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1.

2.

3.

Topics for Macro Outline.

a

vs macro:

Micro solutions to macro problems.
Microlaxrelations of co- existance vs. relations of sequence.CUleage factor propus.
+This wing hemay( "Stractmat" to causes of unempl.

macro
anyway)

mapier & cartels; tuces:

a
Ja.

All Lates
Elle

Errors in uii. acety...
Deplu .
Ferced cous.
Pottu

Cap, gains

regulatory bien;etc.

Influences
a What

cadenci)
b. How scholastic macro model für in -i... Keyner

they one(ped a
as

Atheory of Velocity. The mytle of leakages. " Crowding- out.".
(Bat take a more + approach : Kus, as reviver of

t

on V

cive. of K , using. MV as surrogate ; also, Kus. as
observer of gumis from wiflu.)

A Woun's approach is "quodlibetic"



4. Bogey of Ec. Maturity.
Cosolescence of labor

6.

Close of frontion ( Malthun. Tunnu, Hausen) ("Age of Limits ")
End of inventions

pp. growth

No more un opps. (Marx)

M ; monetary policy.
Monetizing collateral..
Fed. Tsy. forinal controls.
Gold standard,
head bills, needs of trade . " Qualitative controls

3

influencia on

Real turnover bank loans, as vs. V of M

1. Macro as relations of sequence.
Capl. thy, as bridge , micro/macro .

Normalized moden
Forest
Multiplica

Possibility of "glitchen ".

2
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~ 8. Inducement to invent .
a. Bunic math

6. Policies to influence

2

1

q Ability to invest of loanable finds
a. Recovery ofprior investments..i) Depru. ii) tale ofgoods.
b. New ravnis

saules

i. Money saving

ii. Foregone income -
iii .

10: Fiscal

C. AM

d. Role of landgains.

implicit survil
dividench - cop. saving

e, Leakage from K recoveryf.A.Guyse of major crises; cumulative, self- reinforcing loss ofFiscal Policy! frnds.
a .

Crowding out AG → -45.
Baris of LM cuve

tu 15 & the moving force;
b . Deficits vice tax cuts.
C.

LM curve . Lig.pool finite.
G - T ?

3

Deficits via AM : EMP combined.
Monetizing the debt.

lounable

"bies Kepri ".'amim

true

TANSTAAFL te
d. changing structure of twen: supply-side ecs.

"..Pulling.K out of thin cir".

TITSTAAFL. Signs of Dismal ecs. vs. Emotructive ecs.
I wananted optimisen



11.! Unlimited growth
*

th

12.

-

1

Threat of maja wisis.

on a

}

time to get major wisis.
Conc. of assets

a.
Cumulative day-up of cap.day-up of cap. recovery : a macro "trag".

b. You have to do several things wrong at the samme

limited wald.

13. Supply-Supply-side cus,

High rigid prices

Bank collapse
With drevival offu.
prolonged misinvestment of K before hand

4

K.
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EL. 100 BI am, 811

Why care? I, sympathy 2, Fear. 3, all wages move
together!

1. lug in realwages, from 1978
2. Children in jounty, up 5290, 1915-85.

40 90 of those in poverty are shilchen
20 % of all children live in poverty

Pwyty = £8,000 im . for 3
15 hs of luus live in poverty 35m-people.
Some me homelen

More are "me-hommelen " -_3_m_renters wrinus <$3,000.
+-paying 12 % of_inc for sent4.

Smein cope 2/3 ofjou less_get_us benefits.
Fed. has tocut way down

& moge the same.

6. John being destroyed..

||

2

+
+

But no sellcryland.emry
uusbyees.

~84 Tenneco - Care_acquires Itt, closes 400 dealer.
85 Kundsen acquires__ Formmest, lays off 400 /3.000

jobs on 13%

#

11.90 unimpl. in Common nikt.

Beswell, 85, land off 600

29, 080

Singer & Muttel- ubout
Iexaco - hittyS.P.

I
sularied

unsdayus

2

Chevem acquirer Sulf
Assets =

hulf cuts jobs.{
Luton times_as_

20 presos.

2012
5kemployee vs. Ek for

much !

sts, in Ny under 16.

T



I.

4-5-85

What is Macro ?

a search for chokes (in order to unclog

Super Noter. Not allused, return formore idem
4-86.

Mum.)
"Wd., be"fallacyofcomp." "to analogize.

There is us obvious Demand limic for whole ec., as there
is for avocados.. Trade

goodh
oach for all expand.

some demands grow less, like
goods, all

like fitus; but others grow more,
some Moose leisme voluntarily,like travel, reading intertainment.

no harm there.

Strange thing, hungry, needy people
What is missing ?can't find work.

there is demand --

1.) Nut. ress ?

1~Malther, Ress, fixed. Dim, rets. Iron law ofwagen.
Sewin, Ireland, disual science.

underase.(1) Others saw not a nat-scarcity, but ingrossment

1. Jewish projlers: Amos, Jeremiar, lemiah
2. Greek Sülon

Romans: Gracchus bros

3. Every land + clime. LDCs today.
Quesnay (Jefferson his disciple)4,
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Enclosures, on "hand Monopoly"; (ova)
5. A. Smith, Spanish English colonies

( El Salvador, was Catorce) . [ledd Russian. Eur. expanded over

would, butno

Pope John Paul II

sk us.

136. J.S. Mill.
7. H. George

8. ?

9. Sate from today (over)
() George also saw 4

half the

gain to Latins or Russ. I

T. Veblen, Absentee Ownership

pop, as yielding Ag aggrez. returus,
It was another fallery of comp. to project

thru
symusy,

dim. rets. from single parcels to while ec .
Teck, advance also helpottkelfalt

Cap. funtu, too.

But not the
This view han generally prevailed. Res. scarcity

has been largely onnitted from macro,
way Genge saw it. Geoge san engrossment (speca,
absentee ownershing) overcoming synergy, in less tamed by
reform,
Marx's

More The view that preverited was more like
nat, ress. inclwant. But it came with neo-classic

micro : K is perfect subst.for land, infinitely expendible , by K. forma

RFF studies of turn of trade
Generally supported

formation .

anti -Malthusian position.
Primary producto keep falling.

Raul' Prebisch .



much reduced demand for labor, and created put. rent.
"MP" becomes diff. from UP. No unempl. when all lunch

open.
a...New jobs all come

4. Wathman. In Search
from small firmas, tur

In Search of Excellence.
b . Lange firms use fewer workers w. their land.

Singer, £ 5,000 / worken

so Cal ( chevrov),(Chevron)

c. Censer of Agric.

$240,000240,000/wkr., book value...
500,000 / wies., merger

The larger the form, the fewer workers/

They give grants.
a dozen rt.

value

d. Mugu movement in Wis.
Reduced payroll,

Polly Robert's on reserve ,
In. chun. terms, land cous. in sting hands has low valence for lain.

All this tends to get buried or misinterpreted

bers. of undue influence of large firms

thinking. They have the money, I meny sell.
out.
Shell Men, to,

Wm! Voelku Peltu erg.
+lunk tauk&

.

wrig

ucke.
;'class I fina': 22% of land

7 90 of labor

son

Texaco 71.000

on our

"Liberalism " has been divited away. from those

fundamental things ben. they get into dists of wealth,

dangerous stuff. Prefined the inflationary

panacea, the course set by W.J. Bryang
power

a.



Nam,

But RFF o'did it.
grata for telling them to, 1911-12?

persona non
They omitted

all subsidies; and allxptn. costs; & all mity, costs.

too much

oil t+gas,

supporting

Club
Rome

I moved to Canada. Nixon, Kissingen +Viet

(E.)Meantime, was-
Commoner vs. Heller, debate .

Age of Limits.

1 (became

1913, OPEL struck. Canada was great, nothing in

reliable femy service, etc

Oil jumped to £ 30/6bl. hasused tobe 201/gal.

factor. But res. scarcity ales,
Cartel control one

cau

-Malthurienst were

Audubon Soc., sienu club, EDE, stray.

J
be

13

Ecology; www. pullu.
Yov. Brown is out; but the breens arevisitingg

objecting.

as wsrd .(Ch.2).

O. 16 of Wonyacole speaks to these concerns.
GNP mecummer wrong things. Object ofpolicy shd, not

That is whybe to max. GNP⁰. 1 imprasize
empl. We sime that un-culpl. is bad.
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We can't be at all sue that a TVs

guin. Ovi
Tobucio

P.A. myteressys
Cross- haul commuting

are a yet

Ill wealth ff. by visits to th.
overweight + trip to fur farmfat
Payung admission to Yosemite

t

Polluting upstream & treating wtr. downstream
Hunting track further
G.N. Bollution . (We don't consume anything

GNP as

just tum it into gubage.)

Emivon muntalists nemmid is of more than Nature.
Beware of materialism.

we

We use twice as much muay/cap. 20
yes ago.

Are we twice as
happy? You wen't around, but we were just

happy then , I much more sevene. Listen to the
old time music. We have no Verdi today; no Michelangeln

Here again, empl, maker u better goal. Take güven

materials from Natime,"put were work into them, result in

less "materialistic : an avenue for el growth who

spoiling I looking the earth.

4



1

E Another limi defirnal of Maltlan was
expansion into new worlds :

Angles into U.S. Canada, Australia - N.Z., parts of
Africa & Aria (alonyw. Cuticle. Grms . French, Imisk, Scand, Italiane etc.)

Hispanico inter Larni am.
Russiam into Aria ,

Enquessment prevented much guin except to Anglos. Auglo frontion,anothingproblem : boom & haut.
People moved wearn to ress.

into ec, w/o adding xptu.
This brought them

modify
Challenge today is to content this old

frontining tradition to Simen of earth . Bas:
a) The earth is round

b) The mily
share is extremely hi.

cost of holding more
Viet Nam showed us

away from materialism :
massivelyTo uncday this chake we weed inlove for

jogging, less powerboating
more

more than ou

THAT.

"More use of intensive margin; less of extensive.
More downstream ; less upstreaur

less extreMore procesing; less
More husbandry; less rape.

extracting.



.

(2.) Money

Pretty tame cfdl. to The Earth. Easily printable,
full.And il uit, prices can

But can be a problems.

A. Bad experiences
controly on AM.

John Law, 1720

Cassignats, 1989
Concurentals, 1176
Wildcats, 1830s
Gumbacks, 1860s

Shinplasters,
Mark,
Yuan.
shekel ,

w. fast iiften. have caused instil.
Hyper iftin.

AM when neached.

+ Mandats

19205

1940s

1980s . Various
pesos.

B. But these controls , once in place, can prever

E.g. U.S. 1893
1920,Eug.(

U.S. 1929-33

6

C. Why needed ? U.S., 1933, hall the banks feriled.



1,

whyfailed? Collatural values collapsed. The
big dirty recret the monetarists never tell.

why collatural values collapse ? A systemic
problem which monetarists are
the rug.

They trivialize the cause
zigged when he sht. have jagged.

trying to sweep under

also new

snue

collateral
D. How solved ? Fed, debt replaced put- debe as

This is half of what Keyner
the net effect of Ch.4 .

was

all about.

frenfames of money.

hov, of N.". Fued

Most debt is " defaultable"
E. Now Guin, Fud, debt is small part of bank

But massive expension may be conecting
collatuvala

Mut

1
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@ spending

M.V. is what counts

We will have a whole semion on
determines V.)

M

Low p

lu general, not a serious problem
a. HasHas been rising steadily for decades

b. Can be pepped up by A.M.

Thus, the Keynes model you just studied is regarded
bogeyman. Still, long witory of

Still, it has atoday
ers a

dominating the near part of muck, theorizing; mort
forecarting models are built on it.
history,
successful boyayman, etched deep in
subconscious,

also a longer

kunchess of years, branching has been a
the cultural

what

are worse,assuming const. V is bad, but Keymeniemus

models built on ass. of falling V.

Autio. AP

Hi ir.
antiv, -15 ir
Tech. advance.
Steady flows of inc. I expNew win subs.

isKu, avalyn's is a irrogate for
what is really bad: fullofreal

as exemplified byTurnovu.
bank loans.
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Q. Capital
as absolute quarutity? Not likely

a. Much cap. subs for labor, viewed in
Carcle, they inclosures
Treen

Form machinery
Laba - raving inde, mautinuing

spreading labor over more time.
build a wouse W.

yes

6. Viewed in sequence, cap, is a device for

service /yp.
E.g.

butľ move

1

of service

penalbel,

9

stoutu utols. No more

apply labon leu



1

© Flow of K. a gross
n

Classical Custs, saw this as major problem.
Shortage of frout money (avance ). Circ, cup

Meady or ripe on liquid

Quemay; Smith; Mill; (Mare?)
assunts, from Ricardo ; Jevons : Habulu Le

Spicthoff); Wicksell: bafflmy.

A

This a shortage of liquid It can make the
cc. Machine seizeup, on freeze. It is not "glitchless ",
like micro not alw

always fruly adaptable
convertible from sohid to liquid forms (from clay to
putty). Solidifying an freezing K is irreversible over
long pas. The problem is self- aggravating when

flux isliquid I is needed an

solid K. -eq xowy wstrls you a factory ifeedstock for refiriem;
inry for store ; går for

K is not

iuut.

u

alm
Mult model by

(

10 I

bypasses Deals only
Matically,

-bothof M (spending) as the supply responds auntoras.
a supply of factors, and supply ofgoods for them to consume.

No intln. (or if there is iifle, there is no other

supply except to A
wayA

money spending.)

to solvent to activate the

shes this. w, circ.

LandWager-fund thy Lold, he wages-flow) says



to quiurate real income , K advances subsistence
to labor.

subristence ripe goods
consumer goods

service flor

edge cuts
to surface,

& Like a UCR Dean

Junior Tip

to consume
goods really
liquid Eapl,ciru.

a uvitaplans)Analogies: (Ecumpler, vuthur, usable as allegnies

1. Wood bunns from the surface. Excelsion

is all surface, buus whoosh !
sticks burn slower, longer

reades

Logs bun very slowly. Much strage,
lithe action. May not bud ut ill w/o kindling to
keep it going fixed I needs working K. (or other comply.
K , as CWP needs assord, K.) ‡

2. Abrasive cutting wheel. Only theexposed
the rest is storage, waiting to come

T.P.

/\

"1

lange roll vs. 20 small rolls.



CO

F und
3. Pipelines, long & short. Fund = Flow Pd

Pd =L
4. K

}

In case 1, iivet 100

llly

5. Wicksell & wine

Condi
100

adjustment is

E

for physical

To Aflow, reduce, Pd,
1 in kambinger joint vs. planting Dory,fir.

R₁ R₂

Flow

Timke

12

Then neinvest

2, invest 200 for I quo

Me "action edge " of the K is doubled,

contomy

Wicksell is not thressing the bottleneck. On

purpose is entirely optimistic & constructive,
he is the showing how valluces can adjunt.

his

egTo show that he selected an ez. where
eary.

The problem comes when adjout ment is hard,or instl, reasons.

at To , hold for 2 yus.

Double volume w, saime K.



Anne e.g. of hard adjustments.eigi

1. WPPSS ; IPP

2. Oil found in High Cuctio
3. Fui.K.

before

)

field 3 % or less. before
7. 40

yuyo, mortgages by Sthus, lus. los. etc.,
cost of funds leaped up.

4, willing rigs.

to
5. Stump House Mr ; & Mousac Tunnel, 18504.

supply projects, planned
cost overruns. [.g.Gramite Reef Qg.

6. Stati t Fell, wee,

then dunand Mops.

all those are like big logs in thefire.
Rate at which they release value is preordained by
their plupical structure. can be slower than
planned, but voudly faster,

So

a high uir, commot
Hence, a crisis is possible.

"1 becan that's a son of a
isin for

Therein a glitch, when inv."" ""too loylong

abirch

13

Mortage of biquid K, signalized bythan out this capt.

a Mirch,"



4.

K : 0

The 1
The 2

ratio.
you. cycle

Busk yo

de has

#
15 :0
ľ8 112.

1.
Key.2.

The K: 0 is the pd. of inve.

lu U.S. K:0 = 3₂3 .

bouger than that. E.g. land, 18:0 =0, but pd =∞0.

But mean fel. is much

The best metaphing for
metaphor..(same as stream)

It allows for epicycles of int.

macro is the pipeline

AV.G. wear endof downstream gets välized much
facter than upstream

The Fund ,Flow ratio

Note how slow I Moker boole supply side and demand
T
(Money can still cive. but u.. aside , in real tums,

slower flow of goods. Stayflation.)

14



~. Morropaly; controlled
"Structural"problems

A. At times, a bad bottleneck.
R.V. rates, 1930s.
alcoa.
Steel

pices; entific, scarcity indo
Waived wide by "Mainstreamten " (=V

sunt treins.

But on whole, too simple by far.
B. Contele are more common . problem comes out

much differently: raises
K : O .

Muix im. K to

incomager.

E.g. UCR

join the cautel.the coutel. Price - umbrella

E.g. fruit provates, ff. by subsidy to wor, supply,dill more well..
build more frets,

Txs. oil

Fishing
Soid Bank --ff. by manny

ag.

future capacity .
up "infructified" inv .

"quecuand

extension
Microcosm of macrocosmic problems

a. Restrict sir. supply

15.

subsidies to farmers.

valué

4. Valorize land, titillate widely, spreadfloating
Pour in deK, thildc.

up

Keynes made this seen supu : soak



of
||

Unim 2090

But they may

products

duine land & cap. inthe out of labor -using

processer "

(3) Taxes. Yes -if variable.+

Payroll; pond inc; retcilsabe

@ But, veg ?
Sout

H

Fixed cost taxes are
Laffen

on..

Cultels ag. Mogram,
Avuch -Johmion effect .
Urban renerval

labo.

(but i's hypounte

supply side,

16

(19) S.o.c ? The way thegovt. spends money.
Problem of artificia abundance of land;

shortage of capt.
"Partial funding... building in stages. Defer completion

Waste in mily, budget . Keynesian kank ,



(1) Knowledge ?

1 headership ?☺)

TE

Wrong knowledge. Prof.
Om obsolescence

(upan unpleas'}

Misguided Cum, corp. leaders
~ Under ming arts.

krabbing for more .
Alimuated from itareholders, workeus, customus,

new lshons point products of absentee ownership.
1 Productivity,?

Prof. Cubot Lodge at H.B.S.

locked inter obsolescence.

H

Undefined.
In some sense is always good, but there is

phoney productivity, s up of labor by wasting land

4& capt.

11

Com also A ap of W by farved cap, accum,
as in Rusia: raised taxes, Violate consumer

preferences. (We also do that in Ris, public utility)



?

11

(14) Cone, of wealth & power?
Yes. see ticked items.

16.

T

(1) Failure to reward functional activity.
Unearned inc. forfor anymieincentive to work.
Parasitic bellavio ? Mamy kinds, I is somet

Rut Some is unconscious.
Menny

diff. of opinion .

special guin, and cost

means loss to othersa

18

LaudCo

a. Oil royalty collector, w. deply allowance,
b. Medicare recipients. If older quination.

specs whowho get P.W. built for their
>

O`seas owing call in mily ploty.Not that Qui's oured much

guin.

less

t

L.a. country club

Puvuse supply & of labor?
ly a varient on

Vietnam, in part.
in UN, but all around, & haud clowing theory.

di crime. No tux. Oliver.
Recreation, Golf, us. old Aucking Stool, a Stocks.

"untempl. is voluntary".
but they are

m
May be time of the elderly

not counted as unemployed, and they are living
capl., not wages.

It is the structure of rewards, more than their



level, Mat affect incentives to work.

19



1.

100B, 4-3-85

Exciting times to be studying

1. thally banks, stlus, pension funds.Fia

2 .

ouio closure,
Cout. Ill.
B of a
Seafürt

Peux squeno

tre. Utilities, too.Bad loan in energy. cz.
Are we testening on edge of fuck collapse

Humongous fed deficit .
IL trade

macro

} coupled w. strony & thi
real ir.

$6.3. Macro theory in flux. Party positions, two 4
Old Gods are deat new over wanting to be boue



6. Monetarists , Let i.v. soar.b.

c. Cap. shortage. Productivity.
Denison Kendrick.

d. Bunkai, alarmists
Minsky ; Felix
Upgren, Edmunds

billmy

e. Gowding- autf. Rational expectations.
Feldstein

Ture

Nothing matters: Nihilism .

4. No new teel has begun to catch up. : Use R.BR.
T.Q. !Haid on

suuman .. too much beating Say's haw.on

2



II. Problems

1. Poverty aund plenty
1879 , H. G.

Honrelessness

their usefuluen.

liv.
Corollary of soaring
Motel devellers, tos. No frout money.
Substandarduurs

to buy that.

unempl

some me subhuman. No provision;no outlet for

80% of noweben eve down on their luck.

+
8 % ± 390.

dat's Have to be a true believer

jobs to look for emerker.You needn't quit
one

Welfare prefersers ? a few, pullaps. But half
the unemployed have rum thru unempl. benefit..

3

"Job search

Unempl, not the cream of the crop. Bad

work kabits: flakey; üvesp. Not everyone is offlicted w.
the work ethic to same degree. But why can't jobs bejoten

greaved to native of people, rather than making
people all fit same mold ?

*



Students' l'roblem

Coro Maries of unumgl.
Extaredes apprenticeship ; credentials.
Carly retirement
Crime

Imperialism to make john & secure
Pork-banellui

acceptance of wate

Feathrubedding ( Deans at UCR)
stunting of dev. by grasques for security , serionio

free speech

feedrink

(whether pushed or pulled")
Frustration of mothus notmums to jubo nikt

Invasion of wilderness; pollution .

1

d2. Crises panics, busts. Spectre o 1929.
ou wilder scall, instabilitility

Enormous losser mu//ured.
But those are partial.

4

RustE.g. Peoric today. Houston. Rear Belt.
1929 was everywhere.

3. Queuse of subungul, nat. ver., to make jobs



M

invasion of other people's countries
Mercantilist porture,

Mei'r gorts, so
for process,

they must send their primary producti
here.

brut

real value

Cound their ress. I

exports,our (Marists say to face them to buyourlunge impony balanes Wardly supports that intup.)tipustne alemany anypon's tim't thingwij wipu.
4. Capt. shortage. Lagging cap. funtia ; exportof K.

Mis directed uw. of past, umplex. E.g. arvos.
Die ghos. Two leftBut acute need for new K.

gloves.
luxush of foreign K to buy up the

country.
Frozen K. Can't prime the pump w. block of ice .

# Rise of i, after in. made, lowns their
a loss of K. Monballs.

1.Ba funer

figu fooka.
5. Skorture of investable furnas . b. show supply .E luftr.ifdm.

MV

benutt of cycle in collateralvalue,



Bu
5

Prime the

Shortage of ins.
( lov. isis ce flow;flow ; I a fund.)

Iw. is what employs people. Money up front.
pump t

Can't prime thepump wiice. Frozen K yields

no recovery to be reinvested. Shuggishuers, slowdown, torpidity...I = K.T.

Lack of inw. can also come of
anetc. took that tack, ( based on old Mau

come from
opps. Keynes

thuis that we mun out of im. opps. "decking Mete
profit. ") hi real i..., and fr. cap.

of
But with

less

falling berders
plausible

lenden way.panning in, and unemployed, that seems
Larche when collateral values are

think ofps, look bad.)

from lack

6. luflr, Infly expectations - followed by

1. Bank failures

-flation. On and off, unpredictable influ.

6

Pension funds failing.
Insecurity of savings .



8. Import balance.
Borowny, from abroad, not to create K but

to lower U.S. turns !

9. Slow replacement of U.S. K stock
Agrity, obsolescence.

on(Focusing of hove, support on
instead of growth indien.

slow to
tooEven when we get a tech. jump, we arethat embodied in the K stock.get

10. Declining U.S. meat inc, of met of world.
11. Slow

growth, cf. Japan,Gy..

other problemsMennyWill discuss them later 1

declining vidien

cue

etc.

1

imaginary.



Macro by Mabus.
Sequence, rdgs.

1. Intro, Exciting time .
shaky tanks; fed, deficit; themy in flux:
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Personal income for December, 1978
Millions of dollars
(not adjusted for seasonal variations)

State and region

NEW ENGLAND

Connecticut
Maine ... … .
Massachusetts
New Hampshire
Rhode Island
Vermont

MIDDLE ATLANTIC

New Jersey
New York

Pennsylvania
SOUTH ATLANTIC

Delaware
Dist. of Columbia
Florida
Georgia
Maryland
North Carolina
South Carolina

Virginia ....
West Virginia

EAST NORTH CENTRAL

Illinois .

Indiana
Michigan
Ohio
Wisconsin

EAST SOUTH CENTRAL

Alabama

Kentucky
Mississippi
Tennessee

WEST NORTH CENTRAL

lowa...
Kansas
Minnesota
Missouri
Nebraska

.….. …… ..

North Dakota
South Dakota
WEST SOUTH CENTRAL

Arkansas
Louisiana .

Oklahoma
Texas ......
MOUNTAIN

Arizona .....
Colorado
Idaho
Montana
Nevada .

New Mexico
Utah ...
Wyoming
PACIFIC
Alaska
California
Hawail
Oregon
Washington .
U.S. TOTAL

Latest month

Dec.
1978

$8,965

2,548
641

4,292
561
633
290

28,012

5,924
13,651
8,437

22,692

480
565

5,674
3,129
3,119
3,316
1,648

3,626
1,135

30,755

8,833
3,711
7,287
7,731
3,193

8,180
2,152
2,218
1,228
2,582

11,721

2,061
1,723
2,765
3,300
1,058

421
393

14,036

1,197
2,285
1,815
8,739

6,839
1,563

*1,904
540
536
516
723
774
283

23,216
388

17,652
661

1,712
2,803

$154,416
all other data revised

BUSINESS WEEK : April 2 , 1979

Percent
change
versus

yearago

$7,892 +13.6%

Dec.
1977

2,258
561

3,764
497
558
254

25,031
5,320

12,297
7,414

19.948

403 +19.1
522 +8.2

5,001 +13.5
2,768 +13.0
2,784 +12.0
2,931 +13.1
1,474 +11.8

3,133 +15.7
932 +21.8

+11.6

+ 9.5
+12.2
+12.8
+11.4
+14.1

27,570
8,065
3,308
6,461
6,938
2,798

7,122

1,848

1,878
1,065
2,331

10,251

1,768
1,479
2,436
2,956

923
352
337

12.551
1,058
2,047
1,594
7,852

5,889
1,325
1,605

490
468
463
633
651
254

+12.8
+14.3
+14.0
+12.9
+13.4
+14.2

+11.9
+11.4
+11.0
+13.8

+13.8

20,348
382

15,414
601

1,468
2,483

$136,102

+14.9
+16.5
+18.1
+15.3
+10.8

+14.3

+16.6
+16.5
+13.5
+11.6
+14.6
+19.6
+16.6

+11.3
+13.1
+11.6
+13.9
+11.3

+16.1
+18.0
+18.6
+10.2
+14.5
+11.4
+14.2
+18.9
+11.4

+14.1
+ 1.6
+14.5
+10.0
+16.6
+12.9

+13.0%

Year
to

date

$99,529

28,163
7,114

47,726
6,305
7,015
3,206

313.158

66,502
152,514
94,142

251,221

5,032
6,372

63,043
34,584
34,581
37,180
18,365
39,703
12,361

340,325

99,630
41,507
77,769
85,986
35,433

89,280
23,773
23,536
13,383
28,588

128,757

22,449
18,619
30,735
36,232
11,682
4,628
4.412

156,335
13,220
25,493
20,140
97,482

75,425
16,758
21,006

6,151
6,001
5,798
8,061
8,406
3.244

Percent
change
versus

year ago

257,740
5,379

194,094
7,453

19,088
31,726

$1,711,770

+12.1%

+10.6
+11.6
+13.1
+13.2
+10.6
+12.6

+10.6

+10.3
+ 9.8
+11.9

+11.7

+14.6
+ 6.7
+12.5
+11.9
+10.1
+12.3
+11.5
+11.9
+10.4

+10.5

+ 9.3

+11.6
+10.6
+10.7
+13.3

+14.9
+13.6
+14.3
+15.4
+22.1
+14.5
+15.7
+14,4
+11.6

+13.2
+24.3
+12.3
+13.1
+15.4
+15.5

+11.9%

BUSINESS WEEK

+13.1

+13.9
+14.4
+12.4
+11.6

+12.4

+12.5
+12.8
+12.7
+11.6
+12.0
+12.4
+15.3

+12.8
+12.8
+11.6
+12.5
+13.2

REGIONS

Renalting in more
employment!

1978's startling
sag in real wages
The year 1978, marked as one of rapid
increases in employment as well as
prices, turns out to deserve a somber
footnote: It can now be recorded as the
first full year in the nation's four-year
old recovery when real average purchas
ing power took a tumble.

In personal income , the 1978 gain was
11.9% , according to BUSINESS WEEK'S
monthly tabulation by state, compared
with a downward-revised 10.8% in 1977.

But inflation rose comparably , from
6.5% in 1977 to 7.6 % in 1978. So the
increase in incomes when adjusted for
prices just matched 1977's 4 % .

Last year's income performance
looked weaker still , however , when mea
sured against the robust behavior of
emplo rose by
4.3 compared with 3.6% in

in 1976. So for the first time in the
current upturn , real purchasing power
rose less rapidly than the number of
nonfarm employees . And part-time
work, which became proportionately less

mmon , was not the cause.

Man mmerce
Dept.'s functional breakdown of the
national personal income totals tells the
same story (table page 52) . The largest
component, wages and salaries (before
fringe benefits and personal contribu
tions for Social Security ) , rose by 11.9% .
But this works out to 7.3 % per
employee, allowing for the increase in
jobs . So after adjusting for 1978's 7.6 %

inflation , earnings per worker were
down by 0.3% . In government, both the
2.6 % job gain and the 4.9% rise in
average earnings were low ; after correct
ing for prices , average pay fell by 2.5% .

Only the highly unionized manufac
turing sector achieved an increase in real
earnings per worker, amounting to 1.1 % .
In the "other production" sector, con
sisting of mining and construction , an
8.8% employment surge accounted for
most of the impressive rise in payrolls.

Among the other income categories,
farm proprietors were the standout
performers , with key boosts coming
from beef supply shortages and govern
ment price-support programs . Gross
cash receipts from livestock sales rose
more than $10 billion, despite a 0.6 % fall
in total meat production . Rental income
of persons was the only other nonwage
sector, aside from unemployment com
pensation , that failed to keep pace with

REGIONS
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WE DELIVER-$16-466-8721

To some people , "Air Express"
is a vast, confusing world of cargo
holds , forklifts, waybills , bulk
shipments , grubby trucks and
stinky cigars.

And the whole operation seems
completely inaccessible to them.

To other people , "Air Express"
means Federal Express, and
sending things by air with us is a
whole different story. We're the
people who simplified the overnight
package delivery business.

So when you have something
that absolutely, positively has to be
somewhere tomorrow morning, you
simply order out for Federal
Express.

1979 Federal Express Corp.

We come to your office , pick
up your package or envelope , fly it
overnight in one of our own planes,
and deliver it the next business day.

It's as simple as that . No
staring offinto space in the general
direction ofthe airport . No learning
any cargo lingo.

ES

ɔ

R

B.~

You don't need a loading dock to
use us . Just a telephone and an
index finger to dial it . You don't need
a hundred packages either. We'll pick
up one package a year if that's how
often you need us . Actually, you
don't even need a package to use us ,
because we'll give you boxes , tubes
or envelopes in which to put the
things you need to send .

What more can we do?
Not much . That's about as

simple and uncomplicated as sending
things by air is going to get.

Our rates for door-to-door
service start at about 3 pizzas with
everything ($16.00) .

To order your pickup , our local
number is in your white pages or call
toll-free 800-238-5355 for more
information.

And if you still think “Air
Express" is too complicated , then no
more pizza for you.

DE 3 SS
WHEN IT ABSOLUTELY, POSITIVELY HAS TO BE THERE OVERNIGHT.

EXPRÈS 1

!
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inflation . Unemployment payments de
clined for the third year in a row , as
joblessness continued to fall.

The advancing age of the recovery
changed the distribution of income gains
among the states and regions during
1978. The Federal Reserve Board's index
for production of consumer durable
goods slowed from an 8.3 % growth rate
in 1977 to only 3.8% in 1978, and domes
tic automobile production actually fell by
some 40,000 units . As a result, the
heavy-industry East North Central re
gion, which was second in income growth
among the nine census areas in 1977,
ranked last in the cumulative income
growth column for 1978.

52

GR
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Who got the gains
in 1978 personal income

Nationwide, only 13 states failed to
show an income speedup in 1978. Four of
these were in the East North Central
region, and five more of them were
among the 18 Eastern Seaboard states .

The three Atlantic regions held the last
three places for 1977 income growth , and
aside from their being joined by the East
North Central states , little changed in
1978. New England just barely exceeded
the national average growth rate, mark
ing the first time that any of the East
Coast regions had done this since 1974 .

Setting the pace . Prosperity was more
marked in the Western states . Contin
ued high prices and demand both for

A asteran for

Inns

Total wages
and salaries

Manufacturing
Other production ..
Distribution ...
Services
Government

Farm proprietors* .

Nonfarm proprietors*

Rental income*

Dividends
Interest .
Transfer payments

Social Security
Unemployment
insurance
Welfare and other ..

Billions
of dollars

$1,100.9 .... 11.9%

299.9 . .12.6
90.3 .. ... 16.7

268.9.. .12.5
225.8 . .12.8
216.1 .. 7.6

Every Master Hosts/Red Carpet Inn is a master
piece ofplanning . Because over 100 in the United
States , Canada , and Mexico are built to blend with
their locale . Not to match a master plan . Which
means that in over 100 very different places there
are more than 100 very different Master Hosts/Red
Carpet Inns. Yet while each is refreshingly unique ,
they all have a set of standard luxuries you can
count on . Like great service . Comfortable rooms.
Fine dining. And a pool , to name a few.

%

Percent
change

from 1977

25.3....25.2
87.8 . . 10.4
23.4 . 4.0

.12.849.3 . .

159.0 .....12.6
226.0 . 8.2
117.4 . .11.8

*Adjusted
Data: Commerce Dept.

8.9... 28.8

99.7..... 9.2

farm output and for energy and other
minerals enabled the Rocky Mountain
states to set the nation's income growth
pace for the second year running . The
Pacific states, which also benefited from
surging aerospace orders , moved up
from fourth to second place.

Personal income data for the month of
December alone reflect the general
acceleration of economic activity and
prices during the fourth quarter. BUSI
NESS WEEK's compilation by state shows
a monthly income gain of 1.8% , the
highest since September . Seasonally ad
justed Commerce Dept. totals for the
nation as a whole show a pickup to a $25
billion gain in December , the biggest
since June, 1975 .

Coal's impact. Wage and salary gains
were fairly steady at about $12 billion .

Manufacturing payrolls slowed from a
$6.1 billion rise in November to $4.6
billion in December . Farm proprietors'
income was again the standout for the
month, as unusually heavy yearend crop
support payments from the government
added $3.5 billion at an annual rate to
this sector .

West Virginia led all states in 12
month income growth , thanks to the
earnings impact of the year-ago coal
strike, which cut December, 1977, jobs in
the state by 10% .

The same factor was at work in
Kentucky, which led the East South
Central region . Bituminous coal jobs in
the state were up by 29,100 from their
year-ago strike level, more than offset
ting a drop of nearly 12,000 jobs in other
sectors of the Kentucky economy.

Master Hosts/Red Carpet Inns

aster pieces
~American Express Company, 1979

It just goes to show , a chain of fine Inns doesn't
always have to look the same to look good .

You can also count on the fact that the American
Express Card is as welcome as you are at every one.So call toll-free 800-228-2345 to reserve a
room . Then bring the American Express
Card and enjoy an Inn built to order
a Master Hosts/Red Carpet Inn.

TheAmerican Express Card. Don't leave home without it.

3712
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The Grumman Flxible 870* transit bus .

Over the next decade , America wil
need more than 50,000 new transit buses.
The Grumman Flxible 870 bus will go a
long way toward meeting this demand .

It's the product of aerospace technol
ogy applied to the down-to-earth problems
of bui ding a better bus . The result is
an award winning design with a range
of features which are appealing to riders,
drivers and maintenance personnel alike .

And it does so with the same reliability
as every other Grumman product. From

VA
CHUFCH

STAN

our aerospace systems like the F-14 Tomcat
fighter, to such products as our Pearson
yachts, Data Systems , and Sunstream™

solarenergy systems for home andbusiness.
We're Grumman . We're technology,

performance and reliability . Grumman
Corporation , Dept. GCP, Bethpage, Long
Island , New York 11714.

Thereliable urce
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POOR: Poverty Up 52% Among Children, Study Finds
Continued from Page 1

Rep. Charles B. Rangel (D -N.Y.) ,

one of the members of the House
Ways and Means Committee who
commissioned the nine-month re
port.

Social Security income . Reflecting
the rise in Social Security benefits,

overall spending for the network of
anti-poverty programs- a figure
often cited by the Reagan Admin
istration to illustrate its commit

ment to the "safety net"-climbed
83% from 1973 to 1983 .

poor. However, it also described a
small "de -feminization” trend,

showing that the poverty rate
climbed faster among two -parent
families than in single-parent fam
ilies from 1978 to 1983.

Legislation was introduced
Wednesday in both the Senate andThe number of children in pov-.

erty in 1983- the latest year for
which figures were available- was
thehighest since 1965 before Pres
ident Lyndon B. Johnson launched
his War on Poverty and dramati
cally increased federal spending on
the poor. By 1969 , the child poverty
rate had been cut in half from what
it had been a decade earlier.

But since then , the report said,

the number of poor children has
increased steadily and rose "espe
cially sharply"-a total of 35%

from 1979 to 1983, a period in which
President Reagan initiated deep
cuts in social spending.

By 1983, more than one child in
five was living in poverty, accord
ing to the report, conducted by the
nonpartisan Congressional Re
search Service and the Congres
sional Budget Office.

"I just wonder what happened to
that 'safety net,” ” said Rep. Harold
E. Ford ( D -Tenn. ) , chairman of
the Ways and Means subcommittee
on public assistance , referring to
Reagan's stated intention to pro
tect the "truly needy."

For statistical purposes, each
member of a family is judged to be
poor if a family's pre -tax cash
income is less than three times the

P

But total spending to families of
poor children declined about 6%

over the same period- reducing
cash
22%
chil
repo

B
In

foun
born
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and
His
stud
five
we
was
bepoo

N
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f
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the House that would strengthen
"minimal levels of funding" for
poverty programs cut in recent
years. Sponsored by Sen. Daniel
Patrick Moynihan ( D - N.Y. ) , Ford
and Rangel, the measures would
cost an estimated $10 billion to
implement.

:



Poverty Up 52%

Among Children,

New Study Finds
By ZACK NAUTH ,

Times StaffWriter

WASHINGTON-The number

of American children living in
poverty totaled 13.8 million in 1983,

soaring 52% in the last decade and

reaching the highest level since the
mid -1960s , a congressional study
showed Wednesday.

Moreover, the huge increase oc
curred at the same time that feder

al spending on poor children de
clined , said the comprehensive
670-page report , released at a
House subcommittee hearing . And,

it concluded , "the poverty rate
among children is not apt to drop

very sharply" even if economic

growth continues.

The study should "shock the
conscience of this nation ," said

Please see POOR, Page 5

'



~ Percentage of poor ci ren rises s arp y1
By MARGARET SCHERF

WASHINGTON (AP) An extra eight
children per 100 were added to the poverty
population from 1973 to 1983, lifting the child

poverty rate to 22.2 per 100 , the highest since
the mid-1960s , a congressional study reported
yesterday.

In 1983, the last year for which statistics
are available , nearly 13.8 million youngsters
lived in poverty, and poor children represent
ed 40 percent of the total poor population in
the United States , the report said.

The study was conducted by the Congres
sional Budget Office and the Congressional
Research Service for the House subcommittee

on public assistance.
The poverty threshold for a family of

three was roughly $8,000 in 1983 , said Ru

dolph G. Penner , director of the CBO. It
varied from about $5,000 for a single person

•

5-23-85
to just over $20,000 for families of nine or
more.

Unmarried mothers present the most se
vere child poverty problem, with three out of
four children of such mothers being poor, the
study said . And , it said , their ranks are
growing.

More than one -sixth of poor children in
1983 were in families with at least one full

time , year-round job . "These poor children
numbered more than 2.5 million ," said a

summary of the study . “Their existence belies
the widespread view that a full-time job
throughout the year is near-insurance against
poverty."

The study showed that almost half of all
black children and more than one-third of all
Hispanic children were poor . In contrast, it
said , nearly five-sixths of all white children
did not qualify.

The number of poor children increased
by 3 million from 1968 to 1983, even though
the total population of children decreased by
9 million in those years, according to the
study.

Rep . Harold Ford , D -Tenn ., chairman of
the subcommittee, said government spending
for poor children has been decreasing during
the past several years.

"Cash benefits per poor child declined 22

percent from 1974 to 1983, and the share of
poor children served by the Aid to Families
with Dependent Children program and food
stamps has also declined," he said .

"If you are under 6 years old in the
United States, you are six times more likely to
be poor than if you are over age 65,” said Sen.
Daniel Patrick Moynihan, D-N.Y . “We are the
first industrial nation in the world in which

children are the poorest age group."
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Numbers Growing

Homeless

LeftBehind

by Recovery
By KEVIN RODERICK,
Times Staff Writer

Every weekday afternoon , when
his classes at Sierra College of
Business end, Walter Bannister
takes off alone on a survival mis
sion.

He slips away from the other
students who are studying to be
medical assistants and hurries
across downtown Los Angeles to
the Midnight Mission on Skid Row.
If he makes it in time , Bannister
lines up with hundreds of other
men to pick up a ticket that allows
him to go back three hours later
and eat his only meal of the day.

Bannister, 24, sleeps most nights

First of two articles .

on a sandy children's playground
off 6th Street , huddled near fires
with two dozen other men and
women . His only clothes are three
shirts, two pairs of pants, cowboy
boots and his white medical ass st

ant's uniform. I

Despite an economic recovery
that has added 7 million jobs and
cheered the outlook of most Amer
icans, government efforts to help
the homeless are failing to remove
the Walter Bannisters from the
streets of Los Angeles and most
other cities. Į

Instead, their numbers seem to
be growing, posing one of the most
stubborn and potentially expensive
socialproblems of the 1980s.

"It's not a media event," said Jim
Pursley, who administers a federal
food and shelter program for the
United Way in Los Angeles . "It's a
realproblem . "-

produ

Breakdowns in the nation's men
tal health care system , combined
with the failure of the economic
recovery to reach the bottom levels
of American cities , have helped
create what many recent studies
say is a severely troubled under
class of people who live alongside
the traditional winos and derelicts
on the streets and in shelters and
seedy hotels .

Half May Be Mentally Ill
Perhaps half of the homeless are

mentally ill, according to recent
studies, and fewer than half are
able to obtain public assistance. For
many, the welfare system is too
confusing and the rules ineffective.

Reagan Administration cuts in
social service programs , including
low -cost housing construction and
job training , are blamed by many
local officials across the country for
aggravating the problem . The fur
ther cuts in aid to cities proposed in
the 1985-86 budget will do more
damage, many big - city mayors
contend.

Federal and local efforts to pro
vide additional shelter have fallen
far short of expectations . Gov.
George Deukmejian has provided
no money for shelters in his budg
ets . His New York colleague, Gov.
Mario Cuomo , recently announced
a $192-million budget for apackage
of measures to help shelter and
serve the homeless.

I

Bannister, who moved to Los
Angeles when he was discharged
from the Army , displays no history
of mental illness and said he does
not use drugs or alcohol . His expe

Please see HOMELESS , Page 3

Continued from Page 1
riences provide a glimpse into thehomeless world .

Although he is a high school
graduate, he said he has been
unable to find regular work . Unlike
many with whom he walks on the
streets, his speech is steady and his
thoughts clear. But he said no one
will hire a smelly, disillusionedman with no address or phone.

Bannister recently discovered
the complexity of the welfare sys
tem , which several studies say
contributes to the misery of thehomeless. His $228 -a - month coun
ty relief grant was cut off lastyear,when a clerk reported that he waslate for an appointment at thewelfare office . His case was inves
tigated and the termination was
upheld.

So Bannister has been without
any income except what he has
collected by selling his blood and
doing occasional odd jobs . Veter
ans' benefits and a federal Pell
grant pay his tuition. Unable to
afford the seedy hotels near his
school downtown, he has been in
and out of the missions and shel
ters . He , like others , finds that the
2,000 free shelter beds scattered
around Los Angeles County are
filled most nights.

Last week, a Legal Aid Founda
tion lawyer who had been looking
into the case discovered that the
county did not have legal grounds
for cutting off Bannister's checks.

His benefits will soon resume , but
that income will not be enough to
let him escape homelessness. 1The homeless like Bannister
present a paradox that government
officials have been unable to un
ravel.

The unemployment rate has fall
en to its lowest level in several
years, and most people are optimis
tic about the future . But few of the

new jobs created are the kind that
can be filled by unskilled residents
ofthe nation's urban centers.

Six million people have slipped
into poverty since President Rea
gan took office , the U.S. Census

Bureau says . Thirty -five million

people live in poyerty , and the
official poverty fate- 15.2 % is
the highest in two decades .

At the same time, studies by the
Congressional Budget Office and
the nonpartisan Center on Budget
and Policy Priorities in Washing
ton say the amount of assistance
going to low -income Americans
especially those at the very bot
tom- has declined .

'Poverty Problem'
"We do not have a shelter prob

lem in this country," St. Paul
Mayor George Latimer , past presi
dent of the National League of
Cities , said at a meeting last month
of the U.S. Conference of Mayors'
homeless task force . "We do not

have a hunger problem . We have a
poverty problem . "

Local officials around the coun

try also blame Reagan Administra
tion policies that have reduced the
welfare rolls and eliminated most
low -cost housing programs . Cities
are falling further behind in their
ability to provide basic survival
services to the street people, the
Conference of Mayors task force
found last year.



# ₂

"I think people would be flat-out
shocked to see how bad it is in my
city and absolutely horrified to see
how pervasive it is in the larger
cities," said Mayor Ted Wilson of
Salt Lake City.

Recent studies by a variety of
groups including the National
Governor's Assn . and the American
Psychiatric Assn.- say the home
less represent a severely troubled .
slice of society that will not be able

to heal itself without intensive
help.

For every bag lady or young
Vietnam veteran who simply lies
down in plain view of evening
commuters , there are others like
Bannister- including some fami
lies- who hole up behind a fence or
in an alley downtown or who seek
refuge in yards and freeway shrub
bery in West Los Angeles , Pasade
na and most other suburbs.

Perhaps half need intensive
medical help and counseling to
become stabilized and to regain
their footing in society, according
to several recent studies.

Steep reductions in admissions to
state mental hospitals and the
failure by the federal government
and the states to support local care
centers for the mentally ill have
caught up with officials , and the
homeless are paying the price, the
American Psychiatric Assn. re
ported last year in a book -length
study of the problem in Los Angel
es, San Francisco , New York and
other cities.

Nationally , a comprehensive
system of care is needed , with an

7 emphasis on meeting the basic .
needs of the homeless for food,
shelter and clothing along with
psychiatric care, the association
said.

Homelessness among the men
tally ill , the report said , has
reached "unprecedented magni
tude and complexity. . . . Hardly a
section of the country , urban or
rural, has escaped the ubiquitous

| presence of ragged , ill and halluci
nating human beings, wandering
through our city streets , huddled in
'alleyways or sleeping over vents ."

Even the glittering Restaurant
Row in Beverly Hills does not
escape.

A pile of rubbish on a vacant lot
Please see HOMELESS, Page 32

Continued from Page 3

on La Cienega Boulevard proves,
on closer inspection, to be a card
board shanty housing an old man
who rambles about his past with
Gen. George Patton , the legendary
World War II Army commander.
Attendants at a YMCA Christmas '

tree lot during the last holiday
season said they have seen the man
there for three winters.

Forty miles away, in the Ventura
County suburb of Simi Valley,
volunteers who drove around look
ing for homeless on a February
weekend discovered several dozen
people living in parks and under
bushes.

"You get to where you can pick
them out," said Jeff Morris , chair
man of the newly formed Simi
Valley Christian Foundation for
the Homeless . "It blew me away.
There's one guy who's been living
under a bridge for four years."

Government aid often does not
get through to the homeless be
cause, despite their status as the
poorest of the poor , most do not
receive welfare or public assistance
and often scavenge, panhandle or

steal to live.

A briefing paper prepared for the
White House last spring said that
less than 35 % of the homeless
receive public funds . Social Securi
ty is supposed to be available to
poor people who are unable to
work , including those who are
mentally ill, and other programs
are designed for families.

But the paper said many of the
homeless are too confused to prove
their disabilities , a problem that is
especially acute for those who are
mentally ill.

The paper, which recommended
that Reagan issue an executive
order simplifying federal regula
tions that hinder the homeless, was
dismissed as incomplete by Admin
istration officials who testified last
year before a congressional sub
committee holding hearings on the
homeless problem.

Loophole in Safety Net
The paper's findings and recom

mendations echo what homeless
activists and a growing group of
public officials from Washington to
Los Angeles have been saying

that the homeless represent a loop
hole in the social safety net.

Į
Government programs have

failed because they don't take into .
account the unusual nature of the
homeless problem , Skid Row vet
erans say.

VER

Many homeless are not clinically
ill, but they lack the ability to get
along in a competitive, modern
society . They often do not read well
and may not know how to act in
groups . Many have never worked.
Many have no friends , and maybe
they never did .

"We're getting people who have
never done anything but wolf down
food like a dog," said Lee Holthaus ,
director of the Union Rescue Mis- ↑

sion in Los Angeles, which houses
800 men every night- 500 on fold
ing chairs- and turns away dozens.
"We have to teach them basic
things like how to eat and how to
hold a conversation , how to fill out
a form. We have to teach them
some assertiveness and the disci
pline to get ajob."

Not all cases are so severe, said
Jeff Dietrich , who opened the
Catholic Worker soup kitchen

more than 10 years ago and has
seen the residents of Skid Row
change.

Some people cannot cope when
their troubles mount up , when they
lose their job, get evicted or their
unemployment benefits run out ,

and they become homeless, he said.
They do not plan to remain

homeless for very long, and many
of them find homes, but the prob
lem is worse today because fewer
are able to escape once they get
ſcaught in the homeless rut .

It takes at least $600 or $700,

often more, to put down the first
and last months' rent and a security
deposit required to rent virtually

any apartment in Los Angeles, said
Dennis Albaugh , vice president of
United Way in Los Angeles . Some
try to sleep in their cars . If they
don't have cars , they might try
cheap hotels .

But even on Skid Row , wherel
many of the hotels are infested

Please see HOMELESS, Page 33³
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HOMELESS: Life Among Derelicts
Los Angeles Times

KEN LUBAS / Los Angeles Times+Homeless line sidewalks outside Skid Row's Midnight Mission , which was full for the night+ 60
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KEN LUBAS / Los Angeles Times

Business student Walter Bannister in his makeshift home on a
playground off 6th Street . Below , another playground resident
greets the day and woman settles in fornight in 3rd Street tunnel .3rd

19 .
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KEN LUBAS / Los Angeles Times

Joseph Dooley, 62 , sits on a milk crate under an overpass, watching Hollywood Freeway traffic . He said he has been on the streets foryears , since losing his railroad job .
P
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Continued from Page 32
with rats and cockroaches and the
plumbing and heating are unrelia
ble, the cheapest rooms go for $220
a month- paid in advance.. Most
have raised their rent to $240,
because that is the rate the county
paysforrooms.be

If they are homeless and qualify
for county general relief, the low
est form of welfare , the county will
put them up in Skid Row hotels for
two weeks while their applications
are being processed . To qualify,
they must have less than $50 in .
cash and less than $500 in assets.

After two weeks in the $240)

hotel room, the most they receive,
in relief is $228 a month . They can
fry to come up with some other
money and keep.the room , or they

*. can move But if they move to the
streets, they are no longer eligible
for benefits, because the law re
quires that welfare recipients have!
addresses where they can receive
their checks.

Evenifthey to stay in a hotel,
Legal Aid attorney Gary Blasi said,
some hotels make a practice of
evicting tenants before they are

M.efect

and had a good depth of under
standing about the problem" when
he was briefed last spring , said Dr.

1

{
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there 30 consecutive days, which
would make them eligible for rent
control.

Food stamps supplement the
general relief grant up to $79 &

month for a single person. But

worthless because they cannot be
many find food stamps nearly

used in restaurants, except on råre
occasions, and there are no kitch
ens in the hotel rooms or on the
street. JA E
"It's crazy," said Ella Parnessa, Congress has spent $170 millionwho said she moves between the

Norbo Hotel and the streets . "I just
don't understand this systém , { if
that's what they call it." TIA

on food and emergency shelter in
the last two years-about $8.75
million in Los Angeles County . The
money, which was spent mostly on
food, was gone as soon as it became
available , and dozens of requests
for help were turned down in Los
Angeles alone.

The Reagan Administration op
poses more federal funds for shelt
ters because of the push to reduce
domestic t spending and cut the
deficit. Administration officials say
the homeless have to be dealt with
primarily by the states most of
which have budget surpluses- and.
by local officials.

"The President is interested

The most pressing and immedi
ate need, according to recent stud!"

ies and several Skid Row workers,
is to provide beds and a place
where the homeless can regroup .

to help.
More than 90% of all shelter beds

in the nation are privately run, and
the charities say they need govern
ment help to meet the growing .
need.

"It's hard to get a job If you
haven't showered in two , weeks,
said Blasi, who won three lawsults
last year that forced Los Angeles
County to clean up Skid Row hotels
and find more beds for the home!!
less. "And if you have to leave thé
psychiatrist's office and go back to
the gutter , it's probably not going

boliko von BOB GRIESER / Los Angeles Times

Woman with shopping cart full of belongings stops to warm hands at heating vent in Washington .
SSA BA

Harvey Vieth , an official of the
Department of Health and Human
Services who is chairman of the

inent has been trying to deal with
in the several years that govern

the homeless; attempts to increase
the number of beds have bogged
down in wrangling between the
different levels ofgovernment.

Administration's homeless task !
force. "I've been in and out of

Please see HOMELESS, Page 34
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shelters all over the country, and
it's a sad thing . It's a crisis . '

As the problem grew , Vieth said,
"some cities did not address it.
They said, 'Look , these people are
from somewhere else. There
are no more federal dollars . It is
definitely a local problem and has
to start being resolved at the local
level."

The Administration is willing to
make surplus buildings available
and take other steps that are not
too costly, Vieth said .

But the most publicized attempt
to provide surplus government
property has been a flop so far.

Military Barracks
Two winters ago the Reagan

Administration made front-page
news with a plan to make up to 600
surplus military barracks available
as emergency housing for the
homeless. Despite the hoopla, only
four such shelters have been
opened- none in California- and
most of the $8 million appropriated
for the project was used instead on
Army Reserve maintenance needs.
Local officials said they were una
ble to even make contact with
Pentagon officials.
"I spent hours calling one entity

after another," said Los Angeles
Deputy Mayor Grace Davis . "I
couldn't find anybody who knows
anything about anything."

After a rash of complaints , De
fense Secretary Caspar W. Wein
berger reorganized the project late
last year and sent a directive to
local commanders reminding them
that the need for shelter is serious .

Two more shelters are planned
one at Camp Parks in Alameda
County and a Pentagon delega
tion visited Los Angeles last
month.

In California, the only state mon
ey appropriated for shelters last
year was $5 million pushed through
the Legislature by Assemblywom
an Maxine Waters (D- Los Angel
es) .

After it is divided up throughout
the state , the bill will provide $1.5
million in Los Angeles , spread
thinly over dozens of existing shel
ter operations to help them stay
open and add a few beds.

The Deukmejian Administration
vetoed most other housing bills,
and Waters said the Administration
initially opposed her bill . It was

·1

signed only after an agreement was
reached to provide money in the
Assembly's budget bill for a state
Department of Finance computer,

according to her staff and the bill's
lobbyists.

"Unless they come up and ask for
more computers this year, we're in
trouble," said Marc Brown , a staff
attorney for California Rural Legal
Assistance.

Deukmejian has been praised by
advocates for the homeless for
increasing state funds for mental
health care last year , and he has
requested another boost this year.
The money is expected to help
expand counseling services for the
homeless mentally ill.

Homelessness seems to be an
increasing problem that the state
should help with , said Susan De
Santis, state director of the Depart
ment of Housing and Community
Development . But the Deukmejian
Administration does not plan to
consider further aid for the home
less before a report that the gover
nor requested is delivered later this
spring , she said.

In Los Angeles , the city has
helped finance shelter projectspro
viding a few hundred beds , mostly
on Skid Row . The city's Communi
ty Redevelopment Agency has
supported the Weingart Center, a
large privately run hotel that also
provides social services , and set up
a nonprofit corporation that runs
Transition House, a model shelter
hailed nationally for helping home
less men and women reenter the
mainstream.

The county pays $5.4 million a
year to house about 2,500 people a
night in low -rent, often barren and
roach -infested hotel rooms on Skid
Row and in outlying areas from
Lancaster to Long Beach . Applica
tions for rooms have doubled in the
last year to 3,800 a month , said
Eddy Tanaka, director of the coun
ty Department of Social Services,
and all who qualify have been
housed since the supply of rooms
was increased in September.

Because of the lawsuits criticiz
ing the county for keeping these
homeless in substandard hotels,
officials are investigating the feasi
bility of contracting to move them
into cleaner, safer dormitories.

The county also helps finance a
family shelter with 50 beds in the
Long Beach area and has plans to
help open small family shelters in

di

Willowbrook and the San Fernan
do Valley.

Attempts to expand the supply of
beds repeatedly run up against
political feuding between Mayor
Tom Bradley, a liberal Democrat,
and the Republican conservatives
who control the Board of Supervi
sors. 38*

Bradley Wants Help
Bradley said the city has the

money to build or renovate more
shelters . But the city cannot afford
to run the shelters and wants the
county to help . By law it is the
county's job to provide such social
services, Bradley said .

County officials do not want the
added cost of providing housing to
the majority of homeless who do
not get general relief either be
cause they do not apply or are not
qualified .

General relief already costs
about $88 million a year, and any
increase would have to come out of
already tight local revenues be
cause the Legislature does not help
defray welfare costs , county offi
cials said.

"If these people will walk into a
DPSS (welfare ) office and request

a room , they will get one,” said
Supervisor Deane Dana.

The conservatives have also op
posed overtures to coordinate the
county's activities with City Hall,
despite being urged by the chair
man of the board's homeless task
force to include the city in all plans.
"There is a tremendous fragmenta
tion of effort," said Al Greenstein,
an official of Atlantic Richfield
Corp., task force chairman .

The board majority also refused
the city's request for help to oper
ate the city-run shelter built last
month on Skid Row by volunteer
labor unions . Democrats Ed Edel
man , the board's chairman , and
Kenneth Hahn put up $22,000 each
from their district funds to support
the shelter.

Edelman and other liberals say
the conservative board majority is
acting out of malice toward Brad
ley, who is running for reelection
and needs a strong showing to
prepare for a possible challenge to
Republican Gov. Deukmejian next
year.

Edelman , who began holding
hearings on the homeless last sum
mer, has toured Skid Row hotels
and spent time visiting shelters on
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Skid Row . He contends that the
board majority is ignoring a serious
problem.

Dana and the other Republicans
argue that county revenues are
limited and that the problem is not
as bad as some people think.

Their policies have come in for
heavy criticism in the last year.

Grand Jury Reproach
In a letter to the Board of

Supervisors last month , the Los
Angeles County Grand Jury ac
cused county officials of resorting
to the "Calcutta Method-which is

to ignore the problem until the
court takes action , then make as
slow and feeble a response as
possible and, when the lawyers go
away, drop the ball."

County officials contend that the
grand jury's research failed to take
into account various programs that
help the homeless and the county's
limited ability to raise revenue.

Nonetheless , county welfare
policies especially a rule sus
pending benefits for 60 days for
missing work and less serious vio
lations have been blamed by crit
ics for adding to the woes of the
homeless.!

"Mentally disturbed and emo
tionally distraught applicants are
unable to fill out the complex and
repetitive forms," the grand jury

Los Angeles Times

letter said. “It appears that in Los
Angeles County the objective is
terminate from public assistance
many people as pu
as possible, thus keeping down
costs."

Welfare officials say the 60-day
penalty- which was 30 days until
1982- is needed to ensure that
employable welfare recipients look,
for work and comply with the rules
and to deter suspected migration,
by the poor into Los Angeles
Reducing the penalty to 30 days
would cost $12 million to $16
million in added benefits paid out
welfare chief Tanaka said. $29

"In a public assistance programo
you have to have eligibility re
quirements or you just give every
body a guaranteed income ," Tana
ka said.

About a third of the 33,000

recipients are considered employa
ble and are required to work about
eight days a month on maintenance
and menial jobs to pay back their
benefits. They are also required to
look for work and to take in the
names of 20 employers they con
tacted each month.

There is a review process for
anyone whose benefits are sus
pended, but almost nobody who is
cut off general relief appears for

review hearing , Tanaka said.

Next: What's being done.



Why They Have No Homes
here is no effective way to conduct

nition they are difficult to count , and
many resist with good reason-all offi
cial and unofficial attempts to study
them . The available information , usu
ally based on small and unrepresentative
surveys, is further distorted to serve po
litical ends . At best , the data are con
fused and contradictory; at worst, they
reflect deliberate attempts at obfusca
tion.

Late in 1983, for example, the U.S.
Department of Health and Human Ser
vices asserted that as many as two mil
lion Americans were homeless . Less than
half a year later, the Department of
Housing and Urban Development
(HUD) issued a study that put the num
beratonly 250,000 to 350,000—a finding
widely criticized as based more on po
litical preference than on sound meth
odology.

The plight ofthe homeless is a polit
ical issue, and one that is attracting more
and more attention . Conservatives tend
to insist that homelessness is primarily
a problem of the mentally ill, and that
the solution is a simple one: institution
alization . Charles Krauthammer, a sen
ior editor of The New Republic, wrote
recently in The Washington Post, "There
is a better alternative [to shelters] , how

26 /MARCH 1985

ever, though no one dares speak its name.
Asylum ."

Krauthammer acknowledged the need
to create better institutions than the
snake pits that outraged the public in the
1950s and that led to passage of the
Community Mental Health Act of 1963.
But he insisted that the homeless are es
sentially a deranged segment ofthe pop
ulation , and that we must have the "po
litical will" to isolate them from society
“whether they like it or not . ”

Such arguments ignore mounting evi
dence that there are "normal" individ
uals and families-among the home
less . To be sure , alcoholics and the
psychiatrically or physically disabled are
no small part of the homeless popula
tion . But even the Reagan Administra
tion's discredited HUD study acknowl
edged that more than 20 per cent ofthe
occupants of shelters are in family
groups , and that mentally ill individuals
account for only 22 per cent of those in
shelters. Local studies show that the me
dian age of the homeless in shelters
ranges from the late twenties to the mid
thirties. On the exceptionally cold night
ofJanuary 9, 1985, when New York City
housed almost 20,000 people in shelters
and hotels, 63 per cent were in family
groupings.

These data point to a grim reality

often overlooked when homelessness is
equated with mental illness : The tragedy
of the homeless is , in fact, linked to
structural aspects of our economic sys
tem and to specific public policies pur
sued by government.

Here are some of the factors contrib
uting to the growing problem of home
lessness in the United States:

¶ As a result of 1981 changes in the
regulations governing Aid to Families
with Dependent Children , half of the
working families receiving such assis
tance lost their eligibility and another 40
per cent had their benefits reduced.

1 Millions ofunemployed workers are
receiving reduced assistance . According
to the Center on Budget and Policy
Priorities, only 33 per cent of the 9.5
million officially counted as jobless in
1983 were collecting unemployment
benefits of any kind- the lowest per
centage on record since the introduction
of unemployment compensation.

1 Cutbacks imposed in 1981 on food
stamp and child nutrition programs-ex
pected to total $ 12 billion by this year
force many families to "choose" home
lessness in preference to hunger.

Most welfare grants include totally
inadequate allotments for housing. In
New York state, welfare rent ceilings re
mained unchanged from 1975 to 1984,

1
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times two minutes , sometimes ten min
utes-whatever it takes ."

Louis , sandy-haired, portly, looks like
an aging preppy in his argyle sweater vest
and gray trousers . He was trained as an
accountant and is about to begin an ac
counting job. Right now he sleeps at an
overnight shelter in Chicago's Uptown , an
ethnically diverse neighborhood that has
served as a dumping ground for deinsti
tutionalized mental patients . His Chris
tian fundamentalist family relied on wel
fare when he was growing up . He mentions
being institutionalized as a child ; his father
was an alcoholic , he says . Louis is di
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vorced and has a six-year-old son, whom
he watches anxiously for behavioral quirks.

Louis has to struggle to stay on the wa
gon. "There is no reason for me not to
drink," he says . He draws a distinction be
tween sober people-those who are com
fortable with themselves when not drink
ing-and dry people , who are unhappy
about not drinking. "I'm dry, very dry,"
he says.

The Center for Street People , a drop-in
shelter for homeless people in the neigh
borhood , helped Louis . The Center was
opened in 1974 for recovering alcoholics.
When Louis came to the Center in 1980,

"
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FRANCES JETTER

he was hired to be member of its staff,
but he couldn't handle it , so he quit.

"I went home and turned on the gas
and tried to kill myself,” he says, “after a
two-week drunk." He was hospitalized for
depression , then enrolled in an alcoholism
program , got a part-time job at a major
Chicago bank, went to school, and cut his
ties to the Center . Then he lost the job ,

finished school, got drunk again, ended up
back on the streets, and finally back at the
Center. He is again on the staff, as a vol
unteer "participant," and again seeing a
therapist.

"A guy last night asked me what it feels

THE PROGRESSIVE / 25
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despite enormous housing inflation dur
ing that period . In other states , the rent
allotment in welfare allowances ranges
from 20 per cent to 60 per cent ofHUD's
locally established " fair market rents ."

The Reagan Administration has
ended most programs of low-rent hous
ing construction or rehabilitation . Fur
thermore, HUD is systematically dimin
ishing the existing and irreplaceable stock
of 1.3 million public housing units by
subjecting it to demolition , abandon
ment, sale , and conversion-a process
helped along by the lack ofadequate op
erating, maintenance , and moderniza
tion funds.

Rents paid by families in subsidized
housing have been raised from 25 per
cent to 30 per cent of income-an in
crease that will transfer $6 billion from
the pockets of the poor to the Govern
ment in the years from 1981 to 1986 .

For many families on the margin, that
seemingly small increase can result in
voluntary departure or forced eviction
for nonpayment of rent.

Every year, some 2.5 million Amer
icans are displaced from their homes. In
New York City , half of the almost
500,000 eviction actions in 1983 were
directed against public assistance recip
ients, whose next home may well have
been a city shelter.

¶ According to the Urban Institute,

the poorest fifth of the nation saw its
taxes increase an average of 24 per cent
from 1980 to 1984. The heavier tax bur
den means less disposable income for
rent and other necessities.

1 At bottom , the problem of home
lessness is caused by the loss of tens of
thousands oflow-rent housing units each
year. Urban renewal has destroyea cen
tral-city SRO-hotels , apartments, and
rooming houses . Condominium conver
sions and gentrification-encouraged by
tax policies that aid real estate devel
opers and those who own rather than
rent-push out the poor.

Homelessness is , in sum, simply an
extreme manifestation of poverty, and
homelessness is on the rise because pov
erty is , too. Economic pressures on the
poor and near-poor are intensifying while
housing costs continue to climb . The re
sult is an ever-widening gap between the
shelter people can afford and the shelter
they need.

The homeless are just one step ahead
of the pre-homeless : the 2.7 million ren
ter households with incomes of 1

$3.000 a who m
1

lan o r income to their
housing costs; the 6 per cent o ome
owners (almost 10 per cent in states with
high unemployment) who are more than
thirty days behind in their mortgage pay
ments ; the hundreds of thousands, per
haps millions , of "doubled up" house
holds- 17,000 in New York City's public
housing projects alone.

Unless the workings of the private
market and of government are drasti
cally revised, these will be the homeless
of tomorrow .

-CHESTER HARTMAN

(Chester Hartman is a fellow ofthe In
stitutefor Policy Studies in Washington,
D.C. His latest book, "The Transfor
mation ofSan Francisco, "waspublished
last fall by Rowman & Allanheld.)
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then terrifies you for being on it. ” Land
lords are reluctant to rent to her, "just be
cause the words ‘public aid' are there. "

Bridgette has held several of the low
paying jobs to which women are con
signed: child-care worker, cashier, wait
ress , nurse's aide . The experience has
taught her that it doesn't pay to work be
cause she can't afford quality child care.
"By the time I get through paying the ba
bysitters, I can sit home and get more
money from public aid ." Once, when she
came home from work , her younger
daughter had a mysterious black eye, she
says.

Though Bridgette is black and lives in
the city and Judy Brown (not her real
name) is white and lives in the suburbs,
their situations are strikingly comparable.
Both are single heads of household , too
poor to make ends meet.

Judy, with neat short brown hair, kelly
green sweater over a black turtleneck , and
gold earrings , looks like a young suburban
mother. Her story is less typical ofthe sub
urbs. Her family has been evicted three
times in the past five years, after she di
vorced an alcoholic who only recently be
gan paying child support . At forty, Judy
has three teen-aged children and a five
week-old granddaughter . The lines of her
face are tight, her hands are thin. The strain
is starting to show.

Judy can't afford suburban apartments,
but has chosen to stay in the area where
herchildren have grown up and still attend
school . " I just did a lot of things that were
best for my children ," she says.

Judy and her family are staying in an
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come housing projects . Now Frances ,
thirty-one, is homeless, staying at St. Mar
tin de Porres shelter for women on the city's
poor south side. She left her abusive al
coholic husband . She has scars on her chest
and upper arms where she says he once
threw hot grease on her..

"I had been working," Frances says,
"but because of all this abuse, I haven't
been able to hold a job . " Her husband used
to call her regularly, and disruptively, at a
nursing home where she was the nurse in
charge . The abuse has also sent her four
times to a state-run mental health insti
tution in Chicago's southern suburbs.

Frances has been on a waiting list for
another apartment at the project, since her
previous home was broken into four times ;
she hopes to take her three children to a
new place. She is considering getting police
protection against her husband , and a di
vorce.

Sister Connie Driscoll , who opened St.
Martin de Porres in 1983 in a neighbor
hood filled with vacant lots, boarded-up
houses, and corner stores hidden behind
burglar gates, reports that a rash of wife
abuse over the holidays filled the shelter
with battered homeless women. Generally
her clients arrive at the shelter after they
have been evicted . “ They have a choice to
make," she says . “ Pay the rent or eat.”

Smoking slender brown cigarettes , Sis
ter Connie , with her eyepatch and low ,
husky voice, looks as ifshe should be run
ning a roulette table rather than a shelter.
She sounds tough and angry when describ
ing the problems ofher poor, mostly black,
female clients.

poor in that city.
Two major foundations have also added

private money. The Robert Wood John
son Foundation and the Pew Memorial
Trust recently announced a four-year, $ 25
million program for homeless people in
eighteen cities . Under the program , teams
ofdoctors, nurses, and social workers based
in clinics at soup kitchens and shelters will
provide the homeless with desperately
needed health and social services. (Some
officials estimate that those who lack per
manent shelter for any significant length
of time may suffer a decrease in life ex
pectancy of twenty to thirty years . Thou
sands ofhomeless people eligible for Fed
eral benefits but not currently receiving
them may need special help in applying,
according to the recent findings of Rep
resentative Ted Weiss , New York Dem
ocrat.)

Efforts for the homeless are also being
pressed in the courts . The National Coa
lition for the Homeless has filed suit to
require New York City to shelter homeless
families ; in 1981 , that city agreed, as a re
sult of a similar suit, to shelter homeless
individuals . The Coalition has also sued
over the failure to limit the number ofpeo
ple in a shelter to the maximum of 200
imposed by state law . Los Angeles litiga
tion is attempting to assert the right of
homeless individuals to be sent to heated
shelters.

But people who live on the streets may
be the best source of creative solutions to
their problems.

"If I have a job-and I'm looking for a
full-time job- I won't be homeless any

I



Study indicates
2 of 3 jobless
get no benefits·I~ 14 .

By MATT YANCEY (
The Associated Press

WASHINGTON Only one
of every three jobless workers in
1985 received monthly unemploy
ment benefits the lowest level
in history, a private research
group said yesterday.

The Center on Budget and
Policy Priorities said an average
5,602,000 million people , or 67.4
percent of the 8.3 million jobless,
were having to get by without any
unemployment compensation in
any given month last year.

By contrast, three out of ev
ery four jobless workers were get
ting unemployment benefits a de
cade ago, as the 1974-75 recession
was ending, the study said .

"The program just doesn't do
what a lot of people think it is
supposed to do," said John Bicker
man, the center's research direc
tor . "Most people expect this pro
gram to be there when they need
it. Statistics show that four of
every 10 adult male workers can
expect to be unemployed at some
time over a 10-year period."

The number of people both
unemployed and not getting job
less benefits last year is slightly
below the 5,636,000 monthly aver
age in 1984. And it is more than a
quarter of a million people below
the 5,873,000 average during the
1982 recession , when more than
10 million people were unem
ployed several months.

But it is still more than 2
million people greater than the
number of jobless not getting the
benefits for any year in the 1970s,
the center said.

Bickerman said more than
340,000 people in 1985 lost unem
ployment benefits averaging $127
a week as a result of a decision by
Congress and the Reagan adminis
tration to end the Federal Supple
mental Compensation Program
last March.

That program , financed en
tirely by the federal government,
was established right before the
1982 election to extend unemploy
ment compensation eligibility for
eight to 14 weeks beyond the nor
mal 26-week maximum of most
states. The first 26 weeks of cov
erage are financed by states, usu
ally through taxes on employers .

With unemployment declin
ing last year and the federal defi
cit assuming a greater congressio
nal priority, there was insufficient
sentiment on Capitol Hill to con
tinuing the supplemental pro
gram , which cost the federal gov
ernment $5.6 billion in 1983 and
nearly $3 billion in 1984 .

At the depth of the recession
in 1983, the federal government
was picking up $6.8 billion of the
costs in providing jobless workers
with unemployment benefits. That
declined to $3.01 billion in 1984
and to $1.05 billion last year.

The Center on Budget and
Policy Priorities is a non-profit
organization that gets its money
from foundation grants.
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Despair found in Europe's
growing line of unemployed

peak of 10.8 percent in December
1982. The Common Market ex

pects the U. S. rate to fall to 7.1

percent next year.

"I had the hope to work
there, particularly as a teacher,'
she says . The job market in Italy
is even worse, she says .

In Japan , unemployment has
held steady this year at about 2.8
percent and is expected to change
little in 1985.

By ROBERT BURNS

BRUSSELS (AP) - For Ver
onique Degraef, the worst thing
about being on Western Europe's
growing list of unemployed is not
the loss of income .

She gets by.
Neither is it the humiliation

of lining up each day at the gov
ernment jobs office to keep her
eligibility for full benefits.

She bears it.
What hurts most is the

thought that the future may be no
brighter.

"I am very pessimistic ," she
says . "I think it is realistic to be
pessimistic."

The 25-year-old Degraef has
not given up her dream of using
her university degree in sociology
to land a job teaching school or
directing research . For now , she
fills her days by as a volunteer
worker at a bookstore and at a
women's research organization .

But in the voices and faces of
the other jobless Belgians stand
ing in line with her each day she
senses despair , a feeling of fail
ure.

"The most terrible thing is
what happens to the unem
ployed ," she says . " The terrible
thing is that in six months they no
longer fit in the labor market,
because to fit you must have the
hope for the possibility of doing.

The possibilities , it seems,
are shrinking in much of Western
Europe.

99

Nearly 13 million people in
the 10 countries of the European
Economic Community , or Com
mon Market, are officially count
ed as unemployed . Many more
are not on the list because they
gave up looking for work .

The official count equals 11
percent of the Common Market's
labor force. It has risen each
year since 1979 when the jobless
rate was 5.5 percent.

And the worst is yet to come ,
the experts say.

Common Market forecasters
say the jobless rate will climb to
11.5 percent next year, even while
the region's economy continues
its halting recovery from reces
sion.

Much of the rest of the indus
trialized world , by contrast , has
enjoyed a drop in unemployment
this year and expects more im
provement in 1985 .

In the United States , unem
ployment in October was 7.4 per
cent , down from 8.8 percent a
year earlier and far below the

The difference is that eco
nomic growth in the United States
and Japan has created jobs . In
Eurone it hasn't . Here are some
reasons why:

~Company managers have
developed what Common Market
economist Michael Emerson calls
a disincentive to hire . Govern
ment rules are sometimes part of
the problem . In France , for ex

even a failample, a company
ing enterprise must get goving enterprise
ernment approval to dron work-.
ers for economic reasons .

The result is that managers
have become reluctant to add
workers when business improves
for fear they could not drop them
when it slowed down .

An

~ European consumers
aren't spending as freely as
Americans. That is partly be
cause prices are rising faster in
Europe . It also is linked to Euro
pean governments ' efforts to
keep a tighter rein on their bud
get deficits . The United States , on
the other hand , has run up the
biggest budget deficit in its histo
ry and kept its interest rates high
enough to attract piles of foreign
investors ' money.

~ Labor costs have grown
much faster in Europe than in the
United States and Japan . Unions
often are blamed, but some are
showing a new flexibility . In Bel
gium , the government and unions
are experimenting with new pat
terns in work shifts and have
agreed to cut working time by 5
percent in return for a 3 percent
wage reduction .

ī

~ Europeans generally are
less willing to move to where the
work might be . They feel limited
by linguistic , cultural and bu
reaucratic barriers that their
American counterparts never
would face . Europeans also are
more reluctant to take low-naving
jobs in part because being out
of work/pays better than in the
United States.

It's neither inadequate pay
offers nor a reluctance to move
that has kept Degraef out of work
since last April . She spent six
months in Italy looking for a job
before her first Belgian benefits.
came in .

But nowhere in Western Eu
rope is Tong-term unemployment
worse than in Belgium Fifty per
cent of the country's total unem
ployed have been out of work for
a year or longer , according to
Common Market estimates .

The comparable figure for
the 10 Common Market countries
as a whole is 39 percent . For the
United State it is 10 percent.

It is this long-term failure to
find work that seems to worry
Europeans most.

"People are enormously frus
trated," says Ivor Richard , a
Common Market commissioner
in charge of employment and so
cial affairs.

He says the cohesion of Euro
pean society may eventually be
at stake.

"At the moment , the lid is on.
But I wouldn't be prepared to say
it will be kept on the pressure
cooker indefinitely, " he said in an
interview .

The pressure is greatest for
the youth of Europe, millions of
whom may be losing confidence
in the ability of their govern
ments to reverse the trends in
economic stagnation and unem
ployment.

In a report on youth unem
ployment in France - where
nearly one-half of the 2.4 million
people on the unemployment rolls
are under the age of 25 the
Organization for Economic Coop
eration and Development urged
the government recently to over
haul its education system .

It said French education
methods must be linked more
closely with working life to give
young people a better chance at
finding a job .

France , the report said , "just
cannot live with such high levels
of youth unemployment . "
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Big coiion grower offers program to cut jo ɔs

By JEANIE BORBA
McClatchy News Service

CORCORAN The J.G. Boswell Co.,
one of the nation's largest farming opera
tors, is asking hundreds of its employees to

ui in an unprecedented cost-cutting move
promp ed by depressed cotton prices and
unsuccessful federal farm programs .

The Boswell company is offering, to as
many as two-thirds of its 900 California
employees, voluntary early retirement or a .
severance-pay benefits package , company
spokesmen said . Company officials stressed
that the one-time -only benefits package is
voluntary . They declined to say how much
they hope to reduce the payroll by.

But the combined retirement and sev
erance program could cost Boswell as
much as $6 million . The program would
provide substantial benefits to long-time
employees and lucrative separation pay to
those with less seniority.

On Monday , the company hand-deliv
ered letters to about 600 salaried employ
ees from its offices in Los Angeles , Kern
County, and Corcoran and Lemoore in
Kings County . The letters explained details
of the benefits package . It gave a deadline
of Dec. 31 for taking advantage of early
retirement or lump-sum separation pay.

|

The letters are said to have been a
surprise to most people receiving them ,
coming as the cotton harvest winds down
and final layoffs begin for many seasonal
farm workers .

James G. Boswell II , chairman of the
company's board of directors ; John Ster
ling, secretary and general counsel; and
two other company representatives visited
visiting the offices last week for meetings
explaining the consolidation efforts to em
ployees.

"This is a gut-wrenching experience
for everybody, but especially for him . He
personally is attending every meeting , and
he personally is trying to field all the tough
questions," company employee Bill Case
said of Boswell.

"The key words are public and volun
tary,” said Case, a Corcoran ranch employ
ee . "Mr. Boswell is stressing that this is
public and voluntary . And he's not giving
any signals to help people decide what they
should do ."

About 20 employees in the Los Angeles
office already have opted to take advan
tage of the benefits package, sources said.
So have about 10 workers at the Corcoran
ranch .

After the Dec. 31 deadline , when com

I

pany officials know how many employees
are leaving "and the dust settles , then we'll
figure out how to run this company," Case
said . He said that " no layoffs are planned ."

The company may give up leases on
some land it farms , he said , and plans to
lease 360 acres to some vegetable farmers.
But "no way" does Boswell plan to sell any
land it owns. Case_said .

Other possible changes are in the
crops Boswell grows . About 60 percent of
the company's land is devoted to cotton .
The rest is used for growing wheat, seed
alfalfa, and safflower.

---Modifications may be needed to re
duce pest-control applications and costs , or
to reduce cotton acreage in favor of crops
requiring less supervision , said Ed Gier
mann, an attorney in Boswell's Los Angeles
headquarters.

The Boswell company farms about
150,000 acres in the valley , as well as
cotton acreage in Australia , vineyards in
Arizona , and 75,000 acres of rangeland in
Oregon.

The company is a power in California
and national farm-water politics. It has
spent millions of dollars lobbying for its
interests in federal reclamation law and
California's Peripheral Canal battles.

I 1

Historically , Boswell has been a very
profitable corporation , but company offi
cials refuse to disclose specific profit-and
loss information.

Boswell produces more cotton than
any other company in the world , receiving
premium prices for top-quality cotton .

But the company can no longer afford
to grow cotton the way it has , officials said ,
because the farm economy will stay de
pressed another three to five years and
cotton prices could slide to 40 cents or less
a pound.

Cotton prices are running about 58
cents a pound , already lagging far behind
the cost of producing it.

Boswell spokesmen Giermann and :
Case attributed the farm financial crisis in
part to the federal government's continued .
use of farm -subsidy programs.

The programs depend on taxpayers'
money to bail out farmers , encouraging
them to continue producing crops that
already are in surplus storage , Case said ..

Giermann said Congress ' apparent in
tention to pass another five -year program.
of subsidized production will make the
problems worse . Ve

!
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Harvester, Case to Eliminate Dealerships
Nearly 400 Outlets May Be Affected by Merger of Two Firms

4

NEW YORK (P)-The combina
tion of the farm - equipment . busi
nesses of Tenneco Inc. and Inter
national Harvester Co. will result
in the elimination of nearly 400
dealerships that now sell the trac
tors and other farm implements
produced by the two companies,
Tenneco's chairman , James L. Ke
telsen, said Tuesday.

Ketelsen discussed the cutbacks
at a news conference following
Monday's announcement of Tenne
co's $430 -million purchase of In
ternational Harvester's agricultur
al-equipment business, which will
be merged into Tenneco's JI Case
Co.

The merger also will be accom
panied by the closing of an Interna
tional Harvester tractor plant in
Rock Island , Ill. , which will reduce
production capacity in an industry
that has been plagued with too
many unsold tractors on dealers'

lots during a time of economic
hardship for farmers.

In a related inventory reduction
move , announced prior to the
merger, Case is shutting its North
American plants during January
and February to help reduce in
ventories.

After the shakeout , Ketelsen
said, the trimmed-down combined
operation will not need an upturn
in the business to be profitable.

"It will be profitable at today's
level of sales in the industry,
today's type of farm economy, the
type of discounts that are taking
place in the sale of farm equipment
today and , frankly , the level of
farm income. Itputs two oper
ations together that can be profita
ble on a combined basis
whereas each of them operating
separately and individually today
are unprofitable."

·

As a result of the merger, Case

·

and International Harvester deal
ers who had been competitors will
be selling farm machinery for the
same company . And about 15% of
the about 2,600 North American
dealerships of international Har
vester and Case either are located
in the same town or the same
marketing area, Ketelsen said.

"We're going to strongly en
courage dealers to merge where we
have two good dealers in a commu
nity," he said . “It makes good sense
for us to merge and reduce excess
capacity and it makes a hell of a lot
of sense for them to look at a
combination ( to ) save both of their
customer bases, their whole parts
operation and combine some of
their overhead to be more efficient
in a larger marketplace."

Hesaid that Tenneco couldoffer
additional undeveloped sitesÃo en
courage mergers where thedealers

Please see HARVESTER, Page 13



HARVESTER:

Cut Dealerships
Continued from Page 1 .
want multiple locations . "In some
cases, we will encourage a strong
IH or Case dealer to buy out a
weaker competitor," he said.

Harvester has about 1,700 deal
ers in North America and Case has
930, with about 160 of the Case

ets owned by the company.
Ketelsen also predicted that the

combined business would begin to
show a profit by the end of next
year, although he predicted a loss
for all of 1985 for Case.

He projected that the combined
Case and Harvester would have
about 35 % of the market for trac
tors a year from now , compared to
current estimates of an 18% share
for International Harvester and
about 14 % for Case.



Tenneco Buys Harvester Farm Unit
Agriculture-Equipment Maker Into JI Case

11-27-84 p . IV - 1
ment businesses, which account for
about 30% of the company's total
business so far this year. They
represented 37% of sales last year,
down from 47% in 1981 .

International Harvester has been
fighting for its corporate survival
for the last five years after losing a
total of $1 billion in 1980 and 1981 ,

and $1.2 billion in 1982 in the wake
of a six-month strike by the United
Auto Workers , the beginning ofthe
recession and soaring interest
rates.

Will Merge
F: Agric .

By LARRY GREEN , Times StaffWriter

CHICAGO- Financially ailing
International Harvester Co., a firm
whose corporate name is synony
mous with agriculture, said Mon
day that it is selling its money- los
ing farm -equipment business to
Tenneco Inc. for $430 million in
cash and stock.

Tenneco will merge the business
with its JI Case Co. tractor affili
ate, giving the $ 14.5 -billion Hous
ton -based oil, gas, petrochemical
and manufacturing conglomerate a
full line of agricultural equipment
that will rank second in sales to
Moline , Ill. -based Deere & Co.,
which has about 40% of the farm
equipment business.

The sale signals a major restruc
turing of the depressed farm
equipment industry- a victim of
the prolonged downturn in the
farm economy , debt -ridden farm
ers and the trend toward larger
farms and fewer farmers.

The U.S. Agriculture Depart
ment estimates farm -equipment
sales this year at $7.4 billion ,
compared to almost $12 billion in
1979- the industry's last good
year. Tractor sales alone have
dropped from about 200,000 annu
ally five years ago to 85,000 last
year.

One of America's oldest manu
facturing giants , International
Harvester is a corporate descend
ant of the company founded by
Cyrus Hall McCormick in 1847.

McCormick's reaping machine
mechanized American agriculture,
revolutionized the heartland's
economy and helped to shape the
nation's industrial destiny.

But in recent years Harvester
has been losing in excess of $300
million a year on its farm -equip

“You have a degree of emotion
when you pass from International
Harvester the business on which
the company was founded," Donald
D. Lennox, International Harvest
er's chairman and chief executive,

said. "But you can only pay so
much for tradition and history, and
you have to let your emotions stand
aside and let your good business
judgment take over." Without the
sale, Lennox said Monday, the
company faced "collapse."

Financial restructuring agree
ments with its lenders have left the
company with a $4.1 -billion debt
package. To reduce its losses , In
ternational Harvester has been
selling off assets, closing plants,
cutting back its labor force and
reducing its inventories.

Pleasesee HARVESTER, Page 2
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Harvester Chairman Donald D. Lennox , left , looks on as Ten

Chairman James L. Ketelsen discusses purchase of farm



Tell
½ point in light activity.

Yields on 30- year Treasurybonds inched up to 11.33 % from
11.32% late Friday.

The federal funds rate, the inter
est on overnight loans between
banks, traded at 9.625 % , comparedto 9.125 % late Friday.

Gold Drops to
Lowest Level
Since Mid-1982

NEW YORK (P)-Gold tumbled
Monday to its lowest level since
midsummer of 1982 amid specula
tion about prospects for continuedlow inflation . The dollar surged on
foreign exchange markets , despite
falling interest rates.

The decline in gold prices accel
erated as the day progressed . Re
public National Bank in New York
quoted the late bid for gold at$331.75 an ounce, down from $340
an ounce Friday.

"People are concerned we are
going to see another round of
oil-price cuts,” said David Nelson,director of metals-futures research
atDean Witter Reynolds Inc.

Gold a Hedge
Falling oil prices, he said, tend to

depress the prices of precious met
als for two principal reasons .

One is that a decline in oil priceswould reduce inflationary pressures in the short run . Nelson noted
that many investors buy gold as a
hedge against inflation.

The other reason, Nelson added,
is that an oil-price decline couldmean lower revenue for Middle
East oil producers that have been
heavy buyers of gold and hence
would reduce demand for the product.

Gold opened lower in Asia, fall
ing to $340.82 an ounce from Satur
day's close of$341.25 .

Later, in Europe, gol
$337 an

4011/2 11/9 11/18 11/23 11/30]

PRENTICE
JContinueContinued from Page 1

likely that a better offer could
quickly be found, sources said. Its
management had declined for
months this year to discuss a
friendly takeover proposal fromGulf & Western.

J. Kenneth Noble Jr. , analyst
with the Paine Webber brokeragein New York, said Prentice-Hall's
effort to elude a takeover may have
been doomed by the Dec. 9 deadlinethat Gulf & Western placed on itsoffer.

He said other media companieswould likely need much longer todecide whether to make a counter
offer; meanwhile , specialists in
takeover stocks were likely to selltheir shares to Gulf & Western bythat date, thereby giving the company control.

Gulf & Western said Prentice
Hall will be merged into a unit ofthe conglomerate but that the
company will retain its name and
its present management.

Prentice-Hall has also givenGulf & Western an option to buy 5
million newly issued shares ofPrentice Hall common stock at $71
per share.

The option to purchase the blockof stock, which amounts to about
one-third of Prentice- Hall shares,
is intended as a guarantee that Gulf
& Western will be able to retain
control of the company in the eventofa late counteroffer.

Officials of the companies said intheir statement that they believedthe companies were well suited to a
merger because of Prentice-Hall's
strength in college and professional
publishing and Simon & Schuster's
strength in popular hardback and
paperbacks and the elementaryand high school markets.

plant, he added.
The pending investment in the

Torrance plant will be NKK's first
entry into a non - steel materiais
industry . Kanao described the
move as "a step in NKK's becoming

HARVESTE ¦

Continued from Page 1
The company last showed a

profit in the fourth quarter of 1980.

Monday's sale will give the com
pany $260 million in cash and $170
million in preferred Tenneco stock.In addition , Tenneco will assume
responsibility for about $75 million
in unfunded pension liability forthe roughly 3,000 manufacturing,
administrative and support personnel who will become Case employees.

Tenneco will acquire all of Inter
national Harvester's North Ameri
can operations and the company's
subsidiary in the United Kingdom.
Also, it has agreed to purchase
Harvester's operations in Germa
ny, France and Denmark.

James L. Ketelsen , Tenneco's
chairman and chief executive, said
Monday that the Case -Harvester
alliance will result in a new compa
ny designed to operate profitably in
current agricultural economic conditions. Ketelsen said a name has
been picked for the new company,
although Tenneco wants to retain
both corporate names if possible.
The company will be headquar
tered in Racine, Wis. , where Case
now has its administrative offices.

"We believe today that there are
some very permanent changes tak
ing place in the industry," he said,
citing the loss of 70.000 U.S. farm
ers annually and the sharp increase
in farm debt in the last five years.

"The new company's profitability is not conditioned upon a recovery in sales ," Ketelsen said.
"Case-Harvester is being struc
tured to operate profitably in the
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R: Tenneco
industry as it exists today" by
removing excess manufacturing,
capacity, combining the two com
panies' sales and marketing forces
and by merging the two design and
research operations.

RESYA .
+

As a result of the sale , Harvest
er's Rock Island , Ill. , plant will be
closed late next year, idling about
600 workers . Another 600 now laid
off from the plant will not return to
work. Apparently , no other plant
closings are planned, though some
plants in the combined companies
will shut down for one or two
months next year to help reduce
inventories.

"Despite the hard hits that the
agricultural business has endured ;

over the past several years and all :
the doom and gloom predictions
about its future, we're very excited
about this new alliance of ours ,'
Ketelsen told a Chicago press con
ference. LA

The newly formed company will
also reassure farmers that it will be
financially able to stand behind the
equipment it sells , Ketelsen said.

Concern about the future of Inter- ;

national Harvester among farmers
has been cited by some market ;
analysts for the company's sluggish
sales.

The acquisition , which will leave
International Harvester a focused
company manufacturing midsize :
diesel engines and medium- and
heavy-duty trucks , is expected to
be completed in 1985, after the
government and Harvester's lend
ers approve it . Sometime before "
1990, International Harvester will
have to give up its name and find a
new corporate identity.



400LayoffsExpected 1-28-85
Knudsen Completes
Foremost Acquisition
By HEIDI EVANS , Times Staff Writer

Knudsen Foods of Los Angeles
on Thursday completed its acquisi
tion of Foremost Dairies for $50
million in cash and notes , creating
one of the largest dairy companies
in the West. The merger will also
result in the layoff of an estimated
400ofForemost's 3,000 employees.

During the next three months,
Knudsen plans to phase out Fore
most's ice cream facility in Los
Angeles, which employs 190 peo
ple, as well as its milk production
facility in Sacramento , with an
estimated work force of 230, com
pany spokesman Anthony Harris
said.

About 2,000 Workers
He added that , while the ice

cream and milk production will be
transferred to Knudsen's plants in
Los Angeles , Fresno and Modesto,
only a small percentage of Fore
most's employees will be offered
jobs there. Knudsen has about 2,200
workers.

The merger more than doubles
Knudsen's annual revenue, to $1.2
billion, and expands the growth
minded company into seven states ,
Knudsen Co - Chairman Dee R.

i Bangerter said . The acquisition also
enlarges the company's California
operations from six to 10 plants.
Knudsen is a wholly owned subsid
iary of Anaheim -based Winn En- ·
terprises.

"We are well positioned to ex
pand our markets into states where
neither Foremost nor Knudsen has
any appreciable distribution at this
time," Bangerter said. I

In Seven States

Foremost has plants and distri
butions centers in Texas, Arizona,
Nevada, Missouri , Arkansas, Loui
siana and Hawaii. 1

Foremost, a 65-year - old , pri
vately held San Francisco dairy,
had annual sales of about $730
million in 1984. Knudsen's estimat
ed revenue for fiscal 1985 is $545.2
million, compared to $438.5 million
for the year ended March 31, 1984,
according to Harris. The company
would not estimate 1985 earnings,
but net income for 1984 was $1.3
million. ~

Company officials said financing
for the transaction as well as a
more favorable" refinancing of

Please see KNUDSEN, Page 4
+



An Indian tribe sold an issue of tax-exempt bonds.
The Jicarilla Apache Tribe of northwestern New Mexico said he

$30.2 -million issue was placed privately with eight institutional
investors at an average yield of 9.53 % ..The offering was the first
under a 1982 law that gives Indian tribes the power to issue
tax - exempt revenue bonds for essential government functions ,just
as any state or municipal government does . The offering is believed
to be the first ever tax-free municipal bond offering by a tribal
government and had been given an A rating by Standard & Poor's.

Tylan Corp. has completed its previously reported acquisition of
privately held Microsensor Technology . Terms of the cash
transaction were not released ... Lotus Development said it filed a
copyright infringement suit in federal court against Management
Information Source , a Portland , Ore. - based publishing company

. . Singer Co. reported that it has reached agreements to sell most
of its remaining European sewing machine marketing operations to
unidentified parties . . . Assets of the nation's 346 money-market
mutual funds fell $3.10 billion in the week ended June 26 , the
Investment Company Institute said

High Court Rules in Favor
of Insurer in Claims Case

WASHINGTON (P)-The Su
preme Court, in a victory for the
insurance industry and businesses
in general, has protected worker
benefit plans from paying for mis
handling disability claims.

By a 9-0 vote Thursday, the
court shielded from suit an insur
ance company in Los Angeles ac
cused of improperly cutting off
benefits to a woman who worked
for the firm.

1

The ruling limits individuals
from winnin awards for punitive

Insurance and the Health Insur
ance Assn . of America warned that
permitting such suits could threat
en worker benefit plans . The insur
ance groups said businesses might
be unwilling to create new plans or
increase their contributions to ex
isting plans if they were faced with
"large and unpredictable punitive
awards."

The ruling was in the case of
Doris Russell, who took a leave of
absence in May , 1979 , from her job

iner in the Losi
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debt that Winn incurred during its

1983 acquisition of Knudsen will be

provided by a subsidiary of Citi

corp, Citicorp Industrial Credit.

The financing will consist of a
three-year, $129.5 -million revolv

ing line of credit and a five-year,

$38.5 -million term loan .

The company said David F.
Greenawalt was named co-chair

man of Knudsen and will remain

president and chief operating offi

cer.
Allen A. Meyer , formerly presi

dent and chief executive of Fore

most, will assume the newly creat

ed posts of vice chairman of

Knudsen and president of Knud

sen's specialty foods group.

Ted Nelson and Bangerter re
main co -chairmen of the parent

company , Winn Enterprises , which

also operates MountainWest Sav

ings & Loan in Salt Lake City.

Bangerter said the company will
s under

7
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d'Scene' 9-23-84

The Getty
Takeover:

P.

Shock Waves
By PATRICK BOYLE,
Times Staff Writer

l

Robert Menzie remembers going
to lunch with a friend from another .

oil company in the spring of 1983

and gloating about how secure his
executive- level job was . Menzie
said he had little to fear from the
continuing wave of takeovers in
the U.S. oil industry because his
employer, Getty Oil Co. , was safe in
the arms of the Sarah C. Getty
Trust.

Menzie recalled that conversa
tion with some chagrin a few weeks
ago as he sat in his corner office at
the nearly deserted Getty head- ·

quarters on Wilshire Boulevard,

musing about his future now that
the company had been acquired by
Texaco Inc. of White Plains , N.Y.

He had been with Getty for 28

years , starting as a natural gas
engineer and rising to vice presi
dent in charge of Getty's oil and
natural gas supply division . He
expected to always work for Getty,
but now , at age 55 , he'll soon be out
of ajob .

'An Attractive Company'
"There's no doubt that Getty was

an attractive company for a take
over," Menzie admits . "But we felt
comfortable because the control
ling stock was held by the trust.

And we were always sure that the
last thing Gordon Getty wanted to
do was sell it."

Gordon Getty, the sole trustee,
agrees that he never wanted to sell

the company his father , J. Paul
Getty , had built into the eighth
largest oil producer in the nation.
But for whatever reason - and
there's no shortage of explana
tions- Texaco was able to acquire
Getty last January in what at the
time was the largest corporate .
merger in history.

The fallout from that $10.1 -bil
lion deal will linger for years in
Southern California and in the lives
of Getty's 19.000 employees. Hun
dreds of Getty workers at corporate
headquarters and throughout the
country have already been let o
and many more
jobs as Texaco eliminates duplica
tion in the combined organizations.

'Death of a Friend'
Local social and cultural organi

zations that depended on Getty
generosity for more than $2 million
in financial support

e millionspart of their funding.
of dollars a year that the company
pumped into the local economy in
the form of spending and taxes will
not be fully replaced by Texaco.

And even one dentist is worried
about the patients he is losing as
Getty employees depart from the
Wilshire location.

"It's a bad scene all the way
around," said Chauncey J. Medber
ry , former chairman of BankAmer
ica Corp. and a Getty director for 13

years. "It's like the death of a
friend . We're losing an_active,

aggressive seeker for oil."

The swallowing up of one com
pany by another is nothing new ,

especially in a boom -and -bust in
dustry like the oil business , where
the big have been buying the small
for over 70 years . Like many of the
nation's large corporations , Getty
itself was built partly through the

Please see GETTY, Page 28
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GETTY: More Than a Little Bitterness
the possibility of a larger severance
payment or the difficultly of find
ing a job at middle age .

seem to agree with La Force that it
might have been avoided . But there
is sharp disagreement over how ,
given the wide rift between Getty
Oil management and the man who
controlled 40 % of the company
stock .

Gerald J. Caraher , Getty's man
ager of employee development,
compared the general employee
attitude to that of someone who has
just been told he has cancer.

www.
Continued from Page 1
acquisition of smaller firms , and
some employees are usually laid off
in every such merger.

But the acquisition of the compa
ny by Texaco has left many Getty
employees more than disappointed
at losing their jobs . Although Getty
was a publicly held company, so
much of the stock was owned by
the Getty trust-and the memory
of J. Paul Getty was so fresh- that
many employees felt they worked
för a family -owned business. Many
workers say they will be eternally
bitter at trustee Gordon Getty,
already a wealthy man , for agree
ing to sell the firm merely to boost
the trust's income.

- . Others blame Getty Chairman
Sidney R. Petersen for taking a
path in opposition to the wishes of
the sometimes eccentric Gordon
Getty that eventually led to the
sale. Petersen, a career company
employee, agreed to the Texaco
merger in part to keep Gordon from
taking control of Getty Oil.

Plight Compounded
And in the minds of many em

ployees, their plight has been com
pounded by the manner in which
Texaco has handled the merger,
taking a by-the -book legal ap
proach that led to eight months of
uncertainty about whether most of
Getty's workers would have jobs in
the new organization .

"They couldn't possibly have
handled this thing worse," said one
high-level Getty executive , who
asked not to be identified . "The
Texaco people are winging it, and
every department is winging it
differently. How you get treated
depends on what department
you're in ."

The fact that Getty Oil could
have been taken over at all sur
prised many in and outside the

Gordon Getty reflects on his
role in the takeover of Getty Oil .

Story in Business. Part V.

company. Founder J. Paul Getty
had run it as his own personal
domain until his death in 1976 ,

when he was reputed to be the
world's wealthiest man . The trust
bearing his mother's name owned
40,2% of the stock in the company,
and the trust agreement stipulated
that the shares could be sold only to
prevent a sharp decline in trust
income. J. Paul willed his own
holdings in the company to the art
museum he established in Malibu ,
which still held 11.8 % of Getty Oil
shares at the time of the merger.

Thus , 52 % of the stock was in
"friendly" hands . But it may have
been this insulation from market
forces and the always- watchful
eyes of many small shareholders
that paved the way for Texaco to
buy Getty Oil. Gordon Getty, a
director but not an employee of the
company, began questioning man
agement about how the firm was
being run, and when he perceived
he was being ignored , he started
talking of using the only lever he
had- merging Getty with another
firm .

'Ultimate Discipline'
Clavburn La Force, dean of the

UCLA Graduate School of Manage
ment and a former Getty director,
said the possibility of a takeover is
"the ultimate discipline of the mar
ket" that keeps company managerson their toes.

"The takeover possibility must
exist," La Force said . " The costs
involved are costs society has to
pay to have that market disci
pline."

But the costs often include the
disappearance of a source of eco
nomic stability and jobs for a
community , he added.

"A corporation is a human insti
tution, and you just hate to see such
a fine institution that has done so
much for the rest of us cease to
exist," La Force said of Getty Oil.
"And it needn't have happened."

Looking back at the Texaco
merger, many of the participants

Gordon had criticized the Getty
executives for diversifying away
from the oil and gas business into
cable television, insurance and oth
er ventures . He wanted to keep the
focus on oil, but he also wanted to
restructure the corporation in such
a way that more of the profits
would be paid directly to stock
holders through rovaltv trust or
limited partnership -types of ar
rangements.

Former Chairman Petersen de
fends the company's diversification
moves by pointing to the price.
Texaco got when it sold two major,
non-oil Getty subsidiaries : $1.08
billion for Employers Reinsurance
Corp. and $202 million for Getty's
share of the Entertainment &

Sports Network.
"The successful sale by Texaco

showed there was justification to
get into those businesses in the first
place," Petersen, now out of a job,
said during an interview on the
patio ofhis Toluca Lake home.

Petersen also said he did what he
thought was necessary to represent
the interests of all shareholders,
not just the Getty trust, but de
clined to discuss specifics of his
relations with Gordon Getty be
cause of pending litigation that
seeks to overturn the merger.

Protection at Top
When relations between Gordon

and the full board of directors
began to sour in mid - 1983, Peter
sen was one of nine key Getty
executives who were given "golden
parachute" employment contracts
to protect them should Gordon get
control of the company. Under
terms of the contracts , Petersen
and the others will receive their
salaries, bonuses and full benefits
for three years after the Texaco
takeover.

Some Getty executives feel that
the protected top executives forgot
the rest of the company's employ
ees and didn't write enough safe
guards for them into the merger
agreement . But others believe
that except for the long delay
Getty workers got a far better deal
in the merger with Texaco than
most workers in acquired companies receive. 1

The merger calls for each Getty
employee to either be given a
comparable job in the combined
organizations or be paid severance
of one month's salary for each yearof service with Getty, up to a
maximum of24 years.

Workers in Limbo
"I think the severance deal was

the best management could get,"said Dave Button , Getty's chief
economist, who doesn't expect tohave a job with Texaco . "It's an
excellentpackage."

But many Getty workers are less
than pleased with the way Texacohas handled the merger . Althoughthe initial agreement was reachedlast January, final approval by theFederal Trade Commission did not
come until July. During that period,Texaco followed to the letter an
FTC dictum that Getty's domestic
oil and gas operations be held
separate from Texaco's . To Texaco,
this meant not even looking at the
personnel files of the workers to
start making decisions about which
ones should be offered jobs.

The result for most Getty work
ers was eight months of waiting,unable to choose between quitting .
the company to take another job,
thus forgoing severance pay, orsticking around to see if a job would
be offered . Getty officials say dozens of employees who had been
with the firm only a few years
resigned their jobs shortly after the
merger was announced and looked
for positions at other oil companies.
But workers who had spent much
of their careers at Getty were more
reluctant to leave, either because of

"Many people kept waiting for a
miracle cure." Caraher said . "Even
to the end, there was talk that
maybe Gordon would buy it all
back ."

Interviews with more than a
dozen Getty employees found nu
merous complaints about the way
Texaco had managed the acquisi
tion, but few of the workers would
agree to be quoted by name out of
concern that it would affect their
chances of future employment with
either Texaco or another oil com
pany.

Part of their resentment appears
to stem from a clash between the
"corporate cultures" of the two
companies . Getty appears to be
more informal , with executives
wearing sport coats or cowboy
boots to work at corporate head
quarters. White shirts and dark
suits are more the rule at Texaco
offices. Getty employees say deci
sion-making at their company was
"pushed down" to the lowest possi

ble level , making lower- level man
agers responsible for their own
areas, while at Texaco , decision
making is more closely controlled
at the top.

" Texaco people are very nice and
personable, but they're raised in an
environment where initiative and
decision -making are discouraged,"
said one frustrated Getty execu
tive. "So they don't make any ."

He said he was offered job at
Texaco in which he would have
reported to two different bosses
and would not have the authority,
without higher approval, to make
some basic changes in the area
under his supervision . He declined
the job.

AnotherGetty employee said she
was asked to work on a script that
could be used for a videotape report
to Getty employees from Texaco
Chairman John McKinley on what
the merger would mean for both
companies . She said she did the
script quickly, but getting it ap
proved took so long that the project
was scrapped .

The first formal meetings with
Getty employees to talk about their
future weren't held until July, after
the FTC approval . One employee
who attended the meeting in his
department said the session began
with a Texaco official reading a
notice from the company's attor

Please see GETTY, Page 29
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hat attendance at this meet
es not constitute an offer of a
Texaco

pls

POWE
employees who is staying . Bick
more, 57, was a Getty vice presi
dent in charge of the companyMcCay, a Texaco senior vice presi- research center and the analysis ofdent transferred to Los Angeles to

supervise the Getty merger, said
the company has tried to be re
sponsive to the problems of Getty
employees, but its hands were tied
by the FTC order until two months
agol Since then, he said Texaco has
been moving as quickly as possible .
to let Getty workers know whether
or not they willhavejobe.

its exploration and production
spending. At Texaco , he will over
see oil exploration in the Western
states and Alaska. It was the third
time in his 31 -year-career that the

acquired by a larger firm.
oil company he worked for was
acquired by a larger firm.

"A merger is never really pleas

which side you're on," he said.
ant for an employee, no matter
which side you're on ," he said."We've tried to be as humanistic

as we could," McCay said. "We are
on course to try to get the best
possible staffing from the combined
resources ofboth companies." ;

4

Personnel manager Caraher is
one who is leaving. He joined the
company five years ago and never
expected Texaco to be able to offer.
him a comparable personnel job .

ty workers were stunned by å
cKinley and his wife made of
offices one Saturday in late
o choose the furniture and

Texaco officials estimate that of
Getty's 15,000 employees who

s they wanted shipped backworked in the oil and gas business,
aco headquarters. The fol- about 80% will have cbs in the

week, movers arrived
tetty employees still working
ir desks and began carting.
msaway. angepen
at was : dumb, just dumb , '
one Getty employee.; "It's
th the chief executive of a

illion -dollar corporation to
least wait for the body to be
t left a bad taste in people's
s."

combined companies , meaning
about 3,000 will be laid off. Many of
those who will keep their jobs are.
at facilities such as oil refineries or
production fields where there is no
duplication with Texaco's business.
The greatest proportion of layoffs
will be at corporate headquarters,
where about half of the 600 em
ployees will lose their jobs , officials
said. About 240 have already leftsaid. About 240 have already left
and most of the remainder will be
gone by the end of this month. ,

Donald Blckmore is one of the

H
co declined to make Chair

McKinley available for an
iew for this story. Robert C.

Va

he Getty employees complain
ey have been offered jobs at :

o that are not comparable to
current, ones, in violation of.
crger agreement. Texaco off
say about 15 in - house ap
have been filed by. Getty

ers , asking that they be given
cverance pay instead of the
y were offered.
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the company to be on the boards of
nonprofit organizations," Phillips
said."He wanted them involved in
community affairs . and Getty often
contributed funds to those pro
grams."

The presence of Getty's head
"quarters in Los Angeles meant $2.2
million in local charitable and cul
tural contributions this year , and
the company spent about $8 million
nationwide on contributions. En
deavors supported by the company
include the Multiple Sclerosis
Sports Classic , the city's Adopt-a
School program , and the Los An
geles Philharmonic Orchestra. A
preliminary Texaco report indi
cates that much of the support to
local organizations will be cancel
led , although McCay said no final
decisions have been made on future.
funding. S

Stuart Evey, 51 , who had been a
Pamela Phillips has already left vice president in charge of Getty's

to take a job at the California non-oil operations, left the compa
Community Foundation . She wasny in June after Texaco told him he
in charge of reviewing applications
from community organizations
seeking corporate contributions ,
and said she spent her last weeks
on the job fielding calls from wor
ried program directors asking how
much of the Getty funding Texaco
would continue.Run

S

wouldn't be offered' à job . Texaco
has already sold off most of the
subsidiaries that were under Ev
ey's control . His 26 - year career at
the company had included a stint as
executive assistant to George Get
ty, the founder's son who had run
the company until his death in
1973. His face säddens when he

#

"Petersen encouraged people in

The management people are an
asset Texaco doesn't want," Carah
er said . "They want to divest as fast
as possible , because people , cost
money.

IMI
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21

AR

M

remembers how the Getty family
had treated company employees.

"I remember being at a social
function once with George Getty
where people from other oil com
panies were gloating about how

The 1c Frame Sale
Fits Everybody

My
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much their companies had in oll
reserves," Evey said . "George said
the major reserves of an oil compa
ny are its people, with the oil
reserves taking a second position.
Getty appreciated its people." st
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This good priest's world is the sordid
one of the Times Square sex industry. His pact : to free

the thousands of runaway youngsters enslaved in it

Father Ritter's
Covenant

BY JOHN G. HUBBELL

THE 17-YEAR-OLD BOY is in bad
shape. He has syphilis , ul
cers , intestinal parasites , lice.

He is alcoholic. He tells the priest
thathe has been a male prostitute for
three years, that he has survived by
hustling on the streets of New York

2
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City . He has sold himself in perhaps
a thousand beds and a thousand cars.
He does not like what he knows of
life , and he challenges the priest to
tell him why he should not jump off
a bridge.

Father Bruce Ritter has been talk

A
13 TOWN

Live™
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ing to kids like this for years but he is
scared every time , for he knows their
terrible sadness, their overwhelming
hopelessness . Not a day passes but
youngsters come to Under 21 , his
crisis center and sanctuary near
Times Square,* and talk to him of
suicide- one recent Friday alone
there were eight, ages 13 to 19. Now ,

again , he is , literally, contending for
a human life . He must say exactly the
right things and be careful not to let
his own fear into his voice.creep

Ritter listens to the boy for a long
time. It is a tale of physical and
psychological abuse in foster homes
where the only interest in him was
the money the city paid for his care.
At 14 , when he ran away, he could
not read or write and had no
job skills . But on Times Square
he learned there was a market
for his body. It was all he had
to sell.

The priest insists that the boy has
better choices than the streets or
suicide . The boy finally agrees to stay
over and talk again in the morning .
He gets a shower , a hot meal and a
clean bed. Silently, Ritter says a pray
er of thanksgiving . Maybe he'll be
lucky with this one.

He wasn't lucky with 17-year-old
Gayle. Her pimp had brutally beaten
her one night just before Christmas
for holding back a little extra from
her earnings as a prostitute . Ritter
could not make her understand that
she was not the pimp's "property"
and did not have to go back to him.

*Under 21 , 460 West 41 St. , New York , N.Y.
10036.

A few days after she returned to the
pimp to seek his forgiveness, parts of
her dismembered body were found.
in Christmas -wrapped packages
around metropolitan New York.

Nor was Ritter lucky with Veroni
ca, a 12-year-old with a dozen arrests
forprostitution . She , too, went back.
No one knew whether she jumped
or was pushed to her death , but in
bars along Eighth Avenue her pimp
boasted he'd "thrown a bitch out a
window ."

The anguished priest prays for all
the kids he has known who didn't
make it , and he worries about the
kids he might be able to help-a
pregnant 16-year-old , for example,
who has gonorrhea and pneumonia.
Ritter worries, also , about a boy who
phoned and said he was 13 and for
three years had been forced to make
pornographic films . He wanted out,
but was sure he would be killed if he
ran . Before the priest could get his
name and location , the terrified
youngster hung up . Pray God he will
call again!

Massive Destruction . Father
Bruce Ritter, 53, is a pleasant , gentle ,
quietly tough Franciscan whose doc
torate is in medieval theology and
whose life's work is a battle against

he horror continuously unfolding in
and around Times Square . He runs
Covenant House , a rescue-protec
tion agency, headquartered on West
41st Street in a former drug-rehabili
tation center which New York State
rents to him for $ 1 a year . The place
is known as Under 21 because it's
open to anyone under 21 years of

THE READER'S DIGEST

age. Some 12,000 kids will seek help
there this year.

Much of the Times Square area is
a rotting sewer of a place . Movie
houses offer round-the-clock porno
graphic films and live sex , and streets
are lined with porno bookstores,
strip joints , transvestite bars and
two-bit peep shows . The neighbor
hood crawls with hookers , hustlers
and pimps . Anything-goes sex is the
major industry and its chief com
modity is young bodies , which are
always in good supply there are an
estimated20,000 under- 16 runaways
in New York and thousands more
between16 and 1.

"They aren't bad kids," Ritter
says. "Most have run away from
parents or guardians who abused
them, or they're throwaways whose
parents kickedthem out. Theycome
to New York because it's abig city
and they think they'll be able to find
new lives here. Most are unemploy
able. Pimps pick them up, sweet-talk
them, feed and give them lodging
then beat, rape , exploit , torture and
even kill them . In one three -year
period, 176 prostitutes , including
many kids, have been murdered . But
that doesn't include suicides and the
ones who were given drug overdos
es : You want some troublesome kid
dead , you OD him . Who cares? It's
just a stupid little prostitute or some
dumb kid who OD'd , and that's the
end of it."

4

his name , age and hometown . He is
offered medical attention , food , a
bath, a bed , and free use of a tele
phone to call home . Says Ritter's top
aide , Stephen Torkelson , 36 : "We
surround the walk-in with a lot of
good people who really care about
him . We want him to know that he is
safe here. If he has no home to return
to we want him to stay with us . We
don't want him to go back into the
streets . We don't press . We try to
convince him there is an alternative
to his destructive life-style."

Nearly everyone who comes to
Under 21 is scared and apprehensive,
but the atmosphere soon induces
relaxation . A youngster is asked only

""

But far more often than not, the
destruction has been massive ; some
70 percent of youngsters who walk
into Under 21 do not stay . For many,
their experiences have worked an
evil magic; they will not give up
drugs, alcohol and the street . Others,
unschooled and unskilled , simply
lack confidence that they can learn to
survive any other way.

Shot of Love. Yet, if Under 21's
success rate seems low , some individ
ual successes are impressive . A dozen
ex-prostitutes are now full-time col
lege students . The 17-year-old boy
whom Ritter steered away from sui
cide is now a restaurant cook , enthu
siastic about his job and life . Ritter
howls with laughter while reading a
letter from one lad he persuaded to
go home- the boy became an insur
ance salesman and now wants to sell
the priest a policy .

The first step for the Under 21
walk-in is an examination by Dr.
Peter Masella, a specialist in adoles
cent medicine . “ These kids' bodies
are maps of their lives ," he says.
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"People have burned them with
cigarettes , scarred them with whips
and red-hot coat hangers , and
broken their bones . Many have VD
it's epidemic with our kids . Many
have tuberculosis . Many are hooked
on drugs ; virtually all use marijuana ,

and a lot use angel dust . No one has
given them value systems , and often
their best instincts have been de
stroyed. I wish I had an intravenous
injection with a huge shot of love in
it. That would do more good than all
the penicillin in the world."

FATHER RITTER'S COVENANT

Under 21 is a big shot of love . The
only rules, the new resident is told ,

are no drugs, no booze , no violence .

The cafeteria is open to any street kid
who needs a meal or three meals per
day. Under 21 has 200 part-time
volunteers who come in when they
can and do what they can.

Practical things happen , too.
Those desiring school can get it
certified teachers conduct diagnostic
and remedial programs , including
on-the-job training . "Many of them ,"

says math teacher Jeri Wellman ,

"haven't been in a classroom in years .

We find they are perfectly capable of
learning and want to learn. "

"Scene From Hell . " Bruce Ritter
got into the salvaging of young lives
one day in 1968 after preaching an
"outrageously self-righteous" ser
mon suggesting that his Manhattan
College students were not concerned
enough about the less fortunate .

"What about you , Father?" one stu
dent asked. "Why don't you practice
what you preach?"

Shocked at his own smugness ,

Ritter apologized to the students.
Soon , he left the college and took a
tenement apartment on New York's
Lower East Side , hoping to be a
chaplain to the neighborhood's large
drug-addict population . His neigh
bors , fearing he was a narcotics
agent , gave him a wide berth . Then ,
ascertaining his true identity and
purpose , they burgled his apartment
every day for a month , stealing even
his clerical garb. “Nothing personal
about it," he says . "I had possessions
and they had little . Once they had
redressed the economic imbalance ,
the burglary stopped ."

One midwinter midnight two
girls and four boys aged 14 to 17
knocked on his door pleading for
shelter. They had been living in an
abandoned building but had been
burned out after refusing an offer
from some junkies to pimp them.
Ritter bedded them down on the
floor of his apartment . Next morn
ing he got on the phone . To his
dismay, one social-welfare agency
after another said it could do noth
ing . "They were too old , too young,
too sick, not sick enough ; or the
agency couldn't be reimbursed , and
so on ," Ritter recalls .

Frustrated and angry , he resolved
to look after the youngsters himself.
He drove a cab and preached in
churches around the city , pleading
for funds. As word spread about the
good priest , other kids came . Bills
piled sky-high . Often , there wasn't
enough food.

By 1972 Ritter was caring for
hundreds ofyoungsters. He obtained
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a child-care-agency license that enti
tled him to some public funds, and
formed Covenant House- its name
derives from the Biblical covenant
between man and God . Five years
later , after many visits to Times
Square-"a scene straight out of
hell"-he opened Under 21 , financed
initiallyby the Roman CatholicArch
diocese of New York , his own Fran
ciscan order and the Charles E.
Culpeper Foundation.
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that's not negotiable . You'll need
the strength you get from it to re
main effective in the work you'll be
doing."

Happy People. Covenant House
is constantly on the edge of financial
disaster. It needs about $6 million a
year to feed , clothe , shelter and care
for its charges . City , state and federal
governments supply about 30 per
cent ; Ritter must raise $4 million
from private sources . He doesn't
worry about it, even when his comp
troller warns him, as he did recently,
that the food budget for the fiscal
year had been eaten up in the first
five months . He insists the problem
is the Holy Spirit's . For his part,
Ritter keeps up his speaking engage
ments in churches and before civic
and religious organizations . He asks
for money and service. "Come work
with me," he says . "Give me a year of
your life and I'll give you a chance to
feed the hungry, clothe the naked ,
tend the sick. I'll provide room and
board and pay you $ 10 a week . Plan
on three hours of prayer daily , and

Who responds? The widow of a
New York State Supreme Court jus
tice , a recent graduate of the Har
vard University Law School , a new
chemistry graduate from Texas
A& M ; numbers of skilled trades
men, salesmen, high -school and col
lege graduates from Florida , Maine,
Indiana , Canada-40 in all, and
there's a waiting list of 50. They
find the life as austere and the work
as grim as Ritter warned , but they
smile a lot . They are happy people,
grateful for the chance to help
the kids.

Unfortunately, the problem these
people face is not just a New York
one. Ritter insists it is no different
from the problem in other cities
only bigger . In speeches and inter
views , he castigates politicians, pros
ecutors , police and the courts for
their failure to deal with it.

What to do about it? We can't all
be Father Ritters , of course . But
there is something we can do : We
can express our outrage at what is

happening to our children . For the
sexual exploitation of our young will
stop only when we get angry enough
to do something about it . As Father
Bruce Ritter got angry and is doing.
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