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ECONOMIC DISTRESS IN OUR CITIES:
LOS ANGELES, CALIFORNIA

MONDAY, FEBRUARY 10, 1992

HoUSE OF REPRESENTATIVES,
CoMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 9:31 a.m., at the Patri-
otic Hall, 1816 South Figueroa Street, Lincoln Room, Los Angeles,
CA, Hon. Henry B. Gonzalez [chairman of the committee] presid-
ing.

Present: Chairman Gonzalez, Representatives Torres and Waters.

The CuaiRMAN. The committee will please come to order. The
committee is here actually in the name of the U.S. House of Repre-
sentatives full Committee on Banking, Finance and Urban Affairs,
as well as the Subcommittee on Housing and Community Develop-
ment.

Today, the committee and subcommittee launch their fifth in &
series of hearings around the Nation on economic distress and on
the legislation of which both of my colleagues here this morning
are cosponsors, that we feel reflects the jurisdictional responsibility
of this committee in confronting the basic problems that we face
throughout the country.

In Bridgeport, CT, which was the site of the first hearing on Jan-
uary 7, 1992, the city’s fiscal problems had become so acute thaf
last June it became the largest city to ever try to file for bankrupt-
cy. While Bridgeport has since chdsen a route other than bankrupt-
cy, it still continues to wrestle with a $17 million budget shortfall,
made worse by cuts in Federal and State funding. This has impact-
ed the city’s ability to serve its growing number of homeless and
other much needed social services.

Economic distress in the Spartanburg-Greenville area of South
Carolina, the site of the second hearing, meant the phenomenon of
underemployment. People worked at the same job for less pay, as
their traditional textile and apparel industries downsized and
many well-paying jobs have been lost, apparently permanently.
Baltimore, MD, the city of the third hearmg, like many major
cities, faces problems of homelessness, lack of affordable housing,
overburdened social services, job losses, and small businessmen and
women unable to get needed bank loans to keep their businesses
running.

Because of its heavy reliance on the auto and heavy manufactur-
ing industries, Cleveland, OH, the site of our fourth hearing last
Friday, is especially hard hit during the recession. As a matter of
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fact, it has lost one-third of its manufacturing jobs in a matter of
just a few years. While the city is working to diversify its indus-
tries, there still remains a mismatch between the workers’ skills
and its industry needs.

It is clear from these hearings that the recession is severe.
People are out of work or are afraid of losing their jobs. Promises
of job retraining and job relocation do not always come through.
Underemployment for some can be as detrimental as unemploy-
ment. People who formerly had homes are living in shelters.
People are using up all their savings to hold on to their homes.
People are turning for help and finding there is none. And, sadly,
hunger remains a problem even in our affluent United States.

The Nation’s cities are especially hard hit and their plight is
made worse by years of cuts in Federal and now State funding.
Cities can no longer afford to repair their crumbling infrastruc-
tures, to provide affordable housing for all who need it, and to offer
enough social services to go around.

We will also be looking at the effect of the Bank of America-Se-
curity Pacific merger on the local community and on the California
economy in general. The proposed merger will change the banking
landscape drastically throughout California and we want to know
exactly what this means for credit flows and services for neighbor-
hoods and families.

I want to thank my colleagues, Ms. Maxine Waters and, of
course, our very stalwart Esteban Torres, both of LA, for their tre-
mendous help in organizing the hearing. We are very much indebt-
ed to their staffs, who have been absolutely indispensable in orga-
nizing the hearing.

I plan to carry what I hear today back to DC as the Congress
seeks to craft legislation to jump start the economy. At least for
our contribution from the Banking Committee. We need a real pro-
gram for economic growth, not empty promises that everything
will be all right if we just wait long enough.

And, with that, I would like to recognize, this may sound star-
tling, but I think we had better follow the congressional custom of
seniority, and defy my southern gentlemanly training and not rec-
ognize the gentlelady first, but recognize Chairman Torres. Let me
say this, Chairman Torres is a member of this committee and also
the subcommittee. He is also chairman of one of the most impor-
tant of the eight subcommittees in the Banking Committee, Con-
sumer Affairs and Coinage.

He has done an outstanding job in literally the few months he
has been chairman. I have been on the Banking Committee 30
years and I have been a member of that subcommittee since I came
to the Congress. And I can tell you, the difference is immediately
noticeable. For the first time, when we had the markup on the
Banking bill last November, he was there and got the much needed
amendments to the Fair Credit Act. That was considered impossi-
ble. Nobody would have laid a bet, but he did it. He stayed there
till 5 in the morning and we got it. His leadership has been abso-
lutely invaluable. And on a personal basis, I am extremely grateful
for his help and extreme loyalty.

So, Chairman Torres, we will recognize you.
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[The prepared statement of Mr. Gonzalez can be found in the ap-
pendix.]

Mr. Torres. Well, thank you, sir. I appreciate your very kind
comments. Since my arrival to the U.S. Congress, the first commit-
tee that I sought to be a member of was the House Banking Com-
mittee because of the tremendous importance that that committee
has on the lives of Americans, our communities, and our country.
And for me it is a great honor, and I know that Congresswoman
Waters joins me in thanking you and welcoming you to Los Ange-
les.

I know that you have been around the country holding these
types of hearings, and for us it is important for you to come to: Los
Angeles. It is somewhat with mixed feelings that Maxine Waters
and I are hosting this hearing here in our districts. And I say that
because the issue that brings us together today, that of econoinic
distress in our Nation’s cities, is a very serious crisis in both of our
districts, in this county, and, unfortunately, throughout the Nation.
Due to our sheer size, the economic troubles that are being experi-
enced incities across the country, are most exponentially felt right
here in Los Angeles.

As we listen today to the testimony of the various panels of W1t-
nesses, who are going to tell us about their own personal stories .of
hardship and economic distress, I think we are ‘going to really
touch on just how fundamental this problem is. It impacts on so
many facets of our daily existence, all of us, on having a Pplace to
live, on finding and keeping a job, on being able to safely walk the
streets in our own comimunities.

These recessionary times have put a major load on this city, on
this county, on the State, and, of course, the Federal services that
are needed to help individuals just to get through until things get a
little better.

While some of these problems are more un1versal in’nature, it is
important to note that this committee, the Banking Committee,
has focused on gathering information about some of the economic
realities that are unique to the Los Angeles community. We are
unique, as a part of the United States. So the panel on unemploy-
ment in the aerospace industry and manufacturing” will be impor-
tant to hear from.

The issue of the gang phenomenon, which is in large part caused
by the lack of opportunities for youth, will provide us with a pic-
ture very particular to this area. We are at a crucial time now, re-
sulting from massive defense cutbacks. There has to be a program
of assistance in place for defense dependent workers, for business-
es, for communities, to help them adapt ‘to the changlng times, and
to take advantage of the new opportunities to diversify.

Mr. Chairman, I just came back from Russia. The Russians are
in terrible chags. The nation is falling apart, they have serious
problems. And it galls me, really it does, to see that our govern-
ment is talking about billions of dollars of assistance to provide the
former Soviet Union with a mechanism to take them. into the
world of peaceful conversion.

The whole Soviet military force is d1smant11ng and our govern-
ment is in there assisting with-a magnitude of dollars to help diver-



4

sify the Russian industry so soldiers can go back and take jobs in
their independent nation.

What about us? What about our country? We need to begin to
talk about diversification and conversion, here in this country, in
(tihe State that has produced for this Nation the greatest defense in-

ustry.

In addition, we need to provide alternatives for our youth to get
them off the streets and keep them out of gangs, to stem the in-
creasing violence that has been brought to our neighborhoods.

And 1 would like to thank, of course, the city, Mayor Bradley’s
office, Supervisor Gloria Molina’s office, for providing today their
participation in terms of assisting us in carrying out these hear-
ings. I want to impress upon all of you the importance of the con-
tribution that the city and the county are making to us today and
to the witnesses, you are giving us the human element, the real life
picture of what is happening, something that often gets lost in
Washington.

The time you are taking to share the state of your life with us is
most appreciated. It is going to be a long day, but we want and
need to hear from of each you. It is important. It will be up to us,
as elected Representatives of the people, to act on the information
that you give us. So we ask the witnesses, be frank, be candid, be
tough, because we want to hear and we want to help.

Thank you, Mr. Chairman.

The CuairMmaN.- Thank you, Chairman Torres.

Ms. Waters, before 1 recognize you, let me talk a little bit about
what you have done since you came to Washington. Ms. Waters is
one of those personalities that seem to come running when they
get to the Congress. Remember, you have 435 Members of the U.S.
House of Representatives and when any one personality in their
freshman year can break through, and all of a sudden they have a
profile nationwide, you know they have to be more than unusual.
They have to be indomitable. They know why they are there. They
know the people back home that sent them there.

And all I can tell you is that, from a personal standpoint, she has
been absolutely indispensable in my serious effort to discharge the
position of chairman of the committee. It is a large committee, it
has 52 members. And, as you know, you can see that you have a lot
of voices, that a chairman needs a lot of help. And there are pre-
carious moments in every one of those committee meetings, and
Ms. Waters helps us through those moments. I bless, the day she
chose to sit on the Banking Committee when she ¢ame up.

Let me thank you right here, as near as I can get to your dis-
trict, Ms. Waters. I will say this no matter where we are. I have
said it in Washington and I want to say it now and proclaim it
loudly. So, thank you very much and you are recognized.

Ms. Wateks. Thank you very much, Mr. Chairman. I am ex-
tremely happy to be with all of you this morning. We are privi-
leged to be hosting the House Committee on Banking, Finance and
Urban Affairs here in Los Angeles. I would like to begin with a
brief introduction to the man who has made this very important
and timely hearing possible, Chairman Henry Gonzalez of Texas.

Chairman Gonzalez is a tireless worker and a conscientious
leader. Among members of the Banking Committee, he is known as
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an interested, honest, and excruciatingly fair chairman. In politics
it is rare to find someone whose integrity is as universally recog-
nized as Henry Gonzalez.

Chairman Gonzalez has demonstrated an uncommon commit-
ment to the poor. Despite the enormity and scale of his responsibil-
ities, overseeing the commeYcial banking system, overhauling the
savings and loans, authorizing every Federal Housing and Commu-
nity Development Block Grant Program, Chairman Gonzalez never
forgets the poor and the needy and the underprivileged. In all his
30 years in Congress, Henry Gonzalez has been a fighter for poor
and working class Americans. .

Now, as chairman of the House Banking Committee, he uses his
seniority and expertise to develop legislation and devote resources
to help needy citizens in communities like ours. Chairman Gonza-
lez’ latest commitment is to tour cities all across the United States
to witness firsthand the economic deterioration that is gripping
this country which brings us here today.

Mr. Chairman, we in Los Angeles, have a particular set of* eco-
nomic problems. Again, Congressman Esteban Torres and I are de-
lighted that you are here. We welcome your presence and we feel
extremely privileged that you are taking time to listen to our con-
stituents and get to know what we are confronted with here in Los
Angeles, so that you can take this information and provide the
leadership that is necessary in Congress to help us deal with this
gripping poverty and worker displacement.

Let us talk about unemployment. There has been a lot of publici-
ty about the national recession. In Los Angeles, in districts such as
mine, so-called south central Los Angeles, Watts, Southgate, parts
of Downy, in Congressman Esteban Torres’ district, part of that dis-
trict, we have been enduring depression levels of unemployment.
for years. Inner cities across the Nation have watched as large
companies have left town in search of cheap labor in Third World
countries.

Many years ago, I introduced plant closure legislation- in the
California State Assembly. Democrats and Republicans alike ran
for cover. They were afraid of the business community. Thé same
business community that sat in chambers of commerce all over this
city and this State, under the red, white, and blue flag, were ex-
porting our jobs to Third World countries for cheap labor and the
chickens have finally come home to roost.

However; unlike many other cities, this region’s economic de-
pendence on the military will lead to even more worker displace-
ment for several years as the cold war military budget declines.
There are those who would like to keep the defense establishment
going in order to have jobs. With a little vision, Mr. Chairman, I
suppose we all should have recognized that the cold war would end
one- day. That is what we said we wanted. And we should have
been involved in conversion for a peacetime economy. We are a day
late and a dollar short.

And, yes, as we wind down this cold war, there will beé a loss of
jobs, but I suppose it is time for leadership. It is time for us to help
this Nation understand what is possible in a peacetime economy
and do the kind of conversion that is necessary.
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Let me just say to you, Mr. Chairman, that while the U.S. unem-
ployment rate is about 7.1 percent, in Los Angeles County it is
about 8.3. In many minority communities the rate is twice as high.
Among minority youth the unemployment rate approaches some 50
percent. In some sections of my district which I represent, the rate
is even higher.

We have young men and women in many of our housing develop-
ments that have been dropped off of America’s agenda. They do not
show up in anybody’s statistics. They are not in school. They are
not in the unemployment statistics because, if you have not worked
in the past year, you are dropped from those statistics; young men
and women who desperately want a chance, who want a bridge to
cross over, young men and women who, it has been predicted, per-
haps will never work a day in their lives.

I think America is better than that. I think we can do better
than that. But the fact of the matter is it is not only Watts in
south central Los Angeles. This story is being rewritten daily in
Cabrini Greens, in Chicago, up in Harlem and Watts, in Detroit, all
over America increasing numbers of jobless young people, most of
whom are minorities, do not find their way into schools or jobs, be-
cause there are not support systems, but rather our prisons and
our jails are overflowing because these same young people, desper-
ate, oftentimes decide they will not be hungry, they will not see
their mothers, sometimes their fathers, their babies starve and
they choose to take a chance and the crime rates are increasing.

Mr. Chairman, the housing and the homelessness, we suffer from
a chronic housing shortage in this region of the country. High
property values combined with huge pockets of poverty creates
startling conditions in the Los Angeles housing market. A recent
study conducted by the Shelter Partnership here in Los Angeles
documented what we see every day. There are 12,800 homeless
family members and over 45,000 homeless individuals nightly in
Los Angeles County. Of these over 30,000 live in the city. There are
less than 8,000 beds available in the county. Every night these are
filled to capacity and, under the best circumstances, satisfy only
about one-third of the total demand for shelter.

We desperately need new housing construction. We need to make
more rental housing affordable. We need to think creatively as a
community and as lawmakers to solve the housing crisis which con-
fronts us. We are here at Patriotic Hall, and let me just add, about
one-third of those who are homeless on our streets are veterans,
people who have served in America’s wars. Even today as we sit
here, having been recently in the Persian Gulf, some of those who
served there are today homeless.

You hear a lot about gangs and youth problems. Well, that is an-
other well publicized problem in Los Angeles, but we are lucky to
have programs such as Amer“i”’can that are run by my friend, Jim
Brown. This is a program that has stopped to put a focus on young
people, many of whom I described a minute ago as having been
dropped off America’s agenda.

Jim Brown has gone into our housing developments and parts of
cities across this country where no one dared to go. He is engaging
young people in new ways. He is finding out that they, too, are just
like us, all they need is a little love and attention and a chance. 1
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am delighted to spend a part of my time working with these young
people and trying desperately to find ways to have them partici-
pate in our society in meaningful and constructive ways.

Finally, Mr. Chairman, let me talk about a looming threat that
we are confronted with here in this area, and I know that part of
this hearing will be devoted to, and that is the proposed merger of
Bank of Amenca—Securlty Pacific, the largest proposed bank
merger in the country’s history. We have heard that this merger
would cost up to 50,000 jobs. We have real questions about the com-
munity lending 1mp11cat10ns of the merger.

What will be the impact on_banking services for communities
like south central Los Angeles, communities which are severely un-
derserved by banks already? It is estimated by the Green Line Coa-
lition here in California that in 1990, 4 percent of the dollar
amount of Bank America’s loans were to low-income individuals
and only 2 percent of that 4 percent of Bank America’s loans were
made to African-Americans.

More specifically, only 156 or 0.2 percent of Bank America’s
loans went to low-income African-Americans. Moreover, the Feder-
al Reserve Bank report on mortgage discrimination reported that it
was 64 percent harder for African-Americans or Latinos to receive
a home loan than whites. This background gives many of us great
concern about the possiblé implications of allowing this proposed
megamerger to move forward.

In conclusion, we in Los Angeles, have decided we are going to
provide some leadership. Esteban Torres and I invited you and wel-
come you to be in this area because we have decided that we must
provide leadership to deal with these problems. We are going to
propose a new declaration of purpose and priorities. We are going
to demand because we do deserve. We will demand a slice of the
peace dividend. ‘ *

Mr. Chairman, Mr. Torres, today’s hearing will give us a clear
picture of the challenge before us. I hope we will be able to return
to Washington and translate our commitment into concréte action.

Again, Mr. Chairman, I thank you for allowing us this opportuni-
ty to share with you and this committee the troubles we face. I
look forward to working with you to solve the problems we will
identify today.

The CraamrMAN. Thank you very much, Congresswoman. We
really appreciate it and I, for one, appreciate your very kind and
generous-remarks. You certainly have spoken for us.

I am grateful and I want to express again may gratitude. The
staff tells me that your staff was absolutely indispensable. And Mr.
Torres’ staff. And I might, at this point, point out that from a tech-
nical, jurisdictional standpoint, we are meeting in a building that
is in Congressman Roybal’s district.

As soon as we found out that thisis where we would be, we had
the Banking staff came out here. They came more than a week
ahead of the hearing and they have been working hard to set it up.
These hearings are not easy to set up no matter where we go, even
in DC. But when it was determined we would be at Patriotic Hall,
we immediately notified Congressman Roybal. He may come in. 1
have been informed that he would try, but I did want to acknowl-
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edge the fact that his record has been clearly supportive on the
issues we will address today from the beginning.

Congressman Roybal followed me to the Congress just by about a
year. Congressman Ed Roybal, of course, is an institution, not only
here LA, but throughout the country. I do hope that he can ar-
range his schedule so he may be here. Whenever you go into a Con-
gressman or a Congresswoman’s district, we realize they have
forces at work there that they have to tend to first and foremost.
That is why we are grateful for your presence here this morning.
Usually, they are going to be committed long before they know
about a particular hearing of any committee.

We will start, if Professor Goodman will allow me, by recognizing
Mr. Michael Bodaken, who is the Housing and Community Rein-
vestment Coordinator of the office of the mayor of the city of Los
Angeles for the purpose, I believe, of giving us a welcome. So we
deeply appreciate that, Mr. Bodaken, and you are recognized.

STATEMENT OF MICHAEL BODAKEN, HOUSING AND COMMUNITY
REINVESTMENT COORDINATOR, OFFICE OF THE MAYOR, CITY
OF LOS ANGELES

Mr. BopakeN. Thank you, Chairman Gonzalez, and I am, indeed,
here to welcome you all today. Unfortunately, Mayor Bradley was
not able to attend this morning, and I am happy to welcome you
all on his behalf.

It occurred to me that it was not really appropriate for me to tes-
tify today because you are going to be hearing from some people
today who are actually much more affected than any of us on this
panel about the recession that is going on and they will be able to
tell you the actual impact of the recession on their daily lives.

I really appreciate the fact that this field hearing is being held
today in Los Angeles. Congresswoman Waters and Congressman
Torres, I really appreciate that sincerely. I think it is important
that you hear from the people about what is going on in Los Ange-
les today. I wanted to say a couple of remarks and then I will leave
it to the panel. I know you have a long day.

The first is, it is probably the most appropriate time for you to
consider these remarks in light of what is happening in Los Ange-
les. Dr. John Goodman will explain in detail what is going on in
Los Angeles statistically and economically and demographically,
but there is no question that the whole city and county is under a
tremendous burden right now.

The loss of 250,000 jobs in January was just announced yester-
day, in the month of January alone in this county. It is mind bog-
gling when one considers the impact of the recession around this
city. I live in Congressman Torres’ district and I can tell him first-
hand that we feel that every day.

Next, I want to take to heart your remarks concerning banking
legislation in the overview of the banking industry. Mayor Bradley,
together with the city council, Congresswoman Waters, and others
have testified regarding that pending bank merger and have pro-
posed specific legislation to tty to make sure banks do not disinvest
in south central Los Angeles and east Los Angeles.
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Separately, the mayor has expedited public works projects in Los
Angeles to make sure that those jobs which were bonded will go
forward quickly, that the voters have given us authority to go
ahead with public works projects. Now is the time to do infrastruc-
ture improvements, but we cannot do it alone. There is no way that
local policymakers can change the economic policy of this country.
That is up to the Chair and to the Congresspeople in the Banking
Committee, who I am addressing today. This has to come at the na-
tional level. And that is the reason it is so appropriate that you do
something about it today. -

I know from personal experience that Congresswoman Waters is
very interested in this dssue. I' will just give a brief anecdote. I
came to talk to her about housing legislation about 1% years ago
in Washington, DC, or about 1 year ago in Washington, DC. And 1
came to talk about housing legislation, and quickly I found out that
she quickly understood that meant jobs and she turned me around
on the subject very quickly.

And I am meeting with Congressman Torres about low-cost
checking legislation, in his capacity as Chair of the subcommittee,
in about 2 weeks here in Los Angeles. So you have brought togeth-
er people who really care about the issue and I appreciate that.

Finally, I want you to know, Chairman Gonzalez, that we are
aware of H.R. 4073. We are aware of the economic stimulus bills
that are being thrown out by different Democratic Members of
Congress. We are aware of those things and we follow them closely.
And we only hope that there can come about some consolidated bill
that people can get.behind to really do something about housing
and economic development in this country.

It is important from the people’s standpoint here on the west
coast that you understand that we do follow those activities and
they are terribly important for our public today.

Finally, I am going to, in advance, thank you for what you have
done here today. It is enough that you have come here today. It is
more than enough that you will listen to the people who will testi-
fy before you today: I only hope that you will take back to Wash-
ington and take in heart what they have to say to-you today.

é&gain, welcome from Mayor Bradley. We appreciate you coming
today.

The CuamrMaN. Well, thank you very much. And I can assure
you this is not the last of the committee’s presence in LA. We
intend to follow through. These are actually incipient hearings to
lay the base for legislation we have. already introduced. Both of my
colleagues here are an integral part of that legislation. And we feel
it will be indispensable as far as the jurisdiction the Banking Com-
mittee has.

Our committee had broad jurisdiction on some of these economic
questions. We have all the way from housing and community devel-
opment, to economic stabilization. In fact, we have a subcommittee
that is known as the Subcommittee on Economic Stabilization. So
we are trying to muster those resources to conceptualize the legis-
lation that will address these needs. Some of it is actually a compi-
lation of what we have been trying to do for 10 years, but have not
been able to succeed in accomplishing. So we are ready as far as
legislative enterprise is concerned.
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But it will require a great deal of support and, we anticipate re-
turning to LA. We are not coming here for any other purpose than
what we said. We-are here to learn. We are not here to tell any-
body anything, but we want to learn and we are going to learn We
deeply appreciate the message you have brought

Mr. BopaKEN. You are welcome any time, sir.

The CaairRMaN. Thank you, sir. Dr. Goodman, thank you very
much. Without any further ado, we will recognize you.

STATEMENT OF JON GOODMAN, DIRECTOR, THE ENTREPRENEUR
PROGRAM AND PROFESSOR, SCHOOL OF BUSINESS ADMINIS-
TRATION, UNIVERSITY OF SOUTHERN CALIFORNIA

Mr. GoopMAN. Thank you, Mr. Chairman. I really apprec1ate
this opportunity, I think.

When I was first contacted by the committee’s staff, I thought I
would do the usual number with all of the statistics and I probably
would have been able to give you a superb nap for at least 10 min-
utes and you could have rested. But, in fact, 1 view this as an op-
portunity to really expound what I thought was a theory and now
is becoming a belief.

I came to California, I came to Los Angeles in July 1989 and I
came from Texas. And when I came here, everybody said to me,
“Buy now, it will never be cheaper.” And I walked around and I
said, “This is really strange, it smells like Texas here to me.” Ev-
erybody said, “No, no, California will never be Texas, it has a di-
versified economy, aerospace, real estate and construction, banking
and financial services, agriculture, entertainment, and no- compo-
nent of the economy accounts for more than 11 percent of employ-
ment,” where in Texas when I founded the first economic develop-
ment program there in 1984, the economy was about 81 percent
based on the energy industry.

So 1 said, “Oh, absolutely right. I have to go back to school. I
have to learn all over again.” In the last 21 years, I have discov-
ered some very, very troubling facts and some of them have to do
with plain bad luck.

Bad luck number one; half of the industries that make up the job
creation drive of southern California are in the tank at the same
time, aerospace, agriculture with the white fly problems, light
manufacturing with the many, many problems they face, both in
competitiveness and costs, the entertainment industry and, of
course, all of the things we know about banking and financial serv-
ices.

The New York Times, the Sunday Times, had a very interesting
article last week. And that article basically said that the econo-
mists were not worried because they thought the loss of jobs could
be absorbed by a growing economy. If you believe this is a recession
then you believe these jobs are coming back. If, in fact, you believe,
as I do, that this is a fundamental restructuring of the economy,
the problem with the loss of these jobs is they are not coming back.
“ "The jobs in agriculture are not coming back, the jobs in aero-
space, the jobs in banking and financial services. We are facing a
loss probably in southern California this year of approximately a
half a million jobs. The biggest problem is that these are primarily
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manufacturing or manufacturing related jobs. When you look at
what is called primary employment, you add into that primary em-
ployment manufacturing and manufacturing related and construc-
tion, also banking and financial services, you then have to look at

the multiplier- effect.

In 1970, at the beginning of California’s boorn, there wére two

service jobs for every one manufacturing job. That number is now

approaching five. That is a staggering growth and multiplier from
1970 to 1992. As you know well, service jobs are much less secure.
They pay on an average 25 percent less than manufacturing jobs.
They frequently do not carry with them employee benefits, health;
pension, and the like and they are what we used to call in Texas
soft jobs.

They come and they go. And there is absolutely nothing that
drives ‘their being there. We have an eriormous labor force that is
unemployed. Everyone knows that. We also have a staggering size
labor force that is underemployed, where their wages have gone
from $50,000 household income to $35,000, or $100,000 to $70,000
or, and no one I know weeps at these figures, $200,000 to $100,000.
Not vonly does that mean much less money in the economy, but,
and this is where I started my story, it came to me after 2% years
that there is one distinct similarity between southern California
and Texas, and that is the primary industry that drove this part of
the country was inflation, inflation in real estate.

There have been billions of dollars taken out in home refinanc-
ing, in home equity and put inté the market as if they were pro-
ductive dollars. Now, what has happened is the economy has hit
the wall. Fifty-six percent of the assets, the loans at the banks of
southern California, are real estate secured. You can refinance, but
you cannot get a dime out of your house anymore. What one has
now, in addition to earning less money because of underemploy-
ment, in addition to the contraction, the numbers of primary em-
ployment jobs, we now have no ability to get this artificial fuel into
the system. The economy has absolutely come to a screeching halt,
not in time to not hit a brick wall and it is quite literally hitting a
brick wall.

I think that within the next year, there will be very little cheer.
The real estate industry will continue to deteriorate rapidly. And
with that goes the last hope in southern California of the ability to
get a little extra money on the side to make up for what would be
a temporary loss of jobs or a temporary lowering of income.

This is a rapidly deteriorating downward spiral. Southerri” Cali-
fornia, like virtually every other booming section of the country,
has virtually no infrastructure in terms of job training and retrain-
ing, educationally infrastructure development, housing, the kinds
of things that convert soft jobs into hard jobs.

And 1t is bridges, it is houses. It is also training and retraining,
because we cannot forget that all of the people that are unem-
ployed and underemployed will go out into a market where there
are no jobs anymore. It is no longer possible in the United States to
earn a middle class wage standing in an assembly line. So what we
have to do is very much tied to the ability to take a long-range
view. And we need, we desperately need, national Federal help to
work with local communities, to train young people, to work with



12

the community college system in job retraining, in dislocated
worker programs, and in anything that develops jobs.

The Entrepreneur Program at the University of Southern Cali-
fornia has a very clear philosophy. We are in the business of
wealth creation, and the definition to us of wealth creation is job
creation. By providing new businesses, expanded businesses, we are
going to be able to reemploy people, but we are looking at a 5- to
10-year horizon, and it is a very, very grim fact.

I appreciate the opportunity to be before you. I do not want to go
on and on for 14 hours quoting these really disastrous statistics,
but I will say our program has begun some work now in south cen-
tral Los Angeles. We now have a counseling center for businesses
in that area and we are running a limited summer program to
teach high school students about the values of small business and
how to get into small business and how to basically employ your-
self over the next however long, until our business formation
catches up.

In the late 1980’s, we could absorb all these laid off workers be-
cause we were creating 1 million new businesses a year and 1 mil-
lion new jobs a year. We are not doing that anymore. And it is not
happening here in southern California. To the extent that we can
work with the Federal Government and with local governmental
entities to develop economic development programs that teach
people how to fish, that is the key issue. We will be able to come
out of this, but it is going to have to be a proactive strategy, clearly
leadership, but it has to be job creation because we are going to
drown in the unemployment and the underemployment.

Thank you very much.

The CHAIRMAN. Thank you, Dr. Goodman, for a most perceptive,
very comprehensive, and succinct statement. What you have said is
borne out from what we have heard in these various States, all the
way from South Carolina to Connecticut to Maryland. We had wit-
nesses, for instance, that reported their inability to find a job any-
where. We had one witness in South Carolina that had worked in
Texas, in California, and Ohio, and here he was stranded, living
out of an automobile in South Carolina and unable to find a job
anywhere else today.

In other words, what you just said is aptly confirmed by what
has happened. It used to be a worker could quit, and we had a wit-
ness in Washington last week or the week before, who was from
Oregon that said essentially the same thing. And she said, “My
father, for instance, I remember vividly, he quit one job and he had
another one the next day, but not any more.”

And the need for leadership. is acute. The Congress is a numer-
ous body. It never has, in our history, arisen as a unitary force at
any particular critical junction. If it had, you would not have had a
Civil War. If it had, you would not have had the civil rights dis-
turbances after the war, the Second World War. It just is a disag-
gregate body, it has to have the unity. That is why so much power
had been delegated to the Presidency since the inception of our
government, because it is a unitary part of a government. It can
act with the dispatch in time of war that is needed.

Nevertheless, what we have had is an abdication, not only from
the executive branch, but from the Congress as well. I think that
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what Congresswoman Waters mentioned awhile ago in her attempt
to promote action. I believe you said it was in the California Legis-
lature, the assembly, that you found you could get neither Demo-
crats nor Republicans. Well, that is our same challenge today.

We have to cut across the level of consciousness first. And we are
doing that. We are even get®ing amazing words of support from the
minority on our committee because they are in fouch with the

folks back home. That is our hope and we hope to translate what

you have given us.

I will have questions, but I will submit them in writing, because
I will be asking for a little further refinement of the statistical
presentatlon you made, but we are extremely grateful because I
think in just a few words you have summarized what we have been
hearing in the various sections of the country.

It is pathetic. It is sad. As I was saying awhile ago to Ms. Waters,
it is not an act of God. It was foreseeable. There were some, like
Ms. Waters, myself, Mr. Torres, that had anticipatory legislation,
but you just had no interest and you could not break through the
level of consciousness. There was smugness and a complacency
which, even now, exists.

We still do not have the perception on the part of our national
leaders on all levels, private and governmental, as to the extent,
the depth, the profundity, the complexity, the scope, the scale of
the tremendous crisis we confront. It used to be the economists,
and you are better than I would ever hope to even try to be. I used
to ask some of these famous economists, Galbraith and the like,
when they appeared before the committee, I said, “What deter-
mines a recession from a depression?” I always remember the one
definition. They said, “Well, the recession that lasts more than a
year is a depression.”

Well, we have had this condition since August 1990. So what you
say, as sad and disappointing as it is, I think you are far more cor-
rect. and, as sad as it may be, we have to face reality in the fact
that we are looking at the permanency of the loss of economic ac-
tivity which means jobs, but .that this country is still a dynamic
one. The people are there, but where is the leadership?

So when the leaders do not lead, the people must push. But it is
how that push will come about that worries me. In any event, I
want to thank you and I will have some questions I will be submit-
ting in time. You will get a transcript of the hearing from the Re-
porter and I hope to have the questions by the time you have the
transcript to review it, but thank you very much.

Mr. GoopmaN. Thank you, sir.

The CHAIRMAN. Mr. Torres.

Mr. Torres. Mr. Chairman, I will also submit questions in writ-
ing in the interest of time. I very much appreciate the two of you
being here today. I took great note of your comments. I think they
are critical for us to really understand. I think the message is
there. Thank you very much. I yield back the balance of my time
to Ms. Waters.

Ms. Waters. Thank you very much. I, too, will have some ques-
tions that I will submit in wntmg I Want you to know, however,
that some of the young people in this room today, because of the
difficulty that they have had getting employment, we did start an
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entrepreneurship training program called Project Build Plus,
where we were able to wrestle a few dollars through Wagner Piser
monies from the: Federal Government to have some grants to try
and get some people started.

The questions that I am going to raise with you in writing will
have to do with where do you think the capital will come from for
small businesses. What does a community that is basically red
lined, even when there is no credit crunch, do about discrimination
in lending? And how can young people, who have good ideas but
confront racism and discrimination from lending institutions, real-
ize their ideas even when these institutions were lending to young
people with 4H programs? They do not lend to kids in inner cities.

You can help us with that. Perhaps we could factor something in
as we look toward possible entrepreneurship as a way to deal with
this joblessness. I would like to see your ideas about that.

Mr. GoopmaN. Thank you. I would be delighted.

The CuaairMmaN. Doctor, thank you very much.

Our next panel, and we are most fortunate to have the very
famous, nationally known Jim Brown, the director of the Project
Amer“i”can accompanied by local members of the group he has
been working with. We will have Claudia Moore, the Commission-
er, City Housing Authority and the Senior Case Coordinator for
Project Build.

We have Brother Modesto, Solidad Enrichment Program; Gus
Frias, the Criminal Justice Education Specialist from Los Angeles
County, Office of Education, who is also doing and has done a tre-
mendous job here and has given us his latest production and for
which I wish to express my gratitude at this point.

Do you have enough chairs behind you there, Mr. Brown?

Mr. BRowN. Oh; they are going to stand up.

The Cuamrman. Oh, OK.

Mr. Brown, we will recognize you first and let me thank you very
much on behalf of this committee for being here today. I know that
it was not easy to take time. I know what you have been doing, the
work that you have volunteered to do for a long time. I really want
to express the gratitude of a lot of people that probably you would
not hear from but are aware of your efforts. Without any further
ado, I would like to recognize you 4o proceed as you deem best.

STATEMENT OF JIM BROWN, DIRECTOR, PROJECT AMER“I"CAN
ACCOMPANIED BY LOCAL REFORMED GANG MEMBERS

Mr. Brown. Thank you, Mr. Chairman. I would like to say good
morning to everyone that is in the room. And I would like to point
out that sitting next to me is our head of the Department of Educa-
tion, Mr. Akila Shirrell, who is a very dear friend of Congressper-
son, Congresswoman, Maxine Waters, who is also a dear friend of
mine. We would like to thank her for really inviting us. Maybe it
was not her original idea but we did get the invitation through her
office.

So with that out of the way, I would like to say that in most
cases, in representing any kind of movement, any kind of ideas
that we represent, we try to show results and action. And what you
see this morning behind me is a beautiful representation of an area
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that is disenfranchised. These young people are not faking. These
babies do not belong to anyone else.

Their discipline is not because they have been hatrassed or in-
timidated. It is because all of these young-people you see believe in
positive change. The approach that was made to them, I think, was
key in having them take control of their own lives. They have been
given respect. They have been given love. They have been given a
blueprint on how to operate within this system.

The name of our program is the Amer“i’can program, “I can”
being the last four letters in American. A lot of people said we
could not use the word American. I defied that because I said to
them that this is the greatest country in the world and what we
have to do is find a way to be able to buy into the system so that
we can enjoy the things that a lot of other people have been enjoy-
ing in this great system.

So I would like to thank them because they were actually invited
last night and we defy any other group in this city to be able to
make a phone call in one night and have these young people re-
spond. They have all been empowered to believe in themselves. We
have a program which teaches life management skills. It might
seem corny to most people, but love and bonding is a foundation of
it. The skills that are applicable every day to all people have not
been given to a lot of 'young people. Not only a lot of young people,
a lot of you out there do not possess all of these skills, when you
talk about decisionmaking, problem solving, emotional control.

Let us just take emotional control. One of the main things that
young people have to learn is how to control their emotions, be-
cause it is the lack of emotional control that causes a lot of things
that are very negative in our system. You must understand family
relationships. You must understand how to handle money. You
must understand job seeking skills. Your attitude, your positive at-
titude change, becomes absolutely necessary.

The ability to understand that the first step in problem solving is
to have full knowledge of the problem. We speak a language. It is
the language that allows us to get along, to impact our community.
Our goal is to be able to achieve now that we have proven, not only
in Los Angeles, but in Las Vegas, Ohio, now going into Oregon,
Oakland, Chicago, and New York, that if we are properly support-
ed this can spread.

We believe that every organization out there that is doing some-
thing positive is relevant. We do not want to replace anything that
is there. We only want to support Project Build. We only want to
support all of those great efforts that have been out there. But we

-are the missing link, the missing link meaning that there has been
a common consensus that a generation of young people should be
written off.

The police force says that this generation is lost. We must go
past them and concentrate on the youth. There is no way that you
can write this generation off and say that you understand human
behavior, because positive change, attitude change, motivation, is
the thing that we stress most. And every one of these young people
will tell you that they believe that they have changed.

I will say something else. When you talk about writing off a gen-
eration, you must understdand that these young people are the ones
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that control those communities. The heads of these other organiza-
tions do not control those communities. These are young warriors
that have tremendous impact upon their community, not only on
each other but their mothers, their family and, most of all, their
kids. And you have an army of young kids that are growing up out
there that you think that as an external force you can change. You
cannot do that. You can help with that change.

These young men and young women that we deal with are, the
ones that will turn these young & and 9-year-old kids away from
the Uzis to going to school and buying into the system.

So we have had limited help within the city. I do not blame the
city. They have been naive. They think I am a football player.
They do not realize I graduated from college, that I have been a
part of OPEC, going to Grenada to bring about joint ventures. They
have no idea about my background.

So they sort of write us off. “Jim Brown is just out there walking
around with no curriculum, no intellect and he is just spreading
goober dust and these kids are following him.” They are a little
brighter than that.

So in conclusion, we are saying that, if we can have your sup-
port, I think we can enhance the various institutions that are out
there. We can help young people get their GED. We can help with
extension schools, normal high schools. And we are not guessing,
because we are already doing this in certain places across the coun-
try.
So that is my presentation to this body this. morning. I would
like to thank all of you for listening to me.

The CuAIRMAN. ‘Well, we are the ones that want to thank you,
Mr. Brown. I just cannot conceive of anybody, here or anywhere
else, not being aware of your background. It is a tremendous back-
ground, scholastic as well as athletic. But above all, anybody who
does not have an idea of the dire need for a volunteer like yourself,
I just cannot conceive of it. I only have one question.

You say a police report referred to this generation as a lost gen-
eration?

Mr. BrownN. Well, it is not only a report, there has been common
consensus in newscasts. There have been high officials in the police
department that have made that almost a policy. I felt that even in
here it would be felt that these young people are written off. I
mean, I call them young people, but these kids are in their early
twenties.

The CualRMAN. They are.

Mr. BrRowN. They are the leaders, but, yes, that has effected
them tremendously. And if I might, if Akila might address that for
1 second. He can speak for himself.

STATEMENT OF AKILA SHIRRELL, HEAD OF THE DEPARTMENT
OF EDUCATION, LOS ANGELES, CA

Mr. SHIRRELL. First of all, I thank you for inviting us, Mr. Chair-
man, Congressman Waters.

The CHAIRMAN. Thank you.

Mr. SHIRRELL. And I want to say that society categorizes us gang
member, ex-gang members. They put us in the same category as
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animals or something that is not human. They might speak of us
as, they say that we are heartless, that we have no feeling, that we
are merciless killers. But what they. do not understand is that they
do not understand the reason behind these things that are happen-
ing and they do not really care about it, because they know it is
going to take a process in order to change a lot of the negative
things that are going on in the community.

Yesterday, I think-it was the day before yesterday, I was reading
an article in the paper and they were talking about approaching
and changing the community and having the community change
the individuals. And I just felt that that was kind of backward, be-
cause it is not the community that is changing the individuals; it is
the individuals in the community that change the community.

And if we expect to change the community and get it back run-
ning in its proper direction, we are going to have to empower the
individuals who control those communities. For instance, in Jordan
Downs projects on Grape Street there is a gang there. And al-
though, you know, we have Southeast Police Department, we have
Joan Mickey Flores was our councilwoman, they do not control
anything down there.

If you come in the projects and you want something done, I mean
as far as the streets are concerned, then you have to go to the shot
callers in the neighborhood. You have to go to a Chopper, you have
to go to a Doc, in order to talk about bringing about some kind of
change or even letting something in the community.

And if they do not want it there, they will tear it up, as we have
all seen for the past 10, 20 years. And I think that it is time that
society starts recognizing these ex-gang members for the power
that they have, whether that power is negative or positive, but em-
power them so that they can guide the children in the community
in the right direction.

They come down in the community, they tell us, “Yeah, we want
to help the kids and we want to do something for the kids,” and
then they come down maybe 2, 3 days out of the week, you know,
talking to the kids, maybe take them on a few trips. And the kids,
you know, the kids in the neighborhood are real intelligent and
they know what is going on, so they are going to play off that and
they are going to get everything out of you they want because it is
all about manipulation, and thén they are going to send you on
your way, and there is not going to be any kind of real change.

In our program we deal with three forms of change, I mean three
kinds of motivation. One is fear motivation, and fear motivation is
the worst form of motivation that has constantly been used in this
system to try to get us to do things. “I will send~you to jail if you
do not do this. I will put you on probation. I will kill you.”

Then you have incentive motivation, which is a term for féar mo-
tivation because they will give you something for the services that
you do. They will pay you to stop gang banging or they will get you
a job to get you away from banging.

But the most important, form of motivation is attitude change
motivation, when you know for yourself that it is time to change,
that you know for yourself that this is the right think that you
should be doing. And the Amer“i”’can program is where we learn
attitude change, along with a little incentive, of course, because we
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cannot deny that the majority of the situations that are happening
in the inner city is because a lot of the people down there do not
have their primary needs met. _

The same thing that everyone in this room needs in order to sur-
vive day by day, is that same thing that these brothers here need
to survive day by day; food, clothing, and shelter. A lot of brothers
go from house to house, you know, apartment to apartment, car to
car, just to try to get a place .to stay. And then when government
agencies come down there and they ask us, what do we need, and
we tell them we need economics, they will say, “What do you
need?”’ We say, “Economics.” They will say, “What do you need?”
We say, “Economics,” you know, because a lot of these individuals
do not have their primary needs met.

Once you get your primary needs met, then you can deal with
your secondary needs; your self-esteem, your motivation, how you
feel about yourself when you lay down at night. And then from
there, you can go on and deal with your social needs, which is your
reputation and how you are accepted by social institutions and soci-
ety.

Many individuals in the community get their primary needs
somewhat met. They probably stay over at a friend’s house, have a
little clothes and then, instead of dealing with their secondary
needs, their self-esteem, they go directly to their social needs, their
reputation, which becomes their self-esteem. So now it is, “If you
believe in me and you look at me, then I will believe in myself, but
if you do not recognize me for what I do, whether it is good or bad,
then I do not believe in myself. And then I will do anything to get
you to focus on me and to recognize me as somebody.”

And I think that, you know, through the program, the program
has given us that opportunity, that platform, to display a lot of our
talents. And I would like to thank you. [Applause.]

The CuAIRMAN. Thank you very much, Mr. Shirrell.

Are you a native of LAY

Mr. SHIRRELL. Yes, sir.

The CuaairmMaN. Well, the best way that I know of that we, the
collective group known as the committee, can be helpful will be to
follow through and encourage you to work with your Representa-
tives who are already on your side. As Mr. Brown indicated, in
going through these other entities, other cities, you can be there to
aid and add to these efforts.

It is the same way with us. We do not intend to just come here
and have a hearing and then forget about it. But the best way we
know to be helpful is to follow through and work through.

On a personal basis, I will just say this; perhaps I comprehend
much more than the average person in this room because after the
war, I ended up working for the Bear County Juvenile Court and it
was a challenge.

At that time, as today, my city, San Antonio, was a war impact
area and the headlines told of a 450-percent increase in juvenile
crime. And you are right, Mr. Shirrell, the attitudes that I saw
when I entered the workplace and saw that what passed for proba-
tion work was terrible. The workers had guns. I was the first one
to refuse to wear a gun. I did not think I was going to do police
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work. I did not want to work if that was it. I was not trained to do
police work.

But the attitude was, ‘“Well, these punks, you know, they are not
worth anything,” and so forth. You are right in your belief. I saw
and I witnessed much of the beauty and the results of the work
that Jim Brown and all of you are doing. All I can say is that I, as
one individual who can fully appreciate the dimensions of what
you are doing here, am profoundly impressed and very grateful.

This is really adding to the wealth, the common wealth, of our
country, because you are working toward the real and the most im-
portant and valuable natural resources which are our people, our
fellow Americans. I also conipliment you on the choice of your
slogan word. I think that is great. I do not know if you care to in-
troduce any of the other members that you have here today. If you
want to, you can introduce each and every one of them. We will be
glad to see them and congratulate them.

Mr. BRowN. Thank you, Mr. Chairman. We have taken a lot of
time. I would like to have Akila introduce everybody and we have
different groups, because we have different areas of the city that
we operate in. So, if he does not know everyone then Juan Longino
can do the rest. Akila, would you do that and then we will, of
course, turn it over, Mr. Chairman.

The CHAIRMAN. All right, sir.

Mr. SairreLL. The first group of individuals that I am going to
introduce are mostly from the Jordan Downs projects, ex-Grape
Street, starting with Scottie.

The CrairMAN. Oh, yes. We met him when we came in with the
Congresslady.’

Mr. SHrreLL. Big Doc, we got Wig Out. We got Billy. We got
Beau in back, Ray-Ray. That is my brother Daoud, High T, Play-
mate, Be Nlce We got Usama, Reg, and from the west side we have
Kemo and we got Charles. Charles is also from Jordan Downs and
Juan Longino is our facilitating captain in Compton.

The CuHaiRMaN. What about the two little beauties you have
there?

Mr. BrRowN. Daoud?

Mr. SHirreLL. These are my kids. This is Daoud Junior, this is
Melissa.

The CHAIRMAN. Well they are beautiful. Thank you for bringing
them.

Mr. BrRowN. Mr. Chairman, if I might mention one thing. There
are so many things, in closmg, that are a part of this. I would like
to mention one thing. We have a youth department and Play Mate
is in charge of that. And the action that Play Mate takes is there
are 300 kids in Jordan Downs that he is responsible for. And he
works with those kids every day. And they are very disciplined,
they are very talented.

And this young man is not employed to do that. So it gives you a
good example on what attitude change means. And we are very,
very proud of him. We have many, many other young people that
are not here that, on their own initiative, are really doing a fantas-
tic.job. I certamly would like to.thank you.

The CHAIRMAN. Mr. Torres.
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Mr. Torres. I have no questions, Mr. Chairman, other than to
echo your comments. I think you succinctly talked about what you
see here. I am tremendously proud of them, looking at them and
understanding what Mr. Brown has done is a commendable job. If
this could just be multiplied a thousandfold, I am sure we could
begin to resolve a lot of the problems in our inner cities, in our
country. So I commend all of you.

The CHAIRMAN. Ms. Waters.

Ms. WaTERs. Thank you very much, Mr. Chairman. I, too would
like to thank my friend, Jim Brown, for the work that he is doing.
And I would like to say to all of my young people who are here
today, I am so delighted to see you. 1 love you dearly and your
being here today helps me to focus the Congress of the United
States of America on what you are doing and the possibilities that
the future holds for you.

The chairman mentioned earlier that, in the time that I have
been in Congress, that 1 have proceeded in somewhat of a fire
storm fashion, but I do not have a lot of time to waste, and I.think,
Mr. Chairmnan, you can. see: why. These are young people who are
really trying. These are young people who are changed. And I want
you to. know that prior to Amer“i’can, these were young people,
many of whom tried very hard, but now I think we have the mix,
we have the support system and we have the kind of program that
will engage them in ways that they can sustain their efforts to be
employed and to be leaders.

You have some young people here that got up at 5 o’clock in the
morning to be on a job training program that we forced them to
take and to be there at 6 o’clock in the morning, who worked hard.
The system was not prepared for them and the system did not sup-
port them. And they struggled hard. I can remember them getting
together in one unit the night before and studying for the test that
they were to take and they passed their test.

And they went into the job training program, freeway construc-
tion program and they tried very hard. They made their tool boxes.
Many of them went without lunch money, without transportation,
did not know how they were going to get there. They piled up in
cars and they got there, but the system did not support them.

With Jim Brown and what he is doing, they will develop the
inner strength and begin to understand not only who they are, but
how important they are as individuals and I think this combination
will mean success. I am thoroughly optimistic and convinced that
this program will do for them what many of us, perhaps, did not
understand that they needed in the way of support systems.

So I am just so tremendously proud. And when we go back, Mr.
Chairman, you can share with the other members of our committee
that gou met them here today and that they will be a part of our
agenda

The CHAIRMAN. I intend to.

Ms. WaTERS. Thank you very much.

The CuHairMAN. Thank you. Well, Mr. Brown, I think the big
factor is that you have given the biggest gift of all, which is your-
self. And no greater gift can any man give. We want to thank you
very much. If you have any additional statement you wish to make,
feel free to do so.
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at this table that are standing behind me, for months often we
have no jobs to send them to. I can also tell you that idle hands
work in the deyil’'s workshop. If we cannot find jobs for these
young people, they will find outlets for their frustrations. Every
day we work through Project Build with drug dealers. We work
with gang members. We work with other people involved in differ-
ent aspects.

We work with mothers on AFDC. The vast majority of them
simply want a job. They want a chance to live in this society as
independent individuals, to be able to take care of their own fami-
lies. They want to be loved. In short, Mr. Chairman, they want the
same thing anyone else in America wants. But they are always at
the end of the line. Our schools are understaffed. Our social service
delivery system are overwhelmed. And people feel, in many in-
stances, that the police department represent: an occupying force.

We must do better for those Americans at the bottom. Someone
said, “The measures of the sucécess of a society is not how well the
people on the top live, but instead how we take care of the people
on the bottom.” Today, under these criteria, America is not doing
very well.,

Mr. Chairman and members of your distinguished committee, 1
mentioned to you earlier in my statement my son, Darrell. As I sit
here and I listen at the young men talk and I listen at Mr. Brown,
my thoughts went to my son, because he was not immune to the
pressures of urban life. I learned one morning, looking at a news
television broadcast on channel 4, that everything that I have been
taught against, everything that I fought hard against, gang bang,
drug dealing, that my son was arrested and accused of a drive-by
shooting where someone innocently was killed.

I 'want you to know that I love my child. I write and I visit Dar-
rell. He was convicted, found guilty and is now serving in one: of
the State prisons, 27 years to life, and he.is 23. I make it my life
work to try and ensure that. there are no more Darrells that I come
in contact with, hopefully, through Project Build in. the prisons.

I do not want any other mother to have to see their children on
television described as gangsters or read it in the newspaper. And I
do not want any other families to have to bury loved ones out of
some. senseless violence call gang banging. Because of this, my
daughter, Jackie, the one that I told you earlier about that had
graduated from UC Irvine, has enrolled back into school, taking a
paralegal class, to learn criminal law.

I have been appointed by Mayor Bradley to the commission
which oversees the housing authority. I have become a senior case
manager with Project Build. I have, as I said, committed myself to
serving my community, in some cases, I hope for myself. Mr. Chair-
man, members of this very distinguished committee, we need jobs
in this community. We need stronger educational programs to
work with troubled young people. We need programs to help give
tlﬁem and help make them feel that self-esteem that we know is
there.

We need more people like Congresswoman Maxine Waters and
Jim Brown, who are prepared to come into the public housing
projects and work with the people that need it. And I would like to
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thank you for your time in listening to me this morning. Thank
you. [Applause.]

The CaairmaN. We want to thank you, Ms. Moore, for answering
our summons and being here. It is not easy to come up and testify
like you have. And you can rest assured that it is most helpful to
this committee.

I believe what we will do, unless my colleagues have differences,
why do we not keep going and recognize the remainder of the
panel and then at the end, maybe we will have some questions?
Brother Modesto.

STATEMENT OF BROTHER MODESTO LEON, SOLIDAD
ENRICHMENT ACTION PROGRAM

Brother MopesT0. Good morning, members of the committee. My
name is Brother Modesto Leon and I work with the Solidad Enrich-
ment Action Program. In 1972, working out of the east LA Mara-
villa community, I found myself working in a parish church as a
young brother and a young lady named Rita Figueroa came to my
door of the rectory to bury her second son and that was my initi-
ation into the gang work here in the city of Los Angeles in 1972.

As we went through the process of burying this young man and
Rita had gone through this before, that night in the church we had
700 young people that went to the wake and they were very angry.
And I had no words to tell them. I had no hopes for them except
maybe for Ronnie a different life in a different world.

Two weeks later, Rita came back to the rectory and asked me to
bring the mother of the boy that killed her son together with her.
She wanted to meet the mother because she realized what that
mother was going through because if her son had done the killing,
she would alse be in that .agony. So in 1972, Rita, along with us,
formed a concerned parent program which is to bring parents to-
gether who had lost sons and daughters in violence. That group
now has 22 groups in the city and the county of Los Angeles of par-
ents who have lost sons and daughters, parents who want-to make
a difference in the lives of their sons and daughters.

We know that in 1991 we had 771 gang homicides in LA County,
T71 young people died. I, myself, had 126 funerals that I buried of
those 771 youth, youth that T have known, youth that I have
worked with their parents for the last 20 years.

Last year’s violence was 18 percent higher than the year before.
Just four or five blocks from here Pico-Union/MacArthur Park
area, last year we had 26 young people who died within a mile
radius of corporate America downtown. And the parents and the
young people, on a daily basis, ask me, “How can we get our yourig
people out of gangs unless we give them an alternative?”

And we look around and we say, “There are no resources.” I find
myself, 10 percent of my time, burying young people and 80 per-
cent of my time justifying that we need jobs and programs for
young people in front of funding sources that are dwindling as we
all know. Basically, young people are looking for a way out but we
have no options, we have no opportunities to give them and that is
sad.

.,
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Mr. BRowN. No, I think I like what I hear from the committee. 1
think the young men also like that because, as Congresslady
Maxine said, you know, we need the support of the system. It is the
greatest in the world. I have always said that and we need exactly
what you are saying, not only in actuality, but just motivation, be-
cause this meeting this mogning, I know, will help our work tre-
mendously because they can see you and hear you and they do not
have to hear me tell them about you.

So it is very important for us to be here. Thank you.

The CaaiRMAN. Thank you very much. OQur next witness is Ms.
Claudia Moore, Commissioner, of the City Housing Authority and
Senior Case Coordinator for Project Build. [Applause.]

STATEMENT OF CLAUDIA MOORE, COMMISSIONER, CITY HOUS-
ING AUTHORITY AND SENIOR CASE COORDINATOR, PROJECT
BUILD

Ms. Moore. Thank you. Chairman Gonzalez, Congresswoman
Waters, Congressman Torres, my name is Claudia Moore and I am
a resident of one of the largest housing developments in the city of
Los Angeles. That housing development is called Nickerson Gar-
dens, population 5,000 people.

There are 21 housing developments for the city of Los Angeles.
We do not call our developments projects any more. We call them
housing developments. I am the mother of five children. My chil-
dren are; Reginald, 26, Angela, 25, Jackie, 24, Darrell, 23 and
Randy, 9.

Like any mother, I love all my children and I recognize that each
one is an individual with different needs and different personal-
ities. All of my children graduated from high school except one.
And I will talk about him, if you will allow me, a little later on.

My son, Reginald, is an assistant manager for Boys Market. He
got his job through Project Build. My daughter, Angela, is a word
processor. She, too, got into the job training program, Project
Build. My daughter, Jackie, is a graduate of UC Irvine, with a BA
degree. And she is an administrative assistant at one of the local
high schools in Irvine.

My son, Darrell, is very special to me because he is incarcerated.
And I will talk about Darrell a little later on. This morning as I
got ready to come here, Randy said to me as I said my speech to
him, my little 9 year old, “What are you going to say about me?”
And I said, “I do not know; what do you want me to say about
you?”’ And he said, “Tell them that I am in the fourth grade and
my dream is one day to be a wide receiver for the NFL.” And he
wants to go to the University of Michigan, he says. Now, by 9 years
old, that probably will change, too.

I was born in Los Angeles. My family moved to Shreveport, LA
in 1948. T moved to Los Angeles in 1963, right after I graduated
from high school. Like everybody, I had plans of doing many things
with my life. I enrolled in a junior college here in Los Angeles,
Compton Junior College, and took a job in a medical center.

Like the residents of Nickerson Gardens, so many of them, I
started my family early, with two children moving into Nickerson
Gardens. Nickerson Gardens was the first apartment that I ever
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had and I was on AFDC, raising my soon increased family of four
children.

My involvement with the community began early in my residen-
¢y in Nickerson Gardens; The housing authority had just installed
peep holes in the front door. And one morning I got up to look out
of that peep hole and the peep hole was missing. So I went to the
housing authority and put in a request for the peep hole and I
thought they would replace it without me havmg to pay any money
for it because I did not steal it.

I was told that I would be billed for it. I became angry. So the
manager of Nickerson -Gardens, because there was no resident ad-
visory council at that time where residents came together to meet,
decided that he wanted to put together a meeting and hear the
community concerns of the residents and I attended that meeting.
And at that meeting I talked about my peep hole missing and I
talked about the poor installing of that peep hole.

The manager became interested in what I had said and later on,
he asked me would I represent Nickerson Gardens and he would
appoint me to be the citywide representative to go downtown to
talk about problems in the community. So, I did that.

I later ran for president of the Nickerson Gardens Resident Advi-
sory Council and it was through that organization, the Resident
Advisory Council, that then Assemblywoman Maxine Waters came
to our community with a dream about a program that she wanted
to help the people in public housing by her being a product of
public housing herself. And that program is called Project Build.

I became the resident coordinator of that program because one
thing then Assemblywoman Maxine Waters realized was that the
people living in the community were the people that knew what
was going on in the community and that would be best to work.in
the community. I remember that my son, Reginald, upon graduat-
ing from high school, he told me that he needed to find himself. So
he had laid around sleeping, whatever, for 6 months. And when
Project Build first came to Nickerson Gardens, we recruited 116
people.

In that 116 people Reginald was one of the people because I
flatly told him, “You have found yourself long enough; 1t is time to
get up and go on and let us see what we can do for you.” I learned
from then Assemblywoman Waters that charity begins at home. So
naturally, as I help my community, I am going to look around and
see what I can do to pull mine by the bootstrap and make them do
what they are supposed to do.

Through Project Build we were able to secure a job for Reginald,
as I told you earlier. And he got that job in 1986 through Project
Build. He is still there. He went up the ranks. He is assistant man-
ager. Project Build instills what Mr. Brown talked about. It instills
self-esteem into young people and it challenges them to go out to
work in places and find employment.

It also gives them enough courage to go up to people coming into
the communities working, to ask them, “Hey, are you going to give
us any jobs? You are in our community.” And we got that through
then Assemblywoman Maxine Waters through our workshops.

I can tell you that I am discouraged by what I see in the job
market. After working with some of these young people right here
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We have agencies that are making a difference but yet, the re-
sources are shrinking. Yet, if a young man gets sent to court and
the Youth Authority in the State, the State has $32,000 to detain
him in the California Youth Authority jail system, but yet, when
we ask for an option to give job skills, to give a counseling pro-
gram, we are told that, “There are no funds.”

Somewhere along the line there is a contradiction here and I do
not know what we can do. So my plea today to this committee is
that maybe we work together with those agencies that are making
a difference and are actually working miracles. I had my fifth
wake this year already last night and at 12 noon, I will have the
funeral service for that young“mian, just this year. So it looks like
the statistics are going to go up and we are going to be locking
more young people up.

This program has 14 continuation schools in the county in which
we take young people that the public schools have thrown out, ex-
pelled, and we work with them to get them back to their home
schools to graduate. We are negotiating with IBM to open a job
gkills for these young people and to get a computer lab. It has
taken us 3 years to get to that point. It looks like that dream will
come true in two parts of the city, south central and east LA.

People say that you cannot work with young people, as we heard
earlier. We are afraid of our young people. We lock our doors. We
bar our windows. We put alarms in anything that moves. We never
come out really to talk to.them. We never go out to where they are
hanging out. We never really see what some of the problems are
that they have. Yet, when they get in trouble, we say that we have
to throw away the key and lock them up and we know that 80 per-
cent of them go back and repeat crime.

So we know that does not work, but yet, we continue to throw
money at the system that does not work. One of my pleas today is
that we give young people a chance and we give young people a
chance before it is too late. I think next year, if we go the way we
are going now, we will have over 1,000 people killed in gang vio-
lence in LA County. When is it enough? When do we say it is a
crisis? When do we put our resources to this particular problem?

We have four special schools that we opened with the help of LA
County Education and these young people, about 80 of them, are on
probation. And along with the Probation Department and the LA
County Schools, we put some rules that these young people had to
come to school with white shirts and ties, because it is a job skills.

And you can go to any of those particular sites and you will see
these young people with their shirts and their ties every morning
and some of them now have said; “I cannot hang around with the
gang; I do'not have the time because I have a job I have to do or I
have a skill that I am trying to get.” So there is hope, but we need
a lot of help and time is running out.

So my plea this morning is that we do not.go home today with-
out a plan. If we go home without a plan today, then that particu-
lar blood will be on all our hands. Young people will continue to
die. So I would plead with this committee, with Congress, and the
President, that we 'do not just put out beautiful names and beauti-
ful programs, but that we really look at what works and put our
resources to it.
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So thank you for listening. I am basically hoping that we can
save our children by working together. Thank you. [Applause.]

The CuairMAN. Thank you very much. Mr. Frias, let me ask you
a question. Are we spelhng your name correctly?

Mr. Frias. No.

The CuairMAN. It is T instead of an E, is it not?

Mr. Frias. It is I. oD

The CaalRMAN. OK. I just wanted to make sure, because this
would have been a rare time I that 1t is spelled with an E. Mr.
Frias, thank you very much.

* STATEMENT OF GUS FRIAS, CRIMINAL JUSTICE/EDUCATION
SPECIALIST, LOS ANGELES COUNTY OFFICE OF EDUCATION

Mr. Frias. Mr. Chairman, Congresswoman, Congressman, thank
you very much for offering me the opportumty to address you this
morning.

I am not going 1o repeat what has already been said. Instead I
am going to try to focus in a little bit more in terms of not only the
threat, but the solution. I deal a lot with hard core gang adults.
These are not young kids any more. These are hard core adults
who basically have learned the hard way of surviving 'in-the neigh-
borhoods. These are individuals who are very sophisticated in their
thinking.

They have read the books written by Nicolo Machiavelli, such as
The Prince. They have read the books written by Sun Tzu, such as
The Art of War. They have read books written by former DCls Di-
rectors of Central Intelligence. These guys are solid individuals out
there who are a heck of a threat to our society.

How can we bring the problem more closely to your attention
than to let you know that a lof of these individuals in the future
are going to be targeting people like you and they will kill you.
And they will go out: of their way to make a point, and that point is
that nothing can stop them. Accordingly, they're not afraid of
going to prison. Going.to prison is a big game. Tt is like a second
home to many of them, as many of them state very, very clearly.

Where else can you go and get fed and taken care of 24 hours a
day? These individuals do not fear individuals like you and they do
not fear law enforcement. Today we are getting cops shot at, patrol
cars burned. We are getting teachers in our schools shot. Today,
many different types of individuals are becoming victims of this
madness.

And the banking 1ndustry is destmed to suffer, because these in-
dividuals believe that Bonnie and Clyde are great heroes. Their
heroes, by the way, go beyond Bonnie and Clyde and I am pretty
sure you have heard of Michael Carleone of The Godfather. I am
pretty sure you have heard of Terminator and- that mentality of
being indestructible. Today, these individuals go out of their way to
convey this message.

"Now, the FBI is coming into town with 22 additional agents and
we are trying to find out how to use these 22 FBI special agents. I
am here to tell you that by putting away these individuals béhind
bars is not going to solve the problem.

»
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In our barrios, we are not talking about a gang or juvenile delin-
quency problem that can be eradicated or curtailed by putting
them away. We are talking about a culture of third and fourth gen-
eration individuals who are out there making a difference in the
minds of many kids. You can look at these kids here and I will tell
you this, they can have the powers to persuade. All they have to do
is persuade one kid to pull the trigger on you. They usually target
a 10-years-old kid, because they know that the 10-year-old will be
out by the age of 21 at the most.

These -are realities, ladies and gentlemen. This is the real meaty
stuff that is out there. I deal with it every day. I have city council
people calling me, telling me, “Mr. Frias, I understand one of the
local gangs has targeted me for termination. Please assist me. I do
not want to die.” These are elected officials who are being targeted.
Yet, for X reason, we are still refusing to learn from our mistakes.
We are still refusing to put emphasis on prevention.

The programs that you have in front of you today are outstand-
ing programs. I have worked with Brother Modesto since 1972 be-
cause Ronnie was one of my home boys. And I will tell you, he has
buried a majority of my home boys. I am a product of the streets
and I am a person that can tell you that the best cop is the one
who learns to think like the best criminal.

As an educator today, I can tell you that the best educator is the
one who learns to think like the best cop and the best criminal as
well as the best student and the best parent. As an educator, I do a
lot of training in front of multiagency groups because that is one of
the lessons of the past that we have to emphasize and that is, we
cannot address this problem alone. We have to work together..

As much as I as, a young kid, used to throw the finger at the
cops. I, as a young kid, hated cops. I, as a young adult, went to
work for LAPD. I, as a young man today, can tell you that law en-
forcement has to be sensitized to the needs of our community and I
would be a fool if I would tell the kids to get a gun and shoot at the
cops. And I hear a lot of that ouf there in the streets, but I will tell
you this, those fools that are telling that to kids are part of the
problem, not part of the solution.

And vice versa. In law enforcement, you have a lot of law en-
forcement officers that should not be carrying those badges. But we
need to work together to make sure that we bridge the gap and
talk about solutions. When T talk about team training, I am talking
not just about training cops or educators or parents or community
people alone. Rather, bring them together and teach thein how to
work with each other.

It is common sense; yet, today in the State of California that is
rarely, rarely happening. Four years ago, we created a class called
Gang School, where we bring together law enforcement officers,
community officials, and educators to address the different:dynam-
ics of not only prevention but also intervention and suppression.
And I will tell you this, if it is going to take us going out there and
knocking on doors and trying to put this into perspective in front
of other individuals like yourself, we are going to do it.

We are going to do it, because we have a patriotic duty, a patriot-
ic duty to keep you alive. A patriotic duty to keep to keep these
kids alive. If they identify themselves as ex-Grape Streét gangsters,
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think about those enemies out there that hate Grape Street. Do
you think that they are going to say,“Oh, I am not going to kill you
because you are an ex.” B.S. In the streets the cry is, “Once in,
always in.” Whether you are a Chicano gang member, an Asian
gang member, a black gang member, or a white Crip. This mentali-
ty applies to all of them.

We have a lot of kids who are toying with the idea of joining
gangs. We have a responsibility to prevent this from happening.
We have a responsibility to work together, and not reinvent the
wheel. I spend a lot of time talking to people at the Federal level
and I will tell you what I see. I see shotgun efforts, the right hand
not knowing what the left hand is doing.

The U.S. Department of Health and Human Services has all this
money to target the problem and yet, guess what, they are doing it
alone. Because the U.S. Department of Justice does not know what
they are doing. The U.S. Department of Justice is doing their own
thing. They have a lot of money but, guess what, the drug czar’s
office does not know what they are doing.

And all this money is there and there is no coordination of re-
sources. Now, this is at the Federal level. At the State level, we
have the Governor’s Office of Criminal Justice Planning, who has
millions to address these type of problems and, guess what, they do
not know what the Attorney General’s Office is doing or the State
Department of Education is doing. And you have monies for par-
enting programs, for high risk youth, for dropouts, for gays, for
drugs and everybody is doing their own little thing.

The drug people do not talk to the gang people. The dropout
people do not talk to the gang people. The people who deal with
LEP Programs, which are the Limited English Proficiency pro-
grams, they do not talk to each other and, guess what, we are talk-
ing about the same child.

So we have created bureaucracy after bureaucracy after bureauc-
racy and we are not learning from the past. So consequently, what
do I want to leave you with today? I want to leave you with some
food for thought. We either pay now or we pay later. Many of us
will not be around, many of us will. As an individual, I want to
emphasize commitment.

You know, when my house was shot at, when my car was shot at,
when all these thugs came after me, when they tried to label me as
this as that, when the Mexican Mafia saw me as a threat, when
law enforcement labeled me as Mexican Mafia member, all these
different sides came at me all at once and there I was, as a young
l(;ld trying to deal with the madness that existed prior to my birth

ate.

Who did I seek refuge in? I sought refuge at that time in persons
like Brother Modesto and those parents, those dynamic parents
who are out there struggling day in and day out. I can go on and
on telling you war stories but again, suffice it to say that commit-
ment means what Martin Luther King at one time stated that,
“When you are out there sometimes it requires we sacrifice our
prestige, our status and if need be, our life for the welfare of our
people.”

You talk about America. Guess what, in our barrios many kids
do not consider themselves American. Many of us, if we saw all
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these kids, would not see them as American. In my classes, as I
travel throughout the United States, I ask a very simple question
from a multicultural audience, “Will all the Americans please
raise your hand,” and guess what, the only kids that raise their
hands are the white kids.

The Chicano kids, I asked them, “How come you did not raise
your hand if you were born here?”’ They respond: “Because I do not
have baby blue eyes or blond hair or light skin.” These are the
type of comments we get from these kids. We have a lot of adverse
forces out there who are telling their kids that the system does not
work for them and that they should throw the finger at the system.

For over 10 years of my life, I dedicated it as a volunteer to coop-
erating with different communities and creating a statewide net-
work of youth organizers. And we all believed that no one was ab-
solutely to receive monetary compensation from the government.
Because the number one question that the youth asked us was,
“Who is paying you to help us?”’ And the number one response we
gave, “We do not have to get paid to help each other, to stay alive
and become productive citizens.”

We went all out to show what true volunteerism meant. But,
again, overall I can tell you that as we look at this problem, please,
put it into perspective. 1t is something that is there in our prisons,
believe me. Talk to any warden in the State of California, they will
tell you, “Gus, hey, we do not run the prisons, man. Those inmates
allow us to run the prisons.” The Mexican Mafia, The Black Goril-
la Family, the Consolidated Crip Organization, and you name it,
the Wah Chings, and you name it, these groups are there in our
prisons and I will tell you, they are growing and growing and grow-
ng.

Today, a young kid that enters the system automatically is con-
fronted with gang affiliation. “You are either with us or against us.
What are you, man, a Crip or a Blood, a Crip or a Blood? Are you
with us or are you against us?”’

In the Chicano arena, “Are you an Norteno or a Sureno.” People
do not realize it, but there are a lot of different dynamics that,
again, go beyond basic awareness.

This presentation here can just give you a little tip of the ice-
berg. I recommend highly that you organize a congressional confer-
ence where you address the issue of street terrorism, where you ad-
dress different types of problems via these type of programs. This is
just the beginning.

One of the efforts that we have undertaken right now is to try to
persuade the U.S. Department of Justice to coordinate a more com-
prehensive initiative at the Federal level and bring it down to the
local areas, because I will tell you, today we are talking about in-
tercounty, intercity problems. Someone from south central LA goes
into another city and does a killing. Did you know there are a lot
of cops who would say, ‘“Well, if the problem goes beyond my juris-
diction, there is nothing I can do.”

And the educators, oftentimes, instead of preventing, we end up
reacting. To prevent my students from getting killed, I have to look
at the three aspects of prevention, intervention, and suppression.
Because I do not want them dead, nor do I want anybody else to

" die.
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As a concluding statement, I want to emphasize to you that these
kids are an example of what can be done. We can change them
around. What they need is programs like this to go out and really
make a difference. But we need committed people, people who will
go all out and not be threatened by any of those thugs, because if
someone points a gun at Brother Modesto and tells him, “Do not do
it ‘'anymore,”” let me tell you this, Brother Modesto is going to con-
tinue to do it.

And we have our faith and we have our intelligence. That is why
I stated the best individual is the one who understands the dynam-
ics of the environment and the dynamics of those people. So, again,
in a nutshell, I hope that this stimulates you a little bit in terms of
what needs to be done. Thank you very much. [Applause.]

The CuairMaAN. Thank you, Mr. Frias, very much. I do not have
specific questions. I think each witness has laid out a solid sugges-
tion base that we can work from. I think yours, Mr: Frias, as you
had indicated before we started the hearing, is very valuable. I
want to echo what you say regarding the fragmentation, and the
lack of coordination on the Federal level, even where you have a
program, the Justice Department, Human Service, and Education
are just a few examples.

You are quite correct in what you are saying. We can report
back. In fact, as we gather and document the information we are
gathering, in those areas in which other committees have substan-
tial jurisdiction, we are coordinating with them. We are informing
them, offering suggestions and working those committees. So, per-
haps, we can follow through on your very strong suggestion which I
think is most proper.

Mr. Torres.

Mr. Torres. Mr. Chairman, I do not have any specific questions
of any of the witnesses. I think that their messages here today
have been succinct. I think they are dramatic messages. I think we
have to listen, as you have said. This is all documented. There is a
record here. I think we have to go back and convey to our other
433 colleagues, who are not here today, that time is running out,
that we need to do something and that the messages that we are
hearing are indeed opportune and appropriate and, therefore, I just
simply would yield back my time and thank our witnesses for
being here with us today.

The message, believe &, is compelling and dramatic. Thank you.

The CHAIRMAN. Ms, Waters.

Ms. Waters. Thank you very much, Mr. Chairman. Let me just
say to all of our witnesses today after years of work, looking for
solutions, I am convinced of a couple of things. One is that the
United States has dropped the ball in job training and support for
training. I have real problems with the JTPA, Job Training Part-
nership Act, that does not provide resources to maintain people in
training while they are learning.

In this recession, where we have all of this exodus of jobs and
lack of jobs, it seems to me it would be good for young people to
invest their time in job training and education in preparation for a
turnaround in this economy sometime in the hopefully near future.
But if T say to a young person, “Here is a job training program that
you can go into for the next year or year and a half or two years.’
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maybe he is a very smart person who should be in college, should
be in college, what do I say to them about how they are going pay
the rent, have some transportation, have some food or even feed
the baby while they are in training?

I do not hear enough coming from the community programs
about support for young people in job training. It is one thing for
people to come and say, “I am a role model, be just like me,” but
those persons who are role models have jobs and they are eating
and they are taking care of their family. So I want to hear a loud
outcry that says there is something wrong with job training in
America. We cannot support people while they are in training.

I think it is extremely important to the success of what you are
trying to do. And the other thing that I would like to try and focus
Congress on is part of our peace dividends going to peer training
and peer counseling. It is the centerpiece of most of the programs
that I hear about, including Amer“i”’can. With Amer‘“i”can, it ap-
pears to me that if, in fact, we can provide dollars for peer counsel-
ing where young people who léarn, who learn how to take control
of life and themselves and can give that knowledge and transfer
that knowledge to other young people, they, too, have to be sus-
tained.

They have to earn money. They have to have a job. This work is
important work. One of the things, I think, we have to do with the
peace dividend is to talk about jobs that invest in human potential.
I would like to see some support coming from our grassroots orga-
nizations that say to politicians, say to everybody over and over
again, that this is valuable work that must be compensated. That
if, in fact, our young people can become group leaders if, in fact,
out young people can organize groups by which they train other
young people, then we have to pay them. We have to find the dol-
lars for it.

And I am going to be pushing Congress on that and I would like
to hear you give some support to that.

Mr. BRowN. Mr. Chairman, is it:possible to make——

The CaairMmaN. Certainly, yes. Certainly, Mr. Brown.

Mr. BRownN. Before we conclude. Two things, first of all this com-
mittee has accomplished something great this morning. We are
going to make every effort to coordinate with these people here to
bring about a coalition. I have been tremendously moved by their
testimony and I feel that if we get together and coordinate among
ourselves, that will create a much more powerful block.

So I got that from being here this morning and we will follow
through on that definitely. So we thank you for that.

The other thing is, we are not only an -organization that is deal-
ing with the young people in the community. We are :also dealing
with the Department of Juvenile Justice. Mr. Robert Sweet has al-
ready been in Las Vegas to look at our efforts to coordinate all of
the services there to work in tandem.

We are now going into a rising school. That will start this week.
We have cut down on the drive-by killings. We have young people
that are employed that were gang members here that are now run-
ning that in Las Vegas. I would say to you, if you might be able to
drop a little word in the Justice’s ear, he will know that we were
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here this morning, Justice Robert Sweet, the Juvenile Justice De-
partment.

He is cognizant of us. He is moving to look at the possibility of a
pilot program in Las Vegas that can spread around the country
that utilizes all of the agencies and programs working together. We
are able to deal with all of them in Las Vegas except maybe law
enforcement who are a little hesitant and we find that law enforce-
ment is a little hesitant all over the country except in Oregon.

But if you will just have a conversation with him, talk about this
meeting, I think it will then give us a broad view, give him a broad
view, and he can take action, I think, with the confidence that he
has people like you that are very cognizant of what he is trying to
do. Thank you.

The CaairmaN. Thank you, Mr. Brown. Mr. Torres.

Mr. Torres. Yes, Mr. Brown, I have a question.

Mr. BrowN. Yes, sir.

Mr. Torres. What particular relevance does Las Vegas have to
the particular program? I mean, why Las Vegas?

Mr. BRowN. Well, the relevance is that we have been working
here for 2 years and we established young men, who, in their
change have the ability to spread this program to other cities. So
Lias Vegas had a drive-by killing every day. They had a major
headline in the papers.

The mayor, Jan Laverne Jones, read about us, contacted us
through cities and schools. We work directly with cities and schools
and because she was a new mayor and was not afraid, she contract-
ed with us. In the last 5% months they have had basically no
drive-by killings. The crime rate has gone down and we have em-
powered the main gang leaders there, who are now working with
us.

Los Angeles is one city. Las Vegas is another. Oakland is an-
other. There is no movement, no program, that is going to be able
to effect change without the coalition of all agencies working to-
gether, law enforcement included, and without understanding that
it is not just an LA problem. Because Crips and Bloods that are
dealing in drugs go across the country. They are smart because
other areas of the country are very naive.

So we have a problem that is across the country. So we have to
deal with the solution as across the country. So, Las Vegas was the
place I took him because it was small and all of the agencies had
been working together there, unlike here in Los Angeles. I would
have loved to have brought him here, but we had not gotten to the
point where we had come together and were coordinating our ef-
forts.

I hope out of this meeting that we can really put together a lot of
the organizations, a lot of the agencies and be able to have Los An-
geles take its rightful position. So that is why Las Vegas.

Mr. Torres. Thank you, now I understand.

Mr. BrowN. Thank you.

Mr. Frias. Mr. Chairman, may I make a comment?

The CaairMaN. Certainly, Mr. Frias.

Mr. Frias. That is, again, today, I will tell you, you talk about
linkage with law enforcement. I have that linkage. It is very hard
sometimes to sensitize individuals who come with a certain type of
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culture, a certain type of set of beliefs, agreements, but I will tell
you, it is possible. And I think that by working together we can
link, whether it is LAPD, whether it is the sheriff, whether it is
the local law enforcement agencies in Compton or elsewhere.

The bottom line is, they need to see these kids as potential col-
lege graduates, not as potential criminals. And I think that that is
a mind set that we are able to instill in a lot of these individuals
and bridge the gap. And, again, the name of the game is solution
orientations. Problems, we have plenty of problems out there and I
think that there are individuals within each law enforcement
agency that are susceptible to working with Jim Brown and the
kids and Brother Modesto and any of the other groups that are
here present.

The CuHaikmMAN. Well, I thank you, Mr. Brown, because I think
that is a tremendous thing and your future work toward coordina-
tion is indispensable. We are all in the same boat in America. I do
not know how long it is going fo take for the leaders to realize it.
The tragic thing here is that we cannot have the President of the
United States, the leaders of the Congress, right here listening to
the most eloquent panel I have ever listened to, but that is our job
is to convey that message.

And in the meanwhile, I cannot tell you how inspiring it has
been to hear you, Mr. Brown, say that out of this meeting you hope
to see to a very strong coordination, which I think is indispensable.

Ms. WaTers. Mr. Chairman, let me just say that you mentioned
that it is too bad that the President of the United States and other
Members of Congress could not be here in Los Angeles. For all who
wish to be President of the United States of Amerieca, particularly
in that party that we serve in, when they come into the Los Ange-
les area, we will be setting up community forums and debates.
They will not be able to talk to politicians they want to endorse
them until they talk to the people in our community that they
geed to know about before they become President of the United

tates.

So we will move to see that these young people have the opportu-
nity to meet people before they become President of the United
States so that they can understand what their challenge and what
their job is going to be.

The CrairmaN. Thank you very much. [Applause.]

Before I introduce the next panel, we have received a request, in
fact, the staff told me of one other, but we have had a request from
Mr. Jesse J. Morales to be heard with respect to the effects of the
recession on veterans in LA. As is the practice when I have presid-
ed over these hearings, if we complete the listed witnesses, in this
case it is a numerous witness list, if we complete it within a good
space of time, and I think we will, I will be glad to recognize Mr.
Morales and perhaps, one or two others, for at least 5 minutes at
the end of the testimony given to us by our listed witnesses.

But given the fact that it is a lengthy list, we will do so at the
end of the testimony.

Mr. MoraLgs. Thank you, Mr. Chairman. And we do have a pre-
pared statement to provide you, a written statement.

The CrairmMAN. All right, sir, we will place that into the record
regardless of what happens.
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[’Iél;i ]prepared statement of Mr. Morales can be found in the ap-
pendix.

The CaairMAN. Our next panel is Mr. Andy Raubeson, the exec-
utive director, Single-Room Occupancy Housing Corp., and he may
be running a little late, accompanied by Silviano Jimenez, an un-
employed homeless father; Alvin Jones, homeless Vietnam veteran;
and Terry Shirley, formerly homeless on Skid Row; and also David
Etezadi, attorney at law, Legal Aid Foundation of Los Angeles, ac-
companied by Theodore Rolette, resident of multifamily housing
and Carol Berman, resident of assisted housing; Brenda Y. Shock-
ley, housing consultant; Marvin Greer, principal, the William
Greer Group, accompanied by Reuben and Dale Hill, first-time
home buyers; and Donna Spenser, first-time home buyer.

So we will have the first group. I mentioned all the others but of
necessity, we will have Mr. Jimenez and Mr. Jones, Ms. Shirley
and could you get closer?

Ms. Paz. My name is Lucy Paz. I am the interpreter for Mr. Ji-
menez.

T{}m CuairMAN. Could you speak a little louder? Lucy did you
say?

Ms. Paz. Lucy Paz, P-A-Z.

The CHAIRMAN. Thank you very much. Very well, Ms. Paz will
act as an interpreter for Mr. Jimenez and we appreciate that very
deeply, Ms. Paz.

We will recognize Mr. Jimenez first. Is there any reason why we
should not proceed in the order that I introduced you? If not, we
will recognize Mr. Jimenez. Senor Jimenez.

STATEMENT OF SILVIANO JIMENEZ, UNEMPLOYED HOMELESS
FATHER

Mr. JimeNEz. First of all, I would like to thank Congressman
Henry Gonzalez and all the other government representatives who
are present here today for the invitation to this hearing.

I would like to talk about the problems that my family and I
have faced regarding housing and employment. I am looking for
the help from you in order for us to live adequately according to
our possibilities.

Because prosperity for us would be to live in public housing
which would provide a five bedroom apartment for us as opposed to
a one bedroom apartment where we live now. We thank God for
what we have accomplished so far.

I was a boxer in Mexico since 1968. I came to the United States
in 1987 to work in the fields. My family came in 1989 and it was
like a nightmare. We were living for 7 months in a van. There was
no privacy and it was very uncomfortable because it was parked at
the house of the gentleman who sold it to us.

He would let us use the kitchen and the rest room facilities,
charging us a fee for them. Because of that, we could not afford to
make enough money to get an apartment. Because of that, I went
back to boxing 2 years ago to make some money to help us get an
apartment. That money helped us to get an apartment.

And that money that I won in Arizona was what helped me pay
for an apartment. I fought against Michael Carbajal in Arizona,
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the actual fly weight champion. I was also the silver medalist
winner in the Olympics of 1984. I lost the fight but it was an oppor-
tunity for me. It was an opportunity for me to make some money
for an apartment that I needed.

The apartment cost $475 a month. But unfortunately, the money
I make is not enough to make a decent living. That is why I am
asking for your help to live in a comfortable apartment and a good
environment for my children’s well-being, because I do not have a
permanent job to make enough money to pay rent. I also collect
bottles and cans for recycling. And even with that, I do not have
enough money for rent.

My wife and I sell fruit on the streets to pay the bills. I would
also like to say that I had to go to different apartment managers
until I found one who allowed me to rent with such a big family.
Some of the others had mentioned that it would have been easier
to have animals or pets as opposed to so many children. Now I am
being evicted from my apartment because I have not paid rent in 2
months.

I have spoken to the owner and she has allowed me to work at
one of the buildings for half the pay. This is very sad for those of
us who thought we would have a better life in California, but reali-
ty is quite different. Thank you very much for your attention to
our problem.

The CuairmaN. Muchas gracias. Mr. Jones.

STATEMENT OF ALVIN JONES, HOMELESS VIETNAM VETERAN

Mr. Jongs. I would like to thank the committee, first of all, for
finally addressing the problem of the homeless veteran.

Approximately one-third of all the homeless males on the streets
of Los Angeles are Vietnam veterans. And speaking for homeless
veterans like myself everywhere, I would like to say it is way past
the time for the government and corporate America to try to do
something to alleviate this problem.

First of all, I would like to say that I know, being a homeless
Vietnam veteran, that my probléni started with being drafted into
the armed services. I did not want to go in service, but I had no
choice. It was either go to the Army or go to the prison for 5 years.
I went into the Army and after going to the Army, my life changed
drastically.

Before I got drafted, I was a productive member of society. I had
a good job working at the U.S. Post Office. I was a straight A stu-
dent in school and I feel that being taken away from this and put
in an environment that I was put in by the U.S. Armed Forces just
changed my lifestyle.

Part of my problem was my own doing. I got caught up in drugs
and alcohol and that reason being it was the only way an 18-year-
old Alvin Jones could cope with death and destruction. That is not
an excuse. That is a realistic thing. I had to. I felt I had to do that
to be able to cope with what Uncle Sam wanted me to do for him.

I felt like being in Vietnam, I served my country, even though I
did’' not want to be there, but I served faithfully. I had a clean
record while in the Army, but upon my return to the United
States, I was an animal. I did not know how to live. I was never
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reintegrated into this society. I was just, “Hey, you did your two
years. You served your country well, see you around, pal.”

And part of the way that I tried to, I guess, look after myself was
by steadily drinking and steadily using drugs. I have been homeless
since 1975, which is 17 years. I have been out of service 20 years. I
have had failed marriages. I have lost numerous jobs. I feel that if
I was properly treated by the U.S. Government, once I got out of
the Army and all the promises they had made to me and others
like me, that if we serve our country when we get back, you will
get schooling, you will get housing, you will get medical care, then
I do not think that I would have wasted 20 years of my life.

Since being homeless, you know, I have tried to do a lot of things
for my problem. One of them was back in 1981, I admitted myself
into a drug and alcohol rehabilitation program. That program has
been terminated by the government due to lack of funding and cut-
backs and things. Going into this program really changed my life-
style. I have been drug and alcohol free since 1981. I have a job. I
have maintained that job since 1981.

I have also been involved in trying to help other vets. I am a
member of Vietnam Veterans of America, Chapter 526. I am a vol-
unteer for the Vietnam Veterans Aid Foundation and other groups.
I am here today basically to just try to make America know that
the Vietnam veteran is a part of this country. We served this coun-
try well and all we would like is a chance.

For some reason, the government has just swept us under the
carpet like we were never around. I know, being an employee at
the Veterans’ Administration Hospital, what a veteran goes
through trying to get some service that was promised to him. It is
very hard, very nerve wracking, and it is very demoralizing to have
to beg for a service that was earned by serving your country.

One of the things that myself and some other friends of mine
that went through this program with me, since we graduated from
that program, we have been trying to open up—we have started a
nonprofit organization known as New Directions. And through that
program, we have been trying to generate funds to open up a sober
living house for homeless veterans.

We have gained some money, enough money to whereas this Sat-
urday we will open up our first house. We have a four-bedroom
house that we are leasing in Santa Monica and we will try to have
at least 10 or 12 homeless veterans off the streets and we will try
to help them get their job, get their lives together by helping them
to restructure their lives, initiate some type of job training and
show them that there are other ways to go than to just be on the
streets, homeless and living from day to day, and just wasting your
life.

It has been very difficult for us to get this program off the
ground. We have been trying since 1982. And since that time—I am
sorry, since 1989, and since that time, through all of our efforts we
have only been able to raise like $17,000. We do not really want to
ask the government for money because they have so many restric-
tions and requirements that you have to meet. And we do not want
to have to turn a guy away because he doés not meet the require-
ments. If you are a veteran and you are homeless and you want to
try to change your life around, that is our goal.
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We know that not everybody on the streets wants to be helped.
You cannot help everyone, but maybe there are other persons on
the streets, like myself, that just wants to change, and that is basi-
cally what we are trying to do And hopefully, this being an elec-
tion year, some politician sothewhere will address the needs of vet-
erans and the homeless people all over America. Thank you.

The CuAIRMAN. Thank you, Mr. Jones. Ms. Shirley, thank you.

STATEMENT OF TERRY SHIRLEY, FORMERLY HOMELESS ON
SKID ROW

Ms. SHIRLEY. Ms. Waters, Mr»Gonzalez, and Mr. Torres, I have
been asked to speak here today, and I thank you all, on the topic of
homelessness.

I became homeless in the summer of 1988. The way I became
homeless is from 1985 until 1988 I sold drugs in the Skid Row area
of Los Angeles. In the summer of 1987 I was arrested. I was tried. I
was sent to CIW. Upon release, I had nowhere to go, no family to
speak of, friends. The only area I knew to come back to was the
area in which I sold my drugs and that was Skid Row.

The things that we are faced with down there is filth, human
waste on the sidewalks where you sleep. There are not enough fa-
cilities or enough people to sit back and listen to our problems or
take the time. The number has outgrown through the years. I went
into a homeless facility in the downtown area. I was given 2 weeks
to either find employment, make progress or again, I would be
homeless.

Along with their criteria you had to attend meetings every night,
chores in the morning and had approximately 3 to 4 hours to
enable you to get around on your own with no assistance for trans-
portation. You were provided with shelter and food and clothing,
but clothing, however, is very outdated.

It is a struggle to go from homelessness back into the main-
stream. There are facilities that do help with employment training,
but what Congress and everyone-needs to realize is you have people
who are homeless who have not picked up a newspaper in 2
months, a year. They might have had a special trade at one time.
Myself, I had no trades. I was a housewife until I went to prison.
Wheil I came home I had no trade. We need to train our homeless
people. _

If we can set aside a program to teach them, this is the age of
computers. There is a lot of people that have trades, but those jobs
are no longer here. Their companies have either shut down or the
jobs just do not exist any more. So there is no way to support your-
self. A lot of things that you are subject to, a lot of people who are
homeless some never do drugs or alcohol but the more and the
longer you are homeless, you will either resort to one, the other or
both and that makes it even harder, because now you have to get
your drug problem under control or your alcohol problem under
control.

It is not just enough to have someone come in and teach you how
to write a resume or how to fill out an application or how to dress
for an interview because your priorities are not straight at this
time. The only thing you are thinking about is a clean, safe envi-
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ronment, not one that is just going to last maybe 2 weeks or a
month.

I was lucky. I was able to obtain a job in the facility and it was
cleaning up the streets of Los Angeles and that was emptying the
garbage and sweeping the streets and that was good. What I had to
learn all over again was discipline and get my self-esteem back. I
had lost everything, my confidence. When this job had ended, they
counseled me to go and get further training, teaching, going back
to school, which I did.

I took up medical assisting at one of the local technical schools. I
graduated in the top four of my class, went through externship
only to find out that they could not place me on a job because of
my felonies, which I sat down at the time of admission with the
director of the school and told him of my background. At that time
there was no problem as_long as I signed the government papers
for my financial loan.

Today, I am now $10,000 in debt because I am paying back a stu-
dent loan that I cannot use at all. No hospital will hire me because
of my drug felonies at all. I was lucky. After coming out of the
medical school, the facility that once housed me had a position
open and I applied and was offered the job. I held that job until
May of last year. With government cutbacks we lost our JTPA Pro-
gram, which I was the person who enrolled people on JTPA.

I got out in the field and found employment. I was faced with
almost losing another job and maybe homeless again until SRO
had an opening as a receptionist. And, again, I applied and I was
hired and I am still working there today.

It is no ones fault but our own. It is not even our fault, some of
us that become homeless. It is not all blacks, poor. You have young
people out here. You have families now. It is your older people. A
lot of people are one paycheck away from being homeless. I feel
that we should have more programs available to the homeless. I
think welfare reform should be done.

I think there should be more drug and alcohol programs avail-
able for the homeless as well, also affordable housing. When 1 first
got my first job and moved out, I moved into a regular hotel a few
blocks away from Skid Row. It was not much safer than the
streets. The room was clean, yes, but getting from the main lobby
to your room was an adventure in itself; through the lobby, to the
elevator and then the hallways.

I then applied for SRO housing and again, I was accepted and
that enabled me to save my money and move out of the area and I
am grateful for this. We.need more affordable housing as well. And
I thank you for listening to me.

The CuairmMaN. Well, thank you very much, Ms. Shirley. It is not
easy to come forth and render testimony but it is most helpful and
we are very grateful.

Ms. SuirLEY. Thank you.

The CuHAIRMAN. Mr. Raubeson has reported in and we will recog-
nize you at this point, sir.
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STATEMENT OF ANDY RAUBESON, EXECUTIVE DIRECTOR/
SINGLE-ROOM OCCUPANCY HOUSING CORP.

Mr. RauBesoN. Thank you very much, Mr. Chairman, and it is
certainly a pleasure to appear before you again and it is a pleasure
to see your colleague, Maxine Waters, sitting there, who has been
very, very much in the forefront in fighting for a number of social
causes including housing for the homeless, before she went to Con-
gress even, when she was a member of the Assembly and has con-
tinued that.

Briefly, I am the executive director of a nonprofit corporation
called the Single-Room Occupancy Housing Corp. We operate on
Skid Row, Los Angeles, currently own 14 hotels with a total of
1,174 units of housing which may sound impressive until you start
trying to balance that against the need and the demand. When the
U.S. Department of Housing and Urban Development did its study
of homelessness in 1984, for which they were criticized for under-
counts, they estimated that there were 33,800 homeless people in
Los Angeles, over 7,000 of them living on the streets in missions
and shelters in Skid Row, the area we represent.

So, again, the numbers like 1,174 sound impressive until you
start trying to figure what the need for the type of housing we pro-
vide is. We also have decided very early on that the people whom
we have chosen to serve cannot lead a decent quality of life if we
only concentrate on the provision of decent, safe, and sanitary
housing at affordable rates. So we have taken a broader view of our
mission. So we operate three parks for the city of Los Angeles in
Skid Row so people will have decent open space for recreation.

We operate a full range of social services from congregate home-
delivered meals for the elderly. By the way, in most places you
have heard of programs called Meals on Wheels, where shut-ins get
their meals. In our area it is called Meals on Heels because none of
our tenants have cars and our volunteers walk the meals around
from hotel to hotel.

We have services for the chronic and severely mentally ill. We
have services for homeless indigent men. We patch together these
services from any source we can find. There is no grand plan. It is
a matter of seeking targets of opportunity, but we never forget that
our main mission is the provision of the decent, safe, and sanitary
housing at affordable rates. It is where it begins.

By the way, Mr. Chairman, your staff contacted us early on and
asked if we could name some people who are homeless, formerly
homeless, people that we house and the list is as long as your arm.
We ended up with Terry Shirley here. I could have had dozens of
other people here today, all good tenants of ours, all good people.
And one of my concerns is the direction we tend to be taking now,
at least the way I see it, the pathologization of homelessness and
low-income people, there has to be an underlying sickness.

And so our Secretary of the Department of Housing and Urban
Development pushes strongly for programs such as Shelter Plus
Care so that. everybody who gets this service has to have a case
manager managing their lives. Now, Mr. Chairman, I would not sit
here and tell you that there are not many people who are homeless
who have problems that need services. We are proof of that. We
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recognize that. Over half our buildings, well over half our units,
are designated a special needs housing. So we have one hotel, the
Golden West, for the severely and chronically mentally ill, the Ellis
Hotel for the at risk elderly, the Angeles Inn and the Leo Hotel for
recovering substance abusers, who need an environment where ev-
erybody around them is not drinking in order to meet their com-
mitment to sobriety, to stay clean and sober.

We have the Russet Panama Hotel, where we house homeless in-
digent men as the first step on their road to becoming independent,
living independently. But many of our tenants, what they really
need is some money in their pocket. They need resources. And, yes,
they may have—we all have some problems at one point or an-
other, but they are not people who are sick. And one of the points I
would like to get across is that the Congress of the United States
has to act as a check and balance on the Secretary, who in many
ways has good ideas and is well intentioned, but I am afraid of that
road that everybody who does not have enough money to pay for
their housing is sick and that is not what we need to hear.

I was asked, you know, to give some thought about what we need
and I must tell you, Mr. Chairman, it is a rather simplistic answer.
And I am sure you know these answers much better than I. In
fiscal year 1980, the Federal Government had outlays for assisted
housing in the neighborhood of $32 billion. The most recent num-
bers I have seen for fiscal year 1990, that had dropped to somewhat
below $8 billion. In other words, without even adjusting for infla-
tion, the priorities of our Federal Government have decided to cut
80 percent of an existing budget line for a very needy population.

I understand that we have deficits. I understand that maybe we
cannot do everything that we want to do until that problem is
solved. But, my God, a cut like that is catastrophic. And I am not
here to tell you that that is the reason that we have increasing ho-
melessness, but it is certainly one of the reasons. And until that is
solved, I do not see where we are going to get a decent handle on
this problem. I think the Congress has to find ways in its priority
setting to find resources that we can use in the field to provide
this, and, Mr. Chairman, I have been very pleased to see your new
legislation that takes a great step in that direction to correct that.

On a much more specific note, I would like to call to your atten-
tion President Bush’s budget recently submitted to the Congress
has zeroed out a small budget line, but one that people like me are
very interested in and that was the SRO section 8 mod rehab. And,
Mr. Chairman, as you know, I was one of the people who fought
hard and met with you and your Senate counterparts to get that
into law and it is a very sad thing for me to see our President and I
assume with the advice of his Secretary of Housing, to see us lose
that. I certainly would like to see that item restored through proc-
ess.

I am also very glad that Washington has come to LA. You know,
with all the wonders of modern communication and transportation,
Washington is a long, long way for people like me and other people
here at this table. It is wonderful for us to have an opportunity to
get a word in to policymakers who set the policy and, again, I
would like to thank you very much for inviting me here today and
giving me an opportunity to address you.
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The CHamrMmaN. Well, thank you, Mr. Raubeson. Let the record
show that you did go all the way to Washington. You did testify.
You did heroic work in making it possible for us to have for the
first time the SRO proviso. If you will recall, at that time we had
the Congressman from the State of Washington and Dr. McDer-
mott, who took a very special interest, but also Barney Frank of
Massachusetts.

Mr. Torres has also been at the cutting edge all along. Ever since
he came he has been a fighting force. First, to Washington, for 8
years we warded off the threatened elimination of the substantive
affordable housing programs that were targeted by the Reagan ad-
ministration. The President’s budget, given to us less than 2 weeks
ago, reduces by $3.1 billion the affordable housing authorizations.

So what we have in this new budget is not the son, but the
grandson of Reagan. There for awhile, in February 1990, I chal-
lenged President Bush and Secretary Kemp to do something posi-
tive and they did. In fact, they even had me, for the first time, go
to the White House and meet with the Secretary, President Bush,
and the ranking minority Member of the committee, whose influ-
ence was invaluable to our success. The need to have a Housing bill
that would reflect something for the Bush administration that was
more than negative was imperative.

And that really is the reason we were able to get what we did in
the 1990 Affordable Housing Act, which did not go even halfway to
meet the minimal needs which have been burgeoning and accumu-
lating for 11 years. You are correct, the 1980 budget outlay was
what, about 500 percent more, and, of course, there was a clear in-
crease in the production of housing. And the cause and effect, the
kind of homelessness we started to see in 1982. It was this subcom-
mittee that first brought national attention to the new homeless in
December 1982. If there had not been a withdrawal on a national
basis of a commitment to provide housing for every American, not
only just the affluent, but the very poor, the problem would never
have arisen.

And, of course, that means public housing. We have lost about a
third of the public housing stock with no replacement, unless you
want to call vouchers a replacement, which, of course, no one
would truly could.

Mr. RauBgesoN. A voucher does not deal with single unit.

The CHAIRMAN. It does not build anything. In some of our areas,
it has been a boon to the slumowner and that is tragic. But 1 just
think the record ought to show what your contribution has been. It
was very helpful to have you before the committee and you trav-
eled on that occasion.

As I said earlier, this is not going to be the last of this commit-
tee’s trips to the west coast, specifically California. I wish we could
have made this a 3-day event, but we could not under the current
circumstances.  So we had to content ourselves with 1 day and are
grateful for the assistance of my two colleagues that are here.

I just had one question for Mr. Jimenez and what I can do is ask
him in Spanish, if you do not mind.

The INTERPRETER. Chairman Gonzalez is asking if that is his
family seated behind the panel. Would you please present your
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family. My wife, Guadalupe, my son Juan Pedro, the others have
stepped outside.

Your new born is only 25 days old? Yes, sir.

I would like to ask you, how were you able to afford the medical
costs at the birth of the child?

We applied for Medi-Cal for the child.

The CHAIRMAN. Medi-Cal. Well, I want to say California is one of
the more—it has been in almost every other line I can think of the
most forward, liberal States. I will tell you the truth he would have
had a hard time in some of the States we visited and so I am glad
to hear that.

The INTERPRETER. Right now you are working at one of the build-
ings of the apartment owners?

Temporarily in order to help pay the rent that I owe her,

In union with the Representatives here present, I would like to
ask you where do you live right now?

849 South Normandy.

We would like to thank Mr. Jimenez because we recognize it is
difficult to come and testify but we are grateful for your testimony.

I would also like fo thank you for the help that you are giving
us.
The CHAIRMAN. Mr. Jones, the home you say you are presently
using, did you say you purchased a home or are you leasing it?

Mr. Jongs. Right now, we are leasing it. We have not opened. We
are opening Saturday, this Saturday.

The CHAIRMAN. And that is located where? Here in LA?

Mr. JonEes. It is on Barrington Avenue, just west of Denny’s,
Santa Monica.

The CHAIRMAN. Santa Monica. Well, I will tell you, you all are so
young. Like Ms. Shirley, my goodness you are so young, 32 years.

Ms. SHIRLEY. Thirty-four.

The CHAIRMAN. When Mr. Frias was talking about how he had
been shot at and he thinks he is going to live, I said, well, I am 75
years of age, that ought to prove you can survive some of these
shootings. But the thing that is indelibly impressed in my mind
and soul is that no country can be great, truly great, as long as it
allows what I have witnessed in my own context.

Way back there, when I first got elected to the-Congress, I never
really could afford to have two homes, so I never really moved to
DC. I have been commuting as best as I can. So I have been going
back every weekend that I can. I have about 17% plus million air
miles in these 30 years. But we did decide, my wife and I, to keep
our base in San Antonio and, of course, if it were not for my wife I
would not be here today. She is the one that took it on the chin
because we have eight kids, all of them are married. We have 20
grandchildren and number 21 around the corner.

But during that first year, I would get back on those old prop
jobs and I would get the family, throw them in the station wagon
and at that time things were easy going. We could leave on Thurs-
day afternoon late and not come back till Monday and you would
not miss them. On Friday morning, I would wait till the kids came
home from school, throw them in the station wagon and, of course,
a couple of the kids would have to bring their neighborhood pals.
One of them was a little girl, a lovely little girl.
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She and another sister and a brother, who she would also bring
along, lived around the corner with their mother and their grand-
father. The mother worked downtown. The grandfather died about
some 3 years after we had been there, but the little girl, let us call
her Kim, a lovely little girl. We would take her. She grew up with
one of my daughters. And then, they left the neighborhood.

In the meanwhile, years go by and one day I get a special deliv-
ery letter from LA. It is from a jail and, from this little girl. And
she had been arrested for drugs and prostitution. We tried to do
what we could from San Antonio, and we did, but then we lost con-
tact and the last time one of my sons ran into her was in the Port
of San Antonio where you had open prostitution, solicitation and
there she was. ) .

You know, that is wrong. Why should that girl, who could have
been any one of my daughters, have had to face the constricting
debility that exists in every one of our communities. Right now, the
headlines in San Antonio are that gays are rampant and that you
have a juvenile age kid killed every other day. That is San Anto-
nio, it is not even LA.

I remember when I came out after the war and went to work for
the juvenile court, those were the headlines. And how do you think
I feel? 1 feel it takes everything I have got to keep from being de-
moralized. But as long as we have a country that allows a system
to destroy what God has not, we cannot be great.

It reminds me of this brilliant, the most eloquent man I have
heard, an architect, unemployed for a year in Baltimore. And what
he said, his words still ring in my ears; he said, “I am proud to be
an American, but I am not proud of America.” And that is exactly
the way I feel. And I want to congratulate you, though, for surviv-
ing an obstacle course that I think would take any one of us—I do
not know that I would have had the strength- to have survived it.

Yes, we had a Depression that I was hoping my kids and grand-
children would never face. It looks like it is in the works again. We
had wars which I had hoped my kids and grandchildren would not
see. So we have to keep at it. I want to congratulate you and see
what we can do to shore up, from our level, the resources that will
make it possible to turn around and lend a helping hand to those
coming up the ladder behind you as well as people like Mr. Jones.

I think it is q[uite‘ tragic to see a man like Mr. Jimenez. So many
young tell me, “No, I do not want to have any children, not in this
world.” Here is a man who has enough faith even living the way
he does, to say, “By golly, we are going to have children. We are
going to fulfill our God given destiny who has given us life.” And 1
say that the least we can do is assist in increasing the potential for
that human being to use to the fullest flower his God endowed tal-
ents and our system is not doing that.

And that is why I want to thank you because I think every one
of these people here shares this feeling. They would not be here if
they did not. And they would not be doing what they have been
doing on the congressional level. So, with that, Mr. Torres, I want
to thank you for your patience.

Mr. Torres. No, thank you, Mr. Chairman, for conveying to us
the concern that you have. I know you have put in 81 years in the
House of Representatives working on behalf of poor people and
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working on behalf of our communities. It is a record, indeed, to be
proud of. I just cannot understand how you can get 17 million
miles and still look as well and strong as you do. It is commendable
to be sure.

I wanted to ask Mr. Raubeson a question, just because he made a
very stirring presentation based on the work that you do. And, ob-
viously, I was impressed by the rest of the witnesses. Mr. Raube-
son, you indicated Ms. Shirley was a graduate, if you will, of the
kind of program that you run; am I correct?

Mr. RauBesoN. Correct.

Mr. Torres. And I am not sure whether Mr. Jones has gone
through your particular program, but obviously, he is the kind of
individual that is often assisted by you, single men. My heart goes
out to Mr. Jimenez, who is not single in this case, but has a large
family. I take note of the brochure you have just given us, this de-
lightful montage here of 18 properties that are owned by your orga-
nization. Joaquin Roback did a nice job here.

Mr. RAUBESON. Also one of our tenants.

Mr. Torres. And also one of your tenants. My question is how do
%fou herl)p a person like Mr. Jimenez? Is he not eligible to be helped

y you?

Mr. RauBesoN. We are a very small cog in the machine of the
helping community and we have a fairly specific role. We do single
room occupancy housing. It is not housing that is designed well- to
meet the needs of families. I insist when I talk to people at HUD
that single room does not mean single person. We have couples in
our units but we do not have families. )

What we do, Mr. Torres, when we buy a hotel, and often the
hotels we buy do have families in them, unlike some other develop-
ers, we do not evade our responsibilities under the Uniform Reloca-
tion Act. And we do maintain a relocation caseload when we do
that. We relocate people into decent, safe, and sanitary housing.
We make sure they get the benefits that they are entitled to and
we follow up and meet their needs.

And, as I am sure you are aware, it is not just a monetary obliga-
tion that you have to a family in such a consideration. We have a
responsibility to. make sure that they are comfortable in their com-
munity, they learn where to shop, they learn the transportation
routes. And, as a matter of fact, we far exceed the requirements
that Congress has placed on developers: in the Uniform Relocation
Act. '

We allow people to move twice and we will assist them to do that
without cost. They just did not get along with the manager. So we
do not just put them into decent, safe, and sanitary housing and
forget them. We move them and again, we will do two subsequent
moves if necessary.

We do followups. I am going to tell you that systems, even com-
puterized systems, are far from perfect. We have hundreds and
hundreds and hundreds of tenants who are on Social Security or
SSI. And that is a pretty broad base over the years. And I can tell
you that in any given month, about 12 percent of the checks do not
show up. I am not talking about people who have moved, people
who have had a change in their file. It is about a 12 percent rate
that the check does not show up.
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Now, we need to collect the rent to survive, so we do not take a
person’s word that the check did not show up. We have a release of
confidentiality with Social Se#urity and we make sure that that
happens. It is even higher with the County Welfare Department. It
is over 20 percent of the checks do not show up. And, again, so
when someone moves and you relocate them, it is very common for
the check not to show up.

We loan people money until we get it straightened out in their
check. And we have been doing that for 6 years. And I am extreme-
ly proud to be able to say not one family has ever stiffed us on one
loan. We have a 100-percent eollection rate and we have no en-
forcement. I mean, it is all voluntary. And, again, it gets back to
my earlier comment about people without money always being
troubled people and so forth.

There are very, very good people in our society who do not have
much money. And, again, I am very proud to say we have a 100-
percent collection rate on loans we have made for nonchecks arriv-
ing. But what we do is, we relocate people out of Skid Row who
have children. into decent, safe, and sanitary housing. And for in-
stance, a family with two children, we would have to find them, by
law, a two-bedroom home. We could not put them into a one-bed-
room home.

We would have to find a five-bedroom home. But, again, we
would have to do that. Unfortunately, there is very little enforce-
ment mechanism. Quite often, people get lost between the cracks
who get relocated, never really get—never mind the money they
are entitled to, they do not get that, but very few ever get the serv-
ices they are entitled to by that law.

And if I may suggest, that is an area that you might want to give
some attention is how the Uniform Relocation Act is monitored by
the Department of Housing and Urban Development to see that
people who are displaced actually get their fair benefits that you
have provided in law.

But that is what we would do..If he were living in a hotel that
we bought, he and his family, we would relocate them.

Mr. Torges. I see. Thank you for answering my question. It ap-
pears that, by your answer, he is really at this point at the mercy
of public housing or the marketplace out there to be able to house
his family, because your program, had he been in it, you would
have, obviously, taken the steps to relocate him. He is not under
your jurisdiction. Therefore, he really is not able to be assisted by
you.

Mr. RauBesoN. No, but, again, you mentioned the local Public
Housing Authority has the major responsibility. You know, I point
to us with pride, 1,174 units, our housing authority here actually
controls 75,000 housing units of which they own 38,000. It is a very
large enterprise. And I am not here to tell you that it has enough.
And T am not here to tell you that it is a perfect organization,
but——

Ms. WaTers. We know that.

Mr. RauBEsoN. But, again it does have that responsibility. It has
that public trust. And, you know, I think they should be put to the
test. There should be a referral made of this family and they are
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flhe oxtlies who have that responsibility to see that that family is
oused.

The CHAalIRMAN. Excuse me, Mr. Jimenez's dream is that his
family could get into public housing.

Mr. Torres. Well, in asking these questions and asking what has
been the response of the public housing authority, I understand,
Mr. Chairman, that we have a representative from the housing au-
thority who has been tracking this particular issue. And if the
chairman would allow, I would like to hear from Mr. Walker to
give us an overview of exactly what has transpired to try to assist
this one particular family which, I am sure, represents many other
families who are in the same throws. Mr. Walker.

Mr. WarLgERr. Mr. Chairman, Mr. Torres——

Mr. Torres. Again, I am asking unanimous consent that the
chairman will accede to this request.

The CHAIRMAN. Certainly without any objection.

Mr. Torrgs. Thank you, Mr. Chairman.

- Mr. WaLker. In Mr. Jimenez’s case we are actively and currently
processing his application for housing for him and his family. One
of your staff aides, who came out here a few weeks ago, contacted
my office regarding interviewing prospective witnesses before this
committee. And he was moved by Mr. Jimenez's situation and that
is why Mr. Jimenez showed up today and at the invitation of your
staff, I accompanied him.

The tragedy of most families here in Los Angeles who need hous-
ing, we have inordinately long waiting lists and a short supply of
available affordable housing left in the public housing market. Mr.
Jimenez is eligible for housing with the public housing authority. I
could not even venture to give you an approximation, however, of
how long it would take for a unit to be available for him.

The CHAIRMAN. He is on a list.

Mr. WarLker. He is actively being interviewed as we speak. He
has accepted an offer of housing at one of our developments. How-
ever, there are no five-bedroom units currently available for him.
So his application would be transmitted to that development and
put on the list of people waiting for available five-bedroom units.

Mr. Torres. Now, I understand, I guess, why he was the gentle-
man who requested to split up his family, if he had to, in order to
qualify so that he would not have to qualify for a five-bedroom
hoine, but rather anything short of that. Am I correct? He is the
gentleman that—-

Mr. WaLker. That is correct. Unfortunately, I do not have the
lack of moral conviction to ask any man to split up his family, es-
pecially children of such young age to be able to get housing for. I
do not know how we would work out the configuration of what
remnant would be housed of his family.

So I do not take on that sort of moral burden to say, “Listen, in
ordelll- for you to get housed quickly, you have to shatter your
family.”

Mr. Torres. I understand and I, obviously, feel for the kind of
decisions you have to make in these kinds of situations. So, I just
am happy to note, though, that there is some process that is being
pursued to try to accommodate this particular family. Thank you,
Mr. Walker.
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Mr. WarLker. Thank you.

The CuaigmaN. I wonder, Mr. Walker, if you could, for the Re-
porter’s sake, identify yourself, full name and your title.

Mr. WALKER. My name is Dwayne Walker. I am employed by the
housing authority, city of Los Angeles as the manager of its public
housing application center.

The CrairmaN. Thank you very much. Before you leave, may I
ask a question here?

Mr. Torrgs. Surely.

The CHAIRMAN. What is your waiting list size in LA? That will
throw a light. - -

Mr. WaLKER. For Section 8 or for conventional housing?

The CuAIRMAN. Both, if you have——

Mr. WALKER. For conventional housing right now it is, I will give
you an approximation. It is about 20,500 applications. For section 8
it is somewhere in the vicinity of 50,000 to 60,000 applications.

The CHAIRMAN. Wow.

Mr. Torres. Before Mr. Walker leaves, I have a little note here. I
meant to ask you this question. You have been quoted as saying
that this is a gut wrenching kind of job, that you have to be deal-
ing with this kind of issue every day to try to make ends meet for
people. I understand that Mr. Jimenez was summoned to your
office to pursue an interview for the possibility of getting into a
home and something went wrong. What transpired there?

Mr. WALKER. When Mr. Jimenez initially came in fto be inter-
viewed, I was in the midst of being interviewed for the Los Angeles
Times. The individual who was conducting the interview with me
wanted to talk to some of the applicants who were in the office.

As he went around and observed the different applicants that
were in the process of being interviewed, he stopped and chatted
with Mr. Jimenez. The problem which was brought to my attention
was that his situation, as he perceived it, was of such a sense of
urgency that when he had suggested to the employee who was
interviewing him that he would entertain the idea of splitting up
his family and what were the possibilities of that occurring, the
interviewer brought that to my attention and therefore, I got in-
volved with responding to his inquiry about splitting up his family.

Mr. Torrgs. Thank you, Mr. Walker.

The CHAIRMAN. Let me say, Mr. Raubeson, that the reason Mr.
Torres’ sensitive eye caught the beauty of this is because he is an
artist himself. He has a lot of talent.

Mr. TorreSs. Thank you.

The CHAIRMAN. I have seen it. Ms. Waters.

Ms. WaTers. Thank you, Mr. Chairman. If T could just thank all
the members of the panel for being here today and let me say to
Ms. Shirley that I am really proud that, despite the difficulties of
your life, you have been able to hang in there and keep trying over
and over again, where you find yourself today able to be here to
share with us what is going on out there with people who find
themselves homeless and are incarcerated and need some way to
get back into the mainstream. Just keep going and I have faith
that you will be all right.

Mr. Jones, prior to leaving Washington, Congressman Lane
Evans and Congressman Kennedy and I met with the chairman of
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the Veterans’ Affairs Committee, Chairman Sonny Montgomery, to
impress upon him the importance of going in, I suppose it is, to the
Appropriations Committee with a budget that would greatly en-
hance the President’s budget on the problem of homelessness in
veterans.

And we are looking at pushing for something in the neighbor-
hood of $70 to $80 million to serve homeless veterans. We want tar-
geted programs to do that. I do not know how far we will get, but
we intend to first, fight very hard to break down the walls of the
budget to allow this peace dividend to flow into homeless programs,
to support the chairman’s bill and his leadership in this area.

We think that certainly veterans should share in the priorities of
the peace dividend. And so your words do not fall on deaf ears. And
we will be working very hard.

To Mr. Jimenez, even with my poor Spanish, gracias para tu par-
ticipation. Thank you very much, Mr. Raubeson.

The CHAIRMAN. Would you yield to me?

Even though you have not said much, you have touched on very
important things. First, .our fight is going to have to begin with our
own leadership.

Ms. WATERS. Yes.

The CHAIRMAN. I went to a chairman’s meeting called by the
Speaker. We were told definitely that they were not going to give
priority to such things as this but tax. In other words, it is going to
be me, too, but not as much. This is what lost the Democrats their
elections. Ever since they echoed the Republicans, exactly what the
Republicans lost with for 40 years. So I wanted to tell you that we
are going to need a lot of help here to overcome the inertia that we
are receiving from the leadership of our own party.

Now, fortunately the minority, Mr. Wylie and Mrs. Roukema,
they are going to be for the bill, believe it or not. So, you know, 1
think we have our fight.

The other thing, I got so emotional I did not finish my story—I
said that I get my family and the neighborhood kids and throw
them in the station wagon. I never told you what I would do with
them and the station wagon. Well, I would drive them out to a
place we had been going since I was a kid and we would just camp
out there for 3 days; camp out Friday night, Saturday, Saturday
night, Sunday and I would come back and go back to Washington.

When my son ran into this little girl, because I still see her as a
little girl, it is the first thing she remembered. She said, “How is
your father and do you still go to Modlos place?”” She never forgot
that. In total, it just grates my soul to hear testimony from young
people like Mr. Jones and you, Ms. Shirley. But anyway, thank you
very much.

Ms. WaTers. You are welcome, Mr. Chairman. Just one more
thing if I may. Mr. Raubeson, all of you, in various ways you have
alluded to what went wrong with U.S. Government, Department of
HUD, the tremendous cutback that this country experienced and
even as we sit here today, some of the misdirected policies of gov-
ernment by way of HUD.

Some of you may know of my running fight with the Secretary,
who insists on having money in this homeownership program,
where he talks about homeownership of public housing units, and
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so forth and some of us who keep asking the question, ‘“What about
rehab money for those units that you may have boarded up that
you cannot put anybody in? What about more dollars to expand
Section 8? What about jobs for those people who live in public
housing, who maybe could graduate from public housing if they
had some earnings and allow it to be available to other people?”

So, when Jack Kemp comes out here, receiving all this press
about the great home ownership program and public housing, let
us not be subtle or kind. Let us deal with the problem and tell him
to put some money into public housing to expand the housing
stock, to fix up what we have, to make sure that it is all on the
market and let us be very tough about it. Let us meet him at these
press conferences and at these conventions where he is going and
let us demand. And that way, we can back up the chairman and
put some fire under the leadership and what we know needs to be
done to provide additional units for people who need it very much.

Mr. RauBesoN. Well, I have berated Secretary Kemp on a
number of joint appearances.

Ms. WATERS. Keep on doing it.

Mr. RauBESON. And, you know, we are not ungenerous in hous-
ing in this Nation. And, you know, I happen to rent. I do not con-
sider myself a bad person. Most of my tenants, virtually all of my
tenants, will never aspire to homeownership. And yet, we have de-
cided this last year to forgive $54 billion of earned taxes for people
who own their homes, a home up to $1 million in value.

It seems to me that the priorities are somewhat askew when the
poorest of our citizens we decide to spend less than $9 billion on to
provide them a basic roof over their head and at the same time
forego collecting $54 billion from affluent Americans. And I know
your committee does not write the tax laws, but there is something
out of balance there.

The CHAIRMAN. It is.

Ms. WATERs. It is.

The CHAIRMAN. One thing in addition, you know, you are so
young that. you are preparing your program with a budget of what,
$60 to $70 million did you say?

.&\/Is. Warters. For the homeless veterans, over on the veterans’
side.

The CHaIlRMAN. Well, I want to point out that even today this
country and the Congress is taxing the American people $70 billion
a year for continuing production of atomic weapons still targeted in
Russia. This budget right now has $70 billion, that is more than $1
billion a week. Talk about perversion of priorities.

I just thought I would give you a buzz because I remember the
peace dividend that they talked about during Vietnam. When Viet-
nam was over with; I never heard about a peace dividend. We have
an uphill fight here and I think we ought to face it and realize it.

Well, thank you very much. We deeply appreciate it. And we will
be in contact. We will not break off. We are going to follow
through. We want to make sure that our visit here is not a fruit-
less empty gesture. Thank you.

Ms. WaTeRs. Thank you.

The CaaRMAN. Our next witnesses will be Mr. Etezadi, who is
an attorney at law, and introduced before, but because of the size
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of the first panel, we deferred. He is with Legal Aid Foundation of
LA and is accompanied by Theodora Rolette, resident of multifam-
ily housing and Carol Berman, resident of assisted housing. And we
have Ms. Brenda Y. Shockley, who is a housing consultant and
Marvin Greer, principal, the Williams, Greer Group, accompanied
by Reuben and Dale Hill, first-time home buyers and Donna Spen-
ser, a first-time home buyer.

Thank you very much for being with us. I know the hour is a
little late. I think I noticed some of you here in the audience so I
want to thank you for your patience. Is there any reason why we
should not proceed in the manner that I introduced you? Do. any
one of you have a pressing time problem? If not, we will then rec-
ognize you, Mr. Etezadi.

STATEMENT OF DAVID ETEZAD], ATTORNEY AT LAW, LEGAL AID
FOUNDATION OF LOS ANGELES

Mr. Erezap1i. Thank you Chairman Gonzalez, and I would like to
thank the committee, Ms. Waters, and Mr. Torres for having us. I
would like to say that I am here today in a representative capacity.
I work for Ms. Rolette and the Mission Plaza Tenants Union. I also
work for and with Ms. Berman and the County-wide Alliance of
HUD Tenants.

I am an attorney at the Légal Aid Foundation and my area of
practice includes public and subsidized housing. I have had the
honor of working with resident leaders throughout public housing
in Los Angeles and particularly with the leadership in the develop-
ments in south central Los Angeles and many, many graduates of
Project Build. I am actually currently working with graduates of
your Build Plus Program and an entrepreneur program and I am
very honored to work with them. I see some of them i in the audi-
ence today.

My comments today, however, are really focusing on sub31d1zed
housing and some of the very important issues that confront ten-
ants that are living in subsidized housing. Most of the tenants that
I work with in this capacity live in buildings that were built under
the 221(D)(3) and 236 programs and they face the threat of prepay-
ment or expiring use of their mortgages.

This committee was instrumental and provided a great leader-
ship last year or the year before last in the Cranston-Gonzalez Af-
fordable Housing Act and in particular in Title VI of that act, the
Low Income Housing Preservation and Resident Homeownership
Act, which is certainly a mouthful.

But we face some very specific and special problems in Los Ange-

les that the act does not address and that are further complicated
by certain regulations that are proposed by HUD. Let me first, at
least, give you a sense of the extent and magnitude of the problem
in Los Angeles. We have the largest stock of subsidized housing in
the United States. There are approximately 40,000 units in the
county of Los Angeles, 23,000 of those are in the city of Los Ange-
les and approximately 10,000 of those are facing the threat of pre-
payment. In other words, their owners have the ability to prepay
their Federal mortgages and raise rents to market levels.
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The buildings are clustered throughout the city of Los Angeles
from the east side to the west side, the south side to the San Fer-
nando Valley. Most of them are clustered in high rent and high
real estate markets which further exacerbates the problem as I
will explain to you. Again, the law that you passed was a formida-
ble one but there are certain problems that must be addressed.

One is that the law, Title VI, provides substantial incentives to
both owners of the properties to stay in the affordable housing
business, to continue to provide affordable housing for low-income
people. It also provides those same incentives to what are called
preservation purchasers or nonprofits or tenant associations that
have aspirations to control their buildings and their housing.

The amount of the incentives, however, will be based on two fac-
tors. One is the appraisal of the property and a preservation value
will be arrived at, but the other and perhaps the issue of great im-
portance for this committee’s attention, is that the amount that
will be paid in incentives will be controlled by what is called a Fed-
eral cost limit. And that is based on a formula, 120 percent of the
fair market rents.

The problem that we have in Los Angeles is that we have ex-
tremely high land values and extremely high potential to convert
these properties to market rents. And as Professor Goodman indi-
cated earlier, it has been the real estate market that has fueled
economic growth in southern California. And although there has
been somewhat of a lull these years, we anticipate that that might
return and act as an incentive for owners to displace tenants.

HUD clearly has the discretion of providing grants where the
value of the land exceeds those Federal cost limits but certainly
without significant appropriations and without the funding to do it,
therf{a will be no discretionary grants given to save this housing
stock.

The problem is even further exacerbated by a proposal that is in
the President’s budget at this time, which would reduce the Feder-
al cost limits to 100 percent of the fair market rents and that is
with the goal, I believe, in the President’s mind of saving some
money, but we would argue that the consequences in Los Angeles
and in California would be disastrous in that we would probably
lose at least half of the housing stock that we would hope to save
under this program.

By HUD’s own estimate, some 23,000 people would be displaced
by this proposal in the President’s budget and although they would
be given vouchers, we have already acknowledged today that the
voucher program is less than adequate and in many cases only dis-
perses people, destroys communities, and funds slumlords and
others to take advantage of the Federal Government.

There is another problem in the law and it is in regulations that
have been proposed by the Department of Housing and Urban De-
velopment. One of the incentives that is provided to either an
owner who wants to stay in a program or to nonprofits or tenant
organizations that want to buy the building in which they live is
the availability of a 241 equity loan or basically, a federally in-
sured loan. Unfortunately, HUD’s proposed regulations would only
provide a 20-year amortization period in cases where tenants or
non- profits want to purchase that building while providing a pri-
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vate owner 40 years. We see that as incredibly unjust and would
hope that this committee could convey that to the Department and
urge it to change the regulations or, in the alternative, if they are
promulgated in that form, to initiate legislation that would provide
tenants and nonprofits the opportunity to preserve this housing
stock for the long term. That is what is important.

As Ms. Rolette will explain to you in a few minutes, she is part
of a tenant association that has an opportunity to buy the building
in which she lives and I am happy to say and proud that the
tenant organization has begun efforts to purchase that building.
They will need an incredible amount of assistance in order to do
that.

And the assistance that is needed is really in several forms. One
is the type of assistance and funds for which this group could pur-
chase its own technical assistance for which the group could edu-
cate themselves and the tenants who live in the building about
what it means to be an owner of the building, what it means to be
a manager of the building. More importantly, there are going to be
huge gaps, again, between the appraised value of the land and
what is available under the Federal cost limits and we do not see
any funding at this point to fill that gap. And that is very, very
necessary.

What I am basically saying, and I am sure you have heard it
from most of the people this morning, is that we need a huge infu-
sion of funding to be able to save this housing. Although the intent
of the legislation was to preserve housing, we are fighting an uphill
battle to preserve that housing. Whereas, we should be producing
more housing for people who have the need and I think the need
has been demonstrated here this morning, we are fighting just to
save what we have.

It is an 1ncred1bly expensive venture, but it is one that requires
your attention. It is one that requires the Nation’s attention and I
would suggest to you that, although the cost is high, the amount of
money that we would spend in dealing with the social consequences
of displacement and the lack of housing in this country are deep
and we will pay a much higher amount in the long term.

I would like to thank you for the opportunity to provide these
comments and introduce to you Theodora Rolette, who is one of the
cochairs of the Mission Plaza Tenants Union and her cochair with
her today is Cecilia Martinez behind her. And without any further
ado, I would like to present Ms. Rolette.

Ms. RorerTE. I would like Carol Berman to go before me, if it is
possible.

The CHAIRMAN. Yes, we will recognize Ms. Berman first, certain-

ly.

STATEMENT OF CAROL BERMAN, RESIDENT OF ASSISTED
HOUSING

Ms. BErMAN. I am Carol Berman and I am a member of the
County Alliance of HUD Tenants, Los Angeles County Alliance of
HUD Tenants. We like to call ourselves LA CAHT. And we repre-
sent 26 buildings, 5,000 people.
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In Los Angeles, we have 135 buildings of HUD tenants and
40,000 people. That includes kids, old people, it includes the people
who flip your hamburgers. It includes the people who wash your
windows. It includes the people who watch your kids. It includes
the people who are single pgrents, who have kids, who also have to
have part-time jobs and go to school and, you know, to further
their education. And all of these kinds of people are represented in
our Los Angeles County of HUD Tenants.

You know, interestingly enough I live in a building in Venice
that is probably about 70 years old, maybe 80 years old and it was
a hotel and it has been converted. to a place that is for low income,
elderly, and handicapped people. Interestingly enough, I have lived
in my community for 30 years. I have always been interested in my
community. T never thought that I would end up in a HUD build-
ing and I am very grateful that 20 years ago I had the foresight to
fight to get that building which was going to be sold, for a very
lovely sum at that point, and get it turned into a HUD building.

The neighborhood, the community turned out and said, “You
cannot throw out these people. You cannot destroy our communi-
ty.” And I have always been interested in housing. And so here I
am, in this building that, by the way, buy-out time is 1994. What is
going to happen then, I have no idea. All I know is that, as I say, I
have been interested in my community and I have gone to housing.
I have gone to the county, I mean the city, the Los Angeles Com-
prehensive Housing Authority, Housing—Low Income Housing
Strategy, CHAS. You know, I am sorry, all these alphabets just
kind of confuse me every once in awhile.

But I was there for a seminar. I went to the County Housing,
what is it, Assistance, something or other, CHAS, Affordability
Strategy, County Housing Affordability Strategy, ditto for the city.
And what struck me was there were people there who knew about
the housing crunch, who knew, especially in the area of Los Ange-
les, who knew in the area of the counties, especially in Los Angeles
County, how horrible, how dreadful this housing crunch was,
people, for instance, who had two or three homes, you know, and
people who had a cardboard box.

'And we were all kind of represented at these particular meet-
ings. And what struck me at these meetings were people were wor-
ried about low-income people in their neighborhoods. They were
worried very, very deeply about well, what happens if, indeed, we
get these low-income people here. And they did not seem to realize
that low-income people of all kinds were just as concerned about
having a nice neighborhood, safe streets, good housing, and aspira-
tions for something better. And I do not mean just more Nintendo
games or Air Nikes or something like that. I mean, something from
the heart, something that, you know, you could feel proud of being
part of. We all want that.

I know I never thought of myself as being poor, just kind of
broke, you know. You know, and I never wanted to be kind of
broke. I mean, you know, I did want to own my own house, but
things happen. Things happen in society. Things happen to you.
And I found myself homeless for a couple of months. And because I
did have friends in my neighborhood, because I did have friends, as
I said I lived there for 30 years, they shared their couches with me.
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But I know a lot of people who are permanently homeless, who are
still sharing couches, who are overcrowded.

They are one step away from being evicted because the landlord
is Saying, “Hey, you have about four or five people in this room
and we only rent to two people,” you know, all kinds of conditions,
people who are living in garages. Because they are not up to code,
these garages are going to be torn down and maybe rightly so be-
cause they are horrible, but instead of saying, “Hey, listen, let us
upgrade the garages, give the owners some kind of in lieu fees, you
know, for the parking, let them park on the street or something
like that and have these units registered with the Los Angeles
Rent Stabilization,” no, they are tearing them down because they
are not up to code and they are unsafe.

What I was struck by at the city thing was that the city people,
of the people that I met, Mr. Bodaken, Ms. Loeb, who is here, and
countless others whose names I forget, really wanted to solve that
housing problem. But it became more and more apparent to me
that what really needed to be done was we need the Feds. We need
the Feds to help us. And, frankly, in the past, since Reagan, if I
can, you know, use names, since Reagan, you know—you know, I
used to dream about becoming before a congressional committee
and yelling at Senator Joseph McCarthy, so here I am. This is kind
of strange how one’s dreams come true.

But here I am. But I am talking about Reagan and his absolutely
metrophobic attitude toward the big cities. And it has gone on. Ac-
tually, Nixon started it. Nixon started it with his refusal to back
up the bonds of New York City and Reagan took it on and now
Bush as taken it on. And we are just sleeping through this little
recession. And I can look out my window at one of the high rent
districts that we still manage to have this little old HUD building,
you know, that is going to expire in 1994, and will the owner, you
know, respond to the carrot of HUD or the stick saying, “Whoa,
you know, I can make millions, you know,” or will he respond to
the carrot of HUD and say, “Well, I can make millions but not as
fast but what the heck,” you know.

I can look out my window and I can see homeless people. I can
see homeless people sitting in the dumpsters. I can see homeless
people around the corner. I can see people defecating, urinating, all
of the things that you can hear from all of these homeowner
groups that are concerned about the homeless, that are concerned
about the crazy, that are concerned about all these people on the
streets. I can see them and I can see what they are doing, and it is
annoying and it is frightening and it is terrible, and it is going to
get worse. It is going to get worse.

They talk about vouchers, as David mentioned, these vouchers
for 22,000. You know, 22,000 HUD people are going to be out on the
streets with their vouchers. The vouchers do not mean anything
unless the landlord says, “Well, OK,” and then it is going to cost
the Federal Government even more. And it is going to cost the Fed-
eral Government even more if they do not get on the housing
thing, because I heard about the gangs when I was here. I sat here
and I listened to it.

I heard about how hard it is to get work. I heard about all of this
but I will tell you one thing, it is real hard to study, it is real hard
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to learn how to read, it is real hard to wash your clothes unless
you have a place to live. It is just that simple. Unless you have a
place to live and unless you are counted as a valued member of so-
ciety and the human race, housing is the foundation of it all. Hous-
ing is the foundation of it all.

You know, Kemp talks about first-time homeowners and first-
time this and pulling yourself up by your bootstraps. Well, some of
us do not have any bootstraps and some of us are a little too poor,
you know, or a little bit too old to really—well, you know the
picket fence and the whole thing. Mr. Kemp has got to realize that
we need housing. People who get housing, you know, in the private
sector, they get all kinds of tax breaks. We do not get any tax
breaks. I was scandalized to learn this, but people who have two
homes get tax breaks for their second home which is just as much
tax breaks for their first home. And there are people wandering
around here without any home.

And all T can say is that housing—I mean, you know, I was kind
of surprised that we were not a little bit ahead of the thing, be-
cause I think, as I said, housing is the building block of it all. If
you do not have an address where you can say, “I live here; this is
my neighborhood; this is my community,” you are going to have a
bunch of people, you know, who are just suffering from free-float-
ing out of me. They are not going to care. They are going to say,
“Me first,” and that is going to be it.

You know, they are not even going to have the herd instincts of
foxes or anything else. They are not going to protect their own,
they are not going to protect their young. They are going to abuse
their young because they are young, they cannot take care of their
young and this frustrates them.

You are going to have all kinds of problems if you do not get the
hell out and do something about housing which is the basic of this
whole thing. People feel responsible. People need to feel this. You
know, the homeowners who are worried about large housing
projects being built in this area, I do not blame them if those large
housing projects are built with the same lack of care; “Well, we
will shove as many people in as we can,” you know, without any
thought to is the neighborhood friendly, is there light and air for
the neighbors, is there light and air for the people in there? Are
there common spaces?

And I have the feeling that really all of these fabulous architects
that we have, we can get together with those fabulous architects,
and we can create things with compassion and creativity and
common sense, you know, that we could actually, you know, not
waste money but really do it and do it up smart, so that every.
neighborhood you would not be able to tell who is poor, who is this,
who is that.

I wish that there were homeowners here in this group, you know,
rich homeowners where we could say, “Hey, look, you know, I am
just as concerned as anybody else. I want a decent place to live in
and I want to be assured that I am not going to get this notice
from my landlord saying, Well, Carol, you know, it has been nice
knowing you but we just, you know, got this great offer and you
know, the HUD thing is over with and here is your voucher and do
not let the door slam you on the way out.”
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You know, I would like to turn over my remarks again to Theo-
dora who, you know, is going through the experience of buying her
building which I think is a great idea. Thank you.

The CaairMaN. Thank you.

STATEMENT OF THEODORA ROLETTE, RESIDENT OF MULTI-
FAMILY HOUSING

Ms. RorerTE. Thank you, Carol. My name is Theodora Rolette. I
am executive director of the Mission Plaza Tenants Union. We
have been offered the opportunity to buy Mission Plaza, but only
verbally. We do not have a written intent and the monies will not
come to us unless we have something in writing.

The Housing Department of the city of Los Angeles has been
very generous in their help, but, again, we do not have that letter
of intent from the owners. We need a very clear statement of the
letter and there should be some regulation that we get it in a cer-
tain amount of time. The ownership of Mission Plaza is quite un-
clear.

In 1988, I wrote to Washington and they sent me a list of owners,
two general partners, whom I am going to call A and B. And when
the building was offered to us for sale, the owners were to come
and sit down with my board and ask us if we wanted to buy this
place. What they did, there was another partner whom I am going
to call Mr. X, who has been barred from some other States in the
United States from ever having this type of property. Well, guess
who came to my board? It was Mr. X. Now, in October, we asked,
along with the attorneys, to clarify who the owmers are of this
property and they agreed to it, but we have not received it yet.

Another thing that is holding us up in acquiring this property
are the appraisals. The government regs are so complicated that
the owners cannot get their appraisals nor can HUD. HUD wrote
the regulations for the appraisals but, obviously, they do not under-
stand them either because we have not received theirs.

What we feel is that if HUD and the owners do not get their ap-
praisals to us in a certain time, that the tenants should be able to
get ours, get our own appraisal and those would be the appraisals
that we would purchase the property by.

Now, Los Angeles, I know that everybody thinks that LA, we
have so many people here, we have a lot of money. That is not
true. Los Angeles is bursting at the seams and with the influx of
all the homeless that are sent here from the other States and with
the new immigrants that are arriving every day, we do not have
anything. So we have to get the money from the Federal level and
that requires millions of dollars for Los Angeles alone, not thou-
sands or not just for Mission Plaza, but for millions to take care of
the buyouts.

The technical, we have to have development teams. We have to
train people and for all of that, we need money. And as most of us
see, most of the money that goes to foreign aid, why cannot we
have some of that in this country to take care of the homeless and
the housing and the gangs, the drugs and whatever. Everything we
have goes to foreign aid and countries constantly—now, Russia is
coming up like you said.
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We are sending food and monies and promises and everything
goes out of the country. Now, Mr. Winfield gave me 10 minutes and
I talked 5. I would like to turn my other 5 minutes over to my co-
chair, if I may. I would like to have my cochair take my other 5
minutes, please.

The CuHAIRMAN. Yes.

Ms. RorLerTE. That is Cecilia Guerra.

The CuairMAN. Oh, all right, fine. And your name is Cecilia—

Ms. GUERRA. Guerra and in English that is war.

The CuairMaN. Yes, and your title, you’re a social manager?

Ms. GUERRA. I am cochair. s =

The CrAIRMAN. Cochair, OK, for the Reporter.

[Exchange in Spanish.]

Ms. GUERRA [making a statement in Spanish].

Mr. Torgres. Essentially, she is saying that all she hears, of
course, are promises, promises, promises. She is saying, “You have
the money, the government has the money and all we get is talk,
talk, talk; it is time for action.”

Ms. GUERRA [making a statement in Spanish].

Mr. Torres. We have been given an opportunity to purchase
available apartments. On the other hand, in so doing, the govern-
ment imposes upon us very strict rules, strict rules that are diffi-
cult to meet in a two- or three- bedroom apartment. We are grow-
ing families. We need four- and five-bedroom apartments. We need
some flexibility.

Ms. GUuERRrA [making a statement in Spanish].

Mr. Torgres. She will not use her complete 5 minutes. She does
want to take the opportunity to thank the committee for being
here and for listening, but she does not want us to go back to
Washington and just do some more talking. They need help. “We
need help,” she says. “If we do not get help as we are giving éther
countries, there is too much reliance on foreign aid, if we continue
this, we are going to become another Central America.” She is
from Panama and she said that we are reaching the state where
we are going to be like Panama.

Please listen to our children. Please listen to our voices, their
voices. We want them out of gangs. Please help people that are
poor. Quit helping the rich, she says. Thanks a lot, goodbye.

Ms. BErmAN. I would like 10 say one more thing. The Los Ange-
les County Alliance of HUD Tenants——

Mr. Torres. Ms. Berman, if I just may. I was just translating
what she said and I turn it back to the chairman.

The CuairMAN. Yes, Ms. Berman, go on.

Ms. BERMAN. Just one thing, I have heard that so much this
morning. What I would like to say is that we have been very in-
strumental going to Washington and lobbying about the regula-
tions of HUD. So we feel sort of a little bit betrayed when we sud-
denly find out that HUD wants to cap, wants to change the cap,
that we had worked so hard at. And that we were told that it was
OK and now we find HUD, that is supposed to be our friend work-
ing behind our backs.

The CuairMAN. Yes, I was going to tell Mr. Etezadi that we are
going to have hearings on the prepayment matter, it is of such an
urgent nature, when we come back. This week we were supposed to
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have them but the minority raised cane, so we have what we call
proforma sessions this week, but next week. We have sent notifica-
tion around. We are going to have a hearing in DC on these regula-
tions, on this prepayment business.

You all are right. We believe that the interpretation of what we
provided for in the 1990 act is very serious and Mr. Etezadi has al-
ready mentioned the number of possible people that would be out
of low income, low rental housing if the owners are permitted to go
ahead and repurchase.

Ms. BErRMAN. Twenty-two thousand.

The CHAIRMAN. That is right. How many?

Ms. BERMAN. Twenty-two thousand and then some.

The CHalrRMAN. Well, we are very concerned and we are going to
have this hearing. We have some other Congressmen that have
been on top of this and have been really hitting HUD very hard.
Congressman Barney Frank from Massachusetts, for example, has
had a big hand in forging the compromise on the prepayment busi-
ness which some people thought we would not be able to do, but it
is serious.

Ms. BERMAN. Well, also if I might say, Congressman Torres, we
lobbied your office and, you know, your aids were just swell with
us.

The CualrMAN. And may I say the reason I asked him to do this
chore here is that he really has been an ambassador and he is a
very talented individual. When I said awhile ago he is artistic, he
is. You ought to see some of his drawings and paintings. He is very
artistic but on top of that, he was Ambassador to UNESCO ap-
pointed by President Carter in the 1970’s, the late 1970’s. So he is a
man—

Mr. Torres. With the concurrence of Congressman Gonzalez.

The CuairmMAN. Well, actually it was really President Carter.

Mr. Torres. Thank you very much.

The CuairRMAN. And the record should show that background. He
is skilled in interpreting Spanish and was stationed in France be-
cause that is where UNESCO meets. So I just thought the record
ought to show that.

I believe the gentleman who has come up now is George Odell.

Mr. OpeLL. Yes, sir, I am sort of an infiltrator to this panel with
the help of your very competent aides and staff.

STATEMENT OF GEORGE ODELL, DISABLED VETERAN

Mr. OpeELr. My name is George Odell. I am a disabled vet and I
was homeless temporarily for 8% years. By that I mean, I lived out
of a vehicle for 8% years and I still would be doing that if I did net
get into a HUD assisted rental project because 1 was determined
that I was not going to spend one-third to one-half of my disability
income for rent, which I would have had to do.

You see when I was working, I worked for 10 years as a flight
mechanic for a regional carrier out of Los Angeles International
Airport. At that time, I used to live down in one of the beach
towns, in Redondo Beach precisely. I had an apartment there, be-
lieve it or not, a bachelor single for 355 a month. It is probably
about $400 or $500 or $600 a month now. So I was not going to
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spend that kind of money because it would have taken up most of
my income.

So anyway, I did not come up here to tell about myself, but I just
want to hit on one very important point. You came very close to it,
but I want to make sure you understand something very clearly.
You know, Kemp is talking about vouchers. He is going to replace
the HUD subsidies with vouchers. Well, that sounds all very good
to talk about. They try to sell that by saying things like, “Well, the
single mother can take this voucher and move to a better neighbor-
hood, you know, and pay the dlfference between the voucher and
the rent.”

Well, that sounds great. There is one big defect in that and it is
built r1ght into it, and that is there is no rent control attached to
those vouchers. So I do not have to tell you what is going to
happen. The rents are going to take off like one of Werner Van
Braun’s rockets to Mars and pretty soon that voucher is not going
to be worth you know what.

So that is the main thing I came up here to try to impress that
on you, watch out for that voucher gimmick. It is not good. It is a
real fake and it is a real disaster if they succeed in substituting
that for subsidized rent.

And while I am here, I want to say-that I was very impressed
with Jim Brown and his group. You know, looking back when I
was the ripe old age of 19 I was a platoon sergeant of the 3rd In-
fantry Division in the Korean war. Things were a lot different
then. When I came out we got the G.I. bill and I went through
trade school which was paid for largely by the government. Why
could we not have a G.I. bill for the war on poverty or something
like that, among other things?

You know, like I was standing here frantically scribbling down
some notes. One of the thoughts that occurred to me is, you know,
Charles Keating has better housing than. a lot of people who testi-
fied here today. I mean, I am a native born U.S. citizen and a
combat veteran and I have never cheated on my taxes or anything
like that. And those people like that are getting better housing
than any of these people that showed up here today. And I do not
think that is right.

And I think it is up to you to do something about that. Also, I
will be through in a minute, I just wanted to say that you know,
you hear a lot about the homeless and the mentally ill. Well, I will
tell you one thing, the mentally ill need housing instead of the
treatment that they are getting these days which makes them
worse and I have plenty of documentation to back that up. By the
way, I am a rights advocate for the mentally disabled in this town.

I vividly remember when Congresswoman Waters—I am on dis-
ability myself, they launched an assault against the disabled com-
munity, arbitrarily knocking people off disability and Congress-
woman Waters held a hearing down there at the State Building,
107 South Broadway in their auditorium down there. It was very
encouraging. I never got a chance to thank you for that and I
would like to thank you for it now. It really was encouraging to
hear somebody like that go up there and give us some leadership at
a time when we really needed it. Our ranks were being decimated
by that thing we had for President then.
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And so I do not warit to take up any more time. There are other
people here that have something to say. So, I will let it go at that.
And just, you know, like Mr. Frias said, you know, housing is
really important. And Carol pointed it out, too, you know. Depriv-
ing people of housing, where in Europe housing is considered to be
a right not a privilege. You know, that is the stuff that revolutions
are made out of. And I am not going to go into that. Mr. Frias hit
on that better than I could. And so I just want to turn it over to
the next speaker, whoever that is.

The CaairmMaN. Well, thank you very much, Mr. Odell. No ques-
tion, it is a right everywhere. There are three basic needs of man-
kind. Shelter is one of those three indispensable needs. Ms. Shock-
ley, thank you for your patience.

STATEMENT OF BRENDA Y. SHOCKLEY, HOUSING CONSULTANT

Ms. SuockLEY. My name is Brenda Shockley. I am now a practic-
ing lawyer and housing consultant, but for 9 years I was the Presi-
dent of a community-based community development corporation
that had, as one of its projects, a housing development, an afford-
able housing development, that included in its design both a child
care component as well as an employment training component.

My brief comments today will be directed at two things; one, the
importance and the validity of the nonprofit, community-based
housing corporation and its need for public support. The organiza-
tion that I headed was created in 1981, right after the 80-percent
cut that was ‘described earlier. And for 9 years, and I believe my
successor would say as well as today, we have never had $1 of
public operating support.

When I listened to Andy Raubeson, someone I really admire and
enjoy working with, I listened with both pride and with pain be-
cause I thought about how much more we would have done in
south central Los Angeles, in the Watts/Willowbrook community,
had we had the public support, the monies that SRO housing and a
handful of other nonprofits receive from the city’s Community Re-
development Agency, monies that allow them to have core support
that allows them to then have multiyear planning, to allow them
to then go after projects, rather than trying to just pay the rent
and keep the telephones on.

The Community Development Corp. and the community develop-
ment movement is something that came out of the late 1960’s, ini-
tially spearheaded through then Senator Robert Kennedy. That
movement is something that has survived. And I know, Mr. Torres,
with your relationship and your history with TELECU that you
know that at the time the community development organizations,
the corporations, what were called then the first generation ones,
they had something called the Community Service Agency, that
provided them funds and allowed them to be an advocate for their
community. And it was geographically located.

Many of the programs that now receive some level of funding are
located downtown and I cannot help but believe that that has
something to do with the fact that it is also part of a downtown
containment need, given the fact that you have your major corpo-
rations. But in south central Los Angeles and other parts of this
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community where there is a level of diversity and the kind of need
we have in public housing, where we mnot only are producers of
housing, but we are also thoge who the organizations will come to
to write proposals. We are those who act as advocates with mem-
bers and residents of public housing along with the Legal Aid
Foundation.

We are those who work to make sure that construction projects
in our communities have the level of affirmative action, not only in
terms of employment but also in terms of subcontractor participa-
tion, in the equity, in the programs. These corporations are vital to
neighborhood development. They are vital to the self-determination
that we talk about. They are vital to the infrastructure and the
strengthening of the corporations and they should have multilevel,
multiyear, and significant core support so that they do not have to
choose between raising $20,000 to pay a secretary or $2 million to
build a housing development.

I urge you in any legislation that you consider to make sure that
funds go to these very important community based organizations,
and that those funds go directly, that they are not sequestered
where then again, the organizations that have worked, worked
with validity, have to then re-prove themselves.

The other point that I would like to raise is the whole issue of
affordable housing and what that means. When we talk about af-
fordable housing for multifamily rental housing that becomes the
lowest priority in terms of developers. I was in a meeting recently
where we had developers saying that if you gave them the land,
they would not do the project now because it did not pencil out.

What they meant is there was not enough profit. There was too
little profit and too much frustration that the community has to
have an input, the city has to have an input, the regulations and
the permit process is such that as long as they can find construc-
tion and development, particularly some that is subsidized, that is
easier to do, and that deals with a more comfortable segment of the
population, that they would so do that.

I direct your attention to the late thirties when you created the
Federal thrift and loans for the same reason, because, in fact, you
had a segment of the population that had a right to housing but
that it was not profitable to the private sector to provide that hous-
ing. You created those thrift and loans. Those thrift and loans were
able to then provide the level of resources that would be necessary
to be able to then have the housing boom that we had post-depres-
sion.

I suggest that you are going to need that or some vehicle like a
housing trust fund and that the natural recipient of that kind of
resource and that kind of attention would be the community devel-
opment corporations that have managed to struggle all these years
with very meager resources, but managed nevertheless, to repre-
sent their communities. Thank you.

The CaairmaN. Mr. Greer.

52-194 0 - 92 - 3
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STATEMENT OF MARVIN GREER, PRINCIPAL, THE WILLIAMS,
GREER GROUP

Mr. Greer. Thank you. First of all, I want to say it is an honor
to be here and also I wanted to thank the staff for inviting me. I
have also had the privilege of working very closely with Ms. Shock-
ley’s office. I was quite impressed with her speech. As a matter of
fact, I am always quite impressed with her anyway.

I want to give you a little bit of background on my company. My
name is Marvin Greer and I am private real estate developer. My
partner and I, Van Williams, have a company called The Williams,
Greer Group. We are the developers of low-income and affordable
housing primarily in south central Los Angeles. Approximately 2
years ago we built 130 units of low market income housing in
Watts called Westminster Park Plaza.

It is a T-acre site that has approximately 50 townhouses, a 3,500
square foot child care center, seven parking lots, seven laundry
rooms. We put everything in the world that we could in this com-
plex. Every tenant of our complex has a patio or a private balcony.
Each one of the units, particularly the townhouse units have two-
car garages with automatic garage door openers. Every unit is air-
conditioned.

And, again, we think that this particular project is the pear] of
Watts and we like to treat it that way. So we have developed a
format where we take no profit out of the complex at all. We pour
the profit back into it and we look at getting our money somewhere
6, 7 years down the road. Again, to us the quality of the product
and what you put into the community is very important.

Additionally, we decided that that one project should not be the
beginning and the end of The Williams, Greer Group, so we bought
some additional land in the Watts community and we constructed
three single family homes called Calmea Oaks that we sold for
$131,000. These are three-bedroom units.

We moved forward and we embarked upon now what is consid-
ered the largest single family home development to be built in
Watts since World War II. We are right now in the process of
building 114 single family detached homes in the Watts area. These
homes are three- and four-bedroom units. The three-bedroom units
will sell for $145,600. The four-bedroom units will sell for $150,000.
Each one of the units are equipped with microwaves, with dish-
washers, garbage disposals, fireplaces, tile roofs, breakfast nooks,
automatic garage door openers. Every home is hot wired for a pri-
vate security system. And we also have pop-in stoves in them as.
well.

Now, I mention these amenities because I think it is very impor-
tant that when you are involved in building single family homes,
that there has to be some attraction, and -particularly when you
are involved with building single family homes in the Watts com-
munity. Most people have a stigma about not coming into south
central LA or coming into Watts. Well, you know, we would like to
dispel that stigma for several reasons.

Number one is, it is not so much the product that we produce,
which we think is great, but I think that there is a sense of com-
munity in Watts that no one even knows about. I should not say no
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one. Only the people who live in the community understand what
that community is all about. So there is a very good sense of pride
in the community.

What our goal is in south central LA is to build a balanced com-
munity. And that balanced community comes in with bringing in
some middle-income people and also working with the community
redevelopment agency and the Community Development Depart-
ment of Los Angeles to hopefully rehab some of the existing homes
in the community, because we think it is important that we protect
what is there, but also to bring in some new income activity in the
community because that, in 1tse1f attracts in new economic devel-
opment act1v1ty

Now, that is our company. Now, I want to talk about two issues
of why I am here and then also I would like to introduce the indi-
viduals who are sitting to my left. Number one is that we think for
single family homes to work well in the Los Angeles area that
there are several problems. Problem number one is that Los Ange-
les is a high cost area, I mean, not just in housing but in transpor-
tation and other kinds of issues.

Second, if you attempted to buy a single family home traditional-
ly in Los Angeles or anywhere in the country, normally you would
have to put down 20 percent. So, if the average house in Los Ange-
les is $225,000, let us just take $200,000 just for example purposes,
one would have to save up $40,000 to put down on a single family
home, almost impossible.

Third, that we think that the FHA guaranteed limit of I think it
is $124,800, or we always use the number $124,500, is too low. It is
too low for California. Now, it might work well in Pittsburgh or it
might work well in Cleveland, but it does not work well out here in
California.

Fourth, we think that the fees are too high. That if anybody is
going through an FHA Program, that by the time that you get fin-
ished paying impound fees, mortgage insurance premium, closing
costs, that you have tacked on an additional $4,000 onto what that
person has to put down. So if you look at a downpayment of
$40,000 plus an additional $4,000, you have now definitely knocked
the middle-income person out of the box.

Now, several solutions to these problems I just mentioned.
Number one is that we think that LA should be established as a
high cost area and given the same kind of treatment that Alaska
and the Virgin Islands are treated. Those areas are considered high
cost areas and so they have a higher FHA limit.

Number two, we think that the Federal Government should
assist the local cities, and particularly the counties and cities like
LA, in increasing their ability to float more 10 percent mortgage
revenue bond financing. Again, it will create a pool of money so
that the city can generate those funds to first-time home buyers.

Third, we think that at the Federal level a pool of money. ought
to be developed for a soft second program. Now, the reason why
our housing project, I am sorry, I should not say housing project
but development, our single family home development, is going so
well nght now is because we have a soft second program funded by
the city’s Community Development Department. What that means
is that an individual can get up to $20,000 in a soft second that
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they can use as a downpayment. They can put down as little as 5
percent.

So on a house that is $150,000, you can put down $7,500. Of
course, you are going to have to have some closing costs so that is
going to be another $4,000 maybe. So if you technically have
$10,000 in the bank, and if you can get the full $20,000 soft second,
then we have brought your housing price down from $150,000 down
to $122,000 which makes it FHA insurable, which now means that
we can get your mortgage payment down to approximately $1,000 a
month, including taxes, insurance, and principal. So in our minds,
it behooves the Federal Government to come up with a soft second
program.

Fourth, we think, again, that the FHA limit ought to be raised
and it ought to be raised as soon as possible. And last, that the
FHA requirements, impound fees and mortgage insurance premi-
um ought to be examined so that again we can reduce some of the
costs to get a first-time home buyer or any home buyer into the
housing market.

Now, after saying all of that, it is my duty and charge to intro-
duce the two people to my left who are attempting to be first-time
home buyers. I have to my left Mr. Reuben Hill, who is a first-time
home buyer, trying to be a buyer. Mr. Hill has a wife and a 3-year-
old daughter. The Hills are both college graduates and have lived
in the city for approximately 10 years.

Although they have been married for 5 years and have saved
throughout that time for their first home, the Hills are experienc-
ing difficulties in purchasing a home. They are looking for homes
in the price range of $150,000 to $250,000 and they have a substan-
tial income to support a house. The problem is that they cannot
find one at their price or they cannot find one where they do not
have to put down that $40,000.

Also to Mr. Hill’s left is Ms. Donna Spenser, who would like to be
a first-time home buyer. She is a 29-year-old young lady and her
husband is 28 years old. Ms. Spenser has a college degree in electri-
cal engineering and her husband is a construction worker and has
2 years of community college education. Ms. Spenser is currently
employed as an engineer. Since their marriage 2% years ago, the
Spensers are saving for a first-time home and they, again, are look-
ing for a house in approximately the same price range.

So with that, and without any more competition from me, I
would like to introduce Mr. Hill first and then Ms. Spenser.

STATEMENT OF REUBEN HILL, FIRST-TIME HOME BUYER

Mr. Hiz. My name is Reuben Hill. My wife, she could not be
here this afternoon. We would like to thank the committee for
giving us this opportunity.

As first-time home buyers, we have been married for 5 years and
for the last 4 years we have been saving toward buying a home. We
have a 3-year-old daughter and we have a small apartment right
now. With a 3-year-old it has gotten even smaller. We have
shopped around a little bit.

Mostly we have been discouraged by the downpayment of a
home. The 20 percent downpayment is like $40,000, $45,000 depend-
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ing on the price of the home and we do not have that at this time
and it would take a very long time to acquire that in order to pur-
chase the home. We would like to be homeowners. As Americans,
we would like to have that part of the American dream and be
homeowners.

As I said, the downpayment has been one of the things that has
discouraged our looking for a home. And we have been saving for
one. There are homes outside of Los Angeles that, I guess, could be
purchased at a lesser price and maybe with a smaller downpay-
ment but you have to deal with the commute. We both work within
the city of Los Angeles. We have relatives in the city of Los Ange-
les and we really do not want to have to try and deal with commut-
ing.

1 was seeing something on Prime Time or Twenty Minutes, one
of those shows where they were talking about the difficulties that
were going on with families who live outside of the city and it is
taking them 8 hours to get to and from work and you get home so
late in the evening. And you really don’t enjoy the home that you
have. So that has been a part of why we are still looking within the
city.

We would like to expand our family and in order to do so, we
would want to have a home. My 3-year-old daughter often asks her
mom when she will have a little brother or a little sister and her
mom will tell her, “When we are able to acquire a home.” So she is
being very realistic with our daughter who is very smart and. ar-
ticulate.

We like Los Angeles. We are both from different parts of the
country. I am from Michigan. My wife is from Pennsylvania. And
we like the city but we know that homes in the east or in other
parts of the country are much cheaper to acquire. And we would
prefer to remain here, but I have a lot of friends who have pulled
up and they have left the city and they have moved to different
States because of the cost of living being a lot less in those other
areas.

In closing, I would just like to say that we do want to be able to
partake in that part of the American dream and acquire a home.
That is all I have to say.

The CHAIRMAN. Thank you.

STATEMENT OF DONNA SPENSER, FIRST-TIME HOME BUYER

Ms. SpensER. Good afternoon, my name is Donna Spenser. I
would like to thank you for this opportunity to testify in front of
the committee.

I am here today to share my experiences at trying to become a
first-time home buyer. I will stick with my notes here so that we
can move on. As I begin to tell my story, I would like everyone to
know that we were not born with silver spoons in our mouths as I
will give you some of the amounts that we are dealing with as far
as money and obtaining a home.

I would just like you to know that the recession has not left us
untouched. As Mr. Greer stated, I am 29 years old. I have a bache-
lor’s degree in electrical engineering. I am employed as an engi-
neer with the Federal Government since my graduation, only 7
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years ago. I am married to a great guy for the past 2% years and
currently we do not have any children.

With that I would like to share my story. My husband, Charles,
and I, we have been saving for a house since our marriage 2%
years ago. We are both gainfully employed and are considered to
have upper-middle-class income. Our income is over $75,000 a year.
This has been truly a sense of false security as we have struggled
to obtain our first home and to get our loan. )

We have made many sacrifices and we have drastically. changed
our lifestyle in an effort to buy our first home. As newlyweds, we
decided to maximize our efforts to save for our home in many
ways. We have cut a lot of corners and we have come across a few
difficulties in our lives. We have delayed in purchasing a car that
we desperately need. We have minimized our entertainment activi-
ties. We have delayed our family plans. We live in one room at my
in-laws’ home. _

We have had no vacations. We have had no privacy. We have no
social life. We have no children, all in an effort to get that first
home. Although these sacrifices have been our own choices, our
own personal decisions, they have not been easy ones. At one time
we seriously considered moving to Atlanta or somewhere back
South in search of a more reasonable solution to finding a place to
live, but, as native Californians, we wish to stay in the place that
we call home.

So we eagerly entered the market as first-time home buyers in
an effort to find that home in southern California, specifically the
San Fernando Valley, which is about 35 miles north of LA. We
studied our budget and we sought the help of a realtor to see what
we could afford in our area. This is our story.

We could get a $200,000 home which may be two or three bed-
rooms, with approximately a $1,700 monthly payment. This is
about 30 percent of our monthly income. We have saved enough
money for at least a 10-percent downpayment in this price range.
Amazingly, we are still on the modest side of considering the prices
of homes in the San Fernando Valley.

A home in this range is by no means a mansion. Through our
experience we found out that there are tremendous tradeoffs and
usually a decision has to be made; “Do you want a nice neighbor-
hood or do you want a nice house?”’ Well, finally we found both. It
is an older home in a nice neighborhood and it is well within our
range. But our story does not end.

Although our income and job security proved to be favorable in
obtaining the loan and the house, the economic distress in southern
California outweighed the chances in our getting the loan we
needed. Our efforts to save for the downpayment were not enough.
We were told that because of the oversupply of homes for sale and
the declining market, the home that we chose was depreciating in
value. In order to compensate for this situation, we were informed
that we needed to put 20 percent down in order to get the loan.
Well, needless to say, it had already been an uphill battle for us to
save $22,000 and that was only for 10 percent down.

To come up with another 20K it would take us at least another 5

years and that is only if we continued to make the sacrifices that

we had made thus far, which we probably would not. At that time,
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I think I would be 35 and my husband 34, and we probably would
end up renting. Renting in San Fernando Valley for a two-bedroom
home is in the range of $700 to $300 a month for a nice place.

An alternative was to buy a home through FHA, but because of
the limitation of the price of houses, it would not be very much of a
house in southern California. To think that we tried to do all of the
right things and it still was not enough is hard to swallow. It has
been a trying experience for us and a great strain on our marriage.
Fortunately, a few weeks ago we were informed that we may still
get the house with the 10 percent down. It may be a long shot, but
we still believe it is worth it. Thank you.

The CuairmMaN. Well, thank you very much. First, Mr. Greer and
also Mr. Hill and Ms. Spenser, Title VII of our bill that we are
working on would provide a real first-time home buyers assistance.
We not only would have assistance as far as a targeted interest
cap, no more than 6 percent, but we would provide downpayment
assistance.

It is something that we know will work, it is part of Title VII of
the bill which we call the National Housing Trust section. We
would create a housing trust for the first time. Now, the housing
trust provision is in the 1990 Affordable Housing Act, but we could
not get the administration to fund it or even ask for funding. But it
was something I have been working on for many, many years and
finally we got it in the act 2 years ago.

But unfortunately, they did not appropriate funds for it. We are
still hoping. This time we are targeting it both ways and it should
be, I think, given the acceptance we received thus far, believe it or
not from even the minority, I think we have a good chance. But the
question I have is, are you speaking of FHA financing, Mr. Hill,
Ms. %penser? They are talking about what percentage downpay-
ment?

Mr. GrEER. See under the Bond Program that is currently set up
right now, the Community Development Department of the city
has criteria and that means that anyone who makes no more than
120 percent of the medium income of the county, and the county
income is about $42,000, so if you make up to $50,000, if you make
over that then you do not qualify for the Bond Program. But if you
make $50,000 and less, you qualify for the Bond Program. Then we
can assist you in getting financing at 8 percent interest rate under
the Bond Program and then we can go back and get you an addi-
tional $20,000 for the soft second, which means then that now we
can bring that $150,000 price down to $122,000.

So then we can take that package over to FHA and get FHA to
guarantee it. OK, so what happens then that at that point, that
particular loan can be shopped around to almost any bank in the
city because then the bank knows that if that person defaults on
the loan FHA will step in and——

The CHAIRMAN. That is insured, OK.

Mr. Greer.You know, guarantee it. So, you know, with us is that
if we can get the FHA limit raised because LA is a high cost area,
then we do not have to come up with so much soft second money to
put down on a house. So that means that we can spread the soft
second money around to more people.
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So as a developer, we have to buy a commitment from the city in
this case and we pay a commitment fee. So let us say that we buy
from the city a $3 million commitment. That means that we have
to look at how much of that $3 million goes to each homeowner.
And if we gave everybody $20,000 then the money would just go
faster. If we can spread that money out, then it would be much
more advantageous to more people.

The CuairMAN. Yes, well that is exactly what we are targeting
and for the first time we would have downpayment assistance and
buydown to such families and we estimate that what we have in
the bill would provide assistance to about 29,000-plus families.

Now you do have a point. You are right. The median average
cost of a home, single family, in California is $200,000.

Mr. GREER. It is about $225,000, $250,000.

The CHAIRMAN. That is right. Well, they used to make $200,000
over there. So you are right, this is a regional situation that should
be recognized and there have been some efforts to do that in FHA
limits. When you consider it nationally and you have other high
cost areas, for instance, Chicago is fairly high, but California is the
highest median average cost.

We have visited this problem over the years. Although attempt-
ing over the past several years, it was not until the last Compre-
hensive Housing Act that we were able to get the national housing
trust section into statutory language and we are working on trying
to get it funded.

Mr. GreER. It is also important, Mr. Chairman, that the criteria
with the requirements that the Federal Government puts on those
funds ought to be flexible and I will hand you an example. When I
first came to California, me and my wife made a total of $36,000 a
year, OK, and we did not have any kids in the household at the
time. And HUD had monies allocated to cities, I am not sure if it
was under block grant monies or revenue sharing or whatever, but
we wanted to get a rehab loan to rehab this fixer upper that we
bought but we made too much money.

Now, the money sat there in the city’s hands allocated for an
income group that was let us say $30,000 but those people could not
use the money because they did not have enough income to go and
borrow the money and pay the money back. OK, so in other words,
they met the income criteria but they did not have enough or they
did not have the ability to go ahead and use the money for rehab-
bing a house. So the money sat there and you had cities. marketing
these programs that did not work.

And I think that the government at the Federal level, State
level, and the local level should take a very close look at how they
develop the funding source and how to market the funding source
where it is usable to various different economic groups, because
there is a middle economic group that has the ability to pay it
back, OK, but makes too much money to use the money. So I think,
you know, it should be something that the Congress ought to look
at in coming up with ways in which to fund single family home ac-
tivities.

The CralRMAN. Thank you very much. Yes.

Mr. OpeLL. Has everybody had a chance to speak on this panel
because I just wanted to make a couple of comments that I thought
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of? You know, like we are getting into economics here and you
always hear these conservatives complaining about poor people and
their welfare. I just want to remark that the U.S. military is one of
the biggest welfare recipient$ in this country let alone almost prac-
tically the world probably.

You know, for example, it was probably about a year ago I recall
reading in a reliable source that we were building fighter planes
that cost more than their weight in gold. That is really getting ri-
diculous, you know. And then we are spending, I do not know,
what X billion of dollars to guard Japanese sea lanes which are—I
am not sailor, I am an ex-infantryman, but I know nothing is out
there, I have ridden on troop ships, there is nothing out there but
open ocean. And this tells me that the Navy is not spending that
money on what they say they are spending it on.

They have these accounting tricks to spend it on these classical
expenditures like $400 toilet seats and $25 hammer handles and
stuff like that, you know. Money wasted that is what is causing a
lot of people here to do without. I realize I am preaching to the
choir when I say that.

The CHAIRMAN. Well, no, Mr. Odell, that is right. We do have a
problem here and that is we have to proceed. We still have quite a
number of witnesses that have been waiting here very patiently
and we want to proceed.

There is no question, I think you can sum up and say that we
have to somehow redress this perversity in priorities. Mr. Torres.

Mr. Torres. Mr. Chairman, in light of the time, I have no ques-
tions. Thank you.

Ms. WaTters. In light of the time, I would like to thank all of the
participants for being here today. Some of them I know and I do
not only thank you for being here today, I thank you for all that
you do for our community, the advocacy, the vision, Mr. Greer,
that you have for what is possible in developing homes for our com-
munity.

I wish I had time to talk about California housing finance agency
and ask some questions about what some of our entities are doing.
We do not have that time, but I will explore. I take very seriously
what you said about FHA and California and how we should do
something to increase those limits.

Legal Aid, I do not know what I would do without you. Brenda
Shockley, we have a lot of work to do. All that you have done in
the past, I certainly appreciate, but I have some big ideas about
what we can do in the future. And Mr. Hill and Ms. Spenser, I
heard what you said in your search for your first-time home. I will
not ask you about the President’s proposal in his State of the
Union address. Just based on what you have told me, it certainly
will not help you very much based on the experiences that you
have had, but the chairman, I think, has a real program that will
help first-time home buyers and as we work through it in Congress,
we will certainly keep in mind everything that you have said be-
cause we are going to have to fight some people. But for those
people in the administration, the President foremost, who claims
he wants to have first-time buyers, we are going to show that his
little $5,000 at the end of the year is not much help.
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If they really want to help, the chairman has a program for
them and we wish you a lot of luck in your pursuit. The Alliance,
we will be working with you. I need you to help me deal with Mr.
Kemp. So whenever he comes out I want you to be a truth squad
that will follow him around and tell the truth. And Ms. Rolette,
whatever we can do to help get the appraisal and the information
on the property, just let us know. I will be willing to work with Mr.
Torres in order to see if we cannot facilitate the possible purchase.
We have some other buildings in the same fix; Udema Village in
south central Los Angeles that the community would like to own
and HUD has not been any help at all in helping us to move
toward that reality.

So we understand what is going on. We are dedicated and com-
mitted to helping you. Thank you.

The CaairRMAaN. Thank you very much.

Our next panel, Mr. John Costello, Personnel Specialist/Recruit-
er, the Department of Veterans Affairs, the VA Medical Center,
West Los Angeles; Mr. Wallace Ussery, owner and manager of the
Slauson Farms Market; Mr. Jessie Martinez, Carpenter’s Local 309,
and member, East Valley Organization; Bill Garcia, underemployed
construction foreman.

Ms. WaTers. Mr. Chairman, while that panel is coming up, I do
not know how long they are going to be able to stay and they were
not included in the testimony and I know they would have to wait
until the end, but I would like, if I may, to introduce Project Build
Plus entrepreneurs. As I mentioned to you before, when we had the
testimony from my economist that talked about the possibility of
people pursuing earning a living through their own little creative
means and entrepreneurship. So we have a group; Ms. Ballow,
Wagia Ballow, would you please stand?

Would Daisy Mayfield, Minima Amine, Brenda Mohammed, Dea
Lejon Kelly and I guess that is Board member Jumika Niami,
these are people who took off from a little program that we experi-
mented with. We took, again, stole some of the Wagner-Piser
monies that we used for job training and convinced EDD to allow
us to have an entrepreneurship program where we made some very
limited grants. And we got in some experts to help us with our
buying and to talk about what it means to make a profit. We had a
training program.

And we convinced the housing authority to let us do a little com-
merce right inside the housing projects, where people spend money
on the Ist and the 15th of the month, but they go out to people
who charge them way too much for the products. And so our entre-
preneurs set up, as an experiment, and they did well. They learned
an awful lot about purchasing and buying and creating and selling.
But, of course, again, we did not have enough support. But they did
not stop. They decided to continue on without the support that we
had initially given to them.

They continued to go to all of the marketplaces that are created
through various festivals, and so forth. They continued to make
their own products and to purchase some of those products. They
are convinced that entrepreneurship is meaningful and that it
should have more support. They have combined with a Latino orga-
nization. We now have this multicultural entrepreneur component
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with Project Build Plus and if we can get a little bit more support
for them, I think they can really show what people can do if just
given half an opportunity.

I am so proud of them and I wish we could do more for them.
They need more transportation to get around to some of the mar-
ketplaces, but I want you to know these are people who are trying
to force America to be what America said it would be for all
people, despite the fact we do not have all of the support for them
and thank you for being here today. [Applause.]

The CuAIRMAN. Thank you very much. Thank you very much
and, of course, that will be an integral part of the record and if
they have any written presentation, we will make it part of the
record at this point.

[The information referred to can be found in the appendix.]

The CarairMaN. Well, Mr. Costello, we will begin with you, as we
introduced you. I understand you have two guests and we will just
wait and have you introduce them. I believe it is Mr. Hamilton and
Mr. Reedy.

Mr. CosteLLo. Correct.

The CHAIRMAN. All right, sir, you are recognized.

STATEMENT OF JOHN COSTELLO, PERSONNEL SPECIALIST/RE-
CRUITER, DEPARTMENT OF VETERANS AFFAIRS, VA MEDICAL
CENTER, WEST LOS ANGELES; ACCOMPANIED BY JOHN REEDY
AND ED HAMILTON

Mr. CosteELLo. OK. Did you want me to stand or sit or what? Go
ahead? OK. My name is John Costello. I am a personnel specialist
and recruiter from the VA Medical Center in West Los Angeles.
The reason I am here today, from what I understand, is to tell
about what I consider a very successful event that the VA West LA
put lgn, a Federal job fair that took place February 4 and 5, last
week.

Just a brief little bio about myself. I am a Vietnam veteran. I
served in Da Nang, 1965, 1966. I was with that first 100,000 troops
that President Johnson and Secretary McNamara sent over there.
They thought it was a Desert Storm type thing but it lasted longer
than that. I am a graduate of the University of Nebraska, masters
and bachelors. I have been with the VA over 10 years. I have been
working in alcohol and drug rehab in the VA before getting into
personnel. So I know a little bit about veterans and problems and
job situations.

I have been a recruiter for the past 6, 7 years. I have personally
attended over 300 job fairs from San Luis Obispo to San Diego to
Las Vegas, OK. So I know a little bit about, as a recruiter, what
the job situation is.

At the VA West LA my chief is Sharon Alvarez. Her idea and
my idea is to personalize and help veterans and anybody, really, to
access Federal employment in an easier more personalized fashion.
We cannot promise jobs to everybody and we do not pretend or
claim to do anything like that. We are just doing our little part to
try to bring job seekers and recruiters together.

So toward that goal, back in August 1988, we got about 30 people
from the community, members of the VFW, State employment of-
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fices, about 10 different Federal recruiters, and brainstormed, how
could we do a Federal job fair to help the public get into Federal
jobs? From that, we started our first annual Federal job fair in
February 1989 which. most people in this room apparently never
heard of.

We had it in the Federal Building in west LA. It was jam packed.
We had lines wrapped around the building and we had approxi-
mately 40 different Federal agencies and recruiters there to talk
face to face with job seekers. Since that time we did one in Febru-
ary 1990, 1991 and our last one last week. We also do a minority
Federal job fair. We did one in August 1990 and we did one in
August 1991 at Rio Hondo College in Whittier. That job fair we tar-
geted especially for minorities with an emphasis on Hispanics, dis-
abled, and so on.

I think that, and my two volunteers would verify this, they get
no pay by the way. They are unemployed veterans. One is a
Marine combat veteran, John. The other went through Pensacola
naval flight officer training in Florida. They helped with this job
fair. As I said, they do not get a dime for doing this. They are look-
ing for ‘work themselves. So they do not necessarily have to side
with what the VA does, OK. And I want them to make a statement
about their own experiences with the job fair as volunteers. We
will get to that in just a moment.

I want to make this one point. Everybody in here is familiar with
sports, Jose Canseco, Bo Jackson. I think last week, out of all the
job fairs that we have had, we had a Bo Jackson, all-star game type
home rnin. And I say that because we made about six or seven news
stations, including CNN. We were on like 12 radio stations. We got
people out. Anybody who saw or heard of any of that, saw the long
lines we had, like two and three blocks long of unemployed people
coming to the job fair. And John has a statement regarding people
that registered who stood in line for 2 hours that he is going to
touch on briefly in just a second.

We do not make everybody happy. People that come there, some
think that they are going to instantly be hired on the spot OK.
And when that does not happen, they are not very happy. So we do
not please everybody. However, I would like to say in our previous
job fairs we have gotten several hundred people employed in the
Federal Government, OK. And the people that come to our job fair
cross all lines, all race groups.

I have statistics from last week if you want that. We saw a
higher percentage of the college graduate Caucasian this time. Pro-
fessional, we had 24 attorneys, for instance. We had a dentist, a lot
of engineers. We had a lot of blue collar type people. We had all
range, from truck driver to whatever.

We had 30 agencies there. These agencies include the VA. Qur
hospital, we recruit for all the VAs from Santa Barbara to San
Diego to Las Vegas. We had agencies like U.S. Customs, Immigra-
tion. Immigration, as you saw in the paper yesterday, indicated
they had like 300 positions they are trying to fill. They were at our
job fair last week.

We had the State Department recruiting for overseas embassies.
Anyway, we had 30 different Federal agencies. UCLA was there.
We had LA county office was there recruiting. We do not promise
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jobs for everybody. What we are trying to do is provide a vehicle
for people to meet face to face with Federal recruiters and start the
process of Federal employment.

Most people who go to the Office of Personnel Management or
try to get into Federal, do not have the first clue of how to get
started. It is just a big bureaucratic confusion. That is one of our
goals. Now, some of the people in our previous job fairs have taken
6, 9, 12 months to get hired because of background investigation
and all kinds of things that take place. We do not employ thou-
sands of people, but I can tell you we have, because of these job
fairs, gotten hundreds of people into the Federal system.

That is why I am here to tell about our job fair. And I would like
our two volunteers to introduce themselves and say a few words.

Mr. REepy. My name is John Reedy. I have 20 years experience
in the entertainment industry in management and operations and
contract negotiations and marketing. I have been unemployed for
the past 14 months. I was fortunate enough to meet with John over
in Westwood and I volunteered to help out with this project.

Some of the things that I saw, and I worked the crowd out front,
I have dealt with numbers anywhere from 10,000 to 20,000 people
at concerts, and this was a middle age on the average, mature,
well-dressed, well-behaved group of people, waiting in line for as
long as 2 hours before they could be acknowledged and get inside
the hall. They would come up and thank us for putting the job fair
on, even before they got inside.

When you look at the faces, you see fear etched in them and de-
spair. This is a work force that wants to be functioning, wants
some identity and it is from the levels of professional people to
skilled people, journeymen carpenters to just laborers, but every-
one wants to be functioning. Dickens with Oliver Twist, when he
asked for more food, these people are asking for more work.

What is going to happen, and this is just a small indication, I
speak to people all across the country in all the major cities and
secondary markets, this is the first wave that came in. The figures
that you see quoted with unemployment at 8 or 9.9 million people,
whatever the figure may be, that is a deflated number. I say that
because there are people, myself as an example, up until a week
ago, I had enough money financially to keep on going. Right now, 1
am down to like 50 bucks in my pocket and rent is due.

I am not an untypical person. There are people that have not
had to use unemployment. There are people that have had fi-
nances, their own financial backing. This is the next group that is
coming in. This is a group of people that have always voted, that
have always gone to work, that have spent 20 years with one com-
pany. They are being cut. They do not know what direction to go in
to. I have always risked certain things with the entertainment in-
dustry. That is part of that package. I can bounce around and at
least accept that fact.

I did not dedicate 18 years to General Motors and now I am on
the street in a middle management position. No one wants to hire
me. They do not want to hire me because: A, I am either overquali-
fied; B, because of my age, I am 46; C, they think if they do hire me
and I get a job offer, I am gone. OK, C, is a negotiable point. I
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think there are a lot of services I could provide to a company or to
a group of people and it could be a very nice work situation.

Other concerns that I see, I see a high stress rate with the male
and female who is unemployed. You are going to notice an increase
in heart attacks. You are going to notice an increase in the break-
up of the family unit. You are going to notice utter despair without
direction. I mean, this is a real serious spot that we are in. It is not
anyone’s fault. I just do not think anyone has come up yet and
said, “This is a crisis developing.”

I think if anybody could start on the grassroots level they would
have the support from the entire country. If someone wants to use
this as a platform, as long as they implement something, he will
have a line of people. He will be the Pied Piper of politics.

To wrap it up, I cannot stress enough that immediate action
needs to be facilitated on a local, State, and national level to defuse
something that is going to blow up. We are going to eliminate the
middle class. We are going to eliminate the person that wants to
work and perform and do everything that we all grew up hoping
for that opportunity to do.

To quote Lincoln, “The world will little note or long remember
what we say here, if nothing is done to rectify the situation.” That
is what I have to say.

Mr. HamirtoN. My name is Ed Hamilton and I am a veteran, but
unlike the two gentlemen to my right, I did not accomplish very
much that was worthwhile. I can say from hearing the stories of
those veterans and many others that my case in not typical and
that there are many people who served the government and the
people of this country that achieved a great deal and the least of
which was buying time.

And the time has come for us to do a considerable amount more
than we have been doing for the veterans, particularly the Viet-
nam era veterans. Now, Mr. Costello, who is with the delegated
exam unit at the Department of Veterans Affairs, came up with
this scheme several years ago to run these job fairs as a service to
his country, as a continuation of his career, an expansion of the de-
scription of his job beyond its usual scope and an additional effort.

And these job fairs are funded without budget. They are done by
volunteers, by sharing facilities and by people who are willing to
expand and become involved. The result of that is it does provide
that vehicle that he talked about for many, many people. It got
people out, away from the television which, as you know, is full of
a lot of negative news these days, got them involved with other
human beings who could share information, who could refer and
say, “This job did not fit me but it might fit you. What do you
think,” and talk about it.

It got them active. In other words, it motivated. It attracted
them out to a central location. It directed them because once they
became involved with some of the people and counselors there,
they began to make matches and to see some opportunity and to
get some hope. They became involved in the system and they
learned how to make it work. They became active in a positive
wa;

’I)‘,he result of this, and that is what we are after, some good re-
sults, is that these people are going to be able to achieve quality,
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not every one of them through this vehicle, but through the energy
that was directed through the work of this man and the volunteers
that he assembled. So luckily I will only speak for a minute or two,
so I am through. But the opportunity exists here to help a lot of
Americans and we saw a lot of quality Americans out there that

day.

Xnd‘I think I am one of them. I am proud to sit here with all of
you and with these two fine men on my right, and particularly
with Mr. John Costello. And I thank the people at the VA who
asked me to become involved.

The CaarrMaN. Thank you. _ |

Mr. Costerio. A couple of other quick comments and we can
wrap this up.

The CaAIRMAN. Yes, sir.

Mr. CosteLLo. Dr. Toni Grant, everybody is familiar with her,
radio talk host, says, “The single biggest blow to a male is loss of a
job.” She says, “It causes incredible pain and hardship and loss of
self-esteem.” I have seen that thousands of times. I told you I have
been to 300 job fairs myself. I can talk to 1,000 people at one job
fair. So I have seen it thousands of times. We do this job fair, it is
over and above the normal duties of our office, to try to alleviate
some of that pain, OK.

We get little or no support from the community and that in-
cludes elected officials. I sent letters early this year to the Sena-
tors, to the Congressmen, to the city council people and whatever.
They did not even acknowledge the letter. I mean, I sent a colorful
flyer and told them what we are trying to do. Here is a copy of the
flyer. They did not even acknowledge the letter, OK. We do not get
any support.

We have always had volunteers every year. The first year, I had
a T2-year-old World War II veteran help me as a volunteer. We did
not have money for tables or chairs or nothing. We are doing this
on a shoestring. This 72-year-old, at his own expense, went through
the while pages of the phone book. He said he called over 100
churches and synagogues in Los Angeles for tables and chairs. The
bottom line, we could not get one table, one chair.

The typical response was, “We have lent these things out before.
They are damaged. Never_again, forget it. We cannot do anything
for you.” So finally we beg, borrowed, and stole and, you know, got
some tables from the Navy and some other places. This 72-year-old
and myself and another worker, these other two did not get paid a
dime, they helped me personally move all these tables and set
them up in the facility, what have you.

Volunteers have helped us at each job fair. In the past, in the
Inglewood area, there is a very dynamic lady named Arlene Wil-
liams with the Veterans’ Employment Community Service, South-
ern California Veterans Service Council. She takes homeless veter-
ans and helps them learn computer skills and whatnot. Some of
you know about her. She helped us with the first job fair with her
volunteers. They did not get paid anything.

We have had another Hispanic veterans group in the Whittier
area led by Reuben Treviso help us with our minority Federal job
fair. And so we are working strictly with volunteers, no money.
When we first set up the job fair we got 29 reasons why not to do
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it. Nobody was supportive and thought it would not work, but we
did it anyway.

Last but not least, I can give you case examples of people who
have gotten jobs, if you want to hear some of those, but I am sub-
mitting for the record, a letter from a person whose life was im-
pacted from our job fair last year, OK. If you like I could read this.
It is about 2 minutes.

The CuaairMaN. If you want, certainly. We will place it in the
record, but if you want to read it, that is fine.

Mr. CostELLO. OK. This letter is dated November 17, 1991, just a
few months ago. It is to Mr. William Anderson, Director of the VA
Medical Center West LA “Dear Mr. Anderson; I am writing this
letter to thank you for your concern and involvement, in my opin-
ion, beyond the call of duty for sponsoring and fostering the Feder-
al job fairs and to compliment Mr. John Costello for his ingenuity
and positive enthusiasm in designing them in the first place.

I, one of many I am sure, was a public relations and television
executive who, having made some money, decided to get out of the
rat race in that business and live a little longer. I heard about Mr.
Costello’s Federal job fairs in the media, both radio and television,
as I remember, and after some searching, located Mr. Costello as
their primary contact. He was positive and offered me an appoint-
ment and interview and ultimately advice to the government of-
fered administrative careers with American exam series.

I scored highly on these exams, 92 to 98 percent, and was offered
a position through the OPM office in El Monte with the National
Archives Pacific Southwest Region in Laguna Niguel. I have been
at work for the Federal Government National Archives in Laguna
Niguel for 3 months now and have received one promotion already.
I would only have not known about this job without the media cov-
erage of your Federal job fairs, but I would not have known how to
find my way into the governmental quagmire.

What the job fairs did is personalize the Federal Government
and make the possibility of getting a job with the Feds seem more
plausible. From my first interview with Mr. Costello and Sharon
Alvarez, and again from what was easily perceived as their willing-
ness to be of real assistance, I knew that a job might be possible
given a little time and direction. I was later offered an interview
with the FAA and had to turn it down since I was already em-
ployed.

Again, as a result of their guidance, I hope you keep up the good
work. Your Federal job fairs should be city-by-city, countrywide.”
My final comment is, we invite your help in making these job fairs
successful. As I said, although we have done massive letters to
people, nobody does help. We want whatever help you can give us.
That is it.

The Caairman. Well, thank you very much. And, of course, that
letter will be in the record at this point.

Mr. CosteLLO. I want to give the name of the person who wrote
the letter. His name is William B. Doty. He lives in Dana Point.

The CaairMAN. If you have a copy of that letter we will give it to
the Reporter so he can place it in the record at this point, even
though he is taking it down as you read it. Mr. Ussery.
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[The prepared statement of Mr. Doty can be found in the appen-
dix.]

STATEMENT OF WALLACE USSERY, OWNER AND MANAGER,
SLAUSON FARMS MARKET

Mr. Ussery. My name is Wallace Ussery. First of all, I would
like to thank the committee for inviting me to participate. Mr.
Gonzalez, Ms. Waters, I am a small businessman in south central
LA. My brother and I are partners in a supermarket. We have
served the community for over 16 years. We have lived in the com-
munity for over 45 years.

We have been in the grocery ‘business off and on, each one of us,
over 30 years. We have employed as many as 45 people at one time.
Presently we employ about 24 people. The recession has been part
of the decrease in our employees. Another reason has been not
being able to get a loan to upgrade our business.

In any business you have to periodically upgrade. In the grocery
business, because it is highly competitive, the same applies. Every
5 to 7 years is a rule of thumb as far as upgrading, whether it be
new equipment or remodeling. Good equipment is essential in gro-
cery operations. You will lose customers if your equipment is not in
proper working order. We have found it difficult to obtain a loan to
upgrade our business. ,

It seems that in our case lending institutions required us to be in
a position to not need funds to obtain funds. It has been very frus-
trating. If you are financially unable to meet the challenge of your
competition, you are going to lose business. In most cases, you have
to cut costs. One of the first cuts is employment. It has been diffi-
cult for us to have to lay off our employees, especially when you
know that they have financial responsibilities as far as paying for
their house notes, to their family, school tuitions, school supplies.

As an individual, I feel that America has enough resources and
wherewithal to address the issues and correct the problems that
are being discussed today, but it is going to take a change in the
hearts and minds of many of our officials in high places. Mr. Gon-
zalez, I pray that as a result of the panels that you are hearing
today that you will have enough ammunition to successfully cause
such changes. Thank you.

The CuairMAN. Thank you, sir. You have gone a long way in
helping us do that. We are intending and we are going to persist
with that intention. Mr. Martinez.

STATEMENT OF JESSIE MARTINEZ, CARPENTER’S LOCAL 309 AND
MEMBER, EAST VALLEY ORGANIZATION

Mr. MarTiNEZ. Good afternoon. Unfortunately, as the previous
speakers, I cannot say I am really glad to be here because it is un-
fortunate that we have to meet under such circumstances in this
country. And the unfortunate part of it is, I, as a representative of
carpenters in the area here, find myself not with the 7-plus percent
of unemployment in this country or even that 8 percent of unem-
ployment in this State.

We find ourselves with 30 percent unemployment of carpenters
in the construction industry here in southern California at this
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time. It has been very unfortunate what has happened and I really
direct that plight for that unemployed carpenter in a context that
really will fit many parts of our industries.

The carpenter, the electrician, the plumber, the sheet metal
worker have always considered themselves sort of a middle-class
America. This morning, as I sat here and became very nervous lis-
tening to some of the cries of the poor, the homeless, I locked at
my own membership and thought of ourselves, to be perfectly
honest, how selfish we have been. But at the same time, I thought
?f tlhe membership of how they began to feel and it was not their
ault.

The leadership in this country made the membership of my
union feel that they were middle America and that everything was
fine. They made the membership of my union feel that everything
was fine and there was another morning in this America when, in
reality, we did not expect what is happening to them today. They
moved out of the area looking for better housing themselves be-
cause even as carpenters, they could not afford to buy the houses
that they were building. So they moved out into Riverside and they
moved out into San Bernardino County. Now they find themselves
unable to make those house payments on those houses.

And they have come to a great awakening, consider themselves
conservatives for a long time. They really voted against many of
you. They voted against many Democrats because they found them-
selves voting against the so-called L people in this country, because
they thought everything was fine for them. They have been awak-
ened to a rude awakening in this country, to realize they are not as
fortunate as they thought they were.

That nice house with that lawn and many times these middle-
class construction workers had their motor homes and even had a
cabin in the mountains, they are losing them, but now it has gotten
so close it is to the quick, because now they are losing their homes.
And now one thing that has really resulted out of this, they feel
that they need each other. The individualism that was perpetrated
on the people of this country in the 1980’s has really brought some-
thing new to this country and all of these people. They found that
they need each other.

That is why many of our union meetings we held with empty
halls. That is why many of the PTA meetings we are talking to
empty rooms. And that is why many people disassociated them-
selves from organized churches in this country, because that indi-
vidualism made them feel that they did not need anyone else.

The carpenters, unfortunately, have really been tied to this com-
munity and it has been through the efforts of some people that it
really raised that level of awareness and consciousness to us that
we were able to see these things. And thank God for organizations
like IAF, Uno Ipheo, that have really raised that level within some
of our people. That is why we were at the forefront of the increase
on the minimum wage in the State of California. It was a historical
event and the carpenters were right up there, up front.

We were able to raise the minimum wage to the highest level in
this country that any State has had, even higher than Alaska. But
regardless, they still did not feel it and it is not until now, when we
see our apprentices that go through a 4-year training program, dis-
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illusioned from that noble profession they thought of themselves
being in as carpenters, because they go out into the job market and
the jobs are not there any longer.

We have shared our apprenticeship program in this area and we
found some good partners with which to share it. One of them has
been Cal-Trans. As a result of the Century Freeway Consent
Decree, we 'were able to build a partnership with Cal-Trans, Feder-
al Highways, and with ACD to develop and renovate houses in the
corridor area. Right now, we are looking at approximately 4,000
new housing units and we are training apprentices, preapprentices
in some of these job programs that have been discussed here today.

What do we do with them? These preapprentices are now going
into a market. Sure we have trained them, sure we have done all
the right things to motivate them and to set their goals and sights.
We have taken them out of the gangs. Some of these young men
that were here with Mr. Brown this morning, they are out of our
apprenticeship program. Some of the people that were here on this
panel earlier talking about reasonable housing that they want to
construct in the south central Los Angeles area are part of that
program that we have been involved in. And we have been training
preapprentices within some of those housing projects that they
have been putting together.

But now, the market is drying up. And I am not saying that you
are to blame, but what I am here to say is that the membership
and the people and the construction workers are desperate now.
Thirty percent unemployment is a depression. We have to be able
to raise the consciousness of the leadership in this country. We
have not done it. We need some leadership to emerge, as it
emerged perhaps during the Gulf war. The theatrics of that war
caused people to really put their efforts and their faith behind
something. And that is the type of leadership that we need in this
country today.

We need a declaration of war on this recession in this country.
We need someone that is willing to take the chances or some of
those that are willing to take the chances out there, stand together,
because we are not united, not when we have a delegation from
Texas that is coming into California to rape the industries and take
Carrier Air Conditioning from the San Gabriel Valley to Texas, not
when we have people that are organized to come into California to
drag corporations and companies into Utah. That is not a united
country.

And I think that when I say a declaration of economic war that
is needed in this country with every State in this Union will be
able to unify and look out for each other. As I earlier said, we have
to get away from that individualism that brought us and separated
us. We have to bring back that sense of unity in this country. And
there is leadership in this country that can do it.

But let me ask, as you go back to Washington, who has the guts
to stand up for the blue-collar worker in this country? We know
who stands for the rich. We know who stands for the affluent. We
know who stands for the 3 percent that run this country. But who
is going to stand for that majority of the tax base that is paying
the base of this country and we are losing it? We are going to
become very, very poor or very, very rich.
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And my dear friends in Congress, we will not eat cake. Thank
you.
The CuairmaN. Thank you, sir. Mr. Garcia.

STATEMENT OF BILL GARCIA, UNDEREMPLOYED CONSTRUCTION
FOREMAN

Mr. Garcia. Thank you very much. I appreciate you letting me
come down and give my personal experience in this situation that
we are in now.

I have been in the construction business 30 years. I started out as
an apprentice. I have lived in east LA all my life. My father was a
union member and I figured what he did, I should follow in his
footsteps. Up until approximately, I guess, 2 years ago, I had every-
thing. I was still floating along pretty well.

I have brothers and sisters that are in the same situation that I
am and there is no way that I can sort of help them. They have
families, live in Mission Viejo, Rowland Heights, and I have two
sisters and an older brother. Two of them are unemployed. They
are having the same problem I am.

I have sent out resumes to companies and I get responses back
that there is paperwork, there is projects, but there is no funding.
So I have come down to the point where I have to work with my
tools. They have given me a job to work with my tools where for
the last 25 years I have been a superintendent on large jobs and I
have come down to the point where I have to work with my tools to
survive.

And maybe last year I might have made one-fourth of what I had
been making. And everything that I have now is sort of, all my sav-
ings are gone. I am just surviving from job to job and now I am
unemployed again. So that is where I am coming from.

The CaairRmMaN. Thank you very much. I think for the purposes
of the hearing, I can get triggered off here and take the rest of the
afternoon, but I would like to get two points, mostly Mr. Costello
and Mr. Martinez.

In your job fairs, based upon your experience, and also in your
experience as an observer and recorder of the construction worker
and particularly carpenters, I would like to get an idea of the in-
crease in unemployment just over last year. My understanding,
what I have been told by the staff and what I read about your job
fair experiences, is that there is a considerable difference between
last year and this year alone. Could you elaborate a little bit on
that?

Mr. CosTtELLO. Yes. I am glad you asked. As I said, this is our
fourth annual. Previous job fairs, I think we have run 700 to 1,000
per day, maybe 1,500 per day as far as people registering and
coming to the job fair. That is in previous years. OK, this year as
far as hard and fast numbers, and we can back this up, we have
signatures and sign-in sheets and all that, a ball-park over 4,000 in
a 2-day period, so way over double, maybe triple, previous years as
far as people standing in line.

The lines have been two to three blocks long. Some of you have
seen that. As far as hard and fast people who registered, we had
some people that came in the exit door and we did not catch a lot
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of folks, but as far as the ones who came in the front door and reg-
istered, we have 3,315 individuals who attended the job fair. That is
double or triple previous registrations, 3,315 who signed the regis-
tration.

And I can break that down briefly, if you want, to some other
things. 1,143 indicated they had part time or had jobs presently. So
some of the people who came have jobs, 1,143. We had 2,172 who
indicated they were without work, unemployed. So in other words,
about two-thirds of the people standing in line were out of work.
We had 823 veterans last week, 823 veterans. And we can break
that down into disabled if you want that later.

The CaAIRMAN. For the record later.

Mr. CosteLLo. Right. Now, I will give you an ethnic breakdown.
We had 1,204 caucasians, more than any previous job fair. We saw
a very high percentage of male, female college graduates. We had
24 attorneys, for instance. We had a dentist as some of you saw in
the news. We had a lot of engineers. I talked to the Department of
Agriculture recruiters. They said that they saw four Ph.D. type
candidates, OK.

The recruiter from the Justice Department who recruits for pro-
bation officers said the job requires a bachelor’s degree in psycholo-
gy or sociology. He said he has a very high percentage of master,
Ph.D. He has people with law degrees, members of the Bar. In pre-
vious years he said that he had trouble getting people to fill his
jobs. He said he’s got over 2,000 resumes and applications, what
have you. And he says now they go for the creme de la creme, 3.5,
3.7 GPAs, and so on.

With the ethnic breakdown to continue, 1,204 Caucasians, 682
blacks, we had 521 Asians and Pacific Islanders. And here is a very
important statisticc We had 444 Hispanics. As most people know
Hispanics are way underrepresented in Federal employment. Many
Federal agencies in southern California have fewer and some have
no Hispanics. We got 444 to come to our job fair last week. And
here is a real unusual statistic, we had 67 native Americans come
to that job fair last week.

In some job fairs I go to, I have been to job fairs that have 4,000
to 5,000 where the employers pay -$1,000 or $1,500 fee to have a
booth. I may see one or two native Americans, if that, or none. OK,
so 397 people refused to indicate their ethnicity. They said it is no-
body’s business. Does that answer your question?

The CuarMaN. Yes, sir, very well. What about your observation
as to those who were or said they were employed but were under-
employed?

Mr. CosterLo. OK, there is a variety of people. Some are in situa-
tions, like Mr. Garcia indicated, they are working temporary jobs,
they are going from job to job working, they are underemployed
and they are just doing survival type jobs. Others have jobs that
are secure that are making good money, but they are afraid that
their job could disappear. And so they are out, you know, prospect-
ing for other opportunities.

Some people indicate incomes that they have made who attended
these job fairs, $40,000 to $100,000 a year. Our volunteer next to us
used to earn in excess of $70,000 per year. So we have a lot of
people that are not used to being unemployed. I had one guy who
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was 52, a master’s degree, earned over $50,000, said he never had
an employment problem in his life until February of last year.
Since that time, his family broke up. He is living with his relative
and he has not found work since. In 30 some years he had never
been without a job.

I can give you a lot of examples of people like that.

The CHAIRMAN. I was more or less going to ask Mr. Martinez
pretty much the same type of question regarding the increase in
unemployment. You say that it is at about a rate of 30 percent in
the construction, carpentry industry?

Mr. MARTINEZ. Yes, yes, Congressman.

The CHAIRMAN. And a year ago what would you say the rate
was?

Mr. MARTINEZ. A year ago it was around 12 percent. And I saw it
climbing and I think it was about midyear that we noticed that a
steady increase of unemployment started moving up and we got the
brunt of it just as we were ending fall and starting into winter.
And it becomes very critical and the reason we notice it so much is
that we depend on many jobs to pull us through the winter periods
because of the weather. And when we saw that happening last Oc-
tober, we knew we were in for some tough times because we did
not have that element of work to sustain us over the winter
months. ]

The CuAlIRMAN. What about the underemployment? Do you find
that a substantial number of those that are listed as being em-
ployed are actually either underemployed or part-time employed?

Mr. MArTINEZ. Definitely. And I think the figure that I gave you,
the 30 percent, in contrast with the figures that we hear publicized
by the government of 7 and 8 percent, there is a bit of difference
there. You wonder yourself, well, who is telling the truth. I am
sorry, go ahead.

The CuAmrMAN. If you will yield to me, the official figures are
very, very deceptive and they have been since they changed the
Bureau of Labor Statistics’ interpretation or evaluation. For in-
stance, if the national figure as given by, say the Department of
Commerce and the Federal Government is at 8 percent, you can
add very conservatively another 3 percent. These are folks that
have disappeared. There is no way they are being factored in be-
cause either; one, they gave up looking for employment as of 1%
years 2 ago, or they have exhausted their unemployment compen-
sation and they are just out of the picture as far as reporting is
concerned.

You are correct in saying that and perhaps not even limited to
California, but it may be that in California. However, you have a
very acute impact because of the problems in other industries and
their effect upon the construction area in California.

Mr. MarTINEZ. It is a lot easier for us to calculate perhaps, than
to find the truths coming out of the government, simply because
we can see the numbers that were employed by the number of pro-
ductive hours being produced in contrast to the same number of
hours that are being produced today. And we could just see the
contrast in hours, that, in itself, will tell us that figure without re-
lying on the government to tell us it is 7 or 8 percent.
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The CHAIRMAN. And this is the reason, essentially the basic
reason, why we have these field hearings. We have been asked, ev-
eryone except here “Well, what is the use? Why are you all coming
here? What are you going to find out here you already know about
in Washington?”’

Well, we get the statistics in Washington. We want to get behind
that and see the human side of things and you would be amazed
what a big difference it makes as far as determining the depth of a
given issue. There is no question, we can sit in Washington all day
Iong, as we have been and tend to most of the time, and we get the
canned testimony of the spokesmen that are there year in and year
out who happen to be lucky enough to be representing some na-
tional organization, whether it is veterans organization or any busi-
ness organization, it makes no difference.

We know we are going to get the canned testimony. My experi-
ence is that these trips have been more than justified if we are
really going to discharge our duty. It is this panel that I think
serves, for our purposes, perhaps the greatest.

I am very concerned about Mr. Reedy’s testimony. I believe you
said you were what, 407

Mr. Reepy. Forty-six.

The CuairMmaN. Forty-six.

Mr. REEDY. Forty-seven in April.

The CaamrMaN. Well, you know, to me that is very young. I can
remember when I looked at being 40 as, boy, getting up there, but
now that I am 75 and in a matter of a few months will be 76, let
me tell you, you are just a little kid on the block.

Mr. REEDY. I am a pup, hey. Well, I am ready to transfer my
usable skills into any career move.

The CuairmaN. Well, that is what I am getting at though. If you
have been reduced to your last $50, and let me tell you, it does
make a difference to know what it is and I know what it is. I can
remember when I did not have enough money to buy shoes for one
of my kids. At that time we could get a pair of shoes, what we call
Solazers, for $1.98 and I would not have it at the end of the month.

And I look around and I see in the Congress, how many guys out
of the 435 in the House know how it is today, considering the aver-
age age that the House represents today? How many know what it
is at the end of a month trying to figure out, “Well, gee, I am not
going to have enough to buy a dress for the wife?”’ Forget about
saving money, you are not going to save. And I try to get these sta-
tistics out. Two years ago, 70 percent of American families had no
disposable income at the end of the month.

And here we have these big shot guys talking about the need to
save in the United States. Well, if you do not know what it is to
still depend on that check at the end of the month and to figure
out how you are going to pay the food bill, the rent, or if you are
lucky enough to have a mortgage at that time, the mortgage. If
t}ﬁeyb(ﬁ) not understand, it is very hard for us to go there and sell
the bill.

But it can be done and it will be done. This is the reason we were
hopeful that we would get some of the younger members to come
out on these trips. I am sorry to say we have not succeeded thus
far. I think the sad thing of the last decade has been something
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that I think history is going to show. It is new to our country, the
unpopularity, almost empathy but not quite hatred toward those
that are disadvantaged, that are poor.

Over the last 10, 12 years we have evidenced this for the first
time in American life. Up until now, I think everybody thought
that the American proposition was that, you know, even through
depressions, if given the opportunity, and this is what we are ‘talk-
ing about, we are talking about jobs and opportunities, the average
American was going to rise. But if the opportunity is not there, you
know, what are we going to have? Are we going to have the moral
degradation which leads to erosion in everything? v

It is imperative that our human element is safeguarded, in the
sense of ensuring equality before the law, equal opportunity, irre-
spective of race, color, creed, economic condition, social condition,
national origin. That has been the actual bedrock of American soci-
ety.

There is only one observation and then I am going to move on.
Mr. Martinez, as you know, the appeal to war has become so em-
bedded in our society. The recent Gulf war, do the American people
know what has been done in their name? The invasion of Panama,
do you realize we still have two-thirds of the troops in Panama that
we had at the height of the invasion? And we dare not move them
because the people we installed in government will not be there 24
hours after they leave and no American life will be safe.

What I am leading up to is the inherent virtue of the carpenter,
who is a creator, who is a constructive element, a builder. We want
to build. We have work enough in this country to hire every car-
penter, every plumber, every laborer and still barely meet the
minimal repair needs of the infrastructure of our country, includ-
ing California.

I like to think in terms of creating and building. America is a
builder, if we can just tap unused human potential and other re-
sources.

I am telling you right now a bridge collapses in the United
States every other day. In the city of New York alone, more water
is wasted each day than is consumed because of an over 110-year-
old delivery system. The city of New York cannot do it alone. The
State of New York helping the city of New York cannot do it. It
takes Federal assistance. It takes a national commitment. We have
had a withdrawal along with the dislike for anybody that is labeled
as unemployed or homeless or poor.

We have generated a sense of antipathy toward the poor. And,
Mr. Martinez, you are absolutely right. It was like the Vietnam
war, I ought to know. My district has as many volunteers as you
will find anywhere. They did not have to wait for the draft. They
were volunteering. But in 1965 I brought out the fact that over 45
percent of those that were likely to see action in Vietnam were
draftees. Who were the draftees?

Well, they were not visible to the affluent. Their kid was going to
college. He was exempted. It was the poor kid. However, when the
casualties started coming in, 100-plus a week, all of a sudden the
draft calls started touching those above the middle class, then for
the first time, I recall it vividly as if it were today, we had the big
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corporation chiefs sending messages to the President, “Hey, what
are we going to do here? Let us get on or get out.” )

Why, because all of a sudden their kid might be called. It is the
same thing today. Now that this tide of unemployment, poverty,
want, is hitting the more affluent, yes, now we are beginning to
hear. Our idea is that we should not sit here and wait until this is
irreversible. What you have witnessed and what you have testified
to should be a bugle call.

That is what we are here for and why you are helping us and
with our meager voices, we can join and elicit help. Together we
can break through the level of consciousness of this great inert ma-
jority. What I was disturbed about, Mr. Reedy, was the fact that, I
mean, do you have a family?

Mr. Reepy. I have a wife. We are currently separated. I am by
myself right now, you know.

The CaairMAN. But what about your insurance? )

Mr. Reepy. I do not have any coverage. I am looking at ground
zero. I have been hustling every day. I have been pushing ahead
every day. I keep on going, OK, for whatever reasons, my charac-
ter, and I think the saving grace is the spiritual aspect of it, which
is as corny as that may sound, it is very strong, OK. If I did not
have that, I can understand now where someone may pull the plug.

I could never see that before. I always took everything for grant-
ed. Here I am, I am a high roller. I am making good money and
having a good life. All of a sudden, the rug came out. I am trying
to react to a complete new situation. I have had a great learning
experience and I have better appreciation for a lot of things. But
the bottom line is I am looking at some hard days ahead of me.

I am open to suggestions.

The CuairMaN. What is the prospect on any——

Ms. WarTers. Inspector Corps.

The CaairMAN. What is the prospect on any particular——

Mr. Reepy. Inspector Corps. You have a hook over Inspector
Corps? We will talk after this, OK?

The CHAalrRMAN. What is the prospect on any possible leads you
may be working on now?

Mr. Reepy. OK, the hottest thing I have going right now is
through the job fair and speaking with John, that I have applied
for a position as an Immigration inspector. Now, it is an entry level
position. I had some quality time with the recruiter. She was tell-
ing me that with my experience and background, once I get into
the system, I can use the administrative and operational skills that
I have developed over 20 years and apply it to that group.

The other thing with it is, that after a year within the Federal
Government, you receive status. After a year, if I can get within
the Federal Government maybe someone would want to use my
abilities as a publicist or as a spokes-person but I think I can trans-
fer then. It would give me a sense of security though it does not
have the glitz and glory of entertainment. It is a lot safer, OK.
Maybe at this point in my life I need security and I am willing to
trade off some of the other ancillary things that may be involved
with a different type of work.

That is the closest thing I have. I may get a month over at the
Veterans’ Administration offices doing some clerical work. Tomor-
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row morning I shape up at EDD on Venice Boulevard to see if
there is any work going on in the morning. I am keeping the debt-
ors away from the door, but they are breathing down my neck.

The CHAIRMAN. I can just-imagine.

Mr. Reepy. The thing though, and it is not me, when I say me,
OK, yeah, this is a true example. The thing though I am a typical
unemployed individual at this juncture. There is a whole mixture
of middle and upper middle class people that are becoming lepers.
They are going to get hit with this. I can react, my God, I know a
lot of people my age or younger will not be able to deal with it.

I am not a fatalist. I am just giving you a fact of life. It is terri-
ble being unemployed, petrsonally, emotionally. Everyone in this
room knows someone, either directly or indirectly, that has a rela-
tive that is unemployed. It effects the whole unit. It effects every-
one. And it is not lower or upper. It is across the board and it is
not in California, it is across the country. I mean, it is a real thing.
It is Godzilla and I am not Japanese bashing, but here comes God-
zilla now and he is stepping on everybody.

The Caairman. Well, you know, you are right. In your opening
statement, you used the word fear. This is exactly what we are
finding. The staff director of the full committee, Mr. Kelsay Meek,
was quick to note in Bridgeport, the site ot the first hearing (Janu-
ary 7) you had fear and anger. In South Carolina you had fear, per-
vasive fear. It had not quite reached that boiling anger point. But
in Baltimore, you had leftovers from the sixties, plus a lot of fear,
and tension. So, given those conditions, somehow or other we have
just got to——

Mr. ReEepy. Given those conditions, it just looms ominous. Your
inner cities are going to pop and you are always keeping a pressure
lid on that. Now you are getting people that normally would not
become rebellious or militant. These are people that have always
followed like lemmings, and I mean that in a complimentary way.
They vote, they pay their taxes, they go to school, they send their
kids to school, OK? They do not know where to turn. They do not
know what to do. They have never been in a position like this.

And fortunately, right now, they are not that rebellious type of
individual that is going to turn around and start blaming. The ma-
jority of the people unemployed are not blaming someone. They are
not saying, “It is the government. It is the state.” They are in a
lousy position and they are trying to work their way out of it. And
they need a light. They need something attainable, not just verbal
commentary. They need to know that, “Yes, I can fill short-term
and here after 6 months I'm working in a specific project.” But
without that hope, I do not recommend this position for anyone to
be in.

When I was in Nam, combat, I got through it. People ask me
about it, I say, “It is an experience that you should experience but
I would not wish you to try that.” OK, the returning rate was very
low. I was there in 1966 and 1967. But having gone through Nam,
it just proved what you can do in a combat. situation.

Unemployment, you begin to get your priorities in a much better
order. There are things that you will do differently when you are
employed again. The trick is to get to that employment stage
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again. And like I said, I am open for suggestions. I have some re-
sumes here if anyone would want one.

Mr. CostELLO. I have two brief comments as a followup to your
questions. Another case example, I know of about 50 people like
these two here that come in. We get a lot of walk-in traffic in the
VA because we are located close to UCLA and the freeway. I am
working with -a Vietnam veteran, 45 years old, who worked 17
years for the Federal Government with the Post Office, a good
stable job. He had the opportunity to make a few more bucks so he
went to McDonnell-Douglas in Long Beach. So he left the Post
Office.

Unfortunately, after about 6 months at McDonnell-Douglas you
know what happened, first hired and first let go. That was about a
year ago. He has been out since approximately January 1991, un-
employed. And you asked about some of the unemployed statistics
or underemployed at our job fair. This is one of the underem-
ployed.

Here is what he has done since then. He tells me he works tem-
porary agencies at $6 to $10 per hour and he just recently got hired
in the VA in a temporary food service worker job. The pay is $7
something per hour. Here is a guy that made $40,000 to $50,000 a
year, 17 years service with an employer. He is working and he has
his foot back in the Federal system partly due to our job fair and
he hopes later to transfer into something else but now he has hope.

That is what we try to do with our Federal job fair. We do not
have solutions for everybody but we are trying as a VA, a Federal
agency, to do something constructive and positive. We have no
budget. We use volunteers like these two gentlemen here.

Here is another thing that we are seeing because I work in the
VA, or the VA Hospital. As more veterans become unemployed, a
lot of these people relate stories to me as they are sitting across my
desk, we are getting veterans who are filing claims for service-con-
nected disabilities from Vietnam, Korea, World War II, that they
did not file 20, 30 years ago because there were too proud, too pa-
triotic and all this. But because they have been out of work for 6 to
12 months, they are looking at other options for income possibili-
ties. So we are seeing a lot of these veterans now filing for various
VA benefits, service connected, whatever.

So this is an economic thing that could impact into something
significant.

- The CuHairMaN. Thank you. I have overstretched my time. Mr.
orres.

Mr. Torgrgs. Well, thank you, Mr. Chairman. As the chairman
said earlier, we have an abundance of statistics that we can draw
from in Washington, DC; Veterans’ Administration, the Bureau of
Labor Statistics, the Library of Congress, really, the Committee on
Veterans. People would ask, “Well, why are you going to LA?”
Well, he said it, because this is the human face. These are the
people that we heard from all morning. This is the setting, Patriot-
ic Hall, you know, where some of these things are happening.

We get a true picture coming out here. I have to tell you, as a.
Member of Congress over on the east side of the city, my largest
caseload in keeping my staff working, is veterans’ problems, veter-
ans’ problems, day in and day out. And I come here and I hear you
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talk about job fairs and you cite statistics and numbers of various
agencies of government that need jobs to be filled. You mentioned
INS. How many jobs?

Mr. CosteELLO. About 300 to 400 vacancies in yesterday’s Los An-
geles Times.

Mr. Torrgs. Three hundred to four hundred vacancies in the INS
for jobs. You mentioned some other agencies. Who were they?

Mr. CostELLO. Let us see, the Federal Bureau of Prisons has posi-
tions nationwide. I have the registration forms here that tell all
the different kinds of jobs that these agencies are trying to fill.

Mr. TorrEs. OK. We have, as I understand, about 800,000 veter-
ans in this greater LA area. I know that 200,000 of those are His-
panics and blacks. How many of those job openings that you indi-
cated there did you {ill at your job fair for these people?

Mr. CosteELLo. OK, very good question. Both of you know since
you have years in Federal, as I tell people a lot in kind of a flip-
pant way, the Federal Government is not like McDonalds and Jack
in the Box, where we instantly hire you and you go to work next
Monday. We provide a process for people to access the system.

The letter from the guy at the National Archives, when he con-
nected with me, he did not start work the next day.

Mr. Torres. No, no, I understand that. I know that, believe me.

Mr. CostELLO. So to answer your question

Mr. Torres. I belong to a very bureaucratic organization, the
U.S. Congress.

Mr. CosTELLO. It could take weeks or months. It could take 2 to 4
weeks or 6 months or 9 months. Sometimes they do a background
investigation and there are a lot of variables.

Mr. Torres. So I guess the key is really getting around and
having job fairs all over the place to really be able to garner more
numbers.

Mr. CostELLO. Exactly, yeah.

Mr. TorrEs. And you have this big job fair over in the west LA.

Mr. CostELLO. West LA, right.

Mr. Torres. How often do you get out to east LA?

Mr. CosteLLO. We do.

Mr. Torres. Well, you do, I know, but how often?

Mr. CostELLO. OK, as I said we did one last August at Rio Hondo.

Mr. Torres. Yeah, but I know you did that one under a lot of
pressure to come up with it, because you do not go over there. And
you had a lot of pressure from the GI Forum, “Get over there and
do this, do this,” right?

Mr. CosTtELLO. No, no.

Mr. Torgrgs. No?

Mr. CosteLLO. No.

Mr. Torrgs. They told me.

Mr. CosteLLo. Well, OK, Reuben Treviso, have you talked to
him?

Mr. ToRRES. Sure.

Mr. CosterLo. OK. He worked with us and I think it was a suc-
cess. No other Federal agency has done, that I know of-

Mr. Torres. How about the San Gabriel Valley, which I repre-
sent. Do you deal with the job center there?
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Mr. CostELLO. Let me tell you what we do in addition to job fairs.
I do seminars to Hispanic, black, Asian agencies such as the Urban
League. And I can give you names and addresses if you want that.
I go to the EDD office in Pasadena and Anaheim and throughout
southern California, the vet centers and I have spoken to groups of
50, 100, 200 minorities, veterans, whatever, on how to access Feder-
al jobs. And we also do a workshop on how to do a Federal applica-
tion.

We are doing other things besides the Federal job fair.

Mr. Torres. That is commendable, Mr. Costello. I know that
talies a lot of work and you are probably doing this as an individ-
ual.

Mr. CostELLO. Exactly.

Mr. Torres. But, again, back to the job fair where you have all
the great exposure, all the recruiters there that could take these
people. Are you doing this in any magnitude on that side of town?

Mr. CosteELLO. As I said, the past two summers we did one in
Long Beach, minority job fair at the VA Hospital and we target in
our advertising minorities. We did one in Whittier. We are doing it
on a limited scale.

Mr. Torres. Because I have heard it said, and I want the record
to reflect this, I have heard it said that they have asked you to do
these things, both here and over there, and that you said, I quote,
“It is a waste of time,” for you to do it. Is that correct?

Mr. CosteLLo. Oh, that is not correct.

Mr. Torgrgs. You have not said that?

Mr. CosTELLO. It is out of context and it is distorted a little bit.
No, absolutely positive, 200 percent it is not a waste of time. It is
the exact opposite. We will do it whenever, wherever anybody
wants us to do it, enthusiastically and I think you were there when
this thing came up.

Mr. HamiLToN. I was there and that is taken out of context for
certain. Also San Gabriel Valley, I grew up in San Gabriel Valley
and I went to Arcadia High School. My family are professional edu-
cators. The Office of Personnel Management is right on Flair
Avenue in El Monte. That is a very big facility.

I will say one thing wonderful about the whole Federal employ-
ment system that I did not know before is that when I am talking
to a person in the Federal system now, requesting information,
without exception I have been talking to a human being who lis-
tens, who is attentive and looks after what I am asking and goes a
step further and tries to find the connection that is going to allow
me to go the next step forward toward employment.

Mr. Torres. Mr. Hamilton, you are one of the volunteers?

Mr. HamirToN. That is right.

Mr. Torgrgs. You are a volunteer.

Mr. HaMiLTON. Yes.

Mr. Torges. You do not receive any compensation?

Mr. HamirToN. No compensation at all.

Mr. CosteLLO. He does not get 10 cents.

Mr. Torres. No consultant fee?

Mr. HamictonN. No. In 1989, the last of my retirement and my
wife’s retirement was wiped -out. We invested in Teachers Manage-
ment Investment Co., and that was foreclosed by Eureka Savings
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and Loan. I have 2 weeks ago retired my own construction compa-
ny, not a union company. I did not intend to give you any of this
information but if'you ask I will give you my credentials.

I retired that because I do not have the management skills in
today’s climate to operate that company at a profit. I carried it
until I was broke. I have no unemployment insurance. I have ex-
hausted my resources and I am supported by my wife. I am a house
husband. Those are my credentials. I was recommended to this
office by a veteran who I know and respect and I know some of his
service. And he said, “Come by and meet this fellow and it was like
a net.”

Mr. Torres. Thank you, Mr. Hamilton. I do not want to belabor
the point and I, obviously, heard from Mr. Reedy. I even hate to
ask you a question, but you are also a volunteer with no compensa-
tion.

Mr. Reepy. I am a volunteer. They could not afford my consult-
ing fee to begin with. No, I have not received anything except the
joy that I got from knowing someone from this job fair, a few
people will connect, so in some little way, because I organize the
crowds out front, the people show up, they made their own individ-
ual pitch, someone is going to be employed via this. And that was
my compensation.

Mr. Torres. Thank you. Mr. Chairman, T think my time has just
about expired, but I could not quit without saying to Mr. Martinez
that he raised a question, “Who has got the guts? And why do you
not have the guts?”’ And I want to tell you, Mr. Martinez, here are
three folks with guts. I mean, we stand up to the issues in Wash-
ington. You should hear Mr. Gonzalez stand up on the House floor
and reveal that he has the guts.

You ought to hear Maxine Waters take on the administration
and the Congress and the bureaucrats because it is not doing what
has to be done. And that is not to belittle my own position. We
have the guts. Unfortunately, we are a small voice in the wilder-
ness back in Washington. And we need to hear from people like
you and people in Congress to hear from people like you. Not us;
you are preaching to the choir, but we have guts.

Mr. MarRTINEZ. Congressman, I realize that and I made the state-
ment for a reason. And I realize where Congresswoman Maxine
Waters comes from and I have heard much of her. And I have
heard Congressman Gonzalez. All the way from Texas here in Cali-
fornia, I have heard of him. Ernie Cortez told me a lot about you
and some of the things that you are noted for in San Antonio.

And he did not say that because I realize that I could say this to
other people that are representatives of the city of California and
Congress and I would not get much, of a reaction. But I knew that
if I 1it that fuse on the three of you I would get a reaction and that
was my point in doing so. And when I said we need a declaration of
war, I did not mean the destruction theme type of a thing. But
when I see the European common market putting together an
effort to take on the world and when I see the Asian countries
gathering together and then when I look into my own country and
I see our own states, you know, just eating each other up for what-
ever industries they have, I say, “The time has come.”
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We must have a declaration of war for ourselves, an economic
war, not a destructive war, but the type of war that will bring this
country together, the States together, the resources, the mentality
and the courage that it take to do something like this. I recognize
that courage in the three of you because I know probably more
about you than you realize I do. And with that, I knew I was going
to light a fuse. Thank you.

Mr. TorgrEes. Thank you.

The CHAIRMAN. Let me say, I did not mean what I said by way of
criticism. What I am saying is I remember President Carter’s
moral equivalent of war with respect to energy. We still do not
have an energy program. What I speak of is a reveille. The men
that have been in the service know. This is our wake-up call. And
then organize, in the words of President Roosevelt, “This vast army
of American people” to have a common assault on the problems
commonly effecting us all. That is what I meant.

And I think in your own way that is what you were getting at,
the call for a unified effort to achieve a common purpose which our
country should not be facing at all, but which still has the inherent
capacity to overcome. Ms. Waters.

Ms. WaTERs. Thank you very much, Mr. Chairman. I know the
hour grows late. I would like to thank all of the panelists for being
here today. All of us, who are here today, each of us rather, take
our jobs seriously and we are considered rebels and front line
people in Congress. Again, we are the ones who have, you know,
tried to bring some attention to the problem of the exodus of jobs
when major corporations started to export those jobs to third world
countries for cheap labor, when Goodyear and all of the plants
closed down.

Many of the rubber workers, as you know, never went back to
work a day of their lives. And we had to fight our way through to
get some kind of plant closure legislation. When the air traffic con-
trollers could not find support from the rest of the organized labor
community, we knew it was a matter of time before it would be an-
other union that would be busted by the Reagan administration. So
we have been in these battles and will continue to be in these bat-
tles. Finally, we have the opportunity for America to come together
and not to be tricked by those who would wave the flag of patriot-
ism but would export those jobs at the same time, and people not
know what was going on.

We are going to have to join together, poor people and middle-
class people, veterans and nonveterans, union workers and non-
union workers at this juncture to force this administration to do
what has to be done to bring down those budget walls that have
been established, to have a real peace dividend and a reinvestment
in our infrastructure so that we can have jobs, and those bridges
that are falling down can be repaired and we can create even some
jobs in the public sector to provide services.

We think that it is with a lot of pain but people are beginning to
understand that they have not been told the truth, and that we
find ourselves in this difficulty because, you know, people have had
the wool pulled over their eyes, Mr. Martinez. So, I hate the fact
that we have to experience this pain, but I think now is the time
for us to get something done in America. And I am just delighted
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that you are here, Mr. Ussery. Would you see my staff about a loan
guarantee program in the State of California, Pacific Coast Region-
al, who should be providing you with some assistance without your
having to have the same kind of collateral you would have to have
at the Bank of America, who is not going to give you a loan
anyway, and we will see what we can do to assist you with that.

Mr. Costello, thank you for your job fairs. What you are describ-
ing to us is very painful indeed, the long lines and the numbers.
We have some people here today. You have heard reference to
Project Build, a program that has been going on for the past 5
years, where we do job development and job training for young
men and women in housing projects, the hard core of the hard
core, that America has dropped off of the agenda, young people
who are predicted never to be able to work a day in their lives,
some of those young people you saw here with Jim Brown this
morning.

We do 4-day seminars. We rotate from Nickerson Gardens hous-
ing project to Imperial Courts to Avalon Gardens to Hacienda, to
Ujema, and we spend 4 days. We teach people how to fill out appli-
cations, how to do job interviews, how to respond to employers who
may even be prejudiced and who do not like the way they look. We
teach people how to get up on time, how to get places. We do fake
transportation routes, how do you get from south central Los Ange-
les with poor transportation to the Valley, if you have to, for a job.

So we have been in this job seminar, job fair business for a long
time and we do the impossible with people who oftentimes have
little skill and no support. So we know how rough it is. We, per-
haps, will see an opportunity for poor people and middle-class
people who find themselves in the same position now to come to-
gether and understand where we must direct our attention, that
we are all in this boat together now, and America owes all of us a
lot more than we find ourselves getting.

So let us join together and find out how we can show you some of
the things that we have been doing with the hard core unemployed
and ways that we deal with people’s self-esteem who have nothing
that may be helpful to some of the people who are finding them-
selves embarrassingly in this position for the first time.

And let me just say that, yes, I used to have a friend at CORE. I
just sent someone to find out if Irvin Azoff is still over there. He is
not any more. He has his own record company. He has left, but
there may be some other possibilities in that industry with Rogers,
Cowan and——

Mr. REepy. Anything would be great. I appreciate it.

Ms. Waregs. All right, we will be happy to do everything we can.

Mr. ReEepY. Can I leave my resume on the desk?

Ms. Wategrs. You leave your resume here. We help everybody.
Thank you.

Mr. CosteELLO. One final thing, before we wrap up, I have a
letter. I am not going to read it, but it is from a State Veteran Em-
ployment representative in Santa Ana, OK. I would like to submit
that along with the other for the record.

The CralrMAN. Certainly. Without any objection, we will place
that on the record at this point.
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Ms. WaTers. For those veterans who find they did not get their
job return rights after Persian Gulf, we have gotten a little thing
in the law for them in the Veterans Affairs Committee as a result
of an amendment that I placed in that gives them the right to
counsel in order to go in and legally handle those people who have
not given them job return riglts. So you might want to start using
that, too, as a tool to help those veterans.

The CHAIRMAN. That is right. Let me say that you are looking at
three legislative guerilla warriors. The bombs we plant are legisla-
tive bombs like, for instance, Ms. Waters’ amendment that stirs
them up. Well, thank you very much, gentlemen. We are deeply
grateful to you.

Our next panel is Ms. Ruth Jernigan, Community Action Pro-
gram, United Auto Workers and she is accompanied by a laid off
aerospace worker; Mr. Michael Ledo, I hope I pronounced that
right, I am giving it the Spanish pronunciation, it may be the other
way around, laid off production manager of the Titan Industries;
Robert L. Ozuna, president of the New Bedford Panoramex Corp.;
Reginald Collier, unemployed aerospace engineer.

Now, because both Ms. Jernigan and Mr. Ozuna have time prob-
lems, is there any objection if we recognize them first and ask
them questions first? Ms. Jernigan.

STATEMENT OF RUTH JERNIGAN, COMMUNITY ACTION PRO-
GRAM, UNITED AUTO WORKERS; ACCOMPANIED BY LAID OFF
AEROSPACE WORKER

Ms. JErNIGAN. Distinguished panel, Congressman Gonzalez, Con-
gresswoman Maxine Waters, a fighter and a friend, Congressman
Torres, a Californian, a fighter and a friend. I am indeed pleased to
be here this afternoon. I do not know that I feel as well as I felt
when I got here this morning after hearing the testimony of the
human suffering that is in our community, although it came as no
surprise to me because I am dealing with that every day.

My name is Ruth Jernigan, international representative for the
Auto, Aerospace Implement Workers of America. Back in early
1975, we started taking on the fight of job losses not only in Cali-
fornia, but in the Nation. We tried real hard in the early 1980’s to
pass a Fair Trade bill. We had very little success with that piece of
legislation. It was watered down so badly the first two tries that we
gulled the legislation. We ended up with somewhat of piece of a

ill.

What that trade bill addressed and many workers are realizing
those efforts, is the Warren Act, which is a 60-day layoff notice. An
employer that lays of a mass amount of people has to notify them
60 days prior to the layoff. I represent workers at the McDonnell-
Douglas Corp., Rockwell Corp., Teledyne, and many other defense
related industries.

~We do not represent engineering and other white-collar workers.
We represent workers, blue-collar workers. I sat here today and
heard once very proud men and women workers undressing them-
selves in front of the public, begging for help. That is not the
America that I lost a brother in World War 11 for, and that I have

52-194 0-92 -4 .
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worked over 35 years to build that I know. We can do better than
this and we must.

We have the resources, the best technology in the world. It is of-
tentimes argued that Japan is so great and has all the great tech-
nology; therefore, we should export all the jobs. Well, I beg to differ
with that. If Japan has all of the technology it is simply because
we gave it to Japan. If Japan has all the jobs then they have
eroded our industrial base in this State and this Nation.

In the early 1970’s we started losing the auto industry. We took
on the fight in the streets at that time. The United Auto Workers
saw the need to open and began to get involved in a training corpo-
ration because it was not enough for us to just represent our mem-
bers during the time of employment. We saw, and I personally got
involved in suicides in our membership. When the plant closed in
Fremont, CA, and it is very vivid today, I remember one of our
members renting a room in a Hilton Hotel, inviting his wife to
come and join him. He had gotten the notice, a 2-day notice, that
the plant would be closed.

And he called his wife and told her that they should have a little
fun since this was the last day of employment. He called her and
told her the room number. She went into the room and he walked
over to the window and he got one of the highest floors in the hotel
and he held her hand and he jumped. They left three children to
an elderly grandparent.

I saw the dismembering of families; whereas, in the auto indus-
try we have job transfer rights. The man or the woman, the worker
that worked for GM, Chrysler, Ford, one of the three big auto,
would be transferred to Oklahoma or to Louisiana or to Kansas or
wherever that transfer right might take them. And the wife or the
husband is left behind because he or she does not trust yet another
job loss, because they are also employed. So they stay on in hope
that very soon that their family can be back together.

Yes, I saw the alcoholism mounting, drugs. And you wonder, as
we open soup kitchens in Southgate, Congresswoman Waters was
there, to feed the unemployed, the homeless and that was early
seventies and eighties. The signal has been out there for a very
long time. There is no way that America can believe and continue
to believe that all of the decent paying jobs in America are being
eroded and being put on a fast track out of the country. Japan
came and got the auto industry and it then came back for the tech-
nological piece of our other industries and now Taiwan, along with
Japan, is now coming for the aerospace and defense industry.

We have a training corporation that retrains the auto workers
and the steel workers and the rubber workers that were laid off in
the 1970’s and the 1980’s to place them in the aerospace industry
and the defense industry. Well, now on the front page of every
newspaper you might pick up, Taiwan, Japan, they are knocking
on the door. They want the aerospace piece.

I come here today very troubled because I represent also very
proud workers. Many of our workers have worked over 35 years
and never been laid off. I had a young lady that was scheduled to
come here with me today, but I had set up a job interview prior to
getting the call. She is going from a $15 an hour job and looking at
the job market, she could not take a chance and there was a $7.50
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an hour job in one of our other smaller industries and she said, “ I
must go and try to obtain that job.”

I want to give you some statistics, I do not have to perhaps, but
some realistic statistics of what is happening in the aerospace in-
dustry. As we know there is approximately $55 billion that comes
into this State every year for defense programs. And the major
losses of that $55 billion are mounting. Just to cite you some of the
statistics and the dramatic problems of the aerospace industry with
plant closings and layoffs, and they are continuing; Rockwell Inter-
national for instance in 1990 had 38,000 workers in the southland
here, in our community. In 1992, we are at 30,800 and dropping.

The Palmdale division closing. That was our space division. The
Downey division 2 weeks ago handed the Warren Act to 2,000
workers and they are continuing. We are not even sure that that
facility will be there in the months to come. McDonnell-Douglas,
one of the larger employers in the southland, if workers from our
community are, indeed, able to get a decent paying job, with decent
benefit, health care, those are the kind of jobs that they seek. We
have trained many young men and women from the projects, the
inner city and place them in McDonnell-Douglas and Rockwell, be-
cause we are the bargaining agent there and we do have some say
so about the rights of that community to work in those industries.

But they are the last to get hired and, of course, the first to be
fired. McDonnell-Douglas in 1990 in the Long Beach division alone,
and we thought we had security there because we had an awful lot
of contracts, so it was a little bit of a luxury to hire into the
MecDonnell-Douglas industry, we had 47,000 workers. In 1992,
43,000 and 3,000 additional workers were handed the Warren Act
notice 2 weeks ago.

There is currently a lot of talk about the deal that supposedly
that is being consummated by the Taiwanese Government and the
McDonnell-Douglas Corp. Just let me share some of our concerns
about the deal with any foreign competitor. First of all, our trading
partners protect their shores, and I will not bore you with statis-
tics, how we are not able to put a Ford Bronco in Japan where the
Japanese yuppies would like to purchase a Bronco. I own a Bronco
and it cost me $12,000.

If you export a Bronco, a Ford, American made Bronco to Japan,
it will cost that Japanese citizen $40,000. So you see the protecting
of their shores is not American bashing. And protecting our shores
should not be conceived as Japan bashing. We, as Americans, call
on our leadership to take whatever measures that might be neces-
sary, whether it is named bashing, and I am not too concerned
about the names any longer. We can no longer have our children
graduated from college with no future. We teach our kids that they
must go on to school and make themselves able to apply for those
better paying jobs, otherwise you will not make it in this society.”

We have a preapprenticeship program where we graduated tool
and die makers, skilled trades that make up to $20. They cannot
find a job. There are no jobs, not only in that trade. Every industry
we represent, every industry in this Nation, I believe, in the pri-
vate sector and also in the public sector, are calling for cuts.

So then we talk about our streets not being safe. We talk about
what is happening to our youngsters. And I am out in the commu-
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nity every day that I am in town and going through the communi-
ty and seeing young women, young girls, and young men standing
on the corner, and young, young girls, 11 to 13 to 14 years old, sell-
ing narcotics and their bodies in lieu of a job. We, in America, we
can do better, and we must.

I know that these three distinguished Representatives we have
here are fighters. I know because they have been there with them
for a very long time. I have known Congresswoman Waters as a
community activist for many, many years. She has been there with
us, but it is going to take more than Congresswoman Waters, Con-
gressman Gonzalez, and Congressman Torres to carry this battle
because, you see, they did not put us in this condition. So those
who had the party, and you and I were not invited, must pay for
that party and not at the cost of human suffering any longer.

We, as labor, took on the fight of the green line contracts. Some
of you here know what took place there. I just flew back from
Washington and had a very bad case of the flu. And when I turned
the television on and I heard on the news that they had put the
Green Line. on the fast track to Japan, I got very, very angry, be-
cause just a couple of years ago—we spend quite a bit of money on
politics, We took to our members a proposition called proposition C
we said, “If you pass this proposition, there will be prices tacked on
to a gallon of gasoline that would enable us to have better trans-
portation, clean up our freeways and yes, of course, clean up the
environment.

And then the only part we could sell to our members and to the
community was there would be jobs created by adding 5 cents a
gallon on gasoline. So I got very angry because our good friends
down at city hall made a liar out of us. And I was serious when I
took that message to our members. So I called city hall and al-
though they had decided to sign the contract and send the work to
Japan and had promised that the jobs would be here. There was no
way in the world I would have been able to sleep that night if I did
not get the attention of those representatives, and we did.

I grew up in labor. I have been in the business over 35 years.
And we have been through some tough times. We deal with the
toughest industries in this world, and that is the big three auto.
General Motors does not have a heart; they have a bank account.
So we knew how to get picket signs and a rally down there at a
press conference that next morning. We kindly asked for it and
when there was some hesitancy, we demanded it and we got that
press conference the next morning. And by God, we had hundreds
of workers down there and we turned that Green Line contract
around.

We had a gentleman join us and he was not one of our members.
And he was wearing a sign that said, “An engineer, out of work,
unemployed and no prospects.” You see, it is not just blue-collar
workers anymore. This economy and this recession and depression
depend on how hard you have been hit. It is reaching across with
its long arms of all segments of our society.

We must mobilize together as a people, as an American. We can
change the course of this Nation. We can change the course of this
Nation with good leadership, we must. Do we want to leave a lesser
America to our children and grandchildren?; Where debts and

W
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trade deficit is outrageous. We export a trivial of what is imported
to this country. We are not asking that Japan stop sending their
goods to this country. That would be unfair. What we are asking
for is a level playing field.

Japan, open your shores to our products. Let us compete. And we
are not able to do that and we are calling on our distinguished
leadership to address that issue in a tougher trade piece of legisla-
tion. As you talk about the Rockwell, McDonnell-Douglas, and the
Teledyne Ryan, that is the tip of the iceberg. Allied Signal Corp., in
1988 had 600 workers and they were basically all skilled workers.
In 1992 we have two workers left and the plant will be closed next
week. They made spare parts for the defense industry and the aero-
space corporations.

Allied Signal, Bendix Oceanic was notified on December 31, 1991
that contract number N, as in Nancy 00019-92-C, Charlie 001, the
airborne low frequency sonar ALFS, we know what that is, was
being awarded to a team comprised of Hughes Aircraft and Thomp-
son CFS. This sonar is to be supplied to the U.S. Navy by Hughes
Aircraft and Thompson, a company owned and subsidized by the
French Government, another huge job loss.

I do not know whether we have the luxury anymore to keep ex-
porting our technology along with jobs at the cost of American
human suffering. The loss of the sonar contract created the loss of
an additional 1,000 jobs in north Hollywood, and in the southland,
again to another foreign competitor. Those are the decent paying
jobs that create the tax base in America. As you hear, as 1 have
heard sitting here today because I am also interested in finding out
where all the problems are and how they are affecting the rest of
our economy, when you take the tax base out of any country, you
are bound to have cuts in education, you are bound to have cuts in
health care. Who is going to pay the cost?

American middle-class workers are the ones who bear that
burden. The very poor do not pay taxes. They should not have to,
they cannot afford to. And the rich do not pay taxes because they
have all the shelters. So as we sit here today and keep continuing
to ask and dealing with the situation of health care cuts, Medicare
cuts, and as I heard a gentleman before me say that he has no in-
surance coverage at all. He is 1 of those 37 million Americans with
no health care at all.

And you know, part of those 37 million Americans are working
Americans with no health care, they do not dare get sick. In 1987,
there were 417,000 aerospace workers throughout the country. In
August 1991 there are 350,000. Plant closed and continued layoffs.
Today the United States does not have a lock on the commercial
aviation technology and manufacturing any longer. The Air Bus
consortium in Europe has taken the technology and advanced tech-
nological in the airline business with new modern facilities, subsi-
dized, and this is key to me, subsidized by their government.

You see that word subsidized and that government kind of have
a marriage and it should have. The foreign governments do not sit
by and watch industry go under. They provide the technological
needs or, indeed, funds to keep those industries afloat. With their
new modern facilities and subsidy they have eroded the base of the
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McDonnell-Douglas who had the market share of the Air Bus along
with the Boeing Corp. in Washington State.

We call upon our representatives, the U.S. Government, to build
some type of consortium that will address fundamental and basic
needs of our industries. I am a former worker on leave from
McDonnell-Douglas. I grew up in the airline manufacturing busi-
ness, understand it well. We used to have where you have govern-
ment contracts was a cost plus which, if there was any override,
we, as taxpayers picked up the cost. Well, with the priority not
being on industry or workers in this country, that is no longer real.

When McDonnell-Douglas decides that they wanted to stay in
the business and they should, it is an American industry, provides
decent jobs for our community, and they need R and D money to
start developing the new program, that is, the MD-12. Those of us
who fly the MD-11, DC-10s, know that is a good aircraft. Well,
that industry has not been excluded from the bad economic times.
They do not have the resources to go out and develop a new air-
craft. So here is a company that hires your brothers and sisters
and members from our community, pay them decent wages with
health care, those fringe benefits that we enjoy are saying, “I need
help. I need a partner, but we cannot find an American partner
that wants to take the risk.”

All research and development on a new project is a risk. All they
are saying is, “We need a partner to make sure that we have the
necessary resources to begin to develop the new aircraft and com-
pete with the world consortiums.” No partner was available. Gov-
ernment did not avail themselves as a partner. The Taiwanese
Government heard about this very lucrative deal and they have
been wanting to get into the aerospace business for an awful long
time. And they thought this is a good shot.

They walked in and the offered to buy 40 percent of the commer-
cial business from McDonnell-Douglas for $2 billion. Again, all of
our trading partners protect their shores. And in offering this deal,
they made sure McDonnell-Douglas understood that if they provide
40 percent to them to build the MD-12, and they must do all of the
production work in Taiwan. So here again McDonnell-Douglas is
consummating a deal between Taiwan that again takes another
15,000 to 20,000 jobs out of the southland.

Again, I call upon government and this distinguished body to
take our message back to Congress. Raising $2 billion is very little.
In less than 6 months, with that kind of work force it will more
than pay back the $2 billion and it protects our community. I was
just in Washington fighting for national health care and that kind
of pieces of legislation that you have been hearing about today, and
many of the representatives I met with and tried to discuss some of
the horror stories and what is going on in our community they
often seem remiss.

The first question came up when we were asking that we get a
health care bill passed so that we do not go out to USC and to King
Hospital and find our members and our community citizens laying
on gurneys for hours and hours without service. The first word out
of the mouth was usually, “Where are we going to get the money?”’
Well, I have run a little short of patience with that kind of a state-
ment and I simply say, “Where did you find the money to bail out
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the savings and loans when they stole all that money? Go back to
the same well and see if you can dig it up because we will have
national health care in 1992. We are going to protect American
jobs better than we are doing in 1992.”

I saw workers come from across this Nation when we had the
march on Washington in September of last year I have never seen
the disabled, the educated, the old, the sick come together for a
common cause. Workers in this country have been abused. I hate to
see lines of people begging for the same job. We can do better and
we must.

I will close by again thanking. this distinguished body for allow-
ing me to come before you. We are willing and ready to work with
you anyway and anywhere we can. And, again, thank you so very
much.

The CrairRMAN. Mr. Ozuna.

STATEMENT OF ROBERT L. OZUNA, PRESIDENT, NEW BEDFORD
PANORAMEX CORP.

Mr. Ozuna. Mr. Chairman, members of the panel, I sort of paral-
lel myself with Ms. Jernigan in the fact that I am also in the same
industry as she is, except that I am a lot smaller. I am what they
call an 8(a) contractor. I have been in business for approximately
26 years but in the government sector only about 8 or 9 years.

Everything that she has said, of course, is possibly the same
thing that is happening to me. Obviously, not as large as the same
thing that has happened to her but in the same ways and I would
like to read a little bit from my prepared statement.

The CHAIRMAN. Certainly.

Mr. Ozuna. Thank you for the opportunity to address this com-
mittee and to participate in the panel discussion. By participating
today it is my intent to better inform you and, hopefully, your col-
leagues in Washington, DC exactly how recent world events, in-
cluding the breakup of the Soviet Union and downsizing of our na-
tional defense budget and aerospace industry and present reces-
sion, all are seriously impacting American business and their em-
ployees.

I plan to use as a working model my company, New Bedford Pan-
oramex. However, before doing so, you need to know something of
me and my credentials. As a small minority business owner, I am a
second generation Mexican-American. I was born in Miami, Arizo-
na and moved to east Los Angeles in 1940 after my father was
killed in a mining accident.

I served in the armed forces for 3 years from 1946 to 1949 and
was honorably discharged. After leaving the Army, I worked for 10
years in an electrical company. During this time I attended several
adult education classes, trade schools, and night schools improving
my skills and business knowledge. I have no formal educational de-
grees.

In 1964 the company I was working for was experiencing many
of the same problems of business throughout the United States
that we are facing today. Because they were forced to downsize, I
had an opportunity to take over a portion of the work they no
longer wanted and started my own firm.
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Fortunately, I had a supportive wife and family. With a second
mortgage on our home, my family and I began my present business
from our garage. I am very proud of my*story. As recently as 1987
and 1991, I was recognized by the FAA as the small minority busi-
ness contractor of the year. Believe me, I am not interested in
going full cycle. I am a success story and I want to continue as one.

However, present times are making it very difficult for even the
hardest businessman to survive. And without healthy businesses to
employ people to increase the gross national product and to pay
taxes and fund social and welfare programs, we, as a nation, are in
serious trouble. As an example, NBP in 1990 was the largest 8(a)
manufacturing contractor for the U.S. Navy, $20 million was the
contract. The past 2 years we have not been able to get one Navy
contract.

In 1990, NBP had a business backlog of over $48 million. Today
our backlog stands at less than $15 million. This means at our cur-
rent rate, we could be out of business within 18 months. The
reason that this information is important for you to hear is that we
are sympathetically out of business in the defense and aerospace
business throughout the United States. We small businesses are
the employers of your constituents. Many manufacturing business-
es in the United States have had to downsize as NBP has been
forced to due to this past 1% years.

For example, in 1990 NBP employed nearly 300 people. They
were a cross-section of California’s work force labor, the blue-collar
technicians, white-collar workers, engineers, professionals. Today
we hire 160 employees. It pains me deeply to say that we have been
forced to lay off so many fine people, hard-working people. From
our highest paid engineers earning as much as $80,000 a year to
our minimum wage workers, all have equally felt the sting of un-
employment at NBP.

A major problem is that the Federal Government is struggling
with change itself. Its indecision and confusion at the highest level
of government procurement has made it extremely difficult for
American defense and aerospace businesses, big and small, to effec-
tively and economically downsize their own operations. Federal
program managers and contract administrators do not know what
programs to cut, what programs to salvage, how much to spend or
not to spend.

As a consequence, American defense aerospace businesses, big
and small, are wasting millions of dollars guessing what programs
they should be marketing. As an example, within the past year,
NBP has marketed revenue solicited to bid and prepared proposals
on 11 separate contracts. The potential dollar value of those 11 con-
tracts was close to $38 million. If you can imagine the cost associat-
ed with marketing and preparing bids for 11 contracts, let me tell
you.

It was in excess of $1 million. Of the eleven contracts we submit-
ted bids on, four were actually canceled outright after we had ex-
pended the money and effort to bid. The other seven have been
either delayed, several indefinitely. In any event, all of the seven
will have to be completely rebid in order to update stale and worth-
less pricing data. So that was a loss of $1 million to us, total loss.
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The point is that over $1 million was wasted by NBP. We cannot
afford that. Our $1 million did not produce a single bolt, nut or
screw, did not produce a single piece of equipment, advance tech-
nology or cure a disease. It did not contribute one penny to the
GNP and this scenario is being played throughout the DOD and
aerospace industry. As we meet today, gentlemen, this is wrong
and it is severely damaging American businesses.

Also as an American contractor to the U.S. Government, NBP
was alarmed when it realized that one of the contracts that we lost
recently in a competitive bid was to a foreign corporation. So what
she says is extremely true. That is going on throughout the indus-
try. We, as a company, are required to submit bids based on.a buy
American policy. However, to compete against foreign companies
who are not similarly restricted is not fair. I believe it would be
appropriate to establish a 3- to 5-percent preference for a company
that manufactures a product using exclusive American products,
parts and components.

If there is anything that can be done at the Federal level, it must
be to understand and support that fact that there exists in the
United States a national network of city, county, and State govern-
ments who are trying to operate their respective entities in the
black. The primary money generating engines available to drive all
the necessary programs that those entities support is business. In
California 89 percent of all businesses are small businesses.

We can rio longer cripple small business. We need to be innova-
tive and creative in making capital reasonably available to small
businesses and protect against burdensome, unreasonable, and un-
realistic regulations that inhibit good business management. Thank
you.

The CaaigMAN. Thank you, Mr. Ozuna, very much. Mr. Ledo. I
hope I pronounced your name right.

Mr. Lepo. It is Ledo.

The CuairMAN. Ledo.

Mr. LEpo. Actually, it is Polish. My grandparents——

The CrairMAaN. Yes. I figured that. I had to learn English so I
still have a tendency to pronounce Spanish. Your name would be
Ledo and I did not pronounce it properly, I apologize.

STATEMENT OF MICHAEL LEDO, LAID OFF PRODUCTION
MANAGER, TITAN INDUSTRIES

Mr. Lepo. I have prepared a short statement covering four areas
it was suggested you might be interested in, how the recession af-
fects me and HAZMAT training I just received, what I think can
be done to help and my hopes for the future.

Since May of last year, I have been looking for work with no suc-
cess and very little response. I have used up what savings I had
and all the severance and vacation pay that I had accrued. I am
now using money from my retirement fund to pay mortgage and
other bills. T can no longer afford health insurance and should I
have to use up all my retirement funds, I will not only lose my
house, but .also my wife and son, who operate a family day care,
will no longer have a base for their business.
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By October of last year, I had to assess my chances of finding em-
ployment in manufacturing as a manager is slim based on the
number of unemployed in this sector and my lack of a college
degree. While I gained experience working with regulations in 29,
40, and 49 CFRs and other corresponding State regulations, I found
I lacked some of the training and certifications required.

I felt this training necessary in order to make a cross-over into
environmental safety and management where my knowledge and
experience could be put to use. It was around this time that I was
contacted by UAW-LETC about the HAZMAT training program at
West Los Angeles College. I found I learned much from this intense
training program and it was beneficial to be instructed by people
who were involved in enforcement and compliance of regulations.

I believe that there is a need for more training programs and we
need to identify industries where there is a demand or need for
training for a trained work force. We need to provide training to
workers in aerospace, automotive and other troubled industries
and we need to provide some incentive for industry to use their
workers, because all the training and knowledge that has been
gained is of little value if it cannot be used.

One of the major obstacles that has limited many of the partici-
pants in this training is a lack of a college degree. Are we such a
degree oriented nation that training and experience without a
degree has so little value?

As to what I feel can be done to help, first of all, waive the pen-
alty for early withdrawal of the 401K plans. I feel that not having
these funds available when I retire is penalty enough. Second, look
for experience and training as criteria for hiring people not age or
lack of a sheepskin. Third, set up a temporary agency to help
medium sized companies comply with regulation and train employ-
ees. These companies cannot afford to have a full-time employee
dedicated to this task. This would create jobs, help industry work-
ers and the environment.

My hope for the future; I remain optimistic for I feel the training
that I have received at West LA College and the continuing assist-
ance from UAW-LETC in tracking down leads will soon have me
back to work. Finally, let us stop being Democrats and Republicans
and let us just be Americans and get this country back going again.
Thank you.

The CualrRMAN. Thank you very much.

Ms. JERNIGAN. I am going to ask to be excused. I have an urgent
meeting I must be attending.

The CHAIRMAN. Does anyone have a question before Ms. Jerni-
gan leaves?

Ms. Waters. No.

The CuairMaN. Thank you so much.

Ms. JerNiGaN. Thank you so very much.

The CuairMAN. Thank you, Ms. Jernigan. Mr. Collier.

The prepared statement of Mr. Ledo can be found in the appen-
dix.]
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STATEMENT OF REGINALD COLLIER, UNEMPLOYED AEROSPACE
ENGINEER

. Mr. Corrigr. I would like to thank the committee for inviting me
ere.

The CuairMAN. Excuse me, does anybody have a question for Mr.
Ozuna?

Mr. Torrgs. I have no questions.

The CHarmaN. OK, if I have one I will send it in writing to you
in time to answer for the transeript. You will get a copy of the pro-
ceedings for your review. I do not know if you have any questions.

Ms. WarteRrs. I have some 8(a) questions but I will send them.

The CuamrMaN. Sorry you have to leave, because you said you
had received no 8(a) contract in the last year.

Mr. Ozuna. The last 2 years.

The CuHairMAN. Last 2, OK, we will follow through. Mr. Collier,
thank you. Sorry for the interruption, Mr. Collier.

Mr. Cornier. I would like to thank the committee for inviting
me. I would just like to say I am a laid off engineer. I have been
with Rockwell for 10 years. I was laid off on February 19. Current-
ly, I have been unable to find employment. I am a product of the
Los Angeles School District. In fact, I started in Nickerson Gar-
dens, which is considered a place where many people are hopeless
but I found out that there was hope and opportunity in spite of
where you start.

True, most engineers are in the upper income bracket and I
guess they tend to get less sympathy than the average individual
would when they are laid off. But the fact is that they still have a
lifestyle that they have made some sacrifices to attain. And once
they have attained this lifestyle, they do not necessarily want to
dispose of it. T do consider other types of work. I am considering
the Sheriff’s Department. I have considered substitute teaching.

So it is not that I am looking for a handout or anything. The
point I would like to bring up is that the manner in which I was
laid off seemed to be a bit inequitable because I was notified on
February 19 that I was to be laid off and had 4 weeks severance
pay, but I was to clear off my things within 1 hour. I discussed this
with management and was told that because of a management
letter that had come down, even though there was a budget in my
particular group, I was being released and I was the first one being
released. And I questioned the fact of my being released at that
time, not that I would have questioned being laid off later on, but
there were workers with less seniority and there were workers
with more seniority and lower skill levels and higher skill levels.

And the question that I'm dealing with psychologically is there is
a sacrifice made by any individual to become an engineer. And
after that is done, you do not just quietly go away when that oppor-
tunity has been robbed from you in an inequitable manner. I think
that I voice the sentiments of a number of minorities at Rockwell
that feel that they have been chosen or front-loaded to be laid off
prior to other individuals.

I still say that I question and I have had other members of Rock-
well that have noticed other minorities in the professional ranks
that have been released while people with less training and so
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forth have been retained. Currently, I am not in a position to need
health care because my wife also is a professional in this field who
works currently at McDonnell-Douglas, but I just think the fact
that layoffs are being conducted in a manner that does not seem
fair because you will notice certain communities seem to be affect-
ed by the economics of the times more so than others. I would just
like to see that it is balanced because if it is not practiced in an
equitable way the majorities will not realize what is really going on
until it hits them further along down the road.

Thank you.

The CuairmanN. Well, thank you, Mr. Collier. I am going to defer
to Congresswoman Waters. I am sure I will have questions a little
bit later. I have only one question for you, Mr. Ledo. Is your house
fully paid for or do you have a mortgage?

Mr. LEpo. No, I have a mortgage, yes.

The CHAIRMAN. Is it an FHA mortgage?

Mr. Lepo. It is a Veteran.

The CuairMAN. Pardon?

Mr. Lepo. I got it through the Veteran, as a veteran.

The CaaiRMAN. Oh, Veterans.

Mr. Lepo. Right.

The CuairMaN. Well, of course, the reason I ask this is that the
Veterans Housing Program is not in the jurisdiction of the Housing
Subcommittee or the Banking Committee, believe it or not. Howev-
er, we do have FHA emergency mortgage assistance. It is an act
that we passed in 1979. Our fight has been to convince the adminis-
tration officials to make use of it and fund it a little better.

I think if they had, there would be at least 100,000 American
homeowners that would still have their homes. That is why we en-
acted the legislation in 1979. In 1983, I put together what I call the
Emergency Homeowners Mortgage Assistance Act to take care of
similar situations except those that were associated with conven-
tional mortgages. You don’t realize the party divisions. In 1983 it
was not perceived, even though statistics showed that in cities like
Pueblo, where the steel mill was closing down, we were getting
over 100 repossessions a month. Similarly, in Pittsburgh, the inci-
dence was 3 percent on foreclosures which topped the Depression
era.

We were able to get it out of the subcommittee on a strictly par-
tisan vote, I regret to say. We got it out of the full committee, and I
was not chairman of the full committee then, on a partisan vote
and we finally got it out of the House of Representatives by 15
votes on May 12, 1983 on a strictly partisan basis—in fact, we lost
some Democrats. We went over to the Senate where they did not
even have a hearing on it, and it died.

I still think that at least 100,000 homeowners could have been
helped. It was, roughly speaking, a restoration or a revival of the
Homeowners Loan Corp., type of approach that was used during
the Depression. The Congress, at that time, had faith in the Ameri-
can people, especially the homeowner and it worked, it worked
beautifully. Now, you could not have had a worse situation as far
as unemployment was concerned than then in the thirties.

But when it finally closed down, about 1940, 1941, it paid the
Treasury over $300 million, that would be tantamount to about $1
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billion plus dollars today. So, you know, it worked, but we could
not swing it and today it is difficult to get that type of emergency
homeowner mortgage assistance for the conventional mortgage, but
we do have the FHA. FHA goes back to 1979 after we had gone
through a dip and had the first substantial loss of homeownership.

It has been very difficult to persuade the administrators to make
use of that proviso under the law. I do not know about veterans
because we do not have jurisdiction over veterans housing. It may
be very possible that there is a similar provision in veterans hous-
ing. Now, your Congresslady belongs to the Veterans Affairs Com-
mittee which has jurisdiction over veterans housing. So they may
have some kind of emergency assistance program.

Ms. WaTERS. I do not know.

The CuamrMAN. OK, well, I will defer to Mr. Torres.

Mr. Torres. Just a quick question. I notice that both gentlemen
cited, Mr. Ledo, you talked about UAW.

Mr. LEpo. Yeah, UAW-TC. I do not believe it has anything really
to do with the United Auto Workers. It is a training, I think it is a
nonprofit organization that, with the help of industry, has set up
this training program for out of work aerospace workers.

Ms. Warters. It is UAW.

Mr. Togrres. It is UAW.

Ms. WarTEeRs. It is, yes.

Mr. Torres. They are the general contractor for the program in
consort with the industry. But I wondered, when you cited that,
then you must have been a production worker?

Mr. Lepo. I was a, well, production manager.

Mr. Torrgs. Oh, you were not part of the bargaining unit?

Mr. Lepo. No.

Mr. Torgres. I see.

Mr. LEpo. Well, I signed on as an electronic technician and then
worked my way through a manager test in production and some
hazardous materials. When Titan had declared that they were clos-
ing the facility here and moving down to San Diego, to the facility
that they received there, UAW came in as part of the Warren Pro-
gram and interviewed all the employees they were about to lay off.

So when this training program came up, they went and searched
the records to find out if there was anyone who had experience in
that area or would be able to go and make use of it. And so they
sent me a letter to attend a workshop and I took a test and actual-
ly, I was in the second group that they trained.

Mr. Torres. Mr. Collier, were you a member of the bargaining
unit at Rockwell?

Mr. CorLier. No, I was not.

Mr. TorrEes. You were considered a part of management?

Mr. CoLLiER. No, just a member of the technical staff.

Mr. Torres. I see.

Mr. CoLLIER. A technical worker.

Mr. Torres. But you had no bargaining unit to protect your
rights or anything?

Mr. Corrier. No, I did not.

Mr. Torregs. I have no further questions, Mr. Chairman.

The CoAIRMAN. Ms. Waters.
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Ms. Waters. Thank you very much. That program is a UAW
jointly operated program. It is pretty good and it is one that we
have attempted to use in Project Build and we are able to get a few
people through from time to time.

It appears that the training that you received is a kind of train-
ing that would be useful in our OSHA Program in the State of
California. And we have always, in the years that I worked on the
budget there, we were always unable to fill those positions because
people were not trained. Have you looked at OSHA?

Mr. LeEpo. I have not actually looked at OSHA. Like I say, we
had a lot of people from the regulatory community. We did not
have anyone from OSHA to give us any of our training, but the
majority of the regulators, whether it is the Department of Health,
Sanitation, Water, Fire Department, just about all of them, the
first requirement that they had was a degree, BS in some cases,
MBA or MA, doctorate.

Ms. WaTERS. As I remember OSHA, you can substitute experi-
ence for college requirements as I remember it, because it was so
hard to find people. And we went without 1nspectors for many
years in industrial relations.

Mr. Lepo. Well, based on my attempts on occasions when I was
trying to contact them and was not able to, I would probably attest
to that, yes, they did not seem to have enough people and that is
one area that I will look into.

Ms. Warers. Would you please?

Mr. Lepo. Yes, thank you.

Ms. Waters. We could use them. Our workers could use inspec-
tors and as long as we cannot find them, then those who do not
want to see them get away with not having to have the coverage
for our workers that are needed in the work place, so I would urge
you to do that.

Mr. Collier, I will not get into all of your testimony here except
to say what you did today was allude to the fact that there may be
a problem in the way the layoffs were done, that perhaps, seniority
was not taken into consideration, that perhaps people were target-
ed. If you want to explore that with us, we will be happy to do that.
And T would ask here in California, my colleague to join me in
looking at that for you and for all of the employees who may feel
that they are in the same position, because even in tough times,
people must be fair.

We do have some discrimination laws on the books and we will
pursue that with and for you and on behalf of those employees who
feel that there is a problem.

Mr. CoiLiEr. Thank you very much.

The CuairMAN. Thank you very much, gentlemen. We wish you
well in your future endeavors. Our next panel, listed panel, is Ms.
Gilda Haas, the director and founder, Communities for Accounta-
ble Reinvestment, Ms. Robin Cannon, member, Concerned Citizens
of South Central Los Angeles, Gregory Span, owner and manager,
27th Street Bakery, accompanied by Jeanette Bolden, Clyde John-
son, president, Black Employees Association, Los Angeles County.

This panel deals with the effect of bank mergers on the Califor-
nia economy. Well, Ms. Haas, thank you very much. I guess you
recognize Mr. Jake Lewis, a long time staffer. He was reminding
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me that because of your work and your advice to us, we intervened
with the Federal Reserve Board and requested an extension of time
for filing protests which they did grant. But thanks to you we were
alerted of this problem.

We also raised questions as to the objectivity of Alan Greenspan
and the Attorney General’s office in respect to the merger, the At-
torney General’s office from the standpoint of antitrust. It is an
ominous merger in that if and when the merger goes through, 50
percent of the credit resources in the State of Washington alone
will be controlled by that merger, better than 50 percent. That is
too much.

But we are living in a day and time when all of the laws that
have been forged over the course of decades have simply not been
enforced. We have just swept aside antitrust laws and the like, but
most damaging has been our abdication of judgment. Banks origi-
nally were chartered for public need and convenience. That was
the basic reason and that was the basic statutory intent. It still is
part of the purpose. However, we have gotten away from charter-
ing and moved toward mergers and the regulatory statutes allow-
ing concentrated banking.

What we are seeing is the danger of over two and a half decades
of negligible public interest of how we have set aside those laws
that were the result of many, many years of congressional effort. I
thought I would say that as a preliminary and thank you for the
great work you have done in keeping us informed and enabling us,
therefore, to react. We will recognize you first, Ms. Haas.

STATEMENT OF GILDA HAAS, DIRECTOR AND FOUNDER,
COMMUNITIES FOR ACCOUNTABLE REINVESTMENT

Ms. Haas. Thank you. I want to thank you for helping us get
that extension in time and what I am going to present today, and
Congresswoman Waters, of course, as well, as some of the research
we have been doing with that time. I hope you feel it will be worth
it.

In Los Angeles, there are so many issues that cause concern
about the merger, the tremendous layoffs, the decrease in services
to the branch closures, even the fact that the merger is going to
loosen up millions of square feet of office space into a hugely glut-
ted commercial office market, are causes for concern. We have con-
cerns about the way in which the banks are employing the Warren
Act, but our coalition, the most frightening aspect of the merger to
Communities for Accountable Reinvestment, is the prospect that
these two banks, which have historically and are currently red-
lining and disinvesting into our communities, are going to have
more power in the marketplace.

And in order to really get clear about what we are talking about,
what I would like to do is walk you through some of our research
and some of the charts I have handed out to you with our testimo-
ny. In the back there are about 10 charts. And I am trying to make
it clear what the Los Angeles lending market looks like, how Bank
of America and Security Pacific distribute loans over that market
a?d hgw this compares with other lenders. We have done a bunch
of studies.
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And so if you could look at this first chart. It is called figure 1,
what we did is we did one study. We tried three different ways of
trying to define what the Los Angeles lending market is. The first
thing we did is, we looked at all of the loans made by all of the
lenders. We looked at one to four unit mortgage loans, Home Mort-
gage Disclosure Act data, to see what is out there, what people are
doing. This is a very conservative definition of the market. It is
only loans that were made. So that is the first thing that we did.

We looked at the entire Los Angeles County lending patterns for
1990. We came up with about 67,000 mortgages and then we tried
to look at what is Bank of America’s and Security Pacific’s market
share in those markets and how does that play out over submar-
kets, divided by racial characteristics and divided by income char-
acteristics. So if you look at the very first chart in the back of the
testimony, figure 1, what you can see is that when you look at
income, if you look at census tracts broken down by income in
three categories, low, moderate, middle and upper income, you see
Bank of America and Security Pacific’s lending patterns go down
in a straight line; the lower income. community, the less loans, the
higher income community, the more loans.

We used as a comparison Great Western Bank. We need to show
people that it does not have to be this way. And Great Western
Bank happens to be one of the largest and healthiest banks in the
western United States. So we used them as an example. We also
had good experiences with them. We knew that they were lending
in minority communities. On figure 1 you can see Bank of America
and Great Western have equal shares of upper income communi-
ties. Each of them has a 9-percent share of upper income communi-
ties, but when you get to the lower income communities, Bank of
America’s share drops way down to 3.5 percent. Security Pacific’s
drops way down to 1.8 percent and Great Western’s goes way up to
24 percent.

There is an alternative way to look at lending in our communi-
ties. On the second chart we did the same thing except we broke
down the communities, the census tracts by race, by the concentra-
tion of minority concentration and census checks. When you look
at Bank of America’s tract again you see the same pattern, the
whiter the community the more loans; as the community becomes
increasingly minority, the less loans. Great Western, again, you see
the opposite pattern. One reason for this is another definition of
our market.

We looked at what loans are out there, but what people are out
there. In this MSA, in this county, 60 percent of the people are
people of color, according to the 1990 census check. So if you are
Bank of America, you have to work hard to get figures like that. If
you are looking for white affluent people to lend to, you heard all
these people testifying here, you have to beat under the bushes.
The demographics are not there in the county. The circumstances
among white middle-class people_are not such that they can afford
these larger loans that they are giving out.

So here we are in our figure 2, 11 percent of Bank of America’s
lending in these housing loans is to white, primarily white census
tracts with less than 10 percent minority in them. They only have
a 6.6 share of the housing market here. Eleven percent goes to
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white. It drops down to 2.7 percent in 80 to 100 percent minority
tracts of which there are many in Los Angeles County. It is less
than a quarter of their lending in white communities.

Figure 8 just shows you the demographics. So the only thing that
we did, this is a much more ec'?bje(‘:tive definition of the market. We
are talking about one to four unit loans, where are the one to four
unit buildings in the marketplace. That is much more objective
than the loans. So what we did here is we looked at where are the
buildings by census tracts, by income, and also later on the next
chart, by race. And although I am not a proponent of any invisible
hand theories, the data comes out that there is a remarkable corre-
lation between where the loans go and where the buildings are.

Now, what does that say about Bank of America and Security
Pacific? What this does not say is that some people pay more for
loans because this includes all of the mortgage companies, every-
body who reports the Mortgage Disclosure Act data. On figure
number 5 you can see that there is even a fairly good correlation
between the racial distribution of building and census tracts and
where the loans go until you get to the census tracts that are 80 to
100 percent minority and there you will see whereas there is 90
percent of the one to four unit buildings are in these census tracts
only about 12.5 percent of the market’s loans go there.

But this disparity is nothing compared to the disparities in the
lending practices at Bank of America and Security Pacific. So we
continue our study now, using as the standard of the market,
where are there places to make loans, where are these buildings?
On figure 6 you can see 27 percent of these buildings are in low-
and moderate-income neighborhoods. Twelve percent of the loans
made by Bank of America and 13 percent by Security Pacific go to
these neighborhoods.

If you move over to the right, when we are in the upper income
census tracts, where 30 percent of the buildings are, the lending
jumps up to 45 and 46 percent. The following page we see the same
gaps by racial characteristics census tracts. Eight percent of the
buildings that we are studying are in the overwhelmingly white
census tracts of less than 10 percent minority, 18 percent and 19
percent of Bank of America’s loans go there.

When you go to the other side, looking at 80 percent minority
census tracts in our Latino and African-American communities, 19
percent of the buildings we are studying are located there, the
lending drops down to 5 percent of both of those banks’ allocations
within their own institutions.

When we are talking about community reinvestment, one of the
things that we are talking about that we have to look at is the flow
of cash into the communities. That is what people are talking
about. So instead of just looking at the number of loans, we also
looked at what is happening to the dollars, how much dollars are
coming into our communities? How much dollars are going out of
our communities, since we have deposits in these banks? Again, we
are looking at, on figure 8, 27 percent of the buildings are in the
low- to moderate-income census tract. Only 6 and 8 percent of the
loan dollars are going to those census tracts by Bank of America
and Security Pacific.
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And in the affluent areas, where 30 percent of the buildings are,
the loan dollars jump up to 63 percent of the allocation within
those two banks. This is unacceptable. Again, looking at the racial
distribution of lending, 8 percent of the buildings we studied are in
the overwhelmingly white census tracts, 32 percent and 35 percent
of the loan dollars of Bank of America and Security Pacific are in
those areas. Nineteen percent of the buildings are in 80 to 100 per-
cent minority communities. The lending dollars drop down to 2 and
3 percent of the loan dollars that are made by those two banks.

To show that one of the things that anybody will tell you is one
of the reasons for this is when you are making loans, one of the
things that bankers and other people will tell you, “Well, of course
you are going to have more cash going into affluent communities.
We are making home loans. The houses there cost $1 million. The
houses in south central cost $125,000.” There is no law that says
you are not allowed to make more smaller loans in low-income
communities. There is no law that says that you have to make
ecllual number of loans, particularly when you see what the market-
place is.

So I want to show you, again, what happens when a bank’s lend-
ing patterns are consistent with what is out there in the market.
And, again, I am using this very healthy, very established, large
bank, Great Western, to show you what it looks like. Here on
figure 10 you can see in the areas, in the low- and moderate-income
neighborhoods where 27 percent of the one to four unit buildings
are, Great Western puts 29 percent of its dollars. In the areas that
are middle-income neighborhoods that are 43 percent of where the
buildings are, they put 46 percent of their dollars.

The only disparity there is that they do a little less in the afflu-
ent areas than maybe they should be, because there is 30 percent
of the buildings there and they only get 24 percent of the dollars.
Here is a pattern that is entirely consistent with our market and
that is entirely consistent with the Community Reinvestment Act.
If you look at figure 11, you see they have very, very consistent fig-
ures with the racial makeup of our communities in Los Angeles.

So this is what we are afraid of is that, with this merger, that we
are going to have more of the patterns shown by Bank of America
and Security Pacific and less of the patterns shown by Great West-
ern, because they are going to have a much larger market share.
We are asking you to help us, please, to make sure that there is
some kind of plan to correct these problems before this merger goes
through. After the merger goes through, it is too late. Nothing is
going to happen if the merger goes through.

Thére are a couple more points—I know you have really had a
long day—that I would like to make about our relationship with
the bank merger. One of the things that people are concerned
about is branch closures. We are concerned about layoffs. We are
concerned about branch closures. One of the things Bank of Amer-
ica has told us is, “We will not create,” they used very clever lan-
guage actually, “any new underserved communities due to the
merger.”

I would like to submit to you that maybe it is a little too late for
that because they have already done it. If you look at figures 12
and 13, we looked at the branch closures by income of the census
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tracts and by the race of the census tract by Bank of America and
Security Pacific between 1980 and 1989, and Robin Cannon is here,
she is going to be speaking about her community. Her communities
do not have any banks in them anymore and Bank of America was
the last bank to turn out the lights in spite of their protest and the
support of the entire commuriity.

Between 1980 and 1989 Security Pacific closed 21 branches, this
is just in the city of Los Angeles, it is not the whole county. Bank
of America closed 30. Seventy-one percent of the branches that
were closed by Security Pacific were in low- to moderate-income
neighborhoods. Sixty-seven percent of the branches that were
closed by Bank of America were in low- and moderate-income
neighborhoods and 52 percent of the branches closed by Security
Pacific were in neighborhoods that are 80 to 100 percent minority.

It is a little too late to talk about that we are not going to create
any more underserved communities. What we would like them to
do, and they have an opportunity to do this, because they are con-
solidating, they are moving money around, they are moving people
around, is that they can open up branches in underserved neigh-
borhoods. They can reopen branches in the neighborhoods that
they have created as underserved neighborhoods.

There are a couple of other things real quickly. We are doing a
lot more research on this and I will just mention it briefly; one of
the things that goes on when you underserve neighborhoods, is
that those communities become starved for credit and in south cen-
tral Los Angeles and in east Los Angeles, there are loan sharks out
there. There are equity ripoff guys out there that are the only al-
ternative that people have. And what is occurring is a kind of
urban strip mining economically.

These guys are coming in here, preying on the neighbors that are
ignored by Security Pacific and Bank of America, taking the equity
out of the communities and, to add insult to injury, we found out
that Security Pacific is one of the prime lenders to these guys. OK.
We are doing more research on this. We will have more research
on this but we do not need these banks denying our communities
credit and then standing out there as vultures supporting the guys
that are ripping our communities off. Thank you very much for
this opportunity.
d.['I‘]he prepared statement of Ms. Haas can be found in the appen-

1X.

STATEMENT OF ROBIN CANNON, MEMBER, CONCERNED
CITIZENS OF SOUTH CENTRAL LOS ANGELES

Ms. CANNON. My name is Robin Cannon and as Gilda said earli-
er, I live in a neighborhood where we do not have a bank branch
for at least a 3-mile radius, Bank of America being the last to leave
our community.

And in fact, the Bank of America that left our community was a
branch that I was banking at. And at the time when they decided
to. close they did not give us any notification; less than a month
from closing their doors did we find out.

And it gave us an opportunity to sit down with Bank of America
and negotiate some products, some products that put more of us
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into the home loan pool, some products that a lot of people alluded
to earlier when they talked about HUD Programs not giving
enough money, FHA and so forth. Well, we talk about programs
whereby you need less than a 10-percent down to qualify for hous-
ing, and no points and no closing costs, those types of programs
were negotiated as a result of Bank of America leaving our commu-
nity.

But I will say when Bank of America left our community, what
sprung up was even more check-cashing establishments and cam-
bios all throughout our community. These check-cashing establish-
ments that exist in our community charge from a low rate of 1.5
percent of whatever the check is and as low as a 50-cent service fee
for those checks that you cash there and as high as a 6 percent
with a service fee of $3. And even though a few of them are free, a
lot of times they do require that you purchase some groceries at
the store where you get that check cashing service or they give you
a $5 coupon as a result of that.

And in our communities we have a seven to one ratio of check-
cashing establishments or cambios throughout our community. And
while these places do provide a service, it is at a high rate and it
does not provide access to other services that are much needed in
our community, and some of these services being, of course, loan
services, whether they be personal, residential, or business. They
also do not provide an opportunity for people to save or invest
money or the opportunity to have a place to store valuables such as
safety deposit boxes.

And when I talk about the access to credit, which is really key in
our community, when you do not have that bank branch there,
they do not do a very good job of marketing in our communities. So
once you do not have that bank branch there to walk in and see
that they have a home loan product or a business loan product or
whatever, you no longer know what is happening in your communi-
ty, you no longer know what you have available.

So it really limits us in a major way because, as a result of that,
we do not apply for the things that are available to us. And when
you talk about business loans and those kinds of things, when you
do not create that new business or do not expand that existing
business, you talk about job loss in our community. And so these
are other factors that really bring about the severity of the loss of
the banks in our community.

And while on the subject, I would also like to say I have some
major concerns about Bank of America, since meeting with Bank of
America on Thursday, to discuss how they go forward with this
merger. And a coalition CAR that my organization is with, we have
just negotiated some banking products from Security Pacific Bank
and some of which are even better than ones that were previously
negotiated with Bank of America.

And I have a real fear that Bank of America will not follow
through on the commitment that Security Pacific Bank has given
us. And it is really clear to me that in negotiating a low-cost check-
ing account product with Bank of America, and a home loan prod-
uct with Bank of America previously, that Bank of America did not
do its job in marketing those products. So as a result of that, after
coming to the coalition of CAR, we worked hard with Security Pa-
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cific Bank to develop a marketing program and to work with the
marketing of the products and to monitor the products. You know,
we set up a monitoring mechanism and so forth.

And after meeting with Bank of America on Thursday night, I
am really not clear that these products will really go forward. The
attitude of the bank was really not clear and so it is a major con-
cern that I have about the merger.

And then also after reading Saturday’s paper, whereby it stated
that Bank of America will have a huge market and an unfair share
of the banking market, and they are talking about the need for
Bank of America to close evehh inore branches in order to make
that market share a little bit more fair, and there is a real fear
that Bank of America will close even more branches in my commu-
nity.

So given those two things, I really think it is very clear that it is
an uncomfortable situation for us in the community where I live.

STATEMENT OF CLYDE JOHNSON, PRESIDENT, BLACK
EMPLOYEES ASSOCIATION, LOS ANGELES COUNTY

Mr. JounsoN. My name is Clyde Johnson. I am president of the
Black Employees Association. I would like to thank the panel for
allowing me the opportunity to address a concern that I think is
very important, at least to Robin, to Gilda, and to me, who serve on
the coalition for Communities for Accountable Reinvestment and
that is establishing a community development credit union in
south central Los Angeles.

Before I do that, let me just mention something about the
merger, because I had an opportunity a couple of weeks ago to tes-
tify at the Federal Reserve Board against that merger. The merger,
to me, simply represents two evils getting together to make it
right. If we look at the track record of both Security Pacific as well
as Bank of America, it does not deserve the support of this Bank-
ing Committee or any self-respecting person as related to the racist
practices of lending and red-lining of south central Los Angeles.

One of the studies that we did in the last year, and that includes
the target area and I will give the boundaries a little later on of
the proposed credit union, is the lending practices of both banks. It
seems as though roughly about $631 million was received from de-
positors from pretty much south central Los Angeles. Only of that
$600 million, $30 million was loaned back into the community in
terms of home improvement loans as well as home equity loans. So
what really happens here is a net of $600 million has left our com-
munity. Now, where did the $600 million go?

Essentially, apparently it did not go back into the community. It
went to subsidize probably some more affluent communities. It is
just that the poor in Los Angeles here are subsidizing the rich com-
munities in Los Angeles.

To the credit union; for the past 2 years, including Gilda, Robin,
and myself, and about 13 individuals and about four organizations
have been organizing a community involvement credit union, pri-
marily in response to the closure of branches, particularly the
branch Robin mentioned in her area, the Bank of America branch
which served south central Los Angeles. They scream south central
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Los Angeles is one of the poorest sections of Los Angeles, as well as
you know, in your district. I believe it was in your district. I am
not sure. I mean, it could have been in yours, I'm not sure. I am
sure you are aware of it.

But including that closure, we simply decided to get together and
see what are the alternatives to a bank closure? Why not have a
community development, reinvestment community where, in fact,
the money that is derived from the cooperative effort of that com-
munity would be put back in the community for reinvestment?
Therefore, there is no profit. One of the problems with profit and
red-lining is that that is paying some profit by the banks, it is not
supposed to do that, who can decide that a community, based upon
anything, in this instance pretty much the black community, it
could be age or any number of factors, immigrants, can decide to
red line, without allowing people in that community who put
money in the bank, is to plow all that money back to reinvest in
approved home loans, to get small business loans or send children
to college or any number of other kinds of thing that the credit
needs of the community can fulfill, had in fact, the money was
being lent but for discrimination.

Red-lining is just another way of saying one of the most racist
acts, discrimination against people who qualify. One of the things
that the data has shown that even if you are an affluent black,
happen to live in an affluent area, you also think you made an
escape, but you did not, you are also disproportionately denied
lending institution’s money. The record is clear on that, of those
people who think we have made it and got outside the community
and many of the upper class, no longer have that problem, but they
do.

In the last 2 years we have achieved support of a number of or-
ganizations in the community including just about all of the elect-
ed officials, in terms of building the credit union. I will go through
just a few of them; Graham Moore, she is a member of the Califor-
nia Assembly, Councilman Danny Table, Councilman Englewood,
Cecil Murray, he is a senior pastor for the First African Episcopal
Church, Rev. Carl Bean, he is the chief executive officer for the
Manilla Aid project, Marva Smith Bower, who is the president and
executive director of one of the sponsors for the credit union, Jua-
nita Tate, executive director from Robin’s organization, Concerned
Citizens, any number of other organizations including Reverend
Higgins who is the, I believe, president of the Baptists Minister’s
Conference who represents something like 600 churches in Los An-
geles, Bishop Lynn Brown, he’s the presiding bishop of the Light
Episcopal Church, Bishop Robert McMurray, Cynthia Diane
Watson, Councilwoman Marguerita Thomas, Marna Gibbs, Bob
Ferrill, Councilwoman Jean Dixon, Whitman Mayor who is, I be-
lieve, assistant director for Crossroads in my Family, Councilman
Nate Holden, Charles Dixon who was named the president of the
Links and Bar Club, Senator Bill Green, and Congressman Gus
Hawkins.

These are just a few of the people that support the credit union,
who have written letters and I will submit these letters to you
later on, documenting the need for the credit union, all of them
saying essentially the same thing, you know, “We need this kind of
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organization in the€ommunity. We need an organization that we
have some control of, whose people come from the community, who
rep’resent us, are people with integrity and people of the communi-
ty.
Over and over this is the tone, people from the Black Business
Association, to fraternity groups, sororities, my organization repre-
sents something like 6,000 county workers. We have roughly a
quarter of those people have placed a payroll deduction fo put
money into the credit union.

Even in dealing with the banks, Security Pacific, Bank of Amer-
ica, I believe Union Bank, Wells_Fargo, because I think we have
kind of in a way shown them a way that they can meet that com-
munity’s reinvestment needs, have agreed to put some money into
the credit union. But beyond that, it is our goal that each and
every business in the black community would some way invest
some money in the credit union.

I could go on and on except that just very recently, let me get
precise on this, we submitted our application for approval on Janu-
ary 14. We were fortunate, we got our rejection letter on February
7. Now if you have been a member of the Banking Committee for a
long time, you must be aware of the reputation as we are when we
first got into the credit union business, of the regulator of the
master credit union administrator, Walter Brian.

Two years ago we had a talk with him, I believe, in Santa Cruz, I
think. We were told that Mr. Brian had been transferred from the
east coast and they were happy to see him come on the west coast
because they were glad they could get rid of him. So, it was not
unexpected that our application from that body would be denied.
One of the primary reasons, I think it was denied, and I will wait
for Ms. Waters's attention here because I think she will probably
object to this.

Ms. WaTers. What is that?

Mr. JounsoN. I was saying that one of the reasons why our ap-
plication was denied because Mr. Brian indicated that south cen-
tral was not a community. It had nothing in common. It also ques-
tioned the viability of the credit union being profitable. Now, essen-
tially what that really means, a kind of code word, that black
people cannot manage money, particularly large sums of money.

That has been the theory, the theme since we have been in the
organizing process. We have submitted our business plan to the
California League which approved it, the Master Credit Union As-
sociation, which approved it. Burnett and Vest Legal Arm, as you
know it is a large law firm here in Los Angeles, they went over
through it with a comb. We submitted the application and business
plan to the Arthur Anderson CPA firm, which I understand is one
of the large ones in Los Angeles.

Everybody went through it and struck out the parts that they
found objectionable. So the version we submitted, we felt it had
been through the best, the brains in the so-called lending institu-
tions that there exists. We also had this plan gone over by Security
Pacific, credit union division. They found it acceptable. But in spite
of that fact, we have the rejection from Mr. Brian, not unexpected
as | stated, who is the national credit union administrator for
region 6.
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If anything, we would like to see from the Banking Committee a
recommendation, no, I will give you the whole thing, you can have
your own staff take a look at it, that this credit union of south cen-
tral Los Angeles be chartered.

Ms. Waters. What was the reason for rejection, Mr. Johnson?

Mr. JounsoN. Two reasons, primarily. One is the south central
Los Angeles, and again I indicated earlier and I did not do that, the
boundary is essentially from the east Alameda to the west as far as
LaBrea, on the south as far as Imperial and the north Santa
Monica Freeway. Essentially, it represents a little over 600,000
people. He indicated that it was not a community. And over and
over in our documentation, we address that issue whether or not it
is a community.

And even though the stats are changing, roughly about 67 per-
cent of the people in that area are still black, even though we are
experiencing increased Latinos in that area. Even those blacks that
have moved out of that area still come by.

Ms. WaTers. I am sorry, what are you saying? Are they saying
there is a definition of community and you do not meet——

Mr. JounsoN. What he is saying, according to Congress, and
again, you can look at your own regulations, that this particular
area does not meet the definition of a community. And we have not.
been able to find, you know, that the interpretation—the interpre-
tation is his interpretation, it is an extremely narrow one. I have
had the attorneys look at it. They do not agree with his definition
of what is a community.

As you know, even those black people ‘who move out of the com-
munity, the membership includes——

Ms. Warters. I will take a look at that. I just do not even under-
stand what you are saying. I have belonged to Westminster’s Credit
Union for 20 years now, in the community. I helped to start that
credit union.

Mr. JounsoN. I belong to Westminster Credit Union also, you
know, and I believe I never lived in Watts: You know, so I am
saying but these are the reasons given. The other reason is it is too
ambitious, our plan is too ambitious, that we could never achieve
our goals. Again, to me the code word is, I believe, black people
cannot manage money. And that is the common theme at the
banks.

The banks tell me, “How dare you go about organizing a credit
union of this size? You cannot manage any money like that.” My
response to them is very simple; “If 1 was a savings and loan ad-
ministrator, even if I intended to steal money, I could not have
done any worse job than they did.” I would have to try very hard
and that is honestly not my intention. Thank you.

STATEMENT OF GREGORY SPAN, OWNER AND MANAGER, 27TH
STREET BAKERY; ACCOMPANIED BY JEANETTE BOLDEN

Mzr. SpaN. Chairman Gonzalez, Ms. Waters, and Mr. Torres, it is
a pleasure being here. My name is Gregory Span. I represent 27th
Street Bakery. We are a pastry company. We specialize in sweet
potato pies. We have been established at this location over 30
years.
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One of the factors that we specialize just only in one particular
item because of the pastry market has gotten so complex and so
competitive so we went into the specialty market. We realized it
was a specialty market for our product in 1985 when our gross
sales went over a quarter of a million dollars.

In 1980 we bought the business, gross sales was $79,000. We
turned that program around from $79,000 in 1980. In 1985 we did a
quarter of a million dollars. In 1992, we received our partnership
returns, or our P and L statements, profit and loss statements, our
gross sales is $349,000. Just to give you an example of this particu-
lar market that we are in, in 1984, I went into the lending institu-
tions to try to obtain loans to expand my business, to upgrade my
equipment.

I started with the bank I am presently banking with now, Securi-
ty Pacific, the branch on Adams and Figueroa. We approached
them with a business plan for $100,000. They rejected us. They told
us we did not have enough collateral. Fine, OK, I am aware of that.
So we tried the Enterprise Zone in south central LA.

Ms. WarTters. Pacific Coast Regional, you mean——

Mr. SpaN. That was another one.

Ms. Waters.The Loan Guarantee Program.

Mr. Span. Yes, the Enterprise Loan people told us to go to Pacif-
ic Coast Region. I was so discouraged with Pacific Coast Region be-
cause they give you the frame of mind as minority business people,
you do not know what you are doing, so, therefore, you have to get
into these seminars and “We can re-educate you into the business
community,” even though we are doing business in the community.

We may not be technical at it, but we do need technical assist-
ance to enhance our business for the expansion. So, I got discour-
aged with Pacific Coast Region. So I approached the city, the
mayor’s office.

Ms. Warers. The Office of Small Business?

Mr. Span. Both, from Will Marshall’s office to a variety of agen-
cies. When I say a variety of agencies, the city of economical devel-
opment has maybe four or six different agencies and each agency
has different criteria, what they give you loans for minority busi-
ness, I think it is strange that that exists, is existing, even though
they come from the same funding system, they get their funds
from, but this is their structure.

So go back to in 1984 when I was attempting to obtain loans. We
had to modify three different business programs or business plans.
Our first business plan was structured with a cost factor of
$380,000, $180,000 was for equipment use, $200,000 was to buy the
land and the building where we are located at now under a 15-year
lease. I could not obtain that money because we did not have the
proper collateral. Even though my parents wanted to put their
home up as collateral, the equity in their home, that deal did not
go through.

So we approached Bank of America. So we asked Bank of Amer-
ica in the first quarter of 1991 for a loan of $34,000, a loan with an
agency of the City Community Development located on 215 West
6th Street, for the loan of $40,000. We were trying to find funds to
accumulate over $70,000, $75,000, I am sorry. The Bank of America
turned us down. They said our P and L statements do not look
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healthy enough or the cash-flow was not healthy enough. The City
Community Development Agency, they turned us down. The proc-
ess time between Bank of America and the city had taken 9
months to tell us that we were not capable to receive a loan from
these different agencies, be it private or city, 9 months. I thought
that was really demoralizing as a business person that had been
doing business for over 30 years and I am the second generation in
our family existing at the same location.

OK, that is fine. Then we went to Small Business Administration
out of Will Marshall’s office. We approached him with a package, a
business plan, for $103,000, equipment use only, with a slight
$5,000 to upgrade the facilities, to enhance or install the equip-
ment. They refused us. They refused us on the same basis that we
did not have enough cash-flow to cover the debt of $100,000.

But after lobbying some of the politicians at city hall, like Willie
Elkins and talking to my Councilwoman Rita Walker and having
her chief of staff, Willie Washington, look into the problem that we
were having trying to obtain loans to expand our business, I finally
got out of Will Marshall’s office $18,000. It helps. It is a slight band
aid, but it helps, with the idea if I can repay this loan in a manner
that it looks good to them, I can go back to them, to the city, to
Will Marshall’s agency for more funding.

I think the system of lending toward minority business people is
very strange. I do not want to call it a red-lining. I do not want to
call it racial tendencies or whatever by it, but it is very strange.
Even though we have a working staff of 15 employees on our staff,
the percentage of males and females, 53 percent are males, 47 per-
cent is female. -

We hire our employees in the ninth district, in our community to
try to enhance the community where we do business in, in south
central LA because if we do not start in south central LA, helping
ourselves and we look at outside of our community trying to help
us, it is a little difficult.

This is my sister, Jeanette Bolden. She can probably share some
more insight into our business.

Ms. BoLpEN. Let me just kind of draw you a picture of when
Gregory said we have been in business over 30 years, we have been
in one location for over 30 years, and my grandfather started the
business, which was a coffee shop. And a lot of people have gone
there in another location on the corner of 27th and Central.

And he handed the business down to my brother and my mother
in 1980. And this particular building has equipment in it that is 30
years old. We are dealing with 30-year-old equipment. I, by profes-
sion, I am an athlete. I won a gold medal in 1984. And I am not on
staff at the bakery shop. As a ‘matter of fact, I have to pay to work
at the bakery. I give money to the bakery shop.

My mother and my brother have given their salary numerous
times, they give their money back to the bakery shop more than
the bakery shop gives them money. 1 do motivational speeches
across the country, to motivate kids. The money that I receive, if
the bakery shop needs it, I give it back. I do everything from ac-
counting to marketing. The pies, themselves, market themselves.

If you go to Long Beach, our pies are there. West Covina, our
pies are there. Santa Monica, our pies are there. In city hall, our
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pies are there. Across the street, our pies are there. Everyone in
the community has heard of 27th Street Bakery. And I think by
now everyone knows that we have gone to numerous agencies to
receive money, but all of a sudden, we have not been able to get
money since 1984. And there are a lot of organizations out there
that say that they provide money for minority and small business-
es.
I would like to know what businesses they provide the money to
because I would think that we are a prime example. If we do not fit
the criteria, then I think the criteria needs to be changed. And
maybe if a bank or even the city and their different organizations
are worried that ‘a business like 27th Street Bakery cannot pay the
loan back, then maybe they can start some type of assistance pro-
gram where they will have someone to monitor. If they are scared
that we do not know enough about managing our money and our
business, maybe they can provide an individual or someone in their
department to work along with us, fine. We will welcome the as-
sistance. .

But the loan that my brother just said that we just received is a
band aid. We went from $300,000 to $100,000. Now we received
$18,000. And if I may add, there is a list, there is a 10-page criteria
that we have to meet to get this money. I mean, there are a lot of
things that we have to go through just to receive this money. And
just to say that if something could be done, please do it. And in the
process of doing it, please assist 27th Street Bakery, please do not
forget us because it would be a shame for a business that has been
there for 30 years all of a sudden be out of the community.

And it was a goal of my grandfather, my mother and now I
would like to pass this business on. And hopefully, I will be able to.
And it would be a shame if I would not be able to.

Ms. CaANNON. If I may just add one thing. She is talking about
something that is very key in some of our negotiations with some
of the banks. And it is what is called meeting a need that exists in
our community. And there exists a need to provide a product,
number one, to retrofit equipment in our communities, like she is
talking about. We have a lot of businesses going under because of
the new stringent AQMD laws, Air Quality Management District
laws.

And so let us say you have a hamburger stand or a taco stand or
a small trucking business and you are being fined because you
cannot afford to retrofit your equipment, not that you are not
making any money in your business, but you need a big lump sum
of maybe $30,000 to retrofit your equipment. A lot of businesses are
going under because they cannot get that loan because a product
does not exist to fit their need. And that is what she is talking
about, no product being available to fit her need.

It is not really that she cannot pay the money, it is just that the
product does not exist. And those are some of the things that we
need remedied in our communities.

The CuairMAN. Thank you. Well, Ms. Haas, we want to thank
you for your excellent statement. It will be in the record as you
gfepared it for us with the graphs and charts that are very valua-

e.
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I have one question. In your last paragraph, I believe, you point
out that with the withdrawal, that is the closing, of those branches
there is a proliferation of loan sharks and unscrupulous lenders
and I think you mentioned during the course of presenting your
statement that some of these have funding through, which bank
was it Great Western or the other?

Ms. Haas. Security Pacific.

The CualRMAN. Security Pacific. Anything that you can give us
by way of documenting that will be most helpful.

Ms. Haas. We are in the process of putting it together.

The CuairMaN. We were in Boston in May, May 26, and you
ought to see the conditions there because of the absence of State
laws. I do not know what licensing laws you have in California
with respect to that kind of lender practice, but in Boston, it is hor-
rible. And there we found out that these people, who are worse
than loan sharks, were being financed through banks which re-
fused to go into those neighborhoods, had no presence in those
neighborhoods. We are trying to figure out how we can intervene
on this merger, and at least get something more than glib promises
on such things as community reinvestment and branching in the
credit starved communities and neighborhoods.

We are trying to figure ways out. Yes, Mr. Span.

Mr. Span. A question, Mr. Gonzalez. If, in fact, you cannot hold
up the merger in the second quarter with Bank of America or Se-
curity Pacific, if you can hold them to a commitment that they can
allocate X amount of dollars into minority communities, be it for
residential or commercial areas, if you can hold them to that com-
mitment, I think it will be marvelous.

The CuAIRMAN. Yes, sir, this is what we are trying to seek. I do
not know how we can muster the legal power to prevent the
merger. As I said earlier, in many, many ways the Congress one,
has either abdicated whatever power it did have or it never was
able to apply power.

One of my great predecessor chairmen, great chairman, and he
was a fellow Texan, Mr. Patman, I will tell you those banks hated
his guts, but he never stopped trying. Of course, they finally got
him, as I am sure they would like to get me, through the political
process in the Congress, in the House, that was born out of, believe
1t or not, the so-called Reform Act of 1974.

I do not know to what extent we can intervene, but I would be
absolutely, I will not use the word violently because I know I am
not going to reach the point of throwing a bomb over there, but I
would be opposed unless we could get more than just glib promises.
There we have to depend on the regulator known as the Fed more
than anything else. I have given up on the Attorney General. They
should have, and if they would have followed the criteria they said
they would, they would be holding up this one.

It is true they have held the merger up a little bit more than
they have others but nevertheless, whether it is this one or the
other one, what we have is a constant willingness to accept the
judgment of others. In the 30 years I have been on this Banking
Committee the impression I have had is that these interests, and
even the newspaper editorials, seem to think that the Congress is
to be there at the beck and call of these bank entities and that we

*
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are to be a hand maiden rather than be responsible to the people
that elected us to these positions.

It is easier to say that, than convey to you how successful that
culture, that thinking has taken root in our country. I tried to say
that in the case of the S&Ls in 1987. They were shocked when I
said, “Look, boys, I have been here. Everything you ever have come
up to ask of the Congress has been given to you. I ought to know,
and look where you are. Look where that has gotten us. You got
what you asked for and look where it has gotten you,” in the face
of a demise of that whole industry.

One question I was going to ask; in the neighborhoods where
there has been a withdrawal of both Bank of America and Security
Pacific, is there any S&L activity or credit union activity such as
Mr. Johnson mentioned?

Ms. Haas. We did a study in 1989 for two reasons. One was to
see what was going on with the banks in our areas because there
was so much red-lining. The other thing was to show that, a lot of
people, when you talk to them about this stuff, they say, “Well,
you know, poor communities, you do not make loans to them be-
cause they cannot afford it,” and so forth, but there is a lot of loans
going on.

So we did a study in 1989 of all the first trust deed mortgages in
basically the area of the credit union, the service area. We found
about 1,300 first trust deeds went through, which was a lot. Three
percent of those loans were made by banks. Thirty-five percent
were made by S&Ls and the rest were made by mortgage compa-
nies like, some of them are very credible and some of them, you
know, charge 10 points up front.

So, one of the things I want to point out is when I showed you
that market that fits what is out there, it does not mean it costs
the same. Like a lot of our communities have to pay more. In south
central Los Angeles, right now, there are 19 bank branches and 133
check-cashing places. Of the 19 bank branches, 6 are Security Pa-
cific, 6 are Bank of America. So when you talk about consolidation,
we are wondering are we going to lose a third of the branches in
this community, this big community with 600,000 people in it that
the credit union is trying to establish accountable service for?

Is that what you are asking?

The CuaairmaNn. Well, more or less.

Ms. Haas. Great Western, for example, they made 16 percent of
the home loans in south central Los Angeles. They are a good
bank.

The CuHammMan. Well, obviously, such as check-cashing services,
what other institution would be doing it on the basis of a bank?

Ms. Haas. That is right.

The CuHairmMaN. And who was it that mentioned banks charging
legal fees? I do not know about that. This is at the root of the
whole problem. Beneath everything, every activity, you have bank-
ing. It is what I have kept saying over and over again. I do not care
what it is, the bottom of it is banking.

When we heard this litany awhile ago about the aerospace indus-
try and all of that, long before these institutions bankrupted, our
bankers had made the critical decisions and disappeared, they had
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already sold out labor and business long ago, so now we see the
consequences.

How in the world could a 121-year-old tool manufacturing plant
in New England, a family plant, that had to get an inventory or for
instance, perhaps a modernization as Mr. Span is seeking, pay 17
percent interest? How can he compete with the Japanese that have
interest controls and have banks that have never withdrawn from
lending to their own industry and manufacturing? Our banks
stopped doing that a long time ago.

I have been on every one of the bailouts. Why did Chrysler come
to us? They needed $3.1 billion. They had about $2 billion. Do you
think the banks were going to lend them the rest? No, not unless
Uncle Sam guaranteed that, and that is what we gave them. We
gave them a guarantee in order to save 20,000 essentially. That is
the reason we went for it.

But if the banks had faith in our own industry and production,
they would have been in there making the loan. But they have not
and they still do not. In fact, they went into the leverage buyouts,
the high yield. In just the R.J. Reynolds deal alone, the banks
made about a $45 million profit fees. But involved is this essential
ingredient known as bank credit that gets tied up in nonproduc-
tion. All of those mergers and leverage buyouts did not produce
one job. It did not add one product to our production line.

So, you know, what do we expect? Yet, here is a Congress, the
author of the Federal Reserve Board Act of 1913, and we face a
Federal Reserve Board that says, “We are independent of every-
body, the President and Congress,” and try to convince the majori-
ty of the Members of the Congress that for the last 30 years they
were a creature of Congress. Why, they would look at you as if you
are a madman and say, “You do not want politicians fooling
around with the monetary system at all.”

So to that extent, we are facing a very, very near impossible task
but we must make this effort if we cannot prevent it, and have the
record clearly reflect our efforts on our level. To at least ensure
Mr. Span, some kind of a guarantee as iron-clad as possible, that
there will be some commitment to community reinvestment and to
serving the credit starved areas of our States, cities, and counties.

There was just one question for you, Mr. Span. You say you fi-
nally got a $13,000 loan?

Mr. Span. $18,000.

The CuaairMAN. $18,000 from the city?

Mr. Span. From the city.

Tgle CHAIRMAN. Which agency was that? Which agency of the
city?

l%rllr. Span. It is the Small Business Administration.

The Cuairman. All right, was that a direct loan or was it a guar-
anteed loan?

Mr. Span. It was a direct loan.

The CHAIRMAN. Direct loan. You also said you went to the Small
Business.

Mr. SpaN. Small Business Administration for $40,000.

The CuairMAN. And, of course, they were talking about a guar-
anteed loan.

Mr. Span. Right.
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The CuaairMAN. They are not making direct loans any more.

Mr. Span. OK, the guaranteed loan was based on the collateral
in my parent’s home.

The CuammmaNn. Oh, yes, OK. Well, and of course, the need for
your credit is in order to modernize?

%\’Ir. SpaN. Modernize my business to accommodate the influx of
sales.

The CHAaRMAN. OK, and in the case of mandated State and Fed-
eral requirements such as EPA, that is one of the burdens where
there has been no help from the Federal level in fulfilling the re-
quirements. We are working on that and seeing what we can do,
but whether it was in Connecticut or in any of the other places we
visited like Baltimore, this is what we were told.

Well, Mr. Span, your business is located in what part of LA?

Ms. BoLpeN. 27th and Central.

The CrairRMAN. Pardon me?

Ms. BorpeN. 27th and Central Avenue.

The CaairRMAN. What part of LA is that?

Mr. Span. South central LA.

The CHAIRMAN. South central.

Mr. SpaN. Yeah. ‘

The CrnairmaNnN. Well, I do not think that is in Ms. Waters dis-
trict.

Ms. WaTers. No, it is not in my district but it is near my district.
I believe that is Roybal’s district. It is Roybal’s district, I believe.

Mr. Span. If I could interject something else. The business people
in south central LA, they are determined, because we have a cus-
tomer base, over 200 clients, individual locations. We are serving
the food chains, the chicken franchises, the barbecue franchises,
the convenience stores, the 7-Eleven, Arco Mini-Markets, catering
companies. Each one of the markets can take off. We are the larg-
est supplier for the product if we can meet the demand, because we
already are in the markets space.

And the only problem that we are faced with our business is our
production cost is totally too high because it is basically manual
labor because we do not really have the equipment. So, therefore,
we put in a lot of hours, a lot of physical work into producing a
product.

The CuairMAN. You do not think that the machinery will change
the quality of those good pies that are selling everywhere, do you?

Mzr. Span. No, I did my research. I have done my research. It
would not affect it.

The CHaiRMAN. All right, Mr. Johnson, if you will give us the
particulars, and if you can supply us some documentation on this
credit union chartering, we will follow through. We have been very
interested on that level, too.

So, Mr. Torres.

Mr. Torres. Well, Mr. Chairman, I would just simply want to
take the time that you yielded to me at this moment to indicate to
you that I have a community meeting tonight in the kind of a state
of emergency. We did not know about it until just yesterday.

The CuaairMAN. Oh, well, that comes first.

Mr. Torres. And I would like to ask you to excuse me at this
time.
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The CrAIRMAN. Absolutely.

Mr. Torrgs. You know how that goes.

The CrAIRMAN. Oh, yes, you are in——

Mr. Torres. The issue at hand, the CRA is really Maxine
Waters’ bailiwick. She has been the undaunted fighter in Congress
on CRA issues so I am sure she will ask many interesting ques-
tions. I want to thank you for coming to Los Angeles, Chairman
Gonzalez, and inviting Maxine and me to be part of this panel, as
well as the good work of your staff.

The CrAIRMAN. Thank you.

Mr. Torres. They have done tremendous work in preparing for
this and I wish you a good trip back to San Antonio.

The CuAIRMAN. Thank you very much. And I, in turn, want to
thank you and your staff for making it possible to have the meet-
ing and also to say that you should not be hiding your light under
the bushel. We are all aware of how we struggled for the Torres
amendment and community reinvestment.

Mr. Torres. Thank you, sir, thank you very much.

The CuairRMAN. We are going to have to reach that goal that he
set out for us over a year ago. Of course, as he said very properly,
with the added help of Ms. Waters.

Mr."Torgrgs. Thank you, Mr. Chairman.

The CuHAIlRMAN. Go to your meeting, that comes first.

Mr. TorgrEs. And I thank the witnesses very much.

The CuairmaN. We are sitting in the immediate v101n1ty of your
district and I know what it is to be back home.

Mr. Torges. All right, thank you.

The CHaiRMAN. And thank you, again, Mr. Torres. Ms. Waters.

Ms. WaTegrs. Thank you very much. I would like to thank all of
the members of the panel for being here this evening and waiting
for such a long time to be able to share with us your concerns and
your anguish, almost, about problems in our community as it re-
lates to the banking community, to lending, and so forth. It is kind
of painful to sit here and listen to it because almost every program
in the State of California or in the city of Los Angeles as it relates
to minority business I started.

And to hear you years later tell me that Pacific Coast Regional,
the loan guarantee program that I started in the city of Los Ange-
les and Mr. R.D. Lotti, cannot find a way to do a loan package for
‘you is very painful.

Mr. SpaN. If I can intervene just a moment. I was recommended
from our mutual friend and I am a client of his, Howard Manning,
to go to Pacific Coast Region.

Ms. Watkers. I started that program in Los Angeles.

Mr. Span. That is what he told me. He was highly recommend-
ing it.

Ms. Warers. It is a loan guarantee program that comes out of
the Office of Small Business Development and Department of Com-
merce, that we put in as a regional operation into Los Angeles
some years ago. And the reason for that program is that the bank-
ing community was not making loans and everything that we knew
at that time, because we were fooled, too. We thought that they
had reasonable criteria many years ago, when we were all stupid
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and we did not want to say they were racists and they discrimi-
nate, you know.

When you hesitate to say it today, let me just tell you how to say
it. “Discrimination, racism.” When we were nice people and we did
not want to say it either, we thought that we had to do something
for people who could not qualify for the banks. So we set up these
regional corporations and offer small business development in the
State of California. And we said, “You are to do loan packaging
and you are to step outside of the traditional criteria for lending.
You are supposed to look at individuals and say, based on this his-
tory,” and yours is a prime example of what we were talking
about.

This is a family business, been in the business for a long time.
These people are committed to it. They have been able to stay and
keep this business going no matter how bad times have been. They
have a product. They know how to make this product. And while
the traditional banks may not make a loan, we know enough about
entrepreneurship in the business world, we can see that you are
committed people and we are going to do thls

We did not say, “Go and get your mamma’s house for collateral,”
and all of that because we guarantee those loans. We said to the
banks, “Make the loan.” We said to Security Pacific, B of A, “You
guys give the money. We back it up.” At one time, we backed it up
100 percent and now it is about, I guess, 80, 90 percent that we
guarantee to back up those loans with that Pac1ﬁc Coast Regional.

I am going to ask my staff, despite the fact that you have been to
them, and so forth, I am going to ask my staff to walk you back
through there one more time because I want to see how they are
operating after all these years, to have you sit here and tell me
this, is painful. But the city of Los Angeles, Will Marshall’s job and
that office was developed for Tom Bradley by Maxine Waters as a
chief deputy for Councilman Cunningham, when I ran his office.
We created that office in order to give assistance starting out with
people who were trying to get involved in procurement activities
with the city, who happened to be minorities, who could not get in
the door.

We went on from there in my tenure in the State of California to
create the strongest procurement law in the country.

Mr. SpaN. I think it is marvelous but——

Ms. WaTERs. But it is not working you tell me.

Mr. Span. It is not working.

Ms. WaTers. None of this stuff is working.

Mr. Span. To some people it may work fine, I do not know.

Ms. Warters. No, it is not. It is about what you were saying.

Mr. Span. I do not know why it is working for them and not for
others, but like I commented earlier, we have over 200 customers.
Over 75 percent of them are mom and pop operations and they are
hurting. And they go to these agencies and they- do’not fit the crite-
ria, what they are looking for, as far as applying for these loans.

Ms. Waters. Well, let me Just tell you that I do not know what
criteria they are telhng you, but as you give me your profile here
this evening, for the Office of Small Business Development, Pacific
Coast Regional operation, you appear to fit it. So we are going to
find out what happened. We are going to take your case and we are
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going to look specifically at what they.said to you when you went
there. And I, personally, will meet with Mr. R.D. Lotti about it be-
cause I want to know what i Is going on.

We do have a problem and we have always had a problem with
the banks. I do not like them. They do not like me. I have made my
position very clear in Congress. I was opposed to the banks receiv-
ing the loan guarantee that we just gave them for recapitalization
and we let them know, that. We were able to negotiate to keep com-
munity reinvestment intact.. It was about to go down. It was about
to. be modified because we had some misguided Members of Con-
gress who were about to buy the argument that the paperwork was
too much for some banks.

And we literally even said to people in our grassroots coalition
who were about to allow it to happen, “No, do not do it. You do not
have to give it up. You do not have to give on€ inch on this.” And
we were able to negotiate and to work, my colleagues and I, to
make sure that we did not weaken the Community Reinvestment
Act and we are looking for ways to strengthen it.

We know about the cash-checking places and we hate them. I at-
tempted to do what is known as a fees freeze amendment. With the
support of my colleagues, we got it out of committee, went to the
Rules Committee. They were a little surprised to see us up there,
but supported us in. going to the full floor of the House to try and
get support. Some of the neanderthal thinking of some of my col-
leagues prevented fees freeze from getting any further because
they said it was, I think they called it everything from socialism to
tampering with managing profits on and on and on and on.

We recognize that the banks were going to try to fund the repay-
ment of recapitalization with more and more and more and more
fees and we wanted to stop them before they could do that and
create a real probleni for small depositors and people who could
not stand to have their deposits decreased by increasing fees. We
were not able to prevail. We find ourselves on the cutting edge of
some of these issues and it is the same thing as we tried to describe
with plant closure.

We try to be a catalyst to feed back into a very comphcated proc-
ess, that which we see and that which we understand. It is a lot to
move that big body in Congress. I am finding that not only are
many of them disassociated from, these kinds of problems, do not
come from our kind of commumtles, do not go home on weekends,
do no understand what is going on. They think people like us are
just being difficult.

I am in a fortunate position. I will not. be there 20 or 25 or 30
years and I have fo kick behind within the next few. years. I
commit to you that we will do that. My chairman has been ex-
tremely tolerant of me and extremely supportive of me and has al-
lowed me the opportunity to do some things that I just know would
n}gt be allowed in some committees. And I am really grateful for
that.

. Let me tell you, we are in this for the long haul. Much of what
you are talking about is not going to happen, the fairness, the jus-
tice of what we need to do, is not going to happen overmght ‘We
may be a long way from it and that is for some of the reasons I
have tried to explain to you, except we have some other tools there,
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we have to combine with that which we try and do on.this commit-
tee, one of it is to the ministers and Reverend Higgins. Let us go to
them and say, “Now, you really want to do something about the
financial community. We want all the churches to pull all their
money out. On one day, let us everybody go.”

They will be more upset about the embarrassment of it than
they will care about the dollars, perhaps. It is something that they
attempted to do in Atlanta. They created an opportunity to negoti-
ate, as you referred to, product. And let me just tell you, and I did
know that Minat Phelps is serving as an attorney. Minat Phelps
has a little bit of clout in Washington. And they need to now just
take your money and talk about they are representing you and I do
not know what they have done for you, but they can come on over
here and talk to some of us.

Mr. JounsoN. They are doing it for us.

Ms. WaTers. Is it pro bono?

Mr. JounsoN. Yeah, they are doing it pro bono.

Ms. WaTERSs. Is it pro bono?

Mr. Jornson. Yes, it is. A

Nl[{s- ‘WaTers. Well, that is good. They should give something
back.

Mr. JomnsoN. But I think they are willing. We are trying to mo-
tivate them now, you know, to put the fight up that we know they
can, you know, that includes dealing with the current administra-
tion.

Ms. WaTeRs. I think we can raise the level of the fight while we
attempt to do what we do and there will be some more opportuni-
ties. The banks got a recapitalization amount but it is the tip of the
iceberg. A lot of them are still going to go under. They will be back
for more and we will have some more opportunities, and as the
chairman allows me to come up with these crazy amendments in
{Lis committee to create some conversation and try and be a cata-
yst.

If, at the community level, we raise the ante and we organize, 1
would love to visit B of A or Security, any branch or the main
headquarters, with a couple of hundred people. We have to act up
and act out a little bit. They do not like the embarrassment. They
are trying to run for cover because of the discrimination informa-
tion that has come out on them in recent months and we need to
maximize the embarrassment with a visit from the community of a
combination of just plain old consumers and small business people.

I would like also, in addition, Mr. Span and Ms. Bolden, to meet
with R.D. Lotti and Pacific Coast Regional. I would love to go with
you to your branch where you do business, where you made appli-
cation for a loan to talk with the loan officer and others. Maybe 1
will just pick up theé telephone tomorrow’ or Wednesday and call
and find out if we cannot go back and sit down and take a look and
revisit what happened on your request for a loan.

Mr. Span. I have prepared a little package I want to leave with
you or your staff anyway. And all that data will be in that pack-
age.

Ms. WareRs. I will go with you to the bank to talk with the offi-
cers. I try to use my time as wisely as possible. I will not engage in
a lot of letters back and forth where people give me a lot of infor-
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mation from the banks, but I will go with you. I get more done in
one visit than in all of the exchange of letters that people have,
OK? So we shall go on a visit to the bank at your convenience to
talk about what happened in our community where you made a re-
quest for a loan at the bank where you do business and where your
people before you did business.

Ms. Bor'pen. Over 10 years.

Ms. 'WarTers. Over 10 years?

Mr. Span. We have been there 10 years. My grandparents have:
been there for 15, so you are looking at a total of 25 years on Secu-
rity Pacific branch on Adams and Figueroa.

Ms. WaTegrs. We shall visit the bank whenever you are ready to
go. All right? Thank you all for being here today.

The CHAIRMAN. Thank you. Let me just clarify something. Ms.
Waters, she does_not have any crazy ideas. She comes from the
people. I have been sitting on a commititee for 30 years desperately
waiting to have somebody like Ms. Waters, Mr. Torres, and about
three or four other members that have come in since 1982 or 1984.

Let me tell you, if you look at the record of what we were able to
do for the greatest number before they came, it is zilch, nothing. So
it is really I that am grateful. Grateful that I, in a small way, could
do anything to be supportive because after all, my conviction is
that when we go to Judgment Day, for those of us that have pre-
sumed to call ourselves representatives, there is only one question
they are going to ask us,-and that is, “Were you for the people or
were against the people?” That is all.

And Ms. Waters comes from the people. She is for the people and
if the day ever comes I cannot be with her, that is the day I should
not be in any kind of office. [Applause.]

We had a request by Mr. Jesse Morales early before we started
the meeting. He is a commander of District 5, I believe, of the Vet-
erans of Foreign Wars. And we said we would recognize him if he
was still here for 5 minutes. We also had a request from Mr. David
G. Taylor. So if you will approach and take a place here at the
table, we will see if we can get a nameplate for you.

We promised to handle your requests and we intend to keep that
promise. In obedience to a request from Congresswoman Waters,
Ms. Wajeha if you would take a place at the table, Ms. Wajeha.

Ms. WaTERs. Wajeha Bilel.

The CHAIRMAN. We will recognize Mr. Morales first for 5 min-
utes and if you will give your full name and title in the micro-
phone, the Reporter will have it exactly.

Mr. Moratgs. Thank you, Mr. Chairman.

The CuairMaN. Excuse me, you also have a prepared text?

Mr. MoraLEs. Yes, it is in front of you.

The CrairMAN. We will have this prepared text exactly as you
have written it in the record and you may wish to either summa-
rize it or, I guess you could read it in 5 minutes, whatever you
decide.
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STATEMENT OF JESSIE MORALES, COMMANDER, FIFTH
DISTRICT, VETERANS OF FOREIGN WARS

Mr. MoraALgs. Thank you, Mr. Chairman, distinguished Congress-
man Gonzalez and Congresswomen Waters. My name for the
record is Jessie James Morales, commander of the Fifth District,
Veterans of Foreign Wars, elected to serve the area that encom-
passes metropolitan Los Angeles.

It is with a great deal, a great sense of respect and sincere gratl-
tude that we are here today to welcome you, this committee of Con-
gress to Patriotic Hall, the home of veterans in Los Angeles. We
share your concern about this recession which is devastating our
Nation and particularly here in Los Angeles, our veteran commu-
nity.

In your hearings today, Mr. Chairman, you have heard testimony
about the Los Angeles economy, about our youth problems, our
housing, our homelessness, job search efforts, the impact of the re-
cession on our aerospace mdustry, the effects of bank mergers on
the local economy, some very dramatic information, I might add.
You have listened to people express their plight about business,
business lending, housing, food, no income.

All of these things our veterans know and feel very acutely. I am
here today to express some of those views from the eyes of a veter-
an on behalf of those veterans who elected me to do so. For the
record, I am not being paid a salary nor am I employed to say this
by anyone.

First of all, our Veterans’ Administration that was here earlier
represented by Mr. John Costello, spoke about the great job that
they are doing with our Federal job fairs, a band-aid effort I might
add. And he read into the record testimonials about the accom-
plishments of the VA and what letters he has received from indi-
viduals regarding the achievements of the six Federal job fairs. But
I, Mr. Chairman, am more concerned about how little the Veter-
ans’ Administration is really doing here in Los Angeles.

We have empty buildings at Veterans’ Administration facilities
that should be more widely used to house veterans and homeless,
to retrain and assist veterans and others in our community for new
Jjobs, ex-employee aerospace workers, for example.

Closer to home on our medical care area, health care, which is
an earned benefit for veterans, we now have it in potential jeop-
ardy because if VA Secretary Derwinski and the present adminis-
tration in Washington push through their legislation through the
Congress of rural health care, we are going to have nonveteran
usage of veteran facilities when there is not enough right now to
accommodate the veterans that we have.

For your benefit I will cite some significant statistics related to
our veterans here which Congressman Torres earlier alluded to
when we filled him in on this in our office when he was using the
facilities of our office. We have over 800,000 veterans in Los Ange-
les County. One out of every six citizens in this county is a veteran.
This constitutes the largest concentration of veterans of any geo-
graphic area in the United States and ranks this county as the
10th largest.in terms of size, if you count that by States, larger in
population than 40 other States. Over 20,000 of these veterans in
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Los Angeles are classified as homeless as determined by the public
agencies assigned to keep track of our homeless population.

And this is seasonal. In the winter months, such as now, our
homeless veteran population increases proportionately. Altogether
the status of all veterans is not good and it is not improving. We
have some major changes that have to occur, in short, help. The
success of our technology in Desert Storm should be put to use
toward what we earlier today alluded to as our peace'dividend. Ef-
fects of the downturn in our defense aerospace spending has direct-
ly impacted on working veterans and you heard some of that testi-
mony today.

The peace dividend can assist in that regard. A portion of that
peace dividend should be used to retrain that skilled labor force to
stem unemployment. Here in southern California, where defense
industries have been paramount, SDI, and other major spending
projects are now being curtailed by the present administration. We
can put our peace dividend to work in a positive way and you, our
Banking Committee, as you describe yourselves, congressional gue-
rillas, fighters, can help to change that effort.

Housing for our lower income citizens of Los Angeles can also be
addressed in more ways than we have seen done so far. Your Bank-
ing Committee, Mr. Chairman, oversees the work of the biggest
landlord in our Nation, the famous Resolution Trust Corporation.
RTC currently holds title to many large tracts of low-income hous-
ing properties that it cannot seem to sell right here in Los Angeles.

Why not put some more veterans and our other citizens to work
rehabilitating these RTC properties and making them available
and affordable to low-income housing families. We are not doing
enough in this area. And meanwhile, the RTC keeps getting much
bigger and bigger in its inventory of unsalable properties here in
the depressed areas of Los Angeles.

Now we are also talking about our major financial institutions.
They have the ability to invest more readily in our inner cities if
our current administration, our President and the executive
branch, provide you, the Congress, with the help you require to
pass incentives. We talked about the biggest bank merger in the
country between Bank of America and Security Pacific and I was
astounded to here the results of what a little effort those two major
banks are doing to assist particularly in low-income housing. The
lending is atrocious and that was not what CRA was created for.

But banks need a reason to invest and we are not doing enough
to force that issue. With your help, and with our support, your
Banking Committee has the power to legislate more action and to
get some of these financial institutions to do that. American corpo-
rations, both in the manufacturing industry and commerce, have
been getting a bad rap lately from our, quote “overseas allies.” The
American working man and woman, the veteran, has been insulted
for not being an efficient worker.

Mr. Chairman, we need to take our gloves off and fight back. We
heard AFL representative, Mr. Martinez, and some other talk
about that. You can help us to do that and we, the veterans, can
support your efforts, spearhead them, as we did in combat. We
have peace today because veterans fought to preserve that peace,
irrespective of the many ways we were manipulated and used, per-
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haps for questionable causes, but we can also fight for jobs. Corpo-
rate America needs less restriction and more incentive to invest in
the working man and woman. ~

It is obvious that we are not doing that today. Our present ad-
ministration has not done enough to preserve jobs for America.
Here, in Los Angeles, we have a prime example of that in our
metro rail system, which has become a fiasco. We need to bring
those jobs back from overseas, back home. Los Angeles is a very
diverse cosmopolitan metropolis. It does depend a lot on overseas
investment but so do many other places. It also has the ability to
keep jobs here.

Your committee can stress the importance of that to our Ameri-
can banks, our corporations and industry. We have that responsi-
bility in front of us. Speaking for the unemployed veterans, the
homeless veterans, the disenfranchised citizens of our community, I
am here today to let you know that we will support your efforts
and fight once again for our country during this time of very seri-
ous economic crisis. We can do nothing less because this is the
right thing to do.

So, in summary, Mr. Chairman, and distinguished Congresswom-
an Waters, once again, I thank you and express our sincere appre-
ciation for your own efforts on behalf of our Nation. These hear-
ingsTare of vital importance because they shed light on. a para-
mount crisis that faces the United States of America today, this re-
cession, our economic dilemma. We are particularly concerned for
Los Angeles citizens. Many of them are veterans, many of them mi-
norities who should be enjoying the many fruits of their labor,
their contributions to this freedom we enjoy but, instead, are strug-
gling just to survive.

So I thank you for listening to us and for your support today. I
will answer any questions you have.

The CualrMmaN. Thank you, Mr. Morales. Our next witness is Ms.
Wajeha Bilel. I have your name as given by Ms. Waters, but if you
wish to spell it out for the Reporter, it might be helpful to him.

Ms. BireL. My name is Wajeha, W-A-J-E-H-A, Bilel, B-I-L-E-L.

STATEMENT OF WAJEHA BILEL

Ms. Biier. Thank you for letting me speak today, Mr. Chairman
and Congresswoman Maxine Waters. I have been in Los Angeles 48
years. I have 10 children, 31 grandchildren, and 1 great-grandchild.
I live in the community of Watts.

I am a member of the WAF Latino Organization, the Watts
Neighborhood Council, the Watts/Willowbrook Chamber of Com:
merce and I am a CORO Neighborhood Fellow and I am the presi-
dent of Build Plus Community Marketplace, Inc.

I have 50 to 75 relatives in the south central area. I am an entre-
preneur and I went through our Project Build Program and then,
from there, I went to the Entrepreneur Program which was found-
ed by Congresswoman Maxine Waters and the training program
was through EECI. We went through 9 months. The Build Plus
members went through 9 months of training. We learned market-
ing and business planning and the competition marketplaces
among other things.
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After we graduated in 9 months, afier 9 months of training, we
graduated. I am not a public spedker, excuse me.

Ms. WaTeRs. You are doing fine. You are doing fine.

Ms. BiLEL. OK, after 9 months we graduated. Fifteen of us Build
Plus committee members banded together and started committee
membership. We went on a vacant lot by ourselves on 103rd and
Dillon. The spot was not feasible. It was kind of difficult to work
there. All the entrepreneurs from all six housing developments
could not come there in that area and so we began to seek help
through other agenc1es in the city as we began to encounter prob-
lems.

We went to the CRA. We went to CDD and we began to ask ques-
tions and ask, “How can we get further help? We do not want to be
on welfare. We do not want to be on GR. We do not want to be on
SSI. We want to do something for ourselves. So how can we lift
ourselves up,” we asked them. CRA said,- “OK, if you can meet
some requirements, we will give you a site."’ They said, “Get incor-
porated and get your insurance money.”

So at that time we started asking the members just for $20 a
month and we started from there. And then we contacted PCR, the
mayor’s Office of Small Business Assistance, Drew EDC, the Legal
Aid, an accountant and a CPA. They all helped us in our market-
ing ‘and business plan in-depth. We almost emerging upon the site
for the community redevelopment area now. Our manager is Drew
Economics and with technical assistance to us. The mayor’s office
along with USC is our consultant and our training component.

And I will submit a letter and everything of what we are doing.
And we do need help in grants and loans so we can further our
studies and become independent off the system. Thank you.

The CrairMAN. Well, thank you very much. Mr. Taylor.

STATEMENT OF DAVID TAYLOR, PACIFIC TRUST MORTGAGE
‘CORP.

Mr. Tavror. Thank you, Mr. Chairman. I am the owner of Pacif-
ic Trust Mortgage Corp., which is a small family-owned business.
Its principal service area is Orange County and eastern Riverside
County from the Banning/Beaumont Pass out to the Colorado
River.

Last year, in 1991, we participated in the Riverside County First-
time Home Buyers Program which utilized mortgage credit certifi-
cates. Out of that program we used 25 percent of those that were
available. There were 65 mortgage companies that could partici-
pate in the program.

Of the families that we helped, 86 percent fit into the minority
category of one type or another. Qur base employee is made up of
75 percent women and 33 percent of our people are bilingual. In
the past we have hired disabled, Hispanics, and we have even had
an opportunity to hire some people over the age of 62, which has
turned out to be very helpful with the experience they brought to
the company.

Though it has been an expense, it has been helpful to hire people
that have not fit into the mainstream as far as what might be per-
ceived as employees. By the way, my background is I am an ex-
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school teacher. In fact, I am an ex-elementary school teacher. 1
started my teaching career here in Los Angeles. The first year my
entire class did not speak any English. They had come from Cuba
as part of the exodus in the latg sixties.

From there I went down to Watts and then finally out to River-
side, where I taught, and the school that I was involved in was in-
volved in a bussing program. Unfortunately, I got mixed signals
about the role of our community and teaching and I wound up get-
ting caught up in a situation where I needed to leave the profes-
sion, not because I did not enjoy the work, but if is very difficult to
support a wife and growing children. And from there I had to get
into private industry and had an opportunity to work for some
large companies in the sales area.

About 10 years ago my wife and I started a mortgage company,
really kind of by accident and today, I am the chief underwriter for
the company. That is kind of awesome responsibilify in that if the
people that work for me are unable to make a decision on whether
someone should receive a loan or not because of their income or
their past credit history or possibly even the location of the home,
that ultimate responsibility falls to me.

Out of our overall client base, over 50 percent of the people are
first-time home buyers and over 50 percent of the people fit into
some minority classification. You know, there is no doubt about it
that discrimination exists in lending and the Bank of America is
caught up in it. We probably could be caught up in it, but, you
know, it is possible to find lenders that want to work in that part
of the community. And we are interested in being there and I can
tell you why.

We are a Fannie Mae/Freddie Mac seller servicer which means
that we originate the loan, we retain the servicing ourselves. Our
servicing profile tells us that if you have a family that is scratching
by its tooth and nail, they will make the payments. We make a
point of staying in contact with our customers and when they have
problems, they come in and see us. We tell them when they are
going out the door, “If you cannot make the payment, come back
and see us,” and they do.

Sometimes we have been able to do nothing more than help
them sell their property to save their credit, but that is useful in
and of itself because they have an opportunity when whatever
problem they are having comes back around, you know, they can
g}e]:;: back into the housing market and they have not lost every-
thing.

There are other forms of red-lining that are out there. Frankly,
the Bank of America has got our company red lined right now. We
have a line of credit that we have had since 1985 with a company
called First Collateral Services, which is owned by Honolulu Feder- .
al Savings and Loan, which was just recently bought by the Bank
of America in a merger. Because our company uses such a small
line of credit and the Bank of America and the mortgage ware-
house banking industry does not touch anybody under $100 million,
we are now having to go out after 5 successful years, find someone
else to give us a line of credit.

The best deal we have been able to get is a $§1 million offer and I
have to pay a $1,000 fee up front. I have to put $200,000 in their
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bank. Hell, I am not going to put $200,000 in the bank when I can
only get it insured for $100,000. Indirectly, we are being driven out
of the market and we are .a company that deals with first-time
home buyers and minorities. We are out there seeking that busi-
ness and, yet, we-are caught in the same trap.

You know, we are the first company -on the west coast to be ap-
proved thx:ough Fannie Mae and it took 5 months for the new
Farmers Home Loan Rural Guaranteed Housmg Program. We fi-
nally have closed a loan and we are servicing it. We are very
pleased with the program. In fact, we are in here to request addi-
tional funding into it. But, you know, Farmers Home Loan is one of
the government agencies that is actually involved in red-lining,
and I cannot help but notice that on page 51 of the bill that you
are requesting that they no longer do that.

That is. they did not want to make loans out in the real rural
areas. Well, what is a rural program for if we do not reach out
there? And Congressman Waters, believe it or not, Los Angeles
County has parts of it that the Farmers Home Loan Program will
fit into, maybe not in your district, but-out in the desert areas.

We tried to get builders to get into these projects and we cannot
do it. It cost $25,000 to manufacture a lot, if you can buy the land
for $10,000 an acre. On top of that you have to pay the city or the
county that you are in almost $8,000 in fees before you come-out of
the ground. You are in for over $30,000. You can’t build an afford-
able home that a family can handle if your base cost before you
turn a spade is $30,000.

We found an area out in eastern Riverside County where we can,
buy lots, finished lots, streets in, utilities in, the subdivision is 30
years old, we can buy-lots for $2,500.. We cannot get a builder to go
out 'there. We. have raised $130,000 of our own money and inves-
tors’ money. We are going to buy 100 lots. We have.ll in escrow.
We have enough money on hand right now to buy 52. We will raise
the balance of the money.

We are drawing up plans for builders that provide an affordable
built house, that provide the number of bedrooms that families
need that are going to live out there, because we are not selling to
a middle-class neighborhood. We are selling to folks that are living
out there on ranches and trailers. And they have three or four or
five kids, and they need a lot of bedrooms.

We are providing a quality home. It is going to have-a tile roof.
It is going to be stuccoed all the way around. It is going to have a
two-car garage and it is going to have a large lot. The minimum lot
size out there is about 60 by 100. These homes can be sold. either
through FHA, VA, or the new Farmers Home Loan Rural Guaran-
tee Program. We were unable to get construction financing out
there. So we are underwriting, out of our own pocket, besides the
acquisition of the lots, the construction of two houses.

We have called the Bank of America. We cannot get them to
return the phone call and we know which department to call. We
have also beer able to finally, on a presale guarantee basis, get a
local community bank to give us enough money to build three addi-
tional houses. That is going to allow us to start five houses at a.
time, which is the absolute minimum economics that we can en-
courage. a builder to go out into that neighborhood and build with.
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Once we get that down, then they are saying that they will loan
us some additional funds to make the thing happen. We are talking
about a 1,350 square foot house which is not a bad size house, with
either three or four bedrooms in it. You know, you have a program
that we are going to be utilizing out there which is the FMHA
guaranteed rural housing program.

In the first year, last May, you put $100 million into the pro-
gram; $70 million of it went into the fixed payment, $30 million
went into the subsidized payment. You had a 12-percent utilization
of the fixed payment program and a 100-percent utilization of the
interest assisted part of the program. This year you funded $350
million into the direct guaranteed noninterest assisted. Year to
date, you have had a 4-percent utilization of that program.

The ratios and the guidelines are too stiff and I will come back
and talk about that in just a moment, if I may. Part of what I
wanted to address though is I would like your Banking Committee
to look one more time at taking some of the money that is in the
Farmers Home Loan Program and put it into the interest assisted
part of that program and here is why.

If you take the house that we are going to be able to build, and
by the way, the Mortgage Banking Co., is going to make a profit,
the real estate company, a Century 21 franchise, is going to be
making a profit that is going to sell the houses, and the builder
that is going to build the houses will be making a profit. And we
are asking for no money to get this started. We have no redevelop-
ment money, nothing. All of it is cash that we are all putting to-
gether to make it happen.

That house, if it sold on an FHA Program, will take $5,390 as
downpayment and closing costs. It will require $1,540 in cash re-
serves for a total of almost $7,000 to get into that home. They will
have a $754 a month payment which is not too bad considering
that they are probably paying in the neighborhood of $450 to $500
for nothing more than a slum, and by the way, that takes an
imcome of $22,068 to buy if one thing happens, if I underwrite that
oan.

If another company underwrites that loan, they will have to earn
$31,200. Now, I am going to tell you what the difference is between
my company and the next company down the road. I will write
that loan on a 41/41 ratio, because I believe a family that comes to
our office that has no bills, does not have existing bad credit other
than maybe a medical bill, is willing to commit 41 percent of their
gross annual income to their housing expense and there is no
reason why they should not, because there is a tremendous up-lay
%1 the quality of life that this family is going to enjoy by, getting a

ouse.

Yet, if we follow the direct HUD guidelines of 29/41, we cannot
put them into that house unless they earn $31,000. Our foreclosure
rate is one-fourth the national average, therefore, the underwriting
guidelines that I follow are correct. Some of it comes from the
heart, but it is the right thing to do. People will hang on with their
fingernails to get that house.

In addition to that, I am fully aware of the Hispanic community
and concept of the extended family. I am a participant in it myself.
I have had up to four generations living in my house. If is .a nice
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thing. It eliminates baby sitting problems. It lets family members,
young ones, get to know the old folks and it makes you a little bit
more appreciative of the older folks yourself when you are caught
in the middle like I am.

Again, though, our company does that. Most other companies
will not. Farmers Home Loan will not allow us to go beyond 29/41.
So if we take the noninterest assisted program, we still have to
come with a family on that same house with a $29,000 income;
whereas, if we can get them to give some ground on justified rea-
sons, and by the way, Fannie Mae will go with whatever under-
writing guidelines Farmers Home Loan and the mortgage industry
comes to grip with. They are not stuck on the numbers at all.

If we can use the same good, sound underwriting guidelines in-
stead of needing $30,000 to buy that house, with no money down on
a Farmers Home Loan and $3,000 in closing costs, we can get that
family in in the $20,000 price range. We will triple the number of
people that can buy a house. We are not going: to have a problem
selling those houses out there. There will be people standing in
line. The reason we know that is because we helped a builder build
a model down there 2 years ago, but he could not get a bank to
ﬁri(aimce it. The model is still sitting there and we had the houses
sold.

If 'we can get you to bring some money back into to the interest
assisted program, we can sell that same house to a family for
$3,000 down. They will have a $451 payment, principal, interest,
taxes, and insurance. Now, if you are paying $450 a month and
living in a slum, and I can put you into a house for $451, how can
you say, as an underwriter, as a mortgage banker, someone will
not make the payment? They will. Let me give you a profile of the
socioeconomic——

Ms. WaTgRs. This is no money down. What did you say?

Mr. TavLor. No money down, program——

Ms. WaTers. $431 a month on a 30 year?

Mr. Tavior. Yes. Well, yes and no. If their income stays the
level, stays at the same level, yes, it will. If their income goes up,
which is part of the bootstrap concept of the program, then the
payment does go up. OK, and let me tell you why that is impor-
tant. You catch people in the $18,000 to $30,000 price range, they
aCl)re right on the edge of becoming middle America, income range,

K

They are right there. They are not on welfare. They are not on
any kind of assistance. They are there. And if nothing else, infla-
tion will take them to the full payment within about 7 years. These
are true economic situations.

Look at the Farmers Home Loan 502 Direct Program. What is
the average term on loan? It is 7 years. Something happens. They
buy, they refinance, or they make enough money that they are
making the full payment. The problem is those people, to get into
that program, have to make less than $18,000 a year. What do we
do with a family that makes $18,000 to $30,000 that does not qual-
ify for a FHA or a VA loan? We overlook them.

You have written the legislation for the program. You did a par-
tial funding last year but we were unable to carry through on it
this year. And I understand that the mortgage banking industry is
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the main culprit for it. We were not interested in it. We had a
sacred cow that we paid more attention to which was FHA. That is
fine, but I would like you to know that on February 26, I am flying
to Washington, DC with the hopes of seeing my MBA people. I am
going over to the National Home Building Council and talk to folks
at the Rural Council.

I want them to support the program. I have been talking to your
staff people in an effort to get an appointment with you people
back there. I am also attending the MBA conference, their legisla-
tive conference, and intend to get in there and make it know what
are some of the needs. )

Let me tell you some of the other direct needs that come out of
this. We are talking to builders who have participated in the Farm-
ers Home Loan Program for 20 years and sometimes have to.wait. 2
years to get an appraisal or an approval for a family to build a
house. Our company can do the following things so that the County
Supervisor does not have to.

We can appraise the property. We can plan check their plans be-
cause on our staff, I have a designated HUD approved plan checker
and inspector. Those skills flop right over to Farmers Home Loan.
We can package and process the loan. We can draw the docs, we
can close it and we can service the loan. There is only one thing
that we did not do; we did not underwrite that loan and the county
supervisor can do it.

At FHA, they underwrite a loan in 8 minutes. I am sure that
once the county supervisors have had enough loans go across their
desk, they will not need to spend more than 8 minutes on‘it. They
will no longer have to do appraisals, inspections, process loans,
draw docs, or service them. The private mortgage banking industry
can come in and help out in this area and we can do a real good job
of it, because there are mortgage bankers out there, just like us,
that are willing to take those small deals and work on them, be-
cause we know the foreclosure rate is insignificant.

We make money on people that make payments. Our number
one problem in people that do not make payments are not minority
people. They are folks that know how to work the system. They are
folks that know that they can string me out for 3 months before I
file an NOD. The other folks, I call them up on the phone and they
come right on in. They either make out an arrangement to get
caught up on their payments or tell us what their problem is and
we solve it the best way we can for them.

You have some great programs here. We need a couple of dollars
put into them. If you want to see a couple of other examples of red-
lining, I will give you one that will just terrify you. The real estate
industry has some giants in it. They are called the franchises. A
good example of it is Century 21. I have firsthand knowledge of
this because my brother owns one. )

If you do not have a certain size office with a certain number of
agents,. and if you do not produce a certain number of dollar fees
that go back to the master franchisor, they will take your fran-
chise. Now, how can you be out in a neighborhood selling $40,000,
$50,000, $60,000, $70,000 houses, which in California is dirt cheap
housing, and maintain your franchise standards? You cannot. You
just cannot.

1
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You know, we have an underserved part of our community out
here that needs some attention and, frankly, those businessmen
that pay attention to that part of the community do not need to
come in here and poor-mouth you. We are making money. We are
making enough money to put two kids in college and we are having
a good time. And I will tell you something, the warm fuzzy that I
used to get when I taught school, I get when'I am down at the su-
permarket and I see a family now that I put in a house or someone
that stops by each month that does not know how to write a check
and we sftill do it for them and we mail it off to the servicing
center.

Those are some real good feelings you get out of this industry.
And there is plenty of money to be made in it. There is no need for
the poor-mouthmg side of this thing. What we do need to do,
though, is get out and service the folks that need it the most. And
we are overlooking them and there is no justification for it. And
that, really, I think kind of covers my notes.

I apologize for talking so fast, but, hopefully, I got it done in 5
minltges and I look forward to seeing you in the next couple of
wee

The CuairMmaN. I hope so, sir. I hope you have been in touch with
the subcommittee staff d1rector, Frank DeStefano.

Mr. Tavror. I have been in touch with Nancy Libson and Frank
DeStefano.

The CHAIRMAN. Yes, Mr. DeStefano, and if I can, of course, I will
be there. Once we get to Washington, we do not govern our own
time. Ms. Waters will tell you that. But listen, this is excellent tes-
timony. It was not too fast. It was most coherent, and actually I sat
here listening to you because I was wondering if such a person still
existed in this country.

You see, that is what has happened. You explained it in a capsul-
ized form, franchising and all of that. That is maximizing property.
Everybody got greedy. That is the whole story, you know that. You
are going back to the basics. I am very grateful to you, Mr. Taylor.
I cannot tell you in words. It is most inspiring to see that you are
in tdh%re and doing the work, doing that labor that is so much
needed.

And I think the big problem is how can we get back to the just
levels. Actually the beginning of the industry was that way, like
credit unions. How did credit unions get started? You know, now
credit unions are pretty big, they own banks. I do not have any
quarrel with them but do not forget the people that created the in-
dustry. You are doing that, so I wanted to compliment you and you
have been extremely helpful to us.

Mr. TAYLOR And we are having a good time doing it, believe it
or not. It is actually fun. By the way, Ms. Waters, you know, the
group that is trying to start a credit union, one of the things that is
really important to them is to be able to get into the mortgage
lending business instantly. It is not likely that they can do all of
that right off the bat, but they can become what is known as a cor-
respondent to a mortgage banker or a bank and they can have that
bank actually do the funding and take care of that.

And we will make a point of contacting that credit union and if
they get started, we will come in and we will show them how to get
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all their government authorizations together. And, if they want, we
will be their sponsor and they can be the correspondent because I
believe in the small communities. The people will make the pay-
ments. If they were not going to make the payments, the part of
HUD that I know and understand, which is the 203B Program,
single family residents, you know, one at a time, would not have
operated, unless I am wrong, for over 55 years in the black.

You know, they have other parts that have wandered off and had
some problems

The CHAIRMAN. You are right.

Mr. Tavror. But the part of it that is just mom and pop hanging
on by their fingernails, the majority of the people have made their
payments on time and the losses that have been sustained have not
been enough to put that program in the red. The Farmers Home
Loan Program will operate exactly the same way as long as we
have just the tiniest little bit of faith in the guy at the bottom.

And, boy, I will tell you, if we do not, this country will collapse.

The CHAIRMAN. I agree.

Mr. TavLor. This is a little partisan politics.

Mr. Moraigs. Can we be excused?

The CaamrMaN. Yes, thank you, Mr. Morales. We understand.

Mr. Moratgs. I have to be somewhere.

Ms. WaTters. Thank you very much. Good to see you. I really ap-
preciate your waiting around.

The CHAIRMAN. Thank you.

Mr. Tavior. You can take the guy that is having the most trou-
ble in the world. Somehow or another you let him get hold of a
house and get into the thing. He can hang on to that thing for 25
years and raise two or three kids. He just becomes part of the es-
tablishment like you cannot believe. He will start voting. He does
not want graffiti on his fence. You know, it just turns the whole
thing around.

It is the nucleus, it is the ultimate bond for the family. You
know, you had a couple of people here today that lost their jobs
and their houses. When they lost the house, do you know what else
they lost, they lost their family, because they did not have any
place for the family to come home to. I do not care how terrible a
day you have had, I do not care what kind of fights you have had
with your spouse, I do not care how bad my kids have been, when I
come home at night, somehow or another we have had to put it all
together and you get up and you go down the road the next day.

Housing is the nucleus of this country on top of what the Presi-
dent says and your committee says. It is the social bond for the
family. And again, thank you for talking to us and we appreciate
the opportunity.

The CHAIRMAN. Well, thank you, Mr. Taylor. And we are very
grateful, Ms. Bilel. I believe we have honored all the requests that
we have been advised of. And, again, let me say repeatedly, thank
you a million, you have been most helpful.

Ms. Waters. Thank you. Thank you from the bottom of our
hearts and before our chairman gets up from here, again, this
amazing man has sat through this hearing without moving one
time. I have seen him do this for hours in Congress. I am always
amazed, but I want him to know I am so grateful that he came to
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Los Angeles and he was able to hear from our constituents and
hear about what is going on here in our area. And he has been as
generous as any kind soul can be.

You see what time of evening it is and he was prepared to stay
here as long as there was somebody that wanted to talk. Even
though it is only a few of us left, would you please join me in
giving him a round of applause? [Applause.]

The CaairmMaN. You, too, have stayed heére to the very end, Ms.
Waters.

Ms. WaTegs. But I got up a couple of times.

The CHairmaN. Well, thank you very much and the committee
will stand adjourned until further call of the Chair.

[Whereupon, at 6:45 p.m., the hearing was adjourned, subject to
the call of the Chair.]
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Oopening Statement of Henry B. Gonzalez, Chairman
Committee on Banking, Finance and Urban Affairs
U.8. House of Representatives .

Field Hearing on the Economy
Los Angeles, California
February 10, 1992

Today the Committee on Banking, Finance and Urban Affairs launches the
fifth in a series of hearings around the nation on economic distress.

In Bridgeport, Connecticut, the site of our first hearing on January
7, the city's fiscal problems had become so acute that last June it
became the largest city ever to file for bankrup{cy. While Bridgeport has
since chosen a route other than bankruptcy, it still continues to wrestle
with a $17 million budget shortfall, made worse by cuts in federal and
state funding. This has impacted the-city's ability to serve its growing
number of homeless and others needing soc%dl services.

Econonic distress in the Spartanburg-Greenville area of South
Carolina, the site of our second ‘hearing, ,meant the phenomenon of
underemployment, where people work the same for less, as their
traditional textile and apparel industries downsize and many well-paying
jobs are lost. Baltimore, Maryland, the site of our third hearing, like
many major cities faces problems of homelessness, lack of affordable
housing, overburdened social services, job losses, and small businessmen
and women unable to get needed bank loans to keep their businesses
running.

Because of its heavy reliance on the auto and heavy manufacturing
industries, Cleveland, Ohio, the site of our fourth hearing, is
especially hard hit during a recession. While the city is working to
diversify its industries, there still remains a mismatch between the
workers' skills and its industries' needs.
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It is clear from these hearings that the recession is severe -- that
people are out of work or afraid of losing their jobs, that promises of
job—retréining and job re-ldcation do not always come through, that
underemployment for some can be as detrimental as unemployment. People
who formerly had homes are living in shelters, people are using up all
their savings to hold onto their homes, people are turning for help where
there is none. And, sadly, hunger remains a problem-even in our affluent
United States.

The cities are especially hard hit and their plight is made worse by
years of cuts in federal and now state funding. Cities can no longer
afford to repair their crumbling infrastructures, to provide affordable
housing for all who need it, and to offer enough social services to go
around. -

We have come to California to hear from the people who are on the
economic firing line -- those seeking shelter, those living in public
housing, those struggling to hold onto their homes, those having trouble
making the downpayment on their first home, those working, those not. We
will also hear from social service providers and those working with inner
city youths.

Expected job losses in the defense and aerospace industries will
especially impact California whose largest industries are these.
According to the Los Angeles Times, California "ranks tenth among states
likely to be hurt by defense spending cuts already in the works at the
end of 1990," with more cuts anticipated from the "Peace Dividend."
Aerospace-defense workers can not help but be concerned by these
statistics, and we will hear from them today. As one worker at a company
making parts for the Patriot and Trident II missiles is quoted as saying,
"Before, if you got laid off at one place, somebody else had a big
contract" that provided work, but, "now, if you get laid off, there's no
where to go."
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We will also be looking at the effect of the Bank of America-Security
Pacific merger on the local community and on the California economy in
general. The proposed merger will change the banking landscape
drastically throughout california and we want to know exactly what this
means for credit flows and services for neighborhoods and families.

I want to thank my colleagues, -Maxine Waters and Esteban Torres, both
of Los Angeles, for their tremendous help in organizing the hearing. I
plan to carry what I hear today back to Washington as the Congress seeks
to craft legislation to jump-start the economy. We need a real program
for economic growth, not empty promises that all will get better.
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OPENING STATEMENT

THE HONORABLE ESTEBAN E. TORRES

HOUSE BANKING COMMITTEE HEARING
1,0S ANGELES, CALIFORNIA

FEBRUARY 10, 1992

I would first like to officially welcome the House Banking
Committee Chairman, Congressman Henry B. Gonzalez, and commend him
for bringing the Committee out to Los Angeles for this most
important hearing today. However, it is with somewhat mixed
feelings that Congresswoman Waters and I are hosting this hearing
in our backyard. The issue that brings us together today, that of
economic distress in our nation's cities, lies looming in-both of
our districts, in this county, and unfortunately, throughout the
nation. Due to our sheer size, the economic troubles being
experienced in cities across our nation are most exponentially felt

right here in Los Angeles.

As we listen today to the testimony of the various panels of
witnesses who will tell their own personal stories of economic
distress, I think we will have touched on just how fundamental this
problem is. It impacts on.so many facets of our daily existence;
on having a place to live, on finding and keeping a job, on being

able to safely walk the streets in your own neighborhocd.

These recessionary times have put a major load on city, county,
state, and federal services to help individuals just get through

until things get better. While some of these problems are more
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universal in nature, it is important to note that the Banking
Committee has focused on gathering information about some of the
economic realities unique to the Los Angeles community. The panels
on unemployment in the aerospace industry and the gang phenomemon,
which are, in part, caused by the lack of opportunities for youth,

will provide us with a picture particular to this area.

We are in a crucial time now resulting from massive defense
cutbacks. There has to be a program of assistance in place for
defense-dependent workers, businesses, and communities'ﬁo help them
adapt to changing times and take advantage of new opportunities to
diversify. In addition, we need to provide alternatives ‘for our
youth to get them off -the streets and keep them out’ of gangs to
stem ‘the increasing violence that is ©brought into our
neighborhoods.

I would like to thank Supervisor Molina and all of our witnesses
here today for your participation in today's hearing. I want~to
impress on all of you the importance of the contribution you are
about to make. You are giving s the human element, the real life
picture of what is happening, something that often gets lost in
Washington. The time you are taking to share the state of your
life with us is most appreciated. It will be a long day, but we
want and need to hear from each and every one of you. It will be
up to us, as elected representatives of the people, to act on the
information you give us. So be frank, be candid, tell us how we

can best help you.
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OPENING STATEMENT OF
CONGRESSWOMAN MAXINE WATERS '

FIELD HEARING ON THE L.A. ECONOMY

February 10, 1992 '

| am extremely happy to be with all of you this
morning. We are privileged to be hosting the House
Committee on Banking, Finance and Urban Affairs here
in Los Angeles. | would like to begin with a brief
introduction to the man who has made this-very
important, and timely, hearing possible -- Chairman
Henry Gonzalez of Texas. -

Chairman Gonzalez is a tireless worker and a
conscientious leader. Among members of the Banking
Committee, he is known as an interested, honest and
excruciatingly fair chairman. In politics, it is rare

to find someone whose integrity is as universally
recognized as Henry Gonzalez’'.

Chairman Gonzalez has demonstrated an uncommon
commitment to the poor. Despite the enormity and the
scale of his responsibilities -- overseeing the

commercial banking system, overhauling the savings

and loans, authorizing every.-federal housing and
community development block grant program -- Chairman
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Gonzalez never forgets the poor, the needy and the
under-privileged.

In ail his thirty years in Congress, Henry Gonzalez

has been a fighter for poor and working class
Americans. Now, as Chairman of the House Banking.
Committee, he uses his seniority and expertise to
develop legisiation and devote resources to help needy
citizens in communities like ours.

Chairman Gonzalez’ latest commitment is to tour cities
all across the United States -- to witness first hand
the economic deterioration that is gripping this
country. Which brings us to today.

We, in Los Angeles, have a particular set of economic
problems. y

UNEMPLOYMENT

There has been a lot of publicity about the national
recession. In Los Angeles, we have endured depression
levels of unemployment for years. Inner cities

across the nation have watched as large companies
have left town in search of cheap labor in Third World

countries.
8

&
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However, unlike many other cities, this region’s
economic dependence on the military will lead to even
more worker dislocation for the next several years --
as Cold War military budget declines.

While the U.S. unemployment rate is 7.1%, it is 8.3%

in Los Angeles County. In many minority communities,
the rate is twice as high. Among minority youth, the
unemployment rata approaches 560%. In some sections of
South Central Los Angsles, which | represent, this

rgfge is even higher.

¥

H MEL

We suffer from a chronic housing shortage in this
region of the country. High property values combined
with huge pockets of poverty create startling
conditions in LA’s housing market.

A recent study conducted by Shelter Partnership here

in Los Angeles documented what we all see every day.
** There are 12,800 homeless family members and over
45,000 hcomeless individiightlgightly in Los Angeles
County. Of these, over 30,000 live in the city.

** There are less than 8,000 beds available in the
County. Every night these are filled to capacity and,
under the best circumstances, satisfy only about 1/3
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of the total demand for shelter.

We desperately need new housing construction. We need
to make more rental housing affordable. We need to
think creatively as a community and as lawmakers to
solve the housing crisis which confronts us.

GANGS/YOUTH PROBLEMS

Gangs are another well-publicized problem in the Los
Angeles area. We are lucky to have programs like
Amer-Can, run by my good friend Jim Brown, which bring_
former gang members back into the community. I'am -
very interested in exploring ways to tap into this

spirit for the betterment of all of us.

ANK

Finally, we have a looming threat from the proposed
Bank of America/Security Pacific merger -- the largest
proposed bank merger in history.

We have heard that this merger could cost up to 50,000
jobs. We have real questions about the community
lending implications of the merger. What will be the
impact on banking services for communities like South-
Central Los Angeles, communities which are severely
under-served by banks already.
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It is estimated by the Greenlining Coalition here in
California that in 1990, 4% of the dollar amount of
Bank of America’s loans were to low-income
individuals. Only 2% of Bank of America’s loans were
made to African-Americans. More specifically, only
156, or 0.2% of B of A’s loans went to low-income
African-Americans.

Moreover, the Federal Reserve Board report on mortgage
discrimination reported that it was 64% harder for
African-Americans or Latinos to receive a home loan
than whites. This bacEﬁround gives many of us great
concern about the possible implications of allowing

this propssed mega-merger to move forwa_rd.

In conclusion, we, in Los Angeles, need leadership.
We need a new declaration of purpose and priorities.
We deserve and must demand a slice of the peace
dividend.

Mr. Chairman, Mr. Torres, today’s hearing will give us
a clear picture of the challenge before us. | hope we
will be able to return to Washington and translate our
commitment into concrete action.

Again, | thank you Mr. Chairman for allowing us this
opportunity to share with you and this Committee the
troubles we face. | look forward to working with you
to solve the problems we will identify today.
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The Bush Haslth Plan: Viclating the Higpoeratic Oath ¢ page 2

Skyrockating Costs Beyond The New Cost Shifts

In 1980, health spending in the U.S. amounted to $2,572 per family. By 1991 the costs had
jumped o $6,535 per family, an increase far greater than the increase in family incomes. By
failing to establish 2 national health budget to hold down costs for all Americans, the President
is puarantseing thet spending for health care will reach $14,000 per family by the year 2000.
Nothing in the President’s plan will hold down costs for families and businesses.

Managed care—The President alleges that mansged care plans will help to make health care
affordable for all Americans, There is no evidence to support this claim. Managed care
premiums have been increasing at virtually the same rates as other health insurance premiums.

» A just-released study of 1,000 businesses by the accounting firm Peat Marwick found that
employers with managed care plans were not saving money. The study found no difference
between premiums for managed care and other insurance.

Malpractice—The President claims that our cutrent malpractice insurance system is a key cause
of heatR care inflation. He is proposing Limits on malpractice awards and the creation of
alternative dispute resolution mechanisms.

‘This malpractice reform will not curb health inflation. Premiums for malpractice insurance
amount to less than 2% of our national health spending. The increase in premiums last year
contributed anly one-tenth of one percent to health care inflation.

Defensive medicine accounts for 5%, at most, of total hospital and physician expenditures.
There are no reliable estimates of defensive medicine costs. It is virtually impossible to
distinguish between physicians who prescribe tests to avoid malpractice, those who prescribe
tests to boost fees and those who prescribe tests for good medical reasons. Changing the rules
that govern malpractice litigation will reduce the number of people who have access to the
courts, but will not reduce costs.

Developing alternative dispute resolution procedures may increase, rather than decrease,
costs. Since only one in sixteen people who were negligently injured received any compensation
in litigation, it is entirely possible that altemative dispute resolution procedures will increase the
number of malpractice claims and the total amount of awards.

No Peacs of Mind —Declining Coverage

‘The President’s strategy for providing Americans the peace of mind that should come with
health insurance is insurance vouchers for low-income Americans and tex deductions for the
middle class. Under the Bush Plan, the vary persons targeted for relief will be worse off at the
end of this decade with the vouchers and tax deductions than they are today without them. This
is because the value of the vouchers and deductions will be dwarfed by incressing health costs.
As a result, out—of-pocket health costs for such families will consume a larger portion of family
budgets than today.

Famives USA * 1334 G Street, NW » Washington, DC * 202/737/6330 » fax 2023372417
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THE BUSH HEALTH PLAN:
VIOLATING THE HIPPOCRATIC OATH

American families are ¢rying out for relief from skyrocketing health costs and the failures
of the jnsurance industry. Rather then offering American families relief from these burdens,
President Bush's plan will leave American families worse off by the year 2000 than they are
today, while increasing the profits of heaith providers.

President Bush’s response to our nation®s health care crisis is to:

»sabotage seniors’ access to health care under the Medicare program;
» similarly sabotage low=income families® access to care under Medicaid;
»shift more and more health costs to middie class families;

3

»allow America’s health costs to rise from $6,535 per family in 1991 1o $14,000 by the end
of the decade; and

Medicaid progran 0 eady, Medicare
payments to hospnals . and Medicaid payments to doctars are
36% below Medicare payment By placing artifictdl” limits on Medicare and Medicaid
spending without capping other hea !s he 1sparity between Medicare and Medicaid

payments and other payments will widen &3
Asz n:sult. docwrs and hospi i Jess mcl!ned to provn:le care to Medicare

Shifing More Coats On To The Middla CIass

Hospital and physician charges to patients are an enormous “shell game"—with very
different charges for the exact same sarvices to differant patients based on the kind of insurance
they have. When hospitals and physicians believe Medicare and Medicaid payments are too low,
they chsrge those with private insurance more.

As Medicare and Medicaid payments are held down by the Bush cap, doctors and hospitals
will make up the difference by charging more and more to middle class families with private
insurance. While the elderly and poor have increasing difficulty gaining access 1o care, middle
class families will be hit with new cost shifts. By the end of this decade, middie class families
and businesses will be paying an additional dozens of billions of dollars, beyond skyrocketing
health costs, due to cost shifts caused by the Bush Plan,

Famiies USA » 1334 G Street, NW © Washington, DC ¢ 202/737/6340 » fax 202/337-2417
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The Bush Health Plan: Viclating the Hippocratic Osth » page 3

As jllustrated by the graph below, health insurance premiums of $6,000 a year ($500 a
month) for a low-income family in 1991 would amount to $13,072 in the year 2000. Even with
the $3,750 voucher, that family would pay $9,322 for health insurance, more than one and
one-half times current costs.

-

[y

The Bush Health insurance Voucher
Poor Famlliss Are More Vulnerab
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Tax subsidies—whether in the form of vouchers, tax credits or tax deductions—have proven to
be an ineffective means of guaranteeing health insurance coverage. Those without insurance are
reluctant to take on the expense unless they have confidence that they will be able to afford the
insurance in the future.

»In 2 New York experiment—where firms with less than 20 employees could qualify for
50% premium subsidies—only 12% of eligible firms accepted, and one study showed that
75% of those firms would have sought insurance without the subsidy. These businesses cited
lack of cerainty about future tax credits and escalating health costs as the reason for their
reluctance o take advantage of the subsidy.

Dismantling Medicaid—The Medicaid program for low-income Americans is already seriously
underfunded. Many doctors and hospitals refuse to see those with Medicaid coverage because
payments are so Jow, President Bush is proposing to further cut funds for the program, and give
low-income Americans vouchers to buy private health insurance.

» Since administrative costs for private insurance average 15% as opposed to 3% in the
Medicaid and Medicare programs, this takes money away from health services to needy
Americans and puts it in the pockets of insurance companies for their paperwork, profits,
and overhead. The vouchers will only be enough to purchase “barebones™ policies.

Famiies USA » 1333 G Street, NW = Washington, DC * 20/737/6340 * tax 202/347-2417
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The Bush Huslth Plan: Viclating the Hippoeratic Oath s page 4

The result will be that low-income Americans will be forced to purchase policies offering fewer
benefits than the Medicaid program. By the year 2000, the voucher will purchase even less, as
the value of the voucher is dwarfed by double-digit increases in the cost of health insurance,

Insurance Reforms—The President claims that he is making private health insurance available
to all regardless of their health status.

‘The President’s insurance “reforms™ will do nothing to,help self-employed individuals who
must purchase non-group insurance or most mdlvxduals in small groups where the employer does
not provide health insurance benefits.

» The President’s proposed “reforms™ leave the non-group insurance market untouched.
Individuals with pre—existing health conditions seeking to purchase insurance on their own
will still be denied coverage.

»The President claims that his proposal will enable individuals in uncovered smell groups
to get insurance at group rates. However, in order to qualify for coverage at group rates,
most individuals in the -group have to purchase. the coverage. Such coverage is not
zffordable for most employees of small businesses.

President Bush’s insurance “reform™ does nothing to control the underlying causes of health
inflation. His insurance reform will not require insurance companies to charge all groups the
same rates and increase their premiums at the same rate regardless of their health status. His
insurance “reform™ will not make insurance affordable and, therafore, available to those who
cannot currently afford it.

Etfectiva Reform

In order to effectively control health costs and guarantee all American health insurance, the
Bush Plan would have had to include: a national health budget based on negotinted payment
rates for doctors and hospitals; requirements that all insurers charge all groups and individuals
the same rate, thereby reducing insurance administrative costs; & process to limit duplicative
technology; and a provision for all Americans to get affordable health insurance. The President's
proposal did none of these, and the result will be skyrocketing health costs that are less and less
affordable to middle class Americans.

USA e 7 G Street, NW » Wa. , DG © 202/737/i * fax 202/337-241
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U.S. HOUSE OF REPRE'SENTATIVES
COMMITTEE ON BANKING, FINANCE AN_D URBAN AFFAIRS
by '
Gilda Haas )
COMMUNITIES FOR ACCOUNTABLE REINVESTMENT

February 10, 1992
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Communities for Accountable Reinvestment (CAR) is a coalition of grassroots
community organizations and one municipality who are committed to advocacy for
responsible banking practices in their communities. CAR and its members are
particularly concerned that the banking institutions doing business in Los Angeles
and other Southern California communities meet their responsibilities under the
Community Reinvestment Act. I am here today to present our research and concerns
regarding the implications of the proposed merger between Bank of America and
Security Pacific banks for our communities.

Our organization’s strength is in our grassroots constituencies’ ability to share
diverse experiences and develop comunon strategies. Two of our member
organizations are represented here today to discuss particular concerns of
constituencies they know the most about. To avoid repetition, I will simply state that
all of these concerns are embraced by the entire CAR coalition. Our coalition is
comprised of the Black Employees Association, the City of West Hollywood, Civic
Center Barrio, the Coalition for Economic Survival, Concerned Citizens of South
Central Los Angeles, Esperanza Community Housing Corporation, Fair Housing
Congress of Southern California, Fair Housing Program of Riverside County, Little
Tokyo Service Center, Southern Christian Leadership Conference, Ward Economic
Development Corporation, and the West Hollywood:-Community Housing

Corporation.

52-194 0 - 92 - 6
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Bank .of America’s stockholders report regarding the merger explains that the
bank "expects to achieve substantial operating cost savings...primarily through
reductions in staff, the ‘consolidation and elimination of certain branches and office
facilities and the consolidation of certain data processing and" other back office
operations.” According to the report, these cost savings are expected to reach $1.2
billion within the first three years of the merger. These so-called savings translate
into burdensome and unwelcome costs to our communities. It is expected that the
merger will directly cause the loss of 20,000 jobs, and that at least half of these layoffs
will.occur in Los Angeles. An additional 5,000 layoffs are anticipated from the
merger’s ripple effects — the loss of jobs at the law, advertising, accounting and other
firms which currently handle Security Pacific business.

In communities like South Central Los Angeles, many branches have already
abandoned the community over the past decade, and today check cashing businesses
outnumber bank branches seven to one. The impact of further branch closures and
the loss of additional services in this and other low income and minority
communities is almost unimaginable.

It has been also estimated by real estate analysts that the merger will unleash 2
billion square feet of vacant office space into an already glutted commerdial real
estate market -- much of it in the Los Angeles area where Security Pacific is
headquartered.

However, the most frightening aspect of the merger to my organization is the

prospect that these two banks which have consistently redlined and disinvested in
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minority and low income communities may soon have an increased position in the
market. To understand this fear, it is important that this Committee understand what
the Los Angeles lending market looks like, how Bank of America and Security Pacific
distribute loans across this market, and how this compares with other lenders. CAR
has conducted several studies relevant to these issues which'I will briefly summarize
here.

The first study attempts to define the Los Angeles market by analyzing the
number of all 1-4 unit home mortgage loans, both government insured and
conventional, made by all lenders in Los Angeles County in 1990. Using the
County’s aggregate lending of 67,643 mortgages as a baseline description of the
market, we then divided the loans into sub-markets defined by the income
characteristics and racial composition of census tracts. The study then positioned
Bank of America, Security Pacific, and for purposes of comparison, Great Western
Bank, within these markets.

As indicated in Figures 1 and 2, the study shows a consistent and dramatic
decline in Bank of America’s and Security Pacific’s lending as communities become
less affluent and increasingly minority. Using Great Western Bank — one of the
largest and healthiest lenders in the State — as an example, the study also shows an
how an alternative approach to the L.A. market can produce greater opportunities for
communities. For example, Figure 1 shows that like Bank of America, Great
Western’s share of home loans to high income census tracts is about 9%. But in stark

contrast to Bank of America and Security Pacific, Great Western’s market share




160

increases to 24% in low and moderate income census tracts while B of A and Security
Pacific’s drop to 3.5% and 1.3% respectively.

Bank of America and Security Pacific’s lending falls precipitously as
communities become increasingly minority. For example, Bank of America, which has
a 6.6% share of the overall County’s market, has an 11% share of lending to
communities that are primarily white. But, in communities that are 80%-100%
minority, B of A’s market share is a negligible 2.7% -- less than one-fourth its share of
home loans in overwhelmingly white communities. Security Pacific has a smaller
market share in all categories, but its lending patterns virtually mirror those of Bank
of America.

B of A and Security Pacific’s lending performance is even more unacceptable
when compared to the current demographic composition of Los Angeles County,
which according to the 1990 census is now 60% minority (see Figure 3).

The region’s demographics are of course also an important indicator of the
market, and here again Great Western provides an example of how lending consistent
with the community’s composition can also be profitable. In direct opposition to
Bank of America and Security Pacific’s figures, Great Western’s 6.2% market share in
neighborhoods which are almost entirely white jumps to 29.4% in communities that
are overwhelmingly minority.

In another study, CAR defined the market on the basis of where one to four
unit buildings are distributed among the County’s sub-markets defined by the

income and racial characteristics of census tracts. The first task here was to compare

“
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the distribution of loans made by all lenders to the location of all one to four unit
buildings in the County. As indicated in Figures 4 and 5 there is a surprisingly good
fit between the location of buildings and the distribution of lending across census
tracts classified by income, and to a somewhat lesser degree across census tracts
classified by racial composition.

Here, the greatest gap is found in census tracts which are 80-100% minority.
Approximately nineteen percent of the one to four unit buildings are located in these
census tracts which receive only about twelve and a half percent of the loans.

- These inconsistencies, however are negligible when compared to the lending
practices of Bank of America and Security Pacific. As shown in Figure 6, Both banks
allocate disproportionately small numbers of loans to low and moderate income
communities. Although 27% of the County’s one to four unit buildings are located in
these neighborhoods, these census tracts only receive 12% of Bank of America’s and
13% of Security Pacific’s mortgage loans. At the other extreme, upper income.census
tracts receive more than their proportional share of loans. These census tracts contain
30% of the one to four unit buildings, yet receive 45% and 46% respectively of
mortgages made by Bank of America and Security Pacific.

Both banks also exhibit severe racial disparities when their lending patterns are
juxtaposed to the market. As shown in Figure 7, only 8% of the County’s one to four
unit buildings are located in white census tracts with: less than 10% minority
populations. Yet 18% of Bank of America’s and 19% of Security Pacific’s home

mortgages are made to these tracts. While 19% of the County’s one to four unit
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buildings are located in census tracts which are 80-100% minority, only 5% of Bank of
America and Security Pacific’s loans are made in. these neighborhoods.

Because the concept of reinvestment assumes a view of the flow of cash into
communities, it is also useful to examine not only the number of loans made by the
banks, but also the dollar amount that these loans represent. Itis here that lending
disparities become the most dramatic. Figure 8 shows that low and moderate
income neighborhoods which contain 27% of L.A.’s one to four unit buildings, receive
only 6% and 8% respectively of Bank of America and Security Pacific’s loan dollars.
In stark comparison, upper income census tracts, which contain 30% of the subject
buildings, receive 63% of both Bank of America and Security Pacific’s loan dollars.

Figure 9 shows that racial disparities in lending by both banks show similar
patterns. White neighborhoods - those with less than 10% minority populations —
contain 8% of the one to four unit buildings, yet receive 32% and 35% of Bank of
America and Security Pacific’s loan dollars. Minority neighborhoods -~ those with
80%-100% minority populations -- contain 19% of the building market and receive
only 2% of Bank of America’s mortgage dollars and 3% of Security Pacific’s.

These studies provide powerful evidence that Bank of America and Security
Pacific’s lending practices contribute to keeping poor:communities poor and minority
communities underdeveloped. We have seen that both banks’ lending patterns are
entirely inconsistent with three objective market descriptions - the demographics of
the region, the distribution of all mortgage lending throughout the County, and the

geographic distribution of housing throughout the region’s sub-markets. This means
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that Bank of America and Security Pacific are working against all three market
tendencies to accomplish their enormous racial and class disparities in lending. It
seems doubtful that in such a competitive banking environment that these results can
be accomplished without an aggressive program to do just that - to target affluent
white customers, to compete for their business, and to ignore the much larger market
for smaller, yet profitable, loans. .

£~ Bank officials will use the logical argument that the tremendous dollar
disparities in lending exist because housing in higher income neighborhoods simply
cost more, so loans in those communities will show higher dollar values. But there is
no law which dictates that low income communities may not receive more smaller
loans than higher income communities. This is only the preference of Bank of

:

America and Security Pacific’s business ‘plans.

With this in mind, it may be helpful to revisit Great Western’s more.-.e;luitable,
yet profitable, lending patterns. Figures 10 and 11 show that the dollar lending
patterns of this bank are very consistent with the objective conditions of the L.A.
market. Low and moderate income neighborhoods contain 27% of the building
market and receive 29% of Great Western’s loan dollars. Middle income
neighborhoods contain 43% of the building market and receive 46% of the bank’s
loan dollars. Upper income tracts contain 30% of the buildings and receive 24% of
Great Western’s loan dollars. Here is a case where inconsistencies with the market
are slight, and when they appear, they favor communities that need loans the most

and are less favorable to affluent communities.
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By racial characteristics of census tracts, we find a similar fit between the
distribution of Great Western's loan dollars and the distribution of buildings. Tracts
with less than 10% minority populations house 8% of. the County’s one to four unit
buildings. Here, Great Western places 6% of its loan dollars. And, in tracts with 80-
100% minority populations, which contain 19% of the County’s one to four unit
buildings, Great Western has invested about 19% of its loan dollars. Great Western’s
lending patterns seem. to be entirely consistent with the spirit and letter of the CRA,
in part, because their lending is consistent with what is out there~in our community.
This_makes a lot of sense to Communities for Accountable Reinvestment.

What does not make sense is that in the face of all these facts, Bank of America
has received an "outstanding" Community Reinvestment rém'ng from its regulatory
examiners at the Office of the Comptroller of the Curren"q‘.r. We at CAR find this
absolutely remarkable. We respectfully request that your Committee investigate the
examination process that was used to deliver such an opinion. We have much more
research and data regarding these banks and would be pleased to assist bank
regulators in efforts to accomplish more complete and realistic assessments.

I would like to present two other points of information which are relevant to
an assessment of the merger’s impact on our communites. The first relates to the
issue of branch closures connected to the merger. In our discussions with Bank of
America, bank officials have promised not to create any "new" underserved
communities as a result of the merger. I would submit to you that it is too late for

this to be a meaningful promise. CAR has reviewed the branch closures which have
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already occurred in the City of Los Angeles by both banks between 1980 and 1989,
and finds patterns of discrimination similar to those presented above with respect to
lending. During this period, Security Pacific closed 21 branches and Bank of America
closed 30. As shown in Figure 12, 71% of Security Pacific closures and 67% of Bank
of America’s were in low and moderate income communities. ‘None of Security
Pacific’s closures and only four of Bank of America’s closures were in upper income
neighborhoods. And, Figure 13 shows that 52% of Security Pacific’s branch closures
and 30% of Bank of America’s occurred in neighborhoods which are 80-100%
minority, while only 10% and 7% respectively of Security Pacific and Bank of
America’s closures took place in communities that have less than 10% minority
populations.

In view of this history, it seems appropriate that Bank of America consider
mechanisms to address past inequities by opening and reopening branches in
underserved communities as part of its consolidation efforts related to the merger.

Finally, it seems important to understand that redlining by both of these
institutions have contributed to the creation of communities that are starved for credit
and financial services. The absence of responsible lending by Bank of America and
Security Pacific has created large markets for loan sharks and unscrupulous lenders
who seek to steal our communities’ wealth through equity rip-off schemes and other
rackets. Some preliminary research has uncovered the fact that one of these banks -
Security Pacific - has been financing some of the worst fraudulent lenders who prey

upon the very communities that are most underserved by the bank. We hope that
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you will join us in our demand that such practices be reversed in the future, so that
honest credit-worthy homeowners will be granted credit opportunities-and-

unscrupulous businesses will not.

10

o
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Figure 1

L.A. MSA 1990 HMDA Home Purchase Loans
Market Share by Income Characteristics of Census Tract
Total Home Purchase Loans in MSA = 67,643
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Figure 2

-L.A. MSA 1930 HMDA Home Purchase Loans
Market-Share by Racial Composition of Census Tracts
Totat Home Purchase Loans in MSA ='67,643
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Figure 3

L.A. County Population by Racial Groups
Total Population: 8,863,164

Asian (10.2%) Cther (0.2%) 21,327

Black (10.5%)
Nat Amer (0.3%)—%4&
29,159

3,618,850

Hispanic (37.8%

~

Source: U.S. Census, 1990
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Figure 4

L.A. Home Loan Market
Location of 1-4 Unit Buildings and Distribution of All Home Loans
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Figure 5

L.A. Home Loan Market
Location of 1-4 Unit Buildings and Distribution of Ali Home Loans
(by Ractal Characteristics of Census Tracts)
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Figure 6

L.A. Home Loan Market
Location of 1-4 Unit Buildings and Distribution of B of A and Sec Pac Lending
(by Income Characteristics of Census Tracts)
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Figure 7

L.A. Home Loan Market
Location of 1-4 Unit Buildings and Distribution of B of A and Sec Pac Home Loans
(by Racial Characteristics of Census Tracls)
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Figure 8

C

L.A. Home Loan Market

Location of 1-4 Unit Bldgs and Distribution of B of A and Sec Pac Home Loan Dollars
{by Income Characteristics of Census Tracts)
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Figure 9

L.A. Home Loan Market
Location of 1-4 Unit Bldgs and Distribution of B of A and Sec Pac Home Loan Dollars
(by Racial Compaosition of Census Tracts)
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Figure 10

L.A. Home Loan Market
Location of 1-4 Unit Buildings and Distribution of Great Western Home Loan Dollars

{by Income Characteristics of Census Tracts)
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Figure 11

L.A. Home Loan Market

Location of 1-4 Unit Buildings and Distribution of Great Western Home Loan Dollars
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Figure 12

City of Los Angeles, Branch Closures, 1980-1989
: (by Income Characteristics of Census Tracts)
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Figure 13

City of Los Angeles, Branch Closures, 1980-1989
(by Racial Characteristics of Census Tracts)
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TESTIMONY PRESENTED BY CARLOS JACKSON
EXECUTIVE DIRECTOR
LOS ANGELES COUNTY COMMUNITY DEVELOPMENT COMMISSION
BEFORE HOUSE OF REPRESENTATIVES
COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS

February 10, 1992

Mr. Chairman and distinguished members, | appreciate the courtesy you are extending
to Los Angeles County in permitting me to submit this written testimony.

The Community Development Commission (CDC) is the agency in Los Angeles County
which is responsible for housing, redevelopment, community and economic development
programs. We administer the largest urban county Community Development Block Grant
(CDBG) program in the nation and we are the second largest housing authority west of
the Mississippi.

Affordable Housing Needs

That Los Angeles County is one of the most expensive housing areas in the
country is not news. The median price of a single family home is $206,000. That is more
than twice the national average. Only 24% of the households in this county can afford
an average home. The ramifications of such high housing costs upon low-income
households are profound.

- Of the 200,715 households receiving food stamps in the County, 38% pay 51%
to 79% of their income for rent and utilities while another 23% pay 80% or more of their
income for rent and utilities.

. The median rent in the County rose 132% in the last decade. That is nearly twice
the inflation rate.

. The 1991 production of apartments in Los Angeles County was the lowest since
1845. Compounding that problem is the County’s 18.5% increase in population in the
past decade compared to the 10.3% increase nationwide.

. There are 110,466 people on the County Housing Authority’s Section 8 waiting list.
The City Housing Authority reports equally long lists of applicants with a five-year wait not
uncommon.



182

. The Southern California Association of Governments (SCAG) estimates 618,528
households, 21% of all househelds in the County, are paying more than 30% of their
incomes for rent. Add to that number those thousands who are homeless and the
impoverished illegal aliens living in garages and other substandard units.

. Of the 93,000 additional units needed by the year 2000 to meet the growing ssnior
population in the County, 88% will need to be affordable to low- and moderate-income
housing.

The 1990 Cranston-Gonzalez National Affordable Housing Act gave a needed boost to
housing in this country. However, Congress can create additional incentives to investors
to stimulate construction of affordable housing. Some examples:

. Make permanent the tax-exempt housing revenue bond program for single and
multifamily dwellings.

. Allow waivers of federal regulations in order to increase the affordable housing
supply.

. Loosen restrictions on the banks on lending development money and permanent
financing for affordable rental housing.

. Provide legislative priority for credit enhancement such as FHA insurance and
Federal Home Loan Bank letters of credit that are used for multifamily bond-financed
projects. M

Emergen ommunity Development Act of 1992

We comimend Chairman Gonzalez for recognizing the value to the economy in general
and to the communities who would directly benefit from passage of the Emergency
Community Development Act of 1992,

Our public works department has up to $400 million dollars worth of projects that could
be implemented immediately. These projects include public improvements such as
streets, sewer lines, aviation projects, flood control and potable water supply. The CDC
also has projects that need off-site improvements associated with affordable housing
projects.

The CDC would have no problems expending the additional funds if some of the current
restraints currently in place for the CDBG Program were waived for this one time
allocation. The exemption from the 70% low-mod overall benefit would be helpful as
would raising the cap on public service from 15% to 24%. The relaxing of the rule on
improving buildings used for the general conduct of government would be especially
helpful.
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If this legislation were enacted in April 1, we could obligate the funds within 90 days to 12
months. The CDC could meet the 24 month deadline for expenditure of funds. We would
do the following public service projects:

Job Training/Retraining

Health Care and Education

Crime Prevention

Drug Abuse Treatment and Rehabilitation
Child Care

Education and Recreation

We do not believe there is any cause for concern in waiving the national objective of
low/mod benefit in this instance. Many of the projects we would implement would be
eligible under Slum and Blight, Health and Safety or Code Enforcement. Another example
where this would be beneficial is in some job creation/retention projects for small
businesses where the owner provides one or two jobs and can reach 50% low/mod but
not 51%. In fact, the 51% requirement often prevents certain public improvement or
neighborhood facilities from being improved because the service area is not 51%
low/mad. even though the project provides services to low/mod persons in poverty
pockets of that service area.

Modifications to the existing CDBG law or regulations would be appropriate to facilitate
the fastest expenditure of these funds. These include:

. Amend Section 105 (a) (14) of the Act to permit loans to public, non-profit entities
(redevelopment agencies) and cities, both entitliement and small cities of Urban County
consortia (participating cities of urban counties). This change needs to be accomplilshed
immediately to generate projects that enhance economic development and job creating
opportunities. Recent Department of Housing and Urban Development Inspector General
interpretations of Community Development Block Grant regulations severely limit the use.
of float loan funds to nonprofit and for-profit entities. That means the County cannot
continue to issue float loans to a redevelopment agency, a housing authority, or a city
within the County. These restrictions will impede implementation of large projects which
enhance economic development. Present tight credit conditions will also be exacerbated.
HUD previously allowed such loans to be made; this useful approach should be
continued. Attached are examples of CDC’s past use of float loan funds.

. Armend Davis-Bacon Act to increase the threshold from $2,000 to $200,000. The
$2,000 threshold was determined in 1937 and has never been upgraded to match today’s
economy.

. Eliminate or soften the "necessary or appropriate requirements in 24 CFR Section
570.203 (Special Economic Bevelopment Activities). Even though this rule was amended
due to the Cranston-Gonzalez Affordable Housing Act, the Department of Housing and
Urban Development has taken the posture that it should be continued.
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. Clarify the language in 24 CFR Section 570.500 relating to program income and
revolving loan funds to permit revolving loan funds to be used and earn interest.

. Reinstate lump sum draw-downs and escrow accounts for revolving loan funds.

. Enlarge-the eligible activities allowed under 570.204 (c) (2) Special Activities by
Certain Sub-recipients so that entitlements could provide business assistance, not just
physical rehabilitation to businesses. This need is especially true for small businesses
who provide two-thirds of all jobs in the United States.

. Maintenance of Effort - Due to the dire fiscal situation in the States, counties and
cities across the nation it would be helpful to be able to use CDBG funds to carry out
CDBG eligible activities that have been previously funded by local government general
funds. Currently, entitlements have to request a waiver from HUD and provide a great
deal of data to prove that the requested service is above and beyond the regular service
provided by the Jurisdiction. This is a very long and complicated process and is usually
disapproved.

. Enterprise Zones - Allow us to fund projects in enterprise zones even if they are
not in development areas. The tax incentives provided under the enterprise zone
program has not proven to be enough to make these a viable activity. We should also
be allowed to provide funds for business relocation.

. We are still in favor of removing certain items from the 20% administrative cap.
Since the federal government requires assistance to minority and women-owned
businesses and Fair Housing activities, they should be eligible activities. The Fair Housing
requirements in a large Jurisdiction can become a very costly item. It is our strong belief
that technical assistance to nonprofit entities for neighborhood revitalization and
community economic development should be an integral part of the program costs of
these types of projects. It does not good to improve the physical structure of a business
if the owners and staff are naive and need a good deal of assistance in how to operate
a business.

Thank you again for allowing me to bring these important issues to your attention.



Purpose:

Amount:

Rate:

Tarm:

Security:

Prepayment
Covenant:

HUD
Eligibility:

HUD National
Objectiva:

urb A e

Acquisition and/or construction of public improvements in
downtown Burbank.

$12,000,000 authorized. $7,718,766 drawn down (7/16/90).
Six percent fixed.
Two years with possible two year extension.

Double A rated, irrevocable, callable on demand, direct
pay letter of credit.

In the event funds are not available in the Float Loan
program and a participating City has a fundable and
eligible project, borrower agrees to prepay the loan on
demand.

Acquisition and public improvements both eligible under
Section 570.201.

Elimination of slums and blight under Section 570.208.
Blighted structuraes causing blighting conditions will be
denolished and new, standard structures will be erected on
sites acquired or public inprovements will be constructed
on other cleared sites.
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Amount:
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HUD )
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HUD National
Objective:

186

Acquisition of 3.75 acres of land for a shopping center in
Maywood.

$2,318,628
Fixed rate of 7.5 percent.

Original term was one Yyear. Extended one year and in
process of being extended one more year.

Double A rated, irrevocable, callable on demand, direct
pay letter of credit.

-

Acquisition eligible under Section 570.201.

Benefit to low- and moderate income persons (Job Creation)
under Section 570.208.
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Amount:
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HUD
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HUD National
Objective:
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Float Loan

Land acquisition by Hawthorne Redevelopment Agency for a
75 unit Section 202 housing project.

$513,825
Seven (7) percent fixed.

Eighteen (18) months with possible six (6) months
extension at Commission's opticn.

Al grade irrevocable, callable on demand direct pay letter
of credit.

-
»

In the event funds are not availabla and a participating
city has a fundable and eligible float loan project,
borrower agraes to prepay loan on demand.

Acquisition eligible under Section 570.201.

Low income benefit under presumed benefit for elderly or
digabled in a Section 202 housing project.



Purpose:
Amount:
Rate:
Term:

Security:

HUD
Eligibility:

HUD National
Objectivae:
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Acquisition of 13 acres in downtown redeveloprment project.
$7,000,000 (later reduced to $6,086,795).

6 percent (22 months) & 9 percent (5 months).

Two and one half years, as extended (repaid 7/14/90).

Double A rated, irrevocable, callable on demand, direct
pay letter of credit.

Acquisition eligible under Section 570.201.

Elimination of Slum and Blight under Section 570.208.
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PREPARED STATEMENT OF MICHAEL LEDO

UNEMPLOYED PRODUCTION MANAGER, TITAN INDUSTRIES

How the Recession has Affected Me

Since May of last year I have been looking for work with no suc-
cess and very little response. I have used up what savings I had
and all severance and vacation pay that 1 had accrued. I am now
using the money from my retirement fund to pay my mortgage and
other bills. I can no longer afford health insurance and should I
have to use all my retirement funds I’11 not only lose my
house—-—-but also my wife and son, who operate a family daycare,
will no longer have a base for their business.

By Dctober of last year I had assessed my chances of finding
employment in manufacturing as a manager as slim, based on the
number of unemployed in this sector and my lack of a college
degree. ’

While I had gained experience working with the regulations in 29,
40 and 49 CFR and the corresponding State regulations. I found I
lacked some of the training and certifications required. I felt
this training necessary in order to make the cross over into
environmental and safety management where my knowledge and expe-—
rience could be put to use.

Hazmat Training

It was around this time that I was contacted by UAW-LETC about
the HAZMAT training program at West Los Angeles College. I found
I learned much from this intense training program and it was
beneficial to be instructed by pecople who are involved in the
enforcement and compliance of the regulations.

I believe that there is a need for more training programs. We need
to identify industries where there is a demand for a trained work
force. We need to provide training to workers in aero-space, the
automotive and other troubled industries. And we need to provide
some incentive for industry to use these workers. Because, all

the training and knowledge that has been gained is of little
value if it cannot be used.

One of the major obstacles that has limited many of the partici-
pants of this training is the lack of a college degree. Are

we such a "degree-oriented" nation, that training and experience
without a degree has so little value?

As to what I feel can be done to help.
First of all, waive the penalty for early withdrawal of the 401K
plan. I feel that not having these funds available when I retire

is penalty enough.

Second, look for experience and training as a criteria for hiring
people, not age or lack of a sheepskin.

52-194 0 - 92 ~ 7
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Third, Set up a temporary agency to help the "Medium Sized"
companies comply with regulations and train employees. These
companies <cannot afford to have a "full time” employee dedicated
to this task. This would create jobs and help industry, workers
and the environment.

My hopes for the future.

I remain optimistic, for I feel the training I received.at West
LA College and the continued assistance from UAW-LETC in tracking
down leads will soon have me back at work.

Finally,.lets stop being Democrats and Republicans, let’s Just ,
be Americans and get this country going again!

Michael R. Ledo .
6216 Melia St. ’
Simi Valley CA. 96063

]
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PACIFIC CREST MORTGAGE CORPORATION

Landau Plaza, 88100 Remon Road, Sulte G-8 « Cathedral Clty, OA 82234 » Tal (818) 324.2598
Fax (819) 321-8081

- ? STATEMENT
OF
PACIFIC CREST MORTGAGE CORPORATION
IN )SUPPORT OZ

PROPOSED ECONOMIC éTlM'JL/ S LEGISLATION
/ ]

H.R. 4073
(with modificatiors as noted)

FEBRUARY 6. 1992
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PACIFIC CﬁEST MORTGAGE CORPORATION

Landau Plaze, 68400 Ramon Road, Sulta C-8 « Cathedral City, OA 82234 « Tel (619) 324-2589
Fax (619) 321-8081

In recognition of the need for the snactment of stimulus
legislation to spur a housing~led economic recovery, Pacific
Crest Mortgage Qorporation wishes to submit the following
statement’' in support of proposed bill H, R. 4073, Emergency
Community Development Act of 1992.

According to statistics kept by the National Asscciation of
Home B8uilders, housing. starts are at their lowest level
since’ 1945, The total construction job losses in the two
year periocd ending December 31, 1881 pave sxceeded 682,000.

Under the terms of H. R. 4073, $i5.8 Billion 1is proposed
for housing and -<community development programs. This
appropriation is8 estimated to result in a $29.1 billion
economic stimulus, and crsation of 3/4 millien new jobs.
$108 million is proposad as an sdditional appropriation for
FmHA Rural Housing Direet Loan Program.

Under the 1881 - 1992 appropriations $350 .million was
established for the .unsubsidized portion of the FmHA
Quaranteed Rural Housing Loan Program. This allows
government insured, non-subsidized locans to be funded and
made availabtle by the‘mortgegc banking {ndustry.

We are reguesting that an additional %350 million be
appropriated for the subsidized portion of <the FmHA
Quaranteed Rural Housing Loan Program. Under this program,
6,636 Single Family Homes will be buiilt. This will result in
11,192 jobs, and generate .wages of $325 million, with a tax
impact of $13 million.

Moreecver, this program serves ovar. the long term as an
economic lever which enables Americans who live on the
"edge" to 1ift themselves sbove the subsistence lavel.

- When our borrowers coms to us, they are spending up to ons
half of their income for what .is often substandard rental
housing. This is true for borrowars whose income places them
technically in the middle-income classification, as well as
for those who are considered, by virtuye of income, to be
among the nations' peor.

When a family is able to invest in their own home, their
mortgage payments may also consume a aignifielnt portien of
their inceme. That 'proportion dscreases as time passes and
income ¢limbs. Not only does their pereonal financial
situation improve, but individuals who do no%t have to mset
climbing. rent payments have mere disposable income
available ‘for expenditure in alternate segments of the
aconomy .
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On a more present, short term basis, the injection of
increased approprigsticns into the economy through tRe FmHA
Subsidized and Unsubsidized Guarantesd Rura)l Housing Loan
Programs can provide quick emergency relijef measures to a
lagging construction industry.

New home construction must conform to FmHA specifications
before they c¢an be purchased using mortgages available
through any of the FmHA loan programs. However, under the
FmHA Direct Loan Program, much of the burden of assuring
that new construction mests agency rsgulatory requirements
falls directly upon the FmHA County Supervisors and staff.
These individuals must conduct all appraisals, plan checks.
and construction inspections, as well as process, unhderwrite
the loan, draw loan documents, fund the lean, and service it
over the life of the loan.

Under the AQuarantsed Rural Housing Loan Programs, the
mortgage banking industry handles all tasks described above,
with the exception of actually underwriting the lcan. While
this results in a shift in administrative workload for the
FmHA County Supervisors, it also results in expedited
service to the builders and bhorrowers. Multiple approved
FmHA lenders have the ability to funnel these emergency
funds into the construction sector at a greater rate than is
possible through. an understaffed and ovarworked
administrative agency.

I'n conclusion, the economic advantages of these programs are
clear~~the intangible impact remains~-the forgotten borrower
for whom government insured locan programs were designed. As
an experienced mortgage ‘banker we can attest to the
viability of these borrowers., This programs represent an
investment in the economy, and an investment in hardworking
Americans who will be able to pass this work ethic on to the
next generation--our future.
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I :, PACIFIC CREST MORTGAGE CORPORATION

N tandau Plaza, 68100 Ramon Road, Suite'C-8 « Cathadral City, CA 92234 « Tel (619)324-2599
Fax (619) 321-6081

February 24, 1992

Mr. Clyde L. Johnson, President
BLACK EMPLOYEES ASSOCIATION
5462 Crenshaw Boulevard

Los Angeles, Ca 90043

Dear Mr. Johnson,

Although I was not able to meet with you personally at the Banking and Finance
Committee hearing in Los Angeles, I did hear your testimony and I can empathize -
with your frustration toward the system.

In establishing your full service credit union, I'm assuming you are interested

in becoming involved in the home loan market. I am writing to offer my assistance
in providing help in qualifing for and completing the forms for FHA - Title I

and II, VA,FNMA and Freddie Mac approval for your credit union, Additiomally, I
would be willing to assist in training your staff to process the loans.

As I said, I can empathize with your situation. Ten years ago when I started this
company, I too was frustrated by the "road blocks”, and if I can in any way smooth

the path for you, I.woild be more than happy to help. Additionally, if your situation
is such that you are not immediately ready to be a direct lender, I would

be happy to talk with you regarding the possibilities of your being a correspondent

of Pacific Crest. We would then process, fund and close the home loans for you until
such a time your staff is prepared to provide complete mortgage services to your
depositors.

I would be pleased to talk with you at your convenience. Please feel. free to
phone me at (619) 324-2599.

Singerely,
*

@fm/v‘?(}%é/

4

DPavid Q Taylor

President

DQT:tls

cc: Hon. Henry Gonzales
Hon. Maxine Waters
Hon. Esteban Torres
Eric North
Tom Adams
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SUBMITTED TO: The House Committee on Banking, Finance and Urban
Affairs for inclusion in the public record of
their hearing held in Los Angeles, California on
February 10, 1992

SUBMITTED BY: The Housing Authority of the City of Los Angeles
515 Columbia Avenue
Los Angeles, California %0017
Joseph Shuldiner, Executive Director
(213) 484~

The Housing Authority of the City of Los Angeles submits the
following comments on issues. within the purview of the Committee.

1. Vacancy Reduction in Public¢ Housing

We support the proposal contained within H.R. 4073 for the
expenditure of $2 billion for the reduction of vacancies in
publlc housing. This authority currently ‘has a vacancy rate of
1.5% in its 17 large public housing developments, scattered
family sites and senior buildings, which .combined total 8,800
units.

Vacancy rates have been systematically reduced to their
current levels through the expenditure of additional resources
aimed, at ameliorating the conditions that often make the leasing
of public housing units difficult. oOur most notable success was
a program called "The Greening of Jordan Downs."

That program, which began in 1990 and lasted 12 months,
reduced vacancies from approximately 25% to about 3%. The Jordan
Downs effort concentrated additional manpower and materials that
totaled approximately $750,000. The project involved the light
rehabilitation and general refurbishing of areas of the
development that had fallen into general disrepair due to
vandalism, graffiti, and drug-related criminal activity. As a
result, these areas had very high vacancy rates (even higher than
the development~wide 25% rate). Specific activities involved
painting, window repair, landscaping, and additional security
lighting. En masse leasing was done to provide new renters with
heightened feelings of security. The program created employment
and other job related opportunities for more than 20 residents.

As successful as the Greening of Jordan Downs was, it came
at a price to this authority. The entire project was funded from
the conventional budget on an emergency basis, with. the result
that the authority’s budget reserves were reduced to very low
levels. The U.S. Department of Housing and Urban Development
will not allow the authority to recover those expenses, either
through the Performance Funding System (PFS) driven budget
process or through the Modernization grant process
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(CIAP/Comprehensive Grant). The authority’s low reserve level is
one of the main reasons that HUD, up until now, has refused to
1ift the designation of "“operationally troubled" or "troubled"
from this agency.

It is this authority’s experience that vacancy reduction
efforts work. They can result in public housing communities that
are more stable, safe and desirable to prospective renters. They
can also result in job opportunities for residents of public
housing, as well as for building trades and crafts persons. We
endorse this proposal wholeheartedly, asking only that some
consideration be given to earmarking funds to compensate PHAs for
verifiable successful efforts at vacancy reduction that were not
compensated for by HUD.

2. HUD’S CHANGING DEFINITION OF "“TROUBLED STATUS" FOR PHAS

There are currently 22 large public housing authority’s
nationwide that bear the HUD designation "troubled."™ This
authority is one of them. We were first designated a
“operationally troubled" PHA in 1987. That designation grew out
of administrative concerns and outstanding audit findings.
Neither at the time of that designation, nor at anytime before or
since, was there ever a question of our ability to own and
maintain public housing units or of our ability to fulfill our
mission of providing decent, safe and sanitary housing to low
income families. Our housing stock is not distressed and our
vacancies are lower than private market rates.

This authority has made diligent, good faith efforts to
answer and correct all HUD’s findings and concerns. Twice since
the original designation we have fulfilled (to our estimation)
all HUD’s requirements for ending our troubled status. But each
time HUD has changed the rules for lifting the designation. All
of the original administrative concerns and audit findings from
1987 have been satisfied, yet we remain designated as troubled.

out of the Cranston-Gonzalez Housing Act of 1990 came
regulations that finally standardized and made objective
questions of what constitutes a troubled housing authority.
These regulations, the Public Housing Management Assessment
Program (PHMAP), should, at last, restrain HUD from changing
definitions and keeping assessments more subjective than
objective. Such actions have tended to keep certain large
authorities (us among them) designated as troubled.
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Despite the advances made in PHMAP, this authority is
concerned that enough leeway may exist in the scoring system to
allow HUD to continue to steer the evaluation process toward
predetermined conclusions of troubled status for certain large
authorities. We are particularly concerned about recent
statements from the HUD Secretary and others in the
Administration that seem to indicate that determinations about
the continuing troubled status of some large authorities have
already been made. We call upon HUD to adhere strictly to
objective criteria in its PHMAP scoring and to immediately lift
the designation of troubled from any authority meeting or
exceeding the threshold score.

3. Mixed Populations in Senior Housing

This authority recognizes the need for adequate housing for
all seniors and disabled persons. We also recognize the
legitimacy of efforts that would allow certain housing to be
designated for senior citizens exclusively or for disabled
persons exclusively. We support such efforts that result in the
greatest comfort for all residents and that do not result in a
loss of housing opportunities for any individual or group. We
support prompt Congressional consideration of proposals that
address this issue.

4. Replacement Units for the Demolition or Disposition of
Public Housing

This authority supports the replacement ‘of demolished public
housing units and public housing units sold to residents with
newly constructed or rehabilitated units. We recognize, however,
that certain market and other considerations may make it
necessary that some portion of such replacement units be rental
certificates and vouchers.



198

LEGAL. AID FOUNDATION OF LOS ANGELES

5228 WHITTIER BOULEVARD ¢ LOS ANGELES, CALIFORNIA 90022 » (213) 266.-6550 - FAX #:(213) 265-0566

REFER TO:
February 11, 1992

Hon. Henry B. Gonzalez, Chairman

Committee on Banking, Finance and Urban Affairs .
U.S. House of Representatives

2129 Rayburn House Office Building

Washington, D.C. 20515-6050

Re: Written comments for Hearing Record on State of the Economy

Honorable Chairman Gonzalez:

I would like to thank you and Representatives Esteban Torres
and Maxine Waters for the opportunity to testify at the Hearing
on State of the Economy in Los Angeles on February 10, 1992. I
would like to take this opportunity to provide written comments
to the Committee and ask that these comments be made part of the
hearing record.

I am an attorney at the Legal Aid Foundation of Los Angeles,
a non-profit organization which provides legal services to
eligible low income people in Los Angeles. My area of practice
includes public and subsidized housing and in this regard I have
been providing legal and technical assistance. to tenants living
in subsidized housing, and to the tenant organizations that
represent them, for over 3 years. I am currently representing
the Los Angeles Countywide Alliance of HUD Tenants, represented
at the Hearing by Ms. Carol Berman and Mr. George O'Dell, and the
Mission Plaza Tenant's Union, represented at .the Hearing by
Theodora Rolette and Cecilia Martinez Guerra.

kS
The Countywide Alliance of HUD Tenants is a coalition of
tenant associations representing thousands of tenants living in
subsidized housing throughout Los Angeles County. The Alliance
was very active in the formulation of the Cranston-Gonzalez
National Affordable Housing Act and the Low Income Housing
Preservation and Resident Homeownership Act of 1990 (LIHPRHA).

The Mission Plaza Tenant's Union (MPTU) has represented the
residents of Mission Plaza Apartments, a 132 unit Section 236
building located in the Boyle Heights District of Los Angeles,
for over 16 years. The owner of the building has offered to sell
the building to MPTU.

¥
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Many of the tenants that I work with live in housing built
under the Section 221(d) (3) and 236 programs and face the threat
of expiring use of their federally subsidized mortgages=- that is
"prepayment.® ILos Angeles which has the nation's largest stock
of federally subsidized housing. There are approximately 40,000
units of this housing in the County of Los Angeles and 23,000
units in the City of Los Angeles, with approximately 10,000 units
facing prepayment within the next several years.! The buildings
in Los Angeles are clustered in several parts of the city, but
particularly in the central or mid city, the San Fernando:Valley
and Venice; these are high rent and high real estate markéts.

In 1990, the Congress passed the Low Income Housing
Preservation and Resident Homeownership Act, or Title VI of the
Cranston-Gonzalez National Affordable Housing Act, 12 U.S.C.
17151, under this Ccommittee'’s leadership. While this is a
seminal law, and a significant step toward preserving this very
important housing, there are still gaps in the law and other
major problems which will allow prepayment, especially in Los
Angeles. I am presenting these problems to this Committee with
the hope that you will continue your leadership in preserving
this precious stock of housing.

The law provides current owners with substantial
"incentives® to either stay in the affordable housing business or
sell to a preservation purchaser. The amount of the incentives
will be based on the appraised or "preservation" value of the
property but will not be over the "federal cost limits"™; these
cost limits are based on 120% of the HUD fair market rents (FMR)
for a particular area. This presents a unique problem for Los
Angeles and much of California, where the value of land is very
high. In fact, it is likely that the preservation value of a
great many of the subsidized buildings in the Los Angeles area
will be over the federal cost limits.

This problem would be exacerbated by a proposal in the
President’s budget that would reduce the federal cost limit to
100% of FMRs. This would be disastrous for Los Angeles and for
California; we would surely lose 1/2 of the buildings that I have
been speaking about. By HUD's own estimate, there would be some

23,000 people displaced by such a policy. v This proposal must be
defeated. -

' city of Los Angeles, Department of Housing Preservation
and Production.
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HUD has the discretion to provide grants to £fill the gap
between the preservation value and the lower federal cost limits.
This discretion will of course depend on the availability of
appropriations. If there is inadequate funding available, we
will certainly lose the housing.

A very special feature of Title VI is the requirement that
the building be offered to. a priority preservation purchaser,
namely a non-profit organization and/or a tenant organization,
where there is an intent to sell on the part of the owners I
have worked extensively with tenant associations that have the
political will and the organizational ability to purchase their
buildings. They will need help, however, in the form of capacity
building. or educational grants to assist them with the early
stages of the development process that a private lender will not
fund. Funding is necessary for tenant organizing and training,
organizational and project development, consultant fees etc.
While the City of Los Angeles has established a small grant
program to assist tenant organizations that are willing to
purchase their buildings, there is not enough money in this local
program to cover all of the anticipated expenses. The
administration's H.0.P.E. program ("Homeownership and Opportunity
for People Everywhere,"™ 24 C.F.R. Subtitle A, published at 57
Fed. Reg. 1558, January 14, .1992) would provide tenant
associations with planning grants, but only if they choose a
H.0.P.E. form of ownership. Unfortunately it appears that the
H.0.P.E. program would only fund non-profit acquisition where
there is a "homeownership plan® that is consistent with the
H.U.D. regulations (e.g.condominium or cooperative ownership)
while excluding other types of long term non-profit ownership.

If the tenants in a building endorse another form of non-profit
ownership, or choose to associate with another non-profit agency,
and to continue to operate the building as rental housing, their
choice should be respected by H.U.D. and funded accordingly.

Another inequity deserves this Committee's attention. One of
the incentives that is available under the law is a "241(f)
equity take out loan," which is basically a federally insured
loan. This incentive is available to both an owner that wants
to stay in the federal housing program and a preservation
purchaser. Unfortunately, the proposed H.U.D. prepayment
regulations would amortize the loan over a 20 year period for a
preservation purchaser while allowing an owner who stays in 40
years to pay off the loan. This is not fair and would hinder the
ability of non-profits and tenant associations from acquiring
these buildings. It will be hard enough to find money to £ill
the gap between the incentives and the actual cost of building.
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A shorter amortization period makes that task even more
difficult. I would suggest that this proposed regulation is in
violation of the spirit and intent of the original legislation
and I urge this Committee to urge HUD to change this proposal, or
to initiate legislation to change the regulation should it be
promulgated in this form.

Los Angeles needs substantial funding to preserve these
buildings in Los Angeles. I understand that this Committee and
the Congress are faced with fiscal demands from a variety of
cofipeting interests. However, I would submit to you, that
subsidized housing is a very precious resource that must be
preserved preserve. The amount of money required to save this
housing is far less than that which would be required to rebuild
it; it would also be far less than the social and economic cost
of dealing with thousands of displaced tenants.

once again, I would like to thank you for the opportunity to
address the Committee. I would be happy to answer any questions
or concerns that the Committee might have.

Sincerely,

David Etezadi
Attorney at Law

DE/ye

cc: Hon. Esteban Torres
Hon. Maxine Waters
Countywide Alliance of HUD Tenants
Mission Plaza Tenants Union
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TESTIMONY BEFORE THE HOUSE BANKING COMMITTEE
FEBRUARY 10, 1992
WITNESS: ROBERT OZUNA

PRESIDENT

NEW BEDFORD PANORAMEX CORP.

1037 W. Ninth Street
Upland, CA 91786

MR. ~CONGRESSMEN ¥

THANK YOU FOR THE OPPORTUNITY TO ADDRESS THIS COMMITTEE AND TO
PARTICIPATE IN THIS PANEL DISCUSSION.

BY PARTICIPATING TODAY, IT IS MY INTENTION TO' BETTER INFORM YOU,
AND HOPEFULLY, YOUR COLLEAGUES IN WASHINGTON, D.C. EXACTLY HOW
RECENT WORLD EVENTS, INCLUDING THE BREAKUP OF THE SOVIET UNION, THE
DOWN SIZING. OF OUR NATIONAL DEFENSE BUDGET AND THE AEROSPACE
INDUSTRY, AND THE PRESENT RECESSION ALL ARE SERIOUSLY IMPACTING
AMERICAN BUSINESSES AND THEIR EMPLOYEES. -
I PLAN TO USE AS A WORKING MODEL, MY COMPANY, NEW BEDFORD
PANORAMEX. HOWEVER, BEFORE DOING SO, YOU NEED TO KNOW SOMETHING OF
ME AND MY CREDENTIALS AS A SMALL MINORITY BUSINESS OWNER. I AM A
SECOND GENERATTION MEXICAN-AMERICAN. I WAS BORN IN MIAMI, ARIZONA,
AND MOVED TO EAST LOS ANGELES, CALIFORNIA IN 1940, AFTER MY FATHER
HAD PAST AWAY.

I SERVED IN THE ARMED FORCES FOR THREE YEARS BEGINNING IN 1946,
AND WAS HONORABLY DISCHARGED IN 1949.

AFTER LEAVING THE ARMY, I WORKED FOR 10 YEARS AT AN HOURLY WAGE AS

ES
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AN ELECTRICAL TECHNICIAN IN I0S ANGELES. DURING THIS TIME, I
ATTENDED SEVERAL ADULT EDUCATION CLASSES, AND TRADE SCHOOLS
IMPROVING MY SKILLS AND BUSINESS KNOWLEDGE. I HAVE NO FORMAL
EDUCATIONAIL DEGREES.

IN 1964, THE COMPANY I WAS WORKING FOR WAS EXPERIENCING MANY OF THE
SAME PROBLEMS BUSINESSES THROUGHOUT THE UNITED STATES ARE FACING
TODAY. BECAUSE THEY WERE FORCED TO DOWN SIZE, I HAD AN OPPORTUNITY
TO TAKE OVER A PORTION OF THE WORK THEY NO LONGER WANTED AND START
MY OWN FIRM.

FORTUNATELY, I HAD A SUPPORTIVE WIFE AND FAMILY. WITH A SECOND
MORTGAGE ON OUR SMALL HOME, -MY FAMILY AND I BEGAN OUR PRESENT
BUSINESS FROM OUR GARAGE. I AM VERY PROUD OF MY STORY. RECENTLY,
IN 1987 AND 1991, I WAS RECOGNIZED BY THE FAA AS THE SMALL MINORITY
BUSINESS CONTRACTOR OF THE YEAR.

BELIEVE ME. I AM NOT INTERESTED IN GOING FULL CYCLE. I AM A
SUCCESS STORY, AND WANT TO CONTINUE AS ONE. HOWEVER, PRESENT TIMES
ARE MAKING IT VERY DIFFICULT FOR EVEN THE HARDIEST BUSINESSMAN TO
SURVIVE. AND, WITHOUT HEALTHY BUSINESSES TO EMPLOY PEOPLE, TO
INCREASE THE GROSS NATIONAL PRODUCT, AND TO PAY TAXES THAT FUND
SOCIAL AND WELFARE PROGRAMS, WE AS A NATTON ARE TN SERIOUS TROUBLE.
AS AN EXAMPLE, NBP IN 1990 WAS THE LARGEST 8(A) MANUFACTURING
CONTRACTOR FOR THE UNITED STATES NAVY. (18 MILLION DOLLARS) THE
PAST TWO YEARS WE HAVE NOT BEEN ABLE TO GET ONE NEW NAVY CONTRACT.
IN 1990, NBP HAD A BUSINESS ‘BACKLOG OF 40 MILLION DOLLARS. TODAY,
OUR BACKLOG STANDS AT LESS THAN 15 MILLION DOLLARS. THIS MEANS

THAT AT OUR CURRENT RATE; WE COULD BE OUT OF BUSINESS WITHIN 18
MONTHS.

I
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THE REASON THAT THIS INFORMATION IS IMPORTANT FOR YOU TO HEAR IS
THAT WE ARE SYMPTOMATIC OF BUSINESSES IN THE DEFENSE AND AEROSPACE
INDUSTRY THROUGHOUT THE UNITED STATES. WE, SMALL BUSINESSES, ARE
THE EMPLOYERS OF YOUR CONSTITUENTS. MANY MANUFACTURING BUSINESSES
IN THE UNITED STATES HAVE HAD TO DOWN SIZE, AS NBP HAS BEEN FORCED
TO DO THE PAST YEAR AND A HALF. FOR EXAMPLE, IN 1990, NBP EMPLOYED
NEARLY 300 REAL PEOPLE. THEY WERE A CROSS SECTION OF CALIFORNIA'S
WORKFORCE; LABORERS, BLUE COLLAR WORKERS, TECHNICIANS, AND WHITE
COLLAR ENGINEERS AND PROFESSIONALS. TODAY, WE HIRE 160 EMPILOYEES.
IT PAINS ME DEEPLY TO SAY THAT WE HAVE BEEN FORCED TO LAY OFF SO
MANY FINE, HARDWORKING AMERICANS, -- FROM OUR HIGHEST PAID
ENGINEERS, EARNING AS MUCH AS 80 THOUSAND DOLLARS A YEAR TO OUR
MINIMUM WAGE WORKERS, ALL HAVE EQUALLY FELT THE STING OF
UNEMPLOYMENT AT NBP.
14

A MAJOR PROBLEM IS THAT THE FEDERAL GOVERNMENT IS STRUGGLING
WITH CHANGE ITSELF. ITS INDECISION AND CONFUSION AT THE HIGHEST
LEVEL OF GOVERNMENT PROCUREMENT HAS MADE IT EXTREMELY DIFFICULT FOR
AMERICAN DEFENSE AND AEROSPACE BUSINESSES, BIG AND SMALL, TO
EFFECTIVELY AND ECONOMICALLY DOWN SIZE THEIR OWN OPERATIONS.
FEDERAL PROGRAM MANAGERS AND CONTRACT ADMINISTRATORS DO NOT KNOW
WHAT PROGRAMS TO CUT; WHAT PROGRAMS TO SALVAGE; HOW MUCH TO SPEND
OR NOT TO SPEND. AS A CONSEQUENCE, AMERICAN DEFENSE AND AEROSPACE
BUSINESSES, BIG AND SMALL, ARE WASTING MILLIONS OF DOLLARS GUESSING
WHAT, PROGRAMS THEY SHOULD BE MARKETING.

AS AN EXAMPLE, WITHIN THE PAST YEAR, NBP HAS MARKETED,
REVIEWED SOLICITATIONS TO BID AND PREPARED PROPOSALS ON 11 SEPARATE
CONTRACTS. THE POTENTIAL DOLLAR VALUE OF THESE 11 CONTRACTS WAS
36.4 MILLION DOLLARS. IF YOU CAN NOT IMAGINE THE COST ASSOCIATED
WITH MARKETING AND PREPARING BIDS FOR THESE 11 CONTRACTS, LET ME

3
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TELL YOU. IT WAS IN EXCESS OF ONE MILLION DOLIARS. OF THE 11
CONTRACTS WE SUBMITTED BIDS ON, 4 WERE CANCELED OUTRIGHT, AFTER WE
HAD EXPENDED THE MONEY AND EFFORT TO BID. THE OTHER 7 HAVE BEEN
DELAYED, SEVERAIL. INDEFINITELY. 1IN ANY EVENT, ALL OF THE 7 WILL
HAVE TO BE COMPLETELY RE-BID IN ORDER TO UPDATE STALE AND WORTHLESS
PRICING DATA.

THE POINT IS, THAT OVER 1 MILLION DOLLARS WAS WASTED BY NBP.
WE CAN NOT AFFORD THAT. OUR 1 MILLION DOLLARS DID NOT PRODUCE A
SINGLE BOLT, NUT OR SCREW. IT DID NOT PRODUCE A SINGLE PIECE OF
EQUIPMENT, ADVANCE TECHNOLOGY OR CURE A DISEASE. IT DID NOT
CONTRIBUTE ONE PENNY TO THE GNP. AND, THIS SCENARIO IS BEING
PIAYED OUT THROUGHOUT THE DOD AND AEROSPACE INDUSTRY AS WE MEET
TODAY. GENTLEMEN, THIS IS WRONG, AND IT IS SEVERELY DAMAGING
AMERICAN BUSINESSES. ALSO, AS AN AMERICAN CONTRACTOR TO THE UNITED
STATES GOVERNMENT, NBP WAS ALARMED WHEN IT REALIZED THAT ONE OF THE
CONTRACTS THAT WE LOST RECENTLY IN A COMPETITIVE BID, WAS TO A
FOREIGN CORPORATION. WE, AS A COMPANY, ARE REQUIRED TO SUBMIT BIDS
BASED ON A "BUY AMERICAN" POLICY. HOWEVER, TO COMPETE AGAINST
FOREIGN COMPANIES WHO ARE NOT SIMILARILY RESTRICTED IS NOT FAIR.
I BELIEVE IT WOULD BE APPROPRIATE TO ESTABLISH A 3 TO 5 PERCENT
PREFERENCE FOR A COMPANY THAT MANUFACTURES ITS PRODUCT USING
EXCLUSIVELY AMERICAN PRODUCED PARTS AND COMPONENTS.

IF THERE IS ANYTHING THAT CAN BE DONE ON THE FEDERAL LEVEL, IT
MUST BE TO UNDERSTAND AND SUPPORT THE FACT THAT THERE EXISTS IN THE
UNITED STATES A NATIONAL NETWORK OF CITY, COUNTY AND STATE
GOVERNMENTS, WHO ARE TRYING TO OPERATE THEIR RESPECTIVE ENTITIES IN
THE BLACK. THE PRIMARY MONEY GENERATING ENGINE AVAILABLE TO DRIVE
ALL THE NECESSARY PROGRAMS THAT THOSE ENTITIES SUPPORT IS BUSINESS.
IN CALIFORNIA, 89% OF ALL BUSINESSES IS SMALL BUSINESS. WE CAN NO

4




206

LONGER CRIPPLE SMALL BUSINESS. WE NEED TO BE INNOVATIVE AND
CREATIVE 1IN MAKING CAPITAL REASONABLY AVAILABLE TO SMALL
BUSINESSES, AND PROTECTIVE AGAINST BURDENSOME AND UNREASONABLE AND
UNREALISTIC REGULATIONS THAT INHIBIT GOOD BUSINESS MANAGEMENT.
THANK YOU AGAIN FOR THIS OPPORTUNITY.

I AM AVAILABLE TO ANSWER ANY QUESTIONS.

]
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VETERANS OF FOREIGN WARS OF THE UNITED STATES

BTH DISTRICT HEADQUARTERS
auEATIITICIALL. .
A SGRA ST
LS ANUELIN, (A suxil B -
1243700 2028

Monday, February 1@, 1992

pege One
ADDRESS TO"THE BANKING COMMITTEE OF CONGRESS...

Distinguished Chairman, Cong Gonzales; Congresswoman Waters; Congressman Torres:

My nome is Jesse James Morales, Commandor of the Sth District, Voterans of Forcign Wars,
elected' to serve an aren that encompasses metropolitan Los Angeles.

It is with a sense of great respect, and sincere gratitude. that I welcome you, this
Committee of Congress, to Patrictic Hall, the "llome of Veterans" in Los Angeles. We share
your cancern about this recession which is devastating our nation, and particularly here
in Los Angeles, our veteran commmity,

In your hearings today, you have heard testimony ebout the Los Angeles economy, youth
problems, Housing, Homelessness, Job Search efforts, the impact of the recession on our
aerospace industry and effects t.hat bank mergers have had on the local economy. . You have
listened to people express their plights with business, housing, food, no income. All of
these are things that veterans know and feel very acutely. T am here today to express some
of those views from the eyes of a veteran, cn behalf of those veterans who elected me to do
so, For the record, I am not being paid a salary by anyone to say this.

First of all, our Veterans Administration early today was represented by Mr. Joim
Costello, who spoke about the “'great” job he bis doing with Federsl Job Fairs, and he tead
testimonials about his sccomplistments. Rut I was more concerned with how “LITTLE" the
V.A. teally is doing. We have empty buildings on V.A. focilities that could be more widely
used to house veteran homsless, to re-train and assist veterans in new jobs, and closer
to hame, our medical care, which is an eamed benefit, is in Rotmtml Jeopardy, if the
VA Secretary Derwinski, and the present ‘Administration push through Rural llealth Care for
non-veteran usage of V.A. facilities.

For your benefit T will cite some sig-nlfxcam: statistics related to our veterans here.
We have aver 800,000 residing in Los Angeles county, one cut of every six citizens is a
vetermn. That constitutes the largest concentration of veterans of any geogrophic aren in
the United States, and tanks our county as the 10th largest in terms of size; if you comt
by States, larger than 40 other states in the country. Over 20,000 of our veterans in Los
Angeles are classified as “homeless' as determined by the pubhc egencies assigned to keep
track of our homeless population, and this is seasonal, in the winter months our homeless
veteran population increases. Altogether, the current status of ALL our veterans is NOT
00D, and it is NOT IMPROVING either, We need some major chanpes to ocaur, in short, P!

The success of our technology in "Desert Storm" should be put to use to work. toward
the “PEACE DIVIDEND" Effects of the downtumn in defense/aercspace spending has directly
irpacted on working veterans, =a portion of the PEACE DIVIDEND should be used to re-train
Y.har. 'skilled labor force to stem tnemployment, llere in Southern California where defense
SDI, and other major spending projects are now heing curtailed, we can mit our PPACE Dividend
to vork in o positive way, and you ocur Banking Comittee can help to change that effort.

Housing for the lower income citizens of Los Angeles, can be addressed In other ways
too. Your Banking Committee oversees the work of the biggest landlord in cur natien, the
fanous Rasolution Trust Corporation. RIC currently holds title to many large tracts of low
incoms properties that it camnot seem to sell. Why not put verersns to work, and all others
as well, in rehabilitating RTC properties, and making them availahle and affordable to low
income families. We are NOT doing enough in this arez, and meanwhile RIC kecps gotting much
bigger and bigger with unsalenbla pmperty. tight here in depressed nreas of los Anpeles.

Our major financial institutions have the ability to invest more nndlly in our imer
cities if the aurrent Administration, ocur President, and the lixecutive branch, provides you
in Congress with ths help you requiru to pass Sncentlves. Banks nced a Teason to invest in
America, they are NOT doing enough, with your help they can, Your Banking Committee has the
power to vegulate and legislate more action from financial institutions to do that.

Americon i both in uring aml camerco, have heen gotting a had rap
1ately from our "gyerseas Allies® The Amorican working man, tho vetornn has bel £l

for not being an efficient worker. Ne necd to take our ploves off, and [
can help us do that, and our veterans can spear! the effort. Ve
veterans fought to preserve that peace. We can also Fight for aur jobs. (‘arprntu Amoricy
needs less vestrictions, and more incentive to'invest in thc working mon ond womin, It is

very obvicus that we are not doing that today, Our present Administration has NOT done
enough to preserve. jobs for Americens. Here in Los Angeles wo have a prime example in our
Matro Rail system, which has become a fiosco. We nced to hring those fohs thut have gono
ovarseas BACK TO AMERICA.,  Los Angeles is a vnxadiverso, cosmopolitan wetropolis, it does
depend on overseas invastment, but it Also has ability to keep jobs here, Your Conmittee
can stress the importance of that to our Ameri banks, ions and Industry. We have
that reponsibility in frent of us. Speaking for the unumloyed veterans, the homeless vets,
the disenfranchised veterans of our commmity, T am here today to let you know that we will
support that effort, and fight once again for our coumtry, during this time of economic crisis.
We can do nothing less becsuse this is the right thing to do...

So, in sumary Mister Chaiman, and distinguished membors of the Committee, we once ogain
thank you, and express cur sincere apprecistion for your own efforts on behalf of our mation.
These hearings are of vital importance, because they shed light on the parmmount crisis that
faces our USA today, our recession, our economic dilemna, We are particularly concerned with
Los Angeles citizens, our veterans, many of them minorities, who sEuu'ld be enjoying the many
fruits of their labor, their contributions to our freedom, and Instend are struggling just to
survive. Thank you for listening to us, you have our support tolay!

1 will now be glad to answer any questions you may have regarding tho issues I have addressed.
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Commtes en Banking, Finance

8 Urban Attals,
February 14, 1992 an

‘The Honorable Henry B. Gonzalez

Chair, Committee on Banking, Finance and Urban Affairs
U.S. House of Representatives

2129 Rayburn House Office Building

Washington, D.C. 20515-6050

Dear Congressman Gonzalez,

I am writing in reference to the public hearings held by your camittee in
Ios Angeles on February 10, 1992 regarding econamic distress in U.S. cities.
I am interested in all of the issues raised in the panels at the hearing.

In particular, I am deeply concerned about barking issues in the City of Ios
Angeles, As you are aware, Bank of America and Security Pacific have
announced plans to merge. This merger, which will make Bank of America the
largest financial institution in the Western United States, will have severe
effects on already underserved areas of the City, especially South Central
Ios Angeles. I have spent the past several months working with other Ios
Angeles City officials to study the lend:.ng prach.ces of the the two banks,
based an the reqm:r.eten& of the Cammmity Reinvestment Act of 1977, and the

the merger will have on future lending practices and services to Los
Angeles residents.

I am enclosing for you to include as part of the record of your hearings a
copy of the letter I, along with Mayor Tom Bradley and several other elected
officials, have sent to ‘the Federal Reserve Board ing the proposed
merger. This letter outlines our concerns about the lending history of the
two institutions and the minimm efforts the banks must make o help
mitigate the effects of this merger.

The efforts of financial institutions to reinvest in the commmities they
serve is a critical issue for all cities, especially Ios Angeles. I hope
you will review this information carefully in relation to the Bank of
Rmerica/Security Pacific merger and the severe econanic situation many U.S.
cities face.

Sincerely,

Mark Ri

Councilman, 8th District
MRT:kf

ROOM 290, CITY 'HALL, LOS ANGELES, CALIFORNIA 90012
485-3331
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William Wiles, Secretary
Board of Governors

of the Federal Reserve System
20th and "C" Streets, N.W.
Washington, D.C.

Dear Mr. Wiles:

2
We write to register our .continued. concerns regarding the
proposed Bank of America/Security Pacific bank merger.

As you know, the proposed merger contemplates the combination
of two of the largest banks in the western United States, creating
in its place the largest financial institution in the western
‘United States. The city of Los Angeles, the location of
headquarters of Security Pacific Bank, and by far the largest city
in the region, will be seriously impacted by the merger.

Elected officials from the City of Los Angeles have registered
continued uneasiness with the proposed merger for over four months.
During that time, the Mayor, Controller and various city council
members have both met with bank officials and expressed concerhn
about these banks' disturbing performance in single family lending
in minority and low income census tracts in the City of Los
Angeles; the effect of the merger on bank services and access,
especially to underserved areas of the City of Los Angeles; the
provision of low cost checking by the new BankAmerica; and the
current and proposed status of a bank community development
corporation in the City of Los Angeles.

On January 14, 1992, each of the authors of this letter took
time to testify to the Federal Reserve about these concerns. Our
testimony is in the record for your review.

Today, We write +to emphasize and consolidate our joint

concerns and urge a prompt response from Bank of BAmerica and
Sequrity Pacific National Bank.

"AN EQUAL EMPLOYMENT QPPQRTUNITY -AFFIRMATIVE ACTION EMPLOYER"
-
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1. Setting a Reasonable Goal of Home Loans in Los Angeles:
The Lack of Home Purchase Loans to South Central, Baldwin
Hills/Leimert Park and East Los Angeles

The Mayor's Office and the Council Offices for the affected
areas reviewed the home loan statistics for Bank of America and
Security Pacific and the results are dlsturblng. only 20 home
purchase loans were made in all of Council District Eight in 1990.}
Council District Nine was treated worst of all, with only 15
recorded home purchase loans by BoA in that district in 1990.2
only 2 were recorded in all of Watts!

Approximately 15 loans were made in the Crenshaw/Baldw1n Hills
and Leimert Park area, a relatively wealthy area composed primarily
of black city residents.3 When one compares those numbers to
numbers in a relatively white affluent area, for example Encino,
Tarzana and Sherman Oaks, the resulting disparity is clear. Taking
17 sample census tracts in that community, the number of home loans
made there were 158, almost 10 times as many loans!

In East Los Angeles, the story is similar. There, in the
Boyle Heights Community Plan Area, but 2 home origination loans
were made by Bank of America in 1990. In the Westlake Community
Plan area, ‘only 5 home loans were made by Bank of America.

We have been informed that Bank of America has created a three
tier review for home origination loans in South Central Los
Angeles. They have also admitted that they can do better in the
area of home origination leoans.’ We would therefore request the
Federal Reserve Board make a condition of the approval of the
merger a meaningful number of home origination locans in South

Central and East L.os Angeles during 3992. The total of 35 loans’
in council Districts 8 and 9 should be at least doubled to make

meaningful progress. Likewise, BankAmerica should easily be able

1 rThis review was all or a portion of 118 census tracts
making up the 8th Councilmanic District in the City of Los Angeles.
A council district is comprised of approximately 230,000 residents.

2 This was an analysis of 15.contiguous census tracts making
up South Central. Los Angeles and Watts.

3 tvhis was a comparison of 17 census tracts.

4 see Bank of America response to Mayor Tom Bradley, Exhibit
C to Mayor Tom Bradley's Testimony to Federal Reserve, p. 6.
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to double the mere 15 loans made by both banks in the relatively
affluent Crenshaw Hills/ILeimert Park/Baldwin”Hills area arid the
loans made in the Boyle Heights and Westlake Community Plan areas
Of’ Tios Angeles. 2 -

2. Creating a Partial Cure for Lack of Access to Credit:
Maintenance of Bank Presence in Underserved -Communities

! ©%n october 23, 1991, Mayor Bradley wrote Bank of America and
asked for location of closures of branches.’® BofA recognized the
importance of "branch presence" in its reply to the Mayor, but
neglected to indicate where specific branches might. be closed in
our community.® However, it may be that there will be closings in
South Central or Crenshaw/Baldw1n Hills .or Bast Los Angeles areas
of' Los Angeles. Such closiures would make it further difficult for
Los Angeles residents to access credit.

_ .We submit that any more closures of bank branches in
‘underserved areas would be totally counterproductlve. There are
two reasons for our position.

First, as you know from our testimony on January 14 before the
Federal Reserve, there are a dwindling number , of <financial
institutions in South Los Angeles and elsewhere, and .a rapidly
expanding number of check cashing’ institutions located in the same
deographical areas formerly occupied by. banks.’ .

Second, as the home mortgage data presented above
demonstrates, it is critical that Bofa/Security Pacific not reduce
its presence in underserved areas. If BankAmerica is truly going
to remedy the home mortgage disparities by race throughout ILos
Angeles, it must provide bank branches for re51dents to seek and
dccess credit.

5 see Exhibit "A" to Mayor Tom Bradley's Testimony to- the
Federal Reserve.

6 see Exhibit C, p. 11, Mayor Tom Bradley's Testimony to
Federal Reserve Board of Governors

7 See Exhibit "E" to the Testimony of Mayor Tom -Bradley
Before the Board of Governors of the Federal Reserve System,
submitted January 14, 1992, two maps comparing the number of bank
_institutions and check cashing institutions in South Los Angeles.
There but 16 banks. 133 check cashing institutions are located in
the same area.
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We propose that the Federal Reserve make a condition to this
merger the requirement that BankAmerica not close any branches in
South Central Los Angeles until an agreement is reached to transfer
any such bank branches to minority-owned banks.

3. Screening Access to Low Cost Checking

Assuming the merger does not reduce bank presence in
underserved communities, neighborhood banks must make their credit
services equally available to all segments of the community. The
proposed BankAmerica could make a real difference in Los Angeles by
making a long-term commitment of at least ten years to a basic
banking, or "lifeline" checking account which would allow customers
with incomes of less than $20,000 a year to open an account with a
$25 minimum and write up to ten checks per month for one low fee.
We understand that Bank of America presently offers a Limited
Checking Account to customers. We are merely asking that the
Federal Reserve make as a requirement of this merger a commitment
of the bank to maintain its Limited Checking account for the next
10 vears.

Also, government checks are typically cashed at the check
cashing institutions throughout underserved areas. The merged bank
should make a long-term commitment of at least ten years to a
policy of cashing government checks for noncustomers, with a valid
identification, at a relatively low fee such as "at cost plus 10%."
We understand that SeaFirst Bank in the State of Washington has
agreed to a $2 per check for governmental assistance recipients and
$.50 per check for social security recipients.

These alternatives would make a real difference to residents
throughout Los Angeles.

4. Creating a Bank Community Development Corporation in Los
Angeles Focused on Equity Investments in Small Businesses and Job
Creation and Retention

As you know, Bank of America and various city officials have
begun exploratory discussions concerning the formation of a Bank
cDC in Los Angeles. We believe the current merger application
provides an opportunity for the Federal Reserve to add its
encouragement to these efforts.

We would request that a condition of approval of the merger be
the commitment by BankAmerica of $5 million for a California Bank
CDC. with an initial focus or pilot program in Los Angeles, in an

area to be determined within the next 6 months. One million
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dollars of this amount would be an equity investment and four
million dollars would be credit commitments.

This CPC could be an extension of the already existing
Security Pacific Enterprise Reinvestment Corporation or a new
entity, possibly linked with other banks. By providing equity
investments in small businesses, this corporation would become
partners in local economic development efforts through an approach
which is authorized by various federal regulatory bodies.

5. Appointment of a Civil Rights Monitor

In light of the disappointing HMDA results referenced above,
the Federal Reserve should appoint a civil rights monitor of
community reinvestment programs and the bank's loan commitments to
customers irrespective of race, gender, sex, sexual orientation or
national origin. The monitor should have an 800 hot line number,
posted in every branch in a prominent location to ensure public
awareness of the civil rights monitor post and to alert customers
to where complaints can be lodged. BankAmerica, a proposed model
of community reinvestment, should be willing to accept this
independent verification of its commitment to community
reinvestment.

6. Establishing a Partnership Agreement with the City of Los
Angeles in which the Bank agrees in good faith to Implement Points
1-4 above.

BofA has promised a 10 year community reinvestment goal of
$12 billion. This is a very important and serious. commitment to
community investment. We would call to your attention, however,
that the increased commitment to the State of california for the
next 10 years was but eight percent, increasing from thé original
$7.4 billion which would have occurred without the merger, to $8
billion. Further, when one reviews that goal, there is no
particular commitment to Southern California, which clearly has the
greatest need for reinvestment.

Also, 10 year goals require 10 years for measurement. In our
view, it would be more appropriate for BofA to set more concrete
and specific annual goals. Then both regulators and the public
could measure the bank's community reinvestment performance in the
near future.

We therefore request that the Bank of America make a written
Partnership Agreement with the city of Tos Angeles, prior to
approval of the merger, which would implement Points 1-4 above and
that this Partnership be a condition of approval of the proposed
merger.

52-194 0 - 92 - 8
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TESTIMONY OF MAYOR TOM BRADLEY
BEFORE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
CONCERNING THE PROPOSED MERGER OF BANKAMERICA CORPORATION AND

SECURITY PACIFIC BANK

I have been mayor while Security Pacific and Bank of America
(BoA) grew in Los Angeles. It has been a productive relationship.
I understand that the City of Los Angeles is one of the bank's
biggest customers. Currently, the City and all its Departments have

on deposit with BofA and Security Pacific Bank over $4 billion.

My discussion today covers two points:

A) First, I want to talk about my communications with BofA
and its answers to some of the questions I posed:

B) Second, by requiring answers to the issues I pose prior to
a decision on the proposed merger, I believe the Federal Reserve
Board of Governors can help mnitigate the consequences of the
proposed merger upon Los Angeles and its residents.

As you knhow, on October 23, 1991, I sent a letter of concern
to BofA.!

In that letter, I stated that I was disturbed about recent
Home Mortgage Disclosure Act (HMDA) information concerning BofA's
high rate of denial of home purchase mortgages to minority

residents. I observed that within the City of Los Angeles, BofA's

1 see Exhibit "A" incorporated herein by reference.
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denial rate for minorities was over twice the citywide average.?

In my letter, I asked a number of questions about the merger,
some of which were answered approximately 6 weeks later by BofA in
its response to me.3

BofA has made clear that it is sensitive to the questions I
have raised. However, I would be less than candid if I did not
tell you that I still have substantial concerns. Changes in the
banking industry, like the restructuring of the manufacturing
industry, will undoubtedly have some negative consequences in the
City of Los Angeles. This is truly unfortunate.

Banks are important to cities. Banks provide the necessary
credit for residents to obtain personal, home and other loans,
making it possible for people to achieve their dreams. Conversely,
the concrete or symbolic lack of banking presence in a community
can destroy a community's hope. I believe it is up to the Federal
Reserve to ensure the proposed merger does not adversely affect the
residents of the city of Los Angeles, that it does not deny them

their rightful access to credit services.

? see Los Angeles Times, p. 1, October 22, 1991, at page 25,
Exhibit "B."

3 see December 9, 1991 Bank of America letter to Mayor Tom
Bradley, Exhibit ®cC.™



217

Mayor Tom Bradley's Testimony s
Federal Reserve ‘
Page Three

HMDA Data: Lack of Home Purchase Loans to South Central and

Baldwin Hills/leimert Park areas

Before I discuss the general impact of the merger, I want to
address certain Community Reinvestment Act concerns. As you know
the Act requires that "“deposit facilities", such as BofA and
Security Pacific, demonstrate that they meet the credit needs of
the local community.® Unfortunately, certain residents and areas
of the City of Los Angeles have not had their credit needs met as
well as others.

My office has reviewed the home loan statistics for BofA and
Security Pacific Bank and the results are disturbing.® only 20
home purchase loans were made in all of Council District 8 in
1990.% Council District 9 came in worse, with only 15 recorded
home purchase loans by BoA in that district in 1990.7 oOnly 2 were
recorded in all of Watts!

It might first appear that this was the result of widespread

poverty in those districts. But this is not the case. In Baldwin

4 mpitle VII-Community Reinvestment Act, Section 802(a).

5 seeg attached maps showing Bank of America's and Security
Pacific's home purchase loans in-the City of Los Angeles in 1990,
Exhibit "D.?®

6 This review was of all or a portion of 118 census tracts
making up the 8th Councilmanic District in the City of Los Angeles.
A councilmanic district is comprised of approximately 230,000
residents.

7 7This was an analysis of 15 contiguous census tracts making
up South Central Los Angeles and Watts.
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Hills and Leimert Park, a relatively affluent, primarily black
single family area of the City of Los Angeles, only 15 home
purchase loans were made by both BofA and Security Pacific. ® When
one compares those numbers to numbers in a relatively white
affluent area, for example Encino, Tarzana and Sherman Oaks, the
resulting disparity is clear. a 17 sai census tracts
that community, the number of home loans made there were 145, or a
difference of approximately ten-fold.

BofA has assured me that it understands that it must do more.?
But these numbers are indeed troubling. Does this disparitj also
apply to business and othér loans? What does this imply with
respect to the actual availability of credit to everyone in Los
Angeles, regardless of race? How will federal regqulators assure

that this practice will be corrected?'

8 7This was a comparison of 17 census tracts.

9 Bank of America response, Exhibit ¢, p. 6.

1 A separate city concern relates to multifamily affordable
housing lending. While Bank of America has commendably come to an
agreement with the California Reinvestment committee in this area,
the local Redevelopment Agency points out that Bank of America will
not accept that Agency's restrictions on affordability on: its
original trust deeds on such multifamily housing loans. In the
event of foreclosure, the local Agency will therefore be required
to expend precious tax dollars to prevent such apartments from
being converted to market rate dwellings, unaffordable to those for
whom the original city assistance was intended.
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The Effect of the Proposed Merger on the City of Los Angeles

The potential effects of this merger include:

a) Lack of Access to Credit

I wrote BofA and asked for locations of branch closures.
In its response, BofA recognized the importance of “branch
presence,™ but neglected to indicate where specific branches would
be closed in Los Angeles'?. However, it may be that there will be
closures in South Central or Crenshaw/Baldwin Hills areas of ILos
Angeles.™ Such bank closures would further make it difficult for
Los Angdeles residents to access credit.

I submit to the Federal Reserve that an; more closures of bank
branches in South Los Angeles would be totally counterproductive.
There are two reasons for my position. )

First, as you will hear from others today, there are a
dwindling number of financial institutions in South Los Angeles,

>

and a rapidly expanding number of.check cashing institutions in

% 71t is essential that residents of

&

that same geographical area.

1 see attached Exhibit A.
2 see Exhibit ¢, p. 11.

In South Central Los Angeles, at least 3 BofA branches are
located near Security Pacific branches; in Crenshaw/Baldwin Hills
the two banks' branches are within 2 blocks of one another.

% see attached Exhibit "E", two maps comparing the number of
bank institutions and check cashing institutions in South Los
Angeles. There are but 16 banking institutions. There are 133
check cashing institutions in the same area.
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South Los Angeles have real alternatives to the exploitive check
cashing services now in place.

Second, as the home mortgage data presented demonstrates, it
is critical that BofA/Security Pacific expand, not reduce, its
presence in currently underserved areas. If BofA/Security Pacific
are going to remedy the home mortgage disparities in South Los
Angeles, there must be reputable institutions available for people
to seek and access credit.

Notably, the correspondence I received on December 9 from the
BofA and the application states that if BofA and Security Pacific
is the only provider of financial services in a community, it will
not be closed. One interpretation of this statement is that if
there is another financial institution in a given community, for
example Great Western or Wells Fargo Bank, BofA may close the doors
of its competitive operation.

However, it is my undg;standing that BofA has already
committed to the California Reinvestment Committee in San Francisco
that it will only close branches in lower-income markets in
california where there is a redundancy with Security Pacific

15

banks. This is an important difference and must be clarified by

regulators prior to voting on the merger.

5  Telephone conversation of Mayor's Community Reinvestment
Coordinator with Gail Hillebrand, Legal Counsel, California
Reinvestment Committee, January 10, 1991.
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b) Potential Layoffs

According to some, the merger will result in the layoff of
20,000 employees. As headquarters for Security of Pacific Bank,
the City of Los Angeles will undoubtedly be disproportionately
affected. According to a recent article in the Los Angeles
Business Journal, fully half of these job losses, up to 10,000 of
these job losses, will occur in Los Angeles County. Further, the
secondary job loss impact, occurring as a result of the loss of
jobs at the law firm that handles Security Pacific's business, the
advertising firm for Security Pacific, the accounting firms which
handle Security Pacific business and other firms whose major source
of income is Security Pacific business could lead to the loss of an
additional 5,000 jobs in Los Angeles!™ 1In this current recession,
these job losses are truly overwhelming.

c) Loss of Commercial Office Space

I asked BofA to address this issue in my October 23rd letter.
There has been no response to date. News reports predict the loss
of 1.75 million square feet of office space currently leased by
Security Pacific in Bunker Hill if <+the merger is fully

implemented."” This is, of course, prime office space in the City

6  Estimate made by Los Angeles County Economic Development
Corporation, November 11, 1991 and conversation with Jack Kyser,
Director of Los Angeles County Economic Development Corporation of
January 10, 1991.

7  1o0s_Angeles Downtown News, January 13, 1992, p. 2.
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of Los Angeles.

Monitoring Future Commitments

BofA has promised a 10 year community reinvestment goal of $12
billion. This is a very important and serious commitment to
community investment. I would call to your attention, however,
that the increased commitment to the State of California for the
next 10 years was but 8%, increasing from the original $7.4 billion
which would have occurred without the merger, to $8 billion.
Further, when you review that goal, there is no particular
commitment to Southern California, which clearly has the greatest
need-for reinvestment. Will managers sitting in San Francisco see
the need for reinvestment in Southern California?

Also, 10 year goals require 10 years for measurement. In my
view, it would be more appropriate for BofA to set more concrete
and specific annual goals. Then both regulators and the public
‘could measure the bank's community reinvestment performance in the
near future.

For example, how many home purchase loans will be placed in
Leimert Park during 19922 19937 How many loans to small
businesses in the City of Los Angeles, will be ;ommitted in 19912

19922118

8 I understand the City has asked the Bank of America to
explore the concept of single or multi-bank community development
corporation for economic development and small business loans in
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I appreciate that BofA has set up an Advisory Board to BofA
State Bank and a proposed "small advisory board" to its Social
Policy Committee will help monitor future policy making at the
bank.

Clearly, the City of Los Angeles, the largest market in the
state, and a large depositor with the bank, deserves significant
representation on both advisory boards. Currently, there is but
one person who works or lives in the City of Los Angeles on the

Advisory Board to BofA State Bank. N

the City of Los Angeles.

While these preliminary discussions are encouraging, it is
important to note that the creation of a bank community development
corporation concentrating on economic development will not solve
access to credit, or racial disparities in home loans. It is
simply one tool to assist the City to meet future economic needs.
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CONCLUSION

These hearings provide the Federal Reserve an opportunity to
hear from elected officials and the public their concerns about the
proposed merger. As we move through today's testimony, I urge you
to seriously consider the City's comments on the proposed merger.
As the current.headquarters of Security Pacific Bank, a relatively
large depositor in both institutions and a city in great need of
community investment, I believe our input is particularly
appropriate for you to consider in making your decision on the

merger.
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MOl'tgageDema] Los Angeles Times - 10/22/91
Rates Found ,

By ROBERT A. ROSENBLATT
and JAMES BATES
TIMES STAFF WRITERS

WASHINGTON —Blacks and
Latinos are turned down for home
mortgages at si;mﬁcamly higher
rates than Anglos, federal regula-
tors reported Monday in a massive
study of lending pncucu at 9,300
U.S. financial institutions.

The dilferences are “very worri-
some,” and federal examiners will
use the report to determine if there
is a pattern of discrimination at
individual banks and S&Ls, Feder-
al Reserve Board Governor John P. ‘
LaWare said at a news conference.

According to the study, blacks . |
were rejected for home loans more
than twice as often as Anglos.

Latinos were turned-down about . l
1%2 times as often as Anglos. The

experience of American Indians

was about the same as Latinos, and

Asians did slightly better than '

Anglos. - ) »

The rejection rates for conven-
tional home mortgages were 12.9%
for Asians, 14.4% for Anglos,
21.4% for Latinos, 22.4% for
American Indians and 339% for
blacks. The vast majority of loans
reviewed were made to Anglos,
blacks and Latinos.

The study was the first govern-
ment examination of lending activ-
ity by race and ethnie group, and it
covered more than 6.4 million loan
applications: for home loans at
banks, savings and loan associa-
tionts, mortgage banking firms and
credit unions.

The report noted that blacks and.

—~ Latinos have lower average in-
comes and fewer financial assets
Please see MORTGAGES, A23

'AY'S TIMES —-



MORTGAGES:
" High Minority
Rejection Rates

than Angios. However, even at the
income levels in the sur-

less likely to receive approval fora
conven The dental
rates in this were 3.5% lor

“Much of the problem is the
result of attitudes of dank officials
and regulators who have littls
understanding of the rest of Amer-
ica—officials whose life experience
and economic circumstances are
{ar removed from those of minority
and low-income families,” he said,

Sennc Banking Committee
Chairman Donald W. Riegie Jr. .
(D-Mich.) said the industry and its
regulators have not been paying
attention to the izsue “I find it
very troubling that we're sesing
this kind of data the fast
that we have had federzl lawe
prohibititng mortgage diseriming.-
tion. . . for many years,” he stid
Rep. Joseph Kennedy (D-
Mass.), the author of the 1989

amendment requiring the lending
study, said that he will join other

legislative action in response to the
“alarming data.”

The American Bankers Asen.
said that it will select a task force
of bankers to develop ways to
stimulate loans to minority-group
members. The industry is “very
concerned about these statistics.”
Rob Dugger. the organization’s
chief sconomist, said.

Loan dentzl rates for blacks
varied widely among major Amert-
can cities. ranging from 14.4% in
Washington to 349% in Boston.
Reections for Latinos were lawest
igmnnupolu. 8%, and highest in

geles. the loan rejec.
tion rate was 12.8% for Anglos,
13.2% for Asians, 163% for Lati-
nos and 19 orh
Lending institutions were given
reparts on thewr activities earlier
thus month and have 30 days to
make the information public. Sev-
eral major Califorma banks dis-
el theer maregage tonding re-
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Huzu%mdhmmmnﬂymuﬁ&m
group, [or 19 large metropelitan ares duriog
Applications for both

were conventional and
ln:bt& -t -
Reports from lenders were eompiled Pedesal Fianeiel
ud:;:

government -backed

Institutions Emmmination the Federal
Raeserve Bank of SBoson. - hd
Mute s Al [ N ) Ao
Alas 11.1 23 138 108
Saltmce 73 15.8 10.1 1.5
Soston 15.4 349 1.2 11.0
Chicage 104 228 12.1 73
Dalas 93 258 198 10.7
Dewort 9.1 a7 14.3 9.7
Houston 133 330 37 1268
Loe Angnies 13.3 188 183 128
Miom 189 2.9 178 16.0
Minnespols L 84 9.9 8.0 6.1
New York 172 24 23 150
Oaiiend * 11.4 168 133 9.6
Prilageigtie T 12 250 210 3
Mok 128 0.0 283 14.4
Prestxrgh 122 310 134 120
9.0 318 138 12
11.2 178 181 9.8
11.6 183 168 10,
| ¥4 144 a9 63
.
e Mgher  tejoction. rites 10
rates for
blacks snd Latinos “may be dis-
crimination, ar it may be some-
thing eise.” such as sa individual's
credit histery.
“T suggest R is worrieme, bt
I'm not preparwd o my thee's
diserimination until we gat farther
ints " be sid “Tm swe the
e e T ey
are
1% & paresived (n the meariketplace.”
fussd o discuss its resuits until O"‘“- the (nstitu-
after a directory’ meeting today. tions ?‘ of the

Security Pacific exseutives could

]

i
Eig?ggg
]

ersof the homes when the borrow-
2r cannot make the pavments.

applications for conventional

denied 166%, snd the recasining
102% were withdrawn, For gov-
erament-backed loans from
v and the

Federal Adsinistration.
the denial rate was 165% and the
withdrawal rats 10.5%.
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EXHIBIT A
Mayor letter to B of A

LOS ANGELES, SALIFCRNIA DOOIZ OFFICE OF THE MAYOR TOM BRADLEY
2131 «as-3310 uavam

October 23, 1991

=

Mr. Richard Rosenberg

Chairman and Chief Executive Officer
Bank of America

P.0. Box 37000

San Francisco, CA 94104

Dear Mr. Rosenberg:

I write concerning the proposed merger between Bank of
America and Security Pacific Bank. .
I appreciate your letter of September 20,- 1991 outlining Bank
of America’s commitment to affordable housing in Los
Angeles. I am also aware that Bank of America has recently
announced its general plans t¢ commit .more resources to
community reinvestment over the next decade. I commend you
on this effort.

I am also aware, pursuant to a phone conversation we had
recently, that Bank of America is sensitive to issues the
merger raises such as branch closures and loss of occupied
downtown office space.

However, recent disclosures by the Federal Financial
Institutions Exam Council concerning Bank of America troubled
me. I am especially concerned about Bank of America’s high
rata of denial of mnortgages to mninority residents. The
figures demonsatrate that last year the Bank rejected home
loan applications from ninorities at a far higher rate than
from Anglos. Further, home loan applications for African
Americans statewide constituted but two percent of the total
loan applications considered by Bank of America. Finally,
within the City of Los Angeles, Bank of America’s denial rate
for minorities was over twice the citywide average.

1 am concerned about the following potential effects of the
proposed merger:

a) The loss of a large amount of commercial office space

currently occupied in downtown Los Angeles as a result of the
merger;

“AN CQUAL EMPLOYMENT OPSORTUNITY -AFFIAMATIVE ACTION EMPLOYER®
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“r. Richard Rosenberg
October 23, 1991
Paga Two

b) The Qistinct possibility that the merger will lead to
clogsures of bank branches in low and moderate income arsas of
Los Angeles, places that are already underserved;

c) The distinct possibility that the merger will cost
hundreds, if not thousands, of Los Angeles city residents
their jobs;

d) The impact of the proposed nerger upen the economic
development of the city’s less advantaged areas. At present,
the City of Los Angeles does not have the resources to meet
increased credit and economic needs of communities presently
served by Bank of Amarica and Security Pacific Bank; and

e) Although Bank of America is considering taking over a
Community Development Corporation formed by Security Bank in
early 1990, I understand that this corporation has not made
one loan during its approximate two years of existence.

I also understand that Bank of America proposes resolving my
concerns after the merger application has been approved.
This proposed process is not a satisfactory way to deal with
such important issues. The people of Los Angelas have a
right to assess the true impact of the nmerger befora the
merger is finally approved. For these rsasons, then, I would
lika to meet with you at your earliest convenience in my
office to discuss the pending merger.

Thank you. -

Sincerely,

TOH BRADLEY
° Mayor

TB:mb:ar


https://formed.by

229

— EXHIBIT C

B of A letter to Mayor

Benk of Americe

Richard M. Rosenbery
Chief Sxacxarve Officer

Decsmber 9, 1991

The Honcrable Tom Bradiey
200 Nerth Spring Street
Room 305, City Hail

Los Angeics, CA 90012

Dear Mayor Brdley:

As a follow-up to your recene mesting with Security Pacific CBO Bob Smith and
Exscutive Vice President Dom Mnilane of BankAmerica, 1 would liks 0 provids you
with maors details about the commueity leading progoams and beaking secvices that we
are planning following the merger of BaskAmarica Corporation and Security Pacific
Corperation.

Wo belicve this merger presents 2 uaiqus opportmnity to taks the best programs and
services of both beaies and creats 2 comprabensive comrmuaity commitraent that will
bring sigsificans ecomomic benefits to low- s0d moderats-incoms asighborioods in Los
Angsles aad throughout California.

Over the paxt thres months, Bank of Amarica has held a series of intenzive
discuzszions with community groops repressnting virtuaily el areas of Californis,
including Comemmities for Accountabls Reinvestment, the Californis Raigvestment
Committes, and the Greenlining Cdelition. Thess discustions have bess candid aad
productive. We are making & genuine good-faith effort to respond ¢o tho wids variaty of
credit and financial service needs that exist in Califprnia and belisve thess negotiations
will lead not only to 2 renswed commitmens to exising programs, but to the creezion of
new programs that will meet herescfors unfilied nesds.

Sankcf Amwrca Netonst Trust anc Sevings Associenen Bce 37000 San Fransmas, Crierns 90137
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What follows is an outling of the comprehensive commuzity compitment developed
thus far for the new BankAmesica. Many of the programs incinded hers 20 well beyond
the scope of the Comammity Reinvestment Act. We believe they reflect the resources
and the creativity that a stroeg, well-capitalized institution can brizg to beer in meedag
not just the latee of the CRA, bt also ics spizit.

L Incresaed CRA commitments commenncoae with iocresaed siae

You are awars of the 10-yeer goal of $12 biftion amnommced an October 17, whick
esablishes 2 framswork for moes specific program goals. While the $12 billion goul
cxcoeds the existing loug-tarm gouls of the two institations by 33 paccess, i is important
to nots that the aew BeoicAmerica will not necesssrily be equal in size to the wum of the
current assets of the two cxisting institotioss. Sioce the actual size of the oew
corparstion is yet to be determined, ons should act aitempt to reists the sizs of owe
programs 10 that mumber.

The $12 billica goal is a basslios mexmber. 1t is an ambitious goal, and it's postibls
that we ;izy not reach it ia 1992 or 1993, but over 2 10-yesr pariod we intend 10 mest
or exceed it.

Ths existing long-wca CRA goals for BankAmerica Corporstion and Secarity
Pacific Carporation ars shown below in tomi dollars.

BxkAmeda  ScmtePacific | Iol
Californis $5,000,000,000 $2,400,000,000 $7,400,000,000
All cther sxtss —la . L600.000,000 1.500.000.000
Totl $5,000,000,000 $4,000,000,000 $9,000,000,000

~
v
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The 10-yesar goal for the new BaakAmerics Corporation is ag increase of $500
millicn, or 7.5 pereent, over the combined existing goals for California, and an incresss
of §2.4 tillion over existing out-of-stxs goels. Akogsther, the nsw long-term goal is -
33 perceat more than the combined existing gouls of the two corportions.

Califomnia $ 8,000,000,000
All other smres  _4,000,000,000
Total $12,000,000,000

This tansistes into a0 aversgs sl goal of $1.2 billion, which will cansist of the
following activities of significance that ars clesrly messurahls under the Communiy
Reinvesmmene Act: W, I,; n

ﬁsommmmlyﬁrh-snmm
tracts; special affordability programs for Jower-incoms and minority borrowers; -
goverament-guaranieed or izsared loan programs, and homs improvemsot or

Low Iocome Housing.  $150 million on aversge anmmally for development and loog-
temm fimancing of low-incoms housing.

Coxvestiogal Small Busiaces. mmﬂhmmmnyfmw
small beainess losas under $50,000.

Soacial Szall Bosioess Progrms,  $100 millioa on aversge annnatly for
govemnment-guaranteed xad other special programs for small- and micro-business
wmhmwmmmmmm
indirect, ta A

Conmmer loans fixr iower income honssbolds. $12 million o average aomally
mmmmwmmwm.mm.m
improvemsnt, and mobile homs loans thet carry modified underwriting and terms.
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As ocw programs a8 developed 10 address the needs of Jow- and very-low incoms
residents, small- and micro-busiases eateeprises, minority busineesss, aad other needs as
definad by the CRA, loss originations for thess programs will also be courmed towsrd
the 10-year goal.

The existing California goals of both insticrtions equal $7.4 billios aver 10 years,
and our proposed California goal for the aew Bank of Americs is $8 billion. This goal
exceeds by $600 million, or 7.5 percent, the combined existing gouls sven though the
nsw Bank of America will be smaller thaa the combined asasts of the corrent banks.

We believe this new goal exceeds the standard you have roquested. However, it shonid
be recognized that performancs —~ not goals — is the most appropeizts measurs of 2 CRA
progrm.

. Mali-family afforisbis bonsing Jeding

A. Increased dofiar goal. In 1989, Bank of America see an anmusl goal of $S0
million in mukifsmily affordable houting fizance beginning in 1990. We feil shoet of
that goal the first yesr, but added the shortfall to the 1991 goal. We expect to provide a
varisty of financing for low-income bousing i 1951 tonling between $80 million and
$100 mition.

Security Pacifie, in nagotiations with Commmnities for Accountabie Reinvestment,
agreed to a *Focus Fundiag® program unader which it would provids long-teem, Iow-
income housing financing in 1991 wtaling $10 million at 6 percent interest. In addition,
it agreed to contider expanding the commitment to §18 million in 1992 and, beyend
1992, agreed to meet and discuss reaewal of the program on az annxzl basis.

Whila the new BackAmerica will honor the Focus Fanding commitment, ws balisve
there are potentially mare effective wys 10 incresse the supply of low-income bousing.
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Bank of America bes beent working with the Califorsia Reisvessmens Commines i
expiors alzernatives to Focus Punding thet will coaste mare affordabls hosting and/or
increase the depth of affordahility. One particulardy exciting and unique concepe mised
in preliminary discescions is ©© crons & predevelopment aad sits acquisision fad for
afftrdable hossing. This higher-risk psogrsm has ot bess flsalised sad worid nesd
reguisory approval, but at this time, it is eavislonsd 1 towl spproxicaely $2 aillioe 7
divided emong the HUD preservation/preptid markst, and wrbes and raral marioecs.
Bank resources will be made svailable ag below-mariat rases 10 insermediaxies, which
will select, scracarre, and underwrie the individual trassactions subject 10 bank
approval. Bank dollars will be masched by pabiic sscior fisads aad availsbis oaly 1o
nooprofts developers. This fund, if reslized, would provide & vaiuabis acw rescurce that
could bave 8 significant ffect ca creatioa of new low-incans housing in mazy differes
markets of California, inctuding Los Angeles.

B, Tameting Vory-1ow Incoms. The California Reinvestroent Commities and Bank
of Americs agreed in 1989 that the bank’s affordeble housing finsscs programs would
targes California regidents exrning 80 paroeat or lees of median incoene, and that within
that goal, "a significant amount of thegs fands will be loaned for affordable bousizg for
individuals and families exming 50 pacant or less of HUD's ares median incoms (or 60
percent where tax credits are used).” In 1991, a3 of Sept. 30, SS percent of the units
fizanced by Bank of America kave besa for very-low income (50 peccent
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and below) and 435 parcant for low-incoms (S0 percest to 80 parcest). We will comtiane
to target & significast portion of this portfolio toward housing thae will mest the needs of
vesy low-income temants.

C. Mahile Homes. Sincs 1983, Beak of Amarics has actively supported residect
parchase of mobils home parks. It is oss of the caly beaks sscving this market and we
intend to contirne to do 0. Mot of the sppiication inguiries Benk of America Stxe
Bazk sees ars cases where less than 25 % of the rwnidenss fall below the 80 percest of
medizn incoms affordability quatification, so thoss projects are oot comsiciered for
affordebls housing credie. In 1991, Bank of Americs Stase Bank expects to provide
resident conversion finaacing covering 196 affordahis spaces. Coe of thess projects did
not qualify for financing until BofA State Baak took the ixitistive to identify and
convincs an organization to maks & below-markre-r3te deposic 20 the issereet sxvings
could be pessed ca to the mobils home park recidents.

Bazk of America will expaad its leading on coaches iocated ia desigaated Jow-
income co-ops a3 initiated in the Sxnex Elens perk in Soledad, California. Befors yexr-
end 1991, Bask of Amarics will implement a $10 million, 3-yesr pilot peogram utilizring
the BASIC program. A Hmitstion of fiaancing 25 percent of the conches in any single
perk will apply. However, we will mview exceptions to ths rule on 2 case-by-cass
basis, and will waive the requirement if exteamsting circumatances exist, as was the cuse
in Saledad.

I _Sizgie Family Leading tn Low-focome Cenms Tacts

Beakrof America’s HMDA figxres show we are making progress in lending ©
lower-iacoms 2ad minority customers, bot thers ramsins mars we Est do.
BankAmerics has been monitoring pecformeacs in this ares for some tims through the
services of independent experts in the field, and ws've takeg a varisty of actions ©
mmwnmémnqmm

\
N\
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* In 1989, we introduced BASEC, a consamer losa product (incinding boms
improvement and mobile home purchess loass) with special undecwriting criteria
allowing lowes-income customers to qualify.

¢ I11990, we introduced Neighborhnod Advaatags, a hame loas prodect targeted to
lower-income census tracts that requires 30 perceat lees incoms 1 quatify thes
standard loans.

» Active participation in both Reuitists (Africaa Americaa Real Hetats trads
association) aod Bay Area Urban Bankars (African Arserican financial trads
association) lenders' fairs throughout the Bay Area aad in Los Angeies hes incressed
our pressncs in minority conmmities. BofA fs also financicg the first
computerized mambership directory for the California Association of Real Exate
Brokers (Realtists) with the agreement that we will have access to the directory foe
purposes of direct mailing to the African Americss membarship statswids to market
onr boms lending program.

Mare receatly we have:

« Incressed financial incentives for bank officers to make creditworthy losas in lower-
income neighborboods and to minority customers.

o Developed a uniit to focus exclusively on originating CRA-relaied homs loans
through our reaity cheansis. This effort is in addition 1o Neighbarhood Advantage
loan ariginations through our branches.

o Instituted 1 three-tisr revisw process for loan spplications involving Neighborhood
Advantags and/or minority applicants. If the original underwriter in the Residentizl
Loan Center does not spprove the application, it is passed to a sealor officer at the
RLC for anothar reviaw. If a decline is recommended a2 thet loved, it is forwasdied to
carporats undeewriting cfficers in our San Francisco headquaners. Wo havs s asids
$30 million t fund loans of this type that do not,fit ither coaveational or
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Neighborhood Advanizgs uaderwriting criseria. This process will heip cs become
mons aware of poteatial cbetaclss to approving loans o the flsld level 28d eashie ta
to modify the process whare syproprisse.

. w:wm#hhmm incinding the
appoiotment of an “appexisal ombudemea® who can review loans sppiications where
sppraisl is 1a icsee. The coabudsmen bes the sntharity 10 overrids fleld appexisls.

Bazk of America is also sxpioring 2 program © atiow Neighborkood Advaomge
applicants to quaiify by incoms, instead of Hmiting the product to jower-income censs
tracts. While & geographical focus is effective in recapitalizing lower-income areas,
quatifyiag by incoms would maks Neighbarhood Advantage svailabls in all sreas of
California. We expect thoss and fixure actions to significantly incresss the volume of
leading to lower-incoms asighborboods.

1V, Economic Development

Banks have traditiosally addressed 3 mejor portion of commmaity credit nceds
through the housing sector, Ia recent years, BafA sod other baaks have becoms mors
active in economic development programs, which build cxpacity in the community ©
promots and sustain the growth of nticrobusisecsss, sail businssses, and other
prosperity-gmarxting endesvors. Beak of Americs bas bess encouraged by the success
of such groups as the Los Angeiss-based Coalition for Women's Econosric Development
and hag mads philanthropic contributions is sapport of thess groups. In addition, ws
have provided technical sspport through the expertiss of our community development
lexding officers.

e
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Thase groups offier great possatial 10 developmen and we inmad
10 continue our suppart in a variety of ways. We will recommend to the BankAmerica
Foundation’s Board of Trunees that they 10 pescent of the Foundation's bucget
ancuslly (with a mivineem levat of $1 for comnxnity deveiopmmt grats. We

will seek community izput to desiga 3 program that mey iaciude ecosomic development
initiatives (cxpacity-building for aoaprofits to manage commercial veatres, recoverable
grants foe specific projects, and childears) i addition 1 affordabis housing.

‘We alao offer a variety of goveromens-gusrantesd logn programs in seppoct of
vekiicle to cobancs community devalopment and Baak of America Stats Bank has

established 2 post-merger goal of $100 million 2 yesr in goverument-guaranteed small
business loans.

BafA Stats Bank has mads & conscious sffort to expand its leading 10 minority- aad
women-owned small businesses in our community, and to provide small losss of
$100,000 or Ises. These two scgments &rv reported as part of our total SBA ending
activity. This year, BofA Stms Baok, afier removing iis mininem loss size, roported
that 43 percene of its snail besiness loans waes $100,000 or Jess and 31 percent of its
loans went to minority- or women-owned businecsss.

Cleaxty, SBA lotas are act sufficient to mest all ecosomic developmant cradit
nesds. BofA Stam Bank kas an officer respossibie for deveioping sew programs with
public and nooprofit resosrees.  For example, it is the onty benk to perticipse in
California's regions] guarsmes program on & staEwide basis, which meets some capital
needs not addressed by the SBA.  Other examples inciuds the FHA Commusity
Facilities Losa Programs, which financed a medical clinic owned and operzted by a
nonprofkt seeving the Native American community, and the FHA Business and Indostry
Lozn Program, which cag be used for nooprafit borrowers {xvoived in a business
veatre. Bodxdthe-mmu'mnlu-. Racemtly, BofA Stass Bark initiased
ammwmmmanma
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belaw-maricee-raze deposit in reeum for making below-market-rats tmail business losns
of $25,000 and below in special geogrsphic mariats,

Oftea, special credit needs ars addresssd through localized programs. Going
forwand, BofA State Bank will continns 10 mest with inserested public scctor officials
in establishing local programs to augment its lending programs that leverags foderal,
state and local resources with bank resources.

We also intend to aggressively expand cur presence ia the cosvestional small
buziness londing mariet. We expect tho merged besk to provide at less $200 miflion &
year in conveational small business loans vader $50,000, in addition to significant loan
volumes abote,that level,

We are open to discussion on the'foturs of the Los Angeles Commxity
Development Corporaticn, with the preference that it have a greater rango than jus the
city of Los Angeles. We would also ks o explore different markee siches that the L A
€DC might focus oo

Y. Bagk Scrvices

A, Limited Checking. Benk of America's Limited Checking Account was designed
1o meet the nesds of lower-income cosomers.  For $3.50 2 month, with no miniomm
balance and an opening depoxit of only $25, cussomers have full access to Rask of
America segvices. Not caly do they have s checking account, but they receive &
VERSATEL card, and the ability to cath checks, withdraw funds, and maics deposits &t
any branch.

Following ths merges, we anticipats increating the cumber of checks honored
without charge each month from eigixt to 10, and we intend to introdace Limited
Checking in out-of-state subsidiariss'as soon as possible. Attached (Ram: A) is a detailed
descripticn of BofA's Limited Checking acoount.

.
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B. Chack Cagking. Bank of Amarica is actively working towand requising caly oae
pisce of identification to open an sccount or cash 2 check for non-cosomers.
Specifically, ws expect that a driver’s licenss, California ID, or a currens pasaport (U.S.
or foreign) will be acceptable forms of identificetion. Our goal is 10 sacourage increased
uss of the becking systam.

Curreatly, branch manegers have the freadom o accept caly one ID for individeals
or groups of peopls who coms in under the asgis of 2 social service ageacy or aa
employer. We do nox require ar sk for a credit card, although they 2re acceptable as
identification.

‘We offer free check-cashing m ail depositors, with a VERSATEL card sufficient for
identification. We encourage direct deposit of checks and will be bappy to contions
promoting this sscvics with stzse and county agencics, aihough they have showna
reluctancs to support this sexvice in the past.

We will costinue to charge markst rates for casking checks for oop-cosomers. We

believe that promoting banking reistionships is in the best inarset of our commmities,
and that the low cost of Limieed Checking makns i affordable 10 cveryone.

C. Banch Closuzes, We recogaize the impartuacs of & branch presence in mesting
our commuxzitiss' fingncial sacvics needs. To that end, recognizing that some beanch
divestitures may be mandemd by anti-trust considerations, we will use the following
parametsrs as we identify branches for consolidstion,

* We will maintxia or eakancs the existing lsvel of seevice. No new underserved
aress in lowerincome meriats will bs creatsd by the closars of 2 Bank of Americs

"M _

or Secarity Pacific branch, VAl SR

SR

« If 2 Bank of Amarica or Security Pacific branch is the oaly provider of fimnciel ) (Y =

services in a lower-incoms commenity, it will not b closed.

AN
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When branches are consolidated, we will recain and tasefer all cosomer reconds zad
mumﬂnmhq:i.

13 7 e vy\- A 1./‘
Wewﬁmmmmmaymdmmmmmm
neighborhoods. _ . »

hhmﬂﬂymnauﬂbnmnﬂ-“nﬂnaﬂhm
them to community-based, nonprofit sconontic development crganizatioas om a case-
by-cass basis, depanding on such factors as ownership satns, lssse requirements,
and market conditions.

As saff size is affectad by consotidations, we will essuse thet women and minoricy
employees are not disproportionessly affeced:  Efforts to incresss the empicyment
of women and minorities throughout the corporation will contirue.

‘We zze also exploring ways i which the merger can provide opportuitics to expend

banking sexvices in areas such as Sonth Cantral Los Angaiss. Dus 10 the seositive caturs
of sams of our ideas we'rs not fres to discusa them at this tims.

Y1 Benefita for Dispiaced Expiovens

The cantarpiecs of cur Merger Transitios Programs, which sppliss to both

BankAmerics and Security Pacific crapicysss, is a ssverance package that will
compensate displaced employees with tires wosks pay for every year of service, witha
mininum of threo moaths' courpenastion and & maximum of 18 moeths.

W
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Mayor Tom Baadisy
Decomber 9, 1991
Pago 13

In additios to the severencs packags, the Merger Transition Program inclndes
thess benefits:

search saategies, and a wids varisty of admisistrative services for displaced
empicyess 10 condoct a job search or purus alemerive carser opportzities.

¢ Boaisess Losns The bank will esmbiish 3 revolving fund of appreximately $8
milkon for unsecured small buziness loans to creditworthy smpioyess who leave the
baok and establish their own businessss, Loazs up to $25,000 will be provided after
recipissts attand saall business traiging classes and receive spproval from a
decigneted Loan Committes using liberatized credit cricerin.

« Tuition Assistaace for Retraizing. The bank will provids fingacial assistance, tp to
§1,500 per yeaz, for tuition, fess, books, and suppiies for displaced cmployess who
learn new work skills through vocational schools, comumuzity collegss, four-year
colleges and universities, post-geaduats school, or certificats or liceasing programss.

¢ Salagica for Nos-Profit Work, The besk will peovide op 10 75 percent of the criginel
salazy, up to $30,000 per empioyes, for displaced empioysss who accspt exscixive
mmmhm'm

*  Comimation of Mzki-Yesr Hesking School Programs, Employees currsnely aarolled
in 2 bank-spocsored malti-year banking schoal program woald contirue the program
at bank expenss until complsted. This besefit is open to salaried ermployees below
the level of senior vice presidest who are currently corolled in such programs.

* Immadize Vexing iz Ratiranent Plang. All exyloyses coversd by BankAmerics 1od

Security Prcific peasion pians wio ars noe fully vested whes displaced will be fally
vested. o

N
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Mayor Tom Bradley
December 9, 1991
Page 14

 Ecxioyes Loss Rates. Stisrisd eccpioyess are eligible to retain their special loss
rates on existing losns, both consner (excinding credit cards) and reai egtme,
provided they continne to mest the other conditions aasociated with the loass.

* Extancied Eank Secvicas. Pree checking seevices and preferred mess oa VISA cradit
cards will be svailable for displaced empioyess for ans year after they leave the
bank. All displaced erspicyees ams stighie, incindisg hourly employess who have a
VISA card at the tirs of dispiacement.

* Hemith Care Coverage. Employess who alsct to receive their ssverance pey in
insmilments mxy coatinne their heaith care coverage at the active exnpioyes ras for
the life of the severxncs paymenis,

¢ Handship Financial Assicanos. The bank will provide cse-time grants for the
remaindec of the school year, tp to $1,000 per smpioyes, for wition of dependents
in college and privats schools. Childres of displaced empioysss will be cligibls for
the BankAmerica Scholarship Program for ons year aftar separation.

VIL Minoriy Purchasiog &

In the first three quartaes cf 1991, Bank of America’s vainms of minority business
contracts reached $24.5 million, and contracts with womena-owsed busincesss totaled
$18.5 million. Woe are actively working 1o {screass businees with minority and women-
owned firms, and will be sstting and clossly monitoriag 2ggressive internal goals.
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Mazyor Torm Bradley
Decembar 9, 1591
Pag 15

VIIL. Stowsne fox Comumunity [nges

Bank of Amarics and Security Pacific have longstzadicg, productive relationships
with leading community groups in California. As mentionsd cariier, BafA kxs held a
sigzificant sumber of masting with thoss groups, and with city repressatatives, o
discuss commucity issues reiated 1o the merger of BankAmerica and Security Pacific.
‘Ws axpect thoss mostings to coations and in soms cases, notably with the Califomis
Raiovestmaxt Commities, we have agresd 10 3 scheduls of reguise ongoing mestizgy.

1n addition, Bank of America State Bask has cvated 8 [0-cember Advisory Bomrd
compeised of community developmant aoxt hovsing specialists from throughout
California (See Item B, astached). This group advises BofA Stass Baok on specific
community credit needs and provides counsel on how BofA Stats Beak cant best
mest thoss necds.

Bank of America bas also agresd 10 ostablish 8 small advisory board that would
represens California commrunity interests and mest regularly with the Social Policy
Committss of Bank of Americz. The Socisl Policy Commities is comprised of sexioe
managemsat 3nd makes policy recommendstions to the beak's Masaging Conxzittes.
Tha Social Policy Commirtes was instrumestal in developing Neighborhood
Advamage, BofA's lower-iacoms homs losa product, and the creation of 8 community

advisory board would provide a direct channel ismn the policy-meking process at the

Encicssd ars two recent publications related to commenity issnes — Bank of
America's annoal Community Reiavestment Act Statement and the Fall issue of
Commanity & the Bapk, which containg & record of BofA's CRA activity through the
third quarsee of 1951.



Both Bexk of America aad Secarity Pacific apprecias the recest oppormmity we had
to sexve on the Los Aogeics Commmaity Reinvestment Commities. We balieve this
muitilatacal approsch to the challenges of honsing xixd economic development is
effective and productive. We look forwand to the oow BankAmerics's increased
involvemont in the growth of Los Aoguies.

'We hope this lettec bas bess resposstve o the concerns you heve regarding the
meeger. I cither one of us can be of further assiszace, pleass don't heaitats to call.
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Bank of Ameries
Intreduess Limited Chesking

Bank of Amenca announces & new checking account—Limited Checking. For a monthly service charge of $3.50°,
Limited Checiung Qives you:

* 8 checks or point-ci-saie (POS) transactions* * per month
AND

¢ 8 VERSATELLER? ATM cash withdrawais per month.

There 3 23.50 charge for each additional check, point-of sale (POS) transaction or VERSATELLER ATM
cash withdrawal sach momth, o

For more information about Limited Checking, ask a1 any Bank of Amenca banch.

WHICH BofA CHECXING ACCOUNT BEST SUITS YOUR NEEDS?

BofA otters a wide range of checking pians 1o meet a varisty of checking needs. Piease take a lock at the chast
beiow to see which BalA checking account best meets your needs.

Monthly| PFee |VERSATELLER® To Waive Ninimunns
Service | Itarw® ATM Monthly Service Charges | Opening
Charge |Chrges) _ Charges | Koes this Minkmurm Beiance: Depowst |
Alpha Interest Checking [ 7 NONE NONE mgﬁnﬂm $200
— eenngs
Alpha Checking ] NONE NONE u.saa::wm | $200
—_— R — el
Custominterset™ Checking 3 NONE NONE /$1,000 $500
Custom Flat Fse* Ch 38 NONE NONE m& 3100
CustomChoics® Chacking 3 Oeacn .30each $500 $100
cashwitharawel
Limtted Checidng K50 |.50each, SQeacn .- Natagpiicable [=]
in sxcees| cash withorawel,
ol8 inexcessol 8

W

N

MICAITS Q4R

52-194 0 - 92 - 9
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BANE OF AKERICA STATE RANX
ADYISORT BCGARD XEXEXRS

Carla Dartis

Drew Rocnomic Devalcpmant Corporation
3209 Narth Alameda Strrast, Suits J1
Compton, CA 90222

Rick Devins

Devine and Gong, Inc.
41 Sutter

San- Francisco, CA 94104

Art Goodman

CDC Small Business Finance Corporation
5353 Mission Road, Suits 218

San Diego, CA 92108

stan Xeasling

The Ruzral Califernia Eeuninq Corperation
2125 15th Street, Suits 101

Sacramanto, CA 95318 I

Dan Lopes

Calif. Community Reinvestnant Corp.
P.0. Box 10639

Burbank, CA 913510

Joha Msaley

Coachella Valley Housing coalition
45701 Monros Street, Suits 6
Indie, CA 92201

shezzie Pugh

Califernia Community Zconemic Develcpment Association
1950 addisen Street, Suite 200

Barkeley, CA 94704

Russell Sakaguchi * 5
ARCO Foundation -
515 South Flowver

Los Angsles, CA 90071

420 Main Street, #208
Watsonville, CA 925076

Clarence Williams

California capital Small Bhsinsss D-vo:l.op-.a: corp.
926 J Strast, Suits 1500
Sacramsnts, CA $3531¢

10/22/91 -
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EXHIBIT Dw2 . -
g SP Home Purchase Loans 1990

- — } . . . i of Loans/Troc.l'
Security Pacific Loans and White Non Hispanic Pop . o

Source: 1990 HMDA by Dr S.G. Lipton

- 2.0
[ 4.0
[ J 8.0
o 16.0
@® 20

Proportioh White Non Hisp

B owoos
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0.4 to 0.75
D 0.75 to 1
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i EXHIBIT E~1 -
South LA Banking Institutions

.. Banks and Savings & Loan"ssociations
Bedus Angle Con oty B ot Comamttey o South G f O EOITRTE NI IACAY

| 6400 Savth Avalon Bhet BLED
. i
[ 4 Wemnmbve, 2010503
&) 1 Slsumn-Vemont Branch
l 30, 5700 Sauth Vermont aLED
Zm=mes /3 N & University Vilage Braeeh
3 . 965 Yext Jafferson 201.051
- 5. WinyBanch
. . 100K ScomCormeldve, 291050
£ Wersm & 8764 St Grarch
4 K/ 6701 5. Wesem Ave. ol
b . / .
= First tatorvtate Bk of California
l 7. Adams & Eroadwey Brarch
- P i 143 Weat Adams BT
[ 1 NEEIE H4F HIF 3 £ Forwnca & Cornond Brarch
i ! l I I BRT ! } I i ! NUERomcake,  SNEN
L
Sacuricy Paciic Natieen! Bark
- 2. Breadwey & Marchesta Brarch
h 2554 Sauth Eroadwey g
? = 10. 1821 & Weezen Branch
19 South Wemembve, 7T
1. Fgoerce & Adams Brach
== ‘ — samarsrrv S Froere e
COMMUN 12 Rarwnce & Avalen Brach
[— - PLAN AREA 501 € Roranca e, T
12, &3 & Westem Branch
W SohVemmAe AR
14, Univarsity Vilaga
T 521 Wext Jafferson Biwd, s
1
1 necarn ot 3
Calirsia Fadersl Sovings & Loan Asser,
g 15. South Carral Los Angeles Brancs
1601 Ext 10368 5. -
Groot Wasters Baak
19100 Manchesc Jve. [ -]
Hema Loan Counsseling Cotar
S WerAdma B, 1000
Wastern Fodarsl Savings & Loza Ames,
I
SOUTH , - i i ! 1. USCBareh
CENTRAL 5 3301 Scath Hoower 7857
COMMUNITY § e & Lo Armee,
PLAN AREA - @ 19,6501 Sca: Broadwey man
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EXHIBIT E~2
Check Cashing Institutions

Check Cashing Facilities B

m the Los Angales Comuumty Bemstnzent Commattes’s South Centrad Dempnstroticn Project Arga
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Check Cashing Facilities

N in the Los Angeles Community Renvestment Committee’s South Central Demonstratian Project Area
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Banks and Savings & Loan Asscciations
m the [os Angeles Commumity Remvestment Committe’s Seuth Central Oemunstraticn Project Area

Bank of America

. Industrial Branch

6400 Scuth Avaion 8. 291.0530
Martin Luther King Jr. Branch

4100 South Westam Ave, 251.0503

3 Siauson-Vemmant Branch

~

5700 Scuth Vermant NED
4. University Village Branch

585 West Jaffaron 291.05001
S, Wams Bnch

30340 South Cantral Ave. 291050
8. Westam & 87th St. Branch

8701 S, Westam Ave, 291050
First Inteestatn Bank of Californis
7. Adams & Broadway Branth

141 West Adama 8143756

6. Florence & Centrai Branch

; 1144 Enst Aorancs Ave. 5396311
E
Security Pacific National Bank
N = 9. Brozdway & Manchestar Branch
l 8564 Sauth Broadwey a3
= 10. 16th & Westam Branch
1819 Souty Westam Ave. 7349724
1. Figuerce & Adsmg Branch
== WX T & —) SOUTHEAST 205 Fguron ez
COMMUNITY 12 Farence & Avaimn Branch
—— omtrn PLAN AREA 501 E Roranca Ava. 7Sa30
12, 43d & Westam Branch
4277 South Westem Ave. 57 -
1A, University Villaga
621 West Jeffarson Bivd. 74BN

Savings & Loan Associations

1601 Bt 103d St. 5645991

Groat Western Bank
18,1027 Manchestae Ave. 6523652

Heme Loan Coaraling Center
17. 1115 West Adams Bivd. 1080

Wosters Fedara) Savings & Loan Aszoc.
18, USC Brarch
3301 Sauth Hoovar 185

Rrondway Fadorsl Saviogs & Lo Assec.
19. 4501 Sauth Broadwey man
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Mr. William Anderson

Director

Veterans Administration Medical Center
Bldg 218

Wilshire § Sawtelle Blvds

Los Angeles, Ca. 90073

7 November, 1991

Dear Mr. Anderson:

I am writing this letter to thank you for your concern and
involvement - in my opinion - beyond the call of duty for
sponsoring and fostering the Federal Job Fairs ... and to
compliment Mr. John Costello for his ingenuity and positive
enthusiasm in designing them in the first place.

I, (one of many I am sure) was a public relations and television
executive who, having made: some money, decided to get out of the
rat race in that business, and live a little longer. I heard
about Mr. Costello's Federal Job Fairs in the media (both radio
and television as I remember) and, after some searching, located
Mr. Costello as their primary contact He was positive and offered
me an appointment, an interview and, ultimately, advice to take
the Government-offered Admlnlstratlve Careers With America exam
series. I scored highly on the exams (92-98%) and was offered a
position through the OPM Office in E1 Monte, with The National
Archives, Pacific Southwest Region in Laguna Niguel.

I've been at work for the Federal Goverment (National Archives)
in Laguna Niguel for three months now - and have received one
promotion already. I would not only have not known about this
job without the media coverage of your Federal Job Fairs, but
I wouldn't have known how to find my way into the Governmental
quagmire. What the Job Fairs did is personalize the Federal
Government and make the possibility-of getting a job with the
Fed seem plausible. From my first interview with Mr. Costello
and Sharon Alvarez (dnd again, from what was easily perceived
as. their willingness to be of real assistance) I knew that a
job might be possible given a Tittle time and direction.

I was later offered an interview with the FAA and had to turn
it down as I was -already employed - again as a result of their
guidance. I hope you keep up the good work - your Federal Job
Fairs should be city-by-city, country-wide!

A

William B. Doty
32941 Danacedar
Dana Point, Ca. 92629

cc. Hank Mear Jr. Chief, Personnel Svc. (05)
Sharon Alvarez, Chief Dev.
John Costello
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% Take a Personal Look at a Career-in Public Service

VA DELEGATED EXAMINING UNIT'S. 4th ANNUAL -

FEDERAL JOB FAIR

ARMY RESERVE CENTER
1250 Federal Ave.
Ios Angeles, CA

February 4 and 5, 1992

10:00 a.m.-3:00 p.m.

OVER 1,000 CAREER OPPORTUNITIES |
For Entry Level to Experienced Professionals

'I‘tus:syourchanca’o:speakw:.thovar 30, separatafederalagencyrecrmters
about various career cpportunities. Be sure to bring plenty of SF-171's

The United States Government
* Increasingly the First Choice %

* An Equal Opportunity Employer »
(U.S. Citizenship Required)
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EDD
=2 l l Serving the People of California

State of California / Health and Welfare Agency Pele Wilson, Governus
1001 South Grand Avenue, Santa Ana, CA 92705

winior 10 February 1992

John Costello
Department of Veterans Affairs
VA-DEU (05)
Building 218, Room 36
* Los Angeles, CA 90024

Dear Mr. Costello:

As you are aware, the unemployment rate here in California is very
high, Unfortunately, a large number of these unemployed personnel are
Veterans, not just the recently discharged, but Veterans going all the
way back to World War II.

VWhen the Federal Job Information Center,formerly located at the
Lang and A Center, closed early 1991 we had no place to send
our Veterans for the services formerly provided. As a result, we here at
the Santa Ana EDD Office decided to.set up our own Federal Job Information
center in our office., We had everything except appropriate personnel who
would staff it and be able to provide the necessary information.

Through the efforts of one of our DVOPs, Howard Foster, we were able
to contact various Federal Agencies who have been extremely supportive
of these efforts. And, one of the most supportive has been your very own
VA Designated Examining Unit from Los Angeles.

Thanks to you personnelly, because you have been coming down here on
a regular basis, and those personnel from other Federal Agencies, our
Federal Job Information Center has been a resounding success with some
of you seeing as many as 50 Veterans in a single .day.

Thanks so very much for your support and I hope we will be able to
count on you in the future since the unemployment rates do not appear
to be improving and we will continue to have a substantial number of
Veterans who will benefit from you, and the other Federal Representative;s,

ﬁlybee%ortive. i




6922 Hollywood Boulevard

Suite 415

Los Angeles. California 90028

Phone: (213) 462-5111

Fax: (213) 462-2228

October 15, 1991

LOS ANGELES COUNTY AEROSPACE TASK FORCE (ATF)
FACT SHEET

PROBLEM: During the perlod of December 1986 through August 1991, 73,500 aerospace employees
were displaced within Los Angeles County. Additlonally, 110,200 jobs in supporting Industries were also lost
for a total of 183,700 unemployed. By 1995, this aerospace unemployment total Is expected to rise to
395,000 because of downslzing.

ATF CREATED BY: Los Angeles County Board of Supervisors on May 22, 1990. The Economic
Development Corporation provides staff support for the ATF in' cooperation with the Community
Development Commission.

PURPOSE: Mitigate the impact of downslzing taking place in the aerospace Industry.

« Create public awareness about downslzing problem
» Promote economic diversification and development
= Gather support for these efforts from government, industry, labor, academia and the public

STRUCTURE: Steering committee and the following subcommittees: Alternative Business Opportunities;
Public Awareness; Training/Retraining.

ATF STRATEGY: To create an effective ATF strategy the Community Development Commission
applied for and received a $90,000 grant from the Economic Development Administration and the
Department of Defense. The Commisslon provided an additlonal $30,000 in Community Development Block
Grant funds and will apply for another grant to implement the strategy. In June 1991, the Economic
Roundtable was selected to develop the strategy and will submit its recommendations in approximately eight
months. The strategy will integrate information about:

« Aerospace and defense employment In the county, reemployment opportunitles, and training
needs.

= Alternative business opportunities, a survey of affected industries, and an analysis of the
prospects for industry growth and diversification. A business forecast for local aerospace flrms will
also be generated along with recommendations for reducing industry disincentives and the
development of an export strategy. The ATF will develop a Business Opportunitles Clearinghouse.

« A case study of an Impacted community. Based on econometric projections, analysls of
secondary job and business losses, and Identification of constraints on land reuse, the model will
give local policymakers a clearer understanding of the problem and a blueprint for action.
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T U.S. HOUSE OF REPRESENTATIVES
...'.':,;_.:i.m}":'- COMMITTEE ON‘BANKING, FINANCE AND URBAN AFFAIRS

AFE Ca rcana ONE HUNORED 'SECOND CONGRESS

U iancin s AT TNZOu 00T CAR0UNA 2129 RAYBURN HOUSE OFFICE BUILDING TRALAGES, Cuamna
oD rnt wtw voRs RIS WASHINGTON, DC 20515 SO s
VA wCabns iBAATER St sonnion. Stk

RCHARD ¢ wLAL MASSACHUSLTTS

CHARLCS LuTly OMIQ 1 BLRNARD SANDLAS VIXUONT

LLAXINE WATEAS CALIOANIA
Py 1201 2254247

1L OATOR JTAN

1M BACCHUS SLONDA - .

JAMES MORAY Ja, VIAGINA

J0WN COR 24 RUNOIE FOR _IMMEDIATE RELEASE

TIO WIISS MIwW YORX

HM SLATI(RY XAXSAS |

GARY L ACZIAMAN, NTW YORK

WASHINGTON, D.C., January 3, 1992 -~ Because of the urgent need
to jump-start the economy and to hélp cities and states rebuild after
having seen their federal funding slashed over the past decade, Chairman
Henry B. Gonzalez of the House Banking Committee today introduced H.R.
4073, the Y“Emergency Community Development Act of 1992," which will
authorize $15.8 billion to be appropriated for housing and community
development programs which in turn will generate $29.1 billion in
economic stimulus and 'will create more than 750,000 permanent jobs.

"Despite the last minute rally of the stock market during the
waning days of 1991, the reality is that the nation continues to be in
a deep recession,® said chairman Gonzalez. "The public®s confidence is
low, the unemployment rate is high and about one million unemployed
persons are so discouraged they have stopped looking ‘for work at all. ‘The
outlook is grim -and a shot in the arm is badly needed.®

"This is why I have introduced this bill. States, cities and
towns, both rural and urban, can use these monies to repair their
crumbling infrastructures, to build and repair afférdable housing, and
to fund public service employment. The bill will also increase
homeownership by subsidizing low cost: loans and down payments for
eligible first-time homebuyers,” he said..- i
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“The bill will distribute $10 billion principally through the
Community Development Block Grant (CDBG) formula for funding cities,
counties and the states. Cities will be able to repair and construct
local roads, bridges, water and sewer systems, to build neighborhood
libraries, clinics and drug treatment centers, and still have funds to
staff these facilities,® said Mr. Gonzalez.

"This bill is expected to create approximately 300,925 jobs in
infrastructure construction and public service employment. At least one-
half of these funds would be required to be used in moderate and low-
income neighborhoods to meet their pressing revitalization needs,®
he said.

"The funds will also be used for the construction of affordable
housing to meet the needs of low and moderate income families," said Mr.
Gonzalez. "The need is pressing. In 1987, studies showed that more than
two-thirds of the poor- families in the nation lived in subst_and‘ard
housing or paid more than half their incomes for housing. In 1991,
moderate and middle-income families are now experiencing the same housing
problems as the poor, although to a lesser degree. These statistics speak
for themselves. Thus the housing provisions in the bill address the needs
of both groups.”

The bill authorizes funds aimed at stimulating the housing
construction industry. This component would focus on the major housing
needs in the nation, including the need for homeownership for lower
middle income and lower income families, and for rental housing for these
groups.

The bill would generate $10.4 billion in new rental housing
construction, creating 265,734 jobs. The bill provides $500 million in
downpayment and interest subsidies to fund provisions in current law
aimed at eligible first-time homebuyers. This will generate $3.9 billion
in single-family housing activity for more than 52,600 households.
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The bill's single~-family housing stimulus provisions would add
$106 million in rural housing loans for a total single-family housing
stinmulus to create more than 87,472 new jobs. In addition, the bill
contains several provisions for the homeless which include $430 million
of construction activity that is estimated to generate 10,847 jobs.

"A key provision of the bill would fund the vacant public housing
provision which is in the Cranston-Gonzalez Affordable Housing Act, which
is now law but which has never been funded. Reinvesting in the 80,000
vacant public housing units means as many poor families -~ many now
homeless ~- can be housed. In the process, it is estimated that the $2
billion authorized for this purpose will create 52,000 jobs,%
said the Texas Democrat.

"I think 4t tragic that over the past decade the Federal
government has essentially abandoned the cities and the states. as
adjusted for inflation, federal aid to the cities and states has been cut
in half. This is why a bill designed to bring the federal government back
into partnership with the states and cities is critical if we are ever
to bring our economy back to life. For this reason I plan to bring this
bill before the Congress as soon as the Congress reconvenes."
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U.S. HOUSE OF REPRESENTATIVES
COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS
ONE HUNDRED SECOND CONGRESS

2129 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON, DC 205156

FOR_IMMEDIATE RELEASE
Contact: Julie Black

202~225-7141

Erreradwiad

~

T08Y ROTH. WISCONSIN

AFRID A CCANDLESS CALFOR,
RCHARD W BAKLR LOUIS(AN

Caiek STEARNS #10R 0,

VERNARD SANOLRS, VIRMONT

oz 2284247

WASHINGTON, D.C., February 5, 1992 --=- Chairman Henry B. Gonzalez

said today that the Committee on Banking, Finance and Urban Affairs will
travel to the Patriotic cCenter, 1816 Pigueroa Street, Los Angeles,
california on Monday, Pebruary 10 at 9:30 a.m. for the fifth in a series
of congressional field hearings on economic distress.

"He ﬁlan to hear from people in the Los Angeles area who are on
the economic firing line -- those seeking shelter, those living in public
housing, those struggling to hold onto their homes, those unemployed,
underemployed or afraid of losing their jobs, those providing social
services, those receiving social services,” said Mr. Gonzalez.

"The aerospace and defense industries are the major employer in
the Los Angeles area and we will also look at the effect of the recession
and budget cuts on these industries,” said Chairman Gonzalez.

"Another issue especially pertinent to this hearing is the effect
of bank mergers on the local community and on the California economy in
general. The proposed Bank of America-Security Pacific merger will change
the banking scene drastically throughout California and we want to know
exactly what this means for credit flows and services for neighborhoods
and families,™ said Mr. Gonzalez, a Texas Democrat.
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Mr. Gonzalez said the Committee will also examine why some young
people in Los Angeles, despairing of ever finding a decent job -~ and
somehow believing that they have no future -- have chosen to join a gang.
The Committee will hear from former gang members and from those who have
worked to encourage them to leave their gangs for a better future.

"Since early January the Committee has conducted field hearings
in Bridgeport, CT, Spartanburg; SC, Baltimore, MD, and Cleveland, OH to
let people speak out on economic problems. The economic picture the
Committee is getting as it travels around the country points to a need
for a real program for economic growth, not empty promises that all will
soon get better," said Mr. Gonzalez.

“For this reason I introduced an economic stimulus bill on
January 3 which will help cities and states rebuild their long-neglected
infrastructures such as streets, sidewalks, water and sewer systens,
build new affordable housing and renovate existing housing, and pay for
the staffing costs at a drug treatment center and for other~ public
services," he said. "By providing these funds to the cities and states,
money will then be freed up that localities can use to deal with other
pressing problems.”

"My bill will free up $15.8 billion in housing and community
development funds which in turn will generate $29.1 billion in economic
stimulus and will create more than 750,000 permanent -- not quick hit -
~ Jobs in construction, infrastructure repair, and public service
employment,” said HMr. Gonzalez. "Experts will tell you that housing
construction is one of the best economic stimulus there is. This is why
my bill is essential after years of cuts in federal spending for our
cities and states."



262

“It is tragic that the Federal government has abandoned the
cities and rural areas around the country," said Mr. Gonzalez. "Over the
last decade Federal aid to states and cities, adjusted for inflation,
has been cut in half. I am anxious to learn what effect this cutback in
Federal funding has had on the Los Angeles area and why it is difficult
or néarly impossible for a city or county, without Federal help, to
extricate itself from its economic problems.®

- tid
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ECONOMIC OVERVIEW OF LOS ANGELES

s Angeles is the largest ccunty'in the naticn. The county is
pnrot-matel{ 4,000 square miles (about the size of Delaware) a“d
has a po:Lan ion of 10 million people, which is larger that
poculation of 42 states. Slqce 1380, Lecs Angeles <Coun
pcpulation has increased 18% and is ncw c»mur*sed of 41% %h
39.8% Hispanic, 11.2% Biack, 10.8% asian, and .3% Nacive Americ

The GNP of Lcs Angeles Ccuncy is 8th in the world, with a med'an
family income of $42,000. However, tver half «<¢f those ma
less than 342,000 are making under $21,730. Cf the Coun
lower-inceme gopulaticn, 51% is paying more than 30% of chelr
inccme for hcusiang while 17% of ail households, in
unincorgorated area are paying over 70% for housing. According
te the Ccmprehensive Housing Affcrdability Scrategy for the City
of Lcs Angeles, the medlian vriced hcme is approximately $212,770.
In ozder to purchase such a home, one would have to have an
income of approxi mat2¢1 $67,000, which is 62% greater than the
median inccme. Since 1980 the median rent asked has risen 133%
while the median family inccme has only risen 85%, makiag it
increasingly difficult for families %o find decent, affordakle
hcusing in cais area. As = result, many families have found it
necessary te move farcher and farther away from the City,
increasing the already problematic traffic situation and placing
famiiies withcut transportation in potentially greater financial
straits. -

Los Angeles County has about 90 incorrorated cities, ranging in
size frem 63 registered voters to saveral million. Each of these
citias has some form of local gcvernmenh. Scme inceorpcrated
citles such as Beverly Hills and & o“ywcca are actual-v i
zoth Los Angeles County and the City of Los Ange‘ns havs t"ev—
cwn government and police force. Add to this scme 20
congressional distrizts and a very powerful stata government and
one can get a gocd picture of the incredible amcunt c£ arcea and
number of ceople that make up Los Angeles. The City <f Los
Angeles has a mayor and fifteen City Council members. The County
also has its own government composed cf five County Supervisers.

Professor Jon Goodman, Director, The Entrepreneur Program and
Professor School of Business Administration, University of
Scuthern Ca‘l‘orh_ Prcfessor Goodman has studied the Lcs
‘Angelies economy for many years. She believes that the recession
1Win Los Angeles has not been a result so much of the decline in
L.A.' five principal industries: agriculture, real estate,
xeqte*talnment aerospace and financial services, but more a
result of lnflation and the loss of home equity. Professor
CGoodman has werked with a variety of organizations that target
high school students all the way to corporate industry.
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YOUTH PROBLEMS AND YOUTH OPPORTUNITIES

The CRI?S, the BLOODS, the PLAYBQY CRIPS, the ROLLING 60'S, and
the GRAPE 'STREET GANG. These are just a few of the gangs
prevalant in South Central Los Angeles. These groups of urban
vcuths have a long history of violence that, has terrorized Los
Aangeles neighborhoods and prompted the development of
neighborhocd groups, community action committees, and government
i iatives ta'geted at ending the violence and getting these
Jcung rpeople into jobs or educational programs. This ranel
raprasents citizens who work reforming gang members and improving
the quality of life for ccmmunities in the Los Angeles area.

Jim Brown, Director, Project Amer"i"can. Mr. Brcwn is a former
running kack for the Cleveland Browns and a member of <the
Navicnal Fcotbkall League Hall of Fame. Mr. Brown now d‘—ects
Project Amer”i"can - an organization that works with gang members
and urban ycuth in an attempt to introduce them to opportunities
cutside of gang membership. Jim Brown is known for his tough and
effective work with gang memcers and also for the progress he has
made” in getting gang members off of the 'streets and intc jobs or
sducactional programs. Twice & week Mr. Brown hosts group
sessicas fcr g§ng‘mEmbers in his own home.
Claudia MooreJ a Member of the City of Los Angeles Housing
Cenmission whe worked her way up tc become President of the Los
Angeles resident Advisory Council, an organization of public
hcusing community groups that advise the city on the needs of
public housing residents. Through her work with this
organization, Ms. Moore has gained the respect of the community
and ncw alsc a seat on the City's Housing Commission. Ms: Mcore

is also a senior caseworker for Project Build, a group started by
cngrasswoman Watars when she was in  tne State Assembly to
provide job <training and educational opportunities for residents
ef the city's housing vrojects. she continues to live in one of
the city's pubiic housing projects, Nickerson Gardens and has
seen first hand the effect a Jlack of education and economic
opportunity has had con the city's young people.

Brother Modesto, thrcugh the Catholic Church and the Sclidad
Enrichment Program, Brother Modesto has established some 13
schools to ‘educatz former gang dgrassroots members and other
troubled youths. Solidad Enrichment Program emphasizes parent
participation and job skills training programs as a part of their
curriculum. Brother Modesto also "works with the local business
community to establish sponsors or mentors to introduce the
students to corporate America.

Gus Freas teaches classes on the impact drugs and gangs have on
the country. He has worked to establish a holistic approach to
the gang proklem by trying to establish a city commission on
gangs.
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+ HOUSING AND EOMELESSNESS

This pane: will highlight the plighc of the hcmeless, assistad
project tenants and first-time homebuvers in the Los Angeles
ar=a. Each panelist will speak abcut her or his particular story
of securing affordable housing. Issues such as loss of housing,
uremplovment, lack of jcb skills, and che need for mcre
affordabie housing will Le menticned.
Andy Raubeson, Zxecutive Director, Siagle-Rccm Occupancy Hous ng
Corporation. The SPO Corporation was established in March 84
and is a private nenprofit organization dedicated to providing
clean, safe and affordable housing to homeless and very lcw-
inccme individuals in Los Angeles' Cencral City East -- more
ccrmonly kncwn as  "Skid Rew.™ SRC Hcusin cperates i1 Thotals
with a total of 1009 units. SRO Eousing Corpcration received cthe
National Aliiance to End Hcmelessness Award for the organizacion
which had done the most to end homelessness in the Uniced Statas.
comprenensive services are prcovided on site, and include mcnev
management, transportation, daily ccngregate meals,” and healizi
scresaing.

Silviano Jimenez, underamploved father of nine children living in
a cne-tedrccm apartment, Mr. Jimenez is married and has nzne
children, ages 20, :8, 17, 36, 11, 9, 8, L and 25 days cid.
Alchough he previously worked as a boxer, Mr. Jimenez now

collacts bottles to pay £or clothes and Zood. His oldest two
chiléren work at fast-food restaurants to help make ends neet.
Mr. Jimenez offered to spl;t up his family if the public housing
authority could find an available two or three bedroom apartment
for his children, as it could take years before a five-bedroom
apartment he needs would become available at the public housing
authority.

Alvin Jones, a hcmeless Vietnam veteran whe raturned frem the war
in 1371. Mr. Jdecnes found it very difficult to return tc civ
society after the war. His friends and family Xept their
distance and he found that the greater community stigmacized t
as a "Vietnam Veteran." Je became an aliccholic and evencua
lost his job. He soon was living on the street in Skid Rew where
he stayed for 4 or 5 years. He has now cleaned himself up and is
heiping other hcmeless veterans.

Terry Shirley, 3% year oid former resident of the Regal Hotel
Ms. Shirley had no job skills and was unable to gain emplojment.
After living on the streets, she contacted SRO and was placed in
their Regal Hotel facility. She now has a job for the first time
in her life and she has moved out of Skid Row.

David Etezadi, Attorney at Law, Legal Aid Foundation of LIes
Angeles. Mr, Etezadi has worked with the Dreservation and
orepayment issue for three years. The Lagal Aid Foundazicn of
Los Angeles practices f£full service pcverty law, housing law,
welfare law, etc. Mr, Etezadi has specialized in technical aad
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community education regarding the issue of prepayment of HUD
insured mortgages.

Theodora Rolette, Mission Plaza resident. Ms. Rolette has three
children, ages 27, 26, and 24. Although employed as a systems
analyst for the Los Angeles Times for 21 years, Ms. Rolette is
now retired. Her husband works for the railroad. The Rolettes
have lived in Mission Plaza since November 20, 1970. She was
born ia North Dakota on a Sioux Native American reservation.

Carol Berman, Cceanview Apartments. Ms. Berman has lived in
Cceanview apartments since 1987. Her housing is Section 8
assisted housing and the developer could choose to opt-out of the
lcw-income restricticns as early as 1994. Ms. Berman is 36 years
of age, graduated from college, and has wecrked at a variety cf
jobs ranging from actress, waitress, receptionist and barmaid to
cat-sitter. Before receiving housing at Oceanview, Ms. Berman
faced imminent lcss of shelter due to lack of permanent housing.

Brenda Shockley, Housing Consultant. ‘Founder of Charles Drew
Zccnemic Develcpment Corporation, which is involved in
develooment of low income hcusing and day care in Watts
ccmmunity. she is presently an attorney and served as a member
of the L.A. 2000 Committee which attempted to focus on the future
0% Los Angeles in the yea* 2000.

Marvin Greer, Developer, The Williams, Greer Group. ¥r: Greer
has a number of years wcrklng with low-inccme housing
development. Mr Greer is a partner in The Williams, Greer Group

which recently completed Westminster Park Plaza. Westminster
Park Plaza is a 130 unit, $10 million apartment complex in Watcs.
Mr. Greer is Chairman of Leos Angéles Mayor Tcm Bradley's task
force cn housing development in South Central Los Angeles.

Mrs. Donna Spenser, first-time homebuyer. Mrs. Spenser is 29
vears old and her husband is 28 years old. Mrs. Spenser has a
ccllege degree in electrical engineering and her husband, a

constructicn worker, has two vyears of community college

aducation. Mrs. Spenser is currently employed a s an engineer.
Since their marriage two and a half years ago, the Spensers have
been sav1ng for their first home. They have been looklng at
homes in the $§150-$200,000 range and their household income is
approximately $75,000 a year. .

Mr. Reuben and Mrs. Dale 'Hill, first-time homebuyers. Mr. and
Mrs. Hill are 35 and 31 vears old, respectively. They have a
three-year old daughter. The BHills are both college graduates
and have lived in the City for approximately ten years. Although
married for five years and having saved throughout that time for
their first home, the Hills are axperiencing difficulties in
making the purchase. They have been looking at homes in the
5180-3250 thousand dollar range and their household inccme is
$53,000 a year



https://Rolette.is

267

Public Housing Demand
Explodes; Waits Hit 5 Years

u Urban !ife: L.A.'s list of applicants gréws from 12,000
to 20,000 in a year. Stumnping economy is partly blamed.

By LCLUIS SAHAGUN
TIMES STAFF WRITER

A waiting hst of families wanting
10 hve sn Los Angeles’ public
housing projects nearly doubled
ovar e past yaar o 20.000 apoli-
csnts in lize for 100 vacanc:es sach
montl, ety housing officials said.

The demand so greaty outsirips
SuDPIY that many famuiies wiil
nave :0 wvait Tive vears belore they
<R TmOve inta the aty’s 18 housng
prajec's. cesrding o Los Angeies
Ecusing Authorty afficials.

“Pa2cple tatkad about a hausing
crisis in the 1980s.” smid Michael
3edaken. Mavor Tom Bradley's
housing cocrminamnr I it was a
coisis chen, waar o wa call it
new’"

With hundreds of famlies troop-
ing ‘0 the Housing Authoniy's
appiications center each week,
nousing officials are cousidering
seeking federal approval for 2 tem-
porary cap on the list that included
only 12,000 names a year aga.

The cap, sa:d Housing Autaonty
spokesman Marshall Kandell.
v-mild help reduce a backleg that
grew by 1800 applications iast
menth.

“*¥hat sense is there in having 3
fiva-year wait?” Xandell said. "It's

*discouraging ¢ keed {applicatians}

open if somne people have pracucai-
Iy no chance of geting to the 1op of

the list.”
Duane Walker, manager of the
application center's beleaguered
Please see HOUSING, A22
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Housing applicant Maria Luisa Jaimes, ‘e, with Sity's Duane Watker. Trans!ator Scnia Merdoza is.center.

HOUSING: Urban Demand Exploding

Continued from AL

22.member staif, blamed the re-
cession, shrinking iob markets, ris-
g tents, expensive housing and
the continwng stream of ymmig-
racts o Southern Califorma for
plac:ng “an extremely large bur-
den an our 3bdity to provide scr-
wice 10 the commumity,”

his is gut-wrenching stuff

im having to deai with

evary day,” Walker said. “It takes

a speciai person 10 relate the harsn

realities of our iime framcs 0

gespie In immediate nced of ‘::cu*-
ng”

Among the :pnhcams are Snvx-

anc fimenez, his wifc and ther

e ciuldren. who waitad a yezrn

her crampea Sne-bedrocm apart- ¢
wene for ward of action on thewr : senr officials sai
L= fent. offictals sai

sezuest for pubiic heusing.
Jimenez wvas prepared for gocd

aews when he was finaily sums~

moned o the center at Avalen
Boulevard and Slauson Avenue for
an mtarview last Thursday,

instead, the 42-year-old former
{lywe:ght boxer. who now scav-
cages Dotiles and cans for 2 living,
was taid it cculd take ycars before
the five-bedrecm apartment ‘he
ne2d3 occomes available.

Jimencz immediately offered o
split up his {amily if something
smaller would be available sconer.

‘Walker shook his head sadly and
said, “If you split up your family it
could sl take a year or more.”

Fighting Sack tears, Jimenez
said. “It’s, going 0 be hard to tell
my ‘sife that it will taka a miracle
to get the apartment we need.”

A [ew minutes carlier, Walker
had to give bad news o Maria
Luisa Jaimes. 33, who applied for
public housing threp ycars ago. She
had been bumped o the bottom of
the waiting st for recently mov-
ing 0 an apartment a {cw blocks
outside of the city limits—oaly city
residents are eligible to get public
housing in Los Angeles.

“I'l move back o the city~my
children need 2 playground.” said
Jaimes, who spends more than half
of her welfara payments an the
$300-3-month onc-bedroom apart-
ment she shares with two voung
children.

“if you move back.” Wsiker
axplaned. “you'll still have a con-

siderable wart until we can have
youinforan :merncw."

*“{ ean wait.” Jaimes said, daub-
ing her eves with 1 ussue. “I've
wated this loeg.

Waile the number of requests {or
public housing 15 awaried by the
0000 low-nceme pe"ple on an
aiready-ctosed wawng tist for Sce-
ticn § federal rent-assistance pro-
grams. heusing offic:als said they
were unprepared fer the onstaught
of appircaticns for so-called “last-
reselt heusing” in c.r./pmjec.s

The wwo-vesr !

Concerned Citizens of South-Cern-
tral Los Angsles. a group that s
buiding low -incame apariments in
2 part of awn where the need 5

aeute.
“E'J*.-;Ibcdy wants to talk
cut the problem. but no-
Sedy wants w0 do anything atout
it.” Tate said “Right new. pubiic
housing :s corcentrated m
East and Seuth-Central Les Ane
gsies, and romeswnera greups will
ﬁgm any pian o increase afford.

with a lack of aifordable hcu:.ng,
seams o te dJdriving more poor,
elderly and ieabled peopie than
ever 10 s2ek public housing uniss.
where resmidants are required to
pay anly 30% of their income on

Housing aificials said the vacan-
¢y ate of reatable public nousing
units has dregped from about 3% in
Jure 10 abeut 1%. The total num-
ter of units citywt dc i£3.8C0.

City Councilwoman Joan Milke
Flores. whase 15th District in the
southern part of Los Angeles in-
cludes one-third of the 23ty’s public
housing umits, gaid, “[ would not
Uke to put 3 cap on the waiting
list.”

¢ ‘I ‘d rather 3ee more scrutiny of
those fiiing applicadons.”
Flores said, “and move up to the
tap of the list those who are most
needy,”™
Under. HUD reguladons governs
fng public heusing naticawide,
pecple get prefarential status if
Lhe/ are being forced out of Lhcu'
live in sub
houslng, pay more than 30% of
their income for rent, ate velerans
or live and work in Los Angeles.
The cny’s shortdge of public
Yousing is 0 acute, however, that
t even preferzed applicants who
once waited 2 fow mouths for
1 available umits are facing delays o
,‘ a year or mere, officlals said.
i The public heusing shor::gc is|
i got unique to Las Angslcs. Housing
1 authority aificials in New York an
C‘nral;o. for example, sud appli-
cants 1n those ciiies are having t
walt irom two :g five years far|

umits. -
“It’san ail-sut war of need,” said
Juanua Tate. sxecutve direstor of

.n" v
hea Bradley i August pro-

\‘.'
pesed a levy oo commercial con-

struction =5 a way of injecting up-0

' $30 m:ilion a year into much-need-
od aficrdabie housing and apart-
‘ment constructicn, critics immedi-
ateiy cejecsed on grounds the plan
would further dsmpen he 2cono-
my and reduce property values :n
the vicinity,

Many pccp’c who nave nbl:hcd

g in the 3
Lhemaelvcs fortusate, a!lhcugh the
complexes zave problems of their
own.

“Crime here ‘s ‘cugh, living
conditions hera ars tough. tc0,”
acknowijcdged Howard Wasser-
man, marager of e sprawling
-Jordan Dewns proect in South
Central Los Angeies “3ut pecple
still want 0 come here becsuse we
nave a residents’ council, 2 mante.
nance siaff an site and cent 15 30%
of their income.”™

Those were reascns enough for
Jerge Bermal, hus wife, Maria, and
therr three yourg children, who
were living on 2 ted in a relative’s
garage when they appiied for 2 anit
at Jordan Downs two years ago.

0 the complex in
November, and then Bernal.
31, has been welling hus fricnds and
relutives in Los Angsies and Men-
o to apply for aunit.

“Tt was worth the wait” said
Sernal, sitting on 2 ouch with his
family in their fresaly painted
living recm. “Here we're paying
$180 a month for a three-bedroom
apmm! which = great :anmd-
ering lczm milumum wage.”

“Wa'te very ccn-fnrunle here.”
added his wife. “We're gong 0
stay as long as peszicie.”
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SEARCH FOR WORK

Los Angeles, 1like most other cities across this naticn, is
experiencing an increase in unemployment opportunities. The
unemployment rate is 8.1% compared to a national unempilcvment
rate of 7.3%. There are many factors affecting the unempiciyment
rata. The deciining econecmy has meant sharp reducticns ia the
amcunt of mcney available for many of California's maier
industries; namely, £ipancial services, defanse, and
entartainment.

John Costello, Director, Vetaran's Affairs Job Fair iz ILcs
Angelss. Mr. Ccstello organized a job fair held cn February 4th
and 3th in Los Angeles. Each day more than 6,000 people attanded
in the hcoes of finding a job. The fair atitracted peopie frcm
all walks o? 1ife, both professicnal and unskilled workers.

Wallace Ussery, Cwner and Manger, Slauson Farms Market. Mr.
Ussery's market has experienced f£inancial hardship in recent
vears resulting in the lay off of nearly half of his emplovess.
Mr. Ussery has, worked in the grocery business most of his 1ife
and would 1like to continue tc be a source of emplovment in the
czmmunicy. _Unfortunately, Mr. Ussery's store was recencly
camaged in a fire leading to even further econcmic setbacks.

Jessie Martinez, Carpencer's Local 309 and Member, East Vzlley
Organizatisn. ©Local 309 has 3,000 members, of which 35% tc 40%
are unemployed. They are relving on public works and highways to
keeo the members working.

Bill Garcia, underemploved constructicn foreman. Mr. Garcia
workeé 20 years as a supervisor or foreman. He is ncw back to
using his tcols to earn what he can. He has found it very
difficult to £ind work even as a skilled worker and is especially
worried about the loss of health care benefits.
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AL MARTINEZ it
When ™ |
Music
Fades - -

he musrle of America is in Wi
I hisie-cnlars workers, the Kind of
people Wall Whittman wrole aboul
115 years ngo when he celehrated the
nwsle of their labor.

1 remember his poetry beeausamy -
tmthier Yiver by hrawn and awent, and a
1ot of my relativeaatil do, The melody of
their tnll [snever far pway. :

“Ihiry work os production lines or on
Inarding docks and come home with thelr
hacka aching but thelr sopls intact fron a
fond day's latar,

“Ihieie enviraninent Ig naise and steam
and the glare of welding torches, the
clang st husn of machinery still
providing miisic fertissima In the

{actorlca of praducling, ,

've listenedd Lo Lhat kind of winsic mnst
of my lifle, ol {atill do, bul it grows
isrordant amd less joyfnl vindder the

Ieepening ofr ) .

‘Fhat's whal got me into an
unemployment offire out In Canoga PPark
the other day, where musie and digulty
e quietly In the hushed environment of .
penple onl of work, I

"Chere's pain there, my friends, auta 51

ality nf despatr amongg thase who wail |
in bung iines to aign up for uncmployments
checksor Lo ark abaut whatever johs ave |
available, "
And Uhepe are Irnnies in atmavlance !
when thirk-nrmed mes who wrested 0
tosnagie for a living are told they conld
1sitve o joly tomorrow If they wern only
jeenclie siseare kpecialista or clinical lah
technicians. .
. *What ahaul me?* | heard an
t  iemyplayed foundey worker nsk, “What
kitwl af work do you baye for me?”
“I'ie woman al the windaw just shook
$ier heail,

. e
think, is that the guy is working 20 ours |
nweek o hirowh Uine to try to maked |
mirdele happen, . "t

ILisn'tjuat hia fob he'a trying to save,
Dennlg says. e's an electriclon and can
always find work,

ft'a the ollier guys, the 3,000 or s at
the plant, whinse stmytard of living has
Tought them homea and eampers al
foxnl vieatinns, elementa of comfort that
wiil vanish liko smoke in the wil when
GM shuis down,

Ameriean dream when the work eikds?™
Nennigaskd, “U'm daing it for (them,” °

‘I'nere’s a kind of music to that too,
orchestrated by people who think ahout
cach othoer when the ahips are down and
the game l3 enling.,

‘Fhat was on my mind when ) aland
arvoss the atrect from GM,and stared al
13 parking fot, .

‘The plant ia shut down for n enupleof
weeks aned the fot was almost emply, and
18ald 10 myself thiz Is the way Wagoing

There’s nothing sadiler than a
., warkplace gone dead,
Twas n that klnd of mooil when 1

' 1 Whitmnn béard will go completely rour, |}

L oalopped by the wemployment office in
the Valley ahd listened Lo the muted
sounilaof desperation. 3,

As | watehed mon and woresn*without
Johaatruggle for composure, T fownsl
ysetl hoping against nll adels that
Pennls Dalrymple’adrenm woulild romne &«

1itrne, beeause ICILdoesn't, the musie Walt.,

H
'
.
'
s
H
1o kil afl the time. '
.
'
'
'
\
'

And then It will be gone aliogether,
and the silence will swallow uaall,

'

1

,

'

. 0 :
“What's going Lo hnppen to thels H
i

)

'

'

]

H

)

Tended up hanging oul al the i
memploymentalfice after "

t conversatinn with Dennla Datrymiple al H

Liie UAW alfice aeraas from the General 1!
Mators PMant in Van Nutys. B

4 A telenud kept telling me aboul Dennia
and how he had hisown aligw on pulitie
aceess eabla leleviston and waa fghting |}
Wy keep the GM plantopen, N

The company announeed Inst yearit .
was shulting down the forad plant in
Auvgust, one of 26 GM Inellitics that will
eventually close ila doars, pulliog 74,000 i
men and women ontof work,

Dennig is 54 amil has worked at the Van
Nuysaplant for [6 years. For Uhe past fwo
years lie's bad a kind of talk-Interview
ahow on cahle trying Lo upgrade lahdr'a
Imape.

On one show, he had the guys in Local |
645 diresa up in luxedos and discuss

. American lahor white Rossinl avertures
played in the hackground,  sicliing the |
world thnt Iabor knows inusic olherthan 1,
Lhe drumbeals of produetion. " W

A Bronx-harn Irish Calhollr, Dennia
was rairedd in a working-clnss faily, s
daildy used b take lim Lo union meelingsi
when he was 10 and Lell hit soneday 4
he'd understand the.value of enlleclive
bargaining.

Tle does now., That'a why he'a got the
show, which hn writes ng well ns
produees, Being in a gpotlight s nolhing
new, by the way, 1e Lrird atand-up
comedy for yeara ondwill any wiihin
quiek smile he's bombed In e best clubs
intown, .

When (IM dannoimeed ICwaa shulling
down his plant, Dennis began using Nis «
show (o drum up interest n lirniy te
hig fartory into g msmufactiring center
for mass iednsil, .

Tira bl poditiciaig awd teansporintion |
experls on his shaw whn say thediden lan 1
gond ane and they'Il aek it

“IL'a going ta happen,” Dennts will Lell
you, “Tfeel it in my hones,”

0
[a] N

1.2
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EFFECT OF THE RECESSION ON THE AEROSPACE INDUSTRY

The defense and aerospace industries have recently experienced
significant reductions due to a shifting of priorities at the
national 1level and the current recession. As major emplovers in
Lcs Angeles and the surrounding counties, cutbacks in these
industries have had a - tremendous impact on the local econcmy.
Many of the defense contractors have made significant cuts in
staff due to shifts in the national budget away from defense
spending and the current recession. This has resulted in losses
of jebs £rcm line workers to engineers at the big contractors and
at otner small business called "jcb shops" which sukcontract to
the major defense ccntractors.

Ruth Jernigan, the Community Action Program of the United auto
Werkxers prcvides job retraining and employment services for
werkers coming out of the aerospace industry.

Michael Lido, unemplcyed defense production manager. Mr. Lido is
45 years old, married and has one.child. He worked for Titan
Tndustries frem 1971 tc 1991 as a production manager. Because of
defense cutbacks, Titan has clgsed most of its engineering
division in Los Angeles. He “has recently completed a job
retraining class in the handling of hazardous materials and is
ncw searching for work. At present, his wife is supporting the
family on her income as a day care wcrker

Robert Ozuma, President, New Bedford Panoramex Corporation. Mr.
Czuna founded the New Bedford Panoramex Corporation which 1is a
control systems and electronics contractor to the defense and
serospace industries. Through the 1970's and 1980's, NBP
prospered, expanding from approximately 15 emplovees to 300
emplovees in 1989. Most of NBP's revenues have been generatad
through military and aerospace industry contracts. Bowever,
recent downsizing of the military budget, the recent failure of
three major air carriers and the current recession have all
significantly reduced NBP's revenues. Since 1989, NBP has
reduced its staff by 50% to 160 employees and if no new contracts
are awarded, NBP will be forced to cut its work force by ancther
10% in July.

Reginald Collier,- unemployed aercospace engineer. Mr. Collier was
laid off November 20, 1991 after working 10 years for a major
defense contractor. = He has one child and he and his family are
presently living on his wife's salary.
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200,000 State Jobs Seen
Periled byDefense Cuts

- Mllitary The loss of 6&),0(!) natxonwxde by 1997 is

pred1cted. Northrop wﬂl ehmmate 1,500 positions.

By R.‘\I_PH VARTABEDIA‘(
TIMES STAFF WRITER .

The precipitous defense spend-
ing cuts unveiled Wednesday by
the Pentagon could throw as many
as 600,000 U.S. workers out of jobs
nationwide—including more than
200,900 in California, according :o
projections by defense analysts.

The first of the local employ-
ment cutbacks were announced
only hours after the spending re-

ductions were released in Wash-"

ington, when Northrop Corp. said
that it would eliminate 1.500 jobs
on the B-2 Steaith bomber pro-
Zram in Palmdale and Pico Rivera
through layoifs and attrition.

The Air Force will halt B-2
production after just' 20 aircraft,
meaning that the last plane will
leave its Mojave Desert plant by no
iater than 1998 and the vast major-
ity of Northrop’s 13,400 jobs on the
program would be eliminated. The
program accounts for 40,060 jobs in
California.

Defense Secretary Dick Cheney
unveiled a Pentdgon budget
Wednesday that would reduce
spending by 7% in fiscal 1993,
compared :0 this year, and by 1997
would drive down the defense
budget by 37%, compared. to its
peak in 1985, In defense procure-
ment, the funding cutback is a

" stark oO,a. gomg from a peak of
about $120 billion in the mid- 1980s
to a projected $54.4 billion by 1993.

The cutbacks will have a pro-
found economic impact. even be-
yond the direct defense industry
jobs. The U.S. labor market will be
flecded with 138,0C0 military per-
sonnel to be released during the
current fiscal year and a total of
321.000 by 1995, senior defense
officials said in briefings Wednes-
day.

The economic forecasting firm
DRI/McGraw Hill projected that
anticipated budget cutbacks would
result in the loss of 500.000 jobs in

" the U.S. economy by 1997, based on

both the loss of direct defense
industry jobs and a broad range of
jobs throughout the economy. On a
similar basis, the California impact
was 200,000, according to Sal Mon-
aco, a principle in DRI’s aeraspace
practice..

David Hensley, an economist at
UGCLA’s Business Forecasting
Project, said he estimates that the
budget cutbacks will result in the
loss of 71,000 direct aerospace jobs.
in California over the next five
years, not inciuding indirect effects
through the economy. Hensley said

- $§1.000 jobs have aiready been lost

since the state’s aerospace empioy-
ment peaked in 1988 at 375.000.
Please see DEFENSE, A16
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on developing ana buudmg mocifs-
caunns to enhance existing weap-

-~

In d.ramng the revised budget
plan, the Pentagon annearad Lasm ‘497

DEFENSE: 200,000 ‘State_Job Losses Seen -

Continned from A1
joba.

Both the DRI and the UCLA
forecasts do not accaunt for possi-
ble job growth in other segments of
the economy that would result
Irom' alternative government
spending or from reductions in the
federal deficit, which could miti-
gate the loss of jobs resulting from
defaense cutbacks. Monaco said he
is sképtical that a.reduction in the
budget deficit alone would create
enough stimulus in the economy to
offset the lcss of defense jobs in the
near term,

heney unveiled a long l!st of

canceled defense programs
Wednesday, many af them unfa-
miliac to the general public but
representing the bread and butter
of the defense industry—including
a2 key Navy missile program at
Texas Instruments, an early warn-
ing aireraft at Grumman, a nuclear
attack missile at Boeing, an attack
submarine program at General Dy-
namics and torpeda propulsion sys-
tem at Hughes Afrcraft.

As bad as California contractors
were hit, Hughes Chairman Mal-
colm Currie remarked in an inter-
view Wednsday: “It could have
been much worse.”

Indeed, the Pentagan budget
calls for $27 billion in funding to

. produce eight C-17 cargo jets at

McDonnell Douglas in Long Beach,
a sharp increase in production.
Previously, funding had been ap-
praved for 10C-17s.

“Clearly on the surface, McDon-
aeﬂ Douglas fared wvery, well, at
least the initial volley,” Herbert
‘Lanese, chief financial officer for
the St Louis-based firm, told a
wire service, but he cautioned that
a ot could change tetween aow
and the time Congress acts on the
Bush budget.

Although substantial cuts were
made against most pregrams, fund-
ing for the Strategic Defense Initi-
ative, also khown ag “Star Wars,”
was boosted to $5.3 billion from
$4.1 billion. California contractors
accomnt for the leading pesitions in
the program.

Meanwhile, the Navy is seeking
funding to produce another 48 F-18
jet fighters for $1.8 billion, about
40% of which is produced in El
Segundo by Northrop. The B-2
decision, in which the Air Force
will spend $2.6 billion for the last
four aircraft, saved Northrop from
an immediate cancellation that
would have devastated the pro-

gram.

In other Southland programs,
the Pentagon is seeking $200 mil-
lion to continue development wark
on the National Aero Space Plane,

a pregram led by Rockwell Imer-
national in Palmdale.

“Overall, we came out on Lhe
plus side,” said Sam Iacobell!s
executive vice president at Rock:
well. He said that the+ company will'
take cuts in its Midgetman missile.
program in Orange County, buf
anticipates new work o reduce the:
payloads on the Minuteman 3 miss
sile, as part of strategic weapons
reductions out!ined by Chieney. -3

But the ovarall message brought
out by Cheney on Weadnesday was
that the industry will face cuzba.::k:
through the mid-1990s. a

“It Keeps extremely negative
pressure on defense a_muloy—

ers year after year after year,
remariked First Boston aerospace
analyst Peter Aseritia,

Currie, the Hughes chief, said:
*The industry is going to continue
to go dowm. As the existing producs
tion programs end aver the next
several years, that is going to be
the real crunch period for Lhe
industry.”

The Pentagon plan includes ag
end to production of the Grumman
F-14 and McDonnell F-15 jet
ﬂghters both of which have signif
icant content in California, includ~
ing radars built by Hughes. The
firm aiso builds the radar for the
B-2bomber.
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EFFECTS OF BANK MERGERS ON THE CALIFORNIA ECONOMY

The merger of Bank of America and Security Pacific is especially
reievant to the California economy and is a topic hotly debated
at this time. The communities are concerned about the lcss of
branches and lack of credit availabiliity that may result_frcm the
merger.

Gilda Haas, Director and Founder of Communities for Accountable
Reiavestment. This organization does economic research on
community reinvestment and works with financial iastituticns on
the West Coast in an attempt to improve the nature of lending in
low-inccme urban communities. Ms. Eaas has done a great deal of
research cn the effects cf the prcposad Bank of America/Security
Pacific merger. Ms. Haas believes that the ciosing of over 100,
branch offices in Southern California as a result of the merger
cculd lead tc the loss of 20,000 jobs.in the region and will
place up to one miilion square feet of office space on an already
deprnsseﬁ Los Angeles commercial real estate market.
addic cna1lv, Ms. Haas' organlzatlanls ccncerned that the recent
ccncessions in the area of community lending that her group
negotiated with Security Pacific could be lost in the merger.

Robin Cannon is an employee of the City. of Los Angeles’
Information Svstems department and also a member of Concerned
Citizens of South Central Los Angeles. .Ms. Cannon lives in an
area that has been subject to a large number of branch closings

.in rescent years and now does not have a branch of any financial

institution within a three miles radius of her urban Los Angeles
home. Ms. Cannon has been werking with other:members of the
Danel to establish a ccommunity credit union in "her neighborhood
so that residents of the area may have access to basic financial
services, rather than having to rely on cambios and check cashin
establishments just so they nay pay their bills and have cash for
kasic living expenses.

Clyde Johnson is the Pre51dent of the Black Employees Association
of Los Angeles County and has been worklng with Ms. Cahmnon to
obtain a charter for a community credit union to service their
area. Last Wednesday, the application for the charter was denied
by the National Credit Union Administration. Mr. Johnson plans
to .appeal the rejection.

Gregory Span is the owner and operator of the 27th Street Bakery.
The bakery was started by Mr. Span's father and grandparents in
1948 and has been a growing business ever since. Since 1985, Mr.
Span has been attempting to expand his operatlon due to a very
hlg& demand for the bakery's sweet potato pies. Although Mr.
Span has gross sales approaching $300,000 annuallj, he has been
unable to obtain the necessary dredit for expansion. Mr. Span
has applied for loans and grants through the state, city, county,
Small Business Administration, and a host of other sources. As
of this time, he is still unable to obtain the needed credic.
Mr. Span will be accompanied by his sister, Jeanette Bolden, a
two time U.S. Olympian in track and field events.
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