S. 2502. A bill to amend the Internal Reve-
nue Code of 1954 to provide & tax credit for
contributions to a neighborhood corporation
and to provide other financial assistance to
such corporations organized under State law
to furnish their own neighborhood services.

“Referred to the Committee on Finance.

.STATEMENTS ON - INTRODUCED

BILLS AND JOINT RESOLUTIONS

By Mr. HATFIELD: )

S. 2502. A bill to amend the Internal
Revenue Code of 1954 to provide a tax
credit for contributions to a neighbor-
hood corporation and to provide other
financial assistance to such corporations
organized under State law to furnish
their own neighborhood services. Re-
ferred to the Committee on Finance.

NEIGHBORHOOD GOVERNMENT ACT OF 1973

Mr. HATFIELD. Mr. President, today
I am introducing a bill entitled the
“Neighborhood Government Act of 1973,”
which I view as a cornerstone of my do-
mestic political philosophy. Like any phi-

Josophy, it is rooted ultimately in value

Judgments. For me, these judgments
have evolved over nearly a quarter cen-
tiiry of public life. My approach is based
on the following convictions: the central
importance of liberating the individual
person; the imperative to decentralize
power, or conversely, the inherent dan-
gers of political and economic centrali-
zation; the instinctual human need for
community and family being central to
the health of any greater unit of organi-
zation—ithe city, county, State, Nation, or
world; the humanity and fallability of
public officials; and the requirement of
government, if it is to be democratic, ef-
fective and responsive, to be rooted close
to the people. These convictions seem to
have lost their vital relevance to actual
legislation and the programs imple-
mented at the Federal and State levels.

The implications of these observations
are multifold if one is to be consistent in
applying them to our political, social, and
economic institutions. The trend of the
past four decades has been to nlace more
and more power in Washington, D.C., in
the Central Government, and also at the
State level. A great deal of this resulted
from technological developments and
from times of crisis such as the Great De-
pression, three wars, and continuing in-
ner turmoil. To oversimplify 40 years’
national psychological history, we have
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to be somehow superhuman, deserving
our unquestioned faith and trust. We
failed to distinguish between the Govern-
ment and the Nation, the State and the

people, allegiance to individuals and al ,

legiance to political-philosophy. = -

As new  technologles developed, in.
stead of applying the values inherent
in our Declaration of Independence and
Constitution, we altered our:value sys-
tems to meet these technologies. Rather
than adapt new technology to our val-
ues, we adapted our values to the new
techndlogy of the time. The loss of pri-
vacy is but one example of the price we
have paid. Consequently, we have lost
touch with the meaning of individual-
ism, government checks and balances,
representative government, community,
and family. We have sacrificed funda-
mental human values in our race to ma-
terial accumulation. Look at what has
happened to government: impersonali-
zation, dehumanization, unresponsive-
ness, and distance,

All of our problems would not be :

solved if we reversed the process but at
least we would cease compounding those
that already exist. Essentially, we must
discover some genuine response to solv-
ing our society’s basic problems rather
than merely passing the buck to a new
agency and pouring money into it. Our
prevailing philosophy of government,
developed during the New Deal, has had
its strengths during certain times of
crisis. But now it needs to be exorcised

i

if we are to reach any semblance of na= "

tional maturity and health, and enhance
human liberation. . We have learned
much from our New Deals, our Great
Societies and Wars on Poverty, our New
Federalisms and New Populismis. The
time has come to apply these lessons in
light of the historical values which
have made the United States a vital ex-
periment in self-government, and the
new technologies that have so incredibly
met many of our material needs on one
hand and made us slaves to them on the
other.

This might be viewed as a harsh
assessment of our progress in this cen-

tury, but think of the following few ex- .

amples. What has happened to indivi-
dal rights, the coherence of the family,
the meaning of community, economic

vitality, social justice, environmental -

health, respect to human life, and any
meaningful sense of independence for
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By Mr. HATFIELD: thought the Government in Washington the vast majority of éur citizens? They

have all deteriorated to varying degrees.
I am not predicting doomsday if we fail
to change direction, nor am I harking
back to some golden age in human his-
tory. But we face the danger of eroding -

“ our -Spirit -and- morale, : and - becoming -

more cynical and-apathetic as history
moves onward, if ‘we do not altér course.

There is no doubt but that more and
more power is being centralized in the
hands of Government, A few statistics*
are ample evidence of this. For instance,
between 1930 and 1970 the Gross Na-
tional Product-—GNP-—increased roughly
10 times—from $90.4 billion to $876.4
billion. During the same time period Fed-
eral expenditures increased 20 times—
from $2.8 billion to $204.5 billion—or
roughly two times as fast as the increase
in GNP. On the other hand, State and
local expenditures increased 13 times or
one-third faster than increase in GNP—
$8.3 billion in 1930 and $107.7 billion in
1970. In the case of taxes, Federal re-
ceipts have increased 13 times—from $3.0
billion to $190.3 billion—one-third faster
than the increase in GNP betwéen 1930
and 1970; and State and jocal tax re-
ceipts inereased 14 times, a rate slightly
greater than Federal tax receipts. What
this means is that we are looking to Gov-
ernment to solve more of our problems
than we used.to. More specifically; we
now look first and primarily to the Fed-
eral Government to solve our problems,
rather than to our communities, our local

_institutions, or even ourselves.

‘We suppose that all our social and po-
‘tical problems can ‘be solved from the
top down, by simply changing the super-
structure of Government, and imposing
new Federal programs and c¢rusades.

It is undeniable, of course, that there
are numerous issues which can only be
resolved with the application of Federal
power. But my point is that we have been
operating under a political psychology
that assumes our social and economic ills
can only be solved by Government, and
only well by the Federal CGovernment.
Ironically, this belief has continued to
grow  while the elementary confidence
and trust of the people in their Govern-
ment has continuously and drastically
eroded. ) .

According to Congressional Research
Service, the Federal Government em-
ployed 2,865,303 civilian personnel in 1972
at a cost—in salaries alone—of $31.7
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billion. In May of 1973 the Department of
Defense employed 1,089,532 people—and
these are not people in the uniformed
services, they are only civilian employees.
The cost in salaries was $1,004,755,000. In
the same month the Department of
Health, Education, and Welfare employed

124,982 people at 8 salary cost of $118,- v

349,000.

I do not dispute the need for the Fed-
eral Government to take dramatic and
forceful action in response to many of the
crisis that we face. But I do maintain that
the goals of social and human libera-
tion-—the freeing of each citizen from so-
cial, political, economic, and technologi-
cal oppression, and the liberating of his
spirit for creative self-fulfiliment—will
never be wrought exclusively through the
means of the Federal Government’s cen-
tralized power.

Our Government has encouraged and
now become victimized by misplaced ex-
pectations. Through the past four dec-
ades, Americans have been conditioned
10 believé that our ‘major economic snd
social dilemmas can be corrected by Fed-
eral power.'

When such has not always occurred, .

the Federal Government has become the
chief culprit, in the eyes of the people, for
the existence of these problems. The re-
sponsibility for conditions in society has
been placed toc the remote, impersonal
Government. The guif between the Gov-
ernment and the people thus widens, the
belief of the people that Government
can really govern deteriorates, and
meaningful democracy is lost.

It is useful to bear in mind that the
massive role of the Federal Government
in the social and economic details of our

society’s functioning has been a recent .

historical event, thought necessary by
most persons because of the revolution
in our technology and the growing per-
plexity of our problems. Originally, the
functions of the Federal Government
vere thought best confined to those of
amsuring the physical defense of the Na-
tion, and guaranteeing the rights and
liberties of each citizen. Now, however,
the common assumption is that there
are no limits to the Government’s exten-
sion of responsibility for the conditions
in our Nation. That modern political
axiom stands in need of reexamination.

Thé fundamental crisis facing our
Government is the drastic political es-
trangement of our citizens. There is no
way that centralized Federal power can
solve that crisis, for that power itself lies
at the root of the problem. We cannot
talk naively about making the Federal
Government more responsive. Rather,
the only way the mood of political
alienation can be broken is by the
diminution of the power held by the cen-
tral Government. That entails recreating
& democracy that is relevant to the lves
of American citizens,

Government has become an institution
of domination. It must be transformed
into an institution of servanthood.

The cornerstone of political and social
renewdal for America is the revitalization
of the relevance of human community.
O_nly with a heightened sense of commu-
nity can we enhance the freeing of hu-
man creativity and also hope for the
strengthening of the family’s role in our
soclety.

In order to bring about such a re-
newal, however, massive decentralization
at every level of Government is required.
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Decentralization of our soclal and eco-
nomic institutions is also required. If
technology is to be mastered rather than
the master, we have no choice. If each
citizen cannot meaningfully participate
in his or her system of government and
actually have an effect on that system,
the system is the master, not the servant;
Government is the master and the cit-
izen the slave, the State becomes su-
preme, the individual inconsequential.
This is the definition of totalitarianism,
the antithesis of democracy.

Dr. John B. Calhoun of the National
Institute of Mental Health conducted a

series of studies which exemplify what -
- is happening within our country, having

implications much broader than those to
which I am directing my remsrks today:

We introduted four pairs of domesticated

house mice into a utopian environment that
provided adequate resource of food, water
and shelter for over 3,000 mice. The popula-
tion grew to a mazimum of 2,200 individuals,
shortly after which reproduction ceased. Now
in January 1972, after nearly two years with-
out any Téproduction,” aging his -taken "its
toll leaving only 600 senescent mice, all be-
yond the age of normal cessation of repro-
ductive furction.

As popuiation growth ensued, small social
groups of 10 to 12 mice formed. Each staked
out a portion of the physical space as Its
territory. By the time 14 such groups had
formed, all the more desirable space had
been occupied. Due to our exclusion of most
mortality factors other than aging, many
more young survived than would hsve in a
natural ecological setting. The first few
hundred such younger mice were systémati-
cally and vigorously rejected as- they at-
témpted to seek a place in the social fabric.
Most withdrew bhoth psychologically and
physically, moving about only to obtain
food and water. Most of the last 1,000 mice
born became very autistic-like due to early
rejection by their mothers and excessive con-
tacts in the now over-crowded environment.
They never learned any effective aggressive
or sexually adequate behavior. Once the for-
merly behavioily effective and reproductive
mice died of old age, there survived no such
competent member to replace them. So it
has come about that the population is fast
approaching extinction.

Transferring these observations to the hu-
man scene calls for interpretation of this
implication. We may rephrase the conclu-
sion: Whenever a species Increases its num-
ber beyond the point that most members can
play an effective role in the community, be-
havioral development will be disrupted to the

point that the more complex behaviors, for-

merly  possible by members of the specles,
will no longer emerge. For mice, these more
complex behaviors include reproduction and
territorial defense. For man they include
acquisition and utilization of ideas. If I am
correct in making this interpretation, we
aré very close in time to where the humsan
species may be feced with extinction because
of loss of capacity to deal with complex
ideas such as are involved in the current
environmental crisis. (This point of evolu-
tion is abput 2010 A.D., at the current rate
of population growth.)?

Look at our society, espeéially our
large cities, and one can see these symp-
toms which Dr. Calhoun discusses: the

overcrowding, the size, the highly com-

plex nature of any problem, increasing
crime, the virtual lack of any human
scale and human communitv, and the in-
crease of problems in spite of material
abundaunce.

A very different sort of study® was

conducted for the Institute for Policy

Studies analyzing the income flows in

the Shaw-Cardozo area of Washington,
D.C. Three sets of statistics were de-

veloped the most reliable of which, ac-
cording to the study. indicated that in
1968 $5 miliion more in taxes were paid
out than were received in all visible
government services. This was the first
study of its kind and while not the most
sophisticated economic document, its
potential implications were profound.
Since then more sophisticated studies of
other poverty areas have taken place.
Dr. Richard Shafer, consultant to the
Bedford-Stuyvesant Restoration Corpo-
ration, conducted his first study * of the
Bedford-Stuyvesant community in 1970.
Since then he has updated and further
analyzed the area based on 1970 census
data in a soon-to-be-published docu-
ment® In contrast to the Shaw study,
Dr. Shafer’s shows opposite results:
there were more revenues going into the
‘Bedford-Stuyvesant community than
tax-revenues going out: Rather .than go
into the details of each of these studies,
I would like to briefly discuss some of the
conclusions that might be drawn from
them.

First, both areas are low income com-
munities and the focal point for most, if
not all, of the innumerabie anti-poverty
programs of the past decade. Second, like
most ghetfo areas between 1959 and 1969
the earned income of their residents de-
creased. Third, both communities have
enough resources that if they were left
in the.community it could be possible to
finance a great proportion of their own
services, and perhaps finance even all of
them—in the Bhaw area—if that orig-
inal study is still valid.

The financing of néighborhoods is a
very new area in accounting and eco-
nomics. The studies mentioned are the
only ones of which I am aw=re Lhat in-
corporate these new accounting concepts
showing inflow and outflow data for
neighborhoods. Data is organized in a
completely different manner at the na-
tional, State, county, and city levels mak-
ing comparative analyses of the needed
type very hard to develop. For instance,
in order to compile the data for the Bed-
ford-Stuyvesant study, Dr. Shafer had to
go_ from _department 1o department,
agency to agency, and collect his own
statistics in some instances, in order to
determine what amount of -money went
to specific areas in New York City. The
outflow statistics are mot that difficult
to come by, relatively speaking. But even
on that side of the ledger, even the In-
ternal Revenue Service does not have its
tax data organized on an adequate geo-
graphical matching system. The State of
- New York is perhaps the most advanced
government in this area, but progress to-
ward centralizing this information is
questionable. What is needed is a neigh-
borhood income accounting system on &
national scale carried out by each Fed-
eral, State, county, and city agency. This
would demand a great deal of time and

ki
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effort, not in data collection but in data make these corporations as self-sustain-
reorganization and computerization. Yet; ing as possible by encouraging local par-
it seems about time that we had such an ticipation in not only program develop-
accounting system if we are {o havé any ment but in its implementation as well.
meaningful grasp of the problems facing  Drug abuse legislation is badly needed.
our towns and cities. Merely having large The problems of drug addiction, not just
budgetary outlays listed in traditional heroin addiction, is growing rapidly, and
form cannot give us any indication of effective methods of dealing with its
the success or faflure of our various pol- symptoms and its causes must be forth-
icies where it counts—at the local neigh- coming. While it is & family-community
borhood level. One can gather outfiow problem at its roots, it is national in itis
data with relative ease based on the 1970 scope. One cannot merely wash one's
- census data. It would be much easier, hands of it.by leaving it solely up to the
however, if it were collected on such a neighborhood to solve. What is needed
geographical basis to begin with. Yet, to is a multimodal, community-based pro-
collect data on inflow of revenues from gram to deal with the multifarious prob-
any governmental source is a long and lems of addiction and drug related crime
painstaking process. A geographical while including the community as much
matching systern with a neighborhood as possible. Dealing with the symptoms
accounting system for each city is very will only postpone further protlerns until
much needed. they boil up once again. It is only through
“Neighborhood governimeént, as I con- B"coopprative-eﬁort—. by Federal; State,
ceive of it, is groups of individuals living 8nd neighborhood govel"nments that this
within common geographical areas with Problem can be solved. .
fully participatory forms of government. Data is not lacking in the area o
The ctizens would have ultimate contral Prisons, and the data indicates that radi-

over their own services, if they so de-
sired, including police, education, health,
drug abuse, welfare day cdre, help for

cal change is needed in our penal insti-
tutions. We seem to have forgottzn the
Attica’s of the recent past, and if we

the aging, sanitation, zoning, taxing and continue with this sort of memory, we
law enforcement. All of this, of course, Will only be reminded of it during the
would have to be in concert with State next bloody riot in some unnamed prison.
and Federal laws as well as within the Before such tragic events overtake us
guidelines of the Constitution. But rather ‘once again, our penal system shoul(:ibe
than power, money and programs eman- made more responsive to rehabilitating
ating from and controlled by Federal, those who have broken the law. To do
State, county, and city governments, they this will require a great deal :f c;)lm-f-
would emanate from the neighborhood ‘munity involvement and a great de _to
to the larger jurisdictions as appropri-'brison involvement in the community.

ate.

In order to move from our present
institutional-political-economiec structure
to one based in the neighborhood, a
series of transitional moves are neces-
sary, combined with a great deal of model
development and experimentation. Fol-
Iowing the introduction of the overall
- neighborhood government legislation I
am presenting today, I will be proposing
legislation dealing with a number of in-
stitutions and their decentralization in-
cluding: welfare, drug abuse, prisons,
child eare, police, national guard, health,..
education, finance; justice, and juvenile
delinquency. At this time, however, I will
only briefly outline what is contemplated
in some of these areas.

In virtually each area . mentioned
above, there is a terrible lack of informa-
tion relative to economies of scale, cost-

benefit- analyses, and other efficiency/ -

quality studies. Welfare is not one of the
- exceptions. We do not have at the present
time the type of data to determine to
what extent the present welfare system
is working, failing, or ‘succeeding. Con-
tinuing efforts. such as some underway,
which look at the present system to de-
termine exactly what is happening within
it, are the first steps that need to be
taken. Then a combined Federal, State,
and local -effort is required to develop
models at thé neighborhood level for
neighborhood welfare corporations. The
thrust of such a program would be to

Only through community based rehabil-
itation can there be any hope of effec-
tively dealing with the vast majority of
those who have broken the law.

Child care is an issue entirely separate
from welfare, because it is not only the
young children of parents below the pov-
erty line who have need for such facili-
ties. There is an increasing trend to have
both parents working-—for many middle-
and upper-income families as well. With
the continuing trend in the divorce rate
many more mothers are forced into the
marketplace and have a need to find

some reliablé place to leave their chil=—

dren during the day. It seems logical that
such a program must of necessity be
community based and has perhaps the

greatest potential to be self-sustaining .

before any of the other neighborhood
based programs merely because of the
cross section of income brackets that it
encompasses. o

Our police systems throughout the Na-
tion, particularly in the large cities, very
much need to get closer to the neigh-
borhoods for a number of reasons, A fas-
cinating study by Elinor Ostrom and
Roger B. Parks of Indiana University was
recently published, fully developing the
reasons for this conclusion. They found
that the assumed efliciencies and quality
of large police forces are not evidenced
by any data which they have compiled

Footnotes at end of article.
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and/or examined, and that the quality
of smaller jurisdictions was higher. They
found:

In the smaller size ranges for both subur-
ban cities and center cities, service levels may
increase as city size increases. Thus, eval-
uation by surburban residents living in cit-
ies below 20,000 increases as city size in-
crea.es. The same is true for residents of
center cities under 100,000, However, the di-
rection of relationship reverses for suburban
residents living in cities above 20,000 in popu-
1ation and center city residents living in cit-

- les above 100,000. Economiies of scale accrue

up*to scme size range in the neighborhood of
20,000 population for suburban police de-
partments and 160,000 for center city depart-
ments but diseconcmies of scale may occur in
larger sizes. . .. Thus, neither an increase in
the population size of a jurisdiction nor an
increase in the police/citizen ratio is posi-
tively associated with higher service quality.®

The National Guard, which is both a
State and Federal organization, could
serve a greater service to the community
than it already does. Having neighbor-
hood based national units with programs
developed to foster community improve-
ment and involvement could have a tre-
mendously constructive impact in our cit-
ies and towns across the country. While
I am advocating such a program for the
National Guard, and for the Reserves as
well perhaps, I am not advocating the
elimination of their primary role of mili-
tary readiness for domestic crises and
for backing up our active duty forces in
case of war or national' emergency. It
seems to me, however, that a great deal
of potential exists for a twofold thrust
for the National Guard that would at-
tract more enlistments and have many
vositive spinoffs, not only for the com-

‘munity but for the guardsmen as well.

Health delivery systems have been the
focus of a continuing national debate.
There remains a great lack of informa-
tion relative to various aspects of this
system. Elements for an effective health
delivery system, however, would include
the following: first, adequately trained
personnel to meet the health needs of all
of our citizens; second, adequate facili- -
ties to meet these needs in a prompt

_manner as well as any sustained long-

term needs of patients; third, personnel
from and facilities based in the local com-
munities to the greatest extent possible;
fourth, community based financing for
such a system to the greatest extent pos-
sible; and fifth, neighborhood focused
group and related insurance programs to
meet health and other related needs.
Neighborhood education presents a
myriad of potential problems ranging
from federally controlled national edu-
cation programs and standards to minor-
ity rights and desegregation. What I will
propose, however, may get beyend these
issues, with the clear mandate that
neighborhoods, of course, follow the
guidelines of the Constitution. The first
major component of such a program is
neighborhood control of its own schools.
This includes financing, teaching, and
administration. It should be the choice

of each neighborhood‘if they want to be
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part of a larger education system. Sec-
ond, the Federal and State Governments
should provide economic incentives to
neighborhood units to experiment in this
area, but not further involving the Fed-
eral Government or the States in setting
numerous artificial standards of educa-
tional attainment or programing.

Much greater stress must be placed on
neighborhood and local financial struc-
tures. Credit unions and banks, particu-
larly, must be developed focusing on
community resources and building neigh-
borhood independence. Financial institu-
tions with the community’s interests in
mind based in the neighborhood or coali-
tions of neighborhoods forming financial
enterprises could play & vital role in con~
structing a strong financial base within
each of our local communities.

Developing such institutions at the
neighborhood level will be one of the

--rnost -critical factors in thé success or

failure of neighborhood based govern-~
ment in the long run. For if neighbor-
hoods are to develop independent self-
sustaining service systems, the financial
base must also be independent and com-

munity based to the greatest extent

possible.

The general approach in each of these
neighborhood government bills will en-
tail the geographic definition of a neigh-
borhood area and the requirement for
citizens in each community to participate
in the program development and imple-
mentation. Furthermore, the financing
will start with the present system, in
most cases a combined Federal and State
program, with specific guidelines for
transferring costs to the local commu-
nity, the goal being the complete finan-
cial takeover by the neighborhood. There
are obvious cases where all neighbor-
hoods do not have the requisite expertise
to entirely set up and carry out complex
programs—nor do many have the finan-
cial resources. Federal, State, and city
governments do have access to such per-
sonnel and resources. However, these
levels - of government lack essential
knowledge of the unique problems in
each locality. Thus innovative partner-
ship wedding these two is essential. Col-

“leges and universities would have an ex-
cellent opportunity to play a significant
role in this effort as well. Further, reli-
gious institutions could play an indis-
pensible role in enhancing the renewal
of community. For instance, if each
church and synagogue were to take over
the responsibility of caring for 10 people
over the age of 65 who are presently liv-
ing below the poverty level, there would
not be any need for the present welfare
programs focused on the aged. If each
church and synagogue took over the re-
sponsibility of 18 families—a total of 72
adults and children—who are eligible for
welfare today, there would not be any
need [or the existing Federal or State
welfare programs Lo fmnilies. 1 each
chureh and synagogae cared for lens than
one child cach, the present-day cire pro-
grams supporlted by Federndl and Milade
funds would bhe tobally unnecessary. Our

religious institutions would be a natural
focus of community activity directed to-
ward meeting the human needs of one’s
fellow citizens.

Each institutional change, as contem-
plated in the legislation, would proceed
on an experimental basis developing
neighborhood models in a cross section
of cities and towns throughout the coun-
try. Then, and only upon successful mod-
el development, would neighborhood gov-
ernmient be a viable alternative national
policy. By alternative national policy, I
mean that no community would be re-
quired to. organize itself in such a man-
ner unless it so desired. If the citizens of
the neighborhood are satisfied with their
programs or view neighborhood govern-
ment as a worse alternative, they need

‘not be obligated to.change. The core-of-

the proposal is based upon voluntarism.
People must be given the opportunity to
choose to adopt means of self-govern-
ment, reclaiming power that has pre-
viously been abdicated to the Federal
Government. : N

A number of programs and bills in the
past have dealth with local community
control of various aspects of neighbor-
hood life. They have ranged from OEO
programs to Revenue Sharing to the
Better Communities Act to the Commu-
nity Self-Determination Act. They have
all focused on the lower income commu-
nities, with the exception of Revenue
Sharing, and have ranged in flnancing
from specified grants to bloc grants. All
of them contemplated actually solving a
myriad of complex problems in one legis-
lative and/or administrative move by
either moving all of these problems out of
the sphere of concern of the Federal Gov-
ernment or by completely bypassing local
and State governments. All of them con-
templated decentralizing power only to a
small extent, and some did not explicitly
set up any experimentation models, nor
did many provide any checks or guide-
lines for program development or fund
utilization. Those few that did allow for
decentralizaion below the city level did
not have adequate definition considera-
tions of boundaries and unit sige nor did
they or any of the other proposals focus
sufficiently on developing or requiring a
high degree of citizen participation. Some
have created- community corporations,
bypassing State and local power struc-
tures, and others have dealth with the
existing power structures in each city or
town. The trend has been toward
large bloc grants, without any guide-
lines to the State and local governments,
and without any requirement for local
participation to any great extent, if at
ali. This trend, as embcdied in the Rev-
enue Sharing Act and the Better Com-
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munities Act, is in the wrong direction,
both as to focus and to financing.

As long as Federal funds are being used
to finance domestic programs in areas
where the funds did not originate, it is
incumbent upon the Federal Govern-
ment—or agency-——to responsibly admin-
ister those funds. To the extent that the
Congress does not set down specific
guidelines, it is up to the executive
branch to do so. In the past three decades
the Congress has virtually given over
largé areas of legislative authority to
various executive agencles without hav-
ing much recourse if the original intent
of the authorizing legislation is not fol-
lowed. Once a bureaucracy is created it
seems virtually self-perpetuating and
keeping track of it is almost impossible
from. within Gongress -on-any -consistent
basis. This is one of the most disturbing
aspects of recent Federal legislation.
That is why I believe that authorizing
legislation should entail as many specific
guidelines as regulations within it as pos-
sible. A counter argument is that this
robs those running the respective agency
of necessary flexibility in administering
their mandate. However, this misses the
critical point that administrative flexi-
bility is not the purpose of a bill if it is
to accomplish very specific goals within
the definition set down by Congress. The
Neighborhood Government Act, as well
as the neighborhood government legisla-
tion I will subsequently introduce, en-
compass this philosophy. :

The financing of neighborhood pro-
grams, of course, is one of the most crit-
ical factors. The Neighborhood Govern-
ment Act of 1973 sets up a series of tax
credits for individual citizens of neigh-
borhoods based on the citizen’s income
level. It also includes direct grants to the
neighborhood corporations based on the
amount of non-Federal taxes that were
paid out of the neighborhood. But this
simple financing method alone would not
be adequate for all neighborhoods across
the country at-the present titme. In areas
where the citizen awareness is significant.
enough, " the resources substantial
enough, the technical expertise well
enough developed, and assuming this
legislation were to pass, neighborhoods
could begin to function on the basis con-
templated in the bill. Other neighbor-
hoods, however, would not be able to due
to lack of various types of resources, in-
cluding financial. Consequently, I will

be introducing legislation aimed at spe- .

cifically fostering financial expertise
within the community as well as increas-
ing citizen awareness, participation, and
organization. Further, the Federal Gov-
ernment has an obvious and continuous
role to play in supplementing and build-
ing up the resources of disadvantaged
neighborhoods. Also, increased utiliza-
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Type of L Type of
investigator  Type of urban data Name of investigator  Type of urban dats
;‘umuglwdy - pzmc service used!  Result? yeoar of study public service used!  Result? ‘
Review (1966)._ ... Secondary Education. S Aulc is u-sham with a trough at about | Wil (1965). . ________ Fire Protection___.__ E AUC is d-d.i'ni with major economies
Kiesling (1966). .. .- Primary and AUC s nﬁul horizontal. Hirsch(\959) .. ... ___. 0. oo S AUC is U-shaped wil gh at about
s«.on ry Educa- . i 110,000
H!:hh 8&; ________ Refuse CoRlection_. .. g Aag is about
Hirsch (1999)......-.. mey and S Do. [ Hisch@39). ... Schoot s
€ Nedm (1961) _______ Eloctricil
Schmandt-Stevens. . . Polm Protection. ... S&Q Do. b ) 95, wﬂ Do.
Hirsch &m) ............. do_.. oo s2Q Do. Johaston (1966). """ Electricity
1 S=statistical data; Q=questionanire data; E=engineering data. 3 AUC =average unit cost. ’

- However, there are several problems in
this compilation. To utilize Elinor Os-
trom's work further:

The development of an explanation will
also require the careful and consistent defi-
nition of all concepts included in the theo-
retical structures. Prequently, terms used in
one tradition do not quite mean the same as
when used in another tradition. For example,
the term “efficiency” - is used as a-dependent
variable in both of the theoretical structures
posed above. However, as used by the metro-
politan  reformers, the term “efficlency” 18
usually conceptuallmd as 8 ratio of benefits
produced to the cosi of producing them. So-
cial costs are rarely included within this defi-
nition of eficiency. In analyzing the efliciency
of public agencies, political economists are
apt to define efficiency s0 as to include the

social costs or the resocurces required to pro-
duce and consume the public good valued in
terms of altsrnative uses foregone. Social
costs “may not equal the costs borne by the -
urban government that provides the service.”
Thst portion of the total costs represented
in the budget of a government agency may be
called “agency costs.” But, in addition, other
parties, both public and private, may incur
costs that are not explicitly charged to the
‘agency in quéstion,” nor donsidéred in that
agency's efficiency and financial delibera-
tions.

Equally perplexing problems exist with
such concepts as “output,” “equal distribu-
tion of costs,” “responsibility of local leaders”
and “citizen participation.” Not oniy will
scholars define these concepts differently, but
the indicators which are utilized for opera-
tionalizing variables are frequently open to

serioas questions of validity. One of the most
perplexing problems facing these interest in
quantitative, comparative urban research is
the development of validl measures of output.
However, since the amount expended by a
government may not always be transformed
oh & one-to-one basis into benefits for the
citizens of the jurisdiction, we need to be
developing other measures of-output which

indicate the level of output received by.. . _

T ¢itizens.

Howard Hallman in his book “Govern-
ment by Neighborhoods,” ** has taken an-
other interesting approach to the prob-
lem. He has compiled data to show what
functions communities of various sizes
can adequately manage. His summary is
listed in the following table:

Activities which can be handled by a . Activities which can be handled by a
neighborhood Activities which . neighborhood Activities which
: - cannot be handled cannot be handled
Functions 10,000 poputation 25,000 or more by a neighborhoad Functions 10,000 population 25,000 or more by a pel ahhotlmd
Police. ... ...__..... Patrol, routine inves- Same_._.._... ... Crime labor:toriy Parks and recreation.. Local parks, play- Same plus community Large parks, 200, mu-
tugahon, traffic special investigation, grounds, recreation center, skatin nnk, seum, concert hali,
control. . communications. centers, M-Iots swnmmmn stadium, golf courses .
Fire........... Fm company (mini-  Fire companies (bet-  Training, communica- swimming pool (25 m.).
mal). ter). tions, spacul in- . m,
ation, Libraries...._....... Brakich (small) ........ Branch (larger)....... Central ref
Streets and highways_ _ Loul ::m:}s. s-dg- Same_... ... Expusswm, m]or Education..___.._._. Elementary___..__..__ Elamentary, Secondary..- Commnnny aollezas.
. alleys .
pms, claagmi, Welfare_____. —-.- Social services__...... Same.. .. .. . .cooo.un nps mn's
snow removal, light- Heslth. ... ccaaann. Pubhc health services, Hospital.
ing, trees. heaith center.
Transportation ... .. . iiiiiiecaimcceiiieciemcaadan Mass transit, anrpon. Envumnmcntal ...................... Environmental Air pallution control. *
: port terminals. ‘protection. - - sanitation.
Refuse.........._... Colection. . _......... Same._.... S, isposal. Land use and Locaf planning, zoning, Same p«us housing and Broad planning, build-
Water and sewer. . .. .. Local mains.............._. L1 U, Treatment plants, development. urban renewal. building code ing and housing
: e trunk lines, - anforcement. ndai
' Housing....ccoouo... Public hwsm" Public housing, Housing subsldy
@ ’ ianagemen management and allocation,
‘construction,

There is ample historical precedent for
the proposal I am making today. In addi-
tion to the experience that small, com--
munity oriented government has had in
world history and in other countries, the
United States has accumulated a great
deal of such experiénce during the past
two centuries. In the East and South
from colonial times to the present, local -
participatory governments have been in
existence. One can visit almost any State
In the Northeast, for instance, and find
governments that are organized around:
the town meeting. Similarly, our western
cities were originally governed in much
the same manner. Furthermore, virtu-
ally every major city in the United States
has grown by the process of annexation,
the central city—or what was to become
the “central city—bringing in suburbs,
towns, municipalities, and villages on its
borders within its jurisdiction.

The move to decentralization is not
new. There is experimentation occurring
in various cities, counties, and States to-
day. Included in this list would be Dade
County, Fla.; Bergen County, N.J.; New
York City; Delaware County, Pa.; Mont-

gomery County, Md.; Washington, D.C.—
UPO, MICCO, and AMMO; Columbus,

-Ohio; Dayton, Ohio; Oakland. Calif.; Los

Angeles, Calif.; Boston; Seattle; Ka.nsa.s
City; Pittsburg—; and Sto-Rox, Pa.

One of the most interesting experi-
ments with which I am familiar is taking
place within the AMMO neighborhood
under a separate corporation called Com-
munity Technology. The group is newly
createg—ls'ls——and is examining the
various methods by which neighborhoods
can develop and utilize resources within
the community to meet as much if not
all of -their technological needs: food,.
clothing, et cetera. The community ex-
periment is fascinating for a number of
reasons. Not only does it combine four
very distinet ethnic groups, but it is ex-
periencing with local control of govern-
ment services and technological adapta-~
tion to local needs as well. At the begin-
ning of my address, I referred to the need
to reverse the trend of letting technology
lead us rather than our controlling tech-
nology. This experiment, whether it suc-
ceeds or fails in terms of meeting the
specific needs of this Washington neigh-

"borhood, will be a tremendous first step
in the direction of freeing ourselves from.
out current form of technological slavery.

A critical aspect in developing any
sense of genuine neighborhood, and de-
veloping programs based in the commu-
nity, is defining the boundaries of the
neighborhood. The best method of deter-
mining geographical boundaries that I
have encountered was written by Gerson
Green. Mr. QGreen’s criteria are as

- follows:

1. . Officlal designationg by municipal gov-
ernments for such city services as police and
fire protection, recreation centers, and netgh-
borhood city halls;

2. Official designations by public or semi-
public institutions such as local Community
Action Programs, Model Cities Programs, Pub-
lc Housing Authorities, and Employment
Service funded neighborhood outreach pro-
grams,

‘3. 8ub-areas of the cltles which originally
possessed their own Incorporated boundaries
prior to annexation by the cities.

4. Sub-aresds designated by indigenous vol-
untary neighborhood citizéns organizations
a8 their service areas;

Footnotes at end of article,
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5. De-facto designations by church parish,
by neighborhood schools. and by private set-
tiomen L houses and community centers;

8. Sub-areas of the citles designated by
indigenous ‘folklore.’

7. Sub-areas of the cities containéd within
natural boundaries such as hills and rivers.

8. Sub-areas of the cities contained within
artificial boundsries that have come to be
accepted, such as freeways, rallways, or other
elements of urban design;

9. Sub-areas containing public and com-
mercial clusters of amenities that have re-
cently been or are currently primary amen-
ities to the surrounding residents;

10. Sub-area desfgnations consistently rec-
ofgnized by mass media, .

In the final analysis, sub-area residents
have defined their neighborhoods through the
impact of some or most of the above criteria,
plus the memory or reality of racial or ethnic
econcentrations, and the residusal force of the
past and current ward, district, or precinet
boundaries.

In most cases, neither the residents, local
_..politicans, or _even local historians can _em-.

pirically demonstrate the existence of neigh-

borhood, but, in querying local residents, the

specific designation is expressed with con-
‘siderable confidence.

The task of defending the general and
seemingly apparent arbitrariness of neighbor-
hood designation was much stmplified dur-
ing the 1960°s by official designation of muni-~
cipal Community Action Agencies (CAA’s)
and the further definitional refinement ac-
complished by the neighborhood councils es-
tablished by the CAA’s. In general, both the
residents of the designated neighborhoods,
and city planning departments, and munici-
pal political leadership have all accepted the
designations, at least for functional purposes.
Census data tends to confirm the designa-
tions at least in terms of income, race, and
other socio-economic factors. Special studies
or urban pathologies, such as those con-
ducted by the Comprehensive Neighborhood
Health Centers program, the neighborhood
Legal Services Program, and a number of uni-
versities and health and welfare associations
have confirmed the concentratfons of pathol-
ogy which have long been well known to the
residents of the neighborhoods.

One final criterion that assists many cities
in definition of neighborhoods s the bound-
aries staked out by youth gangs to define
their turf. This is a relevant criterion gen-
erally observed by both the resident adult
population and by rival youth gangs, as well
as by police.r

encompasses three distinct areas. The
first area is financing. There are three
methods by which financing can be ac-
complished. First, there is a tax credit
based upon the taxable income of each
individual resident of the neighborhood
set up on an inverse relationship between
the credit and taxable income. The credit
in this instance would range from be-
tween 80 and 10 percent. The second
method of financing comes from moneys
contributed by individuals, corporations,
or other neighborhoods, also based on an
inverse relationship between the taxable
- Income and the credit, the credit in this
case, however, would be one-half of that
given fo individual residents within the
neighborhond. The third method of fl-
nancing is by direct grants to the neigh-~
borhoods. The basis on which these
grants are computed is by the amount of
non-Federal taxes pald out by the resi-
dents of the neighborhood. The grant
would be the total of these non-Federal
taxes., While the methods of financing
outlined above have their problems—and

perhaps we will find simpler, more effici-
ent methods, such as negative tax credits
state reduction of tncome and other
taxes, building up resources within neigh-
borhoods, et cetera~—these aré the most
effective means available with the pres-
ent state of knowledge relative to neigh-
borhood cash flow. But clearly more re-
search needs to be done.

The second distinct area within the
bill is the authority of the Secretary of
the Treasury to determine whether or
not sufficient numbers of the respective
neighborhood’s citizens wish to incorpo-
rate and participitate in the programs.
I use the figure of .70 percent as the
minimum desjred proportion of voting
‘age citizens who desire {0 form & neigh-
borhood corporation as a somewhat arbi-
trary number. However, some guideiine
must insure against an oligarchical ar-
rangement being created within . the
neighborh

oods, or we will be regressing in

history. We have had too much unfortu-
nate experience with nondemocratically
riiln governments—within our borders.
The third major area within the bill
is the ultimate authority of the Secretary
of the Treasury to approve of boundary
determinations of neighborhoods. The
guidelines to which I referred earlier cf
Mr. Gerson Green should be adequate.
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society and each citizen of our country
would be better for our own national in-
terest by adopting neighborhood-based
government within our communities, the
choice ultimately rests with them, as it
always has and, I hope, always will.

In the most humanly important ways,
people function as members of neigh-
borhoods rather than of cities or States.
But the public life and needs of our
neighborhoods tarry no self-governing
authority and responsibility. Therefoye, it -
is essential that we develop & concerted
policy of restoring political power to
neighborhoods and their residents.

The plight of the poor and the disad-
vantaged must certainly be the concern
of the Federal Government. But in the
final sense, the relief for the disposseased
will come not through solely a bureau-
cratic program written ahd implemented
in Washington, but through individuals,

munities that are given, and choose to’
take, the responsibility. Enabling and
evoking this kind of responsibility at de-
centralized levels of political life is the
most fundamental contribution. the Fed-
eral Government can make toward the
realization of human well-being for all
our beople.

The purpose is to allow political power,

groups, neighborhoods, and local com- -

But if they are not, the criteria should resources, and responsibility to be re-
be as nonpolitical as possible. In other tained as directly and closely to the peo-
words, natural geographical boundaries Ple as possible. To do so obviously means
should be used to the greatest extent pos- that the power and functions of larger
sible. The neighborhoods are not in- units of local government, such as the
tended to be enclaves of ethnicity, spe- machines of city mayors, should re-
cific economie interests, social stratifica- ~linquish responsibilities ' to neighbor-
tion, and the like. Such will be the case hood government. We must create such
in certain instances, but more than likely decentralized structures if the average
there would be & great crosssection of citizen is to have a direct and meaning-
incomes, ethnic groups, religious groups, ful opportunity for determining the in-
racial groups, and other interest groups. stitutions that affect his life and shape
This may cause definite problems in his future. The strategy and process of
human relations but, if the desire is such a transition in government respon-
there, which it would have to be if the sibility may present challenging prob-
neghborhood incorporated, that mixing lems. But ultimately, I believe there is no
of interests and baekgrounds has been a other way to overcome the dominate feel~

primary source of the American genius.

Previously, in testimony for the 1872
Republican National Convention, I
focused on not only what the Federal
Government needed to do to move toward

~decentralization, but outlined what s
.the various State governments might

take as well. These steps could
the following:

A league of neighborhoods or league of
community governments.

Proposed State legislation instituting
community or nefghborhood subunits.

Pilot projects on neighborhood wel-
fare reform corporations.

Initiative to enable community control
of education.

Statewide neighborhood atlas . devel-
opment. . -

The States have perhaps a greater po-
tential role to play than the Federal
Government. They have consistently
and historically been the source of new
programs for national adaptation. And
neighborhood government can, and I be-
lieve will, be no exception. In any event, &
great deal of cooperation will be required
if this concept 18 to reach valid conclu-
sions based on experimentation, let alone
become sn alternative national policy.
While I personally belleve that our

include

ing of political lifelessness in America,
and to restore genuine political power to
our citizens. )
Mr. President, I ask unahimous con-
sent that footnotes prepared in connec-
“with- ~statement

my
the bill be printed in the
point. ; .
There beihg no objection, ‘the foot-
notes and bill were ordered to be printed
in the Reconrp, as follows:
PFOOTNOTES -
1“Eeonomic Report of the President,”
January 1973 and “Budget of the United
States Qovernment, Flscal Year 1974".
t Calhoun, John B., “Declaration of Envi-
ronment,” from the “Journal of Environ-
%nm Health,” January/Februsry 1973, p.

Recorp at this

$ Mellor, Barl P., “Publie Goods and Serv-
ices: Costs and Benefits, A Study of the
Shaw-Cardozo Ares,” presented to the In-
stitute for Policy Studies October 31, 1089.

¢Bchaffer, Richard L. “Income PFlows in
Urban Poverty Areas: A Comparison of the
Community Income Accounts of Bedford-
Stuyvesat and Borough Park,” a doctoral
dissertation in the Department of Eco-
nomics, New York University.

SSchaffer, Richard L., “Toward an Eco-
nomic and Soclal Accounting System for
Bedford-Stuyvesant, a Progress Report, April
1878, soon to be published.
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Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That this
Act may be cited as the “Neighborhood Gov-
ernment Act of 1973.” :
DECLARATION OF PURPOSE

8kc, 2. It is the purpose of this Act to en-
courage communities and neighborhoods to
incorporate ‘for the purpose of providing
their own neighborhood services, t0 provide
additional operating funds for such corpora-
tions, to increase the sense of neighborhood
participation by individuals in such neigh-
borhoods by providing a tax credit for con-
tributions thereto, and to provide additional
Federal revenue to such corporations.

TAX CREDIT POR CONTRIBUTIONS

Sec. 2. (a) Subpart A of part IV of sub-
chapter A of chapter 1 of the Internal Reve-
nue Code of 1954 (relating to credit against
tax) is amended by renumbering section 40
as 41, and by inserting after section 39 the
following new section: .

“S8ec. 40. Contributions to  neighborhood
corporations C

"(a) QGENERAL RuLE.—There shall be al-
lowed as a credit against the tax imposed by
this chapter for any taxable year any amount
contributed to a certified neighborhood cor-

poration and paid during that year, subject -

to the limitations of subsection (b).

“{b) LIMITATIONS-— .

*(1) AMOUNT.—Except as provided in para-
graph (2), the amount of the credit under
subsection (a) shall not exceed— :

- “(A 80 percent of the amount of the con-
tribution if the contributor’s taxable in-
come for the taxable year is $10,000. or less;

“(B) 60 percent of such amount if his tax-
able income for the taxable year 1s more than
$10,000 but not more than $15,000;

“(C) 40 percent of such amount if his tax-
able income for the taxable year is more than
815,000 but not more than $20,000;

“(D) 20 percent of such amount if his tax-
eble income for the taxable year i1s more
than $20,000 but not more than $26,000; and

*“(E) 10 percent of such amount if his tax-
able income for the taxable year 1s more thian
826,000, :

“(2) NONRESIDENTS-—In the case of an in-
dividual who does not reside in the neigh-
borhood served by the neighborhood corpora-
tion to or for the use of which he makes a
contribution, or- a .corporation. which does
not have an office or other establishment in
the neighborhood served by the neighbor-

hood corporation to or for the use of which
it makes a contribution—

“(A) the amount of the credit under sub-
section (a) shail not exceed one-half of the
amouat of the credit under such subsection °
as determined under paragraph (1) of this
subsection; and

“(B) credit shall be allowed during any
taxable year for conftributions to only one
neighborhood corporation. .

*“{8) APPLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (a) shall
not exceed the ammount of the tax imposed
by this chapter for the taxable year reduced
by the sum of the credits allowable under
section 33 (relating to forelgn tax credit),
section 35 (relating to partially tax-exempt
interest), section 37 (relating to retirement
income), and section 38 (relating to invest-
ment in certain depreciable property). ’

“(¢) CrrTIFICATION OF NEZIGHBORNMOOD COR-
PORATIONS,—A ‘ corporation may be certified
by the Secretary or his delegate for purposes
of this section upon application by the cor-
poration for certification if 1t—

“(1) is organized under the laws of the

_State in which it 15 located as'a corporation

not for profit and restricts its operations to
the single neighborhood it was designed to
serve;

“(2) is organized for the purpose of sup-

. plylng services to its members, and other

persons residing within the neighborhood it
is designed to serve, which were supplied by
a municipal or other government prior to the
establishment of the corporation; or similar
services; and ) : )

“(3) demonstrates a capacity to supply
such services and to perform the activities
for which it was established In an adequate
and satisfactory manner.

No corporation may be certified for purposes
of this section which is formed for the pur-
pose, or with the effect, of preventing the
implementation, within the neighborhood it
i8 designed to serve or within the larger
neighborhood within which it i8 located, of
any plan or program designed to carry out
the laws of the United States, or for any
purpose which is contrary to public policy, or
which would have a substantial adverse ef-
fect upon adjacent neighborhoods. No cor-
poration may be certified for purposes of this
subsection unless 1t I8 80 organlzed as to
permit a high degree of participation by
members of the neighborhood it is designed
to sérve In making major policy decisions.

“(d) NONDEDUCTIBILITY OF - CONTRIBU-
TroNs.—No deduction shall be allowed under-
section 170 for any contribution to or for
the use of a neighborhood corporation to the
extent.that & credit Is allowed (after the ap-
plication of subsection (b)) for such con-
tribution under subsection (a).

“(e) REGULATIONS.—The Secretary or his
delegate shall prescribe such regulationg as
may be necessary to carry out the provisions
of this section.” *

{b) The table of sections for such subpart
A is amended by striking out the last item
and inserting in Heu thereof the following:
“Sec. 40. Contributions to neighborhood cor-.

’ porations.

“Sec. 41. Overpsyments of tax.”

(¢) The amendments made by this section
shall apply to taxable years ending after the
date of enactment of this Act, but only with
respect to contributions payment of which
is made after such date.

COMPENSATION FOR STATE AND LOCAL TAXES

Sxc. 8. (a) Upon application . from a
neighborhood corporation certified under
section 40 of the Internal Revenue Code of.
1964, the Secretary of the Treasury is au-
thorized to pay to such corporation for gen-
eral corporate use an amount equal to a part
(determined under subsection (b)) of the
amount of non-Federal taxes paid by mem-
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bers of that corporation to State and local
governments. Such payments may be made
annually or as otherwise determined by the
Secretary. : )

(b) The amount of the payment which the
Secretary may make under subsection (a) to
a neighborhood corporation is an smount
equal to a percentage of the total amount
of non-Federal taxes pald by members of
that corporation to State and local govern-
ments. That percentage shall be determined
in accordance with the following table:

Per capita annual income of individ-
uals residing in the neighborhood )

served by the corporation: Percentage
$10,000 or less.___.__._.%________ 80
610,001 to $16000._.____________ 6o
$156,001 to $20,000.._.__ 40
$20,001 to $25,000...... 20
More than $26,000.__._ . ____.___ 10

(c) The amount payable under subsection
{8) may be reduced by the Secretaiy when-

-ever he determines that such reduction is

necessary in consideration of  the total
amount of funds available to. him-for.such- -
payments and the total amount of payments
for. which application has been or may be:
expected to be made. Before making any
payment under subsection ‘(a), the Secre-
tary shall require that any applicant pro-
vide for such fiscal control and: fund ac-
counting procedures as he deems necessary

.to assure proper accounting for Federal

funds s0 paid. The Secretary may require

such reasonable reports as to the use of

funds paid under subsection (a) as he deenis

necessary,. and - he shall make an annual

report to the Congress with' respect to pay- -
ments made and reports received under this

section. :

AUTHORIZATION OF APPROPRIATIONS

Sxc. 4. There are authorized to be appro-
priasted such sums as may be necessary to
carry out the provisions of this Act.



