks, although it is only confined to our disadvan-
taged school system in the district.

Mr. Hawxins. If given a choice between the voucher system and a
title I program, which one would you select ?

Mr. Jerrerps. I think our title I schools—I would like to answer
that first—if we didn’t have the voucher experiment at all, are quite
interested in doing an internal voucher system under title I program-
ing. So I think it isneither of the choice.

There is a concept for funding under title I for economically dis-
advantaged, and I think the concept of the voucher would broaden
the program and would allow us to work with all of our children.

Mr. Hawxkins, Isn’t it true under a voucher system that parents
may select a nontitle I school to send their children to?

Mr. JerrerDs. That is correct.

Mr. Hawxins. Would you think that that would be defective in that
a program which is designed for that disadvantaged child would not
be available at this particular school to which the parents may send
their children ?

Mr. Jerrerps. Under the voucher system there is a fund of money
available to follow that disadvantaged child wherever he goes.

Mr. Hawxkins. Then you are assuming that we would continue both
systems ?

Mr. JEFFERDS. Yes.

Mr. Hawxkins. Thank you.

Chairman Perxins. Thank you very much.

Go ahead, Mr. Mazzoli.

Mr. Mazzorr. I don’t have any questions. I came in quite late. But
briefly, was Alum Rock an existing school and is it now being con-
verted 100 percent to the voucher plan?

Mr. Jerrerps. It is an existing school district. We are now just
studying the voucher system to determine whether we want to con-
tinue on the field test. Yes; some 16,000 students are presently in-
volved. The ethnic breakdown by percentage involves 45 percent
Anglo, 10 percent black, 45 percent Chicano or Spanish surname.

Mr. Mazzow1. Is it your intention if you continue further to have
a school in which all of the students are 100 percent voucher-type
students ora mix ? ’
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Mr. JerrErDS. At the present time we are looking at the total dis-
trict being involved in the voucher system.

Mr. Mazzor1. The entire district ?

Mr. Jerrerps. The entire district.

Chairman Pergixs. Thank you very much.

(The following material was submitted for the record :)

‘ TESTIMONY PRESENTED BY ALUM RocK UNION ELEMENTARY SCHOOL DISTRICT

The Alum Rock Union School District has been conducting a feasibility study!
of the “Voucher System” for the past two months under a grant from the oﬁice‘
of Economic Opportunity.

The Board of Trustees and members of the staff were involved in severa]
meetings last summer to review the concepts underlying the “Voucher Program,”
as outlined for the Center for the Study of Public Policy. A copy of this study has
been made available to you along with a copy of the district’s application :Eor
the feasibility study.

Bneﬂy, the Board and administration of the district are interested in deter:
mining whether—

(1) parents want the opportunity to choose the school for their child; :

(2) there would be greater involvement or commitment to the selected schools
by the parents and students ;

(3) parents of eCOnomlcally dlsadvantaged areas would choose schools in an
economically advantaged area or vice versa ;

(4) schools would develop a more 1nd1v1dua11zed program to serve their chen-
tele in this new system ;

(5) surrounding districts would be willing to participate in the proposed
system ;

(6) private schools would be willing to participate in the program with the
regulations that would be imposed on their admissions system ;

(7) the attitudes of the parents, teachers, and community could generally sup
port the field test.

The details of the regulated model are available in the publications given to
the committee. I would like to review the five criteria presently established
by OEO for schools who wish to participate. To be eligible for voucher funds, a
school would have to comply with the following:

(1) no school may discriminate against pupils or teachers on account of race
or economic status, and all schools must demonstrate that the proportion of
minority pupils is as large as the proportion of minority applicants.

(2) schools must be open to all applicants. Where a school has more apph-
cants than it has available space, it must admit applicants on a fair and im-
partial basis. Some schools may want to give preference to siblings, to children
from a particular neighborhood, to children of a particular religious faith, etec.
So long as the criteria does not discriminate on account of race, this could be
allowed. It is preferable that most children are admitted without distinetion,
through random selection.

(3) the school must accept the certificate of scholarships as payment in full
for all education services at the school. No school may require parents to make
additional payments out-of-pocket.

(4) no school may use scholarship money to support religious mstructlon
Parochial schools may be allowed to participate, providing that they keep
separate and adequate accounts for religious activities. They must also comply
with all other rules, including the requirement of open enrollment.

(5) all schools must make information available to parents concerning the
school’s basic philosophy on education, the number of teachers, teacher qualifica-
tions, facilities, financial position, and pupil progress. In short the schools must
prowde sufficient information to enable parents to make a wise decision when
they select a school.

Additional criteria may be established by the local Education Scholarshlp
Authority (ESA). The ESA would be the authority that administers the scholar-
ship program. One of the tasks yet to be accomplished in our feasibility study
is to develop the procedures for ESA. This is going to require extensive research
and testing and in the case of California some enabling legislation. At present,
several bills have been introduced in the California Legislature to allow an.
experimental ‘“Voucher System.”
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The present findings indicate much confusion on the Voucher concept with
many people reacting to the dangers of an unregulated model and not analyzing
the regulated model proposed by the Center for Public Policy. There needs to be
more research and development of a specific model and a greater effort made on
community education, so that an objective field test can be conducted. The present
feasibility study shows that after an intensive education project there is more
acceptance of the regulated voucher model.

I have concerns over the violent reactions many people have to testing the
concept. Bffective school programs are based on sound research practices and
not on unproven assumption or emotional reactions.

There are many unanswered questions, many of which we hope to answer dur-
ing the extended feasibility study, and many of which will remain unanswered
until the field test is completed. The larger question is, are we willing to seek
ways of improving our educational system? Are we able to test these ideas
in a climate that invites objective evaluation of the proposed system and the
present system?

ArLuM Rock UNION ScHOOL DISTRICT, SAN JoSE, CALIF., PRELIMINARY PLAN FOR
ACCOUNTING PROCEDURES, EDUCATIONAL VOUCHER SYSTEM

MaArcH 12, 1971.

To the Members of the Bducation Voucher Committee, Alum Rock Union School
District, San Jose, Calif.

GENTLEMEN ;: We submit herewith a preliminary plan for accounting proce-
dures for implementation with regards to the Educational Voucher System under
current study by your committee.

The outline of our plan is as follows:

Accounting and internal control requirements of an educational voucher
agency and participating schools.

A plan for providing the necessary accounting services and internal control
procedures for participating schools.

Accounting for religious instruection.

A plan for accounting and internal control procedures for an educational
voucher agency.

Allocation of district costs to participating public schools.

Other considerations.

Exhibit ‘“A”—Dijagram and summary of recommended accounting proce-
dures for vouchers.

Exhibit “B”—Diagram and summary of recommended accounting proce-
dures for cash.

Our preliminary plan considers some alternatives, but not all alternative
methods for accounting procedures under an Educational Voucher System. We
attempted to consider procedures that would get the job done in the most efficient
manner at the least cost. Our suggestions, recommendations, and conclusions
were made within this framework.

Yours very truly,
CHAs. H. PETERSEN & Co.,
Certified Public Accountants.

PRELIMINARY PLAN FOR ACCOUNTING PROCEDURES, EDUCATIONAL VOUCHER
SYSTEM

ACCOUNTING AND INTERNAL CONTROL REQUIREMENTS OF AN EDUCATIONAL VOUCHER
AGENCY AND PARTICIPATING SCHOOLS

In implementing the educational model recommended by the Center for the
Study of Public Policy in its preliminary report, Education Voucher, March
1970, a system to account for and control income and expenditures may be out-
lined as follows :

(1) The Educational Voucher Agency (EVA) must maintain records to account
for:
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(a) Vouchers: Issued to parents; redeemed by schools.

(b) Income: Allocations from the district; allocations from the OEO.

(¢) Expenditures: For redemption of vouchers; for administrative costs of
the EVA ; for support functions, such as school information collecting, parent
information dispensing, review and evaluation, start-up costs for new schools,
and transportation costs. i

(2) The EVA must establish internal operating procedures to :

(a) Ensure issuance of vouchers only to parents of qualified students, and!
ensure that compensatory vouchers are issued only to those parents who qualify
for such.

(b) Control redemption of vouchers—ensure that all vouchers redeemed agree!
with those issued. '

(¢) Control cash receipts and disbursements: Budgetary procedures; separate:
duties of personnel to the extent feasible; maintain an authorized depository:
with designated signatories; system of authorizing purchases and expenditures.|

(8) Each school must maintain records to account for: !

(a) Vouchers: Received by parents.

(b) Income: Allocations from the EVA; gifts and other grants. i

(¢) Expenditures: Classified by nature of expenditure, such as salaries, and
if desired by some other classification, such as by program designation.

(d) Cost of religious instruction, if any.

(4) Each school must establish internal operating procedures to: i

(a) Control cash receipts and disbursements: Budgetary procedures; separate
duties of personnel to the extent feasible ; maintain an authorized depository with
designated signatories; system of authorizing purchases and expenditures.

The EVA should prepare an accounting manual setting forth standard ac-
counting practices for its agency and participating schools to follow.

A PLAN FOR PROVIDING THE NECESSARY ACCOUNTING SERVICES AND INTERNAL CONTROL
PROCEDURES FOR PARTICIPATING SCHOOLS i
We understand that one of the OEO requirements for schools to receive funds
is that they provide parents with all information regarding their operations, in-
cluding information regarding their financial condition. Because of this require-
ment, it is necessary that all schools maintain accounting records in a manner
that will provide the necessary information to prepare periodic financial
statements. !
There are three alternatives on who can do the accounting for the schools: |
(1) The schools themselves; w
(2) The District;
(3) The EVA. i
For the reasons explained in the following paragraphs, we recommend that
the District provide the necessary accounting services to all the public school“s,
and offer the participating private and parochial schools bookkeeping services
if they desire such. ‘
None of the public schools now have accounting capabilities. To establish
and maintain such capabilities and the related internal controls and procedures
would be expensive and to a large degree duplicate the District’s accounting
effort. !
Some of the more significant expenses that would be incurred are: salary
and payroll costs for a bookkeeper at each school, overhead of supervision, and
additional audit costs. We estimate the annual cost would run about $8,000
per school. .
Duplication of the District’s accounting effort would arise in that the District
will continue to maintain accounting capabilities under the Voucher Plan to
meet its own internal management needs and external reporting requiremets.
These needs and requirements will be similar to those of the public schools
primarily in that both will require the processing and tabulating of the same
source documents, i.e. budget actions, purchase orders, check vouchers, payroll
journals, journal vouchers, etc. They will differ primarily in the external
reports required, and consequently in the manner in which information: is
classified.
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The District’s statutory reporting requirements are to present income and
expenditures and related budget information by source of income and by na-
ture of expenditure, such as salaries, books, etec., for the Distriect as a whole,
without regard to which particular schools earned the income and incurred
the expenditures. As of July 1, 1970, the District chose to classify its data by
educational program designation in addition to the source and nature of the
data. Under the Voucher Plan each school will be required to report its own
income and expenditures. It is also feasible for the District to compile these
reports for the public schools by classifying its information a third way—by
individual public school.

Does the District presently have the accounting capabilities to accumulate
information by individual school? It has a purchasing and accounting depart-
ment with experienced personnel. It has, generally, sound operating procedures
and internal controls. The capabilities of its accounting equipment are, how-
ever, limited. Present problems of keeping records current are attributed to the
bookkeeping machine. For this reason, the District is currently considering buy-
ing computer time from an outside service to tabulate its accounting data. With
computer capability, the compilation of reports in various presentations from
the same source documents would be no problem.

Existing private and parochial schools have accounting capabilities of vary-
ing degrees. Integration of their accounting information with that of the Dis-
trict would not be possible because the information would be incompatible. Proc-
essing of their information by the District, however, would be feasible. These
schools, in effect, would buy bookkeeping services from the District. This serv-
ice by the District would probably be particularly attractive to the smaller
schools and any new private schools that may be established.

The third alternative is for the EVA to provide the necessary accounting serv-
ices for all the schools, or at least all those with no existing accounting capabil-
ities. If this agency were to assume this responsibility, it would have to create
the following accounting capabilities: competent personnel, a system of generat-
ing ‘and handling source documents, a system of internal control, and equipment
to do the job. This approach appears to us to increase the overall cost of educa-
tion to the public with no resulting benefits. The additional costs would be ad-
ministrative—overlapping personnel and equipment costs, liaison, ete.

Accounting for religious instruction

Under the Voucher Plan participating parochial schools would be required to
report the cost of religious instruction separately. This requirement is based
on the premise that public funds should not support any religious education
to comply with the intentions of the First Amendment of the U.S. Constitution.

Under the Voucher Plan the cost of religious education could be determined
and accounted for in a variety of ways depending on the manner in which re-
ligious instruction is integrated with secular instruction at each parochial school.
For example, if religious instruction is conducted only by designated teachers,
their salaries and payroll costs could be charged to accounts designated for re-
ligious training. If religious instruction were conducted by the same teachers
conducting secular instruction, their salaries could be pro-rated on some equitable
basis. For example, if teachers taught five subjects per day and one subject was
religion, 20% of their salaries would be chargeable to religious instruction. Costs
of maintaining facilities, utilities, ete., could be pro-rated in a similar manner.

If fair and reasonable criteria are established to determine the costs of religious
instruction, there will be little difficulty in accounting for this cost.

A PLAN FOR ACCOUNTING AND INTERNAL CONTROL PROCEDURES FOR AN EDUCATIONAL
VOUCHER AGENCY

The EVA will be required to establish accounting and internal control proce-
dures for the issuance and redemption of vouchers, for the receipt and disburse-
ment of cash, and to account for its administrative activities.
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Vouchers

Accounting for and controlling the issuance and redemption of vouchers wi!l;
probably be the more difficult and time consuming task. There will be approxi-:
mately 17,000 vouchers the EVA will have to account for and control. A list of:
parents with school children in the voucher area will have to be developed. The:
listing will have to designate children eligible for compensatory vouchers. Cur-!
rent enrollments in participating schools would be the logical starting point for:
such a list. Facilities will be needed for unlisted parents to obtain vouchers. From:
a control standpoint, the most desirable procedure for issuing vouchers would
be to require parents to pick up their voucher(s) at the offices of the EVA. This
- procedure would enable the EVA to make additional verifications of eligibility
for regular and compensatory vouchers by questioning applicants, and would
ensure that the proper vouchers were given to the parents for whom they were
intended. In addition receipts could be readily obtained from parents by requir-
ing them to sign for the vouchers they receive. From a practical standpoint, the
EVA may have to mail vouchers to parents. If this is determined to be the only
practical method of distributing vouchers, the emphasis of control would shift
to verifying vouchers that have been redeemed, i.e., following up questionable
vouchers by mailings and/or personal calls. In either case, a matching of vouchers
redeemed with copies or listings of those issued would be a necessary procedure
to control their use. '

Cash |

"Phe BVA will be entitled to receive funds from the District and the OEO.
Transfer of local and State cash receipts from the District to the EVA would
not be feasible, and in our opinion impractical. Likewise, we believe the transfer
of Federal cash from the OEO directly to the EVA, bypassing the Distriet, would
be undesirable. Our reasons are stated below. i

The Distriet is governed by the Education Code in controlling and accountiq‘g
for its cash. Transfers of District cash to the EVA would not relieve the District
of its statutory responsibilities, or its public responsibilities, yet it would dilute
the District’s authority to carry out these responsibilities by its loss of some
measure of control over its funds. Even if the District could obtain a waiver of
certain statutory requirements and possibly indemnification from the OEO, trans-
ferring cash to the EVA would not be practical. The EVA would have to estab-
lish accounting and internal control capabilities and procedures similar to those
that now exist in the District. The EVA would, for all practical purposes, sup-
plant the need of many of the accounting functions of the District unless both
the District and EVA chose to operate concurrent systems. This would be duplica-
tion of effort with its attendant costs. As suggested earlier, it is desirable that
the District provide the necessary accounting services for the schools, particu-
larly the public schools. If all the eash and other controls and accounting were
assumed by the EVA, we believe that it would be more advantages for this agency
to provide the accounting services for the schools.

Deposit of OEO funds with the District would subject these funds to the
existing control procedures established for the District. Deposit of these funds
directly with the EVA would require the establishment of proper accounting
and internal control precedures within this agency. :

If all receipts were handled by the District, how would the schools and the
BVA receive credit for the income that they are entitled to receive? In the case
of the public schools and the EVA, we suggest that the EVA issue letters to the
Distriet authorizing income credits on the books of the public schools and the
EVA. The letter values for each school and the EVA would be supported by the
value of the vouchers that have been redeemed. In the case of private and
parochial schools, we suggest that the EVA issue letters authorizing the District
to transfer cash to the credit of these schools. After accomplishing the income
credits and transfers, the District would certify to this fact to the EVA. The
EVA’s records to support income received and transferred to the appropriate
schools would consist of the letters of authorization, letters of certification from
the District, and the underlying vouchers. ‘
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Accounting for administrative aotivities

Because the EVA must have funds to meet its administrative operating
expenses, such as salaries, rent, supplies, etc., the portion of OEO funds allocated
for this purpose must be transferred from the District to the EVA. The accounting
system and internal controls required for the EVA to handle these transactions
would be relatively simple. Consequently, in this report we will not state the
detail procedures required to set up and operate such a system.

Allocation of District costs to participating public schools :

Since each school will be required to report the results of its operations, all
expenses incurred by each school, including the share of District administrative
costs for public schools, must be reported and accounted for. All direct costs of
the schools, such as teachers’ salaries, supplies, ete., can be readily identified and
charged to the accounts of the schoo's on journals, purchase orders, invoices,
ete. The indirect costs of maintaining District offices for the benefit of the
participating public schools cannot be readily identified with a particular school
or schools. All the public schools will benefit in varying degrees from the services
offered by the District. Therefore, it would be logical for each public school to
absorb District administrative costs in proportion to the benefits received by each.

One method for allocating the costs of the Superintendent’s office, the personnel,
accounting and attendance departments to each school would be on the basis of
the average daily attendance in each public school. Costs of other services, such
as grounds and building supervision, mimeograph and photo copy facilities, etc.,
could be pro-rated in the same manner. Other District services, such as counseling,
could be pro-rated on a time basis, i.e. the number of hours each school uses
such services. We believe the majority of the costs of operating the District
offices could be pro-rated to each public school on an equitable basis by using
the ratio that the average daily attendance of each public school bears to the
average daily attendance of all public schools.

Other considerations

Each school should prepare an annual budget to assist in planning its activities.
For public schools, it will be necessary that the budgeting activity be co-ordinated
with the District. Unless statutory requirements are changed, the Distriet must
prepare an annual budget for publication. It is apparent that the budgets for
each public school must be compatible with the overall budget of the District.

The District currently receives approximately $700,000 for compensatory
education under Title I of the Elementary and Secondary Education Act. In the
past, only schools with a certain concentration (about 25%) of disadvantaged
children were eligible for such funds. If under the Voucher Plan, the parents
of disadvantaged children chose to send their children to different schools and
cause the concentration of such children in any school to fall below the Title I
guidelines, the District would have to obtain a waiver of the guidelines to continue
receiving these funds. An obvious solution to ensure that Title I funds only
benefit disadvantaged children is to increase the value of their vouchers by the
amount of Title I appropriations to the District. The same considerations apply
to funds received under Title III of the same Act, althoagh the grants are
significantly less.

The District currently receives approximately $600,000 from the State to
conduet special programs for the physically and mentally handicapped. We
assume these programs will not be disturbed by the implementation of the
Voucher System. If changes are being considered, the applicable State require-
ments to receive funds for these programs should be reviewed.
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EXHIBIT "AY
DIAGRAM AND SUMMARY OF RECOMMENDED ACCOUNTING
PROCEDURES FOR VOUCHERS
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‘1) EVA maintains a record or vouchers issued, including
the value thereof.

(2) Schools maintain a record of vouchers presented for
enrollment, including the value thereof.

'3) EVA matches vouchers redeemed with the record or
copies of vouchers issued to control their use.
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EXHIBIT 'B"
DIAGRAM AND SUMMARY OF RECOMMENDED ACCOUNTING
PROCEDURES FOR CASH
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District deposits cash received with County Treasurer,
District credits the accounts of public schools upon
receipt of letters of authorization from the EVA.

District disburses cash to EVA only for the amount
allocated to the EVA for its administrative costs.
_Letter of authorization from the EVA is the District's
authority to make disbursement.

District disburses cash to the private and parochial
schools upon receipt of letters of authorization
from the EVA,

District disburses cash to suppliers and teachers in
payment of goods delivered and services rendered to
public schools. Purchase requisitions and payroll
listings, approved by school principals, are
District's authority to make disbursements.
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AN OVERVIEW, RATIONALE FOR SELECTION, TASKS AND BYLAWS FOR AN EDUCATION
VOUCHER COMMITTED

(A Feasibility Study of the Voucher System for the Alum Rock Union Elementafy
School District, San Jose, Calif.)

THE EDUCATION VOUCHER COMMITTEE
An overview

An education voucher program represents a significant departure from tradl-
tional means of financing and managing public elementary education. Such a pro-
gram will alter financial and organizational structures in pubhc education that
have existed since the beginning of the twentieth century. It is essential, there-
fore, in considering such a change, that the planning and policy-making body to be
created be broadly representative of the racial, ethnie, social, economie, occu-
pational, and political segments of the affected community. Without meaningful
and widespread community involvement, it is unlikely that a voucher program
would be successful, and furthermore, it would fail to provide a demonstvatwn
and test of the program’s underlying theoretical principles.

It appears, then, that two qualities should characterize the planmng and
policy-making group—the Education Voucher Committee: It should be visionary
and it should be representative. A committee with vision will recognize the
significance of the proposed test and will demand that the operational program }re-
flect, as closely as possible, an “ideal” that could serve as-a model for implementa-
tion in districts throughout the country. A committee that is representative, in a
heterogeneous district, will demonstrate the nature and degree of conflict that
can develop in the process of determining the objectives and economlc and
educational specifications of a voucher program.

Individuals should be chosen for the Educational Voucher Comnutbee who
possess insight into the philosophical, economie, social, and political issues that
are inherent in the proposed program for financing and managing public educa-
tion. Committee members should have the capacity to consider the total com-
munity effects of the voucher project. In addition to a view of the whole
community, members should understand and be able to represent the interests of
their constituencies. Finally, committee members should be Wlllmg to devote long
hours to planning the program and resolving conflicts that arise.

Rationale for the selection of the education voucher committee (EVC)

The rationale for the selection of members of the EVC which will advise: the
Local Education Agency in the pre-planning (two months) and planning (séven
months) stages of the project must reflect the primary goals of the entire
Demonstration Voucher Project, i.e. “to improve the education of children,
particulary disadvantaged children and to give parents, and particulary
disadlvantaged parents, more control over the kind of education their children
get ”

Although the people who comprise the initial EVC during the two-month
term of the feasibility study may not be the same people who eventually sut on
the Education Voucher Authority (EVA) during the years of the demonstration,
they should be as widely representative of the many segments of ‘the entire com-
munity as the legislation which will establish the group allows. (The total number
of members and their representative make-up may be specifically stipulated.)

Although it may be assumed that legislation will probably limit the Education
Voucher Authority (BVA), which will function during the demonstration period,
to 9 or 10 members, the early EVC need not be restricted in membership.. The
purposes of the pre-planning and planning stages will be better served by having
a broad representation which can then be reduced to the required and less
un-wieldly number. The following categories of representation are suggested.
If all the segments are involved, the EVC would have 24 participating members
and 21 voting members for the pre-planning and planning stages. When the project

1 Bducation Vouchers: A Preliminary Report on Financing Education by Payments io
Parents, Center for the Study of Publie Policy, Cambridge, Mass., 1970.

60-336 O—71—pt. 2——6
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moves to the demonstration stage, the number of voting members would be

reduced to 9 (one from each category).
The following categories and initial numbers for EVC and EVA are suggested :

9 CATEGORIES FOR EVC AND EVA

Number of Total voting

Category participants members
L MNOTIIES — o e e oo oo ceeme e mm e e ee e memcmmeeeceeemeeemememmeamasseameceoez= 2

La Confederacion de las Raza. - oo - 1

NAACP. e

AFT . e e e emceeec e eemsemememaoesaescesommeees

Private SChODIS. - - o - - oo e ee e aecamem—emmsemmeaomane-
. School board (Alum Rock). .- oo oo
. Educational Administration . _ oo

Alum Rock_ ...

County office 1. ...

State depariment of educ
6. Business

[P -1

™~

Religious roupS. .o «coooorm e
Service organizations. oo oo ooe o
Ad hoc citizens groups. - - ceoreie e

ke

9, State administration and legislature. ... ..o oo
Local assemblyman or his representative. ... oooiiiieen ) R,

A member of the Governor's office L oo oo P

b 11| USRS ) 24 21

1 These participants to serve in an ex officio capacity.
Note: County counsel will be available to advise on legal matters.

These nine categories represent an arbitrary definition of the segments of the
society which should be represented. The rationale for why certain groups are
placed under a given category may be debatable. Minority and disadvantaged
representation are a must for the purposes of the project as outlined by O.E.O.
The agencies, organizations, and groups listed in the first two categories seem to
represent these segments. The other seven categories likewise will allow these
segments to be heard.

The placement of these groups in their various categories is an attempt to
further the goals of the project. Although they may at first glance appear to
be more divergent than similar in their outlooks, the “areas of concern” are in
truth similar. For example, private schools are placed with the “teachers” groups
because under the “voucher plan” all schools become “public” to the extent that
they become able to cash vouchers. This concept, which reduces public school
monopoly to provide parents with new alternatives, also makes necessary a
realignment of educational resources.

As stated, these categories and groups represent one viable option for the
formation of the initial EVC. By adding additional categories and/or groups,
an infinite number of options would be possible. The EVC, once constituted, may
wish to augment its membership and should have the freedom to do so.

Bxperience would seem to demand that some cautions be pointed out. The
two-month period designated for the pre-planning stage presents a most formid-
able constraint. To concene a widely representative group which will then

_coalesce into a working team capable of concensus recommendations within
a two-month period will indeed be difficult. If, after the two-month feasibility
study, the Board decides to move into the planning stage, hopefully what should
happen is a merging of the pre-planning into the planning stage so that the EVC
will have the advantages of continuity. This EVC would function during the
planning year and provide overall direction for the project.

Other factors need consideration in a selection process which claims “repre-



845

sentativeness.” Racial and ethnic percentages in the district show the Spanish
surname population to be 47.29% and total minority population nearly 60%.
Thus representation based on this factor alone would mean the composition
of the EVC (and later BVA) would have to reflect this population makeup.
Income. levels, having or not having school age children, geographic locatlon,
sex, age of citizens, and other factors may also require consideration. It seems
improbable that all such considerations can be equltably included in BVC
composition although the attempt should be made. A given individual may be
asked to serve because he or she represents a “variety of concerns” rather than
one.

Role and tasks of the BVC

Groups, agencies, and organizations invited to provide members to the EVC
should have a clear understandmg of what the goals of the education voucher
program are and what their role in the pre-planning stage is to be. With the
acceptance of the pre-planning grant from O.E.O. by the Alum Rock Union
Elementary School District Board of Education, the decision to test the feasibility
of such a voucher project in the school district has been made. The task which
the new EVC will have will be to make recommendations on the basis of the
results of their feasibility study, to the LEA about whether or not to contmue
the project.

The tasks in which the members of the EVC will be involved during the
two-month feasibility study will include the following :

1. To familiarize themselves with the goals of the Education Voucher Program

2. To modify and/or adapt by-laws for their own organization.

3. To respond to and advise on the collection of feasibility data by the outside
subcontractor, the Center for Planning and Evaluation.

4. To arrange for and conduct a minimum of three public forums on ‘the
education voucher program.

5. On the basis of their deliberations, to recommend to the Alum Rock Umon
Hlementary School District Board of Trustees by March 1, 1971, whether or
not to apply for a planning grant.

BYLAWS OF THE EDUCATION VOUCHER COMMITTEE OF THE ALUM ROCK UNIOI\
ELEMENTARY SCHOOL DISTRICT

ARTICLE I: MEMBERSHIP

Section 1: Categories of Membership

Voting members of the Committee shall be selected from each of the following
nine categories: minorities, Community Action Programs, teachers, the Alum
Rock Board of Trustees, educational administration, business commuhity,
parents, State Administration and Legislature. Ex-officio participants may be
included at the discretion of the Committee and/or Board of Trustees.

Section 2: Selection and Appointment of Members

The Board of Trustees shall solicit nominees for each of the categories and shall
make the final selection from those nominated. Once the Committee is' con-
stituted, it shall have the power to adjust the Committee’s size and representa-
tion according to its needs and directing legislation.
Section 3: Terms of Office

Term of Office will extend through the planning stages.
Section 4: Vacancies

Should a vacancy occur, the Committee will recommend a nominee
representing the same category to the Board of Trustees for approval.
Section 5: Removal of Members

Removal from the Committee’s voting and ex-officio membership shall réquire
a recommendation of 24 of the voting membership of the Committee and approval
by the Board of Trustees.

ARTICLE II: ROLES, RESPONSIBILITIES, AND DUTIES OF THE COMMITTEE

Section 1: Role of the Committee

The role of the EVC shall be to study the Education Voucher Program and its
feasibility for demonstration in Alum Rock Union Elementary School District,
and to make appropriate recommendations to the Board of Trustees.’
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Section 2: Responsibility and Duties of the Commitiee

The Committee is responsible for performing those tasks necessary to enable
them to make recommendations to the Board at the conclusion of each of the
planning stages. The Committee shall work within the time constraints
established by the funding agency and/or the Board of Trustees.

ARTICLE III: OFFICERS OF THE COMMITTEE

Section 1: Officers

The officers shall be: Chairman, Vice Chairman, Secretary, and Parliamen-
tarian. An Executive Director, to be appointed by the Board, shall serve as the
administrative agent of the EVC.

Section 2: Duties of Officers

The Chairman shall call the meetings, preside over them, determine the agenda,
and perform such other functions as are necessary and proper for the conduct
of the Committee’s business. The Viece-Chairman, in the absence or disability
of the Chairman, shall perform all the duties of the Chairman and when so
acting shall have all the powers of and be subject to all restrictions upon the
Chairman. The Vice Chairman shall have such powers and perform such other
duties as from time to time may be prescribed for him by the Committee. The
Secretary shall keep or cause to be kept the minutes of all meetings of the Com-
mittee with the time and place of holdings, the names of those present, and the
proceedings thereof. The secretary shall give, or cause to be given, notice of all
of the minutes of the Committee required by the By-laws and shall have such
other powers and perform such other duties as may be prescribed by the Com-
mittee. The Parliamentarian shall be responsible for providing such instruction
as might be necessary to the Committee in the use of Roberts’ Rules of Order,
shall ascertain that these rules are followed, and shall be the tinal authority
in regard to the application of these rules.

Section 3: Tenure of Officers
Blected officers shall serve for the duration of the planning stages.

Section 4: Election of Oficers

The Board shall select one of its members to serve as a temporary chairman.
On or before the third meeting of the Committee, the Committee shall elect,
by simple majority, its officers. No two officers may be selected from the same
membership category.

Section 5: Resignation of Officers

An officer wishing to resign must submit his resignation, in writing, to the
Chairman of the EVC or if the involved officer is the Chairman, he shall submit
his resignation, in writing, to the Board of Trustees.

Section 6: Vacancy of Oficers
The Committee shall elect from its own membership, by simple majority, to

fill officer vacancies.
ARTICLE IV: MEETINGS

Section 1: Rules of Order

Roberts’ Rules of Order shall serve as the basis for conducting all meetings.
The Parliamentarian shall be charged to rule upon all motions and amendments
should a ruling be requested.

Section 2: Dates and Location
The Committee shall determine the dates and locations for all meetings.

Section 3: Quorum
A quorum shall consist of a simple majority of the voting membership and in
addition shall include representatives of at least six of the nine membership
categories.
ARTICLE V: AMENDMENTS

These By-laws may be amended at any meeting as long as two-thirds of all
voting members approve. Amendments shall be distributed with the minutes of
the meeting. However, the Board of Trustees of the Alum Rock Union Elementary
School Distriet must ratify all amendments prior to their incorporation into
the By-laws.
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AruvM Rock UnNioN ELEMENTARY SCHOOL DISTRICT—FEASIBILITY STUDY
EDUCATIONAL VOUCHER SYSTEM '

(Request for funds for preplanning activities in connection with a possiblé
Field Test of Education Scholarships. Submitted to the U.S. Office of Economic
Opportunity from the Alum Rock Union Elementary School District.)

I. INTRODUCTION : GENERAL OUTLINES OF A PROPOSED DEMONSTRATION

The U.S. Office of Economic Opportunity has indicated that it would be
interested in funding a large-scale field test of a scholarship system for education,
and has indicated that it would favor a model following the general recom-
mendations of the Center for the Study of Public Policy, as reported in 1ts
preliminary report, Education Vouchers, March 1970. .

Under the model recommended by the Center for the Study of Public Policy, a
demonstration area would be designated which contains from 10,000 to 15, 000
elementary school-aged children. Each child in this area and age group would
receive a scholarship, in the form of a certificate or voucher. The voucher would
be worth as much as is now spent on the public school child in the city. The
parents of the child would then be able to “purchase” education from an avail-
able public, private, or parochial school. Parents would be entitled to select
a school that they determined most suited the needs of their individual child. The
local school district would allocate all available education funds to the demon-
stration program in order to pay the cost of the basic scholarship of pubhc
school children. The O.E.O. would provide funds for planning, evaluation, parent
education, compensatory funds for the disadvantaged, scholarships for children
not in the public school system, transportation and any other extra costs due
to this prospective demonstration. To be eligible to receive scholarship funds,
a school would have to comply with the following basic rules:

- 1. No school may discriminate against pupils or teachers on account of race
or economic status, and all schools must demonstrate that the proportlon of
minority pupils is as large as the proportion of minoity applicants.

2. Schools must be open to all applicants. Where a school has more apphcan’cs
than it has available space, it must admit applicants on a fair and impartial
basis. Some schools may want to give preference to siblings, to children from
a particular neighborhood, to children of a particular religious faith, etc.: So
long as the criteria does not discriminate on account of race, this could: be

allowed. It is preferable that most children are admitted without dlstmctlon,
through random selection.

8. The school must accept the certificate of scholarship as payment in full
for all education services at the school. No school may require parents to make
additional payments out-of-pocket.

4. No school may use scholarship money to support religious mstructmn
Parochial schools may be allowed to participate, providing that they keep
separate and adequate accounts for religious activities. They must also comply
with all other rules, including the requirement of open enrollment.

5. All schools must make information available to parents concerning: 'the
school’s " basic philosophy on education, the number of teachers, teacher
qualifications, facilities, financial position, and pupil progress. In short,: the
schools must provide suﬁiment information to enable parents to make a \Vlse
decision when they select a school.

The Board has considered these recommendations, and if it proceeds mth
a field test, will endeavor to implement them.

II. PRE-PLANNING ACTIVITIES

This general description of the scholarship program leaves many questions
unanswered. Therefore, a preliminary planning grant will be necessary prior
to a final decision by the Board. Pre-planning would include the following
activities: ‘

1. Establishing procedures for creation of the Education Scholarship Agency
(the ESA). The Board understands that O.BE.O. would prefer an ESA which
is structured so as to be responsive to the commumty and to participating non-
public schools. Therefore, the Board must examine options available for creation
of an ESA, and ways of assuring representation to these interests.

2. Assessmg the potential for alternative schools in the proposed demonstratlon
area. The Board desires a survey of non-public schools and public schools outside
the Alum Rock District to determine how many would participate in the pro-

'
1
i
i
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spective field test, and the number of places that would be made available for
scholarship children. The Board must also investigate the possiblity that new
non-public schools will open for the duration of the field test. The Board also
desires to have its staff examine the opportunity for the Board to convert some
Alum Rock public schools to experimental schools.

3. Determining the attitude of the community, parents, teachers, and other
relevant groups. The Board desires to hold hearings on the attitudes of parents,
the community generally and educators regarding various aspects of the
proposed field test.

4. Resolving Legal Problems. The Board recognizes that state legislation is
required in order for it to have authority to engage in the prospective field test,
to transfer the available funds to the BSA for use in the scholarship program,
to permit non-public schools to receive these funds on tender of a voucher or
certificate of scholarships, and to execute its other obligations under a prospec-
tive contract with the O.E.O. The Board will support such legislation (see ap-
pendix A) and will endeavor to obtain support for such legislation from State
officials. It may also ask the legislature to incorporate into the proposed law
additional safeguards against any possible unconstitutional aspects of the pros-
pective system, and additional language in the financial section to assure mainte-
nance of the existing levels of State aid, taking into account both pupil population
increases, and increases in per pupil costs.

5. Developing a model for an Education Scholarship System. The Board
understands that it may deviate from the model recommended by the Center in
many ways. In addition, several aspects of the model recomnended by the Center
have been left completely open to local option. Thus, the Board must have its
staff and consultants prepare a deseription of a model which will be feasible and
acceptable in Alum Rock. The following elements must be considered in the
development of this model :

(2) The regulatory system. The Board must develop a system which will:

1. Ensure equal access to all participating schools for all eligible students;

9. Ascertain the most fair and acceptable methods for assigning pupils to
schools which are over-applied (including a decision on whether or not to
require a lottery as recommended in the March report of the Center for the
Study of Public Policy, and a decision as to the kinds of preferences that
schools may adopt) ;

3. Comply with all State and Federal constitutional requirements ;

4. Ascertain whether there is a need for regulating school expenditures for
items such as school lunches, health program, counseling, psychiatric care,
clothing, family planning, parent education and participation, training and
use of paraprofessionals, use of professionals from fields other than educa-
tion, transportation, sex education, advertising, ete.

(b) Ascertain whether or not field test should be phased in and/or phased out.

(e) Prepare a preliminary report on feasible and acceptable procedures for
identifying the disadvantaged child. Inasmuch as the O.E.O. has indicated that
it will make funds available for additional payments for scholarships for dis-
advantaged children, the Board should explore the options available (income
tests, preschool assessment, standardized achievement tests, ete.) and determine
the best available and most publicly acceptable methods of determining the edu-
cational needs of these pupils. This report should also include analysis of the
need for, and acceptable methods for identifying the educationally handicapped
child who may not be classified as disadvantaged, but who nonetheless requires
special resources because of physical handicaps, emotional problems, ete.

(d) Determining special arrangements for public school personnel. For ex-
ample, the Board will want to explore the possibility of providing for retention
of tenure for teachers who leave the public school system to teach in privately
operated voucher schools.

(e) Determining special arrangements and regulations for existing private
and parochial schools on the following items : .

1. Whether or not existing parochial and private schools should be restricted
to their present level of expenditures, where the average per pupil costs are
lower than the base value of the scholarship.

2. Whether or not existing parochial and private schools should be required
to maintain their present efforts to raise funds other than by tuition charges to
parents.

d3. 1P(e;itermining how any of these regulations can be implemented if they are
adopted. .

(f) Developing a preliminary model of an adequate information program,

including parent education and counseling. The Board desires to ask its con-
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sultants to prepare a report describing options available and recommending
methods for disseminating information on the system and the available schools
to parents, to ensure that all parents know what choices are available to them.

6. Developing a budget for further planning and a tentative budget for the
field test itself. Before it can submit an application for further funds for plan-
ning or festing an education scholarship system, the Board must obtain sound
estimates of the costs of such activities, including the costs of :

(a) Administration :

(b) Transportation

(¢) Information collection and dissemination

(d) Special parent education and counseling programs

(e) Costs of independent analysis of the Board’s expenditures and ascer-
taining no basic scholarship for each age and grade level

(f) Compensatory payments, including a tentative scale of payment and
proposed mechanism for determining eligibility

(g) Costs of scholarship for eligible children who are not currently in
public schools. Some discussion of appropriate principles for computing costs
in church-related schools, if these are eligible to participate, and indication
that these principles are acceptable to church schools

(h) Costs to the public school system for unusual losses, this would mclude
cost of debt service, central administration, and other fixed costs which could
not be reduced during the demonstration even if there were a drop in enrollment.
It is understood that these fixed costs would be covered by revenue from
scholarships unless public school enrollment fell dramatically ; nonetheless, some
estimates of the possible need for O.E.O. subsidies in the event of a serious
enrollment decline must be made. Unusual losses would also include the cost
of litigation arising out of the field test |

(i) Evaluation !

(j) Other costs which O.E.O. would need to cover.

7. Developing a preliminary plan for accounting procedures in public ,and
non-public schools.

III. WORK PROGRAM AND SCHEDULE-—ASSUMING FUNDING BY OCTOBER 15, 1971

Task Primary responsibility Target dafe

1. Procedures for creation of the ESA:
(a) !nitial contacts with commumty and report Mr, Ed Lewns Administrative Assistant for January.

to board sub ittee on p com- C ty Relations. Consultants.
position of ESA.
(b) Decisionon method_._________..__.________ Board. ... e March.
2. Assessing alternative potentials: !
(a) Ascertaining the potential for alternative Special consultants.__...__...____.._____. February 15,

schools in the demonstration area and the
number of voucher spaces likely to be
made available. .
(b) Report on possible experimental programs in  Dr, Symons, assistant superintendent of Do. .
public schools. instruction, i
3. Assessing attitudes: :
() Special hearings_...... . ... ... Consultants. ... ...
(b) Reporton hearings.. ... .. .___o.o....._
(¢) Hearings at regular board meetings with full

board.
4. Resolving legal problems:
(a) Analysis of legislation_ __._._._._____.._... Maurice Hill, Deputy County Council.....__ Jan. 30.°
b) Testimony in State legislature_. _._______.__ Dr. Jefferds, supermtenden ______________ March, Apnl.
5. Developing a model for an education scholarship
system:

(a) Preliminary reports with recommendations
(1) The regulatory system

... Feb, 15/

(2) Phasingin andforout. ... ___._.__.._ d
(3) Identification ot educationaily handi- Special consultants oup
capped child Bureau of the State Department of Edu-
cation, Mr. ngsbury, director specia!
services,

(4) Special arrangements for teachers. .. Mr. Clyde Hewitt, director of persunnel .....
(5) Special arrangements for private Special consultants

and parochial schools.
(6) Information program__.. ... ... do . ._.....

(b) Board hearing on preliminary reports_ Board.... :4. Mar. 1.
(€) Final reports. oo oo __,do.__ - Mar. 27
(d) Board hearingson final reports. ... ... . oo dO. o ccenn.- April.
6. Budgets and financial. .____.____ . .. ..._._..... Gary Goodpasture director of business Mar 27.
services.
7. Preliminary report on ting procedures__.__.... Petersen & Co., accountants. _.___....__.. Feb. 15.
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IV. Budget for 2 months feasibility study (October 1-December 3)

Consultants: 80 man-days $8, 000
Petersen & Company, Accountants. 600
Secretarial, 20-days 600
Telephones 200
Postage — 200
Travel 800

Reproduction (includes one districtwide distribution through the
schools) 3,000
Other office supplies 200
Data processing. 1,700
Administrative overhead (10 percent) 1, 530
Total 16, 830

Time Donated: Staff: Dr. Jefferds; Dr. Symons; Mr. Lewis; Mr. Hill (Board
Attorney) ; Mr. Kingsbury ; Mr. Hewitt ; Mr. Goodpasture.
WirrrayM J. JEFFERDS,
Superintendent & Authorized Agent.

THE EDUCATION SCHOLARSHIP COMMITTEE
An overview

An education scholarship program represents a significant departure from
traditional means of financing and managing public elementary education. Such
a program will alter financial and organizational structures in public education
that have existed since the beginning of the twentieth century. It is essential,
therefore, in considering such a change, that the planning and policy-making
body to be created be broadly representative of the racial, ethnie, social, economic,
occupational, and political segments of the affected community. Without mean-
ingful and widespread community involvement, it is unlikely that a scholarship
program would be successful, and furthermore, it would fail to provide a demon-
stration and test of the program’s underlying theoretical principles.

It appears, then, that two qualities should charaterize the planning and policy-
making group—the Education Scholarship Committee: It should be visionary
and it should be representative. A committee with vision will recognize the
significance of the proposed test and will demand that the operational program
reflect, as closely as possible, an “ideal” that could serve as a model for imple-
mentation in districts throughout the country. A committee that is representa-
tive, in a heterogeneous district, will demonstrate the nature and degree of
conflict that can develop in the process of determining the objectives and eco-
nomic and educational specifications of a scholarship program.

Individuals should be chosen for the Education Scholarship Committee who
possess insight into the philosophical, economic, social, and political issues that
are inherent in the proposed program for financing and managing public edu-
cation. Committee members should have the capacity to consider the total com-
munity effects of the scholarship project. In addition to a view of the whole
community, members should understand and be able to represent the interests
of their constituencies. Finally, committee members should be willing to devote
long hours to planning the program and resolving conflicts that arise.

Rationale for the Selection of the Education Scholarship Committee (ESC)

The rationale for the selection of members of the ESC which will advise the
Local Education Agency in the pre-planning (two months) and planning (seven
months) stages of the project must reflect the primary goals of the entire Demon-
stration Scholarship Project, i.e. “to improve the education of children, particu-
larly disadvantaged children and to give parents, and particularly disadvantaged
parents, more control over the kind of education their children get.”*

1 Bducation Vouchers: A Preliminary Report on Financing Education by Payments to
Parents, Center for the Study of Public Policy, Cambridge, Mass., 1970,

Although the people who comprise the initial ESC during the two-month term
of the feasibility study may not be the same people who eventually sit on the
Education Scholarship Authority (ESA) during the years of the demonstration,
they should be as widely representative of the many segments of the entire com-
munity as the legislation which will establish the group allows. (The total
number of members and their representative make-up may be specifically
stipulated.)

Although it may be assumed that legislation will probably limit the Educa-
tion Scholarship Authority (ESA), which will function during the demonstra-
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tion period, to 9 or 10 members, the early ESC need not be restricted in
membership. The purposes of the pre-planning and planning stages will be better
served by having a broad representation which can theo be reduced to the required
and less unwieldly number. The following categories of representation are sug-
gested. If all the segments are involved, the ESC would have 24 participating
members and 21 voting members for the pre-planning and planning stages. When
the project moves to the demonstration stage, the number of voting members
would be reduced to 9 (one from each category). |
The following categories and initial numbers for ESC and ESA are suggested.

9 CATEGORIES FOR ESC AND ESA

Number of  Total votiﬁg
Category participants members

—

lad

w

School board (Alum Rock).. ..
. Educational Administration___

o

County officet______....___..__
State department of education. ..
. Business_ ___ ... .. ...

-]

~

. Community___.
Religious groups. _
Service organizations..
Ad hoc citizens groups_ . ......._.____.____

. Parents_ ..
PTA

fod

Students_ ____ . _____.___.___ :

. State administration and tegislature_____________________ T TIIITITTTTTTTTTT . )
Local assemblyman or his representative___ R 1 s
A member of the Governor’s office 1________ R 1.

7.3

1 These participants to serve in an ex officio capacity.
Note: County counsel will be available to advise on legal matters.

These nine categories represent an arbitrary definition of the segments of ‘the
society which should be represented. The rationale for why certain groups are
placed under a given category may be debatable. Minority and disadvantaged
representation are a must for the purposes of the project as outlined by OEO.
The agencies, organizations, and groups listed in the first two categories seem to
represent these segments. The other seven categories likewise will allow these
segments to be heard. !

The p'acement of these groups in their various categories is an attempt to
further the goals of the project. Although they may at first glance appear tb be
more divergent than similar in their outlooks, the “areas of concern” are in
truth similar. For example, private schools are placed with the “teachers” groups
because under the “scholarship plan” all schools become “public” to the extent
that they become able to cash vouchers. This concept, which reduces public school
monopoly to provide parents with new alternatives, also makes necessary a
realignment of educational resources.

As stated, these categories and groups represent one viable option for the forma-
tion of the initial ESC. By adding additional categories and/or groups, an
infinite number of options would be possible. The ESC, once constituted, imay
wish to augment its membership and should have the freedom to do so. i

Experience would seem to demand that some cautions be pointed out. The ‘two-
month period designated for the pre-planning stage presents a most formidable
constraint. To convene a widely representative group which will then coalesce into
a working team capable of consensus recommendations within a two-month
period will indeed be difficult. If, after the two-month feasibility study, the
Board decides to move into the planning stage, hopefully what should happen is
a merging of the pre-planning into the planning stage so that the ESC will have
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the advantages of continuity. This ESC would function during the planning
year and provide overall direction for the project.

Other factors need consideration in a selection process which claims ‘“repre-
sentativeness.” Racial and ethnic percentages in the district show the Spanish
surname population to be 47.29% and total minority population nearly 609%.
Thus representation based on this factor alone would mean the composition of the
ESC (and later ESA) would have to reflect this population makeup. Income
levels, having or not having school age children, geographic location, sex, age
of citizens, and other factors may also require consideration. It seems im-
probable that all such considerations can be equitably included in the ESC
composition although the attempt should be made. A given individual may be
asked to serve because he or she represents a ‘“variety of concerns” rather than
one.

Role and tasks of the ESC

Groups, agencies, and organizations invited to provide members to the ESC
should have a clear understanding of what the goals of the education scholarship
program are and what their role in the pre-planning stage is to be. With the
acceptance of the preplanning grant from O.E.O. by the Alum Rock Union Ele-
mentary School District Board of Education, the decision to test the feasibility
of such a scholarship project in the school district has been made. The task which
the new ESC will have will be to make recommendations on the basis of the
results of their feasibility study, to the LEA about whether or not to continue the
project.

The tasks in which the members of the ESC will be involved during the two-
month feasibility study will include the following:

1. To familiarize themselves with the goals of the education scholarship
program.

2. To modify and/or adapt by-laws for their own organization.

8. To respond to and advise on the collection of feasibility data by the outside
subcontractor, the Center for Planning and Evaluation.

4. To arrange for and conduct a minimum of three public forums on the
education scholarship program.

5. On the basis of their deliberations, to recommend to the Board of Educa-
tion by March 1, 1971, whether or not to apply for a planning grant.

BY-LAWS OF THE EDUCATION SCHOLARSHIP COMMITTEE OF THE ALUM ROCK UNION
ELEMENTARY SCHOOL DISTRICT

ARTICLE I: MEMBERSHIP

Section 1: Categories of membership

Voting members of the Committee shall be selected from each of the following
nine categories: minorities, Community Action Programs, teachers, the Alum
Rock Board of Trustees, educational administration, business community,
parents, State Administration and Legislature. Ex-officio participants may be
included at the discretion of the Committee and/or Board of Trustees.
Section 2: Selection and Appointment of Members

The Board of Trustees shall solicit nominees for each of the categories and
shall make the final selection from those nominated. Once the Committee is
constituted, it shall have the power to adjust the Committee’s size and repre-
sentation according to its needs and directing legislation.
Section 3: Terms of Office

Term of office will extend through the planning stages.

Section 4: Vacancies

Should a vacancy occur, the Committee will recommend a nominee represent-
ing the same category to the Board of Trustees for approval.
Section 5: Removal of Members

Removal from the Committee’s voting and ex-officio membership shall require
a recommendation of 24 of the voting membership of the Committee and approval
by the Board of Trustees.

ARTICLE II. ROLES, RESPONSIBILITIES, AND DUTIES OF THE COMMITTEE

Section 1: Role of the Committec

The role of the ESC shall be to study the Educational Scholarship Program
and its feasibility for demonstration in Alum Rock Union Elementary School
District, and to make appropriate recommendations to the Board of Trustees.
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Section 2: Responsibility and Duties of the Committee

The Committee is responsible for performing those tasks necessary to enable
them to make recommendations to the Board at the conclusion of each of the
planning stages. The Committee shall work within the time constraints esta‘ -
lished by the funding agency and/or the Board of Trustees.

ARTICLE III: OFFICERS OF THE COMMITTEE
Section 1: Officers ;
The officers shall be: Chairman, Vice Chairman, Secretary, and Parliamen-
tarian. An Executive Director, to be appointed by the Board, shall serve as the
administrative agent of the ESC.

Section 2: Duties of Officers

The Chaiérman shall call the jneetings, preside over them, determine the agenda,
and perform such other functions as are necessary and proper for the conduct
of the Committee’s business. The Vice-Chairman, in the absence or disability of
the Chairman, shall perform all the duties of the Chairman and when so acting
shall have all the powers of and be subject to all restrictions upon the Chairman.
The Vice Chairman shall have such powers and perform such other duties as
from time to time may be preseribed for him by the Committee. The Secrctary
shall keep or cause to be kept the minutes of all meetings of the Committee with
. the time and place of holdmg, the names of those present, and the proceedings
thereof. The secretary shall give, or cause to be given, notice of all of the minutes
of the Committee required by the By-laws and shall have such other powers and
perform such other duties as may be prescribed by the Committee. The Parlia-
mentarian shall be responsible for providing such instruction as might be neces-
sary to the Committee in the use of Roberts’ Rules of Order, shall ascertain that
these rules are followed, and shall be the final authority in regard to the applica-
tion of these rules.

Section 3: Tenure of Officers
Elected officers shall serve for the duration of the planning stages.

Section 4: Election of Ojficers

The Board shall select one of its members to serve as a temporary chairman.
On or before the third meeting of the Committee, the Committee shall elect, by
simple majority, its officers. No two officers may be selected from the same mem-
bership category.

Section 5: Restgnation of Officers

An officer wishing to resign must submit his resignation, in writing, to:the
Chairman of the ESC or if the involved officer is the Chairman, he shall submit
his resignation, in writing, to the Board of Trustees.

Section 6: Vacancy of Officers
The Committee shall elect from its own membership, by simple majority, to
fill officer vacancies.
ARTICLE IV: MEETINGS

Section 1: Rules of Order

Roberts’ Rules of Order shall serve as the basis for conducting all meetings.
The Parliamentarian shall be charged to rule upon all motions and amendments
should a ruling be requested.

Section 2: Dates and Location
The Committee shall determine the dates and locations for all meetings.

Section 3: Quorum

A quorum shall consist of a simple majority of the voting membershlp and in
addition shall include representatives of at least six of the nine membership
categories.

ARTICLE V: AMENDMENTS

These By-laws may be amended at any meeting as long as two-thirds of all
voting members approve. Amendments shall be distributed with the minutes of
the meeting. However, the Board of Trustees of the Alum Rock Union Ele-
mentary School District must ratify all amendments prior to -their incorpora-
tion into the By-laws.
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CHECKPOINT PROCENURE FOR COORDINATION e e onies oy 1T
" OF CAP ACTIVITIES WITH STATE L —

ECONDNRIC OPPORTUMITY GFFICE ACTIVITIES

The Community Action Agency, or othet applicant named below, plans o apply to OEO for financial assist-
ance tnder Section 221, 222, of 232, of Title I of theFeonomic Opportunity Act of 1964, as amended. The activity
that the applicant plans to undertake is described in Section Iy below. In order to assure that this activity is co-
ordinated with other programs and concerns, and with other anti-poverty activitics within the Statd] you are re-
quested to complete Sections 11 and 1 of this form..

OFO requires the applicant to allow: the State Economic Opportunity Office a minimum of 15 days from receipt
of this form (CAP Form 77), to complete it and return it. If you are unatle to respond fully to the request within
this time period, you may cither request addicional time from the applicant or, if its schedule will not permit an
extension, you may retuin the form with a notation explaining why you were unable to complete it,

This Checkpoint Procedure is not designed to require concusmence in proposed Community Action activities
by the State Economic Opporcunity Office. What OEO does require is that the applicant provide a meaningful
oppostunity for the State Economic Opportugiry Office to express its concerns and to review the plans for Com-
Action activities within the State in order to better coordinate such activities with those of other State

agencics.

In addition to this form, the State conomic Opportunity Office will receive a copy of the applicant’s formal
application gimultancously with jts subini sion to the OEO Regional or OEOQ Project Olfice, and will be able to
make furthee comments and suggested revisions at that time,

State sigh-off on this fonn is not a waiver of the Goveror’s authority under Section 242 of the EO Act.
. .

SECTION I, APPLICANT AGSHCY AND PROPOSED ACTIVITIES

1. HAME OF APPLICANT - 2. DATE THIS FORM FORWARLED TO SEOO
ALUM ROCK UNION ELEMENTARY SCI'OOL DISTRICT . 6 January 1971 ”

3. . ADDRESS

NO. AND STREET vy COUNTY STATE 1P CODT

¢ay Avernue San_Jose Santa Clara California 95127

D TITLE OF STAFF DIRECTOR 5. TELEPHONE HO. (Include Area Code}

Walter J. 3ymons, Ed. D N AnE N
Assistant. Superintendent: Instructional Services (402) 258-4923

6. C 4 P ITIES T6 RE INCLUDED 1N PROPOSED COMLUNITY ACTION PROJECT(s):
N

San Jose

7. DRICF DLSCIIPTION OF PROPOSED CORKUKITY ACTION PROJLC TS ):

Study to determine the feasibility of a pilot OEO-Sponsored Educational Voucher System

in the Alum Rock imnion Elemcniary School District.

CAI ¥ ORM 77 MAY €0
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3. TOTAL USTIMAYED COST OF PROPOSED AGTIVITY. 5. HON-FEDLRAL SHARC 10. FEDLRAL SHARE
. $16,830 Not described $16,830
SECTION . OFFICIAL OR AGENCY RESPONDING TO FOIM i
11, HANE OF STATE AGENCY KESPONOING 12. DATE RETURKED BY SE0D
ciTy SOAE 21p CODE

13
HO. AND STREET |

LETING | 12, SIGNATURE 16. TELEPHONE MO, |
(Incluce Area Code) !

14 TYPED NEME AND TiTLE OF INDIVIDUAL CC
THIS FORM

SECTION 1.
DID YOUK OFFICE PROVIDE ASSISTANCE I THT PL
SECTICH I, ABOVE?

1 vES (Descrive) [Jwo

AN

18. WOULD THE PROPOSED PROJUCT( =) CUL-LT T ORCOD
FEOERAL . NTI-POVERTY E£FFORTS VITHIN THE STATE B

Clves Jno [Jowurr

EXPLALIN

L reteatt
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Budget Bureau No. 116-R047
Approval expires December 31, 1969

CHECKPOINT PROCEDURE FOR COORDINATION BETWEEN
CAP AND OTHER ANTI-POVERTY ACTIVITIES (THIS SPACE FOR OEO USE.)

The community action agency named below plans to apply to OEO for financial assistance under Title 1I-A or
{11-B of the Economic Opportunity Act of 1964; as amended, to carry out community action projects that may con-
cern your office, agency, ot institution. The activity that the community action agency plans to undertake is de-
scribed in Section I, below. In orderto assure that this activity is coordinated with your own program or concerns,
you are requested to complete Sections IT and IIT of this form.

OFO requires the community action agency to allow each office, agency, or institution to which this form
(CAP Form 46) is sent, a minimum of 15 days from reccipt of the form to complete it and return it to the community
action agency. If you are unable to respond fully to the request within this time period, you may either request
additional time from the community action agency or, if its schedule will not permit an extension, you may return
the form with a notation explaining why you were unable to complete it.

The checkpoint procedure is not designed to require concurrence in proposed community action activities by
all potentially concerned local officials, agencies, or institutions. Where there has been prior consultation, and
where no valid arguments have been advanced against a proposal, OEO will consider it on its merits. What OEO
does require of a community action agency is that it provide a meaningful opportunity for affected local or State
agencies to express their concerns.

SECTION 1. APPLICANT AGENCY AND PROPOSED ACTIVITY
2. DATE THIS FORM PREPARED

4 January 1971

7. NAME OF COMMUNITY ACTION AGENCY
ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT

3. ADDRESS
NO. AND STREET Ity COUNTY , STATE ZIP CODE
2930 Gay Avenue San Jose Santa Clara [California | 95127

4. NAME AND TITLE OF STAFF DIRECTOR i 5. TELEPHONE NO.
. Include Area Code

Walter J. Symons, Ed: D (Inelude Arec Code)
Assistant Superintendent Instructional Services

! (408)258-4923

6. BRIEF DESCRIPTION OF PROPOSED COMMIINITY ACTION PROJECTI(S):

Study to determine the feasibility of a pilot OEO-Sponsored Educational Voucher System

in the Alum Rock Union Elementary School District.

7. TOTAL ESTIMATED COST OF PROPOSED ACTIVITY| 8. HON-FEDERAL SHARE I 9. FEDERAL SHARE
$16,830 I i 316,830
SECTION II. T OFFICIAL ORR AGENCY RESPONDING TO FORM
10. TITLE OF OFFICIAL OR AGENCY RESPONDING YI‘. DATE OF RESPOMNSE
12, ADDRESS
;iO. AND STREET aTy COUNTY ! STATE Z1P CODE
!

. ! |

13. TYPED NAME AND TITLE OF INDIVIDUAL COMPLETING 14. SIGNATURE 15. TELEPHONE NO.

TH1S FORM (Include Area Code)

C_OMMEI\‘Tf_ »OVN P»RPP_OSEﬁD _I\C‘l:IlIlTA'{ .

WER! , OR V;S YOUR AGENCY, CONSULTED IN THE PLANNING OF THE PROPOSED COMMUNITY ACTION PROJECTI(S)
DESCRIDED IN SECTION I, ABOVE?
[ ves Clno [_]1OTHER (Deseribe)

17 WILL THE PROPOSED FROJECT(S) COMPLEMENT AND BE COORDINATED WITH YOUR CURRENT AND PLANNED EFFORTS TO
ELIMINATE POVERTY?
CJves Cwno [C10THER (Describe) .

5. 00 YOU, OR DOES YOUR AGENCY, RECOMME HD THAT THE PROPOSED PROJECTIS) BE APPPOYVED BY OEO?
[[]ves [no [T JOTHER (Deseribe)

CAP FORM 46 - MAY 66 GPO 2€5-011
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IDENTIFICATION OF FORMER OEO EMPLOYEES

ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT i
Name of Grantee Agency : Organization No.. |

OEO Headquarters Staff Instruction 2610-1, April 7, 1970, state that:

"The Grantee, as part of its application for a new grant or for a
refunding, shall identify any former regular or special OEO em~ -
ployee whose employment with OEO terminated within 365 days prior

to the date of grant application, who (1) is employed by the gran-
tee, its delegate agency, or a subcontractor who performs work for
the graptee or delegate agency under a subcontract of $25,000 or
more; or (2) who owns or has a financial interest in the grantee :
or its delegate agency; or (3) who is in any other way involved with:
the grantee or its delegate agency in his private capacity.* The
grantee shall specify as an attachment to its application the names .
of such individuals and their position, degree of financial interest;
or other relationship with the grantee or delegate agency. The .
grantee shall also identify any present or former employee of the T
Office of Economic Opportunity who is negotiating for employment with
the prantee, any delegate agency or subcontractor to any such organ-
ization."

*The information requested by item (3) shall be submitted
in all cases in which the person involved has in fact or is
expected to have any relationship to the .grant for which
this application is being submitted. 1In all other cases,
it should be furnished to the extent reasonably available,
but may be omitted where a substantial administrative
burden would be involved in furnishing the information.

I certify that:

/ X/ No persons as defined above are connected with the agency.
/__/ TFormer OEO employees, as defined above, are connected with
the agency. Their names, nature of their conmnection with .
the agency, and other necessary information as required by
the above quoted portion of the OEO Hqs. Staff Instruction

2610-1 are listed on the reverse side of this form. ‘

William J. Jefferds

Superintendent 6 January 71

Name and Title of Signing Official Date Signature

OEO Form 262 (Proposed) May 70
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- © SULENUE INFURMA'TION BAUHANGE
. SHITHSONIAN INSTITUTION

POBLICATION REF ERENCE : ‘ AggHCY no.

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF ECONOMIC OPPORTUNITY

SUPPORTING AGENCY:

TITLE OF PROJECT:
FEASIBILITY STUDY EDUCATIONAL VOUCHER SYSTEM .

Give nemes, depaniments, ond officiol titles of PRINCIPAL INVESTIGATORS end ALL OTHER PROFESSIONAL PERSONNEL engaged on the project

Wwilliam J. Jefferds, Ed. D., Superintendent
Walter J. Symons, Ed. D., Assistant Superintendent Instructional Services

Gary B. Goodpasture, Director Business Services

NAME AND ADDRESS OF INSTITUTION:
ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT

SUMMARY OF PROPOSED WORK = (200 words or fess.) ~ In the Science Inf ion Exch ies of work in prog h d with
overnment and privote agencies supporting research, ond are forwarded 1o investigotors who request such informotion. Your lummuvv is 1o beused

fcr these purposes. .

Study to determine the feasibility of a pilot OEO-Sponsored Educational Voucher

w System in the Alum Rock Union Elementary School Disktrict.

SIGNATURE OF
PRINCIPAL INVESTIGATOR

PROFESSIONAL SCHOOW1ym Rock Union Elementary School
(medice!, gradvote, o'c.) YA

DURATION OF PROJECT AMOUNT AWARDED



859

OFFICE OF ECONOMIC OPPORTUNITY
C ity Action Prog

Assurance of Compliance with the Office of
Economic Opportunity’s Regulations under
Title VI of the Civil Rights Act of 1964

ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT (hereinafter called the “*Applicant’”)
(Name of Applicant or Delegate Agency)

AGREES THAT it will comply with title VI of the Civil Rights Act of 1964 (P.L. 88-352) and the Regulations
of the Office of Economic Opportunity issued pursuant to that title (45 C.F.R. Part 1010), to the end that no
person in the United States shall, on the ground of race, color, or national origin, be excluded from partici-
pation in, be denied the benefits of, or be otherwise subjectedto discrimination under any program or activity
for which the Applicant-receives Federal financial assistance either directly or indirectly from the Office of
Economic Opportunity;and HEREBY GIVES ASSURANCE THAT it will immediately, in all phases and levels
of programs and activities, install an affirmative action program to achieve equal opportunities for partici-
pation, with provisions for effective periodic self-evaluation.

In the case where the Federal financial assistance is to provide or improve or is in the form of personal
property, or real property or interest therein or structures thereon, the assurance shall obligate the Applicant,
or, in the case of a subsequent transfer, the transferee, for the period during which the property is used for a
purpage for which the Federal financial assistance is extended or for another purpose involving the provision
of similar services and benefits, or for as long as the Applicant retains ownership or possession of the prop-
erty, whichever is longer. In all other cases, this assurance shall obligate the Applicant for the period dur-
ing which the Federal financial assistance is extended to it.

THIS ASSURANCE is given in consideration of and for the purpose of obtaining either directly or indirectly
any and all Federal grants, loans, contracts, property, or discounts, the referral or assignment of VISTA
volunteers, or other Federal financial assistance extended after the date hereof to the Applicant by the
Office of Economic Opportunity, including installment payments after such date on account of applications
for Federal financial assistance which were approved before such date. The Applicant recognizes and agrees
that such Federal financial assistance will be extended in reliance on the representations and agreements
made in this assurance, and that the United States shall have the right to seck judicial enforcement of this
assurance. This assurance is binding on the Applicant, its successors, transferees, and assignees, and the
person or persons whose signatures appear below are authorized to sign this assurance on behalf of the
Applicant.

Date 6 January 1971 ALUM ROCK UNION ELEMENTARY SCHOOIL, DISTRICT

(Name of Applicant or Delegate Agency)

By

(President, Chairman of Board, or comparable
authorized official)

ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT

2930 Gay Avenue

San Jose, California 95127
(Mailing Address)

CAP FORM 11 (REV. JUN 69) PREVIOUS EDITIONS ARE OBSOLETE.  U.S. GOVERNMENT PRINTING OFFICE : 1969 0—354-886

a0t

60-336 O - 71 - pt.2 - 7
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OFFICE OF ECONOMIC OPPORTUNITY Reserved for Budget Bureas Approval.

ORGANIZATION NO.

APPLICANT AGENCY BASIC INFORMATION

DATE PREPARED
4 January 1971

SECTION I. IDENTIFICATION OF APPLICANT AGENCY
1. NAME OF APPLICANT

ALUM ROCK UNION ELEMENTARY. SCHOOL DISTRICT
MAILING ADDRESS

2.
NO. AND STREET ciTY ] COUNTY STATE ZIP CODE
2930 Gay Avenue San Jose Santa Clara California 95127
3. TELEPHONE NO. (Include Area Code) 4. GRANT NUMBERS
(408) 258-4923

S. DATE OF INITIAL OEQ/CAP FUNDING 6. IRS EMPLOYER IDENTIFICATION NO.

SECTION Il TYPE OF AGENCY (Complete Item 7 or 8 below.)
7. D POLITICAL JURISDICTION OR COMBINATION OF POLITICAL JURISDICTIONS
School District

a. NAME

& [CJoesionatepcaa  JLpa  [C]moian  [JMIGRANT [ TERRITORY [ coNTRACTOR
.

a. SPONSOR TYPE

[JPRIVATE
[[] INCORPORATED DATE INCORPORATED
[] UNINCORPORATED DATE OF ORIGIN
. DATE OF IRS RULING ON-NONPROFIT STATUS
X]pusLic . N
[CJcITy GOVERNMENT [J TrRiBAL counciL
[[] COUNTY GOVERNMENT [CJReGIONAL

[} STATE/TERRITORY GOVERNMENT

b. SPONSOR FUNCTION (Check one)

[C]LEGAL sociETY

[CJNONPROFIT GROUP N
m ELEMENTARY/SECONDARY SCHOOL D EMPLOYMENT

D INSTITUTION OF HIGHER LEARNING D NEIGHBORHOOD BASED ORGANIZATION
[CJHEALTH AND WELFARE PATE ESTABLISHED [C] OTHER (Specify)

{1 RELIGIOUS ORGANIZATION

¢, POLITICAL JURISDICTION(S) DESIGNATING CAA: (Complete if applicable)

TYPE

NAME OF POLITICAL JURISDICTION
DATE OF OEO RECOGNITION

.9 (XJurean I RruRaL

SECTION i, GEOGRAPHIC COVERAGE

10. TYPE OF AREA SERVED
[OmuLmistate  []sTaTe [C]MULTICOUNTY [JCOUNTY [JLESS THAN COUNTY-WIDE erry
[X]LESS THAN CITY-WiDE [ ] TERRITORY [_] RESERVATION []OTHER (/dentify)

1. IDENTIFICATION OF AREA SERVED

COUNTIES 3
Santa Clara !

CONGRESSIONAL DISTRICT(S)
9th Congressional District

OEO FORM 303 (TEST) APRT70 UPON COMPLETION OF TEST, THIS FORM WILL REPLACE CAP FORM 3, Page 10f 3
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IDENTIFICATION OF AREA SERVED

11, (Continued)
CITIES

San Jose

CONGRESSION AL DISTRICT(S)

9th Congressional District

AREAS NOT INCLUDED

Non-district area

SECTION IV, POPULATION
12. TOTAL POPULATION 13. URBAN POPULATION 18. RURAL POPULATION
PCT. NUMBER PCT. NUMBER
% % i

SECTION V.

POLICY-MAKING AND PROGRAM AND MANAGEMENT STRUCTURE

15. NAME OF EXECUTIVE DIRECTOR

Walter J. Symons, Ed.D.

16. POSITION TITLE OF OFFICIALS AUTHORIZED TO SIGN JUSTIFICATION OF PROGRAM ACCOUNT AMENDMENT (CAP Form 25b)

Walter J. Symons, Ed.D.

william J. Jefferds, Ed.D.

17. NAME AND TITLE OF PRINCIPAL GOVERNING OFFICIAL

william J. Jefferds, Ed.D., Superintendent

18. TYPE OF BOARD AND NAME OF PRINCIPLE OFFICER
a. [T] CAA GOVERNING BOARD

b. [C]CAA ADMINISTERING BOARD
c. [CJPOLICY ADVISORY COMMITTEE (LPA)
d. [X] GOVERNING BOARD (LPA)

PRINCIPAL OFFICER
" PRINCIPAL OFFICER
PRINCIPAL OFFICER
PRINCIPAL OFFICER

Pernard Pabst, D.D.S., President |

€.

SUMMARY OF BOARD COMPOSITION

CATEGORY OF
REPRESENTATION

TOTAL
NO.

ETHNIC/RACIAL ORIGINS
NO. WITH |
INCOME BELOW
SPANISH VE i
SURN AME. INDIAN OTHER Pol_m’;TY

CAUCASIAN NEGRO

PUBLIC
REPRESENTATIVES

REPRESEN TATIVES OF
THE POOR

REPRESENTATIVES OF
PRIVATE GROUPS

TOTAL

t, PERCENTAGE OF MINORITY MEMBERS ON BOARD

8. PERCENTAGE OF MINORITY POPULATION IN GEOGRAPHIC
AREA SERVED BY THE APPLICANT

Page 20f 3

OEO FORM 303 (TEST)

APR 70
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19. .
Attach a copy of the AA’s Articles of Incorporation or Charter and By-laws. If the AA does not have Articles, 2
Charter or By- laws, submit the establishing laws and rules of organization.

20.

Attach a generalized organization chart for the whole OEO funded program.

21.

If the AA is a CAA with an administering board, describe the division of responsibility between it and the govern-
ing officials. Indicate what authority has been delegated to the administering board.

22.

Describe the relationship between the Principle Representative Board of a CAA or the Goveming Board and/or
Policy Advisory Committee of an LPA on one hand, and the Office of the Executive Director on the other hand.

23.
Describe the relationships and division of responsibilities between the Applicant Agency’s Board or Policy
Advisory Committee and Executive Director on the one hand, and dclegate agencies, area boards and county
boards on the other. Indicate which functions are carried on by these boards and.list the authority which has
been delegated by the Board or Policy Advisory Committee (or Executive Director if so empowered) to specific
other boards.

24,

Describe the method of selecting members to the Applicant Agency Board or Policy Advisory Committee, Area
Boards and County Boards.

2s. (Applicable to LIMITED PURPOSE AGENCIES only ot time of initial funding.)
M CERTIFICATION OF AUTHORITY

1, the undersigned, as a duly licensed attomey at law, hereby CERTIFY that to the best of my information and
belief, the applicant agency has the authority, under applicable principles of law, to carry out the program de-
scribed in this application.

TYPED NAME OF COUNSEL SIGNATURE

ADDRESS

OEO FORM 303 (TEST) APR 70 GSA DC 71.750 Page 3of 3
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Appendlx A

. AMENDED IN ASSEMBLY JULY 16, 1970
AMENDED IN ASSEMBLY JUNE 25, 1970
AMENDED IN ASSEMBLY JUNE 19 1970 .

CALIFORNIA LEGISLATURE—1970 REGULAR SESSION

ASSEMBLY BILL " No. 24715

Introduced by Assemblymen Campbell, Ryan, Arklin, Badham, Barnes,

.- Briggs, Burke, Buzten; Cory, MacDonald, Milias, Monagan, Porter;
. Priolo, Ralph, Russell, Stull, Townsend, Vasconcellos, and Veysey °
( Ceanthor+ Senator Sehmitz Coauthors: Senators Alquist, Burgener,
«..: Qrunsky, Harmer, Richardson, Schrade, Schmitz, and Way )

' REFERRED TO COMMITTEE ON EDUCATION -

. An act to add Chaptef 25 ( cammencing with Section 31175)
to Division 22 of the Education Code, relating to the Ele-
mentary Demonstratwn Scholarsth Act of 1970 '

. LEGISLATIVE COUNSEL'S DIGEST . i

A.B 2471 as amended, Campbell (Ed) Financial support for educa-
tion.

Adds Ch. 2 5 (commencmg with Sec. 81175) to Div, 22, Ed.C.

.Enacts Elementary Demonstration Scholarshlp Act of 1970

. Declares legislative intent re purposes of act. - - .-

- Provides that demonstration scholarship programs shall exist for
seven years. Authorizes one e four school disteiets disirict or group
“of districts of specified a.d.a. to participate in a demonstration program
whereby the district would make educational-scholarships available to
- all' elementary school pupils residing in a demonstration area. Pre-
seribes standards for determining amount of’ scholarship,.‘ Provides that
the scholarship may be used at any school, ineluding private schools,
meeting prescribed standards. Prescrlbes method of computmg a. da
.-of a demonstration distriet. :

Permits demonstration school dlstrlcts to contraet Wlth federal agen-
-cies for demonstration funds. . :

Vote——Ma;onty, Approprlatlon--No Flscal Comm1ttee——Yes
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The people of the State of C’ahforma do enact as follows:

Sretron 1. Chapter 2.5 (commencing with Section 31175)
is added to Division 22 of the Education Code, to read:

CHA.PTER 2.5. THE ELEMENTARY DEMONSTRATION
: SCHOLARSHIP ACT OF 1970

Artlcle 1 General Prov1s1ons '

31175 ThlS chapter shall be known and may be clted as

the Elementary Demonstration Scholarship Aect of 1970,
The Legislature finds that the existing system of state, local .
and federal financial support for public education which
provides for payments to schools rather than to students se-
verely limits the range of educational opportunity available to
the vast majority of students and discriminates against eco-
nomically disadvantaged children who have no alternative ex-
cept to attend the public school system.

The Legislature further finds that the public welfare will
best be served by providing, on a demonstration basis, greater
diversity in educational opportunity by providing elementary
school children with scholarships for education at the schools of

" their parents’ choice, whether public or private.

Therefore, it is the intent of the Legislature to enable one or
more school districts in the State of California to participate
in a federal demonstration program designed to develop and

‘ test the use of education scholarships for elementary school

children.

The purpose of the Elementary Demonstration Scholarship
Program is to develop and test scholarship programs as a way
to inmiprove the quality of education by increasing the level of
academic achievement of the pupils involved by making.
schools, both public and private, more responsive to the needs:
of children and parents, to provide greater parental choice,
and to determine the extent to which the quality and delivery
of educational services are affected by market competition,
The demonstration scholarship program authorized by this
act shall aid students and shall not be used to support or to

‘benefit any particular school.

31176: As used in this chapter: e

(a) ““Local board’’ means the school district govemmg
board contracting with a federal agency to admmlster a dem- .
onstratlon program, BeR

(b) "“‘Demonstration board’’ means the loeal board or an:
other suitable board designated by the contracting federal
agency and approved by the local board. In the event the local
board designates a board other than itself to act as the demon-
stration board, the demonstration board shall have no fewer
members than the local board and no more than twice the
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membership of the local board and shall be representative of
- the population of the participating district . ‘
. (e) ‘““Elementary Demonstration Scholarship Program”
~-means a program for developing and testing the use of educa-

tion scholarships for elementary school children. ‘ ;
(d): ““‘Demonstration area’’ means the area designated by the

- Jocal board for the purposes of a demonstration program. The

demonstration area may include the whole or a part of any
school district, or a combination of districts or parts of dis-
triets. - S S e

Article 2. Establishment and Administration of R
Demonstration Programs T

31180, There is hereby established the Elementary Demon-
stration Scholarship Program, to exist for a period of seven
years commencing upon the effective date of this section.

31181. Sehool A school distriet governing heards board,
or combination of school distriet governing boards, may con-
tract with federal agencies for funds to establish an Elemen-
tary Demonstration Scholarship Program. Ne mere then four
distriets: er groups Omne district, or one group of distriets,

" shall be eligible to participate in the Elementary Demonstra-

tion Scholarship Program. The participating district, or group
of districts, shall have no fewer than 25,000 and no more thag.
200,000 students in average daily attendance in the year pre-
ceding the demonstration project. In no case shall the demon-
stration' area include more than 15,000 eligible resident stu-
dents. The overall population of any demonstration area shall
exhibit heterogeneous demographic characteristics, and shall
include a representative eross section of socioeconomie, cul-
tural, ethnic, and racial elemeints such as is found statewide.
The contract to establish the demonstration program shall be
subject to the review and approval of the California Educa-
tional Research Commission established pursuant to Article 2

(commencing with Section 32011) of Chapter 6 of this divi-
sion. : . .

' 81182. The demonstration board shall control and admin-
ister the demonstration program, and shall adopt rules and
regulations for the efficient administration of the demonstra-
tion program. These rules and regulations shall provide for
the following: -- - : P ‘

(a) The school of attendance shall eertify in writing that the
scholarship recipient was regularly enrolled on the fourth Fri-

‘day after commencement of the semester or quarter, as 'the

ease may be. - - " , :
(b) The scholarship funds shall be expended exclusively:
for the secular education of students. ! _
(e) The dissemination of comprehensive information on all
eligible schools, as defined in Section 31185, to resident parents
in the demonstration area mo later than June 30, 1971, and the
provision of an “‘outreach’’ program to advise all eligible re-
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cipients of the opportunities avmlable to them under the pro-
vistons of this chapter. ,

31182.5. The scholarship funds may be made available for
the school year beginning July 1, 1971, and for each subse-

. quent year of the demonstration; provided that at least six

months prior to the issuance of the elementary demonstration -
scholarshlps the demonstration board has contracted with the

appropriate federal ageney for comprehensive plannmg and .
execution of the demonstration project. K

31183. The demonstration board shall award a scholarshlp :
to each elementary school child residing in the demonstration’
area, subject only to such age and grade restrictions which it
may establish. :

The scholarship funds shall be made availdble to the parents
or legal guardian of a scholarship recipient in the form of a
voucher, drawing right, certificate, or other document which
may not be redeemed except for the educational purposes set
forth in Section 31175 and at a school which satisfies the re-
quirements of Sections 31185 and 31186.

31184. The demonstration board shall establish the amount
of the scholarship in a fair and impartial manner, as follows:

(a) In establishing the amount of the scholarship, special
needs of underprlvﬂeged or handicapped children who would
benefit from speecial services and eonpensatory education may .
be taken into acecount. . .

(b) The scholarships shall be adequate to pay for the full -
tuition of the scholarship recipient in two or more schools in .
the demonstration area. ‘

(e) Adequate provision for the pro rata or mcremental re-
demption of vouchers shall be made. .

31185. The demonstration board shall authorize the parents
or legal guardian of scholarship recipients to use the demon-.
stration scholarshlps at any school in which the scholarship re-
cipient is enrolled which also:

(a) Meets all educational, fiscal, health and safety standards
required by law.

(b) Does not diseriminate against the admission of students
and the hiring of teachers on the basis of race, color, national

' origin, or economic status, and has filed a certlﬁcate with the -

State Board of Education that the school is in compliance with,
Title VI of the Civil Rights Aet of 1964 (Public Law 88-352) ;
and promdes that students from minority and ethmic groups
be admitied in proportion as such students make application;.-
and takes an affirmative position to secure a racially, ethnic..
ally, and socioeconomically integrated student body which
shall, to the greatest possible extent, reflect the racial, ethmic,
and socioeconomic composition of the demonstration area-,

(e) Meets any additional restrictions established. by: the
terms of the federal or state demonstration contract.-

.(d) Is not controlled by any religious ereed, church or see-
tarian denomination except as provided in Sectlon 31186

(e) Is a nonprofit institution. -
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(f) Prowdes public access to all ﬁnanelal and admmlstra-

tlve records and provides to the residents of the demonstration
area comprehensive information, in printed form, on the

.. courses of study offered, curriculum, materials and textbooks,

the qualifications of the teachers, administrators, and para-
professionals employed, ‘the mintmum schoolda/y, the salary
schedules, and such other mformatwn as may be requzred by

. the demonstration board ..

"(g) Provides periodic reports on the progress of the puplls
enrolled as determined by standardized tests including the

_administration and reporting of any statewide examinations

reqmred by law for the pubhc elementary sehools of Cahfor-‘
nia.

(h) - Oﬁers a comprehens1ve course of study in the basic Skill
areas of reading; mathematics; and the English language,
whether as a second language or the language of instruetion.

(i) Maintains a register .of reports, including monthly at-
tendance, and any other information as may be requlred by
the demonstration board. :

(j) Prohibits instruction in unconstltutlonal areas, such as
the violent overthrow of the United States or Cahforma state
government. -

-~ 31185.5. The Legzslature declares that mo school shall be
eligible to megotiate demonstration scholarships unless 4t is
racially, ethnically, and socioeconomically integrated.

31186. In compliance with the constitutional guaranteeof
free exercise and enjoyment of religious profession and wor-
ship, without discrimination or preference, schools may be ex-
empted from subdivision (d) of Section 31185 if they meet all
other requirements for eligibility including the provision in
subdivision (b) of Section 31182,

31187, The local board establishing a demonstration pro-
gram may waive all restrictive or limiting provisions of this
code for the public schools in the demonstration area, Where :

- such provisions relate to the following subjects:

(a) Employment tenure -and dutles of certlﬁcated em-
ployees. o v

(b). Class size.

(e) Contracting. :

(d) Salary schedules. -

- (e) Curriculum. - -~ ep e

- (£) Certification reqmrements P

- (g) Minimum schoolday. = S : - Lo

(h) Percentage - of eurrent expense of educatlon for teach-

N ers salaries.

- (1) Teacher éudes and teacher ass1stants No statutory ﬁ-

;nanclal penalties shall be assessed during the period of the

‘demonstration which are associated with those sections of the
Education Code which may be waived by the local board for
the purposes of the demonstration. . ’
31188.. The demonstration board may: -

(a) Employ a staft' for the demonstratlon board
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1 (b) Receive and expend funds.to support the demonstration
2 board and scholarships for children in the demonstratlon area..
-3 (e) Contract with other government agencies and private
4 persons or organizations to provide or receive services, sup- ..
5 plies, facilities, and equipment. :
6 (d) Determine rules and regulations for use of scholarshlps
7 in the demonstration area.
8 (e) Adopt rules and regulatlons for its own government
.9, . 31188.5. The demonstration board shall annually certzfy
- 10. 4n writing that all schools elzgzble to megotiate vouchers are in
11 compliance with all provisions of this chapter. :
12 31188.7. The meetings of the demonstration board shall be

13
- 14
15
16
17
- 18
19
20
21
22
23

25
2 26
27
28
29
30
31
32
33
34
35

. 36

37

38
39

40

41

42

43

45
46
47
48
- 49
50

51

open to the public, and the residents of the demonstration area
shall be afforded the regular opportunity to express themselves
before the demonstration board.

31189. Any contract executed between a demonstration
board and the federal government to establish an Elementary
Demonstration Scholarship Program shall provide for inde-
pendent research, evaluation, and reporting on the Elementary
Demonstration Scholarship Program authorized by this chap-
ter. The evaluation and reporting required by this section shall
be funded by the contracting federal agency, and shall be per-
formed by an impartial, private or publie, nonprofit institu--
tion, foundation, or university. The research so required shall -
be broadly based and shall draw upon the relevant academie
disciplines and departments such as law, economies, political
science, sociology, anthropology and pedagogy, and shall not
be exclusively undertaken by any one faculty, department, or
discipline.

The research and evaluation shall focus upon the identifica-
tion of measurable change in the progress of students in the
demonstration area, and changes in the type and variety of -
education offerings in the demonstration area.

The research model, and the contractor, shall be subject to
the review and approval of the California Educational Re-
search . Commission established pursuant to Article 2 (com-
mencing  with Section 32011) of Chapter 6 of this division.

Article 3. Attendanoe

31190 For purposes of state and local ﬁnanmal support
the Superintendent of Public Instruction and local officials:
responsible for the allocation of funds to schools in the demon- -
stration area shall compute the average dally attendance mA:-
the demonstration area as follows: e
(a) The average daily attendance in the pubhc schools in

‘the demonstration area for the year immediately precedmg

the demonstration shall be determined; and

(b) The rate of change in average dally attendance in the
demonstration area shall be calculated as the average ner-
centage increase or decrease in public school average daily
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‘attendance in the demonstration area for the five years imme-

diately preceding the demonstration; and ‘
(e¢) The average percentage change as determined in sub-

division (b), shall be multiplied by the average daily attend-

ance as determined in subdivision (a), to identify any change

‘in the number of students. - : :

(d) Any change in the number of students identified in
subdivision (¢) shall be added or subtracted to the number of
students in average daily attendance as determined in sub-
division (a). This number shall be declared to be the average'
daily attendance for purposes of state and local support.

- (e) For the second, and each subsequent year of the demon-:
stration project, the number of students in average daily at-
tendance shall be determined by multiplying the rate of change.
in average daily attendance as determined in subdivision (b)
by the number of students determined to be in average daily. -
attendance in the immediately preceding year, and the produect -
so produced shall be added to the number of students in av-
erage daily attendance in the immediately preceding year to
determine the total number ‘of students in average daily at-
tendance. - ' . : :

31191. The local board shall receive all state, local, and

federal funds allocable to the demonstration area, and shall

transfer these funds to the demonstration board. The demon- -

stration board shall use these funds for the demonstration pro-

gram as provided in this chapter and the terms of the derhon-
stration contract. : ’

Artiecle 4; ‘Construction of Act

31192. The provisions of this chapter shall be liberally
construed with a view to effect its objects and promote its
purposes. . C v

31193. If any section, subdivision, sentence, clause or phrase
of this chapter is for any reason held to be unconstitutional,
such decision shall not affect the validity of the remaining
portions of this chapter. The Legislature hereby declares that
it would have. enacted this chapter and each section, subdivi-
sion, sentence, clause or phrase thereof, irrespective of the
fact that any one or more of the sections, subdivisions, sen-
tences, clauses or phrases be declared unconstitutional.
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Statistical Data on Public School

Pupils in Alum Rock

Actual Enrollment on March 30, 1970: 15,755

Grades: K - 1,933 12.3%
1 -~ 1,900 12.1%

2 - 1,806 11.5%

3-1,778 11.3%

4 - 1,678 10.6%

5 - 1,580 10.0%

6 - 1,569 10.0%

7 - 1,507 9.6%

8 - 1,368 8.7%

15,139 96.1%

Special Education Pupils

636 4.0%
15,755 100.1%

Projected enrollment for 1970-71: 16,194
Number of children receiving AFDC payments 4,200
Annual pupil turnover rate:

(a) at about one-half the schools: 35%
(based on actual study)

(b) at about one-half the schools: 10-15%
(estimate)

Racial breakdown: ., Total minority: 53.8%
Total other: 46.2%.
Minorities
Spanish Surname 43.2%
Negro 8.6%
Oriental 1.7%
American Indian .3%
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APPENDIX C
Alum Rock Elementary School District

September 3, 1970

Possible Financial Arrangements

A HYPOTHETICAL MODEL TO TLLUSTRATE THE PROBABLE COSTS TO ALUM ROCK AND THE OEO :
IN A POSSIBLE FIELD TEST OF A DEMONSTRATION SCHOLARSHIP PROGRAM

Estimated parameters:

1., Total School age population, K -- 8: 17,000.
2. Total public school population, K ~- 8, at start of field test: 16,000,
3, Total nonpublic-school population, K -- 8, at start of field test: 1,000. .

4, Percentage of students defined as disadvantaged: 33.3%.
: (based on estimate of children receiving AFDC aid.)

5. Total cost of basic public education (excluding special programs,
special services and transportation) in the public schools: $10,500,000,
or 3650 per pupil.

6. Of the total budget, $2,100,000 represents fixed costs (capital outlays,
maintenance, etc.); and $8,400,000 represents variable costs (salaries,
services, instructional supplies, etc.). Of the $8,400,000 in variable
costs, $2,100,000 is the extent to which variable costs can be
reduced in any single year. ({This assumes that the teaching force can be:
reduced 15% by natural attrition, and 10% through voluntary transfers
to nonpublic-schools participating in the program.)

7. The average basic scholarship for each child: $650.
8. The average scholarship for the disadvantaged child: $950.

9. The average scholarship in the district: 3$750. (This may be more for
seventh and eighth graders, and for children eligible to receive special
services, but these factors are ignored for the purpose of this hypothetical
model.)

10, Assume that the proportion of disadvantaged in the public schools equals’
the proportion in the nonpublic-schools.

EXAMPLE :

Assuming the above parameters, changes in enrollment in the public school
would have the following effect on public school revenues:

Public School Regular Transfer to Scholarship Normal Cost of Gain or
Enrollment Revenue Demonstration Income Operation for Loss
enrollment given Under
Program

Prior to a field test:
16,000 $10,500,000 0 0 $10,500,000 (o}
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DURING FIELD TEST

16,000  $10,500,000  $10,500,000  $12,100,000  $10,500,000
15,000  $10,500,000  $10,500,000  $11,250,000  $ 9,900,000
14,000 $10,500,000  $10,500,000  $10,500,000  $ 9,380,000
12,000  $10,500,000  $10,500,000  § 9,000,000  $ 8,400,000
11,200  $10,500,000  $10,500,000  $ 8,400,000  $ 8,400,000
10,000  $10,500,000  $10,500,000  $ 7,500,000  $ 8,400,000
8,000 $10,500,000 % 10,500,000 $ 6,000,000  § 8,400,000

HYPOTHETICAL EXPENSES FOR ABOVE EXAMPLE «- FIRST YEAR

Expenditures

1.

2.

7.
8.

10.
11.

Cost of basic scholarship for 16,000 children in the
public schools

Cost of special programs, and services (this may be
included in the scholarship fund if the Board determines
that it is feasible.)

Local contribution towards transportation
(amount borne by Alum Rock School District)

Cost of basic scholarship for 1,000 children now in
nonpublic-schools

Cost of incremental payments for the disadvantaged
children

Costs of transportation, federal share (assumes that

one half of the total pupil population requires transportation,

and that the average cost per pupil is $50. This amount may
be included in the vouchers of all children, or a separate
transportation system may be organized.)

($510,000 less 200,000 local shares)

Costs of information and parent counseling program

Added costs of administration (note that public school
administration should be borne by the public schools, and
paid from scholarship funds.)

Costs of insurance against unusual losses in public school
revenue

Evaluation
Costs of identifying the disadvantaged

(amount borne by the OE0)
TOTAL

$1,600,000
$1,350,000
$1,120,000
$ 600,000
0
~(900,000)

-(2,400,000)

$10,500,000

1,800,000

200,000
$12,500,000

650,000

1,700,000

310,000
1,700,000

500,000

(contingency
fund reserved
by OEO)

100,000

100,000
$ 5,560,000
r22900,000
$18,160,000
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NOTE 1:

The cost administration (#8), the extent of the contingency fund (#9), costs of
identifying information and parent counseling (#7), and costs of identifying the
disadvantaged will probably be greater in the first year than in subsequent years
due to initial organizational and start-up costs. Cost of evaluation (#10) will
probably be greater in the final years, when a final evaluation is underway.

NOTE 2:

This budget assumes that during a field test the Alum Rock School District will be
successful in obtaining the same level of state and federal funds that it would .
receive in a normal year. In other words, this assumes that where funds are tied
to average daily attendance figures, government authorities will base their com=
putations on a projected average daily attendance, based on the experience prior
to a field test. It also assumes that the computation will tske into account :
increased costs, inflationary trends, etc. The natural increase in costs can be
shown through an examination of the costs since 1968. 1In 1968~-69, the Alum
Rock School total budget was $9,476,389. If transportation and state-alded
special education funds are deducted, the budget was $8,710,679, or $561.07 per
pupil. In 1969--70, the total budget was $10,464,913; with theé same deductions!
it was $9,784,829, or 3625.79 per pupil. The projected budget for 1970--71 is
$11,326,699; with the same deductions, $10,644,501, or $657.80 per pupil. The
financial section of the enabling legislation will have to provide for increases
in both pupil population and costs per pupil if Alum Rock is to continue to
receive the same amount of S-ate funds as it would in a normal year of operation.
Likewise, arrangements must le made with federal authorities for maintenance of
federal funds at an equitable level.

NOTE 3:

This budget is for the first year of operation only. The school district believes
that in subsequent years, the computation of the basic voucher should increase.
Using the figures presented in note 2 above, basic per pupil costs have 1ncreased
at an average rate of 8.3% per year.

NOTE 4:

For a variety of reasons (ease of transition, to assure children the right to .
remain in their present schools, etc.) the Board may determine to phase in and
out operations. How this will affect the budget depends on the particular pro~-
cedure adopted. For example, the Board could (1) phase in one grade at a tiﬁe,
starting with kindergarten, no vouchers available to new children at higher grade
levels; (2) phase in one grade at a time, beginning with kindergarten, with'
scholarships also available to all new children in the area (The average turn+
over rate is approximately 25% or (3) phase in and out one grade at a time (&
procedure which would extend the demonstration for 17 years if all grades, K--8
participate). If option 2 were adopted, the costs would be less each year, and
would be approximately the following percentage of the costs in the hypothetical
budget.

60-336 O - 71 - pt.2 -8 ;
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Appendix D
PRELIMINARY LIST—ALTERNATIVE NONPUBLIC SCHOOLS IN AND NEAR ALUM ROCK

1. San Jose Free Community School, 582 Blossom Hill Road, operated by
Loren Smith, 344 N. 12th, San Jose, California 94112 (294-1071). The school was
in operation for almost one year (1969) with 12 children. It has not continued
due to lack of funds, but an effort is under way to find funds. !

2. Los Gatos Summerhill School, operated by Mike Connor. 12 children ar
admitted. Mr. Connor’s home serves for facilities. |

3. Community Improvement Center, operated by the Mayfair Neighborhood
Council, Inc., 2039 Cammerer Avenue, San Jose 95116 (259-1424), (contact;
Bob Stroughter) was serving 20 pre-school to third grade pupils (only a few
‘Sp%nish-speaking third graders) for two years. It has not continued due to lack
of funds. ’

4. Tiburcio Vasquez Institute, a planned school for Spanish-speaking children,
K-12. Contact: Greg Rios, Mexican-American Community Services Project, 776
N. 13th, San Jose, California (287-3445). :

5. San Jose Community School, plans have been prepared by Loren Smith
and Richard Bianci. They are seeking funds now for a planned school for 30
to 50 children. They have located a possible donated facility. The school would
be geared to low income children. :

6. St. John Vianney, 4601 Hyland Avenue, ‘San Jose (258-7677), (Sister
Jacqueline Moss, Principal). This is the major non-public school now operating
in the Alum Rock School District. Approximately-600 of its 617 pupils are from
the Alum Rock District. It has grades 1-8. Tuition is $18.00 per month or $180.00
per family per year. L :

7. St. Victor’s School, 3150 Sierra Road, San Jose (251-1740), (Sister Maureen
Lyons, Principal). They have 15 pupils (K-8) from the Alum Rock School
District. :

8. Most Holy Trinity, 1940 Cunningham Avenue, San Jose (259-1010), Sister
Barbara, Principal; they estimate that 250 of their 320 pupils are from ‘the
Alum Rock School District, in grades 1-8. Tuition is $18.00 per family per
month, and there is a $21.00 per child charge for services and supplies. i

9. There are other existing private schools in the area, and several other
individuals interested in operating private schools, were funds available. For
further information contact, Jacque Goldman, Education Switchboard, 1380
Howard, San Francisco 94103. :

10. There may be some public schools outside of the Alum Rock School Dis-
trict that could make some spaces available for scholarship students from Alum
Rock.

Appendix E

CENTER FOR PLANNING AND EVALUATION (CPE), SAN JOSE, CALIF.

What is CPE? . ‘

CPE is a Santa Clara County agency committed to promoting innovative prac-
tices in school districts and in providing direct services to schools in the areas of
individualization of instruction, program/proposal planning and development ;
evaluation; systems applications; program budgeting; management systems;
inservice training of personnel in the education professions; and information
services including literature search and data retrieval as well as systematic
mailouts of relevant information to various groups of Santa Clara County
educators. :

Is CPE an independent agency ? '

No. CPE’s sponsoring agency (LEA) is the Santa Clara County Office of
Education. :

How long have you been in operation?

As the Center for Planning and Evaluation, only since July 1, 1970. For the last
four years we were an ESEA Title I1I Pace Center. :

‘What is your funding source? !

Approximately 209 of our funds come from Title III of the Elementary and
Secondary Education Act. The rest of our operating expenses are met through
performance contracts with districts and other agencies.

Are your activities limited to Santa Clara County ? i

Not necessarily. However, our first responsibility is to local districts. We do
accept contracts outside of the county.
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‘What is the size of your staff?

We have seven full-time professional staff members and three full-time secre-
taries. In addition, we utilize the services of college work-study students, OJT
trainees, graduate interns and consultants.

For more information : Call us at (408) 299-3731.

Executive Director: Dr. Fred Long; Associate Director: Mrs. Marcella Sher-
man ; Assistant Director : Dr. Sanford Glovinsky.

CENTER FOR PLANNING AND EVALUATION OF THE SANTA CLARA CoUNTY OFFICE OF
EpucATION, SAN JosE, CALIF.

The Center Emphasis: Applied Research and Development.

The Center specializes in inservice training of personnel and the development
of a wide variety of educational projects related to planning and evaluation
(critiques, criteria based curriculum materials, designs, educational audits, eval-
uations, literature searches, management systems, plans, reports and studies).

The Center Provides: Direct Services to Districts.

The specialized professional staff, who are available on short notice to con-
sult or trouble-shoot a district’s problems, is backed-up by a strong dissemina-
tion program which emphasizes literature searches and mailings.

Executive Director: Dr. Frederick Long; Associate Director: Mrs. Marcella
Sherman ; Assistant Director : Dr. Sanford Glovinsky.

DESCRIPTION OF SERVICES OFFERED BY PROGRAM 0.0: CENTER ADMINISTRATION

1. Administration Interns:

Distriet staff members might work with Center professional staff in the design
and simulation of models of P.E.R.T. (Program Evaluation Review Techniques) ;
PPBS (Planning, Programming, Budgeting System) ; M.LS. (Management
Information System); and S.I.8. (Student Information System). Interns could
earn collegiate or university credit. Interns would produce a model or conduct
a simulation of a model.

2. Inservice Workshops:

Workshops could be held for district personnel in ‘the distriet’s facilities in
program budgeting, program or project monitoring, development of goal struec-
tures and management information systems.

DESCRIPTION OF SERVICES OFFERED BY PROGRAM 1.0 : INDIVIDUALIZATION OF
INSTRUCTION
1. Learning Materials:

The design of learning materials is the key to the immediate and long-range
success of an individualized continuous progress program. Learning units based
on behavioral objectives will allow revision of objectives, learning activities
and evaluation procedures by statistical means. Compatibility of individualized
learning materials with computer-managed instruction (CMI) makes long-
range planning possible.

‘CPE can provide authoritative orientation to ideas, techniques and resources
relevant to individualization of instruction and learning. Workshops can be
organized for staff orientation, writing of behavioral objectives and design of
learning units.

2. Learning Space:

The design of the learning environment and the way in which it is used
contributes greatly to the success of an individualized continuous progress pro-
gram. Individualization is a dynamic process involving a flow of individuals
from one type of learning space to another. Efficiencies developed through school
plant design or modification will be reflected in improved student involvement
and better staff utilization.

CPE can offer experienced advice in the designing and modification of learn-
ing space to facilitate the individualization of instruections.

3. Operational Strategies:

In an individualized continuous progress program, the demands made by the
individual student on the time and involvement of the instructional staff gen-
erates the need for changes in classroom management procedures. In order to
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proceed as an individual, the student is in constant need of the availability of
learning materials, academic guidance and personal progress information. The
staff must be organized to respond to the various needs of the individual student.
This very likely will involve the use of paraprofessionals. .
CPE can assist in developing operational strategies for individualized instruc-
tion on a classroom, departmental, or interdisciplinary level.
Contact: Mr. Bill Gilmore, 299-3731.

DESCRIPTION OF SERVICES OFFERED BY 4.0 : APPLIED COMPUTERIZED SYSTEMS

1. Inservice Workshops in test development and analysis, evaluation design,
data collection and conceptual level presentation of statistical routines available
for use with District computer. These would mesh with workshops offered by
other programs of the Center.

2. Computer Services: Standard statistical routines (SSP, TSAR, BIOMED).
Major district evaluations or smaller scale research projects on the part of in-
dividual schools or teachers could utilize these data analysis packages. District
personnel could be trained to use the hardware. MIS and SIS systems can be
developed as these skills are acquired. Statistical analysis of data is offered on
a job basis. : :

8. Specialized Research or Programming Tasks: Computer programs to monitor
the attainment of objectives within the PPBS format can be offered. Also, com-
puter programs to simulate the cost of alternative program selections are avail-
able. Evaluation of standardized testing results via item analysis and factor
analysis or predictive studies using multiple linear regression, canonical correla-
tion or multiple discriminant analysis are available.

4. The “hands on” proximity of a district or centrally located computer and
its associated hardware provides an opportunity to offer computer programming,
symbolic logie, finitie math, and statistics as part of the secondary curriculum.
Nearly all college students have at least a single course dealing with machines.
This experience at the secondary level would be desirable. ;

Contact : Dr. Richard Gustafson, 299-3731.

DESCRIPTION OF SERVICES OFFERED BY PROGRAM 5.0: EVALUATION

1. Needs Assessment: A district survey to determine the priority of educa-
tional needs as seen by students, educators, and the public.

2. Curriculum Adoption Simulation: A juidcial-based simulation to uncover
the hidden advantages and disadvantages of adopting a new curriculum. Factors
considered include educational, economic, and political ones. An open explora-
tion of these issues prior to the decision to adopt a new curriculum is a highly
efficient operation. Other simulations involving school reorganization, physical
plant needs, ete., are also possible.

3. Bvaluation of Projects and Curriculum Areas: Emphasis is placed upon pro-
viding information that will serve as the basis for decision making for improving
the project/program; such evaluation should also provide an understanding of
the factors related student success in the project or curriculum areas. :

4. School District Evaluation System: This activity would attempt to initiate
or strengthen a system for monitoring the operations and student outcomes of
the school district. This could include: a review of the testing program, exami-
nation of the system for reporting student progress to parents and other educa-
tors, and a review of the instructional outcomes of various curriculum ateas.

5. Educational Audit Services: This service will provide an independent review
of the district’s or project’s operations. It will examine particularly the validity
and effectiveness of the ongoing evlauation.

6. Inservice Workshops in Evaluation: These workshops can cover topics such
as developing and using behavioral objectives, purposes for evaluation, under-
standing and using standardized tests, developing better teacher-made tests, use
of observational and unobstrusive measures in evaluation, grading practices, or
other topics of particular interest to teachers, administrators, or involved laymen.

7. Self Bvaluations: Assisting the district in developing a self-evluation system
for students, teachers, and adminstrators. ‘ ‘

Contact : Dr. Thomas Owens, 299-3731.
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DESCRIPTION OF SERVICES OFFERED BY PROGRAM 7.0 : PROPOSAL DEVELOPMENT

1. The Center can assist potential applicants for state and federal funds in
problem analysis, data bank search end retrieval, solution generation, and pro-
gram development as well as the preparation of the prospectus or proposal.

2. The Center can assist in proposal development by providing consultation on
goals, objectives, and activity schedules for the proposed program.

3. Program 7.0 can assist the district in finding appropriate funding sources.

4. A Mini Research and Development Program for o District: This service can
design a program for a District to internally fund teacher-conceptualized research
projects and the development of the guidelines to determine the scope and size
of projects. The Center staff would assist in the screening and preparation of
prospecti and proposals and also provide assistance in the planning and evalua-
tion of the funded projects.

5. The Center can assist in the development of an appropriate evaluation design
for inelusion in the proposal.

8. The Center can assist the District in negotiation of funded projects.

Contact : Mrs. Marcella Sherman, 299-3731.

DESCRIPTION OF SERVICES OFFERED BY PROGRAM 9.0: DISSEMINATION

1. This program would provide for the maintenance of an up-to-date file of
research and development data for all programs of the Center. The search and
retrieval of information on selected topies in response to district requests will
be coordinated with the Santa Clara County Office of Education and the San
Mateo Information and Dissemination Center.

2. Clearinghouse Mailings: This would provide for the duplication of materials
and the development of packages of materials for dissemination by mail or by
delivery to a district. Both current awareness and bibliographic services will be
offered.

3. Inservice Workshops: This service will provide aid in locating and using
educational research tools, techniques of information handling, and insight into
local, regional, and national aspects of research, development, and dissemination
and helps link county educators to all forms of media.

Contact : Dr. Sanford Glovinsky, 209-3731.

Appendix F

SUMMARY OF PROCEEDINGS AND STATEMENTS MADE AT THE AroMm Rock UNION
TLEMENTARY SCHOOL DISTRICT BOARD MEETING, SEPTEMBER 3, 1970

The Superintendent reviewed the background for his recommendation to the
Board and the community that the Alum Rock Union Elementary School District
participate in the Office of Economic Opportunity Feasibility Study of the
Education Voucher Authority.

Miss Patricia Lines and Mr. David Basil, of the Office of Economic Oppor-
tunity, explained the democratic concepts, desired out-comes and hopes for
such a system. Miss Lines, a member of the Center for the Study of Public
Policy, a non-profit research group in Cambridge, Masschusetts, said the district
has the type of racial and economic differences that the Office of Economic
Opportunity had in mind. Miss Lines gave a thorough explanation of aspects of
the voucher system.

Mr. David Basil, a representative of the Office of Economic Opportunity, ex-
plained the voucher system could create a “marketplace in educational oppor-
tunities” and “competition among schools.” This, he said, is thought to be good
by OEO. He said OEO was asking Congress for a resolution of intent to fund
the voucher irial for a five to eight year period. OEO, he pointed out, is only
funded two years at a time.

Mrs. Mildred Robinson, of the NAACP (non-resident), voiced her opposition

to the system but indicated willingness to take part in the Feasibility Study.
Several questions were raised and it was explained that the purpose of the
study was to find some of the answers.
. The President of the East San Jose Federation of Teachers/AFT, James Fritz,
stated that the National AFT was opposed to a voucher system but the local
chapter would go along with this study as long as the community was involved
and informed. i

Mrs. Jan Hille, of the Sun Newspaper, was also present. A copy of her news-
paper report is attached. .
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[From the East San Jose SUN, Sept, 9, 19701

A1LUM ROCK BOARD APPROVES APPLICATION FOR VOUCHER STUDY
(By JAN HILLE)

Application for a feasibility study to determine whether it would be possible
to use educational vouchers to finance schooling in the Alum Rock Union Ele-
mentary District was approved last Thursday by district trustees.

The district asked for $7,920 from the Office of Economic Opportunity, w1th
which it would work with the community and decide whether such a voucher
system could work.

The feasibility study, if approved by OEO, would not commit the district to
the voucher system. Only one school dlstrlct in the United States will recelve
OEO funds for the five-year trial.

Alum Rock, however, has characteristics OEO is seeking in a district trustees
and citizens were told. Miss Patricia Lines, a lawyer and member of the Center
for the Study of Public Policy, a non-profit research group in Oambrldge, Mass.,
said the district has the type of racial and economic differences OEO had in mind.

Miss Lines gave a lengthy explanation of aspects of the voucher system.

She cited three expected advantages to the system.

Ghetto schools, which are usually poorer educationally, will have to ‘be
improved.

Once a parent becomes actively involved in choosing a school, he will probably
remain involved with the school.

And, more experimental schools could be expected, offering a greater vanety

The voucher would be a useful tool to make sure the disadvantaged children
would be diffused throughout a school only, rather than throughout a dlstrlct as
is the case now.

There could be some bad results of the idea, she admitted, but they are taken
care of in the regulations set up by ORO.

For instance, religious instruction could not be included in regular curnculum
since that would violate the First Amendment of the Constitution.

Also, segregation of schools could be controlled. In order to qualify to receive
vouchers, a school must be open to all applicants. If, however, 100 per cent Anglos,
Mexican-Americans or Blacks applied to a school, that school could exist, as long
as it did not have a discriminatory policy against other applicants.

The local Education Voucher Authority (EVA), a local board set up to over-
see the use of vouchers, could, however, determine that all participating schools
must have racial and ethnic balance according to a certain percentage quota.
This would be one option to determine during the feasibility study.

David Bas11 a representatlve of OEO, explained the voucher system could
create a marketplace in educational opportumtles” and ‘“competition among
schools.” This, he said, is thought to be good by OEO.

He said OEO was askmg Congress for a resolution of intent to fund the
voucher trial for a five to eight year period. OBO, he pointed out, is only funded
two years at a time.

The only opposition registered was from a Mrs. Robinson of the National
Association for the Advancement of Colored People.

She said the NAACP had decided to oppose the voucher system on the basis
of staffing. The 200-page report explaining the voucher system makes no allow-
ance for staffing of the administrative center or schools, she pointed out.

Later it was revealed this question would be answered during the feasmlhty
study. She said, however, the NAACP would oppose the feasibility study also,
although it Would be willing to work in the study.

She also said the group felt there was ‘“no way to educate the parents to the
schools.”

Miss Lines countered that education of parents about school offermgs was
required and must be accomplished by whatever means necessary, even door-to-
door contact. ‘

Mrs. Robinson added, however, that some of Alum Rock’s population is mlgra-
tory and this would create parent education problems.

The NAACP was also opposed to having specialized schools at the elementary
level, she said.

Others in the audience also raised questions which would be answered durmg
the feasibility study time also.
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SystEM Is QUIZZED

Several questions about the voucher system were raised at Alum Rock’s

board meeting last Thursday. o
Some were answered there, others will be answered if the feasibility study

is granted.
Schools must comply with basic rules to be eligible for voucher funds. They

include:

No school may diseriminate against pupils or teachers on account of race or
economie status and all schools must demonstrate that the proportion of minority
pupils is as large as the proportion of minority applicants.

Schools must be open to all applicants. Where there are more applicants than
space available, it must admit applicants on a fair and impartial basis. Such
criteria as preference to siblings, children from a particular neighborhood or
children of a particular religious faith are acceptable. Also, a lottery could be
used to choose half the applicants.

The school must accept the certificate of scholarship (voucher) as payment
in full for all education services at the school. No school may require parents
to make additional payments out-of-pocket.

No school may use scholarship money to support religious instruction. Paro-
chial schools may be allowed to participate, providing they keep separate and
adequate accounts for religious activities.

All schools must make information available to parents concerning the school’s
basic philosophy on education, the number of teachers, teacher qualifications,
facilities, financial position, and pupil progress. In short, the schools must provide
sufficient information to enable parents to make a wise decision when they select
a school. .

The school board would still run the schools, although schools would be free
to choose curriculum emphases.

Schools would be charged about 3.2 per cent of their income for administrative
costs of the Alum Rock District. This is based on the current percentage of admin-
istrative costs of the district.

Parents would receive a voucher for $650 basically. If the child were to be
defined as disadvantaged, he would be eligible for a voucher worth $950.

Currently, superintendent Dr. William Jefferds said, students who are involved
in federal programs have about $650 behind them. Those who are not are backed
by about $585.

The $650 basic voucher is a combination of local tax money and state aid funds.

The vouchers will only be good at schools authorized to accept them. . . .
nearly all schools in the Santa Clara Valley would be willing to accept the
voucher.

OEO would provide funds for planning, evaluation, parent education, trans-
portation and other extra costs.

1If only a few parents chose one public school, and there were not enough funds
to support the costs of that school, it could be closed. If the parents wished to
form a private school, they would be eligible to lease the closed facility.

Staff decisions on the type of curriculum to offer in a given school would be
determined during the planning year, if the district were chosen.

The distriet’s plan of a feasibility study includes the following activities:

Establishing procedures for creation of an Education Scholarship Agency.

Assessing the potential for alternative schools in the proposed demonstration
area.

Determining the attitude of the community, parents, teachers and other
relevant groups. )

Resolving legal problems, such as legislation allowing the district to participate,
to transfer funds to ESA and permit non-public schools to receive these funds.

Developing a model for an education scholarship system. This would include
consideration of the regulatory system so that OEO regulations would be followed ;
whether or not the field test should be phased in or out or both ; preparation of a
preliminary report on feasibility and acceptable procedures for identifying the
disadvantaged; determining special arrangements for school personnel; deter-
mining special arrangements and regulations for existing private and parochial
schools ; and developing a preliminary model of an adequate information program,
including parent education and counseling.

Developing a budget for further planning and a tentative budget for the
field test itself. This would include cost estimates of administration, transpor-
tation, information collection and dissemination, special parent education and
counseling, compensatory payments and other items.
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Developing a preliminary plan for accounting procedures in public and non-
public schools. ‘
The feasibility study is projected to take two months, time.

Appendix G
AruM Rock UnioN ELEMENTARY SCcHOOL DISTRICT, SEPTEMBER 1970

The Board passed a resolution on September 3, 1970, to obtain an opinion on
the constltunonahty of the program bill from Oounty Counsel. The leg1$1at1ve
counsel in Sacramento has already written an opinion on AB 2471,

The County Counsel will determine if the proposed State Legislation and
prospective contract with OEO are adequate and conform to the Board’s desires.

ArLuoM Rock UNION ELEMENTARY SCHOOL DISTRICT, SAN JOSE, CALIF.,, SEPTEMBER

The Local Educational Agency named below has authorized me, as its rep-
resentative, to file this application; and such action is recorded in the minutes
of the Board of Trustees Meeting shown below.

EXCERPTS OF MINUTES—SEPTEMBER 3, 1970

Motion was made by Mr. Hoshino and seconded by Mrs. Sakai, that the Feasi-
bility Study Education Voucher System be approved subject to the following
amendments.

1. Appendix F (NeW)

2. Appendix C (Amendment)

3. Appendix G (Resolution to obtain an opinion on the constitutionality of the
program bill from County Counsel.) ;

Date of meeting: Signature of authorized representative | Date signed
9-3-70 9-18-70

Legal name of local educational agency(LEA) Name of authorized

representative

ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT William J. Jefferds

Street address Title of authorized representative
2930 Gay Avenue Superintendent

City or town Zip code County Telephone number
San Jose, California| 95127 Santa Clara 258~4923

Project director Telephone number Congressional district(s)

in which LEA is located:

Ernest J. Paramo 258-4923 !

Chairman Perkins. Our next witness is Dr. Norman Weinheimer,
executive director of the Michigan Association of School Boards.

STATEMENT OF NORMAN WEINHEIMER, EXECUTIVE DIRECTOR,
MICHIGAN ASSOCIATION OF SCHOOL BOARDS, EAST LANSING,
MICH.

Mr. WeinaeiMer. Thank you, Honorable Chairman, distinguished
members of the committee. I am Norman Weinheimer, executive di-
rector of the Michigan Association of School Boards and most recently
former superlntendent of schools in Grand Rapids where we had three
performance contracts.
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I think I would like to speak, naturally, about performance con-
tracting as it affects the Office of Economic Opportunity.

Prior to entering into contracts relative to performance, I had the
privilege to oversee the expenditure of some $8 to $10 million.

Chairman Prrrins. Describe in detail the types of performance
contracts.

Mr. WerNuEIMER. I shall be happy to, sir. I was just about to say that
in my previous experience prior to performance contracting I had the
privilege of overseeing the expenditure of about $8 to $10 million for
compensatory education, and I am kind of enthralled with the amount
of interest, which is a word that has limited meaning, but over also the
$6% million that the Office of Economic Opportunity has made avail-
able for performance contracting.

The results, at least as we analyze them, were quite inconclusive as
to zeroing in on the problem of the young people that we were dele-
gated to educate.

As you may or may not know, I think probably one of the greatest
benefits that we saw in performance contracting was that of taking
away the idea of always working in averages. As long as the average
student performed at the fifth grade level, that was fine, if that was
the fifth grade we were teaching.

‘We never recognized the fact that 50 percent of the children were
less than average and 50 percent were more than average, as far as
tables were concerned.

In performance contracting, the reason we got intrigued in the idea,
we were zeroing in on that child that was not successful. We had rec-
ords to prove that child was not successful. Many of our schools on
the average, if you will excuse the expression, attained a grade level
gain per year of something like three-tenths to four-tenths a year,
which is out of all of the children in the school.

We felt at least there must be some merit if the companies would be
willing to come into a system and say they can provide a program
where they will guarantee 1 year’s level or you don’t pay.

T think the hardest and most difficult for all of us in the institution
of education is the fact that we haven’t been too successful with a great
number of children.

Mr. Chairman, you asked me about some of the programs. I would
be most happy to explain. In our instance, we have three different
kinds of programs. I hadn’t planned on making this type of
dissertation.

Chairman Perrins. We would like to know about your three per-
‘formance contracts.

Mr. WeiNHEIMER. One contract uses all of the materials that are
now available on the commercial market. They use incentives for the
students. Those who perform, they have a contract with the teacher,
or the teacher aid, they will perform this much and that much, and
for that he gets a reward. :

It may be in the form of something, as we say in slang, green stamps.
It may be that he goes to a room where he is able to play a pinball
machine or pool table or listen to music, or some other highly motivat-
ing kind of game.

Another kind of reinforcement that is done by one of the companies
has to do with making available for some children privileges that they
ordinarily wouldn’t have, such as tutoring other children.
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We find, for example, that is one of the biggest interests that students
have. Once they have assimilated information about a particular topic,
they prefer to go back and teach their fellow students who have not
arrived at that particular point.

I think probably the greatest innovation about all of this is that
each child has his own prescription. He is first diagnosed as to what
his problems are. He has his own individual prescription and nobody
wins, the student, the teacher, or anybody else, except as that in-
dividual child succeeds.

I think this is probably the greatest benefit, because prior to th1s
time, as I said before, we worked on averages, and as long as 50 percent
of the kids got it or surpassed what we expected to happen, I think too
often we were satisfied that we accomplished our goals.

I am hoping, however, that even though the fact that the Office of
Education has been involved 1n performance contracting, we don’t
see this go by the way after 1 year’s experience.

I am much concerned that school districts, having come from this
type of institution, and having spent about 29 years of it as an admin-
istrator in public schools, I know that we do not assimilate innovative
practices in 1 year. I am hoping that somehow the Congress does see
fit to at least extend some form of performance contracting for at least
another year so we will be able to bring it into the school system.

I know that the Office of Economic Opportunity has suggested that
we can turnkey after a year, but T also know the institution and how
difficult it is for us to assimilate any new idea.

Consequently, I am hoping that in the wisdom of Congress, and
maybe one little voice, we could see at least some semblance of perform—
ance contracting continued for another year.

I am not suggesting that all performance contracts that are now in
existence—and, by the way, I presume there might be 40 or 50 truly
performance contracting projects in the country, some 18 or 19 that
the Office of Economic Opportunity has, plus some private ones. I am
sure that many of these will be successful.

The thing that bothers me is that sometimes we throw out the whole
project because one or two are not successful. I am always mindful,
coming from Michigan, of the Edsel Ford, and I am sure the chair-
man and members of the committee recognize the success or failure of
the Edsel Ford. But I know the automobile industry did not throw out
thlei idea of the automobile because one or two of their products didn’t
se

So, I think, in parting, I would also like to say that someone has
broached the sub]ect of whether it is proper for the Office of Economic
Opportunity to participate in educational programs. I think probably
they have the greatest concern for the zeroed in group of people who
have the most difficult time making it in the current educational sys-
tem. I think they have a large audience.

If we allow some experimentation, I think that tha,t expemmen‘tatlon
can prove either that some of the systems that have been previously
suggested are successful or unsuccessful, if it is done on an experi-
mental basis.

I would also at least like to throw out one accolade to Mr. Jeffery
Shiller, because I think his department’s experimental design for this
proj ject was something better than I could have conceived, and I know
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that when we get some results, at least we will have an indication of
the direction that education ought to take in the future.

Thank you for this opportunity to talk with you, sir, and the other
members of the committee.

Chairman Perr1ns. Mr. Mazzoli ?

Mr. Mazzorr. Thank you, Mr. Chairman. You were talking about
some of the different types of contracting where they have awards
for their students and incentives for them to perform. Is that what
you mean by performance contracting ?

Mr. WeINHEIMER. No.

Mr. Mazzorr. Is there anything in this where the teacher makes a
contract to teach the children X or Y or Z by 5 or 10 months?

Mr. Wernaemer. This is right. Those are the means by which the
teacher, if you will, is able to motivate the child to make these gains
that have been committed to prior to the start of the school year. We
usually think in terms of most contracts as at least 1-year gain.

Mr. Mazzorr. What has been your experience with teachers who have
worked in this area of performance contracting ¢

Mr. WernaEIMER. The teachers who have been working in the con-
tract itself have been most enthused. We find that they find each day
how far their children have gone that day.

The total concept is different from the usual school setting in that
the child must have—some companies use a 90-percent success and
some use 85-percent success. This is a great thing for those 50 percent
of the students that I was talking about who are always failing, to
have that kind of success. The fact that they know that that chi%(i is
succeeding—we have a lot of dedicated teachers but who are very
frustrated and this gives them the feeling that this is an inner warmth,
and this is what it 1s really all about. T%e money is not as important
in this respect as being successful as a teacher.

Mr. Mazzort. Are these people called teachers in your system?

Mr. WrinariMer. We have teachers and we also have teacher aids.
‘We call them paraprofessionals, who also work with the students.

Mr. Mazzor1. Are these teachers and teacher aids members of any
organized group?

Mr. WeiNnsEIMER. Yes, they are.

Mr. Mazzors. What is their relationship with their group?

Mr. Wernarimer. They are, in this particular instance, in Grand
Rapids, members. They belong to the same teachers’ group as all of
the other teachers do, the union.

Mr. Mazzort. They are considered in good standing then?

Mr. WEINHEIMER. Yes.

Mr. Mazzorr. Is there any disharmony or any tension with respect
to those teachers and teacher aids who are working in this program
vis-a-vis teachers who remain in a regular school system ?

Mr. WernaemMer. No, there hasn’t been, but may I give you some
illustratiton of what some of the spillovers are that sometimes take
place? Two other schools that were not in the project asked if they
could at least have the services made available to them that were being
made available to the school that was in the project. So the board,
at the second semester, did in fact purchase the service without a
guaranteed performance from one of the companies, because the teach-
ers had requested this, and they liked it that well.
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Mr. Mazzorz. What is the sitvation if your contract is not fulfilled,
the contract to teach children a certain amount of information by a
certain time ? ‘

Mr. WeinaeMer. The contractor does not get his money.

Mr. Mazzor1. Now, is he paid in advance and he has to refund the
money, or is he paid at intervals following the assurance that this
level has been achieved ?

Mr. WeinaEIMER. Of the three contracts that we have, two of them
receive no money. One does receive some incidental cost money, but
never to get past a certain level until after the project has been com-
pleted. Two of them receive no money. ‘

Mr. Mazzorr. Are these people doing it for the' gratification or
fulfillment of doing something excellent in teaching? How do they
live for the months until their contract is completed ?

Mr. WeiNaEIMER. Who is this now?

Mr. Mazzort. The teachers. Does the company advance the money
to the teachers to live on until they get theirs from the school board?

Mr, WernaeiMER. Well, the teachers are paid by the school district.
This is a kind of technicality. If you are familiar with the require-
ment fund laws in the local States, the teachers are paid by the school
district ; they are on the salary of the school district, and they are paid
for their services. None of the services for the performance contracts
are paid to them until the end of the year. :

Mr. Mazzorx. Well, I guess maybe I was misunderstanding the pro-
gram. In other words, when the contractor makes a bid with the
school board, it has paid labor, in effect ? In other words, these teachers
are paid anyway? 3

Mr. WeinueiMer. However, if he defaults on his contract, then he
does owe the school district funds. f

Mr. Mazzor1. Let me ask you this, Doctor. What is the reason, at least
to this point—apparently, it has been reasonably successful, interest-
ingly enough, in its results to warrant in your case another year or so.
If you are using regular teachers anyway, why would this be any dif-
ferent than a regular school environment? S

Mr. Wernnemmer. I am glad you asked that question. I think pri-
marily it is because the way the classroom and the learning situation
is organized. For many generations now that I can remember we have
said we individualized our instruction in one form or another, but we
truly haven’t done this. And in the instance of the performance con-
tract that I am familiar with, we find that each child has his own
prognosis, his own diagnosis, and so on. Consequently, he works at
his own level, and he is recorded as being that.

Each day there is a tremendous amount of bookwork, sha,ll we say,
in keeping track of this kind of thing for each child, which we have
not organized, nor have we taught our teachers how to organize their
classroom to do this type of work. i ‘

Mr. Mazzori. A couple of more points, Mr. Chairman, if I could.
One is the performance contracting brings in the aspect of account-
ability, to some extent. This, of course, has been strongly opposed by
many teacher groups, the idea being that education does not stand
by itself and cannot be empirically tested. It is something different.
It can’t be weighed and evaluated. :

Now, what are your teachers saying about that, those who are en-
gaged in the performance contracting? Do they feel that the account-
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ability that is to be required of the contractor, at least, runs contrary
to the professionalism of teaching?

Mr. Wernaeimer. Well, first of all, I guess, I would have to say
that anything new always gives us pause as to whether we think
it, is effective or not. Change becomes difficult sometimes. But I guess
every educator who teaches has to recognize that at the present time
we know that certain children in our schools are not learning how to
read and write, and we aren’t fooling anybody, including ourselves,
whether we be a teacher or not, that they aren’t getting this kind of
education in the fundamentals, if you will.

Consequently, I think it may be far more than it is the account-
ability factor, because the teachers who are in the program are happy
with the accountability, because they can see their own progress, which
is vitally important for self-enhancement, self-image.

Mr. Mazzorr. Do you think this idea of accountability may be more
easily accepted on the part of the regular school system by reason of
this experimentation in it ?

Mr. WeinaEIMER. 1 do.

Mr. Mazzorr. Do you think that the teacher groups might accept
a degree of accountability in the regular teaching environment?

Mr. WeinaemMer. 1 do. I would say that in Michigan I know that
both unions, the Educational Association and the Federation, are both
very diligently working on how they can somehow work some account-
ability into their upcoming contracts, because they know they are
going to be faced with this by local boards of education.

Mr. Mazzort. One final question. Basically, how much of the con-
tract which is bid on is tied up in teacher salaries and how much is
profit?

If you could make any kind of a calculation, I am just curious as
to how much money a contractor can make in this type of contract.

Mr. WeiNHEIMER. We won’t know those figures until the end of
the year. I have a suspicion—and this is strictly suspicion, and I don’t
know—there may be somewhere in the neighborhood of 10 to 20 per-
cent profit—maybe.

I also have a suspicion that there may be some experimentation
going on where the cost of the project will cost the contractor more
than what he is receiving, but this will be his shakedown cruise for
future development.

So we will be having some of those figures at the end of the school
year, hopefully, this summer.

Mr. Mazzor1. Perhaps I can ask one final and last question. They
don’t bid in advance, apparently, as such. The contractor doesn’t sub-
mit a bid to the school board ; is that correct ?

Mr. WrINHEIMER. It can be done this way. In our instance we took
two of the companiesthat already had track records, the third company
being the one with the OEQ. They had track records in private sectors
where they had storefront programs where they were contracting with
parents, and they seemed to have success in raising the grade levels with
those particular children in that particular storefront.

We said if you have something that looks good, OK. We just didn’t
go out for anybody who said, “We have a performance contract, and
we want to bid on yours.” We didn’t go that route.

Mr. Mazzovr1. Thank you, Mr. Chairman.



889

Chairman Perkins. Thank you very much for your appearance here
today.

The committee will recess until 1 o’clock tomorrow afternoon.

(Whereupon, at 2:35 p.m. the committee recessed, to reconvene at
1p.m., Wednesday, April 21,1971.)

(The following material was submitted for the record:)

INSTITUTE OF PUBLIC ADMINISTRATION, :
Washington, D.C., May 4, 1971.
Hon. CARL D. PERRINS,
The House of Representatives,
Washington, D.C.

DEeAR CONGRESSMAN PERKINS : I have noted with great interest the recent testi-
money before the House Education and Labor Committee on the “education
voucher” experiment of the Office of Economic Opportunity.

I strongly support the voucher concept but I urge that it begins by focussmg
on the reading problem. This is described in an article I prepared for the National
Planning Association’s monthly publication “Looking Ahead.”

Yours truly,
SUMNER MYERS,
Director, Urban Systems Studies.

[ Looking Ahead, June 1970]
A NEW INCENTIVE TECHNIQUE—FOR ALL OUR CHILDREN—“THE RI¢HT T0 READ”

The following article results from a program of in-house research studies of
innovation in the public sector undertaken by the Institute of Public Administra-
tion, New York City and Washington, D.C. Mr. Myers, director of the Institute’s
Techno-Urban Studies Program, was @ former director of NPA's Research and
Development Utilization Project. He has served as a consultant on educatwnal
innovations to NPA’s Center for Priority Analysis.

As schools opened across the nation this year, James E. Allen, U.S. commis-
sioner of education, announced a new program which he called “The Right to
Read.” The name of the program underscores the importance of its goal: by
the end of the '70s no child would be leaving school without having learned to
read to the full level of his capability. Has the Nixon Administration done what
it promised not to do—raised expectations with a new slogan? Or does the Office
of Education intend to deliver? Recent developments in remedial reading mow
make it feasible to deliver on Allen’s goal. But some radlcally new admlmstratwe
arrangements would be necessary to do so. Surely it is worth doing.

The present dimensions of the reading problem in this country are shocking.
Although hard numbers are difficult to come by, Federal officials estimate that
at least one-third of U.S. public school children cannot read at their age level.
Somewhere between 8 and 12 million children have reading difficulties so sévere
that they are headed toward functional illiteracy. The problem becomes sharply
evident in the third grade and gets progressively worse through elementary and
secondary grades until it practically destroys the child’s entire school experience,
In New York City, for example, the inability to read at grade level has ibeen
singled out as the most important cause of school truancy and drop-out. High
school students who read at fourth and fifth grade levels simply cannot do: high
school work. What’s more, they leave the system with a functional handicap
that—measured in just earning power—is worse than loss of limb. ‘

In an increasingly technological society, functional illiterates pay a heavy price
for their handicap. Today, 50 percent of the young adults who are unemployed
cannot read well enough to hold a job requiring reasonable skills. And there are
fewer and fewer unskilled jobs. Twenty-five years ago, 30 percent of all jobs were
for unskilled workers ; the figure has fallen to 17 percent today. Current estimates

The views expressed in this article are those of the author and do not necessarily repre-
sent those of NPA. -
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indicate that unskilled laborers will be able to handle only 5 percent of all jobs
in the United States for the year 1975. Thus, functional illiteracy means a national
productivity loss in terms of unemployment among those who cannot read. It also
costs the nation dearly in a number of other ways; for example, in crime, in wel-
fare payments, and so on. While the burden falls heaviest on the functionally il-
literate themselves the social cost they impose on the nation as a whole is so
great that it concerns the TFederal government. Commissioner Allen’s slogan is an
expression of this concern.

This article argues that the Federal government can transform Allen’s slogan
into a reality within a decade by creating a market for the improvement of reading
gkills. In doing so, it would circumvent the educational bureaucracy by shifting
from a services strategy to an income strategy. This would, as Daniel P. Moynihan
suggests, give Federal aid “directly to the consumers of the programs concerned
... thus enabling them to choose among competing suppliers of the . .. services
that the program is designed to provide.” A strategy which focuses on the con-
sumer is particularly appropriate in the case of “the right to read” because rights,
after all, inhere to the individual, not to institutions.

PERSUASIVE FEDERAL ROLE

At present, the Federal role in furthering “the right to read” is largely per-
suasive—‘to collate and systematize the research, to determine how existing
programs are working, and then to beat the drum for improvements,” according
to one official. On the face of it, this seems reasonable. How else might Federal
officials deal with the 19,000 or so independent local school districts? Undoubtedly,
some localities can be persuaded to redirect some of the billions now spent on
education into a massive reading improvement effort. But recent experience sug-
gests that the drums of change—however loud and urgent—will evoke little
improvement in local reading programs and public education in general.

For one thing, the word of successful experiments in reading improvement
simply does not always get around. It may take years before the word of a suc-
cessful experiment in one public school system filters down to teachers in an-
other jurisdiction—unless it happens to be sufficiently dramatic to make a good
news story. But more important, the institutions through which the “right to
read” is presumably to be implemented are almost totally unresponsive to the
needs of reading retardates. Thus, within weeks of the announcement that the
new program would be administered through the existing state and local edu-
cational bureaucracy, a nationwide study found that state and local school au-
thorities were guilty of wasting, diverting and otherwise migusing huge sums
of Federal monies that were supposed to help disadvantaged children.

The study, sponsored by the Washington Research Project and the NAACP,
found that much of the billions in Federal education funds, presumably ear-
marked for disadvantaged children under Title I of the Elementary and Second-
ary Education Act had, in fact, not reached the children for whom they were
intended. Instead, money was channeled through the state offices of education
to schools that didn’t qualify under the law. Local administrators loaded up on
“hardware” at the expense of instructional programs and met their own ideas
of school facility needs instead of the special needs of poor children as the law
specified.

The Title I experience underscores a sad fact of organizational life, Bureauc-
racies—especia'ly large, o'd and successful ones—tend to keep on doing what
they have always done. The educational bureaucracy was originally geared to
serve the needs of children with middle class aspirations. It has done a remark-
able job in that area. For example, it has integrated 30 million immigrants into
the mainstream of American life. Some argue that it is still doing a good job,
and their arguments are not altogether unpersuasive. For example, the publie
schools continue to develop technical manpower which is the root of our pro-
ductivity and economic strength—a point which Servan Schreiber sees as the
basis of the “American challenge” to the European community. But despite these
achievements—even because of them—the public school bureaucracy cannot be
redirected to another more relevant goal, the education of the disadvantaged

poor.
ABSENCE OF ACCOUNTABILITY

The pgblie school system has largely failed to educate disadvantaged children
because it cannot redirect itself to teach a large number of them to read. In re-
cent years, many successful methods have been developed to teach reading. But
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they are hardly used because, as James §. Coleman points out, “The school is
trapped by its own organizational weight—innovations cannot be lightly adopted
by a massive educational system. . . .”” In order to use some of these innovations,
the massive school bureaucracy would have to change its basic educational
philosophy of “come and get it.” Under this philosophy, teachers are supposed
to make knowledge available; pupils are supposed to come and learn. Any con-
nection between the two processes is often coincidental. When children don’t
learn, the system doesn’t correct itself because educators get paid on the basis
of inputs, not outputs. Teachers’ salaries are determined by seniority and other
qualifications, not by how well their pupils learn. Granted, there are many dedi-
cated teachers who feel that if their pupils haven't learned they haven’t taught.
But these are exceptional people, and systems will not usually “deliver the goods”
on the basis of exceptlonal performance by a few individuals. To be assured of
delivery, the people in the system have to be held accountable for delivery.

The absence of accountability is a major obstacle to innovation in the public
schools. Intense pressure has been put on the school administrators to deliver,
usually to no avail. In frustration, some parents are demanding community con-
trol. However, at this writing, community control and similar techniques have
yet to be transformed into classroom accountability. Thus, pressure applied at the
top rarely transmits itself to the classroom and, by and large, teachers continue
to teach the way they have always taught even though the pupils fail to learn.
And, in the absence of accountability, there is little incentive to find a way 'to
get pupils to learn to read—in the classroom where the action has to be.

Of all the subjects taught in the classroom, reading is theoretically one of
the best to incorporate in an incentive program. Because pupil performance can
be measured with reasonable objectivity by standardized tests, readmg improve-
ment can be paid for on the basis of pupil achievement. That is, it can be pald
for like any other good or service—on delivery.

Here again, however, the educational profession is likely to block 1nn0vat10n
On the basis of past experience, for example, it would be naive to think that
teachers would accept a method of payment tied to production, even the produc-
tion of reading skills. Bonus systems are acceptable to managers, sales people,
factory workers, and others, but not to teachers. Teachers have bitterly resisted
merit pay systems under the banners of professionalism and would surely fight
against performance pay systems. Even if there were a chance of winning such
a knock-down, drag-out fight, it would probably rip the schools apart in the
process. It is, therefore, probably not worth trying to introduce an incentive
system in the public school classroom. It is, however, worth going outside 'the
classroom to try it. And the Office of Educatmn has begun to do just that.

Under a new $5 million experimental program funded by the Office of Educa-
tion, private contractors will undertake to improve the reading (and math)
scores of some 42,000 children. In this program contractors are held accountable
for their performance They will get paid according to whether or not the eluldren
do, in fact, improve their reading as measured by agreed-upon tests.

In a typical performance contract, one company, the Dorsett Educational
Corporation, has agreed to improve the reading skills of 400 Texarkana school
children for about $80 per grade level per student. When students learn faster,
Dorsett earns more. According to a sliding scale of payments, for example, if a
student raises his grade level in 60 hours, Dorsett gets as much as $110 for that
pupil. At the same time, if it takes longer for students to improve, Dorsett gets
paid less. For example, if it takes 105 hours to raise the student by one grade
level, the contractor gets only $60. Moreover, if a student doesn’t raise his grade
level at all, Dorsett doesn’t get paid at all. Given this kind of powerful incentive,
Dorsett simply cannot afford to let children continue to fail. And so the children
ftop failing; in faect, according to objective tests, the children are learning

o read.

One swallow, of course, does not make a spring, but there is reason to thmk
that the outcome of similar incentive plans will also be positive. Incentive
plans—Ilike the Dorsett plan—are good as far as they go. But they still depend
on the local school district to initiate and implement them. While such plans
will undoubtedly be adopted by many school districts—almost-120 districts have
already applied to OE for money to do so—most school districts will probably
drag their heels, perhaps for years. In the meantime, the nation’s schools will
doubtless produce another generation of functional illiterates. That generation
mlght be saved by circumventing the public school system entirely to apply a
massive reading incentive program through the private sector.

60-336 O—71—pt. 2——9
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READING VOUCHER SYSTEM

Data from the Dorsett Planning Example indicate how incentive systems
might be applied through the private sector. Somewhat on the order of $100
appears to be a strong enough incentive to get reading contractors to raise a
child’s skill level by one grade. Let’s say that the Federal government appropriates
$100 for each child who was reading one grade below his level, $200 for two
grades, ete. Now suppose the Office of Education issued a voucher to the parent,
guardian or child himself for the amount of money that corresponds to his read-
ing deficiency as established by standardized reading tests. The reading voucher
could be spent on any tutor—professional reading contractor, remedial reading
teacher, college student, or housewife—who would undertake to  improve the
child’s reading level, again as measured by standardized reading tests. But under
the system proposed here, the voucher could be redeemed for cash by the tutor
only if it were certified that the child had, in fact, improved his reading.

The whole process could be completely outside the local bureaucracies if the
certifying agency were in the private sector, too. Under this arrangement, OE
would authorize private groups, such as the Educational Testing Service, to
measure each child’s reading level before and after he began working with a
reading tutor. The testing service would certify that a given level of improve-
ment had been achieved and the tutor would be paid on this basis. The govern-
ment would maintain ultimate control through sample surveys of testing service
performance.

Ideally, reading tutors would get paid only if they achieved results as measured
by the authorized testing services. This would maximize the profit incentive and
put the responsibility for achieving results where it belongs—on the tutor. As a
practical matter, it may be necessary to modify this principle somewhat in order
to attract and keep enough people in the reading business. This is unlikely to be
a serious problem, however, because tutoring is an ideal part-time job, combining
the advantages of “doing good” while making money.

Another option would be for the Federal government to couple a reading
voucher program with its black capitalism program. The Office of Minority Busi-
ness Enterprise could train blacks to teach reading and perhaps finance their
purchase of teaching machines. As ghetto businesses, the black reading tutors
would be likely to attract ghetto children if only because the children live nearby.
In any event, the basic principle of the reading voucher system should not
be watered down to accommodate a parallel program, however worthy. The basic
principle is that the student pays the teacher for good results—not good
intentions. :

If the tutor gets paid on the basis of results, the method for achieving results
can be left almost entirely to him. Upon accepting an applicant, the tutor would
decide how best to bring up the child’s reading score. Maybe he will use com-
puterized teaching machines or maybe he will apply tender loving care. Or
he might choose to inspire the ghetto child with black history or to motivate
him financially by offering to split part of the tutoring fee. The point is that
few, if any, bureaucratic controls would be needed over methods as long as the
tutor got paid on the basis of measurable results.

The reading voucher system proposed above is a scaled down version of the full
education voucher system suggested by Milton Friedman. The latter system would
give tuition money to all children in the form of a coupon. The child’s parents
could enroll him in the school of their choice using the coupons to pay all or part
of the school’s tuition fee. The purpose is similar to that of the reading voucher
system—to promote individual freedom of choice and to encourage school
responsiveness and efficiency. The full voucher system has serious drawbacks,
however. A major problem recognized by its advocates would be the tendency
to encourage segregated schools. But an even more basic defect is that parents—
especially uneducated parents—are unable to tell a good school from a poor one
until it is too late. Advocates of the full voucher scheme would treat this problem
by accrediting schools. But this leads us back to where we are now—paying for
good intentions rather than for good results.

‘Because the full voucher system is such a drastic solution to the publie school
problem, it is unlikely to be implemented within the next decade. It will be argued
that abandoning the public system is like burning down the barn to get rid of the
mice. The argument has some merit. There is reason to think that if the read-
ing problem were solved for the large minority of public school children, the
public schools would be able to serve all its children well. Surely it’s worth a
try. If events should prove that the school system still doesn’t work properly, it
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can then be radically overhauled. In that case, the reading voucher system could
be used as a point of departure for a full-scale educational voucher system. Thus,
there is much to be gained and nothing to be lost by starting to implement a
reading voucher program as soon as possible. i

To sum up, the reading voucher system would seem to have the following
advantages: 1

1. Individuals could act to solve their own problems in their own time with-
out waiting for the local school bureaucracies to act on their behalf. Imple-
mentation focuses on the individual not on institutions, thus giving force to the
concept of “the right to read.” ‘

2. Since the reading voucher scheme would create a large and lucrative
national market for reading improvement, the private sector would respond as
quickly and efficiently as it has in other areas—for example, space. Private
entrepreneurs would actively seek out individuals with reading deficiencies,
hopefully catching the problem in children before it got too severe.

3. Private sector participation in the limited area of reading improvement
would compete with the public schools—thereby stimulating them to do a bet-
ter job—but it would not threaten the very existence of public education, as
would the full voucher program. If reading problems are solved in the private
sector, the public school system will come to function more effectively than at
present.

4. If public schools continued to prove inadequate, however, the reading
voucher program could be used as a step toward a full voucher system. :

5. Because it would operate outside the public schools, the reading voucher
program could easily accommodate those who are nmot in the public schools at
all—for example, parochial school children and drop-outs. The latter group is
particularly important since many of them have dropped out because of read-
ing deficiencies. This group is comprised of older children and young adults
who have “had it” as far as the public schools are concerned. It is almost im-
possible to get them back to school for a second chance. A reading voucher
program would give them a second chance outside the school system and a
third or fourth or fifth if that is what is needed.

6. Because reading vouchers could be turned into cash only if children actu-
ally learned to read, the program is likely to be highly cost effective. For ex-
ample, if the Dorsett contract figures prove generally applicable, the same
amount of money spent annually on Title I—approximately $1 billion—would
increase the reading levels of five million children by two grades. If the reading
voucher system works, the money will be well spent. If it doesn’t, it will cost
only what it costs to administer. In that sence it is a “no lose game.”

7. A final advantage of the reading voucher proposal is that it can be tried
out on a small scale and, if it works, subsequently expanded. A million dollars
appropriated on behalf of the children of a small city would be a good test. If
private enterprise responds by improving the reading skills of, say, 5,000 chil-
dren by two grades, the experiment would be a success. Once proven, the reading
voucher system could be applied as rapidly as funds permitted until “the right
to read” extends to every child in the nation.






ECONOMIC OPPORTUNITY AMENDMENTS VOF 1971

WEDNESDAY, APRIL 21, 1971

Housk oF REPRESENTATIVES,
CommriTTEE 0N Epvcation AND LABOR, ‘
Washington, D.C.

The committee met at 1:30 p.m., pursuant to recess, in room 2175,
Rayburn House Office Building, Hon. Carl D. Perkins (chairman of
the committee) presiding. . -

Present: Representatives Perkins, Scheuer, Mazzoli, and Hansen.

Chairman Perkins. The committee will come to order. A quorum is
present. )

I have been requested to note for the record that Congressman
Steiger of Wisconsin is absent because he is attending the White House
conference in Estes Park, Colo., on youth, the White House Conference
on Youth. f

It is a great pleasure for me to welcome here a group of distinguished
Americans that are interested in improving the standard of living
of poor people. Perhaps inadequate housing is one of the greatest
problems we have in America today. In the district I am privileged
to represent I personally feel it is our greatest problem. We have not
been successful in getting public housing and housing for the elderly
to the extent that I would like to see it done in the area, but we have
done our best in that regard. v

At the same time we have here some projects headed by Mrs. Pat
Gish. Tt has been working out wonderfully well throughout eastern
Kentucky because she has worked diligently and cooperated with all
governmental and state agencies to get something going that is to
some extent fulfilling the needs of our poor people. It is not what the
poor people need by any means, it is inadequate, but everything being
put together it is the best we can do. !

The people are really deeply appreciative. It is a great job that Mrs.
Gish is doing in eastern Kentucky. ' !

I want to call on her as the director of the Eastern Kentucky Hous-
ing Development Corp., and Mr. William Pursell, Mr. Andrew Popoli,
and Mr. George Davis, the director of the Rural Co-op of Wisconsin.
Mr. Popoli is with the Rural Housing Improvement, Westminister,
Mass. William Pursell isdown in North Carolina.

I think each of these directors have witnesses with them. Come
around and, Mrs. Gish, I understand you are going to be the moderator.
Come around and seat yourselves. Bring all of your friends and
assistants around with you and we will get started here.

You may proceed in any manner you prefer.

(895)
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STATEMENT OF PAT B. GISH, DIRECTOR, EASTERN KENTUCKY

- HOUSING DEVELOPMENT CORP., WHITESBURG, KY.; ACCOMPA-
NIED BY WILLIAM PURSELL, RURAL HOUSING DIRECTOR, LOW
INCOME HOUSING DEVELOPMENT CORP., DURHAM, N.C.; ANDREW
POPOLI, EXECUTIVE DIRECTOR, RURAL HOUSING IMPROVEMENT,
INC., WESTMINSTER, MASS.; GEORGE DAVIS, DIRECTOR, RURAL
C0-0P HOUSING WISCONSIN ELECTRIC COOPERATIVE, MADISON,
WIS,; JAMES HUNSAKER, WHITESBURG, KY.; WOODROW SIZE-
MORE, HYDEN, XY.; AND ROBERT WO0ODWARD, WESTMINSTER,
MASS.

Mrs. Gisa. Mr. Chairman, members of the committee:

My name is Pat Gish. I am director of Eastern Kentucky Housing
Development Corp. This agency serves low-income families in four
counties in the Kentucky mountains—Leslie, Knott, Letcher and
Perry—and receives its funds from the Office of Program Develop-
ment of the Office of Economic Opportunity. It is a delegate agency of
the LKLP Community Action Council.

- I would like to tell you about the work we have been doing for the
past 3 years to improve the living conditions of poor mountain
families by making needed repairs to their homes. Our four counties
are situated in the heart of Central Appalachia. They are coal mining
counties which have suffered extreme depression for nearly two dec-
ades. They are the part of Appalachia which drew national attention
and sympathy a few years ago, and their economic and social problems
are so great that no one has yet found a solution to them.’

The insured unemployment rate for the counties as a whole is 9.9
percent, nearly twice the national average. Leslie County has the high-
est unemployment—33.6 percent. Knott County has 17.6 percent, Perry
County has 8.3 percent and Letcher 7.6 percent. These figures show just
the insured unemployment—those who still come to the unemployment
office to register in the faint hope they might be able to find work. The
real unemployment—taking into consideration those who are not in-
cluded in the formal statistics—is estimated by the Kentucky Employ-
ment Security office at 12 to 15 percent.

Housing conditions in the counties are pretty much what you would
expect after 20 years of enforced neglect. Nearly half the housing is
classed by the Census Bureau of deteriorating of dilapidated, and more
than half the homes lack some or all plumbing. Fifty-six percent of all
housing was built more than 80 years ago, and 56 percent of the owner-
occupied housing is valued at less than $5,000. Eighty percent is valued
at less than $10,000.

More than 57 percent of the families in our four counties have annual
incomes of less than $3,000, and nearly half that number have incomes
of less than $1,000 a year. '

The worst housing is occupied by elderly men and women, whose
homes often are literally falling down around them, and by families
with school age children who must depend on public assistance to
stay alive, '

Many people have left our counties during the past 20 years to find
work elsewhere; outmigration during the past 10 years was nearly
25 percent. But large numbers of men past prime employment age and
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lacking in formal training remain in the mountains—too old to leave,
too young to draw public aid, but eager to find dignified work so they
may feed their children and send them to school. _ ;
Mz. Perkins, of course, knows conditions in our area firsthand. His
home is in one of our counties. Several other members of this commit-
tee were in our counties recently in connection with the Hyden coal
mine disaster. I am sure they saw for themselves what a shape we are In.
The work of Eastern Kentucky Housing Development Corp. in-
volves an effort to promote safe and sanitary housing for low-income
families combined with an effort to put older men into meaningful
jobs which will enable them to support their families. :
The Home Repair project involves the combined efforts of several
agencies at the Federal, State, and local levels. Since June of 1968
the Department of Health, Education, and Welfare has granted
$935,910 to the Kentucky Department of Economic Security to be
used in making grants of up to $500 each for the purchase of materials
needed to repair homes of public assistance recipients who own their
own homes. ‘ L
For the first 2 years of the program’s operation grants were limited
to elderly, blind or disabled public assistance recipients. During the
past year the program has been broadened to include homes of families
who receive aid to families of dependent children. The grants are made
under the provisions of section 1119 of the Social Security Act, and
one purpose of the project is to demonstrate the usefulness of that
section. ' J
The Office of Economic Opportunity has awarded $1,163,231 to the
LKLP Community Action Council to be used to employ older men
to do the necessary work to install the materials purchased with the
HEW funds. LKLP delegated the operation of the program to Eastern
Kentucky Housing Development Corp. For the past 3 years we have
employed 69 older men to work on homes in poor or dilapidated con-
dition which are owned by persons receiving public assistance. The
average age of the workmen 1s 56 ; all the men were unemployed when
bheykcame to us for jobs, and most of them had no training in carpentry
work. :
In addition to the funds provided by OEO and HEW, the Farmers
Home Administration of the U.S. Department of Agriculture has pro-
vided loans of up to $1,500 at 1 percent interest to be used for addi-
tional materials when they are needed. In most cases the Department
of Economic Security can raise monthly public assistance checks
enough to take care of the payments on the loans. ‘
The U.S. Department of Labor assigns some of its Operation Main-
stream enrollees to work with EKHDC crews and, in addition, assigns
additional crews to work on homes of low-income families who are not
entitled to the grants. :
Houses to be repaired are picked by a committee in each county
which includes representatives of DES, EKHDC, local health de-
partment, Farmers Home Administration, LKLP Community Action
Council and a public assistance recipient who is not eligible for re-
pair work. The committees act on the basis of survey reports made
by outreach workers of public assistance or the LKLP Community
Action Council, personal knowledge and pictures of the homes. .
A memorandum of agreement approved by the various agencies in-
volved in the home repair program governs the project. '
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Each quarter members of an ad hoc committee representing all
the agencies meet to go over past activities, problems and future
plans. The fall meetings are held in eastern Kentucky. All others are
in Washington, D.C.

During the first 32 months of operation of the Home Repair proj-
ect a total of 1,208 homes has been repaired. By June 30 a total of
1,450 homes will have been completed. Of this total, 1,200 are owned
and occupied by elderly, disabled or blind public assistance recipients
and 250 are owned and occupied by families receiving aid to families
of dependent children.

The 1970 Housing Act passed by Congress permits Farmers Home
Administration loans for home repair to go as high as $3,500 when
addition of a bathroom is included. EKXHDC and the Hazard Area
Vocational School are cooperating in a program of upgrading the
plumbing skills of some EKHDC employees so that the housing
agency can make greater use of available funds to improve living
conditions of the families it serves. The vocational school will provide
teachers and classroom space, and EKHDC will provide tools for the
use of the students.

During the past 2 years the home repair project has cooperated with
the Kentucky State Department of Health and its southeastern Ken-
tucky environmental sanitation project in the installation of ex-
perimental sewage disposal systems in the homes of 20 home repair
grant recipients. The project, financed by the Appalachian Regional
Commission, is still under evaluation and hopefully will result in the
acceptance of some of the experimental systems as answers to the prob-
lem of getting indoor toilets and other sanitation facilities into
mountain homes.

The homes of AFDC families present some problems which were
not encountered in the homes of the elderly. Many AFDC homes are
badly overcrowded, and a principal item in the repairs has been the
addition of bedroom space. But once the space is added, there are no
beds to occupy it.

Steve Edwins, a Robert Kennedy memorial fellow who is working
in eastern Kentucky this year, is a graduate of the Yale University
School of Architecture. He has designed a simple bunk bed, desk and
closet which can be built easily by home repair crews. Mattresses for
the beds can be made of inexpensive foam padding, covered by fabric.
Several of these beds have been built this year. Aides of the public as-
sistance staff of the home repair project have helped by covering the
mattresses or helping mothers of the families involved to make the
covers.

The concentrated employment program in the LKLP area has as-
sisted the home repair project by providing the services of some elec-
trician trainees in the rewiring of some homes.

When the home repair project began, we had ambitions of complet-
ing work on 900 homes the first year. We soon found out that was an
unrealistic goal and work has settled down now to an average of 40
houses 2 month. Many of the houses turned out to be in far worse shape
than we had anticipated. Often our work crews spend more time get-
ting a house in shape to repair than they do in the installation of new
materials. Sometimes the houses are so bad that the homeowner and
the crew elect to tear down the existing structure and use what can be
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salvaged together with what can be bought with the $500 grant to
build a new house. ‘
The home repair program has provided a variety of changes in the
homes of the families involved. It has repaired leaking roofs, built
ramps for persons confined to wheelchairs, installed pitcher pumps at
sinks so water no longer has to be carried from the outside, rebuilt
porches and railings to make them safer, widened doorways so that
wheelchairs can get through, replaced rotting floors, sealed cracks and
installed insulation, underpinned houses, replaced dangerous wiring,
replaced falling or steep steps, installed new windows and doors, re-
paired chimneys and flues, rebuilt privies, installed light switches and
sinks at levels where wheelchair patients can reach them, painted in-
side and outside where necessary and installed drywall. ‘
More than two-thirds of all the houses which have received repairs
are located on paved or all-weather roads, but occasionally crews have
to carry materials up mountainsides by sled or on their backs and in
one instance the materials had to go by boat to reach a family which
has been isolated by the construction of a flood control dam by the
Corps of Engineers. ‘
Pictures of the material being hauled up the lake bank are over in
front of you. :
Recently a crew finished work on the home of an 82-year-old man
and his wife who lived in a house which their son had built for them
about 10 years ago out of poplar poles which he cut from their moun-
tainside farm. The home repair crew installed siding on the house, re-
paired the roof, put new floors in two rooms, built a new chimney,
installed drywall and repaired wiring. f
The crew spent 700 hours of labor on the house, and the materials
were bought with a $500 grant, plus a contribution of $100 from a spe-
cial fund in our grant and $220 from the homeowner. In addition, some
lumber salvaged from a railroad depot was used. The total cost of the
work, including labor, was $2,360. '
That house 1s shown in the bottom over there in the Kentucky pic-
tures, the before and after. .
Chairman Perrns. How much was the cost of that house there, the
house on the left, the costs before and after? ‘
Mrs. Gisa. The before picture is on the left, the after is on the right,
and the total cost of the work was $2,360.
Chairman Prrxrns. Break it down just for the members of: the
committee. :
Mrs. Gisa. $500 for materials, $100 from a special fund which we
have for work that can’t be paid for otherwise, $220 from the home-
owners, some salvage lumber from a railroad depot, and the rest would
be labor, about $1,500 in labor. 1
That man and his wife were warm this winter for the first time in
many years. b
The costs of home repair work generally run from $1,500 to $3,500
a house, including labor and materials. Our experience has shown
conclusively that the $500 grant allowed by section 1119 is not nearly
enough. At today’s prices the repairs would hardly be visible if the
homeowner had to buy both materials and labor from the $500. We
believe that the ceiling on the grants should be raised at least to
$4,500 and that the Federal-State matching formula should be from
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50-50 to 90-10. We also believe that States should be required to make
use of the home repair provisions of section 1119, and that the benefits
should be extended to recipients of social security as well as to public
assistance recipients.

An evaluation of the home repair project by Spindletop Research of
Lexington, Ky., concludes that the program is “highly successful by
most standards” and that similar programs could be developed in other
areas by reproducing the basic design to fit the particular needs and
resources of each situation.

Spindletop concludes “the economic effect alone would be sufficient
to justify * * * widespread adoption” of the project, but added that “the
prime justification is being able to provide immediate assistance to
people for whom a long waiting period could be disastrous.” Spindle-
top pointed out the economic fringe benefits to the communities in-
volved. At least one lumber dealer, employing six men year round, has
built his business on the home repair program, and others have bene-
fited greatly.

We do not pretend that this project is the ultimate answer to the
problem of poor housing in the mountains because there is not enough
money to bring the houses up to standard conditions, but it does serve
as a holding action until something better can be done. Recently I
attended a community meeting connected with the White House Con-
ference on Aging at which a number of elderly women said emphati-
cally that they would not want to tear down their homes and replace
them with new ones, even if new ones should be available. These
women said they needed only some improvements to make their houses
adequate to meet their needs and they mentioned such things as a new
heating system, a good well pump, an added room, and a footbridge to
cross the creek.

I hope there will be some way to put men employed under the new
public service employment legislation to work making such needed
improvements. There is no question that programs similar to the one
we have conducted would work well in most rural areas, and if a way
can be found to suspend code enforcement for a specific period, such a
program could make a difference in urban areas also.

As our project operates now, the men make $1.78 an hour; they
began at $1.60 and have had 5-percent annual raises. They also get
$10,000 group life insurance coverage, hospitalization insurance, sick

" leave and 2 weeks’ paid vacation. For many of them this is the first job
in their lives at which they have earned regular wages and received
the fringe benefits most American workers take for granted.

One man nearly cried recently when he got his vacation pay in
advance. He said he had never before been paid for a day’s work he had
not yet done. '

In addition to the home repair work, EKHDC conducts activities
under another OEO grant related to development of new housing for
low-income families. Because of the good performance of home repair
workmen EKHDC contracted with Charles Moore Associates, archi-
tects and planners, of Essex, Conn., for the design of a low-tech-
nology building system which would permit workers with the capa-
bilities of the home repair crews to build new housing for poor
families. ‘

The firm has designed a panel which is made up of eastern Kentucky
woods, polyurethane foam and wallboard. Tests on the panel are now
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underway in order to obtain a technical bulletin from the Federal
Housing Administration and other Government agencies which have

programs for construction of new housing for low-income tenants.,
EXKHDC hopes to obtain financing for a factory which eventually
could employ the home repair workmen and which the men them-

selves eventually could own and control.

Construction of a prototype house using the panel system is expected
to begin in June. .

With me today are Jim Hunsaker of Whitesburg and Woodrow
Sizemore of Hyden. Mr. Hunsaker, who is 71, left retirement to work
for the Mainstream program and later joined the home repair project.
He is in charge of all crews in Letcher and Xnott Counties. ‘

Mr. Sizemore, who is 56, also worked with the Mainstream program
before coming to work on home repair. He is in c¢harge of crews in
Leslie and Perry Counties. These two men put the program into opera-
tion and are the two persons most responsible for its success. They will
tell you about some of their experiences with the program.

Mr. Hu~nsaxer. When we first got started, there was not too much
enthusiasm among the people because they just couldn’t believe we were
going to come out and do the type of work we have done on their;
homes. Now they are just pouring all over us and want the work done.

I would say that we have made 1,000 old people in our four counties
happier with the things that we have done to their homes and I bring
athousand thanks from these people.

There have been so many favorable comments it would be hard to
know which ones to tell. The project has changed people’s entire way
of living. I see people in town whose houses we have worked on and
they always remember my name and thank me for getting their house
fixed. At least 75 percent of the people will make out some way to buy
extra material or furniture after we finish. o

There are so many houses that people have a hard time getting into
because the steps are gone and the poreh is rotted, and if there is any-
thing these mountain people enjoy, it is their front porch. I would say
we have fixed the porch of just about every house we have worked on.

About the wiring in the houses—they will have 10 appliances on one
circuit and cords running all around the world—the fuses are bridged
over and wired around. We have to completely rewire most houses.

‘We have put complete roofs on at least 75 percent of my houses.

Someone might wonder why we would spend $1,000 for labor and
only $500 for material, but often we have to tear these houses apart
before we can start using the $500.

* At least 90 percent of the houses do not have closets. We usually
build them a closet and these old people especially are proud of them.
Most of them have never had a closet before.

‘We have had many houses with six children in them. Most have only
two bedrooms, and all the kids have to sleep in the same room. I was
in a house the other day where four boys and two girls sleep in the
same room. In that situation we are going to build a new room and put
in some bunk beds. The whole house was only 20 by 24 feet.

One of my crews put in money and bought a new set of dishes as a
Christmas gift for a family whose home they had fixed. “Why, those
younguns didn’t even have a plate to eat off of,” the crew said.

We fixed a house for one 90-year-old woman in Letcher County who
had to go outside to get from one room to another in her house. We cut
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doors so she could get from room to room inside and we built her an
outdoor toilet. She had lived in that house for 40 years and had never
had a toilet of any kind. '

" Let me tell you about the experiences I have had with the crews.

Most of our workers used to be self-supporting people and they have
been brought back until they have a little pride. I can distinguish them
from other men—they just stand head and shoulders above any of the
other programs.

I have got men on my crews that, when they first started working,
to even talk to them about cutting a stairway and a set of steps would
scare them to death, and they wouldn even think about drywalling.
Now most of them know how to cut rafters, stairways, and steps and
we have very near perfect drywall men. They really take pride in show-
ing you what they can do and say “Look what I done.” We have men
who could go on the open market with their drywalling and do as good
as any I haveseen.

You have no idea what the paid vacation does for them. I have had
several of them say to me, “I never had a paid vacation day in my life
before” and they don’t abuse it either. The turnover in men has been
very small. The ones that have left have either been sick or had to re-
tire to keep their social security.

Another thing, the transportation we furnish them means a lot.
Even if they were able to get some sort of job way off, they would have
no way to get there.

All the crew leaders that I hired in the beginning all started with
me and have stayed right with me.

We had an interesting case in Knott County. Carley Hughes, who
works on the home repair project, has an 814-year-old boy with cancer
on the side of his face. They treated one side of his face and got it well,
but now it is on the other side. Blue Cross is paying for all that and he
is in Louisville in the hospital now. Carley said if he had not had the
Blue Cross that his boy would have just laid up at the head of the
hollow and died.

I dread for this program to end for everybody—especially the men
who are working. It would be just the end of the world for them. They
are not able to go into the mines. Most of them are broken down miners
to begin with. And there are no other jobs for them.

Mrs. Gisa. Mr. Sizemore?

Mr. Sizemore. I think the main thing about the recipients is that
fixing their houses has given them a better outlook oun life. They are
actually happier. It has been a therapy for them. Most of them will
say it has been the only real help they have gotten since their pen-
sions. You have to know them to believe the change.

I really don’t think we have been into AFDC cases long enough to
know what effect the home improvements are having on the children,
but the old people have been affected. You can really tell that. Paint-
ing their houses inside and making them clean has meant a lot to these
families, too. I would say over 90 percent of them are keeping them
clean and it was the reverse when we went in.

We have had so many cases which touched me that it is hard to pick
out any one. When we finish working on a house, the people always
give the men one good dinner. They keep coffee for them. They would
feed them every day if we would let them.,
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I don’t think anybody could ever have an experience better than we
had working on Katie Callahan’s house. Mrs. Callahan is a 71-year-old
widow who lives in Leslie County. She takes care of her three mentally
retarded children who are 35, 37, and 39 years old. {

We extended her house 6 feet, made her bedrooms larger, and made
the doors larger for wheelchairs, and we built a front porch so that she
could get the children outside. The southeastern Kentucky environ-
mental health demonstration project worked with us and paid for in-
stallation of a gas-fired incinerator toilet which has been a great help
to her in caring for the children. She only had an outdoor toilet before
that. Because of the work we did Mrs. Callahan can go on taking care
of her children at home for several more years. :

T have one AFDC house with only two beds and a davenport—
six boys and three girls. Their father was on the Mainstream pro-
gram and he was shot and is in a nursing home. There we are going to
build three bedrooms in that house—one for him so he can come
home, one for the girls and bunks for the boys. The Dryhill Woman’s
Club has taken this family on as a project and is helping get some
bedding and other things they need. We built a toilet the first thing.
They don’t have any running water. The father is paralyzed. They
are going to take him home as soon as we get his bedroom finished.

These houses, we work on, were not built right to start with.. We
are working with houses that are full of furniture and people. It is
not like giving you a key to a house and you going in to fix it. If they
could clean their houses out and turn them over to us, we could get
one-third more done. We move all the furniture out of one room
and fix it, then move the stuff back into that room and go on to another
one.

Most of the houses were built in the early 1930’s and some of them
long before that. They are usually boxed houses—vertical siding with
stripg, with no insulation. All the flues are bad and all the wiring
isbad. : ;

The money that the old people’s children have given them should
be stressed. Often the children of an old man or woman who have
moved away from the mountains will contribute money to help buy
materials above what the $500 grant will pay for. Or they will bring
a new linoleum or some other things to improve the house. With a
small special fund in our grant, we have bought stoves—used electric
and coal—and other things people need badly but can’t pay for. |

Another thing, I would like to go right back to the beginning and
put a bath in every house. That would help more than anything. This
is the thing a lot of people want the most—especially the young peo-
ple—although the old people are afraid of a big electric bill.

One of the best parts of the program as far as I am concerned is
what we have done for the men who work on our crews. Having a regu-
lar job has done a lot for the worker. They have more pride and are
regularly employed and we treat them as workers. I think this is help-
ing more than the skills they are learning. Their absence record is the
best of any job I wasever on. ‘

Jim and T were talking about what had made the program succeed.
We think it is the crew leaders and assistant crew leaders. They have
been able to pass on their skills, and they treat their men as fellow
workers and human beings instead of trying to drive them.
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I have had three crew leaders leave. One retired, one quit because
of his health and one quit because he just didn’t like it.

I guess that, without exception, about all of the workers have used
their Blue Cross. That has brought some complaints from the Main-
stream men. The Mainstream men do not have hospitalization—not
even State medical cards—and they work right on the crews with
us and know that our men have it, and you can’t blame them for want-
ing it, too.

Right now we could pick up three times more people to work
in this same age group of 52 or older if we had the money to pay them.
I have men every day coming to me and asking for a job. We have
made a work program out of ours instead of a make-work program.
My crew leaders have their men under control and if we have any
problems, we take care of them.

Our men all take a personal interest in each house they do. They
are real proud of their work. They are doing little things on every
house just out of the goodness of their hearts. While our money was
tight, T have known of them spending their own money for things
families needed. I have crews in Perry County who would go and
get a gallon of paint when they ran out and needed some—put in
925 cents apiece. 1 stopped it because we had otheér money to pay for
the paint, but it went on quite a while before I knew it. :

Mr. Hansex (presiding). Thank you, Mr. Hunsaker.

I wonder if you would, Mrs. Gish, introduce your next witness
who may proceed in any way he wishes.

Mrs. Gisu. Bill Pursell from the Low Income Housing Develop-
ment Corp., in Durham, N.C.

Mr. Pursern. Mr. Chairman, ladies and gentlemen, my name is
William R. Pursell. I am the director of the rural housing program of
the Low Income Housing Development Corp. of North Carolina. The
organization for which I work and which has its headquarters in
Durham, N.C., serves the entire State through both of its two major
programs, the urban housing program and the rural housing program.

The Low Income Housing Development Corp. (LIHDC) was
formed in December of 1966 as a spinoff of the now-defunct North
Carolina Fund. Its purpose is to provide housing for the poor in the
State. It was originally funded by a coalition of the Ford Founda-
tion and the Office of Economic Opportunity.

In the beginning it was designed to deal exclusively with housing
problems in the urban centers of the State. To deal with these prob-
lems, the OEO provided LIHDC with a revolving fund of $300,000 to
be used as front money for the construction of multifamily housing
projects. The organization believes that it has been relatively suc-
cessful in the production of multifamily rental units since to date it
has 758 apartments in the urban-centers to its credit. Permanent mort-
gages for these projects have been provided by the Federal Housing
Administration.

Early in its life LIHDC recognized that it was dealing with only
one facet of a many-faceted problem in that the tremendous demand
for low-income housing in the urban areas was and is directly related,
among other things, to the large influx of poor rural migrants into the
cities. We ascertained that one of the major reasons for this influx
was directly attributable to the lack of decent, sanitary houses in the
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rural areas—houses which were located near job opportunities. The
poor were literally being forced to leave their homes for a variety of
reasons—the constant threat or reality of hunger; chronic or seasonal
unemployment; the lack of decent, adequate housing; isolation, con-
stant debt, and no hope for the future for themselves or their children.
In short, they felt that they had no choice of where to live; they had
to leave their homes for the illusive promises of the cities. The tragedy,
of course, is that the cities were in no position to provide a better
environment than the one left behind. _“
Based upon these theses we surveyed the Nation to discover if any
program was being successfully attempted which could be applied to
the rural housing problems of North Carolina and which we could
adopt for our use. geveral efforts were being made across the Nation.
However, we felt that none were attempting to deal with the problem in
a way or on ascale that could be adapted to make a significant contribu-
tion to the solution of the rural housing problems in our State. In ad-
dition, we felt that any experimental efforts made within our State
could have application far beyond the borders of North Carolina. Due
to the fact that the State is divided into a mountainous area which is
typically Appalachia, an industrial Piedmont much like other indus-
trial/agricultural areas, and a Coastal Plains area typical of other
southern agricultural States, many of the problems encountered and
the solution discovered could be duplicated in other sections of the
Nation. Based upon these presuppositions, the Office of Economic
Opportunity provided a grant in May 1969 for a “pilot research and

demonstration program in rural housing development” (1) to demon-
strate the efficacy of providing decent, adequate low-income housing
for rural families as a means of assisting In reversing the rural-to-
urban migration, and (2) to improve the quality of life for the rural
poor by alleviating the critical housing shortage. In an attempt to
insure that those things learned could be shared with other pre-
dominately rural areas, the grant charged the organization with the
task of the preparation of extensive reports which could be used by
other groups in attempting to produce housing for the rural poor across
the Nation. : o

To implement this program, an additional revolving fund of
$300,000 was awarded. Due to the fact that North Carolina is com-
posed of 100 counties and our resources were limited, it was decided
that one target area composed of several counties in each of the three
geographic regions of the State should be the area in which the pro-
gram would be operative. Following lengthy and detailed analysis
of the State, we selected five counties in the Coastal Plains—east—
three in the Piedmont—central—and five in the Appalachian re-
gion—west—as the target areas. Using a growth center premise, we
chose the target areas on the basis of varying geography, economy,
and population. This growth center premise holds that rural housing
sites which would be an asset rather than a liability to their owners
should be located within a reasonable commuting distance—25 miles—
of towns and cities having numerous employment opportunities for
low-income people. Such locations would provide the possiblity of a
choice between agricultural and/or industrial employment. The centers
of Greenvillle in the Coastal Plains, Lexington in the Piedmont, and
Asheville in the mountains were selected and work was begun.
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The complexity of our task as outlined by the program is evidenced
in the experience to date which has indicated that some of the signifi-
cant causes for the lack of an adequate supply of decent low-income
rural housing include: incomes which are too low to support a mort-
gage even at the lowest possible interest rate of 1 percent; credit
ratings which are so poor that families have difficulty in gaining ap-
proval for either a Federal Housing Administration insured loan or
a Farmers Home Administration loan; and—on the part of those in-
volved in the construction industry—the general lack of experience
and interest in the production of low-income housing, together with
considerable hesitancy to provide “high risk” capital as “front money”
for such housing. In addition, we have discovered a glaring absence of
adequate systems of housing production commensurate with the mag-
nitude of the demand for low-income housing and a total lack of an
adequate system of market aggregation. To compound the problem
even more, the high cost of desirable land and the unavailability
and/or high cost of providing necessary utilities have the potential
of increasing production costs so that the price of houses will far ex-
ceed the capability of the poor to purchase them.

Due to the nature of our grant from the OEO, we are in a unique
position to attempt to deal creatively with the aforementioned prob-
lems. While we recognize that one program in one organization cannot
possibly find solutions to all rural housing problems, it is anticipated
that the ingredients of the problems can be isolated and possible solu-
tions can be discovered and recommended to those bodies which are
in a position to deal decisively with them. Perhaps housing located in
small towns and rural areas which are within reasonable distances to
job opportunities will assist in raising the income level of families to
the extent that home ownership becomes a possibility for the rural
poor. Perhaps revolving, high risk, experimental capital will provide
the impetus necessary for private industry to become more extensively
involved in the production of homes for low-income families. Per-
haps a grant which allows for assistance in the development of pro-
duction systems and realistic systems of market aggregation will assist
mortgage bankers; governmental agencies; and local, nonprofit hous-
ing development corporations to serve the low-income families of this
Nation more effectively. It is the plan of our organization to conduct
experimental work in each of these problem areas.

However, to study and conduct research is not enough. Production
of units as well as creative planning must be an integral part of such
a program. Therefore, we are guided by one basic commitment which
directs all of our efforts: We are determined to produce good quality,
single-family houses in attractive settings near jobs, schools, shopping
facilities, et cetera, for sale to poor families. Poor, for us, is defined
im_s those families whose incomes fall within the OEO poverty guide-

ines.

During the spring of 1970, we entered the production phase of our
operations and, after extensive searches for suitable sites upon which
houses could be built in good-quality community settings, we presently
have under development 28 houses in Brevard, a small, rural town
located in the mountains. These houses are projected to sell for a mini-
mum of $15,900 for a basic three-bedroom house to a minimum of
$16,700 for a basic four-bedroom house. Typically, a family of five
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whose annual income falls between $3,000 and $4,900 will be eligible
to purchase these houses at a rate of interest as low as 1 percent under
the Federal Housing Administration 235 interest credit, home owner-
ship program. Their minimum monthly payments which will include
taxes and insurance will amount to approximately $64 per month for
a three-bedroom house and $67 per month for a four-bedroom house.

In addition to this development, another community located in the
mountains will be built consisting of approximately 80 houses which
are conventionally constructed and which will be financed under the
Farmers Home Administration 502 interest credit program. In the
Piedmont section, a third community composed of an anticipated 60
houses utilizing a panelized housing system will be constructed and
permanent financing will be obtained from the Farmers Home Ad-
ministration. A fourth subdivision composed of 181 houses in the
Coastal Plains section of the State utilizing a combination of modular
and panelized housing is in the planning stage. Finally, it is projected
that a planned community composed of 15 apartment units for the
elderly in conjunction with 25 single-family homes for others will be
built m the Coastal Plains. Therefore, our rural program has a total
of 339 housing units in various stages of planning and development.

What of the future? Once the organization has grown beyond the
demonstration and research phase and once experience has taught how
much money can be generated in land development and construction
loans by the use of the revolving development fund, a period devoted
exclusively to housing production will be entered. Hopefully, locally
based, privately financed, nonprofit housing development corporations
which can profit from our experiences and increase the production of
low-income housing for all of the rural areas of the State will evolve
from our efforts.

What is needed to assist local and statewide groups such as ours in
their efforts to provide adequate, decent, and sanitary housing for our
rural areas? Qur experience to date indicates that a national com-
mitment to provide such housing in a variety of new housing programs
as well as revisions within existing programs must be forthcoming.
In support of this commitment, creative, long-range governmental
planning, bureaucratic flexibility, new and adequate housing subsidies,
high-risk front money, et cetera, should characterize all existing and/
or planned governmental involvement. The true challenge to this Na-
tion lies in its rural areas for these areas are the spawning ground
for the problems of the cities of tomorrow. :

Thank you.

Mr. Haxsen. Thank you very much, Mr. Pursell.

Now, Mrs. Gish, would you present your next witness. ;

Mrs. GisH. The next witness is Andrew Popoli, executive director
of Rural Housing Improvement, Westminster, Mass.

Mr. PoporLr. Mr. Chairman and members of the committee:

I would like to thank you for this opportunity to describe the hous-
ing programs of Rural Housing Improvement, Inc. of Westminster,
Mass. For those of you not familiar with our part of the country, we
are located in the north central part of Massachusetts (see attached
may, addendum I). Our seven-town area has a total population of
33,000 people spread over 246 square miles.

60-336 0—T71—pt. 2——10
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The Office of Economic Opportunity has started something in our
area that would be very difficult, if not impossible, for any other
Government agency to do. The Office of Economic Opportunity has
asked rural people to define their own problems and then propose pro-
grams that would solve these problems. OEO has then provided the
financial backing and the muscle needed for rural people to initiate the
programs which they have proposed. This has been a mighty good
thing for poor families living in substandard housing, housing with
no hot water, inadequate heating, and leaky roofs.

'Rural Housing Improvement, Inc., is a relatively young organiza-
tion that was created by OEO in 1969. In September of 1968 the Office
of Economic Opportunity had invited 56 rural community action
agencies (CAA’s) to participate in a national competition to design
innovative rural programs. From the applications submitted, nine
CAA project plans were selected for funding by OEO’s research
and demonstration division. The research and demonstration division
insisted that the rural poor themselves define their own problems and
then propose programs to solve these problems.

Rural residents of our area came together and listed serious prob-
lems in their towns which they felt needed to be solved. Many long
planning sessions, often lasting into the early morning hours, were
spent identifying problems, selecting priorities, and developing pro-
grams to meet the needs of rural poor people. During these sessions
many problems were identified—Ilack of doctors, dentists, health and
day care facilities; inadequate transportation; and part-time volun-
teer firemen who were too old to climb ladders. The most serious prob-
lem of all, however, was the lack of rental or sales housing for large
low-income families with children.

Most decent apartments were never advertised in the paper. Those
apartments that were listed, very often were restricted “for adults
only.” Homeonwership was even more remote as an alternative for
large low-income families. The high interest rates and the required
downpayments usually priced single-family homes out of the reach
of large low-income families. The shortage was so severe that families
with young children were forced to live in condemned apartment build-
ings with no hot water or bathing facilities and inadequate heating.
Families have lived in these conditions for 20 years without any hope
that things could get better.

In January of 1969, our planning committee submitted a proposal
to the Office of Economic Opportunity. We proposed the establish-
ment of a single-purpose housing agency—Rural Housing Improve-
ment, Inc. This nonprofit corporation would attempt to utilize the
existing low-income housing programs offered by local housing author-
ities, the Federal Housing Administration and the Farmers Home
Administration. Up to this point, these programs were just not reach-
ing the rural poor. It was felt that a single-purpose organization, ad-
quately staffed and financed, was needed to bridge the gap between
people and programs.

After several reviews and field evaluations by the Office of Eco-
nomic Opportunity, our group was selected as one of the nine orga-
nizations who would receive funding from OEOQO. The telegram we
received gave hope to the many low-income families who felt that
this might be their chance to move from substandard housing and live
with their families in standard housing.
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During the last 18 months, Rural Housing Improvement has been
able to implement the housing programs that were so badly needed in
the seven rural towns. We have been able to assist low-income families
in the filling out of housing application forms to the Farmers Home
Administration and the Federal Housing Administration. I have here
one completed application for homeownership to the Farmers Home
Administration, this application totals 40 separate forms. This is one
reason why these rural housing programs have not reached the poor
people they were intended to serve. By helping poor people through
this maze of paperwork, 46 families have either purchased their own
homes or are now living in rehabilitated rental units. Most of these
families moved to these units from slum apartments. One mother, 44
years of age, and her five children moved from living over an aban-
doned garage to a large spacious home with central heat and plenty
of room for her children. At the loan closing, this mother broke down
crying and said this was the best thing that has ever happened to
her in her lifetime. This is what the Office of Economic Opportunity
has meant to this family. ;

In an effort to provide jobs for the unemployed rural people, Rural
Housing Improvement, Inc., started its own construction company in
1970. This construction company has performed the rehabilitation and
new construction work on a nonprofit basis. It was felt that this was
one way to provide the best quality of housing at the fairest possible |
price. This company now has 14 full-time employees, nine of whom
were unemployed when they joined the RHI construction company.
The before-and-after pictures that you see are of a rental unit that
was vacated just prior to the beginning of the rehabilitation work.
The family who moved out of the deteriorated apartment lived in this
for 10 years. The bathroom had no sink or bathing facilities—all this
family ever had was a flush toilet. The attached news article will give
you a more complete idea of what it has meant to this family to move
nto a decent apartment for the first time in their lives. I think this
is very difficult for those of us who live in standard housing to appre-
ciate what it means to move from a slum into a decent place. The
mother states that her biggest problem now is “keeping the kids out
of the shower.” This is what the Office of Economic Opportunity has
meant to this family. P

This is the human impact that has taken place in the lives of our
poor rural families. This is the impact that goes far beyond statistics,
mortgage amounts, construction loans, and jobs completed. This
human dimension of housing encompasses a family’s struggle for a
decent place to live, it encompasses the joy of locating a place where
human beings can live in dignity and maintain their self-respect.
Forty-six families have now secured homes with help from our pro-
grams. This, however, is only a number. It is impossible for us to
understand the true meaning of this without being one of those
families who have moved from substandard housing into decent hous-
ing. Mr. Robert Woodward is one of the 46 families, and like to share
with you his struggle to find a place to live for his family. Thanks to
the efforts of a VISTA volunteer, Mr. Woodward and his family of
15 moved from three motel rooms into a large single-family home,
which he now owns, and Bob would like to share with your commit-
tee his struggle to find a decent place to live in.
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(The addenda referred to follows:)
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63 ELM STREET GETS A NEW LEASE ON LIFE
(By Phiscilla Winehill)

WINCHENDON.—Mrs. Betty L. Prouty says her biggest problem these days is

“keeping the kids out of the shower.”

“All we ever had was a flush toilet.”
For the first winter, the family had been able to sit around their six-room
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apartment at 63 Elm St. without wearing outdoor jackets.

The Proutys used to heat with stoves—one in every room. Now the building
has a forced hot water heating plant with baseboard radiation. New aluminum
storm windows help keep out the wind from Whitney’s Pond nearby.

All the floors are of vinyl tile. The new drywall celhngs are spray-painted to
a surfaced texture. New sheetrock walls are painted in soft, blending tones.

SINKS, CABINETS

The bathroom walls are surfaced with a high-gloss tileboard. The kitchen has
wood wall and base cabinets with built-in double sinks of stainless steel.

All the wiring and ceiling fixtures are new, and each room has several electric
outlets. A thermostat in this and each of the other five apartments controls the
heat individually.

Mrs. Prouty has her washer and dryer in the basement now, giving the family
more room in the kitchen. :

“This makes it so nice, and they’re going to build storage compartments on
one wall,” Mrs. Prouty said. “This used to be Just an old mud cellar. It was
usually half full of water, and you had to crawl in to get to it .

Now a bulkhead makes the cemented basement accessible and convement

Says Mrs. Prouty, “We've lived here 10 years, and I never expected to see tlus
old house fixed up.”

“FAIRY GODMOTHER”

The “Fairy Godmother” responsible for the transformation is Better Housing
Inc. The nonprofit housing corporatlon was formed by 30 Winchendon residents
one year ago to expand housing in Winchendon for low and moderate mcome
families.

The 80-room house at 63 Elm St. is its first venture. Work has moved ahead fon
schedule, and apartments will be ready for occupancy the week of May 2, ac-
cording to Richard F. Robichaud, president of Better Housing. :

‘When Better Housing took over, the Proutys were the only occupants,

The old tenement, built in 1908 by Michael DePantia, is “something of a land-
mark,” Robichaud says. One Winchendon resident recalls the night-long bellow-
ing of cattle that kept her awake when she lived there. Cows no longer bellow in
the nearby freightyard, but 63 Elm St. had “gone to seed,” Robichaud said,
when Better Housing bought it last summer with the help of a Farmers Home
Administration mortgage.

Rural Housing Improvement Inc., federally funded housing organization serv-
ing northern Worcester County, has provided a technical staff to move the Win-
chendon housing project to successful completion. !

Joseph Arsenault of Gardner, the foreman, said the Elm Street tenement
building is “the worst place we've tackled so far.” However, its structural sound-
ness warranted the investment, he says.

PORCHES REBUILT

Substantial renovations will be made to the exterior as soon as weather per-
mits, Arsenault says. In the fall they rebuilt all the porches, patched the roof,
tore down six old chimneys, cut new doors to fire exits and exchanged old ex-
terior doors for a total of 12 new doors, and installed 52 triple-track combina-
tion windows with self-stormg screens, All the inside windows are also new.
New porch lights were put in to come on automatically with darkness, actlvated
by a photoelectrie cell.

All the work comes under federal inspection every two weeks.

The old exterior walls, now clapboarded, will be resurfaced to a height of
eight feet with plywood stained to resemble paneling. Above that, Arsenault will
apply white vinyl clapboards.

As a nonprofit landlord, Better Housing will set rents at the lowest possu)le
level necessary to meet the costs of building operation, maintenance, and prop-
erty taxes. All property acquired by Better Housing will be assessed on the same
basis as other Winchendon property. In its rehabilitated state, formerly dilapi-
dated dwellings will substantially increase their contributions to the local tax
base. Better Housing hopes to renew a number of other structurally sound
properties, according to Robichaud.
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ACCOMPLISHMENTS, 1970-71

Families housed Mortgage amount Source
8 (6 sales) (2 rentals)......_ . $94,500 FHA 235(j}. v v oocoommooaca oo Athol-Clinton Co-Operative Bank.
27 (sales). .o -oo.o.oooo.. $367,320 502 Farmers Home Administration. U.S. Department of Agriculture,
1 (sales family of 16)......_. $17,384 FHA 235()- o oo ooem i Athol-Clinton Co-Operative Bank.
L S, .. $64,800 construction loan_.__............. Orange Savings Bank,
6(rental). . .o $50,000 515 Farmers Home Administration. U.S. Department of Agricuiture.

46 families housed_ ... _.__. $594,004 in mortgages. - ..o ooooooooo.

Mr. Woopwarp. Mr. Chairman and members of the commitee, 1
can only tell you the value of what I have by explaining that which
I did not have at one time. We are a family of 16 just getting by.
. 'We were living in a six-room second floor flat over a three-story build-
ing. This building was sold in the latter part of December 1969.

In January of 1970 the landlady told us that we would have to move
as she wanted two floors for herself. We looked anywhere and every-
where, full time, until there was no other place to look. All agencies,
private, State, and Federal, were contacted to no avail.

The banks insisted on too large a down payment. There was no help
anywhere and there was no place to go.

This brings us to July 16, 1970, a Friday, at 8:30 a.m. in the morn-
ing the sheriff and the moving vans were at our door. A social worker
came at 9 o’clock and was disgusted with everything and told us
that the department washes their hands of the whole affair. The Rural
Housing Improvement, Inc., came and offered to find storage for our
belongings so as to save us some money. This is the first of many
good, good deeds of Rural Housing, Inc.

We drove around until 4:30 and then called a welfare district office
in Worcester. They admitted their people were wrong and called Pitts-
field to rectify that mistake.

At 4:50 in the afternoon of a long weekend the department told
us they would put us in a motel for the weekend, a weekend that
lasted 88 days.

It would seem to me that there is a grave misunderstanding about
who and what these various agencies are dealing with. You are deal-
ing with flesh and blood people, not some unknown in Europe or Asia,
but rather people, small people, unknowing people right here in your
own districts, people who have families, responsibilities, feelings.

Some of these feelings are just plain frustrations. There have been
too many billions spent outside of this country, too many billions spent
on defense, too many billions spent on programs that never reached
the people they are designed to help. Here is a program that does
go out into the masses, it does reach the people, it does work. It is a
good example of something constructive rising up out of the ashes
of neglect and distrust.

It is now the time. Rather, gentlemen, it is almost too late for the
countless numbers of families who need most of all just this form
of mortgage program. With it will come a change, both social and
financial, that will rival anything that has been seen in a long, long
time.

As to my own problem and solution, I am overwhelmed, and this
feeling, this great relief, would not be possible at all except for a very
small group of people, dedicated people, who are making a super-
human effort to alleviate the misery of people who have no place
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to go, no hopes, no ambitions, indeed no reason to try to pull them-
selves up by their bootstraps. ;
I have that hope, that ambition, that reason. Gentlemen, if you
would want an example of the success of this program, look no further
than this speaker and his wife who would dare invade Congress and
try to talk to you gentlemen. "
Thank you. ’ S
M 3 S(gHIEUER (presiding). Mrs. Gish, would you introduce your last
panelist ? : ‘
Mrs. Gisu. The next witness is George Davis, director, Rural Co-op
Housing, Madison, Wis. , .
Mr. Davis. Mr. Chairman, members of the committee, thank you
for giving us the opportunity to describe the unique work we ‘are
doing with a statewide rural housing cooperative in Wisconsin,
probably the only such organization in the Nation. We find that
poverty is a problem in rural as well as urban areas, and we are
trying to do something about it. o
At least 25 percent of the residents in 28 rural Wisconsin counties
live in poverty, according to a study by the National Council on Hun-
ger and Malnutrition. This is about one-third of our counties, and is
based on a family of four earning $3,450 or less each year. Five of
these counties have 30 percent or more of their families living in
poverty. f‘
Rural poverty is evident in a shortage of decent housing, a lack of
employment opportunities at livable wages, a loss of tax base and a
dwindling of population. The outmigration of 19- to 85-year-old people
is most critical, because this bleeds the labor force, making it more
difficult to attract industry. ;
Our cooperative program was established to do something about
the housing shortage, and in this way to help slow outmigration,
making it easier to bring industry into the rural areas, and to help
restore the tax base. ;
We know, for example, of a rural city of 3,000 population where the
chamber of commerce and local leaders worked to get a sizeable
industry into town. However, when the management came to inspect
available housing, they couldn’t find any. The chamber was advised
that the industry would have to locate elsewhere. :
Our cooperative is helping build these needed homes with in-
dividual mortgages financed mainly through the Farmers Home
Administration, which is the principal source of funds for housing in
rural areas. We are working directly for people with poverty-level in-
comes under OEQO guidelines. ‘
We believe these families would not ordinarily be reached by
Farmers Home Administration or any other conventional lending
institution. Most of these people have been hardened by experience
not to expect that any agency will help to solve their housing prob-
lems, or even to show an interest. The only way they have been
reached previously is by the census taker or a survey maker or some
fly-by-night operation with high promises and higher interest rates.
They were suspicious of our program, and rightly so, until we proved
by actual construction that low-cost housing can be available for
low-income families. '
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Some of these people are already homeowners, but of tarpaper
shacks, log cabins or other ramshackle construction. These buildings
generally are beyond repair, with more problems than the owners can
afford. Other families are paying rent to some absentee landlord for
housing that isn’t worth the cost of refurbishing. State officials esti-
mate that there are at least 199,000 substandard or dilapidated homes
in rural Wisconsin including villages and cities with a population of
2,500 or less. ‘

These rural people need economic help, and need housing badly, if
they are to continue living in their present locations. The combination
of unemployment or low-paying jobs and substandard housing can
easily force them to move to urban areas, where their problems will
only be compounded. These people are unskilled for most work that
might be available, and they would only become wards of the city
utterly dependent on welfare.

We are visiting homes where the only running water comes from
a leaking roof, where air circulates around the cardboard in windows,
where doors and screens hang loose on their hinges, where families
sit around in outdoor clothing for warmth in winter, where walls are
bare and floors are dirt or sagging.

The amenities of life are likely to come from a fish pole, a potato
patch, a few rows of corn, a chicken coop and a woodlot. And these
are the amenities they would lose if they are forced to migrate to the
city.
Our program can help these people and their rural areas, so long
as they are employed and not too heavily in debt. We can generally
qualify them for low-interest loans to help them refurbish their pres-
ent homes, buy sound older homes or even build new homes. They must
show ability to repay the loan, pay property taxes, and carry the other
expenses of homeownership.

Needless to say, we cannot help all families. Many of them at poverty
level do not have the resources for better housing, even with sub-
stantial contributions of “sweat labor.” One problem is their lack of
Teady cash or savings to meet unexpected emergencies, whether for
essential home repairs, a needed major appliance, a car that will run,
or perhaps a medical bill.

The only source of immediate credit is the installment purchase or
the finance company, with high-interest rates and mandatory monthly
payments. Then another emergency, or a failure to pay other bills,
and it is back to the finance company for a larger bill-paying loan, re-
finance charges and a higher monthly payment. Once on this tread-
mill. they almost never get out of debt.

Tt is part of our job to heélp work out family budgets to reduce debts,
hopefully to a point where a bank or credit union will assist the fam-
ily. and hopefully to qualify the family for a housing loan.

For all eligible families we make un a complete financial state-
ment, with income, expenses, assets, debts, a planned budget, a list
of references, and a lien search at the county courthouse for a clear
record. Then we can estimate what the family can afford to pay for
a home—whether new construction or older home. We assist the
familv to plan or locate a house that meets with their approval, and
will fit their needs. We help in locating and taking option on a suit-
able lot at a reasonable price. We assist in getting firm bids on a house,
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plus excavating, basement, well, septic system, plumbing and floor
covering—and all at prices close to cost because otherwise the work
couldn’t be done. ) :
We insist on as much self-help as possible, whether in digging the
basement or assisting the carpenter. In all cases, the families take care
of their own painting, staining and landscaping. These types of work
contribute to the value of the property, and help instill the pride of
ownership. With careful bidding, self-help and sometimes mass pur-
chases for several homes in one area, we are saving our homeowners
between $500 and $1,000 per house on construction costs. ‘
Our cooperative was granted a charter in May 1970, and our first
home was built in September. We now have 18 families in good com-
fortable homes and we have 14 ready for construction. By waiting un-
til after May 1, these families will get a tax break, with their first
property taxes not due until January of 1973. These homes are lo-
cated in 12 counties and total loan applications cover 22 counties. -
These people seem to have a completely different outlook on life
when they get their new homes. This could be a reason for two people
from our first homes getting employed at higher salaries. C
There are times when our program can be very frustrating and
time-consuming, but you simply can’t buy the thrill that comes with
seeing a family in a new home, with the pride of the parents and.the
smiles of the children. : ‘
I might say that new home on the right is a home constructed for
just over $15,000 for a family of six children living in an apartment
over a condemned tavern. ‘
The log cabin was occupied by a family with five children and the
are now moved into 2 new home, ‘
The other one down there is one we feel we can refurbish at a cost
of about $4,000. It does not have partitions upstairs where 10 children
sleep and doesn’t have ariy drywall on the walls and is lacking quite a
little siding, but it could be made into a good decent home with a
bathroom.
Thank you.
(The addenda referred to follows:)

‘WiscoNsIN'S RURAL HousiNg DATA BASED oN 1970 CENSUS INFORMATION

1970 Housing Census information is just becoming available. Information now
available gives some indication of the rural housing problem in Wisconsin. The
following is an assessment of the number and percentage of rural housing units
lacking some or all plumbing facilities in Wisconsin. The figures indicate that
the more rural an area, the more likely it is that the housing will not have
adequate plumbing. A house that is lacking plumbing is also likely to have other
inadequacies. In addition, the information of the 1960 Census would indicate that
there are a significant number of houses with complete plumbing that, never-
theless, have other serious deficiencies. ‘

Percent

Number of Number of total

. dwelling  without all which lack

Location units plumbing plumbing

50 pred; y rural ies (out of a total of 72 counties)...... ... 445,947 56, 842 C12.7
7 most rural counties (having less than 5,000 dwelling units)_ ... - 22,781 4,154 . 18.2
State as a whole____ - 1,472,466 101,372 6.2
Milwaukee SMSA___ 449,044 14, 566 3.2
Milwaukee City 4.1

o 246, 065 10, 149 ‘
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fThus, the 50 rural counties have approximately the same number of dwelling
units as the Milwaukee SMSA. However, the rural counties have 4 times as many
units lacking sufficient plumbing.

DATA RELATING T0 HOUSING PROBLEMS IN WISCONSIN
(from “Housing in Wisconsin” report)

From 1960 Census (1970 figures not yet available) :

25% of all housing in Wisconsin substandard }

SMSA’s showed 179 substandard ; remainder of state 32%

199,252 substandard units in places of less than 2,500 population ; 126,479 in
more urban places.

Percent

(substandard)

Milwaukee - 17.5
Madison 16.0
Kenosha - - 16.0
Racine e 14
Ashland - 26
La Crosse. e 24
Marinette — 23
Eau Claire - - 21

One-third of the substandard urban dwellings are in Milwaukee

Note that censuse data figures are probably minimal, not maximal.

From Other Sources Regarding Condition of Structures:

Iowa County Department of Social Services: 36-389 of housing in county
substandard.

Max Anderson Associates: Hurley: 169 poor 259% fair (both categories sig-
nified housing below standard). Edgar: 159 poor 309 fair. Others: 87% poor
and fair,

Social workers survey: La Crosse: 519 of aid recipients living in inadequate
housing.

Overcrowding (1960 Census) : Owner-occupied housing: 8.29% in Wisconsin
overcrowded. Renter-occupied : 10.8% in Wisconsin overcrowded.

But . ..

(2) SEWRPC cites $25,000 as the minimum price of new homes for sale. Over
$210 per month are needed to purchase. Perhaps 30 per cent of Milwaukee area
families can afford‘these.

(b) FHA cites the following as “relatively low rents” in the area: $135—effi-
ciency apartment ; $140—1 bedroom ; $180—2 bedroom.

Close to 40 per cent of families could, therefore, not afford the efficiencies and
one bedroom apartments. Nearly 50 per cent could not afford these “relatively
low” priced two bedroom apartments.

(2) Rural Communities—Looking at five studies made in small communities:

(a) Athens (Marathon County—Population: 856)—New homes cost $20,000.
Older homes, when available, sell for about $15,000. Older apartments range from
$50-$75. Newer ones are from $75-$100 and up. Looking at Marathon County
income levels, it is estimated that: 75% of families could not afford the new
homes. 509 could not afford the older homes. Most could afford an older apart-
ment, if one were available.

(b) Colfaxr (Dunn County—Population : 1,026) —New homes cost $25,000. Older
gomes (five available)—$7,500-$20,000. Rental housing (none available) —$75-

100.

‘Who could afford what? 809% could not afford a new home. 309 could not?
afford the $7,500 home. 809 could not afford the $20,000 home. 25% could not?
afford the $75 per month rent.

(¢) Edgar (Marathon County—Population: 928)—New homes—$15,000-$20,-
000. Older homes (two available)—8$8,000. Rental housing (none available) $90.

Who could afford what? 509%-75% could not afford new homes. 309, could not
afford the two older homes. 259, could not afford to rent. .

(d) Galesville (Trempealeau County—Population: 1,162) —New homes—$16,-
000-$20,000. Older homes (one available)—$12,000. Rental units—homes, $90 (no
utilities) ; older apartments, $75; new apartments, $110.

‘Who could afford what? 55—809 could not afford new homes. 409% could not
afford older home, 409 could not afford to rent a home. 309 could not afford
old apartment. 409 could not afford new apartment.
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(e) Loyal (Clark County—Population: 1,126)—New homes—$20,000. Older
homes—none available. Rents—$100 (with utilities).

‘Who could afford what? 859 could not afford new homes. 509% could not afford
to rent.

The above figures indicate clearly that housing is made available only at prices
higher than a significant portion of families can afford to pay. It should be noted,
however, that the effects are mitigated somewhat by the fact that there are
households owning homes purchased when prices were lower and have either
retired the debt or are doing so at lower rates. Yet, there is no way presently of
knowing how many families are occupying substandard housing or paying dis-
proportionate amounts for shelter. It is known, however, that 25 per cent of Wis-
consin’s housing, up to 40 per cent in many areas, was substandard in 1960 and
being used. 1970 Census figures will be available shortly to determine the present
situation, although scattered recent studies do not indicate significant improve-
ment.

" (b) The present subsidized housing programs have not produced enough hous-
ing to meet the needs. of those who cannot afford market prices and- thereby
rectify this economic maldistribution.

(1) In the Milwaukee area, FHA estimated a need for 4,650 Section 235 and
236 units between May, 1969, and May, 1971. Yet, as of January, 1971, only 1,555
units had been issued firm commitments. Sixty-seven per cent of the demand re-.
mained unmet. The estimated need for rent supplement units was 1,560. Only 136
were provided, leaving 93 per cent of the need wnmet.

(2) In the Superior area, FHA estimated a need for 360 Section 235 and 236
units between July, 1969, and July, 1971. Yet, as of January, 1971, NONE had
been provided, leaving 100 per cent of this need unmet.

Mr. Scareuer. Thank you, Mr. Davis, :

Can any of you tell me whether before you started this, any eﬂ'ort
was made to get FHA financing for low-cost rural homes?

Mr. Davis. How could they get it? Well, actually by the time they
went through all that we go throucrh for them, as Mr. Popoli mentioned
there are about 14 pages, I am ‘afraid that they would not be able
to get the prices that we get on their homes and in many cases even
after we turn in after an application, we may have to bring the price
of the home down before we can get financing to cover the cost of
building the home.

Now we have four homes that we just completed at $12,500 that i in-
clude lot, basement, septic, well, and everything, and if they were up
to $13, 000 we could not have crot”cen financing.

Mr. Pororr. I would like to give a couple of examples.

Mr. Scueuer. The questlon I have is, was any attempt made by
your group to get FHA financing?

Mr. Porort. My group has just recently completed a 235-J rohzubuh-
tation program on eight units in rural areas. It was a very time con-
suming process which also involved a substantial amount of money
prior to closing in order to try to get a good deal on the homes.

We optioned and then purchased with our revolving fund. It took
us about 8 months to prepare the program and 8 months for construc-
tion. I misinterpreted your question before, but I would just like to
comment briefly, if I may, about why OEO groups are necessary in
rural areas.

Mr. Scuruer. Why are they necessary and why can’t you work? I
dont say this in any hostile way, because I have had some experience
myself with FHA and I was a full-time housing developer before I
came to Congress, so believe me when I say I have had my own prob-
lems with FHA. But I have never done anything in the area of rural
housing.
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What was your experience with FHA that led you to the conclusion
that you had to abandon your efforts to finance housing through FHA
and do it. on your own ? )

Mr. Pororr. I don’t understand the question because we have like
our FHA package and everything else we do is under Farmers Home
Administration. But there is a reason why the Farmers Home Admin-
istration wasn’t working adequately in our area. )

Mr. Scueuer. Maybe you could tell me and then maybe Mrs. Gish
would have something to say.

Mr. Pororr. Basically we have had applicants come in the office who
had previously submitted applications to the Farmers Home Admin-
istration 2 or 3 years ago. No. 1, they were lost in this maze of paper-
work, which is 40 forms, some of which they have to complete them-
selves. But one of the main things in our rural areas is that Farmers
Home Administration is a very bureaucratic procedure.

If the people want to complete or do some rehabilitation on a home
or get a cost estimate on a home, the contractors are not interested in
dealing, No. 1, with a low-income family; and, No. 2, with a Govern-
ment program that takes 3 months to get your money. So this was one
_problem. )

The second problem was that when we started processing applica-
tions through Farmers Home Administration in our area, welfare
recipients had adequate income to purchase their own homes.

Now welfare recipients had submitted applications to the Farmers
Home Administration and these were welfare recipients that were
paying $100, $125 a month rent to live in an apartment. These applica-
tions were rejected by the Farmers Home Administration county office
in our area. They were rejected because of a personal bias that these
folks should not be purchasing homes.

So the second thing we have been able to do with a family who was
previously rejected by the Farmers Home Administration is resubmit
the applications——

“Mr. Scuruer. What were the specific reasons they gave you for re-
jecting the applications?

Mzr. Porort. They can’t consider welfare as any form of income, that
it was a gift and therefore it should not be used to purchase a house.
That was a specific reason and yet in their own guidelines it states that
income shall be considered from work, social security, unemployment
welfare or whatever. So this was the reason that many applicants who
needed housing were rejected, because of a bias on the part of the
county office. This is one of the things we have been able to overcome.

Now we have welfare recipients purchasing their own homes who
don’t have a problem with Farmers Home, because they know that
they are there to act as advocates on the part of people who have a
right to live in decency.

Mr. Scururr. May I interject that the OEO was set up to play
exactly that role. Where an existing, entrenched, if you would,
agency—Federal, State or local—was not doing its job in a way that
was responsive and relevant to the needs of the poor, OEO would
develop different models, methods, and systems for doing the job.

It seems to me this is a classic example of the very useful and creative
role that the OEO is playing,
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Mr. Poporr. Right. The third thing is that the Farmers Home Ad-
ministration setup in Massachusetts has three county offices for the
entire State. This means that one county man who operates in our
county takes care of one-third of the entire State, which means that if
an applicant called the Farmers Home Administration office today,
he would give him an appointment in 6 months.

Now one of the things we have been able to do with Farmers Home
Administration is assist them in the preparation of these forms, so
that when a low-income person goes to Farmers Home Adminisfra:
tion, rather than tell this person 2T can’t handle your application for
6 months,” they send them to our organization and we can help make
out the forms.

But T think it interesting that what has happened is that T don’t
feel that rural housing improvement in Westminster is the long-
range solution to this problem. But I do feel that if we can continue
to help Farmers Home expand in our county, that is a loncr-range
answer.

Now one of the things we have been able to do by generating well-
prepared applications is that Farmers Home has realized that their
stafl and their county offices cannot get the job done and cannot meet
the need, so they have hired another county supervisor. So before
we had one with a part-time secretary and now we have two county
supervisors with a secretary and we are continually generating the
loans so that we can have maybe three or four county offices started.

Every year our Farmers Home Administration county office turns
back money that is just unused. So this is just ancther way that we are
able to help.

Mr. Scueuer. That is utterly ridiculous. I can’t think of a more
damning indictment of a Federal agency than to be turning back
money to the Federal Government with the enormous unmet housing
needs right in your county. That is utterly ridiculous.

Mr. Poporr. Another interesting thing is that in the State of Massa-
chusetts the legislature appropriated $37 million for family housing
to be built by housing authorities. This was about 4 years ago. Not one
unit has been built and no dollars have been spent, the money still is
there.

Mr. ScHEUER. Mrs. Gish.

Mrs. Gisn. I think you have to remember that the Federal Housing
Administration is an agency of the Department of Housing and
Urban Development, and that rural housing is a kind of unwanted
stepchild and they treat it that way.

Mr. Scueuer. I think most housing developers would feel that the
main emphasis of the FHA is in suburban housing, that they don’t
much care about central core housing and perhaps they are equally
insensitive to the need for rural housing.

Mrs. Gisu. They have redlined everythmg in Kentucky east of
Winchester, with the exception of Ashland and some larger towns. I
have been working for 5 years to get 50 units of supplement housing
built in Whitesburg and, first of all, they decided there wasn’t any
market for it.

We finally convinced them that we could fill 50 units and just every-
thing, none of the programs are meant to fit the kinds of areas that
we live in. We tried 235, new housing, and they could not find a'lot
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that suited them. We don’t have sewer and water systems and so on
at prices that can come in under the 235 limits. So that is a major
part of it. : :

The FHA director in Kentucky came up to eastern Kentucky to
look over our home repair project last year and he is very sympathetic,
but he said they just simply don’t have anything that will work in our
part of the country. They are helpless when it comes to the kind of
housing we have to deal with. '

Mr. ScuruEgr. I would like to yield my time to Mr. Hansen. Do you
have some questions?

Mr. HaxNsen. I have a question I would like to ask, if I might. It
doesn’t deal with the narrow subject of rural housing as much as it
does the broader underlying problem. v

Let me say, first of all, that I think all of you have made a very
important contribution to these hearings by focusing the spotlight on
one aspect of the decay that we see in rural America in all parts of
the country.

Coming from a rural area, I am aware of the relatively poor con-
dition much of the rural part of our country is in compared to the
cities where we hear a great deal about the urban crisis and it is there
and real and needs to be dealt with. But I think because the problems
in the rural areas are less dramatic, they often escape the attention
of the country and of those who have the opportunity and responsibil-
ity to do something about them.

Therefore I think your testimony here has been particularly helpful.

My question, as I say, relates to the broader underlying problem. I
would like to have whatever response you might care to give. Housing
is a part of the I1;>roblem that the people in rural areas face and, as
you point out, the housing is substandard in so many cases. This is
also true with educational opportunities, with income, with oppor-
tunities for access to health service, and so forth, on almost every
scale you want to pick, the people in the rural part of the country
are worse off than they are in the cities.

This is my question: What would you identify as being the under-
lying cause of the plight that we see in rural America? What is the
major contributing cause to this decline in the rural parts of our coun:
try and what do you see as the basic thrust of the kind of a response
that we have to make not only to deal with the needs of housing to
get better housing, because I think you pointed up some directions, but
to solve the basic problem so that we can have the kind of income, so
we can have the kinds of local institutions, so we can have the kinds
of opportunities that will revitalize our rural America ?

That is a big order, but I think it might be useful to get some spon-
taneous response from you on the record as to the direction you think
we should be looking in, not only this committee, but in the Congress.

Mzr. Pursers. Mr. Congressman, that is a pretty big order as far as
the questioning. I think one of the things that I would respond imme-
diately and off the top of my head, of course, we are all housing people
but we do see many of the things you are talking about by virtue of
being involved in one specific program dealing with one small part of
the problem. I think that from my viewpoint and the types of things
that we have in the State of North Carolina when one recognizes that
so many of the traditional ways of income maintenance have broken
down by virtue of the fact that income from farming itself has gone
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much lower than what it has traditionally been, and the fact that there
is very little effective voice from the rural areas of the poor people.

There are strong farm lobbyists for the big farmers, the agribusiness
people, but as far as the poor man who has traditionally been on the
lower scale of the income level, there is no effective voice and, there-
fore, their voice is not actually heard to the bodies who can make dif-
ferences in the programing. ‘

Somehow or other I think this voice has to be developed, I think that
emphasis on the part of all governmental agencies, including the OEO,
a major emphasis on the rural areas would be one of the best invest-
ments that could be made. I am convinced, as I am sure you are, that
we are not going to really serve the urban problems, we are going to
deal with the symptoms but until we get down to the core problem of
the migration of the people into the cities, we are simply, going to be
putting on bandaids and we had better get to the problem of dealing
with the core poverty in the rural areas. ‘

Mr. Hansex. I would like to underscore that point, because I think
it is very important, and I try to make it whenever I can. One of the
basic causes of the urban problems starts in the rural area and until
we begin to deal realistically with that problem where it exists, we are
not going to find the final solution to the problems in the cities.

Mr. Purserr. Certain sections of our State are attempting to do this
via the attraction of industries into some of the smaller or more rural
areas. This is good as long as we recognize that quite often even when
the industries come in, the income level doesn’t help a whole lot. It
keeps them down on the farm, but it really doesn’t keep them happy.

Mr. Hansen. Does anyone else have a response ? !

Mrs. Gisg. I live in coal mining country. We have probably the rich-
est mineral resources in the country under our feet and yet everybody
above ground or practically everybody is in pretty bad circumstances
and nobody has yet come up with a way that would make the people
who own the minerals and make use of them exploit the opportunities
that are there, pay their fair share of what goes on. 1

It is a kind of a chicken-and-egg situation in our area as well as
other rural areas. You can’t get industry because you don’t have
schools or housing or workers because you don’t-have training and
SO on.

We feel that for the past 8 years we have been operating what, in
effect, is a public service employment project. I have never been able
to see why 1t is that you can’t take these same people and put them to
work at the thing that needs so badly to be done, new housing, roads,
sewers, all the kinds of things that are there, the kind of social inter-
structure that has to be there before things are going to improve.

Certainly there has not been enough attention given to the school
systems. There hasn’t been enough attention given to health programs.
‘Although we are getting health programs, they locate them in town
and forget the people all live out in the country and don’t have any
way to get into town. A

1 guess the basic thing is simply a lack of national commitment to
do anything about people who live in the country. We just'are
forgotten. ‘

Mzr. Pororr. I would like to say in support of what Bill said, when
our rural groups were getting together to establish our program, the



922

competition for these rural funds was limited to rural people. The
reason that this was the case is that there was a correct assumption
that if the rural people who had not developed the sophistication to
apply for Government grants, who weren’t associated with sophis-
ticated social agencies in the cities, they would not stand a chance of
competing. We would not stand a chance of competing with Worces-
ter, with Boston, with Springfield, because the voice in the rural
area just isn’t developed.

I think one of the things that our program has pointed to is that
if there is going to be an impact in rural areas, then there are going
to have to be impact programs initiated and directed just to the rural
areas. I think that if there was, for example, programs made available
to those that want to apply, that the rural areas would never get it.

This is one of the things that enabled the rural people in our area to
get some kind of a break, because just rural people competed. We
could not possibly compete with Boston or cities like that.

Mrs. Gisa. What he is saying makes a big difference in terms of
the revenue-sharing proposals that are going on now. The revenue
sharing in rural areas may as well close their doors and go to sleep
and forget about it. We will lose out totally, we can’t see that will be
of any help at all.

Mr. Hansewn. Is there a totally unsympathetic ear at the State
gapitals? Do they not see what is happening in the rural parts of the

tates?

Mrs. Gisg. The rural people, in particular the rural poor. people,
just don’t have the clout when it comes to going to the capital, at
least they don’t in Kentucky. I assume that is true in other States.

Mr. PurseLL. What we said about the difficulty of rural people hav-
ing a voice on the Federal level is also true on the State levels. The
same cities are there, the States are still very concerned about the
same cities and even in a rural State like North Carolina this is still
very true.

There is not the clout to go; once you are there, there is not the
sympathetic ear to hear.

Mr. Scheuer had to leave and he asked a question a while ago
that I didn’t get a chance to respond to. I wonder if I could at some
moment.

He asked about the use of the Federal Housing Administration
Housing programs. We now have in Bevard—the pictures are up
here—a subdivision under construction that is going to be financed
under the Federal Housing Administration. This is fine. However,
we must recognize that there are many areas within rural areas that
are out in the boondocks that no mortgage banker will touch and
fherl'?fore the Federal Housing Administration cannot work effective-
y there.

Also we must recognize, too, that with all of the problems of the
Farmers Home Administration this is a direct people program in
which loans are made directly to the people and there is not the point
system attached to it. You are talking about a difference sometimes
between as much as $1,200, $1,400 per house less cost than Farm-
ers Home Administration than you are to the Federal Housing
Administration.
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So simply for the economies of it, it is quite often to our advantage
to go through the Farmers Home Administration rather than the
Federal Housing Administration, if you could get approval to be-
gin with. ‘

Mr. Davis. We have a group of people, too, that they do have
jobs. However, the jobs last about 6 months a year, which means
that too many of those families earn $4,000 a year or less, most of
them less, unless somebody can help them through interest subsidy
and helping them to get a home at a price that they could pay, be-
cause it costs more to build in a rural area because the craftsmen
have left and gone to the urban areas and because of the added expense
of moving the machinery and so on this distance. ‘

Take a basement, for example. Your labor costs on a rural base-
ment is about twice what it is in the urban area because they can
build two at about the same length of time they can build one in the
rural area. ‘

Chairman PerrINs (presiding). Are there any further questions?

I have been deeply concerned about the rural areas for 23 years,
even before I came to Congress, and we have debated on this commit-
tee day in and day out about equitable formulas so that the rural
people would share equitably, particularly in all of their school legisla-
tion. I know that the problems of the rural areas in the cities run
hand-in-glove together with the outward migration from the rural
areas to the cities and if we don’t do something about it, this prob-
lem is going to continue to multiply in the cities.

I want to compliment all of you for an outstanding statement,
have several questions to address to you. I think you have made a
contribution to take time out to come here before this committee and
point up the fact that the rural areas are being overlooked insofar as
housing is concerned in this country. It is most disgusting, any com-
munity that makes an application for our public housing, and all the
red tape, and then all the trouble and time-consuming efforts of so .
many people before an application is finally approved. ;

We have been trying to do something about this for years, we have
introduced legislation repeatedly, but we have never yet found a sym-
pathetic ear. We have just done our dead level best.

I recall a few years ago that we had a forerunner to the program
that Mrs. Gish has described and the Farmers Home Administration
got a provision in the law and got a program started and let the Farm-
ers Home Administration renovate some houses in Eastern Kentuck
and Mississippi and other places. Because some people thought that
the program was going to benefit some groups that should not be bene-
fited in 1965 and 1966, the money was completely stripped from the
provision after we got it in the budget and in the Department of
Agriculture. )

So in Kentucky this program was put together, to my way of think-
ing the most wonderful cooperation between the local and State and
the Federal Government. I would like for Mrs. Gish to detail briefly
something about the coordination that has taken place to just put this
program together. o 1

Mrs. Gisa. The Department of Economic Security administers the
$500 grants. A committee of a welfare recipient, a representative of
Economic Security, a representative of Eastern Kentucky Housing,

60-336 0—71—pt. 2——11 !
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a representative of the local Community Action group and the local
Health Department and the Farmers Home Administration meets
once a month to go over applications for home repairs.

The committee acts on the basis of pictures which we have taken of
the houses that are to be repaired on the basis of reports from Com-
munity Action outreach workers who have visited the houses and on
the basis of their own personal knowledge. Once they make the deci-
sions as to which houses are to be fixed, they take bids from three local
suppliers and accept the lowest bid.

When the bid comes back, they give a work order to our people.
Meanwhile our men have been out to help make estimates and so on
to see what kind of repairs are going to be needed. We do the work.

The overall coordination is handled by an ad hoc committee of Fed-
eral, State and local agency representatives, including HEW, Agricul-
ture, Department of Labor, OEO, Farmers Home Administration. I
believe those are the agencies involved.

Chairman Perkins. The project has been limited to the most needy
and next year you will reach out and include the AFDC?

Mrs. Gisa. We are already including AFDC and will include more
next year.

Chairman Perxins. About how many homes will your budget per-
mit in fiscal 1972?

Mis. Gisu. I believe 650 are proposed for next year; AFDC homes.

Chairman Pergins. Mrs. Gish, I was impressed with the observa-
tions you made about the extent of the unemployment in LKLP area,
which was nearly twice the national average. We have all had a great
concern for unemployment in the Nation and we have great concern—
I do—for the unemployment in the district that I am privileged to
represent.

The Congress is presently giving consideration to several approaches
dealing with this unemployment situation. One approach is the public
service employment program that we hope to get out of this commit-
tee next week and to have it through the House within 2 or 3 weeks.

My question is to what extent do you believe the LKLP demonstra-
tion project could be used as a model to provide constructive com-
munity work in making improvements to dilapidated homes of needy
persons in rural areas and, further, are there employment opportuni-
ties in such activities for both home repair workers and para-profes-
sionals, community service agencies in your judgment?

Mrs. Gise. We figured not long ago at the rate we are going, to re-
pair all the substandard housing in our counties would take us 25
years, and that is not counting what gets to be substandard year after
ylear. Certainly there is a need and certainly the opportunities are
there.

There would have to be money for financing the costs of the ma-
terials if public service employees were to do the actual work.

The section 1119 grants don’t apply to everybody, but certainly
farmers home loans could be used and possibly some others.

Chairman Perrins. Do you believe this would be one of the best
ways that we could utilize public service employment in the area where
you have already perfected the model ¢

Mrs. Gisu. Yes, sir; I think we have shown that it is an excellent
way of using public service employees. I also would hope that as these
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men gain experience and skills, they could be put to work on con-
struction of new housing, because you and I both recognize that the
home repair project, as good as it is, isn’t a long-term solution and,
certainly once these men know the skills that they need, they could
then be put into construction of new housing so that there would be a
40-year improvement, say. ;
hairman Periins. I¥ow many people on your particular project
do you employ in your four counties? We have been interrupted so
much I may have not followed every word of the testimony.
Mrs. Gisa. We have 69 employees that are paid by OEO funds.
Chairman Perrins. If you had the funds available and the other
funding to renovate these houses, how many workers could you actually
put to work down there 1n these counties where you have 20- and
25-percent, unemployed ? ) ‘
Mrs. Gisa. We have applications already on hand for at least three
times as many jobs as we have available. Certainly we could use as
many people as we could get. I don’t see any way of meeting the
need over a short period. :
Chairman Perkins. Take a county like McLaughlin County where
you have at least a 40- to 45-percent unemployment rate, I know that
1s a little staggering, but it is true, a project of this type in your
judgment would serve a real purpose in remodeling and renovating
those homes of the poor people under the public service employmentt
statute if we could get it inaugurated; is that your viewpoint?
Mrs. Gisu. Yes, sir. : ;
Chairman Perkins. Now I would like to hear the comments of
others there, the gentleman from North Carolina. I see the picture
above and the one below down there, I take it it is the same home? .
Mr. Purserr. No,sir;itisnot. ;
Chairman Perkins. Tell me how you obtain the funds, your rural
housing program. I want to know just where these funds are coming
om. ‘
Mr. PurseLr. Let me explain the pictures first. \
The top picture is a picture of a group of homes in which people
who will be eligible to buy the houses that we will be producing
presently live; in fact, some of the families we know are very definitely
qualified for purchasing a home. We are in the process now of begin-
ning the subdivision which will be made up of exactly the same homes
that are in the bottom picture. Hopefully in about 3 months from
now we will have a picture of the actual development itself, which
has a revolving development fund from the Office of Economic Oppor-
tunity in the amount of $300,000 that we use as our front money.
With this money we use it for leverage to get construction and
development loans which go in and buy a tract of land in an area
where there is a demonstrated need for the housing itself. We then
go in and we build the houses along with the people who live in the
areas and who will be buying the houses themselves. ‘
In this particular subdivision this will be financed under the FHA
235 program. The others that we have on the drawing board at this
particular point will all be financed under the Farmers Home Ad-
ministration 502 interest credit program.
Chairman Periins. The gentleman from Wisconsin, is that the same
home after it has been remodeled there and how did you obtain those
funds?
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Mr. Davis. The log cabin on the top, as I mentioned before, was
occupied by a family of five children, one room, no running water.
We worked with them for probably 6 months to get some of their
debts cut down to make it possible for us to get financing for them.

Now I think these people need a lot of training. I would just like
to give you another example, one family went out and bought a tele-
vision set because he got a little money ahead because of some over-
time. Immediately his payments were to the point where he could
not build a house, so the only thing we could do was to go down with
him and tell him, now every penny of overtime you get, and he said
he would have some for 8 months, must go into this television set,
and I talked to the banker and the banker said, “If you will get it
down to $190, I will take it on a 2-year loan at 7 percent,” which of
course was a real saving.

We did manage to get the television set down and this summer he
will be in a new home. I think théy need a lot of guidance. They are
not accustomed to handling money because they have never had any.
In addition to that, they have not had a chance to get means of enter-
tainment for their family, and once they see a chance, they will grab
it and forget about the home.

Chairman Prrxixs. We have put written provisions in the bill,
SBA, from which the rural people have benefited so little. So little
has trickled down to them that you could almost count the funds on
your fingers notwithstanding our efforts here over a period of years.
We just could not get any appropriations.

It is the same way with the present rural housing provisions that
we have tried to provide, they have not worked out. I would like for
all of you to put your heads together and if you can help us come up
with a little language here that would strengthen the rural housing
program that we can write in this bill, I think the committee will put
1t in, because we are conscious of the problems in the ghettos and in
the rural areas, every member on this committee.

I think that I personally feel we will be derelict if we don’t do more
than we are presently doing. It has been a real difficult task to obtain
the funds after we write the legislation and the funds just for some
reason are not available to the rural areas.

Unless you “birddog” 7 days a week, you just can’t find anything,
and then very little. It is really a disgusting situation, but it is a
challenging situation at the same time and I don’t know how we are
going to eventually solve this problem. But it is a problem that has
got to be solved.

Now do you have a comment, Mrs. Gish ?

Mrs. Gisu. I think we ought to point out we represent a major part
of OEO’s major housing effort, but two-thirds of the bad housing of
the country is in rural areas. But we are certainly not two-thirds of
OEO’s housing program. It is just one example of what happens.

Chairman Perxins. I can well understand that. The housing ad-
ministration, FHA, I agree wholeheartedly, they just haven’t done
anything. They have just been real derelict in responsibility.

Mrs. Gisg. On FHA the Farmers Home supervisor told me he could
look at a family when they came in and know whether he was going to
lend them money for a house or not.
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Chairman Pergins. Of course, FHA could have done more for the
poor people. They have their funds to a great degree being limited
and they have tried to pick here and there. I mean the Farmers Home
Administration, not the Federal Housing Administration.

But I can to some degree appreciate the predicament of the Farm-
ers Home Administration because of their inadequacy of funds.

Mrs. Gisu. They have the money, they don’t have the staff. ‘

Chairman Prrrixs. We have been able to beef it up a little lately,
but their funds are completely inadequate. 3

Are there any other comments? Does the gentleman from Wisconsin
want to make a comment ¢ Go ahead. !

Mr. Porpor1. Mr. Chairman, one of the reasons that our small effort
in housing have been able to take place is because of the existence of
OEO and the various programs in OEO.

One of my concerns is the future of OEO, the future of OEO that
might involve merger with other departments and what would happen
to programs. such as VISTA, which has been very helpful at rural
housing improvement. I would only like to request that a very care-
ful eye be focused on the proposed merging of OEO programs with
other agencies, the merging of the VISTA. program, and that we
make sure that the merging of these programs would not make them
less effective than what they are right now. ‘

We would not want the merging of OEO or VISTA or any other
program to make these programs as bureaucratic as the FHA. I don’t
understand the complexities of the merger of these different organiza-
tions such as OEO, or the merger with VISTA and the Peace Corps,
but I think that any merger that would result in a less effective pro-
gram than what it isright now would be a mistake. f

Chairman Prrrixs. You feel it would be detrimental insofar as
the rural housing program is concerned ¢ :

Mr. Pororr. I do.

Mrs. GisH. I think we all feel that way.

Mr. Porour. I think that any merger would make things more dif-
ficult than what they are right now and the information that we can
obtain, for example, on the VISTA volunteer program merging with
Peace Corps, I believe it is, is that it would make VISTA less in-
volved in poverty work and it would cut down some of the slots that
are now available. :

For example, we have a VISTA volunteer at rural housing, he gets
paid by VISTA. He shows up for work.

Chairman Pergins. Mrs. Gish is not involved in this, but you people
who are involved in constructing the new houses and obtaining your
funds from HUD and loans for the poor rural people, are you satis-
fied with the service that you get from HUD?

Mzr. Popora. From HUD?

Chairman Perrins. Yes.

Mr. Pororr. First of all, we feel that the service we get from the
Farmers Home Administration is much, much better than the service
we get.

Chairman Prerxins. Because they are more rurally oriented ?

Mr. Poror1. Right, they are more accessible. One of our major frus-
trations has been, and I am sure it is the same in every area, with the
lack of administrative money that the Farmers Home Administra-
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tion has. A county supervisor stated that each year in rural housing
loans he turns back moneys that are unspent. )

We said in our naiveness, “Gee, we have to do something about
getting more county supervisors in Massachusetts” and he said, “If
you can do that, you will be able to accomplish something all of us
have not been able to accomplish for the last 20 years.” He said that
they simply cannot get enough money to administrate the farmers
program. .

Chairman Pergins. Let me ask the gentlemen from Wisconsin and
North Carolina and Massachusetts, if you did not have OEO to look
to for funding rural housing corporations, would you be able to, in
your judgment, obtain as much rural housing as we are presently
obtaining even though that is meager? )

Mr. Porserr. Mr. Chairman, without a doubt, no, from my view-

oint. ’

P Chairman Perrins. Why don’t you elaborate to some extent because
we want something in the record when we go to the floor to point to
here about how this program is helping rural people.

Mr. Purserr. As far as housing itself goes, I know of no way, given
the present status within Farmers Home Administration or within
FHA, that organizations such as ours can survive as such. That in it-
self would be a disaster. As far as I know, we are the only ones
really trying to work creatively in housing itself.

In fact, without the flexibility that we have under grants from the
Office of Economic Opportunity, we simply could not make it. If we
attempted to, then this would mean the only way we could do so would
be to put an override on the cost of the houses, which in itself would
drive them up and make it even that much more impossible to deal
with poor people as such who could then buy the homes.

From my experience I would say that without such types of support
from a flexible agency such as OEOQ, that we would, in fact, grind to
a halt and, therefore, the production of houses from the particular
viewpoint of those of us who are involved in it would in itself stop.
We would go back to the set of circumstances as we had them before.

Chairman PerrINs. Go ahead.

Mr. Porpor1t. Mr. Chairman, the pictures from Massachusetts rep-
resent an effort under a Farmers Home A dministration program called
the 515 Rental, and in this case it was rehabilitation. For as long as
this particular program has been in existence, it has never been utilized
in Massachusetts.

One of the reasons that it has never been utilized in Massachusetts
is not because it has not been financed, but because of these forms that
are required that it just practically is impossible to fill them out unless
you have, say, a group like ours to assist in the filling out of the forms.

The second example I gave while you were out, I think that there
are many—I know that there are rural people in Massachusetts that
have come to us rejected by the Farmers Home Administration. In
reviewing their application, we have found that the rejection has been
for reasons that are not justified : No. 1, that the family is receiving
welfare assistance; No. 2, that the Farmers Home supervisor doesn’t
feel that the person is going to be able to make it; No. 3, in the case
of single-parent families Farmers Home Administration supervisors
don’t feel that a single parent can tow the line and manage a house.
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I am sure that we could all state examples of where people would
not have been able to secure assistance from Farmers Home or FHA
without the OEO groups playing the advocacy role, the advocacy role
not only with Farmers Home Administration but with banks, Where
Mr. Woodward was involved, we had a relationship with a bank and
the local bank put up the money for his mortgage because we had es-
tablished a relationship with this bank and presented his case to the
local banker. . :

So as far as Massachusetts is concerned, there is no doubt that with-
out an organization to play an advocacy role, that the programs just
would not reach the people.

Chairman Prrrins. The gentleman from Wisconsin, go ahead.

Mr. Davis. I might say this. Without the OEO funds where we can
save these people somewhere in the neighborhood of a thousand dol-
lars, we could not get financing for them, because in many cases even
with this help, we may have to go back to the contractors a second time
to get the amount of the mortgage down to the point where they will
accept it. L

.

It is this OEO money that is making it possible for us to get these
homes built.

Chairman PerRgINs. Are there any other comments?

Mr. Mazzoli.

Mr. Mazzovr1. Thank you, Mr. Chairman. ;

I would like to indicate to all the panelists and certainly the ones
from Kentucky that I apologize. We have been having a very strange
day on the floor and we have had a number of quorum calls, so that is
why this is very jumbled and mumbled in my brain. I want to thank
you for making the trip and the ones from Carolina and Massachusetts
and Wisconsin, too. I have no particular points to raise, but I do
want to ask just a couple of questions, particularly of Mrs. Gish.

In your efforts with the housing in eastern Kentucky have you
encountered any official pressure or any kind of obstacles that have
been put in your path other than the natural obstacles of the redtape
that go with this kind of a program ¢ ;

Mrs. GisH. The program is generally well accepted, but we have
had some problems with the area development district, which is the
pass-through agency that has to approve awards of Federal money.
The people who work for that district and some members of the board
seem to feel that what we are doing is contrary to what ought to be
done in terms of changing the housing situation in our counties.

Last year they began to raise fairly strong objections to continua-
tion of the program. The board itself of the development district over-
ruled their objections and voted to approve our application. But they
keep saying that a shack repaired is still a shack and they seem to feel
that everybody ought to move into town and if you can’t move in
where there is a sewer, they just ought to abandon you totally and
leave you there. S .

Mr. Mazzorr. Are these people present at these inonthly meetings
that you talk about ? SO ‘

Mrs. Gisu. No, sir; they are not. They have been coming to some of
the quarterly meetings of the overall group of agencies, but they don’t
attend the monthly meetings. . o

Mr. Mazzou1. Are these grants that come up for review periodically
by this district ? ;
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Mrs. Gisa. Our OEO grants, yes, once a year.

Mr. Mazzort. When was the last time ?

Mrs. Gism. The last time was last year. We have applied for funding
for another year just this week and presumably the development dis-
trict will consider that next month.

Mr. Mazzor1. Do you anticipate any difficulty with the district?

Mrs. Gisu. I am afraid we may have, I don’t know at this point.

Mr. Mazzor1. You mentioned the countrariness that they find in this
plan and program is because you are not building a palace and you
are not putting it in town or on utilities, so that their point is more—
would you say—urban oriented ?

Mrs. Gisa. They subscribe to the growth center concept. The Appa-
lachian Regional Commission promotes and some other people involved
in rural area development seem to feel it is the only way of doing it.
Granted it is more efficient to put people in centers where it may be
easier to provide services to them, but the fact is the people don’t
want to go to the centers and the other fact is that the housing is not
there to go to even if they were all knocking on the door today.

Mr. Mazzorr. Mr. Sizemore, I wonder if I might ask you, and Mr.
Hunsaker since both of you are working on the job primarily direct-
ing crews of people: Do you have any organized labor groups or any-
thing like that in eastern Kentucky that you might be in competition
with, any difficulties that way ?

Mr. Sizestore. The only people we have had any difficulties like that
at all with is the plumbers, which is not exactly organized. But we
don’t have too much cooperation with them, they don’t want to go
along with us evidently.

Mr. Mazzorr. Have you been able to work arrangements out with
them ?

Mr. Sizemore. We worked arrangements out with them in some
counties and in other counties we have made out. We have not done
what we wanted to.

Mr. Mazzort. What is their objection ?

Mr. Sizemore. It is the Kentucky Plumbing Code and we have had
a run-in with them continuously. But as far as building codes and
things like that, it is nonexistent in the two counties I work in and it
is well received by the business community and everybody.

Mr. Mazzori. Mr. Hunsaker.

Mr. Hunsaxer. We don’t have any trouble with any organized labor
because we don’t have that much organization. The only trouble we do
have, like Mr. Sizemore said, is the plumbing code and at this time—
and we never have had licensed plumbers to do the work-—we assist in
it, but that has been one bottleneck. Outside of that, it has run pretty
smoothly.

Mr. Mazzor1. Mrs. Gish.

Mrs. Gisa. We thought we could work it out by hiring a licensed
plumber, which we did, but as it turned out, he could only supervise
one man, according to the plumbing code, and what we had planned
to do was rotate him from crew to crew to see that the work was done
p}foperly. He could not stay there all the time so we had to abandon
that.

We are now getting some training classes in plumbing through the
vocational school and we hope that might ease the situation. There are
not enough licensed plumbers to do the work that is available.
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Mr. Mazzort. Mr. Popoli, I would like to ask you, since you come
from Massachusetts and though there are rural areas up there, I guess
it is a State that is probably more urban oriented than Kentucky would
be, have you had any difficulties this way, obstructions put in your way
perhaps?

Mr. Porort. When we first started our first rehabilitation program,
we hired local people to do the carpentry, but we had not had our
plumber hired yet and we were approached by the town selectmen and
they informed us that because this was an FHA project, that we had
to hire the local plumber to do the work. His rate at the time was $9
an hour and so in the beginning we had this type of resistance.

What we have done is hire the local plumber, who works for us by
the hour, and we provide all the materials for him, which we buy
through G:SA to use on our houses.

‘We also have a licensed electrician. We have found that this is the
way we can avoid having hassles, just by having licensed men. But if
we didn’t have licensed men, there would be a hassle. :

We have another interesting situation in that the foreman for our
crew is a member of the Brotherhood of Carpenters & Joiners and he
explained our program to the union and explained to them in rehabili-
tation you can’t rehabilitate a building and use a union scale and make
housing available for people to afford it. g‘

We just have an informal agreement with this particular union, and
it is fine as far as the carpenters are concerned. You can hire them, and
we have a couple of trainee carpenters that were welfare recipients.
But for plumbing and wiring we had to have licensed men.

Mr. Mazzort. The gentleman from Wisconsin. ‘

Mr. Davis. We have had some problems with building codes, espe-
cially where they were afraid that we would come in with low-cost
housing and they didn’t realize what we-were going to build, and
some of them attempted to pass building codes that would preclude
anything that we would build. However, since we have gotten homes
built, we are better accepted. ;

As far as the unions are concerned, we have tried to stay with
smaller contractors out of the urban area and in that way we can get
them to work still on a union scale, which is about half what it would
be in the urban areas, and we are getting by on that basis. :

Mrs. Gisu. In Hazard the city decided to waive the building codes.

Mr. Mazzorr. That was my next question—the matter of building
codes. We know now there is a particular push, and I guess for a good
reason, to have codes and standards fairly strictly enforced. L just
wonder what effect, as a practical matter, that woufd have had so far
on your program. 1

Mrs. Gisa. It would have stopped us from doing anything. I think
one way this program might be adapted to urban areas would be some
sort of moratorium on codes. I don’t know whether they could do it
by saying that this house will be made livable for 5 years or something
like that, but what we are doing is letting people live in terrible hous-
ing when we could at least make it a little bit better for them until
new housing is built or until they can be brought to code. ‘

Mr. Mazzorz. You can see from the before-and-after situation that
what they had before, there was no official action shown from the
human side of making it better, but once you attempt to rehabilitate,
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they come swooping down upon you and it looks like it is almost self-
defeating. The minute you try to do something for people, they are on
your neck.

That is why I am asking these questions—to see what the arrange-
ment has been and I guess it has been tenuous at best, and it may be-
come a continuing problem as you get bigger and do more.

Mzr. Chairman, thank you.

Thank you very much and I appreciate the Kentucky answer. I am
sorry I was to infrequent a visitor with you.

Chairman Perkins. Mr. Woodward, do you have anything more you
want to say to this committee ?

Mr. Woopwarp. If I may, Mr. Chairman, I certainly can’t give any
kind of a professional viewpoint. I am a poor country boy that went
into the city and I have been wonderin% like anything this afternoon
whether perhaps the cart can’t be seen because of the horse. There is
an awful lot of the people in the country going into the city because
the properties in the rural areas are just through neglect and no
financial assistance just running down.

They get into the city and there is severe overcrowding and there
just isn’t any other place for them to go, such as my situation. Conse-
quently, I ended up by going back into the country, which is where I
wanted to be in the first place. I think possibly a large number of city
dwellers would want to be there if they had the opportunity.

T think that rather than slow down or minimize the effect of OEQ
and such programs as rural housing, personally I feel they should be
expanded greatly, such as Mrs. Gish’s program. Enlarge them by any
means and if there is not sufficient money, put the people to work that
can do it at a savings of money.

Make the effort back into the rural countryside areas and ease the
tension and the strain and the pain that is within the cities. I can
well understand what happens within a city in the summertime and
during that part of the winter season up in Massachusetts where I
come from that unemployment builds up. There are no jobs.

I would like to make a statement at this time for the record. It
is very, very easy to be a welfare recipient. It is not too difficult to
stay a welfare recipient. The longer these people stay a welfare re-
cipient, the harder 1t is to get off. And if no assistance is given them,
I think that is one reason why there are so many that stay on it.

I should think that I have seen several opportunities this after-
noon where this could be changed. Personally I just wish I could have
a part in it. :

Thank you, sir.

Chairman Perkins. Thank you very much, Mr. Woodward.

Mr. Sizemore or Mr. Hunsaker, do you want to make any additional
statements?

Mr. Sizemore. No; but it has been a pleasure being here and I think
T have said enough.

Mr. Huxsaker. We sure thank you for inviting us here to this hear-
ing and we hope that we have been beneficial in trying to keep the job
going the best we know how.

Chairman Perkins. Thank you very much, Mr. Hunsaker.

Mrs. GisH. I just wanted to thank you on behalf of all of us.

Chairman Perkins. Let me thank all of you, a dedicated group of
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people. T am sure this committee will do the very best they can to
bring suitable legislation to the floor and follow through and see that
the legislation is enacted. j
You have been most helpful, all of you, to the committee. The rural
people do not have enough spokesmen in this country and we have
been trying to impress it day in and day out on this committee here
and the other committees in trying to get what is just and due the rural
people in America. ‘ |
It is a real difficult task here. Both political parties this day and
age are playing to the big city vote. T have just watched it day in and
day out over a period of years. :
1 have been here long enough to know what is the truth and know
that it is the truth. So you are to be commended for coming here and
speaking up for the rural people in this country and I want to thank
all of you. You have been very helpful.
Chairman Prerrins. Now we have a Mr. Paul E. Laos, executive
director of the Rural Development Corp. of California, Evelyn Sklar,
administrator, and Mr. Tom Torres, design, production, and housing
specialist. |

STATEMENT OF PAUL E. LAOS JR., EXECUTIVE DIRECTOR, RURAL
DEVELOPMENT CORP. OF CALIFORNIA; ACCOMPANIED BY EVE-
LYN SKLAR, ADMINISTRATOR, AND TOM TORRES, DESIGN, PRO-
DUCTION, AND HOUSING SPECIALIST

Mr. Laos. Mr. Chairman, my name is Paul Laos. I am the execu-
téve fdirector of the Rural Development Corporation, Los Angeles,
alif, ‘

The Rural Development Corporation—RDC—is a nonprofit Cali-
fornia corporation engaged in rural community development through
low-cost housing, economic development, and education programs.
The corporation’s operating principles require it to work through
and with local community groups that strive to make local home rule
a reality. RDC does not itself own and operate housing or economic
development enterprises. Rather, our group lends all possible techni-
cal assistance and seed money to enable local development corpora-
tions to sponsor housing combined with economic and educational
projects that will meet some of the most pressing human needs of the
rural poor. :

HOUSING NEEDS

RD(C’s primary thrust in community development is to respond to
the need for low-cost housing in California’s rural poverty communi-
ties. Unfortunately, traditional housing development has not been
able to satisfy this need—low profits have discouraged private devel-
opers; Federal agencies have set unreasonably high payment and
credit standards, thereby discouraging low-income applicants; and
low-cost building technology has not been truly and successfully tested.

The Rural Development Corporation, by taking the role of a “total”
developer, coordinates and implements all elements of housing proj-
ects, such as planning, land purchase, land improvement, and financ-
ing and construction. The corporation utilizes its capital funding and
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experienced personnel to nrovide “seed money” and technical assist-
ance to various local low-income community groups interested in hous-
ing. RDC, run on a nonprofit basis, eliminates the usual developer’s
need for a profit, thereby making development less expensive. Hous-
ing specialists with skills comparable to those found in “private” de-
velopment organizations are part of the staff. The staff members are
continuously involved in investigating low-cost building systems, lo-
cating sources of financing, negotiating loans, and preparing the com-
plicated applications to Federal agencies.

One of the most basic conditions of poverty in rural California is
that of inadequate, unsafe, and unhealthy homes in which so many of
the poor live. Slums make up a much larger percentage of rural towns
than of large cities. A brief overview of the housing needs of two of
these rural communities—Calexico and Soledad—with which RDC
is involved illustrates the primary problem which RDC’s program
confronts.

A special census of Calexico conducted in 1964 showed that 48 percent
of the housing units in Calexico were either deteriorating or dilapi-
dated. Calexico now needs at least 300 low-cost housing units to meet
the massive demand for housing by Calexico’s people, of both those
who are poor and those of moderate means. A healthy, safe, and ade-
quate home helps create a better environment for poor people and
motivates them to attack other conditions of poverty.

Calexico’s poor and representatives of the minority community
have continually stressed the need and desire for adequate low-cost
houses in their community. As a result, RDC’s major goal in Calexico
has been to produce low-cost housing on a significant scale. Kennedy
Gardens, RD(C’s major project, is now under construction. No fewer
than 299 family homes will be built by the time Kennedy Gardens is
completed early in 1972, This will meet most of Calexico’s need for
additional housing during the next year. Beyond this, Economics
Research Associates has estimated Calexico’s growing population will
geal(li a demand for at least 100 additional homes each year for the next

ecade.

The same type of need for low-cost housing exists in Soledad,
Monterey County, where RDC is working closely with the Soledad
Development Corporation—SDC—to produce a large housing project.
The SDC now has a 16-acre parcel under option and plans call for
69 single-family units, together with 45 multi-family apartment units.
Soledad has large areas of deteriorating housing—25 percent of the
development in the city is over 10 years old; over 55 percent is 20
years and older. Most of the housing in the older portions of Soledad
is described as substandard by the general plan of Monterey County.

The need for low-cost housing is extreme in-all the small rural pov-
erty communities of California—from the Qregon border to Mexico.

These small communities and towns have suffered from an almost
total absence of building activity in recent years, especially, low-cost
housing activity. For example, in Sanger—Fresno County—which is
a city of 10,000 people, only 12 homes were built in the whole of
1969, of any level. Most small towns report that the great overcrowd-
ing of the barrios—districts—is actually getting worse. Very bad hous-
ng is being condemned or torn down, but nothing is being put up to
replace the old slum dwellings.
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ECONOMIC DEVELOPMENT NEEDS

Although meeting the housing needs of the rural poor is important,
this is in itself not enough to develop individual and group prosperity
sufficient to take the rural poor out of poverty. Poor people need
good houses, but they also need jobs, higher incomes, education, and
E)hgse community services essential to their social and economic well-

eing. ;

RDC’s economic development in Calexico, as with other rural pov-
erty communities, addresses itself to most of the serious ills of the
community. Although Calexico has experienced more economic growth
than any other city in Imperial County, over 20 percent of the popula-
tion lives in poverty, 5 percent of the families having incomes under
$1,000 a year. Approximately 15 percent of the males over 14 years
of age are unemployed. The average level of educational attainment
is only a little above the eighth grade level. Large numbers of “inter-
national commuters” who work in the Calexico area on farms depress
the wage levels and decrease employment opportunities for local citi-
zens. However, thousands of families who are American citizens live
in Mexicali because they cannot afford to live in Calexico or Imperial
County and cannot find houses or jobs in the Calexico area. Outmigra-
tion of Calexico’s youth and skilled workers is very high, as local em-
ployment opportunities are so limited. Few industries have located
in Calexico, and the only highly successful activities are those relat-
ing to retail sales and general services. |

RDC has involved itself in seeking out specific, realistic economic
growth programs for Calexico. Specific programs have been discussed
at length with local leaders concerning Calexico’s interdependency
with Mexicali—commercial and retail sales development, residential
development, development of the construction industry, power poten-
tials of Calexico, including utilization of local geothermal resources,
industrial development of Calexico, airport expansion, parks and rec-
reation development, tourism, and cultural and educational programs.

Similar conditions of poverty exist in Soledad and other rural com-
munities of California, as our research in the San Joaquin Valley and
the central regions of California indicate. Consequently, each com-
munity will need general economic development that will produce
prosperity and, with it, increased motivation of its residents.

Chairman Prrrins. We will call a recess for about 10 minutes. Mr.
Mazzoli may come in. If he comes in, the hearings will resume before
I get back. Tt will take me a few minutes to go over and answer this

uorum.

(Short recess.)

Chairman Perkrxs. The committee will resume. Go ahead.

COMMUNITY DEVELOPMENT, JOB TRAINING, AND EDUCATION .

Mr. Laos. The rural poor of Calexico and Soledad require and de-
sire the strengthening of their communities in every way. RDC has,
therefore, approached the tasks that relate to housing and economic
development by utilizing a community development approach to pro-
gram planning and implementation. The poverty communities often
fail to achieve significant advances because they are fragmented and,
for various reasons, do not work as a community for group better-
ment. Individual poor families find themselves weakened by being in
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a community that does not obtain adequate community services eco-
nomic strength, jobs, resources, housing or educational facilities that
could offer a new life out of poverty.

RDC responds to this basic need for community development in
Calexico and Soledad by organizing housing development, economic
development, or education programs in such an integrated manner as
to obtain maximum involvement of the local community organizations
and their leaders.

RDC’S EXPERIEN CES WITH FEDERALLY SUBSIDIZED HOUSING

Submitted with this testimony is a copy of a report titled, “Ground
Breaking Ceremony, Kennedy Gardens, Calexico, November 1, 1970.”
This report details the process whereby Kennedy Gardens was devel-
oped over a 2-year period. In addition to the commentary made in the
report, it is appropriate to highlight some significant aspects of de-
veloping low-cost housing based on the Calexico model.

1. LAND AND CONSTRUCTION COSTS

Calexico, although in the midst of a very rural county, is an area
of high building costs. Land costs are also quite high by national stand-
ards in rural areas. Raw land was purchased at $2,750 an acre. Avail-
ability of land is not usually a problem in rural California, however
land costs often go up significantly due to the costs associated with
land preparation and dealing with special drainage problems.

2. HOME COSTS AND SIZE

The Kennedy Gardens homes in Calexico are selling for $14,800
for a two-bedroom house including all land and improvement costs. A
three-bedroom house sells for $16,800; a four-bedroom house, for
$18,850, which house includes a bathroom and a half. The square foot-
age for the two-bedroom house is 864 square feet, not including the
carport; 960 square feet for the three-bedroom, and 1,140 square feet
for the four-bedroom house. It is worth noting that there is a $4,000
finished-lot cost included in each of the selling prices mentioned above.

3. DIFFICULTIES OF QUALIFYING LOW-INCOME FAMILIES

Families with low incomes have a difficult time qualifying for FHA
section 235 housing. The judgments of each family’s ability to pay
are made with very middle-class criteria. Most low-income families
have little or no credit record and are considered to be bad risks by
FHA and the banks. Those families with low incomes but only one or
two children find it difficult or almost impossible to qualify and be
able to meet higher monthly payments because they were only able
to claim a few deductions. On the other hand, larger families may
qualify for interest subsidies down to 1 percent of market rates—but
then those same families have higher living costs.
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4, HIGH INITIAL DEVELOPMENT COSTS

Because RDC works to support local community development cor-
porations, the front end or initial development costs are high. Local
community leaders and groups have to be involved in all aspects of
development to assure local control and direction to RDC. Naturally,
time and patience are required. However, with time delays come cost
increases. RDC’s limited funds do not permit us to expand our efforts
in any significant manner. We feel it important for the Office of Eco-
nomic Opportunity and other Federal agencies to increase Incentives
to housing development gréups such as RDC in order to help these
groups to expand activities in a significant manner. Significant in-
creases in development funds will enable housing development groups
to begin meeting the low-cost housing needs of the rural poor.

5. ECONOMIC DEVELOPMENT AND HOUSING

(Calexico’s Economic Development: A preliminary study prepared:
by RDC is submitted with this testimony. This study gives some indi-
cation of the importance of housing development to the economy of
small rural towns. The American Homes Industries housing factory in
Calexico has created 30 new jobs associated directly with the factory.
At least $51% million of new moneys are flowing into Calexico. Asso-
ciated construction activities are made possible by the housing develop-
ment, the sewer and road construction, the lights, parks, and eventually
a shopping center for the housing project. j

The combination of housing and economic development activities
can create a spiral which increases jobs, income, and business or
industrial opportunities, in the area. As a local industry, construction,
and housebuilding creates new jobs and markets. Businesses, retail,
and services, are attracted to the area in response to the new exten-
sions of the community. These businesses in turn employ more local
people. |

Local poor people also require new skills and training to assist them
in coping with the demands of the new occupations and trades. RDC,
therefore, assists local communities in establishing education and
training programs so that the local people are qualified and able to
obtain the new jobs. ‘

This tripartite approach is the keystone that RDC believes will
bring economic and social advancement to the rural poor, the farm-
workers and minority (mostly Mexican-American in California)
communities of our remote rural areas. Housing development is tied
to economic development, job training, and education. The threefold
program approach helps assure that the occupants of the new homes
can have jobs that will bring them paychecks in order to pay for
their houses and any other necessities for the good life. ‘
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6. ADDITIONAL CONSIDERATIONS

. Problems experienced in Housing Development Corporations’ fund-
ing—

Consultant problem: OEQO grantee guidelines stipulate that con-
sultants are to be paid a maximum rate of $100 a day. This type of con-
sultant requirements fits programs other than housing development
corporation requirements.

In the past under our capital fund, or “seed money”, section of our
pilot program grant, we were allowed a waiver of the above consul-
tant restriction by the national OEQO people, although originally a
$5,000 contract limitation was imposed. This waiver enabled RDC to
fully utilize our seed money in order to bring our 299 single-family
homeownership programs for the rural poor in Calexico, Calif., to frui-
tion. The problem with the new guidelines on $100 a day is, you can
do it on a $100 a day consulting fee. They want a contract for the costs
of the actual architectural services involved and they want a contract
for the energy services involved, and that requires more than the
$100 a day fee.

Examples of typical fees encountered are: Attorneys specializing in
housing charge fees averaging $35 to $50 an hour. Based on an estab-
lished architectural fee schedule, which is based on the total estimated
construction costs, the initial payment for architectural fees can be in
the neighborhood of $20,000, depending on size of project. Engineer-
ing contracts operate in the same manner as the architectural fees.

This project is now under construction and should be completed by
the end of 1971. This project represents the largest block of section
235 housing in the entire country.

In our second and third year of funding, our operational grant
which includes some consultant funds, was transferred to the western
region OEOQ office. Recently, in attempting to let two important con-
struction-related consultant contracts, we were advised we could not
deviate from the $100 a day maximum fee. We did advise OEO that we
have had a waiver on such constraints since 1968. We are still awaiting
a formal ruling from OEO’s legal counsel in Washington.

This restriction, we feel, is hampering our entire operation as cer-
tain work will be held up on the Calexico job. In addition, we are about
to begin a new project in Soledad, Calif., and cannot proceed.

There is an urgent need for developing a more receptive mechanism
for operating a housing development corporation.

Above example illustrates the needs that are particular to housing
development corporations as opposed to other types of OEO poverty
programs. There must be a differentiation made between the two ge-
neric types of operations.

Funding problems: The funding provided housing development
corporations is based on a predetermined lump-sum amount. Once the
level of funding has been established, there seems to be no apparent
method to increase this level. In fact, the corporation does not even
have the assurance it will remain funded at the same level. Given the
open-market system, the costs of labor and materials, which are an
integral part of housing development, have continued to rise. We are
able to recognize the increased sophistication in the manner in which
we operate our housing development corporations. As a result, we are
now able to handle more than one project at a time. Being a statewide
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organization, we are constantly being asked to extend our technical
assistance to various groups interested in rural housing development.

Because of our fixed amount of funding, we are unable to operatée
effectively in dealing with the problems we were incorporated to help
solve. As a nonprofit corporation which is mandated to work with
local community groups, we find that the relationship requires the
outlay of moneys to be tied up for considerable lengths of time. As a
result we are not able to recycle our limited funds fast enough.

Chairman Prrrins. Could you operate your rural housing program
without the rural housing development corporation where you receive
funds from the Office of Economic Opportunity ? i

Mr. Laos. No, sir; there is no way that any of the housing develop-
ment corporations that were originally funded under OEO can con-
tinue to operate without some type of funding. I don’t say it has to
come from OEO, I think that is a problem that Congress and certainly
your committee has to look into. But without some sort of govern-
mental funding to take care of the administrative overhead and the
generic things that take place—— ‘

Chairman Perkins. How successful have you been with the cor-
poration in obtaining, through the help of OEO, rural housing in
California? ‘

Mr. Laos. We are building right now 299 units and we are about
ready to kick off in Soledad. In Soledad we are in the process of
getting ready to go into construction on 69 family dwellings. On
our 299 unit development, of which 250 are section 235, the largest
235 project in the country, there was considerable cooperation with
HUD. However, a question which we were unable to respond to
brought up very, very early in the afternoon was the actual degree
at which FHA becomes involved in rural problems.

Well, as you know, FHA is reluctant to work outside of these sta-
tistical metropolitan areas. As a result, not too much interest is paid
to rural areas. Rural areas have primarily been defined by the old
Farmers Home guidelines in terms of population. Well, we find a
situation which was outlined by a gentleman this afternoon, that under
235 housing for rural areas you have to find your own private lender.
Existing market structures usually do not have existing mortgages in
smaller communities. Therefore, there is inherent difficulties in work-
ing with HUD, FHA. :

Chairman Perxins..Go ahead and finish your statement. ;

Mr. Laos. We feel a mechanism that responds to the legitimate ex-
pansion of the operational funds should be included in the legislation.
This would provide a much needed incentive to those housing develop-
ment corporations which have proven their success. |

There are many possible solutions to this problem. The most ob-
vious would be to increase the funding of a successful housing cor-
poration based on its ability to perform. f

Mr. Chairman, along with our testimony we are submitting various
articles from newspapers, the Los Angeles Times in particular, that
deal to some degree with the matter your requested. ‘

Chgirman Prreins. Without objection, it will be inserted in the
record. -

(The material referred to follows:)

63-336 O—T1—pt. 2—12
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ESTIMATED ANNUAL REQUIREMENT OF LOW COST HOUSING
THROUGHOUT RURAL CALIFORNIA: 1866 TO 1870 '

OUNTAIN
1400

OUTHERN CALIFORN

Source: Development Research Associates

HousiNG DEPARTMENT ACCUSED OF HELPING SEGREGATION

WASHINGTON.—The U.S. Civil Rights Commission, in a report as yet unpub-
lished, has charged the Department of Housing and Urban Development with
perpetuating a broad pattern of residential race segregation.

Focusing on Housing Secretary George Romney’s biggest single housing effort,
the so-called Section 235 low-income home ownership program, the commission
implicitly blames Romney and Asst. Secretary BEugene Gulledge for failing to
“provide local FHA officials with instructions for affirmative action” to uphold
civil rights statutes.

The 200-page report has been circulating within the Housing Department for
a month, with a commission request for comment before publication later this

year.
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The issue has considerable political import for the Nixon Admlmstranon,
which has promised a broad policy directive on “open housing” since last Decem-
ber. President Nixon himself opposed “forced integration”—a term deplored in
public by Romney—on television March 29; earlier this month, Asst. Housing
Secretary Samuel Simmons deseribed the pohcymakmg process as “very fluid.”

In essence, the Civil Rights Commission sees Congress’ 2-year-old “235” home
ownership program as a highly progressive concept to provide good, dlspersed
housing for low- and moderate-income families without the delays and stlgma
associated with conventional public housing projects.

So far more than 110,000 black, white and Spanish-speaking families have
bought new or existing private homes costing up to $24,000 under the plan. The
department subsidizes the mortgage interest payments.

However, commission investigators found, local Federal Housing Admmlstra-
tion officials have “abdicated their responsibility (to low-income buyers and
the law) and in effect have turned it over to members of the private housmg
and home-finance industry.”

The result of this “passive” laissez-faire approach, the commission charges, has
been that the traditionally segregated “dual housing market persists in the 235
program—a market which is separate and unequal.”

Brokers, developers, bankers and FHA officials, the commission maintains, dis-
criminate against black “235” buyers, directing them into older existing housmg
in already black areas, or into already mtegrated “changing” neighborhoods.
‘White buyers, it says, get the new “235” housing in the white suburbs.

Focusmg on four cities—St. Louis, Denver, Philadelphia and Little Rock—‘
the commission 1nvest1gators also found : i

—Under commission prodding, the Housing Department has only lately begun
to collect racial data an “235.”

—Whites generally got better mortgage rates, higher subsidies and less crowded
housing than minority members under the FHA’s laissez-faire policy.

—The much-publicized shoddiness of construction and profiteering by specula-
tors, uncovered last year by Rep. Wright Patman’s House Banking and Currency
Committee, was not limited to “235” housing, but reflected, as officials of the de-
partment noted, lax local FHA standards for all FHA housing espec1ally in
ghetto areas.

—Despite flaws, most of the new “235” households, especially recent escapees
from inner city slums, were grateful and pleased in their new houses. |

“CASUAL” FARM WORKERS LIFT LABOR FORCE

‘WASHINGTON.—People who work on farms only a few days a year appear to
be droppiing out of the agricultural labor force at a much slower rate than those
who work a few months or year-around, according to Agriculture Department
officials.

Last year the total farm labor force, including all those over 14 who did some
jobs for wages, numbered 2.5 million.

These included 1.4 million so-called noncasual individuals who worked more
than 25 days at farm jobs. Their numbers declined by 72,000 in 1969.

A slightly smaller group, the casual workers who were paid for fewer than 25
days for farm jobs last year totaled about 1.1 million. That was a drop of only
13,000 from 1969.

The Agriculture Department report was written by Robert C. McElroy,
manpower specialist in the Economic Research Service.

LOOK AT FORCE

Lookmg at the entire 1970 farm labor force, McElroy said there was httle
change in its composition from 1969. Some of his findings included : i
—1T769% of the total farm force was male.
—T789% was white.
—Only 229, was engaged chiefly in farm work.
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—569%, mostly housewives and students, was not in the labor force most of the
year.

A further breakdown of the casual workers, or those spending 25 days or less
on farm work during the year, showed that as a group they averaged nine days
on the job in 1970.

That brought them an average of $9.10 a day in wages. Men got $10.35 a day
and women averaged $7.80.

On the other hand, the 1.4 million noncasual workers averaged 187 days and
collected $1,519 for their efforts.

The work profile for those workers include :

—About 900,000 seasonal workers averaged 64 days on the job and earned
$718.

—200,000 regular employes averaged 199 days and earned $2,314.

—300,000 year-round workers averaged 318 days and earned $3,467.

The report also said that of all noncasual farm workers whites averaged 139
days on the job last year and averaged $11.75 a day for a total of $1,636 in cash

wages.

FEAR IN THE SUBURBS KEEPS MINORITIES IN THE CITIES—AWAY FROM THE JoBs

(By Ernest Conine)

Saying so still isn’t fashionable, but maybe it is time to recognize that the war
against crime and the war against poverty and racism are all pare of the same
war. If we continue to lose the one, it is exceedingly doubtful that we will ever
win the other.

The connection between fighting crime and fighting poverty is obvious, of
course, in the sense that poor people in general, and the black and brown poor in
particular, are the chief victims of crime.

It is becoming increasingly clear, however, that the heavy incidence of crime
in our central cities is hurting ghetto dwellers in another, less direct way—by
restricting access to jobs which would enable them to escape from poverty.

The proposition can be stated this way :

Black Americans will never really attain equal opportunity in jobs, education
and housing until they are able to join more fully in the great migration to sub-
urbia, which is where the action is.

As long as white suburbanites remain convinced that more black people mean
more crime, however, they will find ways of keeping their communities substan-
tially lily white.

The significance of this for the Negro job seeker is hard to exaggerate, given
the migration of business and industry to the suburbs in recent years.

Census figures show that the number of jobs in Baltimore’s suburbs increased
1619, from 1951 to 1968, while jobs in the central city were up a bare 6%. In
St. Louis the figures are 1449, and 9%, in Washington, D.C., 3529% and 38%, in
San Francisco, 889 and 13%.

To the extent that black Americans are denied a chance to go where the jobs
are, equal opportunity clearly does not exist.

From the viewpoint of the Negro who is willing and anxious to work, the situa-
tion wouldn’t be so bad if adequate, fast public transportation were available to
whisk him from the ghetto to the suburban job centers.

In most cases, though, it isn’t—meaning that he must either move where the
action is or forget it.

The number of Negroes living in the suburbs did, in fact, increase substan-
tially in the 1960s—but not nearly in proportion to the migration of jobs as more
and more companies built new headquarters or plants in the outlying areas.

The basic problem, it seems, is housing.

Outright racial discrimination is of course illegal. But many is the suburban
town which has zoning laws which prevent the construction of low-cost apart-
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ments, which is the only kind the worker on the bottom rung of the ladder can
afford.

One answer, of course, is to build public housing projects in the suburbs where
the jobs are as well as in the rundown areas of the central cities. But pubhc
hostility to such projects is frequently virulent—even (one is tempted to say
especially) in the suburbs peopled by affluent liberals.

In California and a number of other states, existing laws allow voters m
the communities affected to veto the acceptance of public housing through
referendums.

Negro and Mexican-American civil nghts groups are challenging such arrange-
ments, but they are getting more lip service than meaningful support from either
the Nixon Administration or its eritics.

Sen. Abraham Ribicoff (D-Conn.) has introduced a bill which would fOI‘bld
a government agency or contractor from locating in a community where low-cost
housing is not available. The object is to force communities either to modlf)
restricting zoning laws or give up the idea of luring new industries.
each other in a rush to support the measure because they, like the Administra-

It is noteworthy that liberal Democratic lawmakers are not exactly tramplmg
tion, know that most white suburbanites oppose what they see as “forced in-
tegration.” And the suburbs, more and more, are where the votes are.

‘White feehngs on this score have many roots But there is little doubt that
the major one is fear, reasoned or not, that more black people in the commumty
will mean more assaults, purse snatchings and burglaries. It follows that accept-
ance of blacks in suburbia will come more quickly if this linkage in the public
mind can be broken.

The most direct way, of course, is to reduce the incidence of crime in the
central cities. FBI statistics suggest that some progress is being made already,
but there is a long way to go.

One suspects that large-scale introduction of methadone to enable heroin
addicts to kick their expenswe habit would do a great deal to reduce the fright-
ening incidence of street crime. So would a greater effort by police and ghetto-
dwellers to understand each other’s problems. !

Beyond that, though, there is the problem of black spokesmanship.

Well-meaning white liberals have been all too ready to parrot the “fire next
time” rhetoric of black militants—a fact which has a lot to do with the fear of
black people which is so prevalent in suburbia.

Leaders of black organizations have been reluctant to offset such rhetoric by
saying loudly and publicly what is manifestly true—that black people, as the
chief victims of cnme, want law and order the same as everybody else.

Until they do, it is going to be hard, as a practical matter, for black Amer-
icans to get an equal shot at those jobs in the suburbs.
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KENNEDY GARDENS, CALEXICO, CALIFORNIA
CALEXICO COMMUNITY ACTION COUNCIL
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The groundbreaking ceremony here in Kennedy Gardens today
represents, in truth, a triumph for the human spirit.

It is a glowing testimonial to the fact that man does not have to
accept the degradation of that spirit which an unwholesome physical
environment — too long tolerated — so often signifies.

The dedicated efforts of the Calexico Community Action Council
(CCAC) and its friends, which are making Kennedy Gardens a reality,
provide the living proof that Calexico Chicanos do not and will not accept
that “‘pollution of the human spirit”.

The mere fact that Chicanos rushed forward with their applications
for homes which were then still only dreams on paper indicates, too, that
they also do not accept that spiritual pollution.

Without that refusal to accept degradation, our Kennedy Gardens
— and CCAC — would not have been possible, would not even have
started. There would have been no reason to begin such a project. If
everyone is satisfied, why bother?

Dissatisfaction with surroundings and conditions which are unsatis-
factory is the seed, the essential beginning, for growth and change. The
Calexico Chicano, in his present environment, is well-seeded. There is
plenty of reason for dissatisfaction. The question is now: into what will
that seec grow? The bitter fruit of the unwatered barren desert? Or the
healthy development of well-tended gardens?

In that sense, the Kennedy Gardens and Calexico are a microcosm
of our world today: the desert . . . or the garden? The Chicano CCAC
struggle to achieve Kennedy Gardens, the Chicanos’ desire for these homes
is a good indication which road the Chicano will travel, if he is given the
choice. More, his support for his CCAC proves that with half a chance,
he will help change the deserts into gardens.

For that is what he has done here, and that is what we salute and
celebrate today.

The Kennedy Gardens, though they represent some four years of
planning, negotiation and effort, are still only a beginning. An impressive
one, to be sure, and a source of deep satisfaction for everyone involved.
But only a start.

Members of CCAC, indeed all the citizens of Calexico, who have
good reason to regard this day with a sense of accomplishment, are
already straining at the leash to begin again on other projects. For the
need is great.

Today’s fiesta, however, provides an appropriate occasion to reflect
upon the nature of that accomplishment, even though to these far-seeing
folk, it seems but the first step.

How did it happen that this quiet-seeming little city resting at the
southern tip of California’s Imperial Valley should today be celebrating
the culminating stages of the largest rural project of decent modern homes
in the history of the country?

Some four years ago a group of concerned Chicano citizens took a
hard, fresh look at their city. They found that it was “‘stagnating”,




economically and socially . . . that its housing situation
was in particularly grevious need. The conditions had
existed long enbugh for everyone to be used to them
— that's the way it is; what can be done about it? —
seemed to be the understandable attitude.

But when this group took a look at the numbers,
they found themselves appalled. The percentage of
substandard housing, for example (42.8); plus the fact
that the net gain in new housing in the seven previous
years was six; there had been no sizable home con-
struction effort in even more years; there were no va-
cancies anywhere. These facts and their own energies
and determination gave the group the impetus to form
the Calexico Community Action Council.

Action is the key word. Not only did CCAC set
about immediately to do something constructive about
housing, and on a massive scale, but other action was
initiated at the same time. A voter registration drive
saw that a majority of Chicanos and CCAC friends
were elected to the Calexico City Council. That accom-
plishment helped provide much of the official city
cooperation which has been vital to the success of
the Kennedy Gardens subdivision.

The other arm of CCAC, in the words of its charter,
“is to operate for the advancement of education, im-
provement of the job opportunities . . . and improve-
ment of the social conditions of low-income residents

“ Funds for college scholarships, job training
programs, a welfare information service and a migrant
labor center have been raised. As have funds for a
modern sewage treatment plant and a water system,
now in construction.

The crowning jewel of the CCAC has, of course,
been Kennedy Gardens. With the help of the Rural
Development Corporation, CCAC was able to secure
an option on some 140 acres on the outskirts of Cal-
exico, just north of the All-American Canal.

The RDC is a private, non-profit corporation, funded
by the Office of Economic Opportunity, whose reason
for existence is ‘‘to provide assistance and seed money
to local community organizations to develop low income
housing throughout the rural areas of California.”

After the property was secured, the effort branched
out into the numerous necessary roads and byways.
The scope of the project had to be determined; design
for the homes; their method of construction; countless
decisions had to be made. Both CCAC and RDC were
determined that Kennedy Gardens should live up to
its name, with none of the usual stigma often attached
to housing “‘projects”.

The colorful Mexican motif in the overall design
for the homes is only one illustration of the satisfying
results which can be obtained when housing develop-
ments spring from local initiative.

CCAC had a clear vision of .what it wanted. And
it had the necessary drive to carry out the plans so
carefully delineated. So that when the project is com-
pleted during the coming year, it will to a large extent
be precisely what was envisioned by the people of
CCAC and its co-sponsoring body, RDC.
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This vision had to be powerful to keep the group
going until its goals had been fulfilled. Negotiation
and arrangements for $5.4 million in construction fi-
nancing from First Western Bank; for assistance and
guarantees for the loans from the Federal and state
housing authorities; for the building contract with
American Home Industries Corporation; all were major,
time-consuming efforts. There were endless practical
considerations to be made; contracts to be awarded,
documents written and filed with appropriate govern-
ment bodies; prospective home owners interviewed and
accepted. And so on and on.

The fact that this was a ““first”, and a “largest of
its kind’’ in many areas did not make the job any easier,
for CCAC, RDC, the government agencies, or the
private companies involved.

One of these firsts was obtained from the Metro-
politan Development Office (MDO) of the Department
of Housing and Urban Development. It consists of a
grant to the City for half of the off-site funds needed
for water and sewage piping. Under terms of the grant,
the City acts as owner and has contracted with Desert
Pipeline, of Salton City, to install the necessary im-
provements from the City itself to the subdivision site.

As CCAC remembered the importance of Chicano
heritage when designing the homes of Kennedy Gar-
dens, so too did it remember other environmental
characteristics important to the soul of a people.

Seventeen of the 72 acres in the subdivision have
been set aside for commercial and community areas;
CCAC has qualified as a local development corpora-
tion and RDC has developed a feasibility study for a
shopping center to include Chicano-owned commercial
businesses. There are 70 additional acres adjacent to
the subdivision held under option by the CCAC; these
too offer much room for growth of Chicano-oriented
enterprises.

Neither did CCAC neglect that portion of their
charter which seeks to improve job opportunities. The
builder of Kennedy Gardens is establishing a contract
with the Department of Labor and its Jobs 70 program
for On-The-Job Training of a sizable number of Calexi-
co’s underemployed citizens.

It was necessary for CCAC, with RDC’s assistance,
to explore every possibility to augment the home-pur-
chasing power of the farm-workers who make up the
majority of the Kennedy Gardens homeowners. Of the
299 homes, 250 will be interest-subsidized under sec-
tion 235 of the Housing Act of 1968 (the largest num-
ber of section 235’s ever constructed in one bloc); the
remaining 49 will qualify under the FHA 221 d (2)
provision.

On a more personal level CCAC thought of such
details as the naming of the streets. The subdivision
itself was named for John F. Kennedy; there will be a
Martin Luther King Street; a Robert Kennedy Street;
Emiliano Zapata Street, and streets named for each
of Calexico’s seven sons who have died in Vietnam.
The people who will live here will thus be triply blessed:
by the memories of brave men; by the aesthetic visual



recognition of Chicano heritage; and by the economic
and social benefits to be gained by owning a home
with grace and convenience, in an atmosphere of
growth and progress.

Putting it simply, then, today’s celebration was
made possible only by the enormous combined efforts
of many people who have invested time, talent, cour-
age and money in this endeavor. None of it has been
easy. But it has been done and done successfully.
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Though to the members of the Calexico Community
Action Council, Kennedy Gardens represents only a
beginning, to the rest of the state and to the nation,
it wifl deserve to stand always as a spectacular display
of social initiative and, as mentioned earlier, a resound-
ing triumph for the human spirit. '

tn honor and salute to the CCAC, therefore, and
in the words of the man for whom the Gardens were
named, “‘Let us begin . . .

” f

RDC was an idea long before it became a reality. More than four
years ago, a number of people, working in various places in rural Cali-
fornia, became convinced of the need for an organization which could
generate rural community development programs throughout the State.
Many of these people were involved either in community organization
or legal activities. But they all had found that their own efforts could
take certain situations only so far. Past that point, different kinds of
skills — the skills of the community developer — became necessary. Un-
fortunately, there then existed no organization to which they could turn
to find such skills for the poor in rural areas. As a result, many oppor-
tunities to capitalize on community organizing went by the wayside and
many chances to utilize Federal programs on behalf of the poor went
unutilized.

Because of this perception of need, a small group of people began
to work on a proposal for Federal assistance in the creation of a develop-
ment organization. The proposal was sent to the Office of Economic
Opportunity in Washington, as a request for a demonstration grant to
show the importance of having a development vehicle for rural areas.
As in s6 many such instances, the proposal moved from office to office
without definitive action. Finally, however, various problems and objec-
tions were overcome and RDC received a grant of $570,769 from OEO.

This grant took effect on May 12, 1968. As everyone involved in
the creation of new organizations is only too well aware, the arrival of
the first grant is only the beginning of an arduous process of organization
building. For RDC, the May 12, 1968 date is an anniversary and a mile-
stone but barely the beginning of a program. Initial organizational
activity, as always, took @ considerable length of time and the program
did not begin in earnest until the appointment of an Executive Director
in October, 1968.

In the succeeding two and a half years, RDC has grown considerably.
New proposals were written ond new grants were received. In response
to an evolving concept of the organization and a sharper definition of
purpose, activities were undertaken in the areas of adult education,
economic development, and new town planning. These activities required
the creation of a substantial stoff, both at headquarters and in the field.
In addition to its office in Los Angeles, RDC now has offices in Calexico,
Brawley, Coachella, Soledad, and Fresno. The stoff now numbers 34,
plus 16 part-time teachers and 16 part-time teacher aides in the 11-8
program, Migrant Education.

The largest part of this expansion took place between June and
December, 1969. RDC's Title [11-B Migrant Adult Education grant was
received from OEO in June, 1969, its New Town grant in July, 1969,
and its EDA grant in October, 1969. Most of the personnel working on
these programs were hired between the summer and fall of 1969. That
period of rapid expansion is now completed and RDC is presently at fufl
staff levels. The only vacancies are those ordinarily experienced by
turnover in an organization of RDC’s size.
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Although the expansion has taken a considerable
amount of the time of the professional and field staff,
it has not occurred at the expense of program develop-
ment, During this period, RDC’s first major project
— Calexico — has proceeded apace and other projects
have come along in its wake. In addition, a wide range
of activities and assistance not resulting in formal

RDC’s period of initial organizational creation is
now over. lts first major project is moving toward
construction and another important project is in the
pipeline. The Adult Education program is well under-
way and Economic Development and New Town plan-
ning are taking place in earnest. Plans are being
made to expand RDC's activity into five or six com-

projects have taken place. munities in the San Joaquin and Salinas valleys.

Kennedy Gardens would not have been possible without the support
and assistance of the Federal Government. The RDC staff is paid with
funds provided by the Office of Economic Opportunity (OEO) and the
project was initially put together because seed money from OEO was
available. In a project of this size, a substantial amount of engineering,
architectural and other technical work has to be accomplished by the
developer before the project can become a reality. All these costs for
Kennedy Gardens were covered by funds put up by RDC out of the
revolving seed money fund provided by OEO.

The role of the Federal Housing Administration (FHA) in the pro-
ject is crucial. Each of the houses in Kennedy Gardens has a mortgage
insured by FHA and every family with a low enough income receives
interest credit subsidy under the Section 235 program of that agency.
This 250 unit commitment of interest subsidy funds is one of the largest
single Section 235 developments in the country. It is without question
the largest such program in a rural area. Without the consistent support
of officials in the San Diego Insuring Office of FHA and the Washington
staff of FHA, it would not have been possible.

The project also received substantial assistance from the Metro-
politan Development Office (MDO) of the Department of Housing and
Urban Development, When initially purchased, the site for Kennedy
Gardens was separated from the City of Caleixco’s water and sewage
system by the Ali-American Canal. Extension of these facilities across
the cana! substontially raised project development costs and the City
of Calexico applied to the MDO for a grant to cover a portion of the
costs of extending the water and sewage system. Receipt of a grant to
cover $112,000 of these development costs has been extremely helpful
in making the project viable. When made, this was the first such Metro-
politan Development grant to be used in conjunction with an FHA low
and moderate income sub-division.
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The City of Calexico has provided continuing support for the Calexico
project throughout the entire development stage. It has agreed to accept
and maintain all of the green belt areas within the project as City
Parks and through its auspices has applied for and received a grant
from the Department of Housing Urban Development (HUD) in the
amount of $112,000 to offset the cost of extending water, sewage and
drainage facilities to and within the project site.

The officials of the City of Calexico have provided invaluable assist-
ance to both the Calexico Community Action Council (CCAC) and RDC
in the overall development of an innovative site plan for the subdivision.

The City Planning Commission in particular has provided valuable
ideas to the overall layout of the site and has allowed variances in tradi-
tional zoning concepts as the innovative nature of the site plan required.

The City Council, through its individual members, has displayed
conscientious effort and awareness and demonstrated this through their
efforts and participation in meeting after meeting — some on special
call.

In order for the project to continue moving forward, the City Mana-
ger, the City Attorney, the City Clerk, the City Engineer and the City
Building Inspector played major roles in making certain that City support
remained at the highest level in keeping with their dedication to com-
munity service.

Kennedy Gardens is only one of a number of efforts which the City
of Calexico is making to strengthen its economic base and improve the
living conditions of its citizens. Other activities are planned and under
way. The City, CCAC, and RDC are already working on an economic
development plan for the area, with assistance from the Economic Develop-
ment Administration (EDA). Close and continuing cooperation from the
City in these matters will insure the success not only of Kennedy Gardens
but of these other efforts as well.

A construction loan in the amount of $5.4 million is being provided
to the Calexico Community Action Council by First Western Bank and
Trust Company of Los Angeles.

First Western Bank, through its President, Stafford Grady, and Vice
Presidents, Frank Nash and Gerald Baden, has created an imaginative
and precedent-setting approach to subdivision financing. The First West-
ern Bank loan builds in the flexibility of financing traditional street
improvements together with the use of construction loan funds to provide
the City of Calexico’s share in a matching Federal grant for the water,
sewage, and drainage facilities in the Kennedy Gardens Subdivision.

In addition, the First Western Bank loan sets a precedent for the
financing of industrialized housing systems in conjunction with large
scale subdivision lot development.
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The master plan for the Kennedy Gardens site was prepared by the
architectural firm of Fisher, Jackson and Associates of Berkeley. Working
many long hours with CCAC and RDC, John Fisher supervised the complex
and challenging process of creating an imaginative site plan with a large
amount of open space. The high quality of the final product reflects
John Fisher’s bold and skillful approach to community planning.

Site improvements for Kennedy Gardens were designed by William
Riddle & Associates of El Centro. As design engineer, the Riddle firm
developed the drainage and grading plans and did all the related engi-
neering work for the site. The project is particularly grateful to Richard
Waddell for the many hours which he worked on the project.

There are two major contractors involved in the site improvements.
The water, sewage, and drainage work will be done by Desert Pipeline,
Inc. of Salton City, California. Their President, Robert Anderson, has
worked closely with the project and will supervise the job.

The streets, curbs, gutters, underground utilities, and landscaping
will be done by Southland Construction Company of Brawley. Bud Con-
way, Southland’s Vice President, worked very closely with the CCAC and
the RDC through many different revisions of the plans.

One of the most innovative aspects of Kennedy Gardens is the Hous-
ing System. In a time when many people are talking about factory built
housing, Kennedy Gardens will really be doing it. The houses will be
manufactured by American Home Industries, whose President, Dave Cross,
developed the design and method of construction.

The system utilizes a reinforced concrete slab which is poured and
steam cured at one end of the factory. Two slabs are made, one for
each half of the house. As these slabs are rolled from one end of the
factory to the other, the house is built on them, using precut lumber
and a variety of precision techniques. When the two halves are com-
pleted, they are trucked to the site, set on footings, and bolted together.

This innovative technique has a number of advantages. The houses
can be built more quickly and financing costs reduced. Semi-skilled and
unskilled labor can quickly be trained for factory roles, thereby providing
local employment and upgrading of people in need of training. This
aspect will be emphasized in the Calexico project with an application
presently pending with the Department of Labor for a job training program
for the factory.

American Home Industries’ main plant is in Bakersfield. For Ken-
nedy Gardens, it will open a factory in Calexico and will do the greatest
part of its hiring in the community.
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Once construction is complete permanent financing will be supplied
by the Federal National Mortgage Association, with Southern California
Mortgage and Loan Corporation handling the mortgage payments for
FNMA. All escrow and title work is being performed by Security Title
Company.

Individual home purchasers will obtain 30 year FHA insured loans
at a market rate of 8V29% plus V2 point mortgage insurance premium.

In addition, 250 of the total 299 homes will receive as interest
subsidy the difference between the market interest rate and 1% under
the Section 235 program.

Those homes which are financed under Section 235 will have a
minimum monthly payment calculated to cover the cost of principal plus
1% annual interest plus property taxes and insurance. In the event 20%
of a family’s adjusted income exceeds the minimum monthly payment,
then that family will pay 20% of its income in lieu of the minimum
monthly payment. In no event will the family’s monthly payment exceed
the market interest rate.
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RURAL DEVELOPMENT CORPORATION

LOS ANGELES, CALIFORNIA

The Rural Development Corporation (RDC) is a non-nrofit California Eor-
poration'with major funding provided by the Nffice of Economic Opportunfty.
It provides assistance and seed money to local communitv organizations to
develop low-income housing throughout the rural areas of California. ‘

The RDC Board of Directors is drawn from a broad spectrum of the Cali-
fornia community, including representatives of the poor, who are exnertjin
the housing field and knowledgeable about rural problems. |

RDC operates as a "total packager” of low-cost rural housing by seéur—
ing -- and providing to community groups -- the whole range of develooméntal
functions from the technological know-how of nlannina and architecture £o
the economic use' of land. These services arc made available kty RDC thréugh
its highly trained and qualified staff.

The basic principles under which RDC operates are these:

1. That the impetus and control of low-cost housing projects shodld
ultimately rest in the hands of the local community; |

2. That the form of low-cost housing -- home ownership, cooperative,
or rental -- should be determined on the basis of the needs of each rural
community;

3. That wherever possible, home ownershin and self-help, with the
self-respect, independence and personal dionity which they encender, should
be fostered; and

4. That the prime responsibility for generating a rebirth of the de-
clining rural areas cf California is properly a joint effort of the local
conmunlty and the private sector, with the Federal and State qovcrnrents
serving as a stimulus to and a reinforcement of these groups.

RDC will not itself own, operate or manaqe cornleted housing units.
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Recause RDC considers housing central to creatina a stable imoroved
environment for the rural noor, housing development is its main focus. How-
ever, while housing is indispensable to change, it is not sufficient.
Therefore, in addition, RDC conducts ancillary programs -- an Fconomic De-
velopment Program, an Adult Education Program, and a New Comrunity Program.

RDC's effort is an imaginative, pioneerina one. Its success will depen
upon the support of enlightened and concerned citizens, organizations, and

institutions.
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RURAL DEVELOPMENT CORPORATION
3910 WEST SANTA BARBARA AVENUE, SUITE 203
LOS ANGELES, CALIFORNIA 90008

CALEXICO'S ECONOMIC DEVELOPMENT

A PRELIMINARY STUDY

DECEMBER, 1970

PREPARED BY

RURAL DEVELOPMENT CORPORATION

This study was made possible by a grant from the
Economic Development Administration's Office of:
Technical Assistance, (U.S. Department of

- Commerce) under Title III, Section 301(a) of the
Public Works and Economic Development Act of 1965.

COVER PHOTOGRAPHS
Top - Dilapidated housing in Calexico.
Center - Downtown Calexico, view towards
border crossing and Mexicali.
Botton - AMERICAN HOME INDUSTRIES factory
at Calexico.
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Section I

INTRODUCTION

This preliminary study of Calexico's economy came about as one
result of the implementation of an economic development technical
assistance grant for the community of Calexico. The U.S. Department of
Commerce, Economic Development Administration's Office of Technical
Assistance, funded the Rural Development Corporation (RDC) to assist
Calexico with various economic development programs for the year 1970.

Basic activities of the RDC staff included, among other things, a
close study of the economy of Calexico and those factors affecting the
economic growth of the City. The following study outlines the results of
the basic investigations and attempts to highlight those activities that
promise to stimulate economic growth for the community.

OBJECTIVES

This overall study attempts to identify those economic development
activities that promise to make Calexico a healthier and more prosperous
community.

Calexico's population has grown in recent years at a greater rate
than neighboring cities in Imperial County. However, this population
growth has not been accompanied by an equal growth in prosperity and
employment. Fifteen percent of Calexico's people depend on welfare
payments, while hundreds of workers are unemployed in the City.

Sound economic development is desperately needed for Calexico. This
report, therefore, attempts to recommend preliminary economic develop-
ment programs that Calexico's people can initiate in the immediate future.
Implementation of these programs should result in greater prosperity and
more jobs for Calexico's people,

STUDY FORMAT

This Economic Development Study is divided into five basic sections.
After an introduction there is a comprehensive profile section outlining
basic factual information about Calexico, The third section attempts to

I-1
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highlight the importance of Mexicali, Calexico's great neighbor. The
fourth section deals with the recommended perspectives, policies and
growth programs that promise to bring economic development for
Calexico. There is a final summary and major conclusions section
followed by an appendix.

STUDY METHODOLOGY

This report is the result of a team effort by the staff of the Rural’
Development Corporation. Manuel Madrigal was the Project Director.
Luis Legaspi, Peter Lauwerys, and Richard Sanchez carried out the
research and writing of the study.

The economic development study of Calexico was a major activity
of the staff during 1970. At least seven steps were taken by the staff in
order to gain sufficient knowledge of Calexico's economy for the report.

1. Discussion and study of the economic fundamentals of Calexico.
A reading of all available literature relating to the socio-
economic situation of Calexico, together with interviewing
local and area officials on the subject.

2. A first identification of possible economic development pro-
grams for Calexico, followed by further study and research
of those areas.

3. Discussions of possible economic development programs
with officials and businessmen. After discussions of alterna-
tives, the original economic growth programs were moderated
or entirely revised.

4, Preparation of the Calexico City Profile with the assistance
of City and other local officials. The profile is factual, self-
explanatory--intended to portray Calexico as a community
with the emphasis on its economy.

5, Development and initial preparation of the economic develop-

ment study with as many as three drafts being prepared and
evaluated by the staff.

1-2
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6. Consultation with Economics Research Associates (ERA),
who also studied the overall economy of Calexico in relation
to a study of the land use potentials of a 70-acre parcel in
Northern Calexico.

7. Final devélopment and completion of the Economic Development
Guideline during November and December 1970.

The RDC staff acknowledges the cordial and patient assistance of
numerous agencies, officials, and citizens who are concerned with
Calexico's welfare. Special assistance was provided by Prince Pierson,
City Manager of Calexico; James Black, City Clerk; James Logan and
Wally Dickey of the Imperial County Economic Development Agency;
Richard Montejano of the Calexico Chamber of Commerce and Steven
Zdravecky of the California Department of Human Resources Development.
In addition, numerous individuals and organizations assisted the RDC staff
including the Imperial County Assessors Office, the Agricultural Extension
Service, the U.S. Small Business Administration's San Diego Office,
Economics Research Associates, the U.S. Soil Conservation Service, the
California Department of Parks and Recreation, the U.S. Immigration
and Naturalization Service, the U.S. Bureau of the Census and numerous
officials and residents of Calexico, Mexicali and the Imperial Valley.

CALEXICO--GENERAL COMMUNITY DESCRIPTION

The City of Calexico, California, is situated on the United States-
Mexican border, adjacent to Mexicali in Baja California. Calexico, the
third largest city in the lush agricultural County of Imperial, has a popula-
tion of about 10,500 and an area of 2.4 square miles. It is approximately
120 miles east of the Pacific Coast and 54 miles west of the Colorado
River (see Figure 1). The City of Calexico is at sea level and its sum-
mers are hot and dry, with the winters being mild and generally dry. The
average annual rainfall is 2 inches.

The unique character of the City of Calexico stems from its loca-
tion alongside the fast growing metropolis of Mexicali which has grown
from its pre-World War II status of 25, 000 inhabitants to its present
population of 380, 000 and is expected to have over 1,000,000 by the year
2000.
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