


President's Message 

JANUARY, 1971 

The year 1970 was a crucial one for our industry. 

The decline in real estate markets adversely affected the gross income of our ALT A member com
panies and the continuing inflation was reflected in rising costs. Despite maximum efforts by each com
pany, therefore, the industry generally experienced a substantial decline in net profits. 

Also during 1970, our industry faced up to a number of government industry investigations, and 
many other important matters were resolved with related trade associations. Some of these are noted 
in this current issue. 

It was a difficult year. 

At the start of this new year, however, a spirit of optimism prevails. ALTA's Research Department 
is forecasting a substantial increase in the need for title evidence in 1971. 

Most of our members trimmed unnecessary expenses last year while gearing to offer even greater 
services to our customers in 1971. 

While rate increases continue to lag behind inflated costs in regulated areas, we still look forward to 
a more satisfactory year. 

Plans are now complete for the Mid-Winter Conference in San Diego. Our committees will report, 
leading speakers will provide ideas of value to each of us, and Coronado provides the facilities and 
weather for an ideal mid-winter break from day to day operations. Send in your reservation now. 

On behalf of your officers and staff, we wish each of you a happy, worthwhile, and prosperous new 
year. 

Cordially, 

Alvin W. Long 



Great Western 
Title Guaranty Co. 

has King County, Washington, 
in a drawer 

With the assistance of the computer, Great Western Title Guaranty 
opened its doors in Seattle, April 8, 1970, to become the first new 
title company in King County in forty years. President Edward A. 

Finsness is pictured above examining a portion of his computer pro
duced title plant. This plant contains over 10 million document 

references listed by date and by property number onto rolls of micro
film. The entire plant can be stored in an ordinary desk drawer. 

Great Western is currently building similiar title plants for Spokane 
County under the name of Inland Empire Title Company and for Skagit 

County as Skagit County Title Company, Inc. 

HW Systems, Inc., specialists in computer applications for the 
title industry, is providing software and computer services in support 

of Great Western's title plant building efforts. 

For additional information, please contact 

Stanton H. Wong, President 

HW SYSTEMS. Inc. 
525 South Virgil Avenue 
Los Angeles, Calif. 90005 
Telephone: (213) 380-1196 

H W Systems, Inc. Is an independent computer system development company which specializes in 
providing management consulting and cost effective computer services to the land title industry. 



How to build a national reputation 
in the title insurance business: 

With people. People whose individual 
knowledge, experience and skill-and 
whose ability to deal with other people
add up to a firm foundation. With service. 
The kind of personal service that can 
only come from such practiced ability. 

With speed and accuracy. Qualities that 
come together only with the sure appli

cation of knowledgeable experience. 
American Title Insurance 

Company. The right kind of 
people. 

A member of The Continental 
Insurance Companies 

Home Office : 150 Southeast Third Avenue, Miami , Florida 33131 
Licensed to safeguard the American Community in 45 states. District of Columbia, Puerto Rico, Virgin Islands. 

---·· 



1itle News 
the official publication of the American land Title Association 

Association Officers 

President 

Alvin W. Long 
Chicago Title and Trust Company 

Chicago, Illinois 

Vice President 

John W. Warren 
Albright Title and Trust Company 

Newkirk, Oklahoma 

Chairman, Finance Committee 

Hale Warn 
Title Insurance and Trust Company 

Los Angeles, Californ ia 

Treasurer 

James G. Schmidt 
Commonwealth Land Title 

Insurance Company 
Philadelphia, Pennsylvania 

Chairman, Abstracters and 
Title Insurance Agents Section 

James A. Gray 
Fidel it y Abstract & Guaranty Company 

Benton, Arkansas 

Chairman, Title Insurance and 
Underwriters Section 

James 0 . Hickman 
Transamerica Title Insurance Company 

Denver, Colorado 

Immediate Past President 

Thomas J. Holstein 
Lacrosse County Title Company 

Lacrosse, Wisconsin 

Association Staff 

Executive Vice President 

William J. McAuliffe, Jr. 

Director of Research 

Michael B. Goodin 

Director of Public Affairs 

Gary L. Garrity 

Business Manager 

David R. Mclaughlin 

Association General Counsel 

Thomas S. Jackson 
Jackson, Gray & Laskey 

1828 L Street, N.W. 
Washington, D.C. 20036 

Proceedings, 64th Annual Convention, American 
Land Title Association, New York, New York, 

October 14-17, 1970 
General Sessions 

Several Miles Ago, Thomas J. Holstein 4 
Why Positive T hinkers Get Positive Results, Dr. Norman Vincent Peale 5 
Housing America in the '70's, Eugene A. Gulledge 8 
Fannie Mae-Lady on a Tightrope, Oakley Hunter 12 
Money, Mortgages, and Interest Rates, Robert H. Pease 14 
The Economy and Housing-Tomorrow and the Next Day, Leon H. Keyserling 
The Bar Situation, George B. Garber 21 
Liberalizing the U niform Commercial Code, Ralph Jossman 22 
Real Estate Sales in the '70's, H. Jackson Pontius 24 
Automation, Organization , C lass ification, and Retrieval of Title Information, 

Edward A. Touma 26 
Interstate Land Sales Full Disclosure Act and Its Effect on Land Titles, 

Alfred J. Lehtonen 29 
Eulogy for Gordon M. Burlingame, Sr. ( Delivered by J . Mack Tarpley) 33 
Awarding of Honorary Memberships to Joseph S. Knapp, Jr., and Lloyd Hu ghes 
Election of Nation al Officers 35 

Workshop Sessions 
Multi-County Consolidation of Title Inform ation 

Commenta ry by John L. Willi ams 35 
Commentary by John B. Wilkie 36 
Commentary by Carleton L. Hubbard, Jr. 

Fringe Benefits and Retirement Programs 
Commentary by Richard D. Grinnell 
Comme ntary by H. James Sheetz 44 

40 

38 

Abstracters and Title Insurance Agents Section 
Report of Section Chairman, John W. Warren 47 
Report of Organization and Claims Committee, William F. Galvin 
Report of Plants and Photography Committee, Otto Zerwick 48 
Report of Schools Committee, Ray Frohn 49 
A Look a t the Title Busi ness Ten Years Hence 

Com ments by Jack Rattikin , Jr. 50 
Comments by Victor W. Gillett 51 
Comments by James A . Gray 52 

Election of Section Officers 54 
Title Insurance and Underwriters Section 

Report of Section Chairman, James 0. Hickman 54 
Report of Research Committee, John E. Jensen 55 

48 

57 Report of Committee to Estab lish Liaison with NAIC, J. Mack Tarpley 
How Do You Advertise an Intangible? A Case History, Malcolm Gurbarg 
The Prospects and Problems for Housing in the I 970's. Charles E. Cain 
Report of ALT A Liaison Committee with the MBA, Robert C. Bates 

58 
60 

64 
Election of Section Officers 66 

Committee Reports 
Report of Finance Comm ittee, Hale Warn 66 
Report of Standard Title Insurance Forms Committee, Richard Howlett 67 

Index to 1970 Tit le News Articles 
Features 
67 

Departments 
President's Message-Inside Front Cover 
Names in the News 70 
Meeting Timetable 72 
ON THE COVER : May you have a happy and prosperous new year. 

VOLUME 50, NUMBER I , 1971 
TITLE NEWS is published by A 111erica11 La11d Title Association, 

1828 L Street, N.W. , Washi11g to 11 , D.C. 20036; (pho11e) 202-296-3671 
GARY L . GARRITY, Editor, CAROLYNE. CAPPS, A ssistant Editor 

17 

34 



GENERAL SESSIONS 
Several Miles Ago 

Thomas J. Holstein 

1969-70 President, A merica11 La11d Title Association 
President, LaCrosse County Title Compa11y, Lacrosse, Wisconsin 

S ince 1966, when Don Nichols re
fused to call a spade a spade be

cause of his phobia about not calling a 
report a report, the idea has intrigued 
me; so I have, with some understate
ment, entitled this effort-which is not 
a report-"Several Miles Ago". Since T 
have a perspective of twenty-two years 
in AL TA, T can attest that the job of 
being your president is becoming more 
com plex and time consuming because 
we have an impact on and relations with 
more people, more organizations, and 
more governmental agencies. And, of 
course, our own membership is grow
ing. 

Accept thanks for my election to the 
Executive Committee four years ago. 
You must have had a bit more confi
dence than T had during the Miami 
convention, during which time T occu
pied a bed of pain in a LaCros e, Wis., 
hospital. 

The enormity of the job hit full force 
last year at Atlantic City. Our Associa
tion's activities require the appointment 
of some 200 committee members. That 
titlemen are a breed apart is proven by 
the fact that only one appointee re
fused-and he did so on the grounds 
that his was a geographical appoint
ment to the Judiciary Committee and 
he was moving to another state. With 
this unanimous kind of help, who could 
fail? Everyone of these committeemen 
has performed very capably, devoting 
much time and effort. They should be 
thanked by all of us. 

One committee I did not appoint is 
the Convention Committee from New 
York State. All of these people, led by 
Tom Quinn and Marion Erickson, have 
done a truly magnificent job, and my 
personal thanks to them all. 

Of those I did appoint, some deserve 
special mention because of their out
standing work or extra effort and long 
hours on the job. A few of them are: 
the Membership and Organization Com
mittee under Lawrence A. Davis, Jr., 
which added the New England Land 
Title Association as the latest jewel in 
our crown; the Committee to Establish 
Liaison with NAIC under Mack Tarp
ley; the Research Committee under 
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John E. Jensen; the Federal Legislative 
Action Committee under James G. 
Schmidt; and the Public Relations 
Committee under Edward S. Schmidt, 
which is so well established and is doing 
such a good job that a mere mention 
is enough. We all know how success
ful that program is. I must also men
tion our new Committee on Liaison 
with the Mortgage Bankers under Ro
bert Bates. 

At this time in 1969, the economic 
picture was rather bleak. I knew I was 
not going to preside at the demise of 
the ALTA-but it looked like a tough 
year. For many of us, it has been. 
However, we can end on an "up beat". 
All indications are that we have "bot
tomed out" and that there is some light 
at the end of this tunnel , though it has 
at times seemed like a long one. Maybe 
your next president can come to his 
report time with news of a boom in the 
housing industry and tell us how pros
perous we are. 

Now, as to my travels: My thanks 
for the chance to find out about this 
big and wonderful country. I even 
know where the Yampa Valley Airport 
is! Outside of a few four-hour layovers, 
some bad flying weather, and one occa
sion when the light in the pilot's ·cabin 
indicated that the wheels were not 
down just before landing, it has been 
fun. 

One trip was a sad occasion: the one 
to Philadelphia with Al Long and Bill 
McAuliffe to attend Gordy Burlin
game's funeral and convey to Chris, 
Skip, and Tina your sympathy and our 
feelings that ALTA has suffered a great 
loss. 

About Gordy, I feel like the twenty
two year old kid who confessed that be
tween the time he got out of high school 
and landed his first job after college, 
his father had smartened up consider
ably. From the time I first met Gordy, 
when he was a fuddy-duddy old patri
cian, he became, in a few years, a 
warm, friendly, humane, considerate, 
keen-minded fellow with a wonderful 
sense of humor. He was also the kind 
who occasionally set his heels and re
fused to budge! Knowing Gordy has 
been good for me. 

The other trips were fun or pleasant 
duty. It was my pleasure to represent 
you at the dedication of the new FNMA 
building; to present ALT A's Home 
Buyer Education Awards at the NAREB 
Convention in San Francisco; to attend 
the U.S. Chamber of Commerce Public 
Affairs Conference; to present our tes
timony to the Department of Com
merce Metric Study Conference; to at
tend two ABA-ALTA Conferences; two 
of our own Executive Committee meet
ings; and one Finance Committee. 

The affiliated state and regional a,s
sociation meetings Nora and I attended 
taught us how deep and strong are the 
ALTA roots all over the country. There 
were nineteen of these meetings for us 
during the year. Don Nichols with 22 
trips to state conventions still holds the 
all-time championship and is likely to 
retain it. From the organizational meet
ing of the New England Land Title As
sociation to Florida, from California to 
Pennsylvania, and from Texas to Mon
tana-they were all very much worth 
while and we met many hundreds of 
truly hospitable people. It is also as
tounding that convention chairmen can 
find so many delightful resorts so close 
to so many golf courses! There I failed 
you because I am not a golfer. I even 
thought the Calloway System meant 
that some guy named Calloway won 
the tournament! But I warn you that 
Al Long, John Warren, and Jim Hick
man are all excellent golfers, and you 
should sew your pockets shut for the 
next three years. 

I would like to mention only four 
ALTA activities during this past year 
that are relatively new or very import
ant: "Operation Grassroots", the ABA
ALTA Conference, our efforts at re
search in our own industry, and our atti-. 
tude toward the metrification of the 
United States. 

"Operation Grassroots" is one of the 
most important activities we have at
tempted in many years. We are literally · 
"taking the mountain to Mohammed". 
We have many valuable members in 
small offices whom we never see or 
from whom we never hear. They do not 
come to meetings, nor do they have 
time to communicate . Fifty-seven of 
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these offices in thirteen different states 
were visited on three trips by Gary 
Garrity and one by Mike Goodin . In 
each case, the visit consisted of ( 1) 
presenting an outline of ALTA services 
and literature available; (2) asking the 
abstracter for his opinion about areas 
where ALTA programs and services can 
be strengthened to his benefit; (3) ask
ing the abstracter for basic, non-confi
dential information on his business over 
the past five years; and ( 4) gathering 
editorial ideas for Title News. I believe 
the visits should be continued. ALTA in 
Washington now has a "feel" for these 
members and a finger on the collective 
pulse of those who make up the nu
merical strength of ALTA. 

In this connection, I would like to 
interpose some reflections on the coop
eration of our two sections. I can re
member that twenty years ago there was 
evident a considerable amount of dis
trust, even enmity. We fought over pro
grams at conventions and the Abstrac
ters Section was very suspicious of the 
"big" title companies, and indeed was 
fearful that they might build competing 
plants in the abstracters' counties. Now 
that we are more knowledgeable about 
title insurance, have come to like it and 
know how to sell it, and have found out 
that most title insurance people do not 
wear horns or eat little children, there 
is a new attitude. I think we are all 
working together now, and I hope we 
continue to do so. I earnestly hope 
that we in the smaller offices can con-

tinue to come up with men of the 
calibre of AI Robin and John Warren, 
Clem Silvers and Don Nichols. As long 
as we can do so, ALT A will be pretty 
well anchored in the grass roots. It will 
represent all title evidencers-not· just a 
few big title insurance companies. 

Now we come to our problems with 
the ABA. George Garber will give a 
report on the ABA-ALTA Conference 
to this convention on Friday. In spite 
of the amicable meetings and our agree
ment on the Statement of Principles, I 
must still report that while we are 
talking in the conference, another arm 
of the ABA, the Special Committee on 
Lawyers Title Guaranty Funds is vigor
ously promoting a national bar guar
anty fund which will accept orders only 
from lawyers. Aside from the ethical 
and anti-trust implications, and aside 
from the fact that no professional asso
ciation should encourage or sponsor or 
lend its name and prestige to a com
mercial enterprise, I would hate to see 
my many lawyer friends toppled from 
the lofty pedestal on which I personally 
have placed them into the level of the 
market place. I do not want to see them 
there, and I do not think these friends 
I mentioned will step down to there. 

Our excellent and hard working Re
search Committee has completed a suc
cessful year, and made its report to the 
Board of Governors. The efforts of this 
committee could result in some order 
coming out of chaos . Before it can col
lect any meaningful data, uniform re-

porting on NAIC Form 9 and uniform 
accounting within our industry might be 
required. The work of the committee 
is most important for us if we are to 
have the figures to defend ourselves 
from attacks, which will continue. 

Metrification is almost certainly in 
our future. This particular bag of worms 
can do us no good and will indeed 
cause an unknown, but huge amount of 
trouble and expense. Ed Grskovich , 
Bill McAuliffe, Gary Garrity and I so 
stated in polite words at the Construc
tion Industry National Metric Study 
Conference in Washington on October 
6. I am certain that metrification is 
coming and that we will have to go 
along. 

Finally, I can report that we gained 
33 new active members and 40 new 
associate members during the past year. 
Among them are many from the Mort
gage Bankers group. We welcome them 
to our ranks. 

I have thanked the members of all 
our committees for their work this year. 
The men on the Executive Committee, 
the Board of Governors, the Washing
ton staff and our eminent general coun
sel also have my heartfelt thanks and a 
"well done". It has been a pleasure to 
work with them. I would also like to 
thank the secretary of my company, 
O'Nieta Thorsen, my son Bill, and of 
course, my wife, Nora. Without them, 
this year would have been an impossi
ble nightmare-because of them, it was 
a pleasure. 

Why Positive Thinkers Get Positive Results 
Dr. Norman Vincent Peale 

Minister, Marble Collegiate C!turc!t, New York, New York 

M r. Holstein, friends, despite this 
very kind and solicitous introduc

tion given me by our presiding officer, 
there maybe somebody present who 
wonders, why in the world would any
one get a 1preacher to speak on the pro
gram of the American Land Title As
sociation? 

Now, if anybody here feels badly 
about this, I hope he will not feel as 
badly as did a certain gentleman I en
countered not so long. I was the speaker 
at the annual dinner of a certain eastern 
state banker's association and arrived at 
the hotel where this dinner was sched
uled to be held about an hour late, 
unavoidably. 

I went to my room and as the ocas-
. sion required, dressed myself in a tux

edo or dinner jacket. Thus attired, I 
descended in the elevator to find that 
all of the bankers had gone into the 
dining hall, save one stray banker, whom 
I encountered in the elevator. This 
banker, I am sad to relate, unlike most 
members of his profession, had obvi
ously been communing with a form 
of spirits which wasn't what you might 
call "religious spirit." 

TITLE NEWS 

He was waving rather unsteadily on 
his feet and he looked me over specu
latively. Dressed as I was, he appar
ently didn't take me for a preacher. He 
fixed a thin, watery eye on me, and in 
an intimate sort of way he said, "Hello 
there, buddy". This was not the form of 
address to which I was usually accus
tomed, but I answered in kind and for 
a moment there ensued a conversation 
which might roughly be described as 
jocular. 

Finally, becoming a little more confi
dential, he asked me, "Where are you 
going tonight, Buddy?" "Well," I said, 
"I'm going into the meeting of the 
banker's association, where are you go
ing?" "Oh," he replied with ill concealed 
disgust, "I suppose I'll have to go in 
there also, but I don't want to for it 
won't be any good ." 

"Why," I asked, "won't it be any 
good?" "Oh," he said, "they got some 
preacher from New York to speak in 
there tonight". I said, "You don't mean 
that". He says, "It's a positive fact." 

"Well " I asked "why in the world 
have th~y a prea~her to speak to the 

banker's association?" He says, "You 
got me buddy, unless it must mean they 
are running out of money." 

This rather took the wind out of my 
sails and deepened my inferiority com
plex, and I said, "Well, I guess I'll go 
in anyway, there is nothing else to do 
around here." He said he "guessed he 
would too, but I'm telling you it won't 
be any good." I said, "Brother, you 
don 't know the half of it, I know it 
won't be." 

Having agreed it wouldn't be any 
good and having gotten this matter 
settled to our mutual satisfaction, he 
went his way and I went mine . I went 
up to the head table, took my seat and 
forgot all about him, until, when I rose 
to speak, by some sinister quirk of fate 
the first eye I got at the end of the 
room was this man's. You could see he 
was, what you might reasonably call, 
embarassed. 

He threw up his hands in a gesture 
of dismay and sank down out of sight. 
But, presently he came up for air and 
he listened to me. When the meeting 
was over, I was standing at the head 
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table shaking hands with such persons 
as came forward to greet me when I 
saw him coming off from the left. He 
was now in his right mind. He had a 
shy and embarrassed smile on his face. 

I could see that he hated to come up 
to speak to me, but I liked him, for he 
proved to be a "dead game sport" for 
getting up to me. He put out his hand 
and he said. "Put her there buddy, we 
were both right weren't we." 

Now, I'd like to talk with you briefly 
this morning on the subject, "What's 
Wrong With a Problem?". I see it's in the 
program there as "Why Positive Thinkers 
Get Positive Results," but it's the same 
speech whatever you call it. 

I am interested right now because 
everywhere I go I hear people telling 
me how bad a problem is. 

The implication is always that a prob
lem is a terrible thing. Everywhere I 
go, people talk to me in such a manner 
that I begin to think that they believe 
that life would be simply wonderful if 
either we had fewer problems or easier 
problems or better still, no problems 
whatsoever. 

I should like to put to you the philo
sophical and practical question-is a 
problem necessarily a bad thing? May 
it not, on the contrary, be a very good 
thing? Would you actually be better off 
if you had fewer problems or easier 
problems or no problems whatsoever? 
I should like to answer my own ques
tion by telling you of an incident. 

I was walking down Fifth Avenue 
here in New York one day not so long 
ago, when I saw approaching me a 
friend of mine by the name of George. 
It was evident from George's melan
choly and disconsolate demeanor that 
he wasn't what you might say filled or 
overflowing with the ecstasy and ex
huberance of human existence, which is 
a highclass way of saying that George 
was dragging bottom. He was really low. 

This excited my natural sympathy, so 
T asked him, "How are you, George?" 
Well now, friends. when you get right 
down to it that was nothing but a 
routine inquiry, but it represented an 
enormous mistake on my part, for 
George took me seriously and for fif
teen minutes he enlightened me meticu
lously on how badly he felt. The more 
he talked, the worse I felt. Finally, I 
said to him, "George, what seems to be 
the trouble, what is bothering you?" 

This really set him off. "Oh," he 
said, "it's these problems, problems. 
nothing but problems. I am fed up 
with problems! He got so excited about 
the matter that he quite forgot who he 
was talking to and he began to ca tigate 
these problems, using in the process 
thereof, T am sad to relate, a great 
many theological terms, although he 
didn't put them together in a theolog
ical manner, that's for sure. 

But, I knew what he meant all right, 
for he had, what they call, the power to 
communicate. I said, "George, you want 
to get rid of these problems do you?" 
He said, "And how." "Well," I said, "I 
think I can oblige you, I think I can 
help you if you really want me to." He 
said, "I'll tell you what I'll do, Norman, 
you help me get rid of these problems, 
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and I'll contribute one thousand dollars 
cash money to your work." 

Well now, friends, I am never one to 
take an offer like that lightly, and T 
meditated, ruminated, and cogitated on 
the proposition and came up with an 
answer which I •thought wasn't half bad. 
But, apparently George didn't go for it 
because T have as yet to receive the 
aforementioned one thousand dollars. 

I said, "You really want to get rid of 
your problems, everyone of them?" 
"Yes, sir." he said, "I do." "Alright," 
I said, "I think T can tell you exactly 
how to do it and you'll have no more 
problems to bother you anymore." "Oh," 
he said, "that's for me." "Well," I said, 
"George. the other day I was up in the 
northern part of New York City. in the 
Bronx on professional business, if T 
may thus characterize it, and T was in 
an area up there where the head man 
told me that by actual count there were 
one hundred and fifty thousand people, 
and not a single one of them had a 
problem." 

The fir t enthu iasm I saw in George 
suffused his countenance and lighted up 
his eyes as he said to me with consid
erable eagerness, "Boy, that's for me, 
lead me to this place! " I said. "Okay. 
you asked for it, it's Woodlawn Ceme
tery in the Bronx." 

This is a fact-nobody in Woodlawn 
has a problem. They rest from their 
labors, life's fitful fever is over-they 
have no problems. They couldn't care 
less what you and T read in this morn
ing's newspaper or see on television that 
night. They have no problems at all, but 
they are dead. It therefore follows, T 
believe , in logical sequence that prob
lems constitute a sign of life. Indeed, 
1 would go so far as to say that the 
more problems you have the more alive 
you are. 

The man who has, let's say, ten good 
old tough man-size problems is twice as 
alive as the poor miserable apathetic 
character who only has five problems. 
If you here this morning have no prob
lems at all, I warn you, you are in 
great jeopardy. You are on the way 
out and you don't know it. What you 
better do the minute this meeting is 
over is to head for your room and shut 
the door and get down on your knees 
and pray to the Lord and say to the 
Lord, "Lord please, what's the matter, 
don't you trust me anymore-give me 
some problems." 

I sometimes wonder what has come 
over this great land of the free and the 
home of the brave. We are the descend
ants of a once great breed of men who 
had problems and they had them a 
plenty. But did they whine and whimper 
and crawl through life on their hands 
and knees holding up their hands to 
some so-called benevolent government 
asking that they be relieved of all their 
problems? Not on your life. They real
ized that problems are a factor of hu
man existence and they stood up to 
them and they handled them. 

The question nowdays is has the 
breed run out? I sometimes feel like it 
has. Have we become so soft and fat in 
our affluence-not fat in our stomachs, 

but fat in our heads-that we've got 
the idea that we shouldn't have any 
problems? That isn't the way the uni
verse 1s made. It is predicated on prob
lems. I hate to throw any sour note on 
the meeting, but I've got to tell you 
that you are going to have problems 
until the day you die and despite what 
I said earlier-heaven help you, you 
may have them after you die for all I 
know. 

Why in the world have we got these 
problems? Don't ask me, I didn't cre
ate the world, but I expect the good 
Lord had a reason for problems. I've 
sometimes speculated on why he makes 
it so hard for us. I've finally come to 
the conclusion that the Creator, when 
he created human beings, wanted to 
make something of it and he knew th.at 
the only way you can make anything 
of a human being is to make him 
strong and the only way you can make 
him strong is to require him to tussle 
and to struggle. It's tussling and strug
gling and difficulty that make strong 
people. 

There is a philosophy going around 
this country that none of us should have 
problems anymore, that we should be 
relieved of all these things. It is a 
pernicious philosophy because it isn't 
so. 

Sometime ago, I was in San Francisco 
-I'm not bragging about it. I'm merely 
stating a fact-and I was walking 
down California Street on Nob Hill 
when I met an intellectual. How did I 
know he was an intellectual? He told 
me that he was. Had he not told me, 
I wouldn't have had the lightest idea, 
except that he had certain characteris
tics which I ascribe to the phony intel
lectuals. 

For the bona-fide intellectual I have 
profound respect, but for the phony 
type-that is another matter altogether. 
This character had some of these char
acteristics. In the first place he had on 
his face along with his whiskers what 
is called a profoundly concerned look. 
When you observe these men they al
ways look sad. They call it a con
cerned look. T. being a simple soul, call 
it a sour-like look as if he had been 
weaned on a pickle or something of 
the sort. 

He has the aspect of countenance 
as if all the civilization rested on his 
shoulders-he had that sour look on 
his face. Then. the manner in which 
he was dressed. He naturally had no 
jacket on, that would be the last thing. 
nor did he have a necktie , that would 
also be the last thing. He did, T was 
surprised to ohserve, have on a shirt, 
and the shirt was ohviously of good 
quality. Many of these characters have 
money of which they are profoundly 
ashamed. This was black and it was of· 
good quality. 

I observed that there was no under
shirt beneath the outer shirt and it was 
open down to the third button and l . 
reflected on why the third button and 
why no undershirt and came up with 
the conclusion that what he was trying 
to do was to effect nonchalantly a 
manly chest. But, I got up and in
spected this chest minutely and there 
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wasn't a hair on it. But, brothers and 
sisters, that wasn't the worst of it. We 
were standing on the brow of the hill 
and he was between the bay and myself 
and unhappily, the breeze was off the 
bay and the atmosphere was odoriferous. 
I therefore, concluded that he proudly 
sported the badge of the new rebellion 
-never take a bath. 

As for me, I would rather be clean 
and dumb, than smart and dirty any
time. This character fixed his somber 
gaze on me and he said, 'Tm glad to 
meet you," and T asked the Lord to for
give me and told him I was glad to 
meet him also. 

He said, "You are this bright. sweet
ness and light individual who runs 
around the country talking about posi
tive thinking aren't you?" l said, "Well. 
now that you brought this matter up and 
in vour restrained, urbane, academic and 
philosophical manner, let us carefully 
consider the assumptions which you have 
raised." I can throw the jargon around 
too if necessary. 

I said. "I do run around the country 
and T do talk about positive thinking. 
which is neither pollyanish nor sweet
ness and light." I said, "Son. T'll give 
you a definition of a positive thinker if 
you'd like." He showed no disposition 
to want it but I gave it to him just the 
same. 

I said a positive thinker i a man 
who is rough and tough and rugged 
mentally. He sees every difficulty and 
he sees them straight. Nor is be abashed 
by them because he knows that with 
the help of the good God he has what 
it takes to handle any problem in this 
world . I said he is a practitioner of 
that form of philosophy known as op
timism which holds that at Jong last 
the goods of life over balance the evils 
thereof. 

All this philosophy went over his 
head and he took a different tact, fixed 
his sour look on me, and he said, "Don't 
you know the world is full of trouble?" 
Just as though it should not be. I said, 
"Do you think I was born yesterday? 
Of course the world is full of trouble. 
In my business we know more about 
trouble in five minutes than you 
escapists would know in a lifetime. Of 
course the world is full of trouble and 
problems-that's the way its made." 

Then I thought of a comeback and l 
have been proud of myself ever since 
because most of my comebacks come
back about six hours after I met him. 
This comeback welled right up out of 
the good old subconscious. I said, "Cer
tainly the world is full of trouble, but 
thank's be to God it is also full of the 
overcoming of trouble." That really got 
him and he went down the street shak
ing his head and I could hear it rattle 
all the way down the block. 

Of course, the world is full of 
trouble. Of course, you've got problems. 
Of course, you are always going to have 
problems. That's the way the world is 
made, that's the way we are made and 
the sooner we all get to recognize this 
fact, the better we'll handle our prob
lems. They are here-you are here
that's it. 
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I believe nobody can be healthy 
minded who hasn' t got this sort of 
philosophy of problems. If you want 
to know really whether or not you are 
fundamentally healthy minded, you can 
judge it on your reaction and your at
titude when a problem confronts you. 
If you complain and whine and whim
per and get tense and nervous and 
your heart begins to flutter , then it 
wouldn't be a bad idea to see a psychi
atrist and get yourself properly regu
lated according to your philosophical 
outlook. 

Now, down in my church at Fifth 
Avenue and Twenty-ninth Street, I've 
got fifteen psychiatrists on the staff of 
the church. I don't want you to get any 
false notions as to why, as to my con
gregation by reason of this fact. You 
may wonder why in the world would you 
even have one psychiatrist on the staff 
of a church? The answer is that we be
lieve in dealing with people scientifical
ly. How in the world are you going to 
get them well unless you know why 
they are sick? 

The psychiatrist helps us to diagnose 
and to point up the problem and the 
pastor or the priest or the rabbi-work
ing together in this clinic that we 
have there-advise them on the method
ology of faith. I never could understand 
why we apply scientific methodology to 
everything in the world except human 
beings. 

That is one of the reasons I went into 
this business on a religio- cientific basis. 
Don't get me wrong, we still believe 
that the gospel does the job-but psy
chiatry helps. 

I don't know whether there are any 
psychiatrists at this meeting or not this 
morning but you never can tell. If 
there should be one here he is not go
ing to be hurt by anything I say for I 
esteem him highly as a professional and 
even have affection for him as a col
league. But having been associated for 
twenty-five long years with these psy
chiatrists, I will admit to you in the in
tiniacy of a little family circle here that 
they sure are a queer crowd. 

If anyone of them had the floor in 
my stead, he might with equal authen
ticity make a not dissimilar remark 
about my profession- that's for sure. 

It reminds me of something that hap
pened here in New York City some
time ago. The American Association of 
Psychiatrists held a four day conven
tion at the old Statler Hilton Hotel at 
Seventh Avenue and Thirty-second 
Street. Now there are in the United 
States only about fifteen thousand psy
chiatrists and eight thousand of them 
are in mental hospitals-as practicing 
physicians, I hate to add. Tt seemed 
like they were all at this convention. 
The hotel overflowed with psychiatrists 
-the lobby swarmed with them. 

Across the street from the hotel is 
the Penns y Iv an i a Railroad Station 
around which, from time immemorial. 
there have been flocks of pigeons. As 
far as anybody was able to ascertain 
these are well organized, emotionally 
contained, well integrated pigeons going 
about the dnily function of being a 
pigeon. But, apparently the emotional in-

stability of the multitudes thronging in 
and out of this station transmitted it
self to one of these pigeons and he, 
the pigeon, got off the beam and by a 
process that has never yet been ac
counted for, this pigeon presently found 
himself in the lobby of the Hotel Statler 
flying around among these psychiatrists. 
In fact, it is reliably reported that this 
pigeon flew around these psychiatrists 
for two whole days before any psychi
atrist would admit to another that he 
saw a pigeon flying around the lobby of 
the Statler Hotel. 

Now, in this clinic that we have 
there we have every known human 
problem-you name it, we've got it. We 
have worry for example which is an in
sidious disease and it attacks millions of 
people. The English word worry is de
rived from an old anglo-saxon word 
"were-game" which meant literally to 
strangle or to choke. If l were to come 
out there in the audience and grab you 
around the neck, cutting off your air 
supply, choking you, I would be doing 
to you dramatically what you do to 
yourself if you constantly are a victim 
of worry. 

Apparently people have always wor
ried, for back in the time of the cave
men, when they made hieroglyphics on 
the walls of cliffs, they had a symbol 
for worry and scientists have figured it 
out. It's a wolf with long fangs sinking 
his teeth into the neck of a man-this 
from time immemorial has been known 
to be the affects of worry on the human 
system. 

Then we have anxiety, which is 
worry in depth and one of our psychi
atrists says that anxiety is the great 
modern plague and we have fear 
which is described as the most disinte
grating enemy known to man. We have 
cases of prejudice, for prejudice we know 
can make you sick and prejudice is de
rived from a word meaning pre-judg
ment-not based on facts. We have re
sentment-hate cases. The word resent
ment comes from an old Latin word 
meaning to hurt and to re-hurt and to 
hurt yourself again. 

We have marital problems. We have 
drug problems. We have juvenile prob
lem . You name the problem, we've got 
it, but, what would you think is the 
chief problem in a re I i g i o u s psychi
atricly-oriented clinic over a quarter of 
a century, in which the caseload is fifty 
per cent men between the ages of 
twenty-five and forty-five. What would 
you think is the chief malady of the 
present day executive-type American 
citizen? Well , on the basis of our ex
perience, it is this-it's a deep haunt
ing, inward, inferior, inadequate feeling 
that one simply hasn ' t got what it takes 
to deal with the ordinary problems of 
human existence. 

So, healthy mindedness is related to 
your attitude towards a problem. 

We had an old psychiatrist who passed 
away recently at eighty-five years of 
age, one of the wisest human beings 
that I ever knew in my life. His name 
was Dr. Smiley Blanton and he was 
an extraordinary genius. I said to him 
one day, "Smiley, what do you think is 
the best way to cure a person of a 
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problem of this difficulty?" "Oh," he 
said, "he has got to learn to know him
self for one thing. He has got to learn 
to think right for another and," he 
said, "after all is said and done, I'll tell 
him where to get the medicine that will 
heal him. He can't get it in the drug 
store in the form of a liquid or a pill 
or he can't get it shot into his arm in 
the form of an injection. 

"You can't even give it to him in long 
periods of therapy. He gets it out of a 
book and if he'll take this thought in 
through his eyes into his consciousness, 
then he has got the healing potency to 
solve a problem." I said, "What's the 
book?" He said, "What do you think?" 
I sa id, "What is the statement?" And 
this is what he gave me-"Act like men . 
Be strong. That" he said "has what it 
takes to do it." 

Well, just one little point more about 
problems-I hope you feel better about 
them. I don't like them anymore than 
you do. T go around giving this speech 
in order to talk myself into liking them. 
When something is inevitable, you 
might as well make peace with it. 

But, you know something, every man 
and woman in this audience this morn
ing has the capacity to handle any 
problem you'll ever have in this life. 
I've been looking over the room since I 
have been stand ing up here and as far 
as I can see from here, every person 
present has with him a remarkable insti
tution-what I refer to is this thing com
monly known as the head. It sits on the 
neck, which rests on the shoulders. 

The head is a tremendous thing. 
Thomas A. Edison, said, 'That the only 
reason we have a body is to carry the 
brain around; if you could carry it 
around any other way, you wouldn't 
need a body." You are your brain. In 
this thing called a head, which is a 
boney structu re, is about three pounds 
of tissue, more of less, and in this three 
pounds of tissue you function, you oper
ate, you are, you dream, you remember, 
you pray, you think. and anybody who 

will keep this head in good condition
that is, keep it free of unhealthy thoughts 
-can think. Anyone who keeps his head 
cool can think for you cannot think 
when the head is hot , it won't correlate. 

It only produces rational thought 
when it is cool and when a problem 
comes if you are a positive thinker and 
if you've kept your head in that condi
tion and if you recognize the validity 
of problem-then when a problem 
comes you will have the ability to find 
an answer to it. T don't believe you 
will ever have a problem in this life for 
which there isn't an answer and which 
answer you cannot find. As tough, as 
complicated, as involved as they may 
be, there is always an answer to any 
problem and it can be found by the 
think process. 

I'd like to make it this kind of a 
process, think-prayer process, because 
prayer is another form of thinking. God 
knows the answer, you need the answer, 
you think, you pray, you'll get the 
answer. 

Let me close with the story of a boy 
I know, which I think wraps it up fairly 
well . This boy is sixteen. Last summer 
he wanted a job, he didn't want to 
sponge on his father all summer. The 
most remarkable boy J've heard of in 
years. He said to his Dad, "I'm going 
to get a job." Dad said, "I'll help you 
get a job." He said, "I said l was going 
to get the job. Who asked you. Thank 
you very much, I'll get the job on my 
own." Quite a boy, thank God there a re 
a few of them left. 

Well anyway, he got out the paper 
and he read in the paper "Boy Wanted", 
the specifications were all there, "Show 
Up" it gave the address "tomorrow 
morning at eight o'clock" and it said 
"be prompt," in big letters. The boy 
said, "This i for me." He went down 
there, not at eight o'clock, but at ten 
minutes of eight, only to find twenty 
other boys lined up ahead of him facing 
the secretary of the man doing the 
hiring. 

So, our boy looked these other boys 
over and he said they looked very good. 
if l was the boss I'd hire any one of 
them they are a ll good kids. The average 
boy would have said well, with twenty 
kids ahead of me, what chance have T 
got? At least I got down here, T did 
my best and he would have gone home, 
but not this boy. This boy was a com
petitor, he was already an executive. 
This boy realized that a problem is for 
solving, so he went into his process of 
thinking and, this is one of the most 
agonizing processes known to man, he 
went into the process of praying. 

And , he got an idea as you and T 
will always get ideas if we do the 
same. So, he took out a piece of paper 
and he wrote something on it. He 
walked over to the secretary of the 
man doing the hiring and he said to 
her, "Miss, it is very important that 
your boss get this note immediately." 
Now, she was an old hand and if he 
had been an ordinary boy she would 
have said, "Run around sonny and get 
back in the twenty-first po ition in line 
where you belong." But, this boy had 
the emanation of force. Their eye met
his held-hers dropped. She said , "Give 
me the note." 

He handed her the note, she read it 
and she smiled. She immediately got up, 
walked into the boss' office, laid it 
down on his desk , he read it and he 
laughed out loud, for this is what it 
said, "Dear Sir, I am the twenty-first 
kid in line, don 't do anything until you 
see me." 

Did he or did he not get the job? 
Will he er will he not be able to meet 
the problems of human existence as they 
come at him in the years that lie 
ahead? What is wrong with a problem? 
Nothing, except that it's a tough chal
lenge, but the healthy minded individu
al who attacks it with the realization 
that he has what it takes to handle it 
gets the greatest joy and ecstasy that 
exists in this life . 

Housing America in the '70's 

I told Dr. Peale he sure was a hard act 
to follow. But, he said he had to go 

out to Missouri. I said I'm sure they 
need you as badly as we did. 

It so happens that Dr. Peale gave a 
very good introduction into some of 
the things that I want to talk to you 
about. He enunciated very clearly the 
role that problems play in this world. 
I couldn't help but think that somehow 
or other I had been especially fa
vored by our Creator with a great deal 
of confidence because He had put me 
in a position where I sure got a Jot of 
problems. 

I want to talk to you a little bit 
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about them because, you know, I'm not 
unique in this business of trying to deal 
with the problems of housing America. 
The gentlemen who are here are also 
engaged in some portion of these prob
lems. 

I would like to give you the benefit 
of an over-view, something that is af
forded to very few people I suppose, 
the privilege to stand at the top. There 
is great benefit in being at the top
you can not only feel the wind from 
all directions, but you can also get a 
view in all directions. That's the ad
vantage in having made the struggle to 
get there. 

It so happens that for almost a 
quarter of a century I have been dedi
cating my business career as an execu
tive trying to house the American peo
ple in a better way. I was doing it· 
as an entrepreneur-in the private sec
tor-trying to see if I couldn't apply 
the skills and abilities that I had to the 
problems at hand and come up with · 
some acceptable results-both to my
self and my fellow men. 

It has been my pleasurable experience 
over the years to have several thousand 
families occupy houses that I have been 
responsible for. Then, as I became more 
involved in the bigger issues of housing, 
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I found that I was becoming more and 
more active in larger fields than just 
my own community. 

Now I am in a position, I think, 
after a year as Assistant Secretary for 
Housing Production and Mortgage 
Credit and Federal Housing Adminis
trator, to be able to give a fairly ob
jective view of what I consider to be 
the housing picture of the seventies. I 
think it is one that will pay you to give 
heed to, because I presume that you are 
principals, that you are people that 
make decisions, that you are the ones 
that have to establish policies. In so do
ing, you need the benefit of all the 
crystal-balling that you can avail your
self of. So, I am going to do a little 
crystal-balling for you from what I 
consider an informed position. 

First of all, l think you are going 
to have to reconcile yourself to even 
more change than you have had in the 
past decade. Whatever you have brought 
to you at this point in time is going 
to have to be applied to a changing set 
of circumstances caused by things over 
which neither you and I have any par
ticular control. 

One of my good friends, the execu
tive vice president of the National As
sociation of Home Builders, a man 
whom T consider perhaps the most 
broadly gauged individual in the entire 
housing field-from his many years of 
background in it, greatly exceeding 
mine, is Dr. Nathaniel Rogg. Dr. Rogg 
says what we are dealing with is the 
rising level of expectations of great 
masses of people in this country. 

The rising level of expectations. 
Translated it means that people are not 
going to put up with what they have 
been putting up with in the past. It 
means that those institutions and those 
practices and those results which have 
been acceptable in the past will not be 
acceptable in the future. It means the 
people who have not had a voice in 
shaping local, state and federal policies 
have been able to find that voice and 
they have learned how to make that 
voice heard. 

As a consequence, the constituency 
with which you have been accustomed 
to dealing in the past will not be the 
constituency with which you will have 
to deal in the future. So, we find from 
a standpoint of allocation of natural re
sources beginning at the federal level, 
and continuing on down to its ultimate 
dispensation point, that we are going 
to have the input of different ideas 
about how much ought to go where and 
who ought to get what and how should 
it be done. 

That is going to be so pronounced in 
the decade of the seventies, that it will 
to many people appear as if it were a 

· revolution, because the rapidity with 
which it will come about will create 
that impression. Let me illustrate for 
you a few of the specifics of this pro
position. 

Let's start with the one that you 
folks are particularly interested in to
day-land. I think it's fair to indicate 
to you that there is a general philos
ophy developing which goes something 
like this. There are a few things all 
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human beings need in order to survive. 
One of those for instance, happens to 
be water. Therefore we have great con
cern now about the fact that, irrespec
tive of everything else. there is just a 
limited amount of water on this earth. 

When the pioneers in this century 
were able to turn the television cam
era back towards earth from outer 
space and show us that little bitty blue 
marble all alone in the vastness of 
space and recognize that little blue mar
ble was enveloped with a very thin 
sheet of atmosphere somewhere be
tween two and three miles of thickness. 
we became fully conscious of that fact 
that there was only so much air. So 
we are starting to try to do something 
about making sure that the use of 
water and the use of air fits the over
all benefits of all of us. not the particu
lar benefits of 8nyone who just might 
happen to have a plant situated on 
that water. For his purposes it is easier 
to put the waste products from that 
plant into that water or the waste prod
ucts of that plant into that air. 

So, we find the whole environmental 
concept all of a sudden becoming some
thing everybody wants to talk about 
and every candidate is for. Everybody 
that gets into office has had to prom
ise that he is going to do something 
about it and every organized group 
around the country is going to try and 
see that he at least lives up to some of 
those promises. So, we find that word 
which everybody now knows and no
body knew two years ago, ecology, be
come something paramount in our na
tional thinking. 

We are also beginning to appreciate 
the fact that there is no particularly 
unlimited amount of land on which 
people want to live. I have to make 
that very clear to you. We have no 
land shortage in this country. We have 
a shortage of land on which people 
want to live. The fellow that picked 
me up at LaGuardia a while ago and 
brought me was a man who has been 
here in New York for a long time and 
it took an hour and fifteen minutes to 
come from LaGuardia downtown. It 
took fifty minutes to come from Wash
ington up here. 

We obviously had to discuss the prob
lems of why would anybody want to 
live here anyway. When you boil it 
all down-it's simply because they pre
fer New York. As FHA Commissioner, 
I've got seventy-six offices around the 
country. It's a pretty good insurance 
business that we operate . . . eight 
thousand employees . . . insurance in 
force on sixty-seven billion dollars 
worth of mortgages and our reserves are 
on the order of one and a third billion 
dollars at the present time. It is all self 
supporting. It doesn't cost the taxpayers 
a cent. 

But, in trying to staff our New York 
office I find two problems. Anybody 
who has been here for a while doesn't 
want to leave and people who haven't 
been here, you can't pay them to come 
here. All that illustrates is the fact 
that the people want to live together, 
and therefore our crystal-balling of the 

future somehow or another keeps chang
ing. 

I recall standing in the rose garden of 
the White House about four or five 
years ago when President Johnson made 
the statement that by the end of the 
century we would have double our 
population. 

A that time it was about a hundred 
and ninety million people. He was talk
ing about a three hundred and seventy
five million population by the end of 
this century in the last decade. That 
has been constantly revised downward 
and now the more conservative figures 
seem to think it's three hundred million. 
Lately we have been getting some pro
jections that perhaps birth control pro
cedures and so forth and concepts and 
philosophies will come into play, and 
maybe we are only going to have two 
hundred and seventy-five million people 
by the end of the century. 

Perhaps after a while they are going 
to have the rest of us written off, the 
way they keep changing those figures. 
Jn any case, there is a very large in
crease in population going to take place 
in a reasonably short period of time. 
We are concerned about where they 
are going to live. It turns out that 
most everybody agrees, that they are 
going to live where everybody is living 
now. 

That is the reason why we are going 
to expect that the vast majority-say 
seventy-five to eighty per cent of all our 
population growth-is going to take 
place in the existing metropolitan areas. 
Therefore, the crowded are going to get 
more crowded. It's just that simple. We 
don't have a shortage of land, we have 
a shortage of land on which people want 
to live. Less than one and a half per 
cent of the total gross area is covered 
by anything that man put on it. In 
other words, on ninety-eight per cent 
of the land, there's nothing on it that 
man put there. 

There is plenty of land though. So 
the next thought that I bring out you 
might say is pretty strange. But the 
philosophy which is becoming appar
ent and which I think is pretty hard to 
argue against. is that if there is indeed 
that type of shortage of land, then can 
we allow that land to be used just to 
suit the purposes of the person who 
happens to be there? The answer comes 
back no. No more than we could allow 
the man who has his manufacturing 
plant on the river just because it is 
there to continue to dump bis waste 
into the river. Because you know that 
there is a limited amount of water and 
we all have to drink from it so we 
have to control it. 

What this adds up to is, I think, go
ing to bring very significant changes in 
the concepts of how land ought to be 
owned, how it ought to be transferred, 
how the cost of land might be regu
lated and what techniques are required 
to accomplish those things. So the very 
first things that you are going to be 
concerned with are the changes that 
are going to come about in the philos
ophy behind how land is allowed to be 
held and used and transferred from one 
person to another. 
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'There is a great concern for the 
question of how !the money upply of 
this country is gojng to be manipulated. 
I have to use that term manipulated 
lbotll advisedly and pointedly because 
there is no question that the money 
supply in this com1try is manipulated
that it is managed. It is managed for 
specific purposes. We can go way back 
to 11910 when the Congress decided 
that .constantly recurring "bank panics" 
as they were known then, were bad for 
the .country and that omething ought to 
be done about mil.. After a three-year 
study they created the Federal Reserve. 

The purpose of the creation of the 
Federal Reserve was to provide a system 
of assuring liquidity so that banks 
might not be Jike those that created a 
panic which was .causing the problems 
of those days. So we have a system 
designed to accomplish that, and in 
that we also said, well, someone has 
got to manage the money supply and 
you are going to be the ones to make 
certain that the banks have liquidity, 
etc., so we wi!J let you manage the 
money supply. Accordingly, Congress 
gave the Federal Reserve that respon
sibility of saying how much money we 
are going to have. 

Now, we found, nearly two and a half 
decades later, that problems began to 
creep up in the banking industry due 
to the fact that thore wasn't any close 
supervision on their practices. The net 
result was we had the Crash of '29, 
and the subsequent absolute impossibil
ity of maintarning liquidity in the 
banks. The banks without supervision 
had gone out and really done things 
which literally made it impossible to 
keep them liquid and so we had hun
dreds and thousands of banks that fi
nally had to close. 

Then the Federal Reserve realized 
that there was something wrong here. 
They included a much more severe 
auditing and monitoring and supervis
ing and regulating of what banks could 
do and we got the FDIC-type thing 
brought in the very early thirties under 
Roosevelt. So we have that regulation 
of money supply given there. 

Tha<t has grown. We began to come 
out of that. After World War II, the 
Congress decided that while you are 
regulating the money supply, you better 
do another thing-make certain that 
we have full employment, because fif
teen million guys like you and me who 
were in uniform were coming out We 
needed civilian jobs and they said it is 
very important to have full employment. 

But with full employment you get a 
number of derivative factors. One of 
them is that you have got to allow for 
plant expansion because plants create 
jobs. Then you have got to allow for 
capital investment because that is 
needed to put up plants so that you 
can have jobs. But what good does it 
do to have plants and machinery and 
people working there if nobody can buy 
what those machines and workers are 
producing? Then you get into the con
cept of consumer credit and the fact 
that we have to allow that to expand. 

You can see how a whole series of 
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policy decisions stem from one charge 
from the Congress-use the money sup
ply to insure full employment. 

Prior to World War II there was no 
such thing as the home building indus
try in this country. Actually in 1941 
only forty per cent of the people in the 
country owned their own homes. The 
total housing stock in 1940 was only 
thirty-five million units. We only had 
about a hundred and twenty-five mil
lion people then too. We found that 
there was really no organized building 
industry. The emergency of trying to 
house millions of soldiers and sailors 
and marines created a concept of hous
ing production that carried over into 
the post-World War JI period with the 
beginning of such industry-wide names 
as Bill Levitt, etc. They truly demon-
trated that an organized home building 

industry could be brought about. 
All of this just happened without any 

appreciable recognition by the Congress 
that it took place in addition to meet
ing the money needs of commercial 
banks for plant expansion, for capital 
investment for plants and machinery, 
for programs for hiring people, and fi
nally for programs that allowed con
sumers' credit to expand so that the 
products can be bought and so forth . 
Really there hasn't been anybody who 
has given a lot of thought to the 
money problems or the money needs in
volving long-term investment. 

There is no real policy involving 
long-term investment. About the only 
thing we have is that certain types of 
long-term borrowers, mainly state and 
local municipalities, can issue bonds or 
long-term obligations and the interest 
rates on them will not be subject to 
federal income tax. That's about as far 
as we go. We haven't really turned 
around and tried to see how we are go
ing to finance the housing needs of the 
people in this country. 

That great deficiency must be over
come. That gap in policy in the insti
tutional setup must be eliminated so we 
are going to find that the manipulation 
of the money supply of this . country 
will now have to be cranked into it, a 
concept that addresses itself to the 
problem-how do you assure an ade
quate amount of money, investment 
money being channeled into the fields 
of municipal and state bonds as well as 
for mortgages? We don't have it and 
so it is going to have to come. The 
reason it is going to have to come is 
because five times in the twenty-five 
years since World War JI was over, 
we have had periods of tight money. 
Those tight money periods have re
sulted in a tremendous reduction in the 
production of housing for the people of 
this country. 

This took place at a time when two 
other things were happening. One was, 
and is, an ever increasing number of 
people in the country that need hous
ing, and secondly an ever increasing on
slaught on the existing inventory of 
housing to reduce it. Reduction of the 
current inventory of housing is taking 
place at an annual rate of close to 
seven hundred thousand units a year. 

This means that you would have to 
just stand still and be able to build at 
least seven hundred thousand to keep 
up with where you were. 

It's urban renewal. It's termites. It's 
fires. It's obsolescence. It's abandon· 
ment. It's vandalism. It's all these 
things collectively that are taking away 
a huge portion of our housing stock 
each year at a time when our popula
tion is ever increasing. Our family for
mation rate is up thirty per cent over 
what it was four years ago. We were 
less than a million per year net new 
family formations four years ago. We 
are over a million three hundred thous
and now. 

We are getting the benefits of all that 
post-World War II baby boom which· 
hit the first grade about 1951 or 1952 
and worked its way on up through the 
universities now and out into the job 
markets into the apartment field . Then 
from the apartment field beginning 
about 1973, they are going to move 
into the home ownership field. That is 
the natural course of events as the na
ture of our population changes and 
moves along. We find an ever mount
ing need for housing, a constantly in
creasing attrition rate for housing, and 
a failure to adopt national policies that 
would insure an increasing supply of 
housing. 

We are going to have to have some 
national policies that will change all 
that. We have to change it because 
housing is not something that you can· 
either do with or do without. People 
want to live with their in-laws only so 
long and then they look for a place of 
their own. With this rising level of ex-· 
pectations as Dr. Rogg spoke of, we 
have got to have a solution to the hous
ing problems of millions of families 
that is going to give results better and 
quicker than many people in this coun
try will be comfortable with having. 

I know you get the import of the 
words, meaning that about ninety per 
cent of the people today living in this 
country happen to live in a fairly de
cent home in a fairly decent location. 
I dare say that everybody in this room 
and perhaps just about everybody you 
know lives in a comfortable home in a 
decent neighborhood. Your kids go to 
decent schools and you have decent 
recreational activities available to you 
and so on and so forth. It is hard to 
get you excited about the roughly ten 
per cent of the families in the country 
that don't have that type of situation. 
Jn order to help meet the needs of that 
ten percent, which incidentally is grow· 
ing daily as we move through the in
flationary cycle we are now in, we re
quire changes more rapidly than most 
of the ninety per cent are going to be 
comfortable with having take place. 

But it must come. It must come be
cause it is very much like, I suppose, a 
quarter of an ounce of lead which 
might be contained in a small projectile 
known as a bullet that could be lodged 
in a two hundred pound man and in a 
critical place. Against his total weight 
that quarter of an ounce isn't much, 
but the quarter of an ounce can, of 
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course, kill a man. So we can't judge 
the severity of our problem of trying to 
house America by the fact that numer
ically, percentage wise, not so many 
people are affected. 

We have seen it starting with Gov
ernor Kerner's Commission Report on 
the Riots in 1967 Detroit, coming on 
through to '68 / '69. We have seen the 
net affect upon our cities of frustrated 
people who don't see any way of work
ing out of the hold that they are in. 
They don't see that this system and this 
society holds any promise for them to 
get on in the action, and to get the 
b"enefits of what this country is giving 
to them. 

As a consequence they become frus
trated and when you become frustrated 
you .lash out because you know no 
other way of making yourself heard or 
expressed. When that type of situation 
comes, then the ninety per cent who 
are complacent about things are the 
most defenseless portion of our whole 
civilization because they are not orga
nized to do anything about it. We really 
aren't. You New Yorkers are not or
ganized to defend yourselves when your 
garbage workers decide to strike. lf you 
lived out on a farm you could just dig 
another hole and bury the garbage in 
it. You can't do that in New York. 

When your firemen or mail workers 
go out on strike, a very small part of 
that group which renders some essen
tial service drops out, then civilization 
as we know it becomes something that 
is pretty difficult to live with. The na
tion can't afford not to address itself to 
the problem of how we are going to 
offer a chance for every American 
family to get in on the action . . . to 
be able to have the expectation that 
within a reasonable period of time, he 
too can have a decent home and a 
suitable environment within a reason
able distance from his work and his 
daily activities. 

That is what they expect-that the 
rising level of expectations will be ful
filled. You may sit back and say that's 
bad. It's not bad, it's the thing that 
makes this country. great. We have to 
promote that which our founding fa
thers proclaimed our country to be-a 
land of opportunity and a land of free
dom. The Declaration of Independence 
says that "we hold these truths to be 
self evident that all men are created 
equal." We either believe that or we 
don't. 

We started this country on the prem
ise that we do. I suggest to you that 
one of our greatest failings is that in 
practice we don't. If we don't adjust 
our practice to the concept then we 
are doomed to failure. That is why this 
nation cannot afford to ignore the 
housing needs of the people of this 
country. 

In the whole scheme of how we are 
going to get around to making these 
changes, let me just touch on one or 
two small items of legislation that are 
beginning to point the way. 

One of them is the fact the President 
has created a Presidential Commission, 
if you will, on Financial Institutions in 
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order to examine the role in one of 
our areas of concern-investigation. 
This Commission is to examine the 
role of the use of money in this coun
try to provide mortgage money for peo
ple who need to have a place to stay. 
Out of that we fully expect there are 
going to be some significant recommen
dations for change. 

The Congress has addressed itself to 
the problem of how to provide some 
assistance, material assistance, a form of 
subsidy to people who are trapped in 
something not of their own making. If 
it were your business instead of their 
personal income that was so badly af
fected then you would scream just as 
loudly as they do at the inequity of 
having national policies which have the 
net affect of causing the cost of an 
essential item of their personal budget 
-housing-to accelerate at a much 
greater rate than their ability to meet 
those payment. I am talking about tight 
money, a necessary by-product of the 
poor fiscal planning of the past. When 
you are in a battle for inflation, there 
is only one tool that we now have that 
we can use. This is to decrease the sup
ply of money, which makes it tight. 
When you decrease the quantity of 
anything you increase its price and 
therefore, tight money and high money 
go hand in hand. 

When the cost of the money gets 
up, then people can't afford to get a 
necessary product. Because of no fault 
of theirs, no policy of theirs, no deci
sion of theirs, they can't afford a de
cent place to stay and they look to their 
government to do something about it. 
The Congress responds, the Congress 
provides programs. I'm here to tell you, 
as the man who is administering those 
programs, that they are totally inade
quate. 

I'm here to tell you that they are 
neither broad enough in scope nor are 
they administratively possible to do 
equity to all the people who have a 
rightful claim for the use of their pro
grams. I, as a Federal administrator, 
am in the ridiculous position of trying 
to be Solomon on thousands of cases 
every day. The simple truth of the mat
ter is that we have equally qualified 
people on the order of three who do 
not get benefits of the program to 
every one that does get benefit of the 
program. What is equitable and just 
about that program that says that three 
of you cannot benefit from the pro
gram, only one of you can and you 
are all equally qualified? 

The scope of the program isn't at all 
what it should be. Neither are the basic 
concepts behind the program. I'm going 
to speak frankly-my political affilia
tion happens to be the cause of hous
ing. It has been my privilege to work 
with President Johnson. It is my privilege 
now to work with President Nixon. I'll 
tell you that my personal commitment 
is to the cause of housing the American 
people and that neither political party, 
nor Congress has yet seen fit to come 
up with what I consider an adequate 
total approach to housing the American 
people. 

There is hope that it is going to be 
done within the Department of Housing 
and Urban Development under the 
leadership of one of the men whom J 
consider certainly the most outstandimg 
man in this generation, who has moved 
through the fields of both private en
terprise and now in public service, 
George Romney. We are organizing 
within our department and coming up 
with programs which will be processed 
through Administrative channels, ulti
mately through legislative channels, that 
will deal significantly with the prob
lems that have not been dealt with, ex
cept on a piece meat basis, in the past. 

I hope you recall the import of my 
j,ntroduction, about how I am responsi'
ble for college housing and nursing 
homes and non-profit hospitals and mil
itary housing and civilian housing and 
elderly housing. It all adds up that I 
have got at least forty-two different 
housing programs to administer plus 
eight more that don't involve housing. 

I made a proposition when I got to 
HUD. I said if anybody on the staff, 
that's seventeen hundred people there 
on the staff in Washington-if anybody 
here can explain all these programs to 
me, I'd like to buy his dinner tonight. 
I haven't had to buy amybody dinner 
yet. You even read that nine foot shelf 
of books which we have which contains 
our regulations on the programs, and 
nobody can understand all of them. 

We made a proposal' which would re
duce forty-two housing programs down 
to four. I figured if we could get it to 
four, I could understand them. If I can, 
you can and the public can. What we 
have now, I repeat, is simply a patch
work of a tremendous number of unre
lated efforts dealing with a total prob
lem. The result is what you would ex
pect. 

As the Congress begins to express its 
concern for the ability of people to be 
housed they have worked their way into 
something on which I'll conclude. We 
have under the 1970 Emergency Hous
ing Act a law, section 701 of that act, 
which deals in two paragraphs with 
something which I think is going to be 
pretty important to you. It has to do 
with this whole subject of closing costs. 

You know that the service that you 
provide is a vital service-vital to both 
the investor and the purchaser alike. 
You know that that charge for your 
service is what we have included in a 
category of items which we call closing 
cost on mortgages. You may not be 
familiar with the fact that the Con
gress told Secretary Romney and the 
VA Administrator, "You guys get tl!l
gether immediately and 'i:ome up with 
a plan that will help to standardize clos
ing costs for your housing programs ac
cording to the different facets of pro
grams," because we have multi-programs 
and VA doesn't. 

We have a rental and the VA doesn't. 
Standardize for your programs within 
the geographic areas in which they op
erate. Examine closing costs. Publish 
them and do so after you have deter
mined that is a reasonable closing cost. 
This is the first thing. At HUD we 
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have got to get together with the VA, 
which we are doing, and we will find 
out what is reasonable and standardize it 
and that is all that we are going to al
low. 

We did a study on this in the FHA, 
one was done by my predecessor or
ganization, the HHFA, which Dr. 
Weaver headed before it became the 
Department of Housing and Urban De
velopment. The previous study was done 
in 1965. The latest one we have done 
was in 1969. From the 1969 figures 
we found that on a typical twenty
thousand dollar mortgage, we found 
that the closing costs ran all the way 
from one and a half per cent on the 
sale price in San Antonio, Texas, to 
three and a half per cent in the Balti
more / D .C. area. What is two per cent? 
Two per cent is four hundred bucks. 

Why should it cost four hundred dol
lars more in Baltimore than in San 
Antonio to go through exactly the same 
transaction? The Congress said it 
doesn't seem right, so VA and HUD 
will get together, find what is reason
able and do something about it. But, 
furthermore, Congress said, you fellows 
get together and do the study and re
port back to us by July 24, 1971, which 
is one year from the date of enactment 
of the legislation. Report back to us on 
your recommendation to do two things: 

The first thing is how we can re
duce those closing costs. First, they 
said, just standardize them. Now the 
charge is how can we reduce them and 
recommend such legislative and admin
istrative acts that need to be taken to 
reduce the closing costs. 

The second part says to standardize 
them for all geographic areas, which 

means that the title insurance in Balti
more and the title insurance in San 
Antonio are expected to cost the same. 
I know the various ways in which title 
insurance is written. Some of you have 
very close state supervision, some of 
you don't have quite as much state 
supervision. This may require some Fed
eral legislative direction. 

I can tell you that it is going to rep
resent change, gentlemen. We don't 
know what the answers are going to be. 
We don't know whether one and a half 
per cent in San Antonio is too low. 
We don't know for sure that three and 
a half per cent in Baltimore is too high. 
We are perfectly willing to study the 
situation because I am profit-motivated , 
private-enterprise oriented, and if I ever 
get to the point that I'm not , I'm walk
ing out of that HUD building and 
heading back South again. We recognize 
the fact that we want to confer with 
representatives of this association and/ 
or prominent companies who are in
volved in the business of title insur
ance to make sure that we know all the 
facts so we act neither arbitrarily nor 
capriciously. But, act we will and act 
we must. 

The deadline of July 24, next year is 
a congressional deadline. The other 
ones, the first one I told you of, is 
when we get together with the VA on 
how to make a reasonable charge and 
it doesn't have a deadline but they ex
pect it to be done now and we are 
proceeding to do it now. Your govern
ment has a sense of responsibility to 
the consumer which in times past they 
could safely and politically ignore, but 
which they cannot now for the rea
sons that I have mentioned . 

The consumer has more than one 
Ralph Nader. There are many organi
zations who now pick up the voices of 
the poor, the unorganized . The ones 
who don't have trade organizations, or 
lobbyists, they now have them. Their 
voices will be heard ; changes will be 
made. The challenge of housing Amer
ica in the seventies is going to be a 
problem, but I think it is one that you 
will enjoy. It is one I have to, when I 
talk to my friends say, how do you feel 
about what there is to be done in the 
government? I simply tell them, if I 
didn't like it, I wouldn't be there . 

It is a tremendous problem, a tre
mendous challenge, a tremendous op
portunity-the opportunity to make 
America live for what the men who 
gave their lives, their fortunes and thefr 
sacred honor to make it something. 
They were men who committed their 
all to offer to this country that bright 
promise that it affords to everybody. 
We have got to continue that promise. 

I think that if we can indeed create 
within the next decade complete free
dom of opportunity for anyone to live 
where he chooses, according to his own 
ability to do so economically and 
otherwise, complete freedom of oppor
tunity to live where he wants to be
cause he has meaningful choices of 
where he will live, that we will have 
moved a Jong way towards assuring the 
fact that, as we begin the third hun
dred years of this country's existence, 
that we will have it on the same sound 
footing that ta rted the first hundred 
years. 

Thank you. 

Fannie Mae-Lady on a Tightrope 

Oakley Hunter 

President. Federal Natio1111/ Mortgage Associ11tio11, Washi11gto11, D.C. 

W bile the world is being turned up
side down by conflict and con

frontation of every sort, the housing 
and home finance industry, on the sur
face at least, appears to be going about 
"business as usual." 

But behind this tranquil facade, im
portant things are happening-and not 
all of them are recognized by the in
dustry as being as important as they 
are. In fact, as I survey the housing 
scene in the closing months of 1970, I 
believe housing may be entering a 
whole new era, and I am not sure the 
housing industry realizes it. 

I do not believe, for instance, that 
any of us have fully analyzed the im
pact of off-site construction of housing, 
whether it be modular construction , 
manufactured housing, mobile homes, or 
whatever name you call it. 

Neither, I believe, have we recog
nized what the environmentalist move
ment means to us. In this area, par
ticularly, I believe we should take a 
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long, forward look at what the future 
holds for housing and take some action 
now to see what is down the road. 

It is undoubtedly true that we are on 
a national environmental binge exud
ing too much emotion and too little 
reason. The environmental passions 
will most certainly cool with the passage 
of time and the reconciliation of theory 
with practice. But even so, the serious en
vironmentalists-and they number among 
them some of the leading public officials 
and social and physical scientists in the 
world-will still be with us. And they 
will have a much stronger reservoir of 
public support than they ever had. 

Some idea of the depth of the public 
commitment to Qrotect the environment 
can be gained by surveying some of 
the activities of various committees 
and subcommittees of the Congress, a 
number of which are going into en
vironmental problems in depth. 

The National Environmental Policy 

Act provides a framework for the op
eration of the National Council on En
vironmental Quality. which previously 
had operated under the sanction of an 
executive order. 

Russell E. Train, who heads the 
Council on Environmental Quality, has 
listed at least two priority items which 
are of importance to the housing in
dustry : incentives for solid-waste recy
cling and land-use planning. 

When we talk about producing 2.6 
million new housing units a year, we 
are immediately confronted with the . 
latter question, because in many parts 
of the country it is easier and more 
profitable for the developer to build 
mile upon endless mile of monotonous . 
single-family residences than it is to de
velop planned unit projects or coopera
tives or condominium apartments with 
higher density. 

Since we are going to run out of 
useable land eventually. it obviously 
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would be better to evolve some sensible 
land-use policies now-before !he na
tion is covered coast-to-coast with sub
divisions. 

And while increasing attention is be
ing paid to the adverse environmental 
effects of the highway construction in
dustry, little has thus far been said 
about the housing industry. While ob
viously housing will never approach the 
highway construction industry as a de
stroyer of topsoil and natural beauty, it 
is not inconceivable that some day pub
lic pressure-or legal sanctions-may 
f.orce us to fit the housing to the land 
instead of restructuring the land to fit 
the housing. 

(Jn this connection, the Senate has 
Fecently passed by a 51 to 0 vote a 
bill which would permit the use of high
way trust funds for the construction 
of highways in a manner which would 
"avoid, reduce or overcome any ~?vers.e 
impact on the environment. . . . Is 1t 
possible that in some future year we 
may find environmental protection 
clauses in local building regulations or 
even Federal laws requiring that hous
ing design be such that the environ
ment is protected?) 

The extent to which environmental 
concerns have reached the local govern
ment level can be seen by embargoes 
placed on new construction in areas 
where there is inadequate sewage treat
ment capacity for the new population. 
The Homer Hoyt Institute, in a study 
-commissioned by the Home Builders 
Association of Washington, indicated 
that a one-year embargo in three popu
lous suburban counties of Washington, 

· D.C., would result in a construction loss 
of $366.4 million and a loss in all levels 
of econor'nic activity of $1.6 billion. 

While these figures show the enor
mous costs of a homebuilding embargo, 
they also put in better perspective the 
cost of taking whatever actions are nec
essary to assure that we provide nec
essary housing without degrading the 
environment. Jn other words, the cost 
of sewage treatment plants is a pit
tance compared to the economic loss if 
homebuilding should come to a halt. 

Clearly, homebuilding must pay some 
attention to the environment, and in the 
course of this-either in this generation 
or the next-we may even have to dis
card or modify the notion that every 
American should have his own home on 
a separate plot of ground . As Mr. Train 
recently said, we may have to change 
our life style. 

But enough about environment
there is, after all, a limited amount that 
FNMA can do directly to increase hous
ing's awareness of and respect for en
vironmental problems. 

But there is much that we can and 
are doing about providing funds for the 
industry. 

FNMA was first chartered in 1938 
under legislation enacted by Congress to 
stimulate housing. The portfolio reached 
$1 billion in 1957, and in the next 10 
years grew to $5 billion. Because of the 
nation's housing needs, it then took only 
two more years for FNMA's portfolio 
to double to $10 billion in November 
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1969. Less than a year later, in Septem
ber of this year, om portfolio passed 
$15 billion, and at our current rate of 
growth we will hit $20 billion next 
year. The reason for FNMA's dramatic 
growth recently is very simply that 
housing needs have demanded it. 

FNMA was graduated from the ranks 
of Federal agencies in 1968 when it was 
decided that the corporation could oper
ate at a more effective volume outside 
the constraints of the Federal budget. 

This transformation of Fannie Mae to 
private status was completed in 1970. 
FNMA is now a publicly held private 
corporation with its stock traded on 
the New York Stock Exchange. And her 
$15 billion mortgage portfolio makes 
her one of the 10 biggest corporations 
in the United States in terms of assets. 

Generally speaking, anything FNMA 
can do to get more money into hous
ing will help the housing industry, but 
what is a mystery and source of con
fusion to most people is the question 
of how she does this. 

Simply stated, FNMA goes out in 
the capital markets and borrows money 
-just as do business corporations, lo
cal housing authorities and urban re
newal agencies across the country. 
(These borrowings have been running 
at the rate of $75 to $100 million a 
week in new debt for 1970.) Thus, as 
her public purpose, she turns around 
and spends this money purchasing 
mortgages from institutional lenders 
(commercial and mortgage banks, sav
ings and loan institutions, mutual savings 
banks, I ifc insurance companies, etc. ). 

One of the unique characteristics of 
FNMA is that she is in the market 
borrowing money and buying mortgages 
during times of credit stringency, when 
most mortgage lenders are out of the 
market. This is how she fulfills her 
"public purpose": she stays in the mar
ket even when it would seem to be 
more profitable to retrench. 

Two conflicting forces keep FNMA 
in a state of equilibrium. On the one 
hand, there is the pressure on behalf of 
the stockholders to buy only as many 
mortgages as can be bought at a 
"good price," thus helping to enhance 
the corporation's profitability. 

On the other hand , there is the pres
sure from the housing industry to 
pump more and more money into the 
industry with minimal regard to the 
economic factors. 

These two factors make Fannie Mae 
a lady on a tightrope-she must act 
like a private corporation, which she is, 
but she must not forget her public pur
pose. 

But even this conflict is largely il
lusory, and the two apparently oppos
ing forces can in fact be proven to be 
complementary. The reason for this is 
that FNMA's ability to respond to the 
needs of the housing industry during 
periods of tight money depends en
tirely on her ability to borrow money, 
and her borrowings in turn are limited 
by the amount of invested capital. The 
ability to attract investment capital
to get people to buy or hold stock in 
other words-is in turn limited by 
her ability to show a profit. 

Looking at it from the other side, 
FNMA's ability to sustain the housing 
industry during a sustained period of 
credit stringency could be limited in 
some future time by her ability to sus
tain short-term losses, and this ability 
in turn might be limited by the re
serves developed during periods of prof
itable operation. 

An integral part of our operations 
is a continuing search for new ways to 
attract new funds to the housing in
dustry. FNMA itself is a "new way" 
because by borrowing money from a 
wide variety of money market sources, 
we are able to put money into mort
gages that would not otherwise get there. 

Our search for new sources of funds 
has also resulted in the issuance by 
FNMA of $1 billion-worth of new 
mortgage-backed bond-type securities. 
To back up these securities, we have 
set aside a pool of FHA and VA mort
gages at least equal in value to the 
amount of the bonds outstanding. These 
mortgages are pledged as secmity for 
the bonds. In addition, the Govern
ment National Mortgage Association 
gives the mortgage-backed bonds a 100 
per cent "full faith and credit" guar
antee of the United States Government. 

The mortgage-backed bond-type se
curities are intended to appeal to pen
sion funds , trusts and other kinds of 
funds which are ordinarily not attracted 
to the mortgage market and which 
want the added security of the Federal 
guarantee. 

I have limited myself thus far to 
consideration of FNMA's purchase of 
FHA-insured and VA-guaranteed mort
gages, but with the passage of the 
Emergency Home Finance Act of 1970, 
a whole new vista of operations is 
opened up to us. And thus another new 
development takes place on the housing 
scene. 

Jn that law, signed by President 
Nixon on July 24, 1970, FNMA is 
authorized to buy-for the first time 
since 1948-mortgages that are not 
backed by the United States Govern
ment, the so-called "conventional" mort
gages. This new authority of FNMA 
may have more impact on the business 
of title companies than is apparent at 
first blush. 

The historic relationship between 
FNMA and member title companies of 
the American Land Title Association 
has been perhaps more fundamental 
than many persons realize. It may even 
be said that FNMA, since its inception. 
has been directly responsible for a sig
ficant portion of the growth of the title 
industry. As a national marketplace for 
mortgages, FNMA early realized that 
good business practice dictated that we 
should require title insurance. Since in 
an increasing number of instances the 
sale of a mortgage is no longer a local 
transaction between parties that have 
already established a business rapport, 
the employment of title insurance helps 
to put the transaction on a uniform 
sound foundation and assures FNMA. 
or any other investor, that the titles . be-
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hind its security are as sound as possi
ble. 

Our relationship, additionally, seems to 
be on the incline. A requirement for 
title insurance will also be included 
among FNMA's forthcoming policies 
and procedures for our purchases of 
conventional mortgages, beginning early 
in 1971. And although our volume of 
purchases in these mortgages may not 
rival our recent FHA-VA volume in 
the foreseeable future, nevertheless the 
groundwork is laid for the continuation 
of your part in the protection of our 
assets-and I might add that these as
sets of ours currently exceed $15 billion, 

so you can see that we rely heavily on 
the service you furnish. 

An additional item that I believe will 
interest you is a proposal we now have 
under study. The sugge tion has been 
made-and we are examining its mer
its-that FNMA establish and publish 
certain items of title exceptions to 
which FNMA will not object. The title 
company then could be responsible for 
examining the records and documents 
and could certify to the mortgages and 
to FNMA that there are no exceptions 
other than those which are unobjection
able. These guidelines might be some
what on the order of the present sec-

tion 203.389 of the FHA Home Mort
gage Regulations that deals with 
"Waived Title Objections." This is the 
section that codifies the old FHA Gen
eral Waiver Letter dealing with ease
ments and encroachments on land ti
tles. The title companies are the lo
gical people to perform this service for 
lenders and investors, and we think now 
that the service could increase the speed 
and efficiency of the whole mortgage 
transaction. FNMA itself would benefit 
by having one fewer operation to per
form and an additional specific service 
could be made available to investors and 
to the public by title companies. 

Money, Mortgages, and Interest Rates 

Robert H. Pease 

President, M ortgage Bankers Association of America 
Senior Vice President, Draper and Kramer, Inc., 

Chicago, Illinois 

I t is indeed an honor and a real plea
sure to be with you. The mortgage 

bankers a nd the title officers have 
worked together very closely for many 
years and I appreciate the opportunity 
lo be with you this morning. 

One example of how the ALTA works 
with MBA was the luncheon that Al 
Long and I had together about a year 
ago. We had a few problems between 
the two organizations as to what we 
were doing that you didn't want us to 
a nd visa versa. It seems to me that 
there are only two major problems in 
business-one is people and the other 
is communication. 

Al and I proceeded to solve both of 
these with the result that you have a 
Liaison Committee. Bob Bates of Chi
cago Title is chairman of your group 
and Ray Henson with a small mort
gage company in Chicago, is chair
man of our group. 

It has been a very effective commit
tee a nd an important committee, thus, 
I trust that they will continue. A small 
group like this working together can be 
very effective for both our organizations 
because it will prevent small things 
from growing into big disagreements. 

Let me give you one prediction-to 
think about for the year a bead: 

1) There will be no major life in
surance company actively engaged in 
the mortgage market; 

2) The savings and Joan associa
tions, by the middle of the year will 
have net withdrawals in excess of one 
billion dollars-net withdrawals; and, 

3) The bond market will be in a 
virtual stale of collapse-by that I mean 
the sale of bonds will only be made 
under extremely favorable buyer condi
tions. 

If that isn't enough , the stock market 
will drop three hundred points on the 
Dow Jones Industrial Average. 

Interesting, yes, because I have 
tricked you. Had I been here a year 
ago, that is the prediction th at I might 
have made and had you heard the pre
diction at that time, I think you would 
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have felt that your business was going 
to be in a state of collapse. I would 
tell you that during that time two things 
have happened: 

1) The title business has been slow 
in many places, it has not been too 
bad in many, in some places it has 
been pretty good; and 

2) During that year mortgage busi
ness has been eighteen per cent greater 
in volume than it was in the previous 
twelve months. Much of this I must say 
is due to Oakley Hunter and his asso
ciates. Without Fannie Mae, the mort
gage market and the home market would 
have been a total and complete sham
bles. 

Where are we now? In the last four 
months, the mortgage market has had 
the most dramatic changes that I have 
seen it have in really the last twenty
five years. I am not going to give you a 
lot of figures, but I am going lo give 
you a few. 

In July of 1969, the savings and Joan 
associations in this country had a net 
withdrawal of one billion, one hundred 
million dollars. One billion dollars net 
loss in savings deposits. In July of 
1970, those identical institutions had a 
net gain of six hundred million dollars. 

Mutual savings banks in October of 
1969 had a three hundred million dol
lar increase in the year I 970. One year 
ago, they had a hundred and fifty mil
Ion dollar loss. This mortgage avail
abi lity by savings and loans has had the 
most dramatic change in these past 
ninety to a hundred and twenty days 
tha t we have ever seen . 

By far the best source of money to
day certainly in the home loan field 
are savings and loan associations. 
Mortgage bankers are selling more loans 
to savings and loans than they ever ha ve 
in their entire history. 

Mutual savings banks out ide of New 
York City have had a very good June
July-August-September. Mutual savings 
banks are returning to the market, the 
mortgage market aggressively and l 
think from all signs that they a rc go ing 

to stay with the purchase of particularly 
FHA home loans, a very aggressive plan. 

Pension Funds-You need only to 
look at the bond market for the last 
fifteen months and know what has hap
pened to pension funds, they have been 
out of the mortgage market. 

They started to come back in mid
July, and stayed in in August and Sep
tember. r think that the pension funds. 
appear to be definitely increasing their 
purchase of mortgage loans. 

Commercial banks made a commit
ment to Secretary Romney in February 
that they would pul one billion dollars 
of new money into home mortgage 
money lending in the calendar year of 
1970. They are honoring that com
mitment. 

The trust departments of commercial 
banks are starting back into the mort
gage market. 

We have only one sector really that 
is a problem and that is life insurance 
companies. Life insurance companies 
are ti ght and I think they will stay 
tight as far as the availability of money 
is concerned throughout 1970, perhaps 
into the early spring of 1971 . They have 
money for real estate investments, joint 
ventures, what we call kicker deals, but 
they are out of the home mortgage mar
ket. 

Their problem is very simple to ex
pla in and very difficult to solve . Jn 
1960, policy loans of life insurance 
companies amounted to five billion two 
hundred million dollars. Ten years later 
in 1970, policy loans amount to fifteen 
and a half billion dollars. What does 
this mean in the mortgage market? 
From 1965 to 1970, the last five years 
the net increase in conventional loans 
by life insurance companies has been 
a lmost exactly eight billion dollars. 

From 1965 to 1970, the net increase 
in policy loans by li fe insurance com
panies, is eight billion dollars. This is 
what has happened to life insurance 
companies. They have had this dis-in
termediation and don't believe what we 
are talking about. Until that stops, they 
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are talking about. Until that stops, they 
will not be back into the mortgage 
market. 

Tt looks to me like this dis-intermedi
ation has stopped with life insurance 
companies. August was better from the 
policy loan standpoint. September was 
considerably better, and it appears that 
at least for the time being if the bond 
market does not rear up again, that 
the policy loan situation will be under 
control. 

As far as mortgage rates are con
cerned T would make the guess that 
mortg;ge rates are not going to go 
down for the balance of '70 and well in
to '71. I think they will stay where 
they are. A quarter of a point ri e is 
possible, but anything more than that 
l think is unlikely. 

The reason is simply the competitive 
situation in the investment market. If 
you want any key to mortgage rates, 
pay attention to the bond market. The 
whole question of buying mortgages is 
whether or not you can get a better 
yield in mortgages than you can in 
bonds. The spread between the yield on 
bonds and the yield on mortgages will 
determine the amount of money that 
flows into the mortgage field. 

The first six months of this year we 
had a negative yield as far as mort
gages were concerned. You could get a 
better yield out of bonds than you could 
out of mortgages. Actually this spread 
ought to be about seventy-five to a 
hundred and twenty-five basis points in 
·favor of mortgages. Jn other words, the 
mortgage must yield from three quar
ters to one and a quarter per cent more 
than a bond in order to be competitive. 

Your problem with interest rates is 
simply this-the pressure that exists 
with finances, the schools, the factories, 
the businesses of this country is so 
great that until that pressure is with
drawn, competition for money will 
continue to hold up rates. The days of 
six per cent money, I don't think you 
are going to see very soon. I don't 
think you are going to see very much 
of seven to seven and a quarter 
per cent money in the mortgage market 
before at least a couple of years. 

Let me give you a couple of short 
figures: 

1) The average monthly corporate 
financing in the bond market in 1969 
was slightly over one billion dollars. 
Corporate financing each month w~s 
one billion. What is it in 1970? It 1s 
not one billion, as a matter of fact, 
it is over two billion dollars. You had 
a hundred per cent increase in your 
corporate dollars. 

2) Plant and equipment in 1963 to
taled thirty-eight billion dollars-a tre
mendous amount of money, until you 
compare it with 1969 and then it was 
eighty-three billion dollars. You talk 
about pressure on markets, this is what 
is cau ing the pressure on your invest
ment market. 

In September of this year, in the 
municipal market, state and local issues, 
not federal, just state and local had 
one and a half billion dollars more in 
'70 and '69. That seemed like a lot 
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until the first week in October-in that 
one week alone you had a billion dol
lar increase in '70 over '69. 

So when you talk about interest rates 
I say to you tell me what is going to 
happen to the pressure on the security 
markets and I think you will get a clue 
to what is going to happen to the mort
gage market. 

Baltimore Gas and Electric-865 
Texas Power and Light-869 (they 

had a new issue yesterday of Texas 
Electric Service 873) 

When you get those yields in triple A 
corporate bonds, don't look for mortgage 
rates to decrease very much. 

The question is whether FHA rate is 
going to go from eight and a 
ha lf to eight per cent. I would tell you 
that T hope that it does not go down. 
I would also tell you that I am sure 
that Secretary Romney is having more 
pressure on him than probably any single 
man in Washington from a political stand
point. It is a question of how much re
sistance you can put up against some 
pretty important political pressure. 

I would caution you that the function 
of rate is to produce the greatest flow 
of money into the market that you can. 
If you reduce the FHA rate to eight 
per cent, you'll drive the discount back 
down to about ninety-four. When you 
drive the discount to ninety-four I be
lieve that you will retard the flow of 
money into the mortgage market. T hope 
that the Secretary can be as tough as 
J think he is and leave the rate where 
it is. 

My guess is you'll find out within a 
week. If this doe n't happen within a 
week, then I think the political advan
tage by changing it would have been 
lost and it would probably be contingent. 

Oakley gave you an excellent descrip
tion of Fannie Mae. Let me remind 
you just of one thing. Fannie Mae is 
now a private company-with a public 
purpose. The amount of money that 
Fannie Mae has poured into the mort
gage market has been the one thing 
that has sustained the home buying in 
this country during a very difficult pe
riod. The auction system is a completely 
free market system-one hundred per 
cent a free market and the reach is 
determined by competitive bidding and 
T think it is about as good a device as 
has ever been found to have a free flow 
of money into the mortgage market. 

Ginnie Mae, I think will prove to 
be one of the greatest vehicles for 
mortgage financing in the home field 
that has ever been devised. I went down 
to a life insurance company two weeks 
ago and T was talking with the head of 
the investment department. He said. "Bob, 
what is this about Ginnie Mae, I don ' t 
really understand it?" He said, "Why 
should we buy a Ginnie Mae loan?" 

I said, "Okay, at the present time 
when we sell you an FHA loan, what 
do we do? We write you a three page 
letter telling about the borrower, the 
property, about the location, about the 
construction. You process that letter 
through your mortgage department and 
you have a meeting and you is ue a 
committment and we discuss the terms 
of the committment and we finally buy 
it. 

"We send you a credit report on the 
borrower, we send you a complete ap
praisal on the property, three pages in 
length. We send you photographs of the 
properly and the location. After we 
have finally decided to make tfle deal', 
we then send you a packet about that 
thick with mortgage papers. 

"The next day we send you a packet 
about that thick of insurance papers. Now 
we are going to talk about Ginnie Mae. 

"When you are going to buy five mil
lion dollars worth of loans, what do we 
send you-we send you a certificate 
about that size and that certificate says 
you own five million dollars of Ginnie 
Mae loans guaranteed by the face and 
credit of the United States government 
-and that is all. 

"What does that little certificate cost 
you? It costs you six basis points." He 
said, "Do you mean to tell me that. w~ 
could buy Ginnie Mae loans and ehm1-
nate all of the red tape for six basis 
points?" I said, "That is exactly the 
case." 

That insurance company issued a let
ter to their correspondents about five 
days ago saying that hereafter their 
purchase of FHA loans would be in 
the Ginnie Mae field. For those of you 
who are not familiar with it, I urge you 
to make your mortgage bankers and 
your financial people in your commu
nity aware of it. lt's a great vehicle. 

As far as the mortgage banker is 
concerned, let me give you just a couple 
of figures that I think will be of con
siderable interest. 

The mortgage banker has been with 
the title officer, working together in a 
pretty important part of the real estate 
financing industry. In Fannie Mae for 
example, eighty-six per cent of all pur
chases in Fannie Mae have been through 
the mortgage banker. 

Sixty per cent of all FHA loans made 
by anybody anywhere in the United 
States, sixty per cent have been made 
through the mortgage banker. 

In 1969, the mortgage banker closed 
twelve billion dollars of loans and in 
1950, he'd have closed about fifteen 
million dollars in loans. Our total serv
icing of all mortgage bankers around 
the country is about eighty-two billion 
dollars. Together we are in a pretty 
important segment of the real estate fi
nancing field. 

Let me give you a few odds and ends 
here in the last few minutes. 

I would not be so foolish as to 
predict that starting in the spring of '71, 
you are going to see one of the biggest 
booms in small / medium sized priced 
housing-in fact in all housing that you 
have seen since the war, since right 
after the war. 

We have had a pent up demand in 
this country for two years that has been 
going on in regard to single family 
homes. Why do you think people 
haven't bought homes? Well you can 
explain it because interest rates are 
high. You can explain it because the 
cost of houses are high. You can ex
plain it any way you want-I explain 
it by saying that Mrs. Murphy has 
been worried about Pat Murphy's job 
and she is not going to buy a house 
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until she thinks that that business pic
ture has changed. 

I believe that by next spring the 
public will make the assumption that 
bu iness is better. T personally think it 
i better, I think it has turned the 
corner. T think by the spring of '71 
you will recognize it generally around 
the country and the home buyer wi ll 
recognize it. Then 1 think you are going 
to see this money that has been poured 
into the savings accounts around the 
country start coming out. J think it will 
come out first of all in home purch ases. 

You can talk about this recession we 
are in, the truth of the matter is that 
eighty-five per cent of the people in this 
country are earning more money in '70 
th an they earned in '69 or in their en
tire life. If you want to label this re
cession T think you should label it as a 
capitalist recession. The bond market 
has gone to pot and the stock market 
has gone to pot. but the income of 
average people other than Seatt le, Cali
fornia, and a few pl aces, they have had 
a recession. By and large it hasn't. 

l think th at this whole thing is going 
to bust out in the spring of 1971 into 
the beginning of a major housi ng boom 
that 1 believe wil l last for five years
it may well be longer. You had a major 
change in housing and when you real
ized it in 1961, eighty per cent of a ll 
housing starts were detached single 
family homes-eighty per cent. Jn 1969, 
tha t figure is only fifty-three per cent. 

You have had a major shift into the 
apartment field. Also a major shift into 
mobile homes which a re now thirty per 
cent of all the housi ng in this country. 

You had another shift when you stop 
to think about it. Just take the city of 
Chicago. John Hancock, Hartford Fire 
lnsurance Company, First N ational 
Bank of Chicago, Sears Roebuck, Stand
ard Oil of Indi ana , Equitable Life, U. S. 
Gyp um , Continental Insura nce Com
pany, H a rris Trust Ba nk. I am not nam
ing businesses. I am naming eight of the 
las t ten buildings th at were built in 
C hicago. These are the new owners of 
real estate in the cities. You can see 
that in Detroit , you can see that in 
prac tically any city in the country. 

What do you think is true of Aetna 
Life lnsurance Company, Chrysler Cor
poration , Boise Cascade, Connecticut 
General, H artford Insurance Company, 
Metropolitan Life, you name it. these 
are the corporations that have today 
bought a milli on acres of land in the 
last year a nd a half. They have poured 
millions of dollars into the real estate 
fie ld . 

These a re the people th at are now 
engaged in real estate. You talk about 
the chemical business, the electronic 
business-I say to you that there is no 
business in this country th at has even 
an appreciable capability with the real 
estate field from the standpoint of 
growth and expansion. We have got to 
build about all of the homes, apart
ment buildings, churches, schools all 
over again in the next thirty years. If 
there is any other business with a growth 
potentia l like th at, the n I don't know it. 
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This is the rosiest picture that we 
have ever had and there are two things 
abo ut the future th at can blow it all 
right straight out of the water. 

I hate to listen to these people 
th at talk about the federal deficit-it 
has a lways been a kind of a bogey 
m an that whenever we want to bl ame 
somethin g we blame the federal deficit. 
Many people have thought of it as a ter
rible thing to have. but it's a great thing 
to cause infl ation and help our business. 

I'll tell you that if the federal deficit 
th at can happen in '71 and '72 does 
happen , then you don't need to worry 
about seven and a half per cent money 
because yo u will have nine and ten 
per cent money. You don't need to 
worry about your business today be
cause it will be a lot worse then. 

You have got a fed e ral deficit possi
ble, this is only possible if the pro
grams that arc now recommended are 
passed. If these progra ms are passed in 
fi sca l '7 1 you can have a federal deficit 
somewhere between eight and eleven bil
lio n dollars and if the programs that are 
being suggested and recommended a re 
passed, then in '72 you can very easily 
have a federal deficit of eighteen billion 
dollars. 

How do you think you arc going to 
finance a federal deficit of these 
a mounts? There a re only two ways you 
can get money-you can save it or you 
can print it, in just one or two ways. 
I'll tel! you this, if you are going to 
finance a federal deficit of twenty-five 
bi ll ion dollars and then you in turn add 
to that a ll of the corporate financing 
th at we are talking about, a nd all of 
the school church and municipal finan
cing that we are talking about-I have 
no idea where you are goi ng to stop 
as far as the demand for money is 
concerned. 

Tt will be a bsolutel y exorbitant and 
so will the intere t rate-I think that 
that will have a break on bu iness th at 
cou ld be very disappointing to say the 
least. 

Let me ask you this-what do you 
think is common through Boston, New 
York, Baltimore, Washington D. C., 
Philadelphia, C level and, Detroit , Chica
go-it is not that they are major cities
it's not that there a re some of the strong
est political organizations in the country 
being built up in those cities and they 
must be recognized for their pol itical 
force. What i common to them is that 
those cities arc facing the disaster of their 
entire civic life. 

Do you realize th at in those cities 
the ph ys ical destruction that is taking 
place is just appalling? You've got in 
the city of New York a hundred thou
sand units that have been abandoned . 
Abandoned by the tenant? No. Aban
doned by the owner of the property. 
They are the worst cesspools of 
crime and corruption you ever saw in 
your life . Absolutely beyond the control 
of the police. 

Jn these citie · you have a fiscal, 
financial condition that seems almost 
beyond solution and then you com
pound th at with the soc ia l and racial 

conditions and T say to you that unless 
we find the solutions to the problems 
in those cities th at we may not find 
the solution to the business problems 
that we look forward to with so much 
anticipat ion. 

When Al Long called me about talk
ing with you, T told him there was 
going to be one slight charge for 
the talk. T wanted three minutes of 
your time-these last three minutes are 
here and I would like to collect. To me 
this is the most serious problem of them 
all. T don't want to debate this with 
you, 1 only want to try to motivate 
you-motivate you to do something 
about it. 

Paul Goodrich will tell you really I 
was a nice quiet little guy-T had two 
big problems. One was a back-hand 
in tennis that just wouldn't go down 
the line and was always spraying off. 
The other was the real estate and 
mortgage business that gave us our us
ual probl ems. Then 1 started on this 
junket for the mortgage bankers. 

My wife and l a rc now on our second 
hundred thousa nd miles and we have 
gone all over this country and what we 
have seen is one of the most thrilling 
things that we have ever seen a nd is 
also one of the most frightening things 
we have ever seen. T saw a bank build
in g in Santa Barbara. California. that 
had been bu rned to the ground. Why? 
Because seven hundred people stood 
around th at bank building and wouldn't 
let the firemen near it. 

T saw a laboratory in Madison , Wis
consin , blown apart and a professor 
killed. 

T was si tting in my office in C hicago,. 
talking to a mortgage banker. One of 
the men in our offi ce stuck his head in 
the door a nd he said, "We have to get 
out of this building in five minutes, 
there is a bomb threat." 

Unusual? Fourteen other buildings in 
the city o f Chicago the sa me day in 
the same hour had that same bomb 
threat. Eleven hundred people poured 
out of that buildin g and stood down in 
the st ree t. T say to you that your en
tire country is in serious trouble , T think 
it is in immed iate danger and T don't 
want to minimize it one iota. I don't 
know at what stage in our li fe admis
sion to college became a license to riot 
and to burn and to destroy, but it has. 

We are being told that looting and 
burning is a matter of self expression 
and we o ught to try to understand it. 
We are being told that we ought to un
derstand such organizations as the 
SOS and th e Minutemen. Well. I say to 
th at we a re losin g our mind s and T 
think that we have lost our common 
sense. This isn't something that you 
can wait to blow over, it's not going to 
blow over. 

l personall y think that we can see 
the heritage that we have achieved over 
a hundred and fifty years destroyed 
right smack in front of our eyes. I , for 
one, think it is being destroyed right 
now and l'll tell you that the way of 
life a you know it can disappear if 
you don 't do something about it. 
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Who is to blame? I'm to blame and 
you are to blame. I go to the Episcopal 
Church. We had a meeting down here 
in South Bend, nobody liked it and I 
didn't like it. I started to complain. Our 
rector said, "Remember that meeting 
when we selected the delegates to that 
meeting?" What he was trying to tell me 
was that at the time of that selection 
meeting I was trout fishing up in Bald
win, Michigan . 

Now, gentlemen, we have got to 
stop going fishing and I say to you 

that if we don ' t do this we are going to 
lose the major segmept and the major 
hope of this country which are the 
young people to the radical element. 
They are trained and they are dedicated 
to the downfall of this country and we 
are going to lose these younger people 
to them if we don ' t do something about 
it. 

You are successful businessmen. I 
say to you that you have now got to 
work with the same dedication and with 
the same energy and the same concen
tration-you've got to devote that not 

to your business entirely, you've got to 
devote it to your children, you've got 
to devote it to your church; you've got 
to devote it to your community; you've 
got to devote it to your schools and to 
your universities. 

You no longer can be silent and you 
can't continue to be indifferent. We 
have all been indifferent and if there is 
one thing that I am able to do this 
morning, I hope J can motivate you to 
do something about. [ plead with you 
to become an active American citizen. 

The Economy and Housing-Tomorrow and the Next Day 

Leon H. Keyserling 

Former Chairman, Council of Economic Advisers; Consulting Economist and Attorney; 
President, Conference on Economic Progress, Washington, D.C. 

M y friends , I have noted on the 
program here today that you are 

being regaled with three speakers. 

The speaker from Fannie Mae might 
be called the official speaker. The speaker 
from the Mortgage Bankers might be 
called the semi-official speaker, and I 
am the unofficial speaker. Therefore, it 
may be possible that some of you may 
disagree a little more with some of the 
things I say than with most of the 
things the others have said. But I know 
from previous experience and from my 
friendship with many of you that the 
very fact that the official speaker, the 
semi-official speaker, and the unofficial 
·speaker are all here means that you 
will listen to what we have to say with 
friendly and open minds. 

I do want to say a word about my 
qualifications. The National Housing 
Act is not a revealing title, but actu
ally the National Housing Act was the 
act which established the FHA. I was 
not only interested in it, but was a 
major participant in its drafting, as well 
as the Home-Owner's Loan Corporation 
Act and parts of the housing legislation, 
as well as the act which created a single 
and unified national housing effort as 
against sixteen conflicting and duplicating 
agencies. This ultimately became HUD. 

So I have had, and still maintain, a 
rather vital interest in your problems. 
It may also be anticipated that, having 
some political affiliation, some of what 
I may say may be interpreted as polit
ical. But I want to say this-that while 
I was in the government, it was said 
that I was political because I supported 
the policies of the president for whom 
I worked. I believe that every economic 
adviser to a president has to do this, 
and has done this , and if he doesn't 
agree with these policies, he ought to 
re ign. 

But I think those of you who read 
the newspapers know that, since getting 
out of the government, and that is now 
eventeen years, I have supported the 

policies of no administration with whom 
I have disagreed, whatever their politics 
might be. Any of the criticism that I 
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make of national policie apply not only 
to the Nixon administration, but also 
the Kennedy, Johnson, and Eisenhower 
administrations, and go back at least 
to 1953. Jn some respects, they go fur
ther back than that, so there is nothing 
really political in what I say. 

Despite the fact that I say I am 
intere ted in housing, 1 am going to 
talk mostly about the general economy, 
and about the relationship of housing to 
the general economy. There are several 
reasons for thi . 

The first reason is that, as to the 
really technical aspects of what should 
be done about certain housing regula
tion , and what should be done about 
certain housing legislation, there are 
others here today who are far more 
competent than I. But there is a far 
more important reason. I believe, and 
I think you all know from your own 
experience, that what happens to the 
general economy and what is done with 
respect to the types of legislation and 
na tional policies which affect the gen
eral economy have far more affect on 
housing than minor or even substantial 
changes in technical housing regulations 
and legislation. 

As an illustration of this, the one 
subject which I am going to discuss at 
considerable length is what I call the 
prevalent monetary policy of tight money 
and rising interest rates, which is 
bearing down so heavily upon the econ
omy and also upon housing. I believe 
that, if we could assume a very differ
ent monetary policy in the future , it 
would mean a great deal more to the 
housing industry and all allied industries 
than any possible changes in technical 
details, important though these are. 

Now, the previous speaker had some
thing to say about interest rates, and 
since I said I am going to talk primarily 
about that, let me say this-I do 
agree with him that it might be bad 
policy for the interest rates on FHA or 
the interest rates on housing to decline 
so long as other interest rates remain 
very high. This would place housing at 
a competitive di advantage. But I re
spectfully suggest that this doesn't really 

touch the interest rate problem-it 
evades it. 

T pointed this out as early as 1953 
when the new monetary policy started. 
I said, "Sure we can equalize interest 
rates and equalize their competitive ad
vantages by having one chase the other 
upward until they reach the moon." But 
the reason why the tight money policy 
has been so dangerous and damaging is 
not because interest rates differ, but 
because they are a ll too high. The 
question now is whether we should start 
to remedy the situation .by progressively 
bringing them lower, on a competitive 
basis, or progressively letting them get 
higher on a competitive basis. 

Jn this connection, I want to say just 
one word about the forecast made by 
the previous speaker, which was in part 
very rosy until he came to the portion 
where he said that if the federal deficit 
increases greatly, there will be a great 
future interest increase, and if there is 
a great future interest increase all of 
the rosy prospects for housing will be 
converted into dismal prospects. Since 
whether you or I like it or not, we know 
that under current policies there is going 
to be a large and increasing federal 
deficit this year-just where do we 
come out on the rosy prospects? 

I have this to say about the federal 
deficits-I don't like them. My record 
on them happens to be good, as I have 
already stated. But there is only one 
way to reduce the federal deficit. There 
are two basic reasons for the federal 
deficit. We can talk about spending, and 
some types of spending are excessive. 
But the first big reason for the federal 
deficit is the long economic stagnation. 

If the economy during the past five 
years had come any where near full 
utilization of our magnificent productive 
resources, we wouldn't now have a fed
eral deficit even at current levels of 
taxation and spending, without attempt
ing any evaluation of the levels of 
spending at this moment. 

Second, the biggest si ngle item in the 
federal deficit, and therefore of any in
flation caused by the federal deficit, is 
the policy of tight money and rising 
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interest rates. Why? The federal budget 
i now saddled with an obligation of 
more than nine billion dollars annually 
in the service of the national debt above 
what it would have if co t to service a 
debt of the same size interest rates had 
stayed where they were before they 
started to rise in 1953. 

So, the federal deficit for the fiscal 
year is going to be nine billion dollars 
higher than if the interest rates hadn't 
risen. In addition, the fact that the ris
ing interest rates and the tight money 
have been one of the basic causes of 
the economic stagnation and recession 
has also added to the federal deficit. 
Thus, we see the two reasons why the 
policy of tight money and rising interest 
rates , designed to fight inflation, has 
actually been inflationary, if one agrees 
that a big federal deficit is inflationary. 

Let me get on to the current eco
nomic situation. We all know now (al
though we didn't realize it right away 
because of all the talk of an inflationary 
economy), that during the last four 
years the actual real economy, which is 
the pulsating source of strength and 
wealth and enjoyment through the pro
duction of goods and services of every 
business and every consumer, began to 
decline seriously in its rate of real eco
nomic growth from 1966 on. I'll trace 
that a little more in just a moment. 

We didn' t wake up to it until we got 
into an absolute economic recession. So, 
as a people and a nation, we were 
about as alert as if a great and throb
bing private business, which had been 
registering a highly and rewarding and 
even growing rate of growth in sales 
and business, and didn't wake up to 
the meaning of a sharply declining 
growth rate until it was approximating 
zero, or even until it was minus rather 
than plus. What is so magica l about the 
point where GNP, instead of being plus 
one quarter is minus one quarter, and 
everybody says we have a recession? 
When it starts going down, as it has 
during the last four years, from five 
to four to three to two to one and then 
to zero, we don't seem to care until it 
gets to zero. Let's talk about where we 
are now. 

I aw in the New York Times today 
-and this is why I don't do too much 
to prepare a speech because I .like to 
adjust it to what is just happening-I 
saw a very encouraging headline, "The 
Economy is Growing Six Per Cent a 
Year". But when we read the fine 
print, the tale is very different. 

The fine print say the economy is 
growing at an annual rate of only 1.4 
per cent in real terms, and this 1.4 per 
cent, measuring where we are and 
where we are going is virtual economic 
stagnation. At that rate, unemployed 
manpower and p lant will continue to 
rise greatly, because the economy needs 
to grow 6 to 7 per cent a year in rea l 
terms. It has to do th is until it catches 
up and overcomes the id leness, and 
after that stagnation it needs to grow 
about 5 per cent. 

A nother thing: The fine print does 
not say, unless you figure it out, that 
the 1.4 per cent rate of real growth and 

18 

the 6 per cent rate of growth means 
that we still have a 4.6 per cent annual 
rate of price inflat ion, i[ my mathe
matics is correct, and I think it is. What 
kind of triumph is it, after four years 
of slowing down the economy, and 
causing housing to suffer the greatest 
decline that any great industry has su[
ferred since the Great Depression , and 
causing unemployment to rise so much , 
that on top of the accelerating price 
inflation of the last few years it is now 
moving forward at 4.6 per cent in con
sequence of the policies avowedly de
signed to curb it? 

This is in consequence of the weap
ons which you and T have been urged 
to believe wou ld register a great tri
umph in the restraining of inflation . 

Let us see for a moment what tlii s 
has done to housing, but first let me 
say something about the industrial pro
duction index. We see in the same 
Ne11• York Times front-page story today 
that whereas the growth in the economy 
has been 1.4 per cent in real terms, 
industrial production has gone down 1.7 
per cent. Of course, both the perform
ance of the rea l economy and the de
cline in industrial production is attributed 
to the automobi le strike. I deplore the 
strike. but I am getting rather anxious 
for the time to come when the govern
ment statisticians wil l explain why things 
are going right instead of explaining why 
things arc going wrong. 

As a matter of fact. the automobile 
strike explains only a small part, and a 
much smaller part than the government 
statisticians claim of the minus 1.7 per 
cent decline in indust ria l production and 
the 1.4 per cent rise in real national 
product. When the strike is over, and I 
hope it wi ll be tomorrow, this in itself 
is not going to give the economy the 
fill-up that some people think. I even 
wonder today whether maybe some of 
the people who are not buying cars be
cause of the strike may be using the 
money to buy something else instead of 
saving it. 

Now, coming to what this stagnation 
and this recession have done to housing 
and what is in prospect. Tt can be 
stated in a very simple way. Since World 
War U, housing has been both a fa
vorite child and an outcast of national 
economic perfo rmance and policy. Tt has 
been the favorite child in soaring dec lara
tions, immense volumes of legislation and 
recognition of need, commencing with the 
Housing Act of 1949 to provide within 
ten years a decent home and a su itable 
living environment for every American 
family . 

But it has been the outcast because 
purposes have not been matched by ac
tion , and the results have now reached 
cns1s proportions. Comparing J 950 
with 1968. and l say this because it is 
no new thing, comparing 1950 with 
1968 dur ing which period the real pro
duct and business of the American eco
nomy in genera l as we all know has 
advanced enormously, tota l nonfarm 
housing starts were down for more than 
1.9 m ill ion to less than 1.5 mill ion, a 
drop of more than 22 per cent. 

From January to December 1969, the 
decline was 34 per cent. As T have said, 
this was the largest decl ine in any 
major industry since the Great Depres
sion. There has been some improvement 
since, but seasonally adjusted August, 
1970. rate of starts was about the same 
as in mid-1969 . T don't really find any 
conflict between this and some of the 
stat istics cited by the previous speaker, 
because while he points out that the 
growth in certain savings and certain 
types of institutions has been at an 
amazingly fast rate in the last few months, 
these additions have been smaller in the 
major cases cited than the decline in the 
similar period a year ago. 

Sure we have turned the corner of 
the recession, but in this respect we 
have not quite caught up to where we 
were a year ago, after all these years 
of seriously inadequate performance. 

There is absolutely no prospect-and 
here I come to my forecast-there is 
absolute ly no prospect under current 
performance and policies. un less these 
are drastically changed, of attaining the 
annual average of more than two mil
lion units of nonfarm housing starts 
during the next decade which is uni
versally recognized to be a top national 
priority by all tests. 

The vacancy ra tio in some of the 
larger cities, including New York, is 
now less than one per cent, exerting 
tremendous infl ationary consequences 
upon the cost of housing occupancy. 
Substandard hous111g, wit h all its economic 
and social evi ls, is about as serious 
a prob lem as it was a quarter of a cen
tury ago and this menace can be over
come only by action on housing on all 
income fronts and not just on one. 

Further, viewing the inexorable tech
nological displacement of workers and 
business opportunities in mass produc
tion industries and agriculture-which 
has been going on for a long time
an adequate volume of housing invest
ment and complimentary community de
velopment can solve almost half of the 
tota l problem of excessive unemploy
ment wh ich is bound to arise in future 
years if prevalent national policies in
cluding especially tight money and ris
ing interest rates, are not drastically re
vised. 

T was moved by the pleas to do some
thing for our cities. l think that this is 
too big a problem for me to discuss here 
as it involves a wide range of factors. 
But T happen to believe, after forty 
years of some experience with private 
and public policies, that the greatest 
single step towards doing omething 
about our cities and even our young 
people, though by no means a solvent 
one, would be to move toward a healthy .. 
fu ll y-employed economy and the reme
dying of housing conditions wh ich are 
certainly a factor in the troubles that 
we now have. 

As to the size of the job which still 
needs to be done. I have derived this 
from what I call a kind of rounded pic
ture of the whole economy, which any 
big business uses when it projects its 
future . T often wonder why we are al-
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ways told that government should be 
like business, but we do not apply these 
business principles and practices to the 
government operation. Therefore, we 
have a medley of confused and short
term and irrational and one step forward 
and two steps backwards public policies. 

Compared with the need for total in
crease in civilian employment of more 
than 20 per cent over the next decade, 
the employment increase in contract 
construction needs to be close to 40 per 
cent. What do I mean? I don't mean 
simply from the viewpoint of the na
tional interest in contract construction. 
T ' mean that, if we don't get the 40 per 
cent increase in contract construction . 
we cannot get the 20 per cent increase 
in the whole economy because of the 
vital role of contract construction in the 
whole economy a t a time when there is 
going to be less employment in manu
fac turin g and agr iculture no matte r 
what we do. 

Investment in residenti al structures 
which declines from 34.7 per cent of 
total fi xed investment in 1961 to 24.6 
per cent in 1968, need s to be lifted to 
34 per cent by 1980. o r even ten years 
from now. Most of this increa e is needed 
long before then. This compares with 
a n average a nnual real ra te of growth 
of investment in nonfa rm residential 
const ruction of only about .5 per cent 
during the last decade. Let me linger 
on that for only a moment. 

While the rea l economy, the total 
economy now at an average annual 
fa te of 4 per cent from 1960 to rnid-
1970, inves tment in nonfarm residential 
construction, measured in rea 1 terms, 
declined at an average annual rate of .9 
'per cent. Yet, everybody, private and 
public, says th at housing is one o f the 
most import ant things that we need to 
expand. 

The rate of growth in investment in 
nonfar m residential construction, in or
der to help mainta in a healthy grow
in g economy, a well balanced economy, 
needs to be lifted more than 11 per 
cent annually during the decade ahead. 
This is a vital factor in order to achieve 
balanced economic growth , full employ
ment , meaningful urban renewal. and 
elimination of social and civil tensions. 
Jn short, this type of investment needs 
to grow in real terms at an annu al 
rate more th an twice as fast as the total 
U.S. economy needs to grow during the 
decade ahead. 

Other economists might come in with 
fi gures varying somewh at from mine, 
but that would not make any difference 
in the nature of the problem. Quibbling 
about these little differences in deta il is 
not of much use. We should all be in 
substantial agreement as to the nature 
of the challenge to every private partic i
pant and every public fac tor. By public 
factor, I don't mean public housin g, T 
mean na tion al policy, whether it is 
Fannie Mae, or FHA, or Congressional 
legisl ation. 

Jn order to meet this challenge, prac
tical people must ask : What has gone 
wrong? Why have we talked so much 
and set such fine goals, and then fallen 
so fa r short of them? There are, of 
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course, multiple reasons for the long 
housing stagn ation and the current 
housin g crisis . Promises and findin gs of 
need, unaccompanied by programs and 
performance, become a chronic na tion al 
disease. There has been, and still is, the 
fail ure of the federal government to 
make investments in housing and com
munity development o n the needed 
scale , which would h ave the la rgest 
multiplier effect of a beneficial n ature 
upon private investment business oppor
tunity and em ployment. 

The two most glarin g examples of 
wrongful poli cy have been aspects of the 
tax a nd moneta ry policies during re
cent years. Let u s take the tax policy 
first. I do not have time here to review 
tax pol icy in detail. 

In 1964, when we undertook the most 
massive tax cuts eve r take n, too much 
lax relief by far was awarded to the 
business entities and individuals who 
were indulging in excesses rel ative to 
other sectors of the economy. Tn other 
words, and we have hea rd here about 
pl a nt and equipment. tremendous tax 
benefits were granted for pl ant and 
equipment investment. The result was 
that this investment continued lo grow 
two or three limes as fas t as the rest 
of the eco nomy . The econom y got out 
of balance, then we had sharp cutbacks 
and thus the stagnat ion and recession. 

One of the reasons I am not more 
optimistic abo ut that situation today is 
th a t, because of national economic pol
ic ies a nd oth e r reasons, this invest
ment in plant and equipment , even now, 
is growi ng 6 or 7 per cent a yea r while 
the whole economy at best is growing 
only 1.4 per cent a year . These im
ba la nces are dangerous. 

The tax legisla tion in I 969 went even 
beyond this, and in the name of re
for111 imposed punitive treatment upon 
housing and re lated real estate in ves t
ment , even when the evidence had be
co111e overwhelming that this was th e 
weakest major segment of the economy. 

On the expenditure s ide during 1964-
69. only 2.9 per cent of federal subsidy 
expenditures were in a id of hou sin g and 
related community development while 
57.7 per cent went to agriculture, and 
19.4 per ce nt to a ir tra nspor t and mari
time. In 1966, 45.7 per cent of the value 
o f all depreciation of a ll owances gra nted 
by the fede ral government went to 
manu fac turing and only 5.8 per cent 
went to real estate and related com
munity improvements. 

Even more pernicious in its effects 
has been the policy of tight money and 
ri sing interest ra tes designed to curb in
flation. This pol icy has been in effect. 
to my knowledge, since 1953, and thus 
fa r in 1970 has been modified only lo a 
trivial extent in rat io to the need for 
modification. This has been the cause 
of causes of the trou bles in housing 
a nd related activities, the troubles and 
shortages of railroad serv ices, the power 
shortages in th e utility industry, and 
the rising idleness of plant and man
power throughout the economy. 

Until the re is a revolution in our na
tional thought and action with respect 
t'l the prevalent m oneta ry policy, I do 

no t see how we can find our way out 
of the woods. 

What have bee n the evil consequences 
of this policy designed lo stop infl a
tion? First of all , I have a lready re
viewed the shrink age in the real growth 
rate of the econo111 y and the ri se in un
e mployment from 1966 forward-which 
has cost us more th an a hundred billion 
doll a rs in na tional product and has 
cost us about five million man years of 
unnecessary une mpl oyment. 

Today, pl ans a re operating at 77 per 
cent of capacity and if we take 92 per 
cent as optimum, this is 15 per cent 
short. Why is unemployme nt only 5.5 
per cent when the plant capacity is 15 
pe r cent short of reasonably full use? 
Because we have a lot of hidden unem
ployment that is not included in the of
ficial statistics, and every businessman 
knows it. When you have plants oper
a ting a t 77 per cent capacity, they do n't 
fire a propor tion ate numbe r of people, 
and its very good th a t they don't . They 
under utili ze them in the pl ant not only 
through shorter ho urs, but in other 
ways, so that the productivity growth 
rate which we hear so much about , 
which was running al 3.7 pe r cent 
growth a year, when the econom y was 
doing well, has fallen to abo ut one per 
cent a year. 

This ra ises labor cos ts, and this leads 
to other pri ce increases and this is a 
form o f con c ea 1 e d unemployment. 
When we have plants operating 15 per 
cent short of reasonab ly full utiliza tion, 
the tru e leve l of unemployment, count
ing what is concea led, reflected in tb e 
low prod uctivity growth rate which we 
all bemoan so much and appoint stud y 
commi ss ions to cure the true leve l of 
unemployment , co mpatibl e with the I 5 
per cent shortage in plant use, is al least 
10 per cent today and getti ng highe r. 

If the preva lent money policy and 
o ther na tional econom ic policies based 
upon a simila r phil oso ph y are ma in
tained, my fo recast is-let me just say 
one word about forecasts, which T hope 
you won't lake as prideful. I was inter
ested in the frightening statement by 
the last speake r of w hat was go in g to 
happen during the next year a nd then 
he said tha t th is is not really goi ng lo 
happe n during the next yea r, this is 
what happened last year. But nobody 
wou ld have believed it a year and a 
half ago . Well. l wish they had believed 
it, because last yea r and the yea r before 
in Da ll as before the la rge convention of 
real estate people. I to ld them what was 
go ing to happen last year . and I told them 
the yea r before. I have done it on many 
occas ions and basica ll y it has been cor
rect. I try to be rather realistic. 

If the preva le nt money policy con
tinues, and other similar policies that I 
have indicated, we are not goi ng to 
average bette r in the American econ
omy in the next ten years th an a growth 
ra te two per cent less per annum th an 
what we ought to be doing. 

This doesn't sound lik e very much. 
But ten years from now, this being a 
trillion dollar economy now, we would 
in that yea r alone be two hundred bil
lion dollars short of our productive po-
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tential. The average short fall for the 
ten years would be a hundred billion 
dollars lost. Considering that our total 
national defense program is only a hun
dred billion dollars a year or less, and 
that the rate of public outlays at all 
levels would need to be lifted to an 
annual average of about 50 billion above 
the current annual rate during the dec
ade ahead with these problems of 
schools and transport and all other puh
lic needs, we certainly cannot afford to 
squander a hundred billion dollars a 
year in lost production during the dec
ade ahead. which would also mean an 
annua l average of about two million 
excessive unemployment of manpower. 

Now, I come to the kicker. T think 
the housing industry and all those 
al igned with it have been very patient. 
They have been told, "We know that 
the money policy hurts you, but after 
all, it helps to cure inflation. You are 
among the victims of inflation, and if 
inflation is cured we will a ll be better 
off." But the trouble is that, all the 
way back to 1953, the evidence has 
been the evidence in the great laboratory 
of the American economy rather than 
the theories of the economists as to how 
things work-the evidence has been 
that every period of long stagnation 
and recession has brought more price 
inflation than when the economy was 
doing well. 

Never has this been more clearly 
demonstrated than during the past two 
and a half years. Today, the officials 
tell us, this is just a time lag. But there 
can't be a time lag for seventeen years 
or four years or two and a half years . 
How can you have a time lag when, 
with the economy having been brought 
to stagnation and recession and still in 
stagnation , the price inflation as I have 
just shown is 4.6 per cent a year, or 
three times what it was during the 
five years when the annual economic 
growth was 5 per cent and unemploy
ment was brought down to 3.5 per 
cent? This isn't a time lag. 

The terrible situation we are in is 
that we have not really made a trade
off in the form of stunting the economy 
and almost killing housing, and in ex
change gotten greater price stability, but 
that we have got the worst of all things 
at the same time. This is so vital and 
this is so contrary to the current gospel 
that I have to deal briefly with an ex
planation of why the prevalent policies 
cause inflation. 

The first reason is that we have a lot 
of admin istered prices in the economy, 
not hou ing prices, but many types of 
prices. They don't answer to the law of 
supply and demand. The automobile in
dustry didn't raise its prices greatly a 
year and a half ago or raise them more 
than any previous time on record a few 
weeks ago, because their plans are being 

pressed or because they had a hard 
time meeting demands or because they 
were overheated. They raised the i r 
prices, and J am not saying this crit
ically, because they wanted to try to 
increase per unit profit margins to over
come the deficient level of sales. 
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Whether they are successful or not is 
another matter-they do follow this 
pattern. I have seen by observation 
that this has been done in many indus
tries; they raised their prices very much 
less when the economy was growing 
fully and we were nearer to full em
ployment. 

The second reason why the anti-infla
tionary policy has fai led is this: when the 
economy is stunted and unemployment 
rises the productivity growth rate in the 
factories declines enormously. The de
cline has been from 3.7 per cent a year 
to less than one per cent a year. The rate 
is about 1.5 per cent a year now. The 
decline in productivity growth means a 
tremendous increase in labor costs, 
which result in increased prices and is 
infl ationary even if it doesn't result in 
increased prices because increases in 
costs for the same unit of work is in
flationary by definition. 

The third reason why tight money 
and rising interest rates is inflationary 
is that interest rates are at cost. T have 
never been able to understand the 
people who admit that a rising price of 
steel is inflationary because it increase5 
the cost of ca rs and roads and houses, 
and that the rising price of food is 
inflationary because it increases the cost 
of the market basket. but who say that 
the rising price of money is not infla
tionary although this is a cost that en
ters into infinitely more products than 
steel, while food is an end-product in 
itself. 

All the utilities throughout the coun
try, which finance more out of bor
rowed money than any other industry 
except housing, are greatly raising their 
fuel charges, both to the industrial con
sumer and to the household. They need 
to do this because, whereas they were 
borrowing money at 4 to 6 per cent a 
few years ago, they are borrowing it 
now at 8 to I 0 per cent. The same 
thing, of course, applies to housing. 

The railroad industry-I fought the 
Penn Central merger, and there were 
lots of reasons for the trouble there , 
including bad management. But we now 
read in the papers that the one biggest 
trouble affecting the railroads is the 
tremendous increase in the cost of 
money. This not only has Jed to short
ages of cars which affect the fuel 
shortage and everything else, but will 
necessarily lead either to a large in
crease in railroad rates, which is infla
tionary, or more government spending 
to help the railroads, which is inflation
ary in the eyes of many. 

All of this, plus the nine billion dol
lars of the fedcra 1 deficit attributable 
to the rising interest rates has been done 
in the name of fighting inflation. 

The tight money policy has also been 
responsible for the soaring costs of med
ical care and for the soaring costs of 
housing for another reason. In both 
areas, great shortages have been in
creased , in part by the higher cost of 
money, and in part, regardless to the 
extent of what the size of the program 
should be, through failure to make ade
quate public investment in medical care 
and hospital facilities and the distribu
tion of doctors and the training of 

nurses and also in some types of housing. 
Now. coming to program. No amount 

of shadow boxing, or weak-kneed meas
ures, or rosy forecasts about the future 
that are not in accord with reality, can 
correct the travesty of getting more in
flation by stunting economic perform
ance. 

The prime interest rate has been re
duced from 8 per cent to 7.5 per cent. 
and that is good. Meanwhile, I think I 
am correct that the net interest rate on 
housing has gone up or at least hasn't 
come down. We are told that it may 
come down some next year if all goes 
well, provided the federal government 
doesn't run a huge deficit, which we 
all know it is going to run. If it runs 
that deficit, the interest rate may go up 
again. 

The first answer to this problem is to 
get rid of the deficit by moving the 
economy toward a full rate of growth. 
The second, and equally important an
swer. is that a rising deficit. even if it 
is bad for the economy, does not need 
to be compounded with terrible rising 
interest rates which are also bad for the 
economy. There are ways, which I will 
not go into in detail, to prevent the 
federal deficit from causing the interest 
rates to go up. 

In World War H. we were charged 
with the necessity of running infinitely 
the biggest deficit in history, and still 
the interest rates didn't go up because 
national policy and money policy didn't 
let them go up. There is no fair minded 
person today who will not admit that 
the financing of Warld War TT was, on 
the whole, the best conducted public 
financing operation in history. And in
cidentally. this period yielded a great 
deal less net price inflation than we have 
had during the very recent years for far 
less necessary purposes than fighting 
the fascists. 

Congress should require by legislation 
that the Federal Reserve assure an an
nual rate of expansion of the money 
supply, roughly in accord with the goal 
for economic growth , set forth annually 
in the President's Economic Report. The 
rate now should be about 6.7 per cent 
annual average for two years. This 
would help to keep interest rates down. 

Second, subject to various limitations 
set forth below, Congress by legislation 
should concentrate authority to regulate 
the money supply in the Federal Reserve 
Board appointed by the President and 
conferred by the Senate, instead of hav
ing this function shared with five ad
ditional members of an open market 
committee drawn from private banks. 

Why do I say this? Some say this 
would make money management too 
political. T want tax policy to be non
political. I want wage and price controls 
during wartime to be non-political. But 
I wouldn't want the tax policy of the 
nation to be made partly be politically 
appointed members answerable to the 
people through the Congress and partly 
by private bankers or labor leaders. It 
is un-American that the great monetary 
policy of a great nation, affecting mif
lions of people , leaves them no recourse 
because there is no one of whom they 
can seek recourse. 
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Any talk about the Congress having 
any kind of effective control now over 
the discount rate or the monetary policy 
of the Federal Reserve System is abso
lute nonsense. as anybody who knows 
anything about Washington knows. 

Finally, T think th at the Federal Re
serve Boa rds should move toward , and 
be required by legislat ion to move more 
toward, selecti ve control s. Tf monetary 
restraint is necessa ry, it should not be 
a monetary policy which feeds the fat 
and sta rves the lea n. The current mone
tary policy has almost no affect on in
vestment in pl a nt and eq uipment , be
cause these enterprises don't borrow 
1i1uch money. They a lso pass rising in
ternal costs onto the consumer through 
the price structure. Jn vivid contrast, the 
affects upo n the housing industry and 
the building of schools and upon the 
federal budget and upon the ave rage 
American fa mil y which res ult from this 
policy of t ight money and rising interest 
rates are devastating. The affects are 
perverse a nd upside down from every 
viewpoint of sound economics and from 

every viewpoint of hum an policy. T be
lieve that the ultim ate objective of eco
nom ic policy under a free democracy 
is hum an betterment. 

Finally. a word on press ures. As T 
sa id at the begi nning, this great indus
try in which you a re e ngaged , and the 
housin g industry, and many others, have 
largely taken it lyin g down. They have 
been told: "What isn't good for you is 
good for the country." This is a new 
variant on some older sloga ns, but it is 
sad . Or, they are told: "What is bad 
for the country in th e sho rt run will be 
good for you in the lon g run ." There 
a in 't no such thin g; and therefore T be
lieve if you a re interested in your own 
future, if you want it to be not onl y 
better than it was last year but what 
it ought to be in a decent American 
economy, and what it ought to be com
pa rab le to what others are enjoying as 
to rates of return , as to expanding op
portunity, as to incentives-if you be
lieve this, then yo u have to make up 
your minds. in conjunction with other 
groups, such as the utilities and the 

The Bar Situation 
George B. Garber 

ra ilroad and th e consumer, to press 
forward on a n organized front , whether 
you call it politics or whether you call 
it something el se. We hear a Jot about 
"b usi ness in politics", a nd I don't care 
what you call it. 

The reasons why the o il indu stry and 
the pl ant and equipment people got by 
so well in the so-called tax reform bill 
a re pl ai n. The o il indust ry got slapped 
a littl e bit on the wrist. but it was left 
with most of its excessive benefits. The 
pl ant and equipment industry really got 
more, rathe r th an Jess, when one ana
lyzes the tax law properly. And the one 
indust ry sin gled out for extre me punitive 
treatment was housing a nd those rel ated 
to it. Wh y? Because you did not show 
stren gth and unity. Those other indus
tries go t their du e and mo re th an their 
du e, because they are strong. Because 
they arc united. Because they know what 
they want a nd because they haven't Jet 
anybody make suckers out of them. 

T ho pe yo u will learn by the lesson. 

Clwirn1w1 , Cu 11 ferees, Natio11al Cu11 fere 11 ce uf th e ALTA a11d the ABA 
President, Pio11eer Na tio11a / Title /11 sura11ce Company, 

Before I make my report, I'd like to 
say that we lost one of our good 

members of the American Bar-AL TA 
. Conference Committee in Gordon Bur

lingame. He made a valuable contribu
tion to the Conference and he will be 
so rely missed. Your President has named 
Bill McAuliffe to fill that vacancy and we 
now have also Tom Jac kson, our general 
counsel, sitting in on our meetings . 

The Declaration of Principles that 
was adopted by us and also adopted by 
the American Bar has been in ex istence 
si nce last fall. Since that time, the Con
ference has had two meetings. The first 
one was in June and the Conference was 
called primarily at the request of the 
American Bar Conferees in order to 
supposedly implement the Declaration of 
Principles. 

At this meet in g, we did take certain 
steps in the way of preparin g a letter 
of inquiry which the American Land 
Title Association has sent out to the 
state affili ated associations and the 
American Bar is preparing to se nd this 
le tter of inquiry out to their state and 
local associa tions. It is agreed that the 
responses to these letters will be re
viewed by the Conference Committee 
and no publicity will be given out until 
we have had a chance to take a hard 
look at these responses. 

Tn that meeting in June, the ALTA 
Conferees injected into the agenda a 
matter and the best way to state it is 
to read a part of the statement that I 
was authorized to read to the Confer
e nce . This is a portion of th e sta tement: 

"Jn the later section of the Decl ara-
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tion of Principles, namely Section 3, 
sub-sections B & C, it is provided that 
the Nation al Confe ren ce shall maintain 
a constant exchange of information con
cerning any practices on the part of 
their members which may be detra
mental to the pu blic or to the members 
of either Association and consider a ny 
controversies referred to it between title 
companies, abstracto rs, lawyers and to 
seek to settle a nd dispose of same." 

Cont inuin g my statement , "As I re
fle ct on the progress of the Conference, 
T find it most regrettable that T must 
today point to ac tivity of another group 
within the ABA that threatens to un
dermine all th at the ABA and ALTA 
have accomplished together. This group 
is the ABA Special Committee on 
Lawyers Title Guarantee Funds. AL TA 
has a grievance aga inst the ABA Spe
cial Committee because of the approach 
the Special Co mmittee has m anifested 
in its desire to push the ABA into the 
commercial land title business. Tf the 
individual me mbers of the committee as 
many other members of th e Bar had 
chosen to become a force in the land 
t itl e business outside the ABA and 
through free and open competition, 
AL TA would have no ca use to compl a in . 

"Unfortunately, this has not been the 
case. Instead, the Special Com mittee has 
shown a strong a nd unrele ntin g desire 
to use the ABA and the practice of 
Jaw for secu rin g commercial land ti tle 
business. The Special Committee in the 
past ha attempted to secure ABA sanc
tion of the na tion al bar-related title or
gan ization to foster its objectives. 

Jn 1967, in Honolulu, the ABA 

H o use of Delegates by a three vote ma r
gin adopted the following resolution : 

"'Resolved that th e American Ba r 
Associat ion approve in principle the 
formation of a National Bar Related 
Title Assurance Co rpo rati on and be it 
further resolved that the H ouse of Dele
ga tes hereby requests the Committee on 
Lawyers Title Guarantee Fund working 
in collaboration with a sub-committee of 
the Board of Governors to draft a de
finite plan for presentation to the 
Board at its October meetin g." 

No definite report was made at 
the October, 1967, meeting, but at the 
meetin g of the House of Delegates in 
1968 in Philadelphia, the proposal of 
the Continental Insurance Company 
was sub mitted. There was vigorous op
pos iti on to the proposal and after con
siderable debate, it was tabled until the 
nex t meeting of the House of Delegates. 

At the following meeting of the 
House o f D elega tes in 1969 in D allas, 
the Special Committee obtained per
mi ssion to withdraw its opposition. 
More recently indications are that the 
Special Committee or its members m ay 
be engaging in subtle tactics that pro
m ote and impl y ABA endorsement of 
the recentl y formed Nation al Attorney's 
Title Assurance Fund, Inc., and that 
ALTA is deeply concerned over this 
situation. 

That was the end of my statement 
in the June meeting. It elicited a great 
amount of discussion particularly on the 
part of the Bar Conferees, who in ef
fect attempted to deny any subtle tac
tics of sponso rship by the ABA . 

We had a meeting aga in the last 
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Monday, October 12th. But, prior to 
that meeting the president of the Amer
ican Bar submitted his report in the 
American Bar Journal and I read from 
a portion of that report. 

"Through the efforts of the Special 
Committee on Lawyers Title Guarantee 
Funds, the Indiana Bar Title Insurance 
Company was reorganized in November 
to provide the corporate vehicle for a 
National Lawyers Title Guarantee 
Fund." You note the words "through 
the efforts of the special Committee." 

Continuing his report: "The Commit
tee reported it will assist local Bar As
sociations either in using the National 
Fund or in estab li shing Bar related 
companies which can use the National 
Fund as an underwriter in their states." 

At the meeti;ig last Monday. after a 
preliminary meeting of our own Con
ferees in which we discussed some 
matters of proposal to the Conference 
meeting, we prepared a resolution which 
I presented to the Conference, and I'll 
read this resolution. 

A proposed resolution of the National 
Conference of ABA and ALTA: 

"Whereas the National Conference 
was created at a time when there was 
pending before the House of Delegates 
of the American Bar Association a pro
posal for the sponsorship by the ABA 
of a corporation organized for the pur
pose of engaging in the business title 
to real estate in competition with com
mercial title in urance companies. 

"Whereas the American Land Title As
sociation has interposed vigorous objec
tions to the proposal, primarily on the 
grounds that sponsorship of such insur
ance company by the organized Bar 
would constitute an unwise action on 
the part of the lawyers generally-it 
might constitute unfair competition as 
defined by law. 

"And, whereas the proposal then 
pending even after modification was 
not adopted or approved by the House 
of Delegates of the ABA at least until 
this Conference had an opportunity to 
formulate a statement of principles sat
isfactory to both the ABA and the 
ALTA. 

"And, whereas, thereafter a statement 
of principles was prepared and adopted 
by this joint Conference and thereafter 
ratified and approved by the Board of 
Governors of each Association. 

"And, whereas not withstanding the 
foregoing, the Special Committee on 
Lawyers Title Guarantee Funds of 
ABA through its efforts has caused to 

be created a private commercial com
pany called the National Attorney's Ti
tle Assurance Fund, Inc., for the pur
pose of entering nationally into the 
field of issuing title insurance, limiting 
its sales and appeals to lawyers. 

"And, whereas through such special 
Committee on Lawyers Title Guarantee 
Fund, the activities of said National At
torney's Title Assurance Fund , Inc. are 
being so publicized as to sugge t formal 
sponsorship by the ABA. Now there
fore, be it resolved that ABA be re
quested and is hereby requesting to 
disclaim sponsorship of National At
torney's Title Assurance Fund, Inc., or 
any other title insurance company or
ganized for the purpose of engaging in 
the issuance of title insurance. 

"Be it further resolved that said 
ABA instruct said Special Committee 
on Lawyers Title Guarantee Funds and 
all other of its committees and officers 
to discontinue the issuance of any 
publicity claim in g or suggesting such 
sponsorship." 

That resolution was proposed to the 
Conference. My resolution was sec
onded and it was presented on the floor 
of the Conference for discu ssion. There 
was no comment immediately by the 
Bar Conferees, they asked for a caucus. 
So they caucused for about an hour and 
then we were ca lled back in. Their re
sponse to our resolution was as follows: 

It seems that there now is a new 
Committee called Committee on Con
ferences of the American Bar. They 
have something like twenty- to twenty
one committees and apparently they 
need an overall committee to co-ordin
ate or something. So, they were going 
to refer this to the Committee on Con
ferences. We asked them, why they 
were referring it, is it because of a po
licy matter? Ts it something that they 
should decide? If it is a decision of the 
Committee on Conferences, why do we 
have our Conferences? Or. is it a mat
ter of question of procedure? 

They couldn't answer us because they 
didn't know what the Committee on 
Conferences was supposed to do. As a 
matter of fact, now this resolution is on 
the table for consideration by the Con
ference. No action was taken. we did 
not want to get into a parliamentary 
procedure matter with them, so we left 
it in that position. The Special Com
mittee on Conferences is supposed to 
meet the latter part of October and 
they are going to submit this matter 
to them. 

Anticipating such a response of de
lay or passing the buck tactics, we were 
prepared to make a further statement 
and this statement was authorized for 
me to state to the Bar Conference on 
behalf of the ALTA Conferees. The 
substance of my statement is this: 

Gentlemen, thi issue is critical to 
the continued existence of this Confer
ence. There is serious doubt by our 
Conferees and many members of our 
Association as to the value of the Na
tional Conference if the Special Com
mittee on Lawyers Title Guarantee 
Funds continues its activities by creat
ing an atmosphere of sponsorship by 
ABA of such Guarantee Funds or in 
any way implying such sponsorship. 

Further, there is a strong feeling on 
our part that such matters of conflict 
that do exist between the Bar and the 
title industry can best be resolved on a 
loca l basis working through local title 
associations and local bar associations. 

Furthermore. and my statement con
tinues, we strongly feel that the ABA 
is being placed in an extremely danger
ous po ition by the activities of its Spe
cial Committee on Lawyers Title Guar
antee Funds because of possible anti
trust questions that may be involved. In 
other words, the Conference's exist
ence is in jeopardy and a satisfactory 
resolution of this vital issue as stated 
in this resolution will determine whether 
the Conference goes forward or is dis
solved. 

That is where the issue stands now 
and I can assure you our conferees of 
the American Land Title Association 
a re going to press for a resolution and 
a disposition of the resolution that is 
on the floor. 

In concluding mv report, I would like 
to compliment your conferees, they do 
their homework. We meet and have a 
preliminary meeting everytime before 
we have our Conference meeting. We 
prepare our statements. We have the 
information that the staff presents to 
us and the research that they do and 
you should be proud of every member 
of the Conference for the interest and 
the contribution and the efforts they 
make to make this Conference some
thing that will develop something in our 
behalf. 

I would also like to compliment Tom 
Jackson , our General Counsel, who has 
given us valuable assistance and guid
ance in our approach to this whole 
Conference idea. 

Liberalizing the Uniform Commerial Code 
Ralph Jossman 

Chairman, Committee to Study Article IX of the Uniform Commercial Code 
Michigan State Counsel, Lawyers Title Insurance Corporation, Detroit, Michigan 

T he Uniform Commercial Code is 
now the law of all the states except 

Louisiana. and of the District of Colum
bia and the Virgin Islands as well. The 
basic idea of the Code is uniformity-

22 

that the same instrument or the same 
procedure should have the same effect 
in every state-in Portland, Maine and 
Portland, Oregon, Richmond, Indiana 
and Richmond, Virginia. But soon af-

ter they had adopted this supposedly 
uniform code legislators all over the 
country commenced making changes in 
Article 9 thereof, which deals with se
cured transactions. Numerou amend-
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ments to this Article have been adopted 
-so many of them that Code uniform
ity was seriously affected. Four years 
ago, the Code's sponsors, the American 
Law Institute and the National Confer
ence of Commissioners on Uniform 
State Laws, which bad previously been 
unenthusiastic about making changes in 
the Code, set up a review committee 
to study Article 9. The job of the re
view committee was to effect a revi
sion of the Secured Transactions Arti
cle, giving consideration both to the 
criticism which had been directed at 
some of its provisions, and the numer-

' ous amendments to it which had been 
enacted. It was hoped that the revised 
Article, through inclusion of some of 
the non-uniform amendments, might 

' induce legislators to enact its provision 
and restore the lost uniformity. 

When the UCC was being drafted, 
this Association took no part in the 
work. Hence, we were rather sur
prised by those portions of the Code 
which deal with security interests in 
fixtures. Both the notice and the pri
ority provisions thereof created prob
lems for the title industry. A pretty 
sweeping priority was afforded to fix
ture security interests over real estate 
:nterests, but the Code provisions made 
it difficult for the title searcher to find 
financing statements dealing with fix
tures. Dissatisfaction with these notice 
provisions caused amendments to the 
Code to be adopted in many states. Un-

. doubtedly, these amendments made 
things easier for the title examiner. Nev
ertheless, they did operate to erode the 
uniformity that the Code sought to at
tain, which was certainly a highly de
sirable iwal. 

Upon the establishment of the Re
view Committee, this Association de
cided that our views should be pre
sented to that group, in an effort to 
bring about some improvement in 
the fixture provisions of the Code. 
George B. Garber, who was then our 
president, appointed a special Associa
tion Committee to carry out this task. 
My associates thereon are Robert Krat
ovil and Ray L. Potter, both of whom 
are well known to you. 

Because of the lack of enthusiasm 
previouslv exhibited by the Code spon-
ors as far as amendments relating to 

fixtures were concerned. our com
mittee had some apprehension that any 
suggestions it might make would receive 
scant consideration. We were happy 
to discover that our fears were ground
less. Prof. Homer Kripke, of New 
York University, who is the associate 
reporter for the review project, is a 
man particularly well qualified to deal 
with the subject of security interests
not only in fixtures but in other col
lateral, too. He was once general coun
sel of one of America's largest finance 
companies. He has written some pene
trating articles on the Code's fixture 
provisions, which demonstrated his 
awareness of the problems that had been 
created for the title industry and for 
the real estate investor. Prof. Kripke 
had offered some suggestions of his 
own for the improvement of the fix-
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lure provisions, and was willing to con
sider any such proposals that this As
sociation might wish to offer. 

Accordingly, our committee decided 
to arrange some meetings with Prof. 
Kripke at which our proposals and 
arguments could be presented, and the 
fixture provisions, both existing and 
proposed, be discussed at length. Mean
while, Ray Potter and I had been ap
pointed, along with two New York at
torneys, to a Special Committee on 
Article 9 in the Real Property, Pro
bate and Trust Law Section of the 
American Bar A sociation. This dual 
membership has made it possible for 
both committees to meet with Prof. 
Kripke at the same time. Three such 
meetings have been held, all of them 
in New York City, where the professor 
teaches. We would not wish to blow 
too loud a blast on our own trumpet, 
but I do think that as a result of these 
meetings, the provisions of the Code 
relating to fixtures will be much more 
satisfactory to title men in the near 
future. 

The improvement that is being 
brought about may be seen in Prelim
inary Draft No. 2 of proposed changes 
in Article 9, which was released ear
lier this year. This draft (and let me 
emphasize that it is still a draft) deals 
with Article 9 as a whole. Many of 
provisions related to matters with which 
we are not concerned. It is true that our 
committee is not entirely happy about 
some portions of the fixture provisions 
of this draft. This matter will be dis
cussed later. Nevertheless, a review of 
these fixture provi ion will show that 
much improvement would be effected 
by enactment of the changes proposed 
by Draft No. 2. 

As has been said, one frequently ex
pressed complaint about the Code was 
that its procedure for giving notice of 
security interests in fixtures was inad
equate. More than twenty states have 
adopted amendments of one kind or 
another designed to afford better no
tice of such interests. Draft No. 2 in
corporates ome of these amendments 
int~ a much improved system of giving 
notice. It proposed to have fixture fi
nancing statements made a part of the 
land records. Such a financing state
ment would have to affirmatively set 
forth that it re lates to fixture collateral 
and is to be filed in the real estate 
records. This may require a change 
in the form of financing statements 
now in common use. Those of you who 
have read Mr. Kratovil's article deal
ing with the e forms should be aware 
of their failure to make adequate pro
vision for giving notice when fixture 
collateral is involved. 

By requmng a specific statement 
that the instrnment relates to fixtures, 
and is to be filed in the land records, 
some of the confusion created by a 
widespread custom of insertin,g indis
criminate reference to "fixtures" in fi
nancing statements will be eliminated. 
This is often done even though the col
lateral i wholly of a chattel nature, 
and is not being attached to any real 
estate at all. About all that is accom-

plished by these "boiler plate" refer
ences to fixtures is to create a problem 
for the title examiner. 

Since the fixture financing statement 
is to be part of the real estate rec
ords, it must necessarily contain a de
scription of the real estate to which 
the goods are to be attached. Draft No. 
2 would limit the present language of 
the Code, which specifically permits in
formality in real estate description. by 
authorizing an optional amendment pro
viding that the description must be suf
ficient to constitute constructive notice 
if it were contained in a real estate 
mortgage. 

Exist ing prov1s1ons for indexing of 
fixture financing statements would be 
improved under Draft No. 2. Such state
ments are to be indexed in the name of 
the debtor and of the secured party as 
well, in like manner as if he were a 
mortgagee. With respect to names, a 
filing against a partnership debtor is to 
be made in the name of the partner
ship, not those of the partners. When 
an individual is using a trade name, the 
filing is to be under his individual 
name only. If indexing is carried on 
by description, as in public tract in
dexes, the fixture financing statement 
is to be indexed therein. 

A ground of objection to the Code 
provi ions for indexing in the name of 
the debtor only was that, for one rea
on or another. his name might not ap

pear in the record chain of title. This 
was responsible for a number of states 
adopting an amendment requiring the 
name of the record owner to be shown 
in a fixture financing tatement. It is 
provided in Draft No. 2 that for a fix
ture filing to obtain priority over real 
e tate interests. the debtor must have 
an intere t of record in the real estate. 
This requirement will also operate to 
prevent the possibi lity of a security in
terest, created in favor of a supplier of 
fixture goods while they were still in a 
chattel state, carrying over against real 
estate interests when the good are la
ter attached to a structure. 

Many of the criticisms directed at the 
fixture provisions of the Code were 
based upon the priorities afforded a 
security interest in fixtures. 

The e broad priorities reflected the 
general thinking of the Code's drafts
men that such financing is usually of 
a purchase money nature, and should 
therefore be entitled to preferential 
treatment over real estate interests. Tt 
has, however, been contended that so 
far as construction mortgages are con
cerned, the Code discriminates in favor 
of fixture suppliers by affording them 
a special remedy, instead of referring 
them to the mechanics' lien statute. 

Draft No. 2 affords some priority to 
a construction mortgage, which it de
fines as one securing an obligation in
curred for the construction of an im
provement on land, with such fact being 
indicated in the recorded instrument. 
Tn order for a construction mortgage 
to obtain priority over fixture security 
interests. the mortgage must be re
corded before the goods become fix
tures. This last-mentioned event must 
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occur before the completion of con
structio n. lt is not intended that a con
struction mortgage should have priority 
over security interests in fixture goods 
that become part of the real e tate 
some time after the building has been 
ful ly erected. The priority afforded a 
construction mortgage would carry 
over in favo r of a take-out mort gage 
thereof. 

Under Draft No. 2, once a real 
es tate interest has priority over a se
curity interest in fixtures, one who 
acquires it will enjoy the same priority 
th at the transferor had. This is so, even 
though the security interest was evi
denced of record before that of the as
signee. The reason for this a rrange
ment is to enable the holder of the 
real estate interest to transfer what he 
has, which wou ld not be the case if 
the priority did not carry over. 

A new provi sion contained in the 
draft would permit a recorded real 
estate mortgage to be effective as a 
fixture fin ancing statement. To accom
plish this, the goods must be, or be
come, fixtures related to the mort
gaged land , and be described in the 
mortgage by item or type. The m ort
gage must comply with the requi re
ments for a fin ancing statement , in
cluding those abou t giv in g the addresses 
of the parties. Jn this connection. it 
should be mentioned th at Dra ft No. 2 
eliminates the present requirement that 
a financin g statement be signed by the 

secured party. N o sepa rate fi lin g or pay
ment of any add iti ona l fee would be 
required . 

There a re so me par ticu lars in which 
provis ions of the draft may cause some 
concern to titl e men. A priority would 
be affo rded to purchase money inter
ests in fi xture goods over existing real 
esta te interests, if the debtor has a rec
ord in terest in the rea l estate and the 
security interest is perfected within ten 
days after the goods become fixtures . 
This priority is ak in to that appl icable 
to purch ase money security interests 
in other types of collateral. This new 
arrangement would rea lly be a n im
provement on the present Code provi
sions, which give an unperfected pur
chase money securi ty interest in fixtures 
priority over an exis ting real estate in
terest. Moreover, the retroactive priority 
is not operative as agai nst subseq uentl y 
acquired real estate inte rests. The risk 
to our indus try from this proposal would 
be small. 

Probably the most ser ious problem 
that would be created for us by Draft 
No. 2, a ri ses from a proposal to afford 
priority over real estate interests to 
security interests in readi ly removable 
rep lacements of domestic appliances in 
a building of not over four family 
dwelling units, or in readi ly removable 
facto ry or office machines. Such pri
ority wou ld be afforded when the secu
rity interest has been perfected in any 
way permitted by the Code, including 

the filing of a financing statement in 
the chatte l records. As to the domestic 
appl iances, the proposal would not 
seem tci lit.: a svu:«.:e of difficult y. Our 
Specia l C'Limm ittcc. is however, con
cerned about Liiis proposal so fa r as 
the fac tory a nd office m achin es are con
ce rn ed . Tt is not always easy to deter
mine whether a machine is readi ly re
movable, a nd the problem ca n be ag
gravated if th e decision must be made 
sight unseen. We have, of course, 
suggested that there should be some 
modification of the proposed arran ge
ment. Tt remains to be seen what the . 
Rev iew Co mmittee will do. 

ln view of the numerous amendments 
to Article 9 made by Draft No. 2, it is 
rrobable that further changes will be · 
made therein before the Review Com
mittee submits its final recommenda
tions to the Code sponso rs. These 
amendments wil l, however, relate to 
matters ot her than fixtures. But T do 
not be! ieve that any changes will be 
made in the grea tl y improved notice 
provisions of the draft or any substan
tial change in those relating to priority. 
lf these parts of the draft a re accepted 
by the sponsors, we ca n look forward 
to having a n improved Article 9. which 
may bring back some of the uni form 
ity that th e Code sought to attain. but 
which , so fa r as secured transactions 
were concerned. was in danger of be in g 
lost . We will a lso find the Code eas ier 
tn work with. 

Real Estate Sales in the '70's 
H. Jackson Pontius 

Executi1·e Vice President, National Association of R ea l Estate Boards, Chicago, Illin ois 

Just a year ago, one of our 1,586 
boards of Realtors decided to clear 

out a ll the old automobile hulks that 
were debasing the front lawns and the 
countryside in Lake City, Florida. Tt 
was part of our "Make America Bet
ter" program. 

Everyone wanted these old junkers re
moved. They were unsightly and un
wanted . Yet it wasn't enough to go to 
a home owner and tell him that we 
wanted to do him a favor by removing 
a piece of junk. There was the matter 
of title. Who owned this hulk, and did 
he want to get rid of it? 

The answer is that alt these people 
were willing to part with the piece of 
metal on the front lawn and the side 
yard. Nevertheless, the Realtors who de
veloped this fine project discovered that 
a ny approach to the disposition of prop
erty must be done properly and legally. 

This is another way of saying that 
the listing and selling of real estate is 
tied directly to the establishment of a 
title for that real estate. So what I am 
about to say today about the selling of 
real estate in the '70's can welt be 
applied to your business. One thing is 
certain, the Realtors of America face 
change, perhaps rad ical change in the 
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'70's. By the same token , there is no 
lock-in situa tion for the title people . 
You. too. may find that the old days 
and the old ways a re gone forever. 

Jn any assessment of the coming dec
ade, we must find where we stand now. 
Let us take a quick look at the present 
situation, and the recent past. to find a 
common ground for lookin g into the 
future. 

1. Interest rates have gone to heights 
that haven't been experienced si nce the 
C ivil War. 

2. Housing starts this year were less 
than 1,400,000 which is more than a 
million less than the fed erally-projected 
2,600,000 annu al goal for the next JO 
years. 

3. Vacancy rates, both in rental 
housing and home owner hou sin g, are 
lower than they have been in m any 
years. 

4 . Mobile housing. at 400,000 units 
last year, is increasing. 

5. Part of the low-income segment of 
our population is being priced out of a 
home. 

6. Land, labor, and mate ri als prices 
continue to rise. 

The only certainty, as we all know. 
is change. Although we can appl aud the 

J 968-69 federal proposal that we de
velop 26,500,000 housi ng units during 
the next 10 years. we know th at there 
may be some holes in the prognostica
tion. For one example, it was said th<.it 
the test imony aga inst the birth control 
pill in Congress would result in 100,000 
"u nwanted" babies in one year. Other 
va ri ables may be equally potent . The 
1970 census will no doubt provide us 
with a vast body of knowledge which 
can be used to improve the business of 
real esta te and title compan ies. 

We know that housing starts dropped 
to a 20-year low in J 966, and that since 
then, interest rates went up, money was 
hard to get, ma rginal building and sa les 
firms we nt out of business. and a 
greater share of construction money 
went into multipl e unit . Forty-five per 
cent or more. 

Now a new trend is with us. Money 
is easier to get, interest rates a re de
clining, and new interest is being 
shown in housing construction. Its the 
old story-feast or famine. 

Signs already are on the horizon to 
show that thi cyclic situation may be 
passing. Housing is becom ing more and 
more poli tically oriented. In each of the 
past three years, Congress h as passed 
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housing laws that will have dramatic 
impact on the industry-and on your 
business. 

Consider the rent supplement bill. 
Some of our elderly citizens now are 
re iding in new apartments, complete 
with stove and refrigerator, carpets and 
drapes, for as little as $39 a month. 
Some interest rates are as low as one 
per cent on government-backed housing. 

Patterns of change in the ownership 
and financing of real estate which 
evolved in the second half of the J 960's, 
indeed have affected methods of mar· 
keting, and no doubt will , to a growing 
degree, in the decade ahead. 

Looking into the future, always per
ilou s, may be even more risky today 
because of the international,.. influences 
th at can affect real e ta te ma rket ac
tivity. It is no longer local. We also 
must conside r the potenti a l financial 
environment in which real estate will 
be marketed. Furthermore, we k110111 

tha t there will be great technological 
advances in the field of real estate. 

The vast majority of American fam
ilies own the home they occupy. This 
consumer characteri st ic is expected to 
continue. Young families , th ose headed 
by a person between 29 and 35. bou ght 
more frequently than any other age 
group in 1969. This is a fairly recent 
change, largely brought about by the 
higher start ing sa laries today. Jn the 
pas t, we considered the demand for 
home purchases as concentrated in the 
age group between 35 and 45. 
· Another factor to be considered in 

the decade ahead is the greater pe r
centage of ownership by older person . 
Older pe rso ns not only have better 
pension ri ghts, but h ave been able to 
accumulate and retain assets because of 
economic stab ility. and the safety of 
savings acco unts. 

Furthermore, in the years ahead. an 
increasin g share of home ownership 
will represent not just a single family 
property, but a cooperative or a con
dominium in a multi-story structure. Jn 
the past few years, an increa sin g share 
of hou si ng production has gone into 
apartment buildings, lead ing some econ
omists to say that the l 970's will be 
the decade of the renter. Thi s is only 
partly true even for the renter. because 
it likewi se will be the decade of the 
second home . And we know, of course, 
that there is a powerful pent-up de
mand for single family home owner
shi p. 

Our nation has become urbanized. 
But a greater number of families, de
pressed by the foul air and overcrowd
ing of cities. are buying second homes 
in the country. Last year about 150,000 
of the total sta rt s were vacation homes. 
The craving for property ownership per
sists, whether for a single family home, 
a cottage. or a cabin. 

The maior change in the years ahead 
likel y will be in the a reas of hou ing 
nroducti on and the mo rtgaging of exist
ing units. Unexpected methods of pro
duction are almost guaranteed as the 
result of the experimental methods be
ing pursued through Operation Break
through. Vastly different methods of 
financing and marketing are likely. 
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Buyers seeking homes from an exist
ing inventory more frequently will find 
a computer program associa ted with the 
selection process. Last year. nearly two 
million fa milies bought properties from 
the existing supply. Many of these fam
ilies lea rned abo ut available properties 
through Realtron, a push-b utton , tele
phone computer service sponsored Jess 
than two years ago by our Association. 
Listings can be obtained in seconds, 
properties can be compared for the 
purpose of pricing in just a little more 
time. lt is easy to see how this sys tem 
is valuable in commercial and industrial 
appraisals and in figuring costs, taxes. 
percentages, potential profits and the 
avo id ance of unprofit ab le properties. 

The Realtor reaches the memor y 
bank of the computer by telephone. He 
may use a touch-tone telephone, or a 
dial te lephone which has a Touch-Tone 
pad attached. Let's say he is calling to 
find li stings of three-bedroom two-bath 
homes with a two-car garage, and 
within a certain price range a nd within 
the boundaries of a specified school dis
trict. The computer responds almost in
stanta neously, usuall y in less than three 
second s. 

Searching for listings, for compara
bles, for the information necessary to 
guide a prospective buyer of an office 
building can be time-consuming. The 
search may be easier, shorter, and 
more successful by use of the vast 
storage of information provided by a 
computer program. 

Obviously, the great advantage of a 
computer program is that it gives the 
salesman more time to sell. The human 
element is still there. First, the prop
erty must be listed . Again, the sales
man must meet with his prospect, dis
cuss his needs, and go with him to the 
pinpointed properties that su it his re
quirements. In the meantime, a lot of 
his old trial -and-error , time-consum
ing chores will h ave been avoided. 

This is highly important, si nce there 
is widespread belief th a t the marketing 
of homes in the '70's and thereafter 
will be more sales oriented than in the 
past. Jf we look at the history of hous
ing closely, we find that the pattern of 
sales has been set by any number of 
variables. Money supply, interest rates, 
governmental action, building codes, and 
many other things-whimsical and 
otherwise-have set the tone for our 
up-and-down housing production and 
sales. 

In connection with sales orientation 
of housing in the '70's, it is interesting 
to consider housing sales as a counter
part of automobile marketing. This is 
not a new idea, but it may develop 
rapidly as the result of the high prices 
of land , labor and materials. It is pos
sible that we will have a return to the 
stripped-down single family homes, 
with perhaps two bedrooms and one 
bath. Room for expansion will be in
cluded, on a do-it-yourself basis. Such 
extras as fireplaces, air conditioning, 
and dishwashers could be eliminated 
from the housing package for the sake 
of economy. 

The federal government, as well as 

private enterprise, has been looking in
to the low-cost market, but with an en
tirely different approach. Even 10 
years ago, today's incursions of the 
federal government into the housing 
market would have been inconceivable. 
Yet, nearly 500,000 of our annual 
housing starts now are subsidized one 
way or another by the federal tax dol
lar. 

1n yet another way, the federal gov
ernment is making its influence felt in 
housing. Increasingly, families are be
ing dispersed according to racial and 
economic status by government decree. 
The real estate practitioner, and the 
title company are well advised to 
watch this development as a marketing 
index. 

The federal government continues to 
be involved in public housing, con
sidered to be the last, desperate throw 
of the dice for families on welfare, or 
with limited income despite its dismal 
record of failure. 

One of NAREB 's " Make America 
Better" projects, developed by Realtors 
in Eau Claire, Wisconsin, disclosed one 
of the worms in the public housing 
apple. The Realtors built rent supple
ment housing for elderly people for 
about $11,000 per unit. Nearly com
parable public housing units cost nearly 
$5,000 more! 

The fate of public housing in the 
'70's , and the impact of such housing 
on private enterprise marketing, at least 
in part. may be decided in the United 
States Supreme Court. California, and 
several other states, have laws on the 
books stipulating that proposals for 
government ownership and operation of 
housing must be subject to a referen
dum. This has been challenged, and it 
will be up to our high court to decide 
the future of public housing. 

M any other federal programs are in 
existence which might well alter private 
saving and investing decisions in the 
realm of housing. Tax credits, loan 
guarantees, subsidies, special borrow
ing and lending rules for private and 
government - sponsored - institutions -
these are a few. 

It is evident that housing will be
come increasingly affected by political 
decisions. Basically, om economy should 
be able to finance housing needs, but 
the government's overall monetary pol
icy will affect its availability. Indica
tions are that the ja_gged up-and-down 
cycles of money availability and inter
est ra tes will become saucer-shaped as 
the Congress realizes the tremendous 
social importance of adequate housing. 

The returns from providing adequate 
housing are known. Well-documented 
studies show that the health , productiv
ity, absenteeism, and educational objec
tives of workers are affected significant
ly by proper housing. Once the society 
is sufficiently sheltered, a constantly 
substantial savings to income ratio is 
obtained, as shown by a study in Vene
zuela. This is considered a vital index 
to social health. 

Changes in the ownership, and the 
method of financing income properties, 
now in process, will have a profound 
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effect on the marketing of office 
buildings, retail outlets and industrial 
facilities. Mortgages are beginning to 
contain some form of lock-in, or equity 
participation. Lenders, considering the 
variability of interest and the dollar 
value, are asking for a "piece of the 
action". 

As one means of coming to grips 
with the gyrations of the money mar
ket, economists are looking with differ
ent degrees of intensity at the variable 
interest rate. On the surface, it makes 
sense to some. Why should Buyer A, 
who purchased his home before infla
tion zoomed in 1965, pay only 6 per 
cent interest, while Buyer B, five years 
later, pays 9 per cent? A lot of knotty 
problems will have to be solved before 
this becomes reality. Some of these in
clude: clarity of contract, selection of 
an appropriate index, methods of ad
justment (increase in monthly payment 
or extension of term), pre-payment 

provJSion, the acceptability of the var
iable rate mortgage in the secondary 
market, and a uniform mortgage instru
ment. These are problems that can be 
solved if lenders and government agen
cies are willing. 

The variable interest rate proposal is 
just one of the results of our prolonged 
seige of inflation, an inflation that is 
painful to everyone while it is going on, 
and painful while we are trying to flat
ten it out. In addition to the variable 
interest rate, it has been suggested that 
forms of individual home ownership be 
developed which provide inflation pro
tection. For example, the home owner 
of the future, according to this idea, 
would not own his home outright, but 
would own stock in a corporation 
which owned his home. Or the lender 
would have an equity participation in 
the home. Thus if the price went up 
50 per cent after 10 years, the lender 
would share in the profit. 

Some of this is only conjecture, but 
there are enough straws in the wind to 
show that the marketing of housing in 
the coming decade may well be some
thing more than evolutionary. 

One thing is certain, that the preser
vation of the total environment has 
reached transcendant importance in the 
United States. Our National Associa
tion, through its three-year-old "Make 
America Better" program, is attempting 
to solve some of our environmental 
problems. Many other associations and 
individuals are working toward the 
same goal. Meanwhile, we in the real 
e~t~tP. calling must make sure that 
everyone is appraised of the fact that 
the home is a vital core of the human 
environment, the place we take rest 
from our daily work. Let us help make 
sure that the home has a more con
stant place in our financial firmament. 

Automation, Organization, Classification and 
Retrieval of Title Information 

T here is today, an increasing aware
ness among government officials, 

title companies, and abstracters of the 
need for some uniform method of stor
ing and indexing land documents, as 
well as an awareness of some method 
to reduce time spent in the actual title 
search. 

The present method of indexing doc
uments of record to the name of the 
owner rather than to a means of iden
tifying the land is only one of the prob
lem areas that the title searcher is con
fronted with today. 

Although both public and private 
title searches are primarily interested in 
who owns the land rather than does it 
belong to a certain individual, never
theless the property is sti ll indexed un
der the owner's name. 

To further hamper title searching, 
land records are indexed in a variety 
of places and in a variety of ways, and 
this practice further increases both cost 
and time necessary for any particular 
search . 

Some title companies at great expense 
have tried to solve some of the pres
ent problems by instituting their own 
data plants. However, lack of coopera
tion between title companies and the 
diverse methods of public indexing have 
only eased the problem in small areas. 

Old methods of storing documents 
are still continued in the face of tech
nological progress which provides new 
developments, not only in the areas of 
surveying and map making, but in the 
storage and retrieval of the documents 
themselves. It is possible to cut the time 
of a title search, thus saving the search
er, and in turn the customer, many 
dollars-if present advances in electron
ic storage and retrieval systems are 
utilized. 
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Some public offices are beginning to 
make use of electronic data processing 
equipment for the preparation of grant
or and grantee indexes as well as for 
the storage and retrieval of land docu
ments. However, this is done on a 
small scale and there is at the present 
time no systematic attempt to establish 
such retrieval and storage systems on a 
nationwide basis. Nor has there been 
any decisive plan presented for a uni
form coding of all land documents so 
tha t future storage and retrieval sys
tems could operate on a nationwide 
scale. 

Because access to land documents 
must be random, there is a vital need 
for some improved system of informa
tion exchange among those who use 
these papers. Cooperation rather than 
competition must become an accepted 
way, and cooperative efforts on all 
levels of government and among both 
public and private users and data plants, 
must be instituted if a uniform system 
of codification is to be devised. 

There are many factors impeding the 
development of such a uniform indexing 
system. One of the main sources of 
trouble is the state statutes which pro
hibit the use of technological develop
ments. Therefore, one of the first 
phases must be a change in concepts 
as well as a change in the statutes 
which those concepts promote. 

Narrow concentration of interest by 
the users and recorders of land records 
has pigeonholed records in various de
partments. The recorders of deeds, for 
example, have concerned themselves on
ly with those land records which per
tain to their departments. While tax 
departments have concerned themselves 
with the documents with which their 

departments must work. As a result, a 
definitive search is a long and involved 
affa ir. Centralization of documents and 
uniform coding would save many dol
lars and many hours of tedious search. 

The retention of the English concept 
of identifying land through some given · 
individual has further diffused land rec
ords and added to the difficulty of 
the search itself. Thus, we find many 
items of record affecting the title, but 
containing no integral reference to the 
land in question . Such material may be 
indexed to the name of the person af
fected rather than to the land itself. 
which also add to the length and dif
ficulty of the search. 

Competition between private data 
plants has led to an even greater 
narrowing of the information and the 
differences in title examination have 
led to a variety of ways of indexing 
the material. Thus. access is difficult 
and procedures of access cannot be 
uniform. 

Jn 1962, Frederick M. Lombardi and 
Robert N. Cook made specific recom
mendations for the modernization of 
state recording statutes. Their principal 
proposals were: 

1. A tract or parcel index as well as 
a strictly alphabetical name index 
be used; 

2. The use of accurate large scale 
maps; 

3. A master title record be provided 
for each parcel consisting of mini
turized copies of all title documents 
relating to it; 

4. A uniform standard governing size, 
type and form of all documents 
be instituted: 

5. Use of electronic data processing 
equipment; and, 

JANUARY 1971 



6. Quick replacement of any portion 
of public records relating to land 
titles. 

Jn 1968, the American Bar Associa
tion Committee on the Improvement 
of Land Title Records offered a form 
for modern land title records at the 
end of their five-year study of this prob
lem, stressing in particular that such a 
method must be both comprehensive and 
unified. 

At a meeting at the Cincinnati Col
lege of Law on December 9 and 10, 
J 966, the Tri-State Conference on a 
Comprehensive Unified Land Data Sys
'tem set forth the basic characteristics 
of a unified and comprehensive system 
of recording land documents. The sev
en points presented at this time were: 

I. Description of land by use of co
ordinates which are tied into the 
national control system and which 
meet recognized legal standards for 
land description; 

2. A land title system with an index 
by parcel as well as an index by 
person (owner); 

3. Geographic coding of each parcel 
of land; 

4. Use of the geographic code in all 
records of each parcel; 

5. Use of a national grid system; 
6. Use of a national system of code 

numbers to identify natural per
sons, corporations and organiza
tions; and, 

7. Coordination of local, state and 
federal activities in collecting, use 
and storage and retrieval of land 
documents. 

The principle unifying factor in this 
system is an identifying number to in
dicate location by latitude or longitude 
or some other acceptable coordinates 
which can be converted to latitude and 
longitude. 

Evidence of a need for a change in 
the handling of land documents is 
evinced by the increasing number of 
county land data banks. 

The District of Columbia estimated 
a saving of $76,000 over a period of 
four years by using a data bank. 

Philadelphia also initiated a single 
system for handling land records in or
der to facilitate searches. 

However, much of the parcel data 
in existing land banks is not always 
relevant in land transactions as the 
main thrust for these data banks has 
come from planning, taxing, and code 
enforcement officials rather than from 
the actual title searches and abstracters 
themselves. However, as more and more 
agencies turn to these data banks and 
they are used by more people, their use
fulness will greatly increase. But this 
usefulness will always be dependent 
upon continuous and accurate updating 
of the materials stored. 

The problem of handling land records 
is not limited to this country alone. A 
number of other countries and govern
ments have been experimenting and 
trying to devise working forms of com
puterized land recording systems. 

Jn March 1969, a special committee 
appointed by the government of Sweden 
recommended that Sweden establish a 
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centralized system of computerized land 
recording. The proposed Swedish sys
tem would utilize improved large scale 
maps and more accurate location of 
parcel boundaries by the use of coor
dinates similar to those used by the 
U.S. state plane coordinate systems. 

Austria also is working on a similar 
system, but the most ambitious program 
for the development of a modern land 
system of land records has been de
veloped in Canada at the University 
of New Brunswick. 

This program includes the develop
ment of records pertaining to land and 
people as one integrated system. 

Diversity of recording and obsolescence 
of present systems poses a problem to a 
unified system in the U.S. Also. interest 
in the development of a modern land 
recording system varies from slate to 
state as does the relationship between 
the states and their local governments 
vary to great degrees. 

The federal government is in the best 
position to provide the leadership nec
essary for the institution of moder
nized recording systems, but it too is 
faced with the problem of lack of co
ordination among its departments and 
independent agencies. However, a cen
tralized data bank would greatly facili
tate access to land information by all 
agencies and all levels of government. 

From time to time, the federal gov
ernment has assisted state governments 
in acquiring computers to determine 
the feasibility of establishing new and 
independent land records by systems. 
Most of them have failed due to the 
temporary nature of the project and the 
use of personnel inexperienced in coding 
and recording this type of data. 

There were also great delays and costs 
as the staffs were organized and trained 
and there was never any provision 
made for the updating of information 
and little care was taken in the rele
vance of the data that wa recorded. 

The need for a modern system is rec
ognized by all who use these records. 
The tools are available and have been 
available for some time. What is now 
needed is the impetus to carry this sys
tem through from start to finish. Since 
World War II, many states and coun
ties have instituted systems of micro
filming for the safe guarding of these 
records, but few have carried it further 
than this, as few of them have even 
completed the filming of the documents 
on hand. 

Two western N.Y. counties, Erie and 
Niagara, have instituted a program of 
microfilming for security purposes, but 
in the case of Erie County alone, no 
provision has been made for coding and 
the filming is not even half done at this 
date. 

However, for those counties and com
panies that have initiated their own pro
grams, some form of microform has 
been used. 

Microforms have may advantages, 
not the least of which is public famili
arity with their use and their form, as 
well as a constantly growing use of 
these forms by business and govern
ment agencies at all levels. 

This use of microforms is not so 
much the invention of a new device as 
it is the adaptation and modern usage 
of a form of record keeping that has 
been with us for quite some time. Mi
crofilm has had an interesting and im
portant history from its first discovery. 
It has served a~ amusement and as a 
means of communication during war 
emergencies and in all instances it bas 
proved its worth. A survey of its history 
might be of interest at this time. 

The concept of microfilm is nearly 
as old as photography itself. One of the 
first commercial uses of microfilm was 
done by experimenters who made mi
crophotographs at reduction ratios as 
great as 150 to 1. Many of us can re
call their results, for these microphotos 
were commercially marketed when they 
were mounted at the end of small 
magnifying tubes that were standard 
souvenir equipment. 

Its first important application was 
during the Franco-Prussian War. When 
Paris was under siege, the surest method 
of escaping was by air. Much traffic 
was moved out by ballons, but these 
balloons were not powered and the 
drifting wind currents made their final 
destination uncertain. 

Ingenious French photographic tech
nicians managed to devise an efficient 
airmail service between Paris and 
Boardeaux by using carrier pigeons 
who had rolls of thin film sheets at
tached to their tails. 

However, it was not until after World 
War I that a manner was devised to 
solve important business problems by 
the use of microfilms. What made this 
possible was the development of the ro
tary microfilm camera by George Mc
Carthy, a New York City bank clerk. 
In the daily routine of his job, he en
countered problems by customers claim
ing that their accounts had been debited 
for checks never drawn. Since the bank 
returned the cancelled checks to its cus
tomers it had no way of determining 
whether or not the customer was telling 
the truth. McCarthy was determined 
to find a way to record banking trans
actions. Interested in photography and 
inventive by nature, he, with the aid of 
an engineer partner, worked out a ma
chine in which a check conveyor belt 
was synchronized with a motion picture 
camera. Jn 1925, they applied for a 
patent for this machine. Big and clumsy 
as it was and despite its bugs, bankers 
showed some degree of interest in it, but 
it was not until the management of the 
Eastman Kodak Company took over the 
manufacture of this camera that the 
machine was perfected. By 1933, there 
were 700 of these RECO Recordaks in 
operation in the country. 

Microfilm was used in World War II 
to speed the air mail letters overseas. 
It was during this time also that the 
development of the microfilm aperture 
card presented a means of quick retriev
al for material stored on microfilm. 

In the 1950's, the introduction of 
the compact microfilm reader-printer 
made the use of microfilm a convenient 
matter in office procedures. 

In the I 960's, microfilm techniques 
were more and more merged with elec-
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Ironic data processing. Systems were de
vised that permitted the calculations of 
computers to be recorded direct ly on 
microfilm in the form of graphs and 
charts. rather than in machine language 
on magnetic tape. 

Methods were introduced that by
passed the chemical development of 
images on the standard light-sensitive 
film and used instead a method of 
electronically imposing and fixing im
ages on the film. This development fur
ther increased the importance of micro
filming as an information and commu
nications tool. 

Microfi lm for the storage and re
trieval of vital documents has many 
advantage . The first is the easy entry 
of the data into the system. Documents 
are quickly and easily filmed , proc
essed and made accessible. The second 
advantage is the ability to retrieve in
formation quickly. File integrity is an
other benefit of microform systems 
(term used to refer to any type of micro
total system). Documents rem ain in the 
central file and are accessible only to 
authorized personnel. Reader-printers 
provide hard copies immediately if they 
are required. No document leaves the 
file, so none are misfi led, lost, acci
dentally destroyed, marked, or muti
lated. The fourth advantage is docu
ment security obtained by placing the 
originals or a microfilm copy in the 
archives. Space savings are enormous. 
Microfilm reduces records to 2 percent 
of their original size and can be stored 
in an area J / J 0 as large. Economy is 
perhaps the key word when describing 
the benefits of microform systems. Such 
a system is economical in operation and 
requires fewer people to maintain it. 
The cost of in-plant microfilming can 
be as low as one cent per Jetter-sized 
sheet of paper. 

Microforms include roll microfilm , 
chip film, aper ture cards, microfiche, a nd 
acetate film jackets. 

Microfiche arranges a related group 
of images on a card-shaped transparent 
sheet of film. Microfiche cannot be 
added to or subtracted from. 

The use of roll or chip film requires 
an additional index to direct you to 
the units of film containing the docu
ments you desire. 

Aperture cards are be t used for 
blueprints. They provide for automatic 
retrieval , but hold a maximum of twelve 
documents per card. 

Acetate film jackets (also called mic
rofiche jackets) hold strips of film cut 
and arranged in a transparent jacket 
allowing for easy updating. A 4 x 6 
acetate film jacket will hold up to 75 
documents. It is superior for archival 
purposes since a roll of film is easily 
scratched and the jacket provides pro
tection. It can be reproduced easily. 
Positive film may be stored in the 
jacket for day-to-day use and the neg
atives maintained for security, in roll 
form. 

The recordak microstrip utilizes strips 
of 16mm microfilm mounted in card
board frames that allow ea y handling. 
The frames are inserted into a special 
reader for ready access. 
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Various indexing systems for micro
forms are avai lable. The microfile sys
tem utilizes 4 x 6 microfilm transparen
cies stored in pockets in a ring binder 
which serves as an alphabetical index. 
Three thousand to five thou and pages 
of information can be stored on a 
sheet. 

Aperture cards can be indexed by 
the characteristics of documents and 
filed by a persons' name or other alpha
betical, numerical or chronological sys
tem . The characteristics under consider
ation are keypunched into the computer 
and the computer matches them and 
responds with the document or docu
ments required. The actual card is man
uall y retrieved from the files. 

The color-notch code provides index
ing for microfiche jackets. Each color 
can reference one class and each notch 
can be a subgroup in th at class. Indi
vidual microfiche are manually re
tr ieved. 

Microfilm i also being used for in
put to computers. The system employed 
is called FOSD!C (Film Optical Sensing 
Device for Input to Comp uters). Mic
rofilm can be fed into computers at far 
greater speeds than can tabulating 
cards. Two million bits per minute 
can be searched by the computer. Tab
ulating cards are microfilmed with 850 
alphanumeric characters per linear inch 
of 16mm microfilm. 

Indexing microfilm for retrieval may 
be accomplished in several ways. The 
Record ak Kod amatic system utilizes 
solid dark index lines on the sides of 
roll microfilm when the document is 
filmed. Image control indexing ass igns 
an index code number to each docu
ment at the time of filming. A key
board on the reader is punched for the 
code number desired and the film is 
automatically searched with the proper 
image appearing on the screen . 

Several microfilm retrieval systems 
have been developed. The videofile sys
tem developed by Ampex is computer
controlled and uses cameras for input, 
tape for storage, tape transports for 
search and display monitors and elec
trostatic printers for output. Docu
ments can be erased, relocated, or re
placed electronically without disturbing 
the basic file. The search rate is 380 
inches per second using a two-inch tape. 

The Oak Ridge National Laboratory 
has developed a system combining a 
videotape recorder and a digital com
puter. The v ideotape is used to take a 
single scan TV picture of a document. 
The video image is stored on a mag
netic tape and digital descriptions of the 
document are written on an adjacent 
segment of the tape . To retrieve, the 
computer scans the digital signals search
ing for the desired combination of key 
words. When they are found, the video 
signal is projected on a screen thirty 
times a second. A hard copy of the doc
ument can be obtained if desired. 

To achieve rapid handling from a 
number of access points without the 
high initial cost of a computer oriented 
on-line inquiry system, punched feature 
cards may be the answer. Each card 
contains 10,000 discrete hold positions 

providing for a classification of many 
documents with a particular feature in 
common. Retrieva l is obtained by select
ing the cards representing the required 
features, superimposing them and not
ing the location numbers showing a 
hole in all the cards selected. A new 
punching machine for input works at an 
average speed of two seconds for each 
of the 100 rows on a card. 

Jn some localities, title records have 
been organized in an au tomated sea rch 
and retrieval system either by the 
county, title insurance companies, or 
others interested in land documents. 

I. Title Records, Inc. is a corpora~ 
tion owned by four title insurance com
panies operating in Los An ge les County, 
California. Jn 1969. the sys tem had 
more than nine million computerized 
file entries with a growth rate of 7,500 
entries daily. The system hopes to ex
pand to include Orange, Ventura, a nd 
San Diego Counties with remote term
inals at each county seat. An IBM Sys
tem / 360 Model 30 computer is utilized. 

Four thousand five hundred docu
ments are filed daily with the Los An
geles County recorder . These documents 
are obtained on microfilm and are 
stud ied for factors which affect property 
ownership and property title . These do
cuments result in about 7,500 punched 
cards of data a day. 

Specialists search unrecorded data in
cluding federa l tax liens since 1923, 
bonds filed in cities other than Los An
geles which affect property, bank-. 
ruptcy proceedin gs, probates and de
linquent property taxes. 

The information is referenced to any 
or all of three basic files. The first file 
is a property index covering descrip
tions, owner hip, and transfers. The sec
ond file is a general index covering all 
factors affecting an individuals's abil
ity to hold clear title. The third file is a 
date-down file including all title 
searches in progress. Each title search 
may generate as many as five date
down entries including two sellers and 
two buyers plus the land . 

Each day, 1,500 new general index 
entries and 6,000 property index en
tries are added, 120 new title searches 
are started and 120 are terminated , and 
answers to 950 customer inquiries are 
given. 

The computer can search a nswers 
to 25 different customer inquiries, re
view several m illion filed entries for 
each inquiry, and print answers to them 
in one minute. 

Title orders are received by telephone 
with a typewritten follow-up acknowl
edgement including names of buyer and 
seller, lega l description, their title num
ber for the search and their examiners 
identification number. The information 
is tran sfe rred to punch cards with tract, 
block and lot numbers and book page 
and map codes of official pertinent 
records. The computer initially checks 
the general and property indexes to de
termine if any documents are filed rel
ative to any li sted individual or prop
erty. Tn addition to given names, nick
names are a lso checked. The personal 
file sea rch shows past or current di
vorces. liens, bankruptcies and any 
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other pertinent data. In searching the 
property index, the computer checks for 
old title records, easements, trust deeds, 
and mortgages. If nothing is found for 
the specific lot , the computer checks 
the whole block and expands to the 
tract. The earch terminates with a 
chain of title listing all documents at 
the start of escrow relative to the title 
in question. This list is forwarded to 
the client's title examiner. 1f he wishes 
to examine any document listed on this 
or subsequent reports, he is provided 
with a photostat from the microfilm or 
hard copy files. Each clay a check is 
made against the new entries in the 
system to find new documents of inter
est until the title sea rch is completed. 

2. Nassau County, New York, has 
set up an automatic system for retriev
ing its 10.5 million land title records. 
The system uses Mosler Selectriever 
Units, each hou sing 200.000 microfiche. 
Average retrieval time is eight seconds 
per microfiche . The conversion from 
libers to microfiche yields a space sav
ing of 15,000 square feet. Personnel re
quirements are also reduced. Savings 
are expected to be $100,000 a year. 
New records are now avai lable in two 
days as opposed to two weeks using 
the libers. Retrieval is obtained by 
keyboarding the sect ion , block and lot 
number, the microfiche contai nin g the 
desired document is delivered to the 
operator. To do this. each microform 
has 35 holes along the bottom edge for 
coding. When a document cartridge is 
brought to an output station, all docu
ments arc scanned by a controlled flow 
of air. The desired document is lifted 

-upward for presentation and the re
maining ones are restrained by a group 
of rods going through the untouched 

holes. Duplicate cards or copies of the 
document can be quickly made . The 
200.000 microforms hou ed in the file 
occupy approximately twenty square 
feet of floor space . The system is eas
ily expanded to accom mod ate more 
documents. 

3. Georgia Power Company is using 
16mm roll microfilm and an automatic 
keyboard to file and retrieve its 200,000 
land documents. Retrieval time is ten 
seconds to five minutes depending on 
the county size. The 200,000 docu
ments on film are contained in five 
hundred cartridges in one six-drawer 
microfilm file cabinet as opposed to the 
previous J, 100 square feet of filing 
space. 

The retrieval keyboard is punched to 
search for a binary code imprinted on 
the microfilm preceding the document. 
A 100-foot roll of film is searched in 
ten seconds. The desired document is 
stopped and may be viewed on a 
reader. Paper copies may be obtained 
if desired. The indexing system u es a 
minimum of thirteen columns of code 
for each document covering land lot, 
district , grantor, recording data, type of 
document. subject, and department deed 
file number. The operator may search 
by any one or a combination of these 
coded items. Initial breakdown of the 
system is by county. Records for each 
county are filed in one or more film 
cartridges. Where more than ten cart
ridges are required for one county, fur
ther breakdowns are made in the group
ing of documents to reduce the number 
of cartridges to be searched in order to 
find a document. An average of 450 
documents are recorded on each cart
ridge. 

At some future date, the present 
system of land title records might con-

veniently be merged into a new system 
under an administrative official who 
might be called the commissioner of 
land records. It is a lso possible that in 
some states through existing legislative 
authority, supervision of a new system 
of court land records might be pro
vided by the state board of tax appeals 
or some other state adm inistrat ive of
fice. 

Under this plan, all land documents 
could be brought together and stored in 
regional data plants. This would elimi
nate duplication of storage and coding. 
A national coding system could be de
vised and desired information could not 
only be readily available, but could be 
part of a nationwide storage and re
trieval system. Added to this could be 
telecommunications network, so de
signed that retrieval of information 
would be instantaneous anywhere in 

the nation. 
Such a possibility would necessitate 

the establishment of a nationally uni
form coding system for all parcels of 
land and all documents relating to the 
land. Such a system would save search 
time and money, personnel and storage 
space. Also the risk of human error 
would be eliminated and losses of title 
in surance companies as the result of 
faulty titles would be kept to a mini
mum. 

Furthermore. there would no longer 
be the costly duplication of records with 
inherent hum an error to be found when 
duplication of documents is great and 
all copies must be retrieved by a human 
searcher. Tn addition to the above pos
sib le systems, the MCR and more prob
ably OCR scanning device w o u I cl 
readily approach the feasible stage as 
operational and financial costs would 
be reduced. 

Interstate Land Sales Full Disclosure Act and 
Its Effect on Land Titles 

Alfred J. Lehtonen 
Ad111inistra10r, Office of Interstate Land Sales Registration, 

Department of Housing and Urban Development, Washin1:to11, D.C. 

Someone has observed that a lot of 
today's frustration is caused by a 

surplus of simple answers. coupled with 
a tremendous shortage of simple prob
lems. Whoever uttered this aphorism is 
only half right so far as my experience 
as Administrator of the Office of Inter
state Land Sales Registration is con
cerned . True, we do have a tremendous 
shortage of simp le problem , but un
fortunately we also seem to have an 
equal dearth of simple an wers. Any 
problems or answers we discuss today 
will have meaning only against the 
backdrop of the Interstate Land Sales 
Full Disclosure Act. Let us quickly re
view this law. 

Basically, the Act prohibits the direct 
or indirect use of any means or instru
ments of tran portation or communica
tion in interstate commerce or of the 
mails, by any developer or agent to 
sel l or lease any lot in any subdivision 
unle s: 
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I) A >tatement of rec.:ord meeting the 
requirements of both the Act and Regu
lations is in effect as to such ubdivi
sion; 

2) The purchase r is furnished a 
printed property report also meeting 
the requirements of the Act and Regu
la tions prior to such purchaser igning 
any contract or agreement for the sale 
or lease of such lot. 

The Act a lso prohibits any developer 
or agent from u ing any device, cheme, 
or artifice to defraud , or engaging in 
any practice or course of business which 
would operate as a fraud or deceit upon 
a purchaser of a lot in a covered subdi
vision. The developer is further prohib
ited from obtaining any money or pro
perty by means of a material misrepre
sentation with re pect to any informa
tion included in either the statement 
of record or property report. 

There are 10 exemptions in the Act 
and 3 in the Regulations. Where a sale 
or lease transaction is within the scope 
of a n exemption, none of the provisions 
of the Act shall be appl icable. These 
exemptions pose many problems to 
which we could address ourselves, but I 
should like to discuss with you four 
areas which should be of particular in
terest. 

As we wrestle with our familiar every
day problems, others new and not fore
seen come into view. An example of the 
latter is that involving the treatment of 
the condominium concept under the 
Act. 

CONDOMIN IUMS 

Even were the words "subdivision" 
and " lot" confined to what most of us 
visualize when we hear these terms, 
their use in connection with the Act, we 
have found, is not simple and crystal 
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clear. When we consider these terms in 
relation to the varied land divisions, 
land interests, and land uses which are 
constantly being devised, and which 
we are asked to review, the problem 
of administration of the Act becomes 
often complex and frequently baffling. 
As those who will be asked to pass 
upon the titles to those evolving de
velopments, your difficulties will be 
not dissimilar to ours and hence may 
be of mutual interest. 

You may remember that the author 
of one of the first articles discussing 
the Act warned land developers and sub
dividers of the hazards involved in snap 
judgments as to whether or not they 
were exempt from the requirements of 
the statute. Ju t such a snap judgment 
was made by a developer with regard 
to condominium units in general, and 
specifically to the sale of such units in 
a high rise building. Our judgment on 
this matter was arrived at not by an 
off-hand determination but by careful 
study of the Act, its history and re
lated legal principles. 

The definition of the word "subdivi
sion" as set forth in the statute is 
carried over verbatim into the regula
tions. The word "lot'', however, is de
fined in neither the Act nor the Regula
tions. Throughout the Act, the words 
"subdivision" and "lot" are used exclu
sively to denote wholesale and retail 
units or real property. The context in 
which these words are used indicates 
that "lot" is intended to be an offering 
unit into which the defined "subdivi
sion" is apportioned or parcelled for 
purposes of retail sale to the "purchaser" 
who is to be protected by the Act. From 
the definition of "subdivision" in the 
Act. we gather that " lots" are units of 
land and that such land has its usual 
meaning, i.e. "real estate," "realty" or 
"rea 1 property." Furthermore, the word 
"lot" has been held to apply to any 
portion, piece, or division of land and 
is not limited to parcels of land laid 
out into blocks or units regularly num
bered and plated. 

All states in the United States have 
statutes which permit subdividing prop
erty into a condominium project. Un
der the law of each state, the "units" 
created are treated as rea 1 property. and 
this is true regard less of how such units 
are designated: "apartment units," "con
dominium apartment units" "condomin
ium units" or individual "air space 
units." The interest of the owner of 
such unit has all the characteristics of 
real property, including: ( 1) Exclusive 
use and occupancy within the unit boun
daries as shown on the recorded con
dominium declaration ; (2) Applicabil
ity of real property laws covering des
cent and distribution; (3) Require
ments for taxing units on the same 
basis as real property; and ( 4) Provi
sions for the recording of deeds and 
other instruments affecting unit title on 
the same basis as other realty. 

We conclude therefore that the word 
"lots" as used. but undefined in the Act, 
includes condominium units or any oth
er terms or words used to denote a 
piece or parcel of realty which may 
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be offered for sale within a "subdivi
sion." And this conclusion is unaffected 
by the fact that a certain portion of 
the project is held in common and that 
there exists a restriction against parti
tion of the unit owner's undivided in
terest in the common areas of the con
dominium project. Jn short, the sale of 
a condominium unit in a condominium 
project can be equated with the sale 
of a lot in a subdivision. 

Under the Act as previously noted 
and provided, other requisite conditions 
exist: it is unlawful to sell or lease, or 
offer to sell or lease, any lot in a 
subdivision without the developer hav
ing fulfi lled certain requirements con
cerning the filing of a statement of rec
ord with OILSR and furnishing the 
purchaser a property report . . The admo
nition, taken with the foregoing discus
sion. leads to the conclusion that any 
subdivision of realty, whether divided 
horizontally (conventional) or vertical
ly (condominium) on the ground (con
ventional) or into airspace (condomin
ium), is a ubdivision within the purview 
of the Act, and that sales of units, no 
matter how designated in the condo
minium agreement are sales of lots with
in the meaning of the Act, unless other
wise exempted by the statute. 

There appears to be only one exemp
tion which might be cited in support 
of a contention that condominium lots 
are not covered by disclosure require
ments of the Act; that is the provision 
that exempts the sale or lease of any 
improved land upon which there is a 
residential, commercial or industrial 
building under the contract obligating 
the seller to construct such a building 
thereon within a period of two years. 
The clear cases in which the exemption 
would be applicable are those wherein 
the contract of sale is for an already 
constructed dwelling unit in a condo
m1n1um. or where there is an outstand
ing specific contract obligating the sel
ler to build such a structure within two 
years of the date of the contract for 
the sale of the first unit. There would 
be no exemption, however, where the 
developer has used a condominium stat
ute to subdivide a tract (without an 
air rights concept) and the lots, to be 
sold without improvement, are indistin
guishable from any other flat land which 
has been subdivided. A subdivision, the 
characteristics of which bring it under 
the Act, cannot be removed therefrom 
by the mere declaration that the project 
is a condominium. Between these two 
extremes there are many possible varia
tions each of which will have to be de
cided on a ca e by case basis. 

With the move toward industrialized, 
manufactured, prefab, modular and mo
bile housing, not to forget industrial 
parks, there are bound to be new ideas 
on land divi ion and title treatment. 
The subdivision of land for mobile home 
parks, for example, can adapt to the 
condominium concept. In such case, if 
the purchaser of the condominium lot 
purchases his borne separately, even 
though such lot may be improved by 
water, sewer and electrical connections 
the sale of such lot is subject to the 

disclosure requirements of the Act. 
Jn the midwest , developers have con

structed skeletal buildings, much like 
parking garages, which consist only of 
supports and girders. Portions of the 
various levels are lined off, with the 
intent that complete mobile homes 
can be placed in the demarked areas 
and connected to a central service and 
utility core. For a developer to build 
this as an air right or condominium 
structure would raise interesting ques
tions, although it would appear that 
even the sale of these aerial lots would 
be subject to the disclosure requirements 
of the Act. · 

In a recent case we have been asked 
to carry the matter of condominiums 
one step farther. A developer in New 
Hampshire who registered his subdivi
sion under the Act decided that there 
might be an existing market for con
dominium type homes and is now plan
ning to build a number in an area of 
the covered subdivision. The sales of the 
condominium units, however, will be 
within one of the exemptions in the Act. 
Namely, the one permitting the seller to 
erect a building within 2 years from 
the date of the contract. Are the sales 
of the lots so to be improved subject 
to the Act? In the case of the covered 
subdivision of 50 lots where 5 are sold, 
the remaining 45 are still subject to the 
Act because once in , always in. A sim
ple off-hand answer would be to apply 
the same rule to our condominium 
question. There seems to be at least two 
reasons for pause, however. First ir 
seems clear that Congress did not in
tend that the Act cover improved prop
erty and second the administration of 
the Securities Act after which our Act · 
was patterned authorized the Commis
sion to exempt the individual transac
tion as well as the plan of which the 
transaction was a part. Our current opin
ion is to consider the sales of the con
dominium units, I just illustrated , as 
exempt transactions. 

Daily we are discovering that even 
those exemptions which seemed simple 
and clear. are, in t he light of specific 
factual situations, proving to be fuzzy 
and not so carefully drafted as would 
first appear. 

ON-SITE EXEMPTION 

Those who have complained that cer
tain exemptions in the Act did not seem 
very clear have been all too right. The 
Act lists ten specific exemptions, and 
three more have been added by the reg
ulations. Of these thirteen instances or 
transactions to which the Act or the 
registration portion thereof does not ap
ply and regarding which no statement 
of record or property report is required, 
none has caused more confusion and 
difficulty than the so called "on-site" 
exemption. This provision originally ex
empted transactions if at the time of 
sale three situations obtained: ( 1) The 
real estate was free and clear of all 
liens, encumbrances, and adverse claims; 
(2) The person purchasing a lot had 
personal I y inspected such Jot prior to 
the time of sale; and (3) The develop
er had filed an appropriate affirma-
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tion of the foregoing, with the Office of 
Interstate Land Sales Registration. The 
exemption went on to state that the 
terms liens, encumbrances and adverse 
claims do not refer to utility easements 
dedicated by the developer or to prop
erty taxes which may constitute liens 
as they accrue and before they a re due 
and payable. No mention was made 
concerning building and use restrictions 
which are also encumbrances and if so 
considered would render the exemption 
almost without meaning. Contrary to 
the belief of many subdividers and de
velopers the subdivisions with building 
and use restrictions designed to protect 
property values were considered. encum
bered by such restrictions which would 
have had to be removed if the subdivi
sion were to become eligible for exemp
tion from the Act. 

ln order to correct some of the ob
vious deficiencies of the on-site provi
sion of the original act, the Congress, 
in an amendment effective in December, 
1969, specifically mentioned three types 
of encumbrances which need not be re
moved before a lot was considered free 
of encumbrances so as to exempt it 
from the Act. The first was carried over 
from the original act, namely those prop
erty reservations which land develop
ers usually convey or dedicate to local 
bodies for the purpose of bringing pub
lic utilities to the land. The second 
type of encumbrance waived was that 
represented by taxes and assessments 
imposed by a state. public body, or a 
property owner's association which im
positions constitute liens on the property 
before they are due and payable, and 
the third type of waiver covered bene

·ficial property restrictions which would 
be enforceable by other lot owners or 
lessees in the subdivision. To enjoy 
these changes the developer, prior to the 
contract of sale, must furnish the pur
chaser a written statement setting forth 
in descriptive and concise terms all res
ervations, taxes, asse sments and re
strictions applicable to the lot pur
chases with the receipt of such state
ment acknowledged in writing by the 
purchaser and a copy filed with the 
secretary. 

The first two of the foregoing are 
self explanatory; the operation of the 
last item can perhaps best be described 
by examples of determinations with 
respect thereto. Thus, use re trictions 
reserved to a developer, without provi
sion for enforcement by other lot own
ers, would not be exempt no matter how 
beneficial to the lot owners. A possible 
exception to the foregoing would be 
where the developer retains initial con
trol of such association to assure an or
derly growth of the subdivision. but in 
such case such control could be only 
for a reasonable time with a definite 
date of transfer to the lot owners. 
There are some other situations which 
we believe would not qualify for exemp
tion. 

Restrictions which may be modified, 
changed, or waived at the discretion of 
developer: 

-Reservations which are for the exclu
sive benefit of the developer 
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-Reservations which give the developer 
the right of first refusal on resale 
-Assessments running with the land 
and payable to the developer 
-Reservation on rights solely to the 
developer 

By means of decisions such as those 
above, and a growing number of ad
visory opinions, we are evolving prin
ciples which we hope soon will become 
so definitive that they can be made 
available as precedents for the guid
ance of those who are attempting to 
comply with or are enforcing the Act. 

The personal inspection by the pur
chaser was the heart of the on-site 
exemption. In order to have the f~1ll 
information he needs to make an m
telligent decision a to the wi dom of 
his action, there are many things which 
a purchaser should know which he can
not discover no matter how long or 
how carefully he inspects his lot. For 
example: How can one know whether 
or not the developer can give a clear 
title to the lot when the buyer has 
paid his last installment? Will refund of 
payments be made upon default? Are 
the down-payment and installment pay
ments held in escrow to insure delivery 
of good title? What assurance is there 
that all promised facilities will be fur
nished or completed? Are all the utili
ties in or available? Ts the water supply 
sufficient and fit for intended use? What 
is the condition of the land and sub
soil so far as building and drainage are 
concerned? And, finally, what type of 
deed or document of sale will the buyer 
receive? Each of you can no doubt 
think of many other questions the an
swers to which you would need and 
want to know were you the prospec
tive purchaser. 

MERGER 

The Interstate Land Sales Act is 
among those statutes designated as 
"consumer oriented" or "consumer pro
tection" legislation. As such, close ques
tions of interpretation or construction 
are to be resolved in favor of the con
sumer, unless such determination might 
interfere with the general and apparent 
purposes of the enactment. 

The question of merger seems to be 
involved in the provisions of the Act 
covering the prohibitions relating to the 
sale or lease of lots in subdivisions. 
You will remember that the section in 
question makes it unlawful for a de
veloper to sell any lot unless a printed 
property report is furnished to the pur
cha er in advance of his signing of any 
contract or agreement for such sale. If 
the property report is not given to the 
purchaser either before, or at the time 
of his signing the sales contract, it may 
be voided at the option of such pur
chaser. As thus set forth, the Jaw 
seems quite simple and clear-no report, 
no contract. The option to void the 
contract is in the purchaser. The Act 
contains a time clause in that it pro
vides for a 48-hour period within which 
the purchaser can revoke, where he re
ceives the property report less than 48 
hours before he signed the contract. Jn 
addition to the right to rescind, the 

Act in another section gives the pur
chaser the right of action in damages 
against the developer who sells in vio
lation of the prohibitory section by not 
furnishing the property report. 

Although the Act provides a time 
limitation for the protection of the 
consumer-purchaser, it sets no like lim
itation period to protect the developer
seller. If by inadvertence or otherwise 
the purchaser does not receive a prop
erty report. how much time does he 
have to declare his contract void? How 
long can he hold the possibility of 
avoidance over the head of the devel
oper or the latter's successors or as
signs? Usually if no time is fixed, the 
law assumes the time to be a reason
able time under all the circumstances 
of the case. But if each case varies 
somewhat, in those circumstances, the 
reasonable rule is not too definite. 

Since the Act provide no clear cut
off time beyond which the purchaser 
may no longer void the contract of 
sale, there appear to arise from this 
omission possible areas of difficulty for 
a developer, a mortgagee and a title 
company. If the purchaser rescinds and 
reconveys, the developer may find him
self with properties he can ill afford to 
hold. especially if he is called upon to 
refund the down payment and other 
monies which have been paid under 
the transaction. If the recision and re
conveyance comes after the title for the 
purchaser's mortgage is insured. the ti
tle company may find itself with poten
tial liabilities it did not forsee. With 
this possibility the title company would 
prove loath to insure such properties. 
and a mortgagee in turn would not care 
to advance funds on lots not covered 
by title insurance. Troubles rarely 
come singly and the already harassed 
developer might well find that in addi
tion to revoked contracts that his en
tire sales program has been suspended 
by our office. In addition, he is ex
posed to possible action for damagei. 

We have here a situation where the 
interests of each of several important 
parties to the over-all transaction are 
balanced against the interest of the 
consumer-purchaser. There would ap
pear to be equities on the side of tl'lose 
other than the consumer which would 
demand some means of knowing the 
time when the right of the purchaser 
to rescind would be considered at an 
end. 

As has been said, the Act contains 
nothing of assistance, on the time mat
ter. In fact, there is one school of 
thought which attaches much signifi
cance to the fact that since the statute 
is silent, nothing can be done short of 
a clarifying amendment. This same 
source has pointed out that the respec
tive rights of the parties cannot be af
fected by an administrative regulation 
but only by court decision. But some
thing had to be done as soon as possi
ble to protect the interests of the parties 
in those transactions. To go the legisla
tive route requires much time and ef
fort. At the same time there was no 
consensus as to how best to accomplish 
by re~ulation the end desired. Against 
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the foregoing backdrop, the general 
counsel of HUD decided that the prin
ciple of common law merger should 
apply. This tenet provides that if the 
terms of a contract for the sale of 
realty are con ummated by delivery of 
the deed there is a merger of the con
tract and the deed. The right of the 
purchaser to revoke a sales contract on 
the ground that he was not furnished 
a duly approved property report thus 
does not survive delivery of the deed 
and the purchaser's right to avoidance 
ends on the date a complete and valid 
deed is delivered to such purchaser. The 
remedy of damages provided under the 
Act is available after the contract of 
purchase has been consummated and 
the purchaser has acquired title evi
denced by delivery of a deed. 

Even if the right of revocation does 
not survive delivery of the deed, it is 
nevertheless necessary to file a state
ment of record and to prepare a pro
perty report as the law requires. The 
reasons are: first , as between developer 
and purchaser there would be the basis 
of a suit for damages; second, continued 
selling could be enjoined; and third, 
willful violation of the act is a criminal 
offense. 

In summation, when the several sec
tions of the Act (Sub-Sec. 1404 (a) & 
(b), Sec. 1410 (b)(l) and Sec. 1410 
(c)) are read in pari materia, we feel 
that the intent is: (I) That the develop
er furnish a property report to the pur
chaser at least 48 hours before he be
comes bound on the contract; (2) To 
give the purchaser, for 48 hours after 
he receives a property report, a right 
of revocation of an executory contract, 
to which he otherwise would be bound; 
and, (3) To pr9vide relief in damages 
only, where the property report is not 
furnished prior to the passing of title. 

TRUSTEE EXEMPTION 

Despite the good offices of your or
ganization, the assistance and sugges
tions of certain leaders in the industry 
and what pressures I was able to exert 
for early action, there has not yet been 
offered an appropriate answer to the 
problems of clarifying the rights, duties 
and responsibilities of trustees of es
crowees under the Act. This despite 
the fact that the matter has been at
tacked on two fronts-legislative and ad
ministrative-by proposed legislation 
and also by amendment of the regula
tions. 

One of the primary objectives of the 
Act was to protect installment purchas
ers who had made their payments re
gularly and on time, only to be wiped 
out completely if the developer's inter
ests were foreclosed because of adverse 
conditions in the land market or due 
to other unfortunate circumstances. To 
meet this problem, many developers have 
established trusts or escrows with banks, 
title companies, and similar institutions. 
Jn some western states, and more par
ticularly in Arizona, development and 
ultimate sale is handled through a se
curity device known as a "subdivision 
trust." Under this arrangement, the sel
ler conveys the land to a trustee-com-
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monly a corporate trustee or title com
pany-to be held and managed by such 
trustee pursuant to the powers con
tained in the trust agreement. The ori
ginal seller of the land is normally 
cited in the agreement as the first bene
ficiary of the trust and the buyer-de
veloper is known as the second benefi
ciary of the trust and the buyer-develop
er is known as the second beneficiary. 
The second beneficiary, as long as he 
is not in default, maintains possession 
of the property and can cause the trus
tee, among other detailed acts, to dedi
cate streets, impose property restrictions, 
convey some or all of the property to 
the second beneficiary, or his nominee
lot purchaser, free of the trust, upon 
payment of specified amounts. The speci
fied amounts are payable by the second 
beneficiary to the trustee for the benefit 
of the first beneficiary-seller. The first 
beneficiary. in turn. has the right to 
terminate the secon l beneficiary's inter
est in the trust should a default occur 
in these contractual provisions. Each 
beneficiary of the trust agreement is 
considered to own a beneficial interest 
in the trust, commonly construed to be 
a personal rather than a real property 
interest, together with the corresponding 
right to require the trustee faithfully to 
perform its fiduciary duties while owning 
and holding the legal title to the real 
property described in the trust. 

The subdivision trust arrangement is 
an extremely effective, efficient, and 
flexible means of handling certain kinds 
of real estate sales, namely, installment 
land sale contract transactions which 
are the majority of subdivision sales. 

In addition to the trust arrangement, 
there is the escrow type of transaction 
wherein the purchaser's payments are 
held by the escrowee for release to the 
developer when title passes or for re
funds to the purchaser if the developer 
defaults. 

Earlier this year. legislation was pro
posed in HR 15530. The title of this 
bill stated that its purpose was to amend 
our Act to provide "that trustees hold
ing land for developers shall not be 
subject to the requirements imposed by 
such act upon developers or agents." 
This statement appears to promise a 
step in the direction of solving the try
ing trustee problem. but the method of 
accompli hment set forth in the body of 
the proposal seems fraught with danger. 

The first section of the bill would 
exempt from the definition of the word 
"developer" a trustee who holds legal 
title to land in its name for a bene
ficiary who is a developer within the 
meaning of the Act. It also exempts 
from the definition of the word "agent" 
a trustee who holds legal title to land 
in its name for a developer and who in 
its capacity as trustee, and not personal
ly, executes documents as seller or les
sor of a subdivision lot. The apparent 
purpose of this first section is to re
lieve trustees of certain types of pas
sive trusts from responsibility ( 1) for 
meeting the filing and disclosure require
ments of the Act, (2) for the accuracy 
of the required filings and property re
ports, and (3) from civil and criminal 

liability under the Act, when the holder 
of the beneficial title- the true developer 
-is primarily responsible. 

The proposed bill does not define or 
limit the word "trustee. " There are no 
guidelines which require, for instance, 
that such trustee be bonded or have any 
expertise of any kind. It would appear 
that anyone who simply calls himself a 
trustee would meet the section require
ments. The proposed exemption of such 
trustee does not in ure that a purchaser 
can obtain redress in the event he has 
received inadequate information con
cerning the land he bought. 

Since the first section definition of 
trustee is so broad and general as to 
constitute a fatal defect, there seems 
little to be gained by considering the 
remainder of the proposed bill which· 
provides that the Act shall not apply to 
the sale of evidences of indebtedness 
secured by a security interest in a real 
estate trust, or by discussing the 
changes which would be necessary in 
other sections of the Act where the word 
"trust" or "trustee" is used. 

As an alternative to HR 15530 with 
its inherent defects, we would prefer a 
bill providing that the ,Secretary may, 
under such regulations as he may issue, 
exempt from the provisions of the Act, 
trustees and others acting in similar ca
pacities where he finds that such exemp
tion would not adversely affect the pub
lic interest. Under such regulations, the 
Secretary would have the latitude to de
velop the qualifications of such classes. 
of trustees as might properly be ex
empted together with the requirements 
for appropriate trust instruments. 

The legislative draftsmen at HUD . 
did not see fit to offer any form of 
legislative proposal designed to correct 
the problem of the rights, duties and 
responsibilities of trustees under the 
Act, either by adopting the above leg
islative suggestion or by preparing a 
suggestion for the purpose of amending 
HR 15530 in such pa rticulars as would 
rectify its shortcomings. 

During the casting about for a solu
tion, it was suggested that there was a 
legal distinction between the meaning of 
the words "sell" and "convey" to the 
effect that a trustee who performs only 
a conveyance and escrow function un
der a land trust, but who does not sell 
or offer to sell, is not considered to be 
a developer or agent within the mean
ing of the Act . Jn addition, it was said 
that the sale of real property as per
formed by a developer differed from 
the conveyance of real property as per
formed by a trustee. And finally, it was 
contended that the variances of the du
ties under "active," "passive" and "dry" 
trusts change the character of the 
words "sell" and "convey" and that the 
former is broader, in that it encom
passes the whole transaction , including 
transfer of title, while the latter means 
merely the instrument or act conveying 
title. 

The general counsel ruled that there 
was not enough di tinction between the 
two words to enable him to rule that 
a "trustee" whose duties are limited to 
conveying title is not a "developer" or 
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"agent,'" within the meanin g of the Act. 
For this and other strained reasoning 
derived from hea rings on earlier ver
sions of the Act in previous years. it 
was determined th at the desi red exclu
sion of trustee could not be effected h y 
regulation . 

l mic.ht add tha t the belief that the 
desired ' excltl';io:i could not be acco1n
plished by regulation evident ly i ~ n o t 
shared by th e officers of your a~~oc i a
tion who sometime ago sugg<::sted regu
la tory lan guage to the effect that no 
bank, title insurnnce companies or 
simil a r o rga nization shall be deemed a 
~eveloper or agent of the developer 

when holding title under a la nd trust 
or escrow or acting as csc rowee for the 
purchase r's payments o r in holding or 
delivering title. 

H avi ng reached an impasse on the 
lec.i~lative Rnd administrative fronts, the 
ne~t !0gic :.~ step appears to be to en
l1·;t th.: assistance of your Standard 
Forms C'nmmittee to see whether work
in~ t0gethcr we can develop a media 
<'tli sfactory to our legal advi ors, aml 
perhaps set to rest any qualm s that 
the title in suring fra ternity may have, 
as to their rights and liab ilities under 
thl' Act. 

During the past months, we h ave 
been proceeding ca utiously in our ef
fort s to evolve procedures and practices 
which are objective and feasible . while 
at th e sa me time consona nt with the 
salutary intent of the Congress. We 
have. despite our endeavors, at times 
felt hemmed-in and fru strated. But of 
late. we feel more encouraged-we think 
we sec li ght at the end of the tunnel. 
We hope you share our confidence, and 
that your organization and OILSR may 
continue to rapport that we now en
iov-which h as been positive and help
ful-a relation ship most unusual in 
these trying tim es. 

Eulogy for Gordon M. Burlingame, Sr. 

Delivered By 

J. Mack Tarpley 

Vice Pre.1idc 111. C/1icago T i1/e l l/\11rw 1< <' ( r1111rc111 y, Chicago, lllinois 

.Ladies a nd c.ent lemcn. I appear bc
fo1·e you "with a mu,1 hum ble a lli 

tude. fully rccogniz in .11; my inad eq uaci e'. 
but wi th a se nse of in ordi nate p1·id..: 

. th at I was so c lo>c a friend of Go1·
don M. l:.lurlin rw rne that l was selec ted 
lo assist thi s -Association in hono rin g 
his memory and the accom pli shments 
of his lifetime. 

Man y of us wa lk throu gh the path
ways of life leavi ng very little t1·acc of 
our passage . but the footprints ,if (~"1 
don arc c learly visib l.: as a loving Ji u, 
band. a devo ted father a nd a le;1de r 111 
1he titl e indu stry. 

Those of yo u who had the pri vilege 
of working c lose ly with Gordon. as I 
did. know th a t he always gave of h im
se lf. not for him se lf. 

Ju st a few days after Gordon's deat h 
o ne of hi s c loses t bu in ess assoc ia tes 
wrote me. " I ca n thank God for the 
kn owle dge that he a lso was very blessed 
with a lo ng. full and rewa rdin g life in 
which he realized almost a ll of hi' 
am biti ons." ' God grn nt that most of us 
may attain a like co mm ent from our 
friends. 

Gordon M. Burlin game departed this 
life o n Tue sday. August 18. 1970. end
ing a life of se rvice to the community 
in which he was reared and lo h is 
chosen profession. 

He atte nded public schools in his 
community and was a graduate of 
Lehigh University, class of 1925. Al
ways seeking knowledge, he continued 
his sllldies with cour es at seve ra l in ti
tutions of higher lea rnin g including 
Villanova University, where he was 
awa rded an adva nced degree in 1961. 
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Ever active in civic, educational, 
cha ritabl e a nd fratern a l a ffairs, Mr. 
B11rlin ga rnc had 'Crved as a member 
and a' ch<oirn1,1n ,,t the Mon tgome ry 
Cou nty Pl an nin g ( ',rn111·i,sic ' n arid a lso 
had servect a> a n1e111ner of the Vil
la nova University Advisory Board of 
Lay Trustees. One service of which Mr. 
Burlingame was very proud , was his di
rectorship of the Lower Merion Town
ship Scholarship Fund. N o a ttempt is 
made to catalo!.\uc a ll of hi s activities 
i11 th ese f1, :,I-: - bu t only to indicate 
' Ome ur tho ·~ \\ hi..:h. to my knowledge, 
\\Crc 4uitc 1 .. ~,,111ngful lo him. 

Mr. Burlingame served as a director 
of the Bryn M awr Trust Company , the 
Congress ion al L ife Insurance Company, 
the Josiah W. a nd Bessie H. Kline 
Foundation, In c., and the American 
League Basebal l C lu b of Philadelphi a. 

Hi s dedicat ion to the fa ith of his 
choice was well evidenced by hi s active 
participa tion in the many ac tivities of 
his church . 

In his chosen profession, Mr. Bur
lin ga me 's intell ige nce, wit, and leade r
ship is well known to a ll of us and will 
indeed be missed by all. He began his 
ca reer in th e titl e business in 1925 as 
a se ttlement c lerk and title exa miner 
for the Bryn M awr Trust Company 
and served th a t company in various of
ficer capacities u ntil 1954 when he was 
named as pres ident and director of 
The Title Insurance Corpora tion of 
Penn sy lva ni a. At the time of hi s death, 
he was serving as chairman of the board 
of that co mp<1 ny. 

Durin g his career in the land title 
profession. Mr. Burlingame h ad se rved 
a pre ident of the National Title Un-

derwriters Association, as president and 
execu ti ve vice pres ident of th e Pennsy l
vania La nd Title Associa ti on, as chair
m an of the Pennsylvani a Insurance 
Depa rtment Title Insurance Advisory 
Committee. and as general manager of 
the P enn sylva nia Title lnsurar :t> R a ting 
Bureau. 

H e se rved this Association Jon <> Rnu 
well throu gh hi active participation a nd 
leade rship as a member of the Board 
of Governors. as chairman of many vital 
committees, as pres ident a nd last, as 
our immedi ate past president. 

Mr. Burlingame is survived by his 
wife Ch ristine , a ffection a tely known to 
us as "Chris": a so n, Gordon M. Bur
li ngame. Jr. , vice pres iden t and treas
urer of The Title Insura nce Corpora
tion of Pennsylvania ; and a daughter, 
Christina M. 

To Chris. Tina and Skip, th ank you 
so much for a llowin g u s to sha re him 
with you. 

Some fifty yea rs ago, on a s imilar 
occasion, Hugh E. K eough , a Chica
go newspaper man wrote a short stanza 
whi ch I think is very apropos : 

"Let's Jay aside the lighter thought 
and pause a little while; 
Let's g ive a voice to feelings pent
Jet tears usurp the smile. 
Let g rief reign where lau ghter was. 
and le t us cease to doubt 
Th at friendship lies beyond the 
grave-a good old pa l has gone 
out." 

L adies and gentlemen, will you please 
stand for a moment in honor of the 
memory of Gordon M . Burlinga me. 

Th ank you. 
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AWARDING OF 
HONORARY MEMBERSHIPS: 

To Joseph S. Knapp, Jr. 

Remarks by William H. Dearly , Senior Vice President 
Title Insurance and Trust Company, Los Angeles, California 

A citizen by birth; a soldier by en
listment; a lawyer by profession; 

a husband by choice and consent; twice 
a father in his own right; a titleman 
by vocation; a civic leader by avoca
tion; and four times a grandfather-a 
full life to be sure. 

Four times a director of the Real 
Estate Board of Baltimore, the earlie t 
at the age of 26; a vice president of 
that board; president for many years of 
a Roman Cathol ic Orphanage; a long
time member of the board of Catho
lic Charities and of the Kiwanis Club 
bespeak a life devoted to civic and 
charitable endeavors in and about his 

L loyd Hughes is the recipient this 
morning of the highest honor our 

Association grants . He is to be made an 
honorary life member of the American 
Land Title Association . 

I am very happy that I was asked 
to present this honor to Lloyd. I first 
became acquainted with him over twen
ty years ago ~nd have always admired 
his abilities and dedication to our pro
fe ion. 

In Lloyd's report as president in 1960 
he stated: 

Jn the first five sections of our Code 
of Ethics, each sets out in so many 
words that our business is a ' ervice 
in the public interest'. 
Lloyd has lived by this creed as he 

has developed a small abstract business 
into a very large abstract and title in
surance business. His entire life has 
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home city of Baltimore. 
Joe devoted the last 45 years of his 

active business life to The Title Guar
antee Company of Baltimore and its 
predecessor company, retiring as chair
man of its board of directors on 
December 31, 1969. During much of 
the last 20 of those years, he served 
our national association in an official 
capacity, successively, as chairman of 
its Eastern Regional Conference; a gov
ernor of its Board of Governors; trea
surer for five years; Chairman, Title 
Insurance and Underwriters Section; 
vice president and finally its president 
for the 1964-65 term-virtually every 

To Lloyd Hughes 

Remarks by Arthur L. Reppert, President 
Clay County A bstN1ct Company, Liberty, Missouri 

been devoted to "service in the public 
interest", not on ly to his own business, 
but also to his state and national asso
ciations. 

Lloyd began his career in 1931, when 
he went to work with the Record Ab
stract Company, which in 1938 became 
Record Abstract and Title Insurance 
Company in Denver. Lloyd was presi
dent of this Company for many years, 
and with its 1961 merger with the Title 
Guaranty Company, he continued as 
president, until this company merged with 
Transamerica Title Insurance Company 
and he became a Senior Vice President. 

Lloyd became active in the Colorado 
Title As ociation shortly after becom
ing an abstracter and served as its 
secretary for many years prior to his 
election as president in 1941, and his 

office for which a member of our As
sociation is eligible. 

We titlemen and titlewomen owe a 
debt of gratitude for Joe's talented 
services in our behalf, his able direc
tion for a time of our affairs, and his 
wise counsel always, a debt which our 
Board of Governors has acknowledged 
in the form of a life-long honorary. 
membership in our Association. 

This evidence of that action I now 
have the delightful privilege to pres
ent, which I do with the prayer that . 
God continue to bless him and keep 
him always. 

interest in Colorado Land Title Asso
ciation has continued without falter. 

Throughout his years in the title pro
fession, he has been especially active 
in our American Land Title Association. 

He has been active in both sections 
and wa elected as secretary and vice 
chairman of the Abstracter Section 
and at the convention in Miami in 
1956, he was first elected as chairman 
of the Section. 

He was elected as vice president of 
our Association in 1958, and at our 
annual convention in 1959, in the same 
city we are in today, he was elected 
president. 

He was cal led back into service for 
the Association by being elected chair
man to the important Finance Commit
tee and served for three years in th is 
position, 1967 to 1969. 
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ELECTION OF NATIONAL OFFICERS 
By proper nomination and second, the 

following officers were unanimously 
elected for 1970-71: 

President-ALVIN W. LONG, Chicago, 
Illinois 

President, Chicago Title and Trust 
Company 

111 West Washington Street, Chicago, 
Illinois 60602 

Vice President-JOHN W. WARREN, 
Newkirk, Oklahoma 

Vice President, Albright Title and 
Trust Company 

100 North Main Street, Newkirk, 
Oklahoma 74647 

·Chairman, Fi111ance Committee-HALE 
WARN, Los Angeles, California 

Pre ident and Chief Executive Officer 
Title Insurance and Trust Company 

433 South Spring St., Los Angeles, 
California 90054 

Treasurer-JAMES G. SCHMIDT, 
Phi ladelphia, Pennsylvania 

Chairman of the Board and President 
Commonwealth Land Title Insurance 
Company 

1510 Walnut Street, Philadelphia, 
Pennsylvania 19102 

BOARD OF GOVERNORS 
Term Expiring J 973 

JAMES J. VANCE, Secretary & 
Treasurer 

Jefferson County Abstract Co., Inc. 
131 E. Mi lwaukee Street, Jefferson, 

Wisconsin 53549 

JOSEPH S. WATSON, Senior Vice 
President 

The Title Guarantee Company 
St. Paul and Lexington Streets, Balti

more, Maryland 21202 
ROBERT C. BATES, Executive Vice 

President 
Chicago Title Insurance Company 
1 l l West Washington Street, Chicago, 

Illinois 60602 
ALLEN K. BUCHANAN, Owner 

Buchanan Abstract Co. 
11 1 lh North Dodge Street, Algona, 

Iowa 5051 l 
JOSEPH H . SMITH, Executive Vice 

President 
The Tit le Insurance Company 
7 J l Bannock Street, Boise, Idaho 
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WORKSHOP SESSIONS 
Multi-County Consolidation of Title Information 

Cum111e11/llry By 

John L. Will iams 

Special Assistant County Ma nager, Metropolitan Dade County, Miami, Florida 

S hortly after the founding of the 
American colonies, your predeces

sors rejected the British system of trans
ferring land titles. This was based on 
the realization that the title filing sys
tem which they had inherited was in
adequate, and that the real need was 
for a little findi111? system. With this 
rea lization came instant action-they 
immediately turned the problem over to 
local government. 

So, three hundred and thirty years 
ago this October, the Massachusetts 
Colony general court adopted the ear-
1 iest recording act in the new world. 
Under this and similar acts which were 
adopted by all the colonies and all 
states. it wa no longer necessary to 
accumulate and hand over packages of 
prior deeds and documents when trans
ferring land title. By law. government 
registry records were substituted for the 
actual documents. 

The system of title finding by refer
ring to county records worked well for 
quite a long time. More than 230 years 
was to pass before the first title insur
ance company was formed, and the long 
consociation between t itle companies 
and the recorders office began. 

Thus, the bi-centennial year of the 
United States as an independent nation 
will also mark the centennial year of 
title insurance as an independent indus
try. 

Looking back, the reasons for de
velopment of the American system of 
title records, as opposed to the British 

TITLE NEWS 

system , are both obvious and logical. 
Lacking ecure private storage places 
for deeds: with the advent of numerous 
small landholdings: with the emphasis 
on rights of the individual (especially 
riphts in land): and with the firm con
cept that the proper role of local gov
ernment in this country was to serve 
the needs of the citizenry, it is hard to 
imagine that any different system could 
real ly have taken hold in this country. 

Advent of the private title insurance 
company is also obvious and logical: 
the reasons include national growth, 
ever increasing complexities of deter
mining land ownership, and expanding 
demands by lending institutions and 
purcha ers. Rapid turnover of real es
tate in the last thirty years or so. 
coupled with the emergence of mort
gage lending as a major industry in it-
elf. has resulted in the explosive growth 

of title insurance companies, both in 
number and in volume of business. 

As the end of its first century 
draws near, it is evident that the title 
industry has not been static: witness the 
disasterous venture into insuring the 
payment of mortgages. wh ich was soon 
abandoned. 

The direction and extent of possible 
changes in the second century un
doubtedly will be the ubject of searr;i. 
ing examination, spurred by the coming 
centennial. Perhaps it can even be de
termined whether the first hundred 
years is the hardest. 

So long as individual rights are ac
corded at least the protection that now 
enjoy in this country, I would expect 
future progress to be gradual, evolu
tionary, and along lines already marked 
out and under tudy by various commit
tees of your Association. 

A brief description of recording pro
cedures in Dade County is now in or
der, followed by comments on differ
ences in the procedures of our neigh
bors to the north, Broward and Palm 
Beach Counties. For federal and state 
purposes, these three counties constitute 
a single planning d istrict, and they are 
rapidly becoming recognized as a sin
gle economic community. 

Unlike its population total, which 
climbs steadi ly and reached 1.3 million 
people this year, Dade County's re
cording work load has remained sur
prisingly level over the past ten years
varying in a narrow range from just 
below to slight ly above 200,000 instru
ments annual ly. This year is an excep
tion to past evenness, and at the pres
ent rate wi ll reach 220,000 instruments. 

These instruments are accorded an 
uncomplicated and rather traditional 
treatment, with emphasis on accuracy 
and control at minimum cost. Title 
companies are instructed to submit all 
documents to the county clerk's wi n
dow prior to 3: 30 pm, but individuals 
will be accommodated unt il closing at 
5 :00 pm. All instruments are logged 
in and as igned a sequential clerk's iden-
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tification number tha t day. At 5:00 
pm , the day's business is turned over 
to a representa tive of the local title 
companies (who has been deputized by 
the County Clerk) for microfilmin g 
and take-offs. On th e following day, a ll 
instruments arc given a book and page 
number, microfilmed , and a hard copy 
is printed o ut and bound. On the third 
day, they a re class ified , hand indexed, 
and mailed back. 

Seven of the 18 title companies cur
rently operating in D ade County re
ceive separate microfilm copies and 
take-o ffs, share the expense of prepar
ing and delivering them, a nd ma intain 
abstract plants in some degree of com
pleteness. 

Broward County, with a 1970 popula
tion of 612,000. and a recording volume 
now leveling off at a pprox im atel y 155.-
000 instruments this yea r goes a bit 
further. They ass ign book and page 
numbe rs alon g with the clerk's identi
fication number as documents are sub
mitted, and have abandoned hard copy 
for microfiche. 

P alm Beach County's 1970 popula
tion is 346.000 and its stead ily increas
ing recording volume m ay approach 
90.000 instruments this yea r. County of
fici a ls ma intain a current tract book re
cord, kept up to date during the day, 
and pay for this service by levyin g an 
extra charge on a ll inst ruments re
corded. D ata processi ng m achinery is 
used to mainta in a cumul a tive index for 
the year. Ha rd copy was abandoned 
this January in favor of coded micro
film cartridges and programmed micro
film readers which automatically stop 
the roll at the specific document des
ignated. 

Dade County has not experimented 
with more sophisticated techniques or 
speed ups for two reasons: money and 
volume. 

On one h and, it would require more 
employees and substantia l overtime to 
process all instruments the same day 
they a re submitted . Actually, such a 
speed up is not necessa ry, since the 
title companies, as was mentioned ear
lier, get daily microfilm copies of each 
day's business, and they ge t them by 
8:00 a m the following morning. 

On the other hand, it is not unusual 
for well over a hundred individuals to 
be using the hard copy records a t the 
sa me time (often on their lunch hour), 
which would require la rge in ves tments in 
film and viewing devices, or in on-line 
computer systems for such peak loads. 

Most importantl y, the system in Dade 

works, and works well from the stand
po int of a ll conce rned, the county clerk 
and sta ff, the lawyers, the general pub
lic, and the title companies. (Inciden
ta ll y, the clerk has been with D ade 
Co unty fo r 53 years, his ass istants have 
logged 45, 31, and 17 yea rs respective
ly, and the title industry representa
tive , who prepares the microfilm and 
take-offs, 27 yea rs.) Problems that af
fect the title companies do come up. 
of co urse, and modifications are made 
from time to time. But, as you can 
im agine, a very comfortable and well 
understood working relationship has 
been developed over th e yea rs . 

As one who is a loyal purchase r of 
title insura nce (in three states). 1 do 
not have to be convinced of the im
portance of duly recorded and accessi
ble instruments affecting land titles. I 
also have a clear image of th e catastro
phe which would re ult if legisla tive 
bodies decided th at recordin g is not a 
proper gove rnmental fun ction. Jn fact, 
I ca n think of n o industry wh ere gov
ernmental and business operations 
touch more closely or productively than 
in the matter of land titles and of 
their insura nce. The largest and most 
impo rtant investment which most peo
ple make, or can ever aspire to make, 
is the purchase of a home. Title insur
a nce not only protects tha t home in
vestment, but probably made it possi
ble for the housin g development to get 
sta rted in th e fir st pl ace. 

In terms of its unique importance to 
the American way of li fe, one mi ght be 
tempted to think that a lmost any cost 
would be justified in performing the re
cord in g function. a nd in mai nta inin g 
title plants. Such , o f cou rse. is not the 
case. Wha t is des ired , indeed required, 
is a speedy and effic ient operation de
liver in g max imum service a t minimum 
cost. Attainment of this objective is 
the joint responsibility of both govern
ment and the title industry. 

Multi-county consolidation of title 
plant informa tion will serve to help a t
tain this objective in a few, perhaps 
ma ny, insta nces. J feel, however, that 
because of the elective process, legal 
problems a nd the weight of tradition, 
multi-county recording is as ye t a long 
way off. l also suspect tha t major im
provement s re main to be made in elim
inatin g duplicating industry and govern
ment costs within si ngle co unty ope ra
tio ns. 

In planning to meet the needs of the 
future, various committees of this Asso
c iat ion a rc co nsiderin g such esote ric 

Cu111me111ary By 

John B. Wilkie 

things as land banks, grid coord inates, 
on- line a nd real-time computer sys tems 
with inst ant up-da ting and access 
throu gh remote terminals, and even 
joint titl e pl a nts. Var ious other commit
tees a rc considering such mundane 
things as >tamped nota ry sea ls, uniform 
forms, a nd ro utine office procedures. All 
of these consid erat ion s a re worthwhile 
;ind shou ld continue to be pursued. But, 
even more important, a re decisions as 
to the prope r di vidin g line between you r 
responsibilities and those of government. 

The historical relationship between 
government and the title industry can . 
be described as coordinate. ra ther than 
cooperat ive . It has never been a gov
ernmental conccr n to designate anyone 
as full or part owner of an y real prop
er ty. Govern ment 's ro le has been re- · 
str ict ed to receive. record, prese rve, and 
make avai lable offic ia l records re la ting 
to la nd titles. 

Title companie;, rel y on the thorough
nes~ of their rc;,ea rch into off ic ia l rec
ords as the basis for insuring indi
vidu ;il titles. Even ;,u, there arc p1:-oblems 
with offici;il as well as uno ffi cia l 
documents. 

Proposa ls ha ve been discussed for 
government tu util ize the power, speed 
and vers;1t ilit y of large computer sys
tems to provide what would amount to 
a bstracts. lf this were to be done, I a m 
sure it would not be a t the expense 
of the genera l taxpayer. At best, such a 
centralized gove rnm enta l service would 
be suppor ted by in creased fees paid by 
the title indust ry. At worst , if govern
ment is to do a ll the work. it is o nly a 
step fo r gove rnm ent to move into the 
in surance fi eld. with workmen's com
pensation a possible para llel. 

It is o nl y fair to po int out that if 
there a rc faults in local recordin g pro
ced ures. the title industry must sha re 
the blame. Recording requirements a re 
set by law. and only minor procedural 
differences may va ry a mon g jurisd ic
tions within any one state. And the 
d iffe rences ac ross ;. ta le lines are more 
often appa rent than real. 

ff the present division of rcspon, i
bility is to be changed , it should be 
done only after thorough stud y a nd 
publicity. There are ample opportunities 
to in crease e ffi c iency and decrease cost 
on a coordinate bas is without changin g 
ex ist in g legal respons ibilities . And- nZ1 
changes in the existi ng di vis io n of re
sponsibilit y sho uld be made at a ll un
less they clea rl y advance and improve 
the r ights of yo ur c lients . th<.: rresc nl 
and future propert y owners. 

President, Lawyers Title of Ari~ona, Tucson, A rizona 

A rizona is a rel a tively la rge state as 
far as a rea is concerned. It is 

comprised of only fourteen separate 
counties. One county, Maricopa County 
has over half the population. Pima 
County where Tucson is located has 
about thirty per cent of the populat ion 
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a nd the other twenty per cent is spread 
a mongst the o ther twelve counties. 

In 1946, when our company began 
opera tion in Tucson, the people who 
started it were foresighted enough to 
see that there was tremendous potential 
in the use of the lBM machinery. In 

those days, there was an IBM keypunch 
machine and sorter. And, so in 1946 
we began pos ting by the use of 1 BM 
index cards. 

We felt a t that time that the proce
dure was probabl y not too efficient in 
th at the only use of the punch card it-
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self was the sorting process, we did fee l 
that in the future there would be tre
mendous potential. 

As we began to go into the other 
counties in the state we carried the 
same concept forward, although each in
dividu al plant was built and used in its 
separate county seat. As the use of com
puters became more useful it became 
obvious to us th at the title plant of the 
future, at least in our area, had to have 
the help of a computer. Economics dic
ta ted th at this computer not only 
would have to cover more th an one 

-cou nty, it probably would have to cover 
more th a n one company operating in 
individual counties. 

We have been using this concept for 
·about the last ten years, and o ur plan 
for the next five years, is to pl ace o ur 
entire plant operation, and those th at 
want to come along with us, o nto a 
computer. 

Throughout the years, we have been 
investiga tin g the possibility of purch as
in g or leasing a computer and we have 
talked to the salesmen who tell us that 
there are no problems. Listening to 
Dr. Peale thi s morning reminded me of 
some of these computer sa lesmen. There 
just aren' t any problems, a ll you have to 
do is think money and you have solved 
your problem. We felt th at our budget 
was not quite that large. We can think, 
but not in the terms they think in. 

We got some figures about two years 
. ago for a computer which we thought 

would fit a ll the needs of our operation 
in Maricopa and Pima Counties. The 
best price we could get on the rental 
was aro und sixteen thousand dollars a 
month or a purch ase price of approxi
mate ly seve n hundred a nd fifty thou
sand dollars. 

All we could get from the computer 
was a hard copy print-out of the chain 
of title, so we decided that we were 
not yet ready for this. We have con
tinued key punching the cards, sor ting 
filing them geographically with the 
sorter. 

About a year ago, we began to in
vestigate the possibility of taking these 
cards, running them onto a magnetic tape 
and then from there you can go quite a 
few different directions . The beauty of 
this is the versatility. At this point in 
Maricopa Count y and in Pima and in 
some of the other counties in Arizona 
we a re using the following system : 

We purchase the take-off film from 
the county recorders. All of the county 
records in Arizona now are on micro
fi lm and they are very happy to sell a 
copy of this microfilm. 

The microfilm is then delivered to a 
central service bureau in Phoenix, where 
the key punch operator punches the 
take-off for all of the counties. That 
evening the ca rds are delivered to a 
se rvice bureau where they a re run onto 
a magnetic tape . Then the computer 
sorts the cards into the existing file 
and prints out the hard copy take-off. 

In M aricopa County, we send this 
take-off to the eight or nine companies 
operating in Maricopa County which a re 
purchasing thi s take-off through a sep-
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arate corporation. Jn Pima County. 
we are still going it alone and we are 
looking for a nybody that would like to 
discuss it with us. 

Jn o ther cou nti es we arc negotia tin g 
with seve ral companies lo buy copies of 
this print-out. 

This is si mply a n interim measure be
cause the print-out ge ts to be too cum
bersome. ln Maricopa County, we take 
the magnetic tape once a month a nd 
run it throu gh a machine that repro
duces the tape on microfilm and at that 
point throw away a ll the previous micro
film and we have twenty-three boxes 
of microfilm that com prise the entire 
records of Maricopa County . Our fil
ings there are abou t two hundred thou
sand a year. The entire plant from 
1945 to date is on twenty-three boxes 
of microfilm which can be reproduced 
overnight at a price of severa l hundred 
dollars. 

When people start ta lking about title 
plants, everyday the concept changes. 
We feel that perhaps we have been ve ry 
fortunate in choosing a procedure which 
is ab le to meet these changes, or at 
least we think it is goi ng to be able to 
meet these changes. 

Another beauty of this type of take
off is being able to do it in one place. 
This solves the biggest problem that we 
have and I'm sure many of you have 
the same problem- trai ned personnel. 
The turn over in our office is just get
ting to be fantastic , T really don't know 
what the reasons are, besides pregnan
cies and all the rest. Keeping trained 
personnel is very difficult. 

We have people who are trai ning new 
personnel. they have been there five 
month s, the new personnel have been 
there five weeks and they are just 
gett in g ready to train the new ones 
tha t came five days ago. Arizona is a 
very transitory state. The girls whose 
husbands a re in the service stat ioned 
at the ai rfields or at the universities. 
Total university enrollment in Phoenix 
and Tucson is close to sixty thousand 
students and a lot of them a rc worki ng 
their way through-their wives a re 
wo rking and they are goin g to coll ege. 

We are forced to employ the m and 
when they get their degree they are 
gone-so the large tum-over. The prob
lem of personnel tum -over is a very vi
tal one as far as we arc concerned. 
Thi~ is especiall y so in the smal ler 
cou nties. We just can't seem to kee p the 
people in the smaller cou nt y, so we 
have given up trying to train them 
and we bring th e en tire operation into 
one focus- one poi nt. 

As T sa id before. this is only an in
terim ste p, we now have a ll o f the re c
ord s of P im a Count y, Maricopa Coun
ty and other counties in Arizona on 
magnetic tape. P robably in abo ut fi ve 
yea rs we will put this a ll onto a com
puter. T doubt frank ly that that com
puter wi ll even be in the sta te of Ari
zona. T don 't know where it will be, but 
there is no need for it to be in Arizona. 

The location of the com puter is str ict
ly immateria l to the prese nt postu re of 
the development of the com puter tech
nioue . When we get to meetings lik e 

this a nd we start talking about what we 
are solving or attempt in g or purport
ing to solve in Ph oenix or Tucson, 
sornebody will say. "Well, I'm in San 
Jose and we got all kinds of problems 
and we are look ing into com puters, 
maybe we o ught to get together." T 
think the end resu lt will be th at we are 
not only talking about multi -cou nty 
plants. but believe it or not we are going 
to be talking about multi -state pl ants. T 
think this i s~ a concept th at to a lot o f 
people is basicallv true. 

Listening to Mr. Gulledge this morn
in g and to some of the thoughts com
ing out of W ashington. you ca n see 
that if we reall y don't move ou rselves 
into these a reas of cutting cos ts and 
operati n.Q in a more uniform fashion, 
somebody else is going to figure it out 
for us. 

Actually, our next step will be to take 
these tapes and run them onto the com
puter . We have the tapes programm ed 
for what we ca ll "geo-check" . Tf I own 
lot ten. block fourteen of Blackacre and 
th e girl has had a hard ni ght or some
thin g and she keens punchin g it in the 
reverse order. we have program med the 
com pu ter to reject th e cards if there are 
certain errors. 

We are trying to put into the pro
gramming certain checks that prevent 
us from putting the wron_g card in the 
wrong pl ace. Obviously the next step 
will be to program the name of the 
owner into the particular lo t ten. block 
fo urt ee n, Blackacre. a nd if it is John 
Wilkie, and John Willi ams over here 
tries to put a mort!!age on my prope rty. 
the computer wi ll reiect it because 
a lthough Williams and Wilkie are close 
together alphabetically, they are n't the 
same and the computer will reject it . 

If you are going to go into a com
plete com puter program this should be 
done and it is very possible. I know 
that some of the people at Lawyer's 
Title listening to me are probably about 
ready to murder me and think that a 
young upstart up there doesn't reall y 
know what he is talking about and that 
is probably true. This is one reason 
why we are go in g slowly into this com
puter operat ion and in a way where 
we ca n test each step wi th out having 
murdered ou rselves in the process. Be
lieve me, gen tlemen, you can do this. 
You can go so far on a com puter and 
then all of a sudden the quest ion ar ises. 
"Why didn ' t we think of this?" By the 
time you rea lize you have made a mis
take. it is too late. 

We hope th at by th e use of this stcp
by-step developing of the magnetic ta pe 
a nd work in g on the geo-check at a time 
when it is not going to kill us if it 
doesn 't work. perhaps we can develop 
some kind progra mming and some kind 
of a title plant th at is in one place, be 
it Kansas, Towa, Arizona, Californ ia, or 
wherever. 

Quickly. let's mention one other fac
tor which is con trary to the idea of 
multiple pl annin g. The fac t th at you r 
customer wan ts to think that th e busi
ness you are doing is close to home. He 
doesn't lik e this idea of a machin e 
some where way off. At one time in 
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our development we did move a title 
plant from a small town south of us 
on the Mexican border to Tucson and 
we had the idea that we could do that 
there and that it would work nicely 
and there would be no problems. But. 
the cu tomer reaction was bad. They 
wanted to see that plant, they didn't 
want this junk about having it up in 
Tucson and so it wasn't very long before 
we moved it all back again. 

On the present po ture of our title 
plant, the plant is right there in the 
county-physically, those boxes of mi
crofilm, although in this particular 
county, there are only three of them. Jt 
is not very impressive, but at least all 
of the records of the county are in 

that particular county and you could 
put them on the reader and the reader 
is programmed so that it goes right to 
the particular place. You push the but
ton and you can give him a hard copy 
print of the chain of title. So you have 
to have something in the county itself 
so that the people can get the local in
formation and be impressed by this lo
cal title plant. 

Obviously when you have a computer 
that is stationed off somewhere on the 
desert, all you will have is a display 
terminal and of course, those things im
press them quite a bit too- where you 
go in and press a few buttons and out 
comes a chain of title on a viewer. 
Then you press another button and you 
have a hard copy print-out. It is most 

Commentary By 

Carleton L. Hubbard, Jr. 

impressive if you push the right button 
and get the one that has his name on 
it. This doesn't always happen. We had 
one demon tration where one fellow 
said he wanted his brother's property 
checked out and we were trying to im
press him so we pushed all the buttons. 
Unfortunately his brother had a name 
very similar to some other local char
acter who had about fourteen judge
ments against him. and they all came 
out too. He was quite impressed. 

That is the direction that we are tak
ing and that we, at least I personally, 
believe that multi-county and perhaps 
even multi-state title plants are a thing 
of the very near future. 

Thank you. 

President, The Garfield Co1111ty Abstract Company, Glenwood Springs, Colorado 

F ifty years ago, my father purchased 
a small title company situated in 

Glenwood Springs, Colorado, a moun
tain community in the heart of the 
Rocky Mountains. Glenwood, whose 
main claims to fame are the Hot 
Springs, and the final resting place of 
that notorious gambler, Doc Holliday, 
boasted a population of 1800 people in 
1920, and is the county seat of Gar
field County, the eighth largest county 
in the state in area-nearly 2 million 
acres. However, of this total acreage, 
only one half was patented, the balance 
had been withdrawn for the United 
States Naval Oil Shale Reserve, or else 
was too straight up and down to be use
able. In the five years previous to 1920, 
the recordings in Garfield County had 
averaged nearly 4,000 per year, includ
ing chattels. Of this total, nearly one 
half were oil shale location certificates. 

The story is told that in the early 
nineteen hundreds, a homesteader had 
built a cabin in the High Plateau near 
the town of Grand Valley. In place of a 
stove in his cabin, he built a fireplace 
out of the ebony colored stone which 
abounded in the area. Upon starting 
a fire in the fireplace for the first time, 
he was astounded to discover that the 
rocks started melting into a puddle of 
black goo; and as the heat in the fire 
increased the rocks actually ignited and 
in a short time his new cabin was a 
smoldering heap. The black rock in the 
fireplace was the first discovery of oil 
shale in western Colorado, and Garfield 
County has one of the largest oil shale 
beds in the world. 

This was quite a burden for the small 
abstract office which used long hand as 
the method of takeoff, and utilized a 
blind index system. In his first year as 
an abstracter, my father's gross revenue 
was just over $5,000.00. 

Dad, who still comes to the office 
daily, hung onto the busine s through 
the 20's and 30's, but supplemented his 
income by acting as county welfare di-
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rector for several year . Needless to 
say, during the depression years, more 
people came into his office to apply 
for welfare, than came in to order ab
stracts. 

In the forties, the business really 
boomed-mainly because of the great 
activity in the oil shale. Major oil com
panies were patenting huge blocks of oil 
shale lands, and abstracts had to be 
submitted for every parcel which was 
being applied for. This great surge of 
business made it impossible to take 
time to modernize or streamline the 
plant and thus each chain which was 
searched became more and more timely 
and thus more costly. 

I joined the company in 1950, but 
one year later had to take a sabbatical 
and join Uncle Sam for two years in 
the infantry. I returned in 1953 and 
have been with the company since that 
time. 

In the mid fifties we started a pro
gram of switching all of our indicies to 
an "open" type system. On our town 
lot books, we went to the beginning and 
set up the system, but on our tract 
book, we were able only to put every
thing subsequent to a certain date 
into the new system and go back and 
pick up the first part as time allowed. 

It was also about this time that the 
verifax printer first found it's way into 
the hill country, and we changed our 
daily takeoff system from a typed page 
to a hard copy. Admittedly, the copier 
was not the best one made, but it was 
the only one available to us. This cut 
down the time required for the daily 
takeoff, and allowed more time for 
plant modernization or work output if 
the business necessitated. Once the hard 
copy was in our office it was posted by 
hand to the proper index, hopefully, 
appropriately marked, and then filed 
numerically. 

We continued along these lines until 
the early sixties with our efforts aimed 
mostly towards the compiling of ab-

stracts, for the term "title insurance" 
was just beginning to be heard around 
these parts. 

Just east of Garfield County lies our 
neighbor, Eagle County, which in 1960 
had a population of 4600 persons, and a 
land area of just over 1 million acres. 
The Continental Divide forms the east
ern boundary of Eagle County and its -
useable area is confined mainly to the 
valleys formed by the rivers and streams 
which flow through it. Farming, ranch
ing and mining had been the main in
dustries of this county, but in 1962 a 
new industry was to begin which would 
have a greater impact on the economy 
of the county in 5 years than mining 
had done for the previous 75 to 80 
years. This new-found bonanza was in 
the form of snow laden mountains, and 
translated-this means skiing. 

About the time that the plat was 
filed for the town of Vail in 1962, our 
compatriot in Eagle approached Dad 
and I with the idea that we buy him 
out. By profession he was a full time 
bank clerk, nighttime lawyer and week
end abstracter, and he wanted to get 
shed of some of the work load. Being 
still a young man who was over confi
dent in his abilities. and seeing the 
great potential which J thought lay 
ahead, I was wholeheartedly in favor 
of the acquisition, but my father was 
somewhat more cautious. It was almost 
a year later that we finally closed the 
deal, but we had acquired the Eagle 
County Abstract Company and merged 
it with our company to form one me
dium sized non-profit corporation. 

The abstract books and tract indicies 
of Eagle must have been designed by 
the Devil, himself. The tract books 
contained a series of numbers which re
ferred you to another book which gave 
you a very brief sketch of the instru
ment referred to. 

You then had to go to the book and 
page where the instrument was recorded 
to examine it properly. At this point, 
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I will explain that the previous owner 
used the county clerks office for his ab
stract work, so r.11 of the records were 
readily available. 

Our plan had been to move all of 
the records to Glenwood Springs and 
have one central office for both coun
ties. We thereupon embarked upon the 
task of microfilming all of the books 
in the Eagle County Courthouse. This 
project took several weeks to complete, 
but we at last had everything in one 
office-whether it could be made work
able or not was yet to be seen . 
. Our first step was to immediately set 
up new lot book and tract indicies, 
identical to those we used for Garfield. 
All instruments recorded after our date 
pf acquisition would be posted in these 
books. and the old records transcribed 
into them as time permitted. It also be
came necessary to obtain some type of 
reader printer so the microfilm could 
be put into use. Through my various 
influential and expert contacts, we 
were able to obtain a printer. wh ich , 
after installation, we determ ined had 
been custom built for a 6 foot 8 inch, 
three-handed contortionist with tele
scopic vision. But with the use of lad
ders, winches and various other custom 
tools we made it work-for a while . 
The developer fluids were so powerful 
that the gears in the printer mechanism 
lasted only a few weeks before having 
to be replaced. Any typist sitting near 
the developing mechanism would be 
. found slumped over her typewriter un
less she made regular trips to the other 
side of the room for fresh air. 

Our biggest problem, by far, is to ob-
. tain good copies of the plats which are 
filed in the clerk's office. There is no 
machine available in Eagle to repro
duce the linen or mylars which are 
filed. So periodically, we make ar
rangements to take a machine to Eagle 
and make the copies ourselves. The 
county clerk now uses a microfilm re
cording system, and makes a print of 
the plats for us from the microfilm, but 
it is not satisfactory in that it is not 
to scale, is not a clear picture and does 
not store well because of its tendency 
to tear. 

It was this venture into Eagle County 
which really initiated us to the world of 
title insurance. With the great surge of 
building taking place, abstracts were 
out, so we had to be able to furnish 
title insurance to our customers, and 
furnish it fast. When you are abstract
oriented, as I was, it is somewhat dif
ficult to make the overnight change to 
the supplier of commitments and poli
cies versus abstracts, but, of necessity, 
we made the transition. 

Forty miles south of Glenwood lies 
an old mining town which was one of 
the first towns in the country to dis
cover that the 100 or more inches of 
white stuff that floated down each 
winter was good for something besides 
shoveling off of the roofs and side
walks into the streets-Aspen is it's 
name. This is the county seat of Pitkin 
County which had a total of only 
2300 people in the county in 1960. 

The sixties were to see the town of 
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Aspen grow to a permanent population 
of 4,000, a transient population of at 
least that many more, and a tourist 
population that reaches 12,000 to 15,000 
people on peak days. Neither the tourist 
accomodations, nor the ski lift facilities 
could handle this crowd in Aspen prop
erly, so ski areas were started at High
lands and Buttermilk, both just adjacent 
to town, and then came Snowmass. In 
many ways, this was the epitomy of 
village construction. Experts chose the 
area because of its fantastic ski poten
tial, and all phases of the development 
have been equally well done. To indi
cate the growth of the Aspen area, 
which is the only population center in 
the county, the assessed valuation grew 
from $19,000,000 in 1966 at $42,530,-
000 in 1969. 

In the summer of 1968, just as Snow
mass was getting a good start, an at
torney friend of mine in Aspen called 
and asked if I would be interested in 
managing the Pitkin Title Company for 
a client of his who was considering 
buying it. I replied that it would be 
necessary for me to look over the situ
ation before answering. In the next few 
weeks, I sat in on many meetings be
tween the seller and the prospective 
buyer. Suddenly, the buyer dropped out 
of the negotiations, and I found myself 
taking his place. On February 1, 1969. 
we took over ownership of the com
pany, which was as large as what I al
ready owned. My father was really 
convinced now that he had raised a 
complete idiot for a son. After a few 
months of daily drives back and forth 
to Aspen, and running the Glenwood 
operation at night and on weekends, I 
was inclined to agree with his thinking. 

The plant ifself, presented some prob
lems, but fortunately it had been built 
to title insurance specifications, rather 
than abstract. That is, the last 12 years 
had been built that way-everything 
previous was just a photostat copy of 
the county clerk's tract book, and I 
think most of you are acquainted with 
that kind of animal. Anyway, here is 
the way we got our daily takeoff (this 
is not our innovation , but something 
the previous owner had originated) We 
would leave our office at 3:00 P.M. each 
day and go to the court house which 
was directly across the alley from us. 
We would let out a loud whistle and 
a hand would appear from a window on 
the first floor clutching all of that days 
recordings. We would go back to the 
office and microfilm the takeoff. then 
return to the aforementioned window, 
give a little whistle, wait for the arm 
and hand to appear, place the papers 
in the same hand and return to the 
office. The only time the procedure 
changed was if the clerks office was to 
busy to answer our signal, or if it was 
to cold to pucker up and whistle. 

We would then proceed to develop the 
film , splice it on the appropriate roll, 
run a hard copy, and use the copy for 
posting and examining for pending jobs. 

Whereas our business in Ea'gle and 
Garfield Counties was somewhat stable 
all year round, we discovered that busi
ness in the Aspen office was rushing 6 
or 8 months out of the year, and ab-

solutely frantic the rest of the time. 
The largest surge of business would 
occur in the winter months for the fol
lowing reasons: the developers of con
dominiums would start their buildings 
in the spring, and pre-sell the units dur
ing the summer and fall; Then, by the 
time the building was completed it 
would usually be Thanksgiving time or 
early December. The developer would 
then place the orders with us for all of 
the units in a given building; and as 
soon as the plat and condominium 
declaration were filed we would issue 
the commitments. Then, usually during 
the Christmas holidays, the purchasers 
would stay in Aspen, sign the final 
papers, and we would then start issu
ing policies. There are approximately 
1500 condominium units in the Aspen 
area and probably 1200 of these have 
been built in the last 4 years. 

I know that all of the foregoing 
sounds more like a chamber of com
merce promotion rather th an a talk 
about title insurance companies, but it 
was done to acquaint all of you with 
the situation which existed in each of 
the three counties. 

Each county is a different type of 
problem in the eyes of the title insur
ance agent, who also owns the title 
plant. 

First, we have Garfield County which 
has the largest area, the largest popula
tion, but at present does not have a 
building boom, but instead a steady 
growth . 

Secondly, there is Eagle County 
which is experiencing a boom in one 
area of the county, but the balance of 
it is devoted to farming, ranching and 
small communities. 

Third, is Pitkin County which is 
building like it was going out of style. 
With at least 2 new complete ski areas 
being planned as of this time, the busi
ness prospects look good for the future . 

With the old county clerk's records, 
or blind indicies forming the basis for 
the title plant in each case, it would be 
ideal to start over and build each plant 
from beginning to fit todays needs, us
ing either a punch card system, or a 
geograph ic type filing system. We need 
the system which would be the quickest 
to install, provide the quickest retrival, 
and be the most economical to set up. 
To this date we have not determined 
the route to take. 

The three title plants are similar in 
the following ways: 

a. In Eagle, we have a Xerox ma
chine in the court house which we 
use for the daily takeoff, and the 
posting is done by hand into tract 
books; 

b. In Garfield, we bring the instru
ments from the court house to our 
office, take a Xerox copy, and 
post into tract books by hand; 

c. In Pitkin, the clerk now provides 
us with a Xerox copy, which we 
immediately microfilm, but post 
from the Xerox copy into loose 
leaf index sheets. 

Complete consolidation of the three 
plants would be desirable, but costly 
and of course time consuming. 
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In our particular case we could con
solidate with the following "plus" fac
tors: 

a. Geographically, Glenwood Springs 
sits almost midway between the 
two other cities-Eagle being 30 
miles to the east, and Aspen being 
40 miles to the south. A large 
area of Eagle County is situated 
so that its residents must come 
through Glenwood to get to the 
town of Eagle, the county seat, 
and portions of Pitkin County are 
within 15 miles of Glenwood. Be
on the main line of the only rail
road through the area, and also 
being on the interstate highway, 
Glenwood Springs is a natural 
trade center for the area, and in 
the winter, all traffic to Aspen, ex
cept air traffic, must come through 
Glenwood Springs. 

b. With a present staff of between 
13 and 15 people, I am sure this 
could be cut at least 20 per cent 
by putting all the bodies under one 
roof and having them trained to 
use the records of all three coun
ties. When there would be a lull 
in one county, we could shift all 
efforts to the busy a rea. Also, by 
cutting down on employee costs in 
one instance, we could then use 
that savings to apply toward hav-

ing complete arb maps prepared . 
c. We would be able to reduce the 

amount of copy machine equip
ment by at least 30 per cent to 
40 per cent. 

d. Centralization of bookkeeping and 
billing procedures would result in 
lower accounting costs. 

e. Cut down on office rental by 20 
per cent to 30 per cent. By va
cating our large office in Aspen 
and renting a smaller pl ace we 
could cut down on office rental by 
20 per cent to 40 per cent. 

f. Purchase supplies in larger quan
tities , thus obtaining a better price. 
The ability to purchase our sup
plies in larger quantities would re
sult in lower costs. 

Consolidation would necessitate keep
ing one person in Eagle and one in 
Aspen to handle the daily takeoff, and 
to handle orders which would be phoned 
or brought into tha t location. We would 
then install a toll free telephone serv
ice direct to our office in Glenwood 
for all our customers in Aspen and 
possib ly in Vail. 

The "minus" fa..:tors for consolida
tion a re as follows: 

a. Immediate renovation , remodeling 
and enlarging of present quarters , 
plus additional future rent increase 
for larger quarters, or construction 

of completely new facilities. 
b. Inconvenience to the employees 

who would have to move, and the 
problem of finding adequate hous
ing for them. 

c. Lack of direct personal contact 
with the customers in the area 
from which you remove the oifice. 

d . Depriving your customers of the 
convenience of dropping into your 
office to ask you a question about 
a job, to look at a plat, or the 
many other favors which you as 
a little office must provide. 

ln many cases I doubt that the title 
insurance agent, as owner of the titlf'. 
plant , would have the time or the funds 
to completely re-do the title pl a nt to 
make it easier and quicker to use, so 
he must try to work out some agree-_ 
ment with his principal, whereby they 
would ass ist him in his project, it would 
certainly seem to be to their advan
tage. 

My personal problems toward con
solidation ended just a few months ago 
when the company was purchased by 
Stewart Title Company of Texas. I re
mained as man age r, so it is now "our" 
problem, and with the "know how" 
furnished by Stewart, and if the fine 
co-operation I have received so far is 
an example, !he solution will be forth
coming. 

Fringe Benefits and Retirement Programs 
Cum111e11tary By 

Richard D. Grinnell 

President. Richard D. Gri1111e// & Associt1/es, /11 c., 
New York, New York 

I a m going to talk to you about em
ployee benefit programs and will 

spend most of my time on retirement 
plans and give you, I hope, a few ideas 
of what can be done primarily for key 
men in your company. I am going to 
refer to benefits th at can be provided 
for corporations. The sa me benefits can 
be provided for pa rtnerships and sole 
proprietorships. However, in the case 
of either a sole proprietorship or a 
partnership, the owners of the company 
cannot be included for favorable tax 
treatment since they are not employees 
of the company. A recent law was 
passed that states that Sub-Chapter S 
Corporations by 1971 will be restricted 
to the same amount of mon ey that 
may be deducted for Keogh Plans. 
The restriction is that in a Sub-Chapter 
S Corporation, as of 1971, the maximum 
tax dedn~tion tu a retirement plan for 
stockholders will be JO per cent of their 
sa lary or a maximum of $2500 de
ducted each year. Therefore, if any of 
you have Sub-Chapter S Co rporations, 
I suggest you consu It your accountant 
and attorney and consider the feasibility 
of becoming a regul a r corporation. As 

40 

you know, professional people may now 
in corporate and enjoy the same retire
ment tax benefits as a regular corpora
tion. Many profession als, for various 
reasons, have been hesitating about in
corporating. On October 12, 1970, a 
stateme nt appeared in a bulletin pub
lished by Comme rce Clearing House, 
stat in g that there is a strong possibility 
that in 1971, Congress may permit pro
fessionals to install co~porate type re
tirement plans without havi ng to actual
ly incorporate them selves. This state
ment was made by one of Nixon's tax 
advi ors, a nd did not give any details. 

It is my feelin g that every corpora
tion in the United States, without ex
ception. should at least have a profit 
shari ng plan. and in a few moments, 1 
will tell you why I make this statement. 
Statistics show us, however, that only 
about 10 per cent of all corporations 
in existence have a tax deductible re
tirement pl an which woulcl include 
pension or profit shari ng plans. First, I 
would like to sta te the main tax bene
fit s of having a qualified retirement 
plan: 

I. All contributions made to such a 

plan are tax deductible as any 
normal business expense. 

2. Contribution s made to the plan by 
the company are not taxed as cur
rent income to the par ticipants. 

3. All of th e earnings of the mo ney 
in the retirement trust are tax 
exempt until the money is with
drawn from the trust. 

4. There is very favorable tax treat
ment for monies paid out upon 
dea th, terminati on or retirement. 
As an example, any death benefit 
pa id to a beneficiary from a qu a li
fied retirement plan. including life 
insurance, is paid Federal Estate 
tax free, as long as paid to a 
named beneficiary. However, too 
many people today in estate plan
ning put too much emphasis on 
reducing the estate tax for the wife, 
forgetting that when the wife ul
timately dies, she will not have 
benefit of the marital deduction, 
a nd therefore children a re often 
left with huge estate tax payments. 
Many of you m ay not be aware of 
the fact th at death benefits pay
able from a retirement plan may 
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be paid to a trust which would 
provide upon your death, your 
widow with life income, but the 
beneficiaries of this trust would 
be, as an example, your children. 
This means that you have not only 
avoided an estate tax in your es
tate, but also in your wife's estate. 
While we are on the subject of 
death benefits, to get off the 
track for just a moment. very few 
people realize that death benefits 
from regular group life insurance 
can also be made estate tax free to 
your beneficiaries through an as
signment of ownership of the po
licy. 

5. The last point I list as a tax bene
fit by installing a qualified retire
ment plan is that such a plan often 
enables you to release more cur
rent income for present enjoyment. 
By this, J mean through a quali
fied retirement plan, you may have 
the corporation pay for life insur
ance and investments with before 
tax dollars instead of after tax 
dollars. As an example, let's as
sume that a person is currently 
paying $6000 per year in life in
surance premiums and to his broker 
for investments. Let's further as
sume that this individual , is in the 
50 per cent personal tax bracket. 
This means that he must draw 
$12,000 a year in salary in order 
to net the $6,000 that he is cur
rently paying for insurance and in
vestments. The difference has gone 
to pay Uncle Sam his taxes. T have 
often said to corporate presidents, 
who have told me that they are 
not ready to install a retirement 
plan because the company could 
not afford it, why not let us work 
out figures for you, and bring back 
figures to you based on the amount 
of money that you are currently 
drawing to pay for your own in
surance and investment programs. 
Because in many cases, in small 
closely held corporations, we can 
often give the stockholders as much 
as 80-90 per cent of the total com
pany contribution. Which means 
that, for example, if the man T 
just spoke about who is drawing 
$12,000 a year to net $6,000, 
look that same $12,000 and put it 
into a tax deductible key man pen
sion or profit sharing plan, we 
might possibly be able to credit his 
account each year with $8,000-
$10,000. Jn a situation like this. 
the company is spending no more 
money than before, but he now has 
$8,000-$10,000 per year in invest
ments and / or insurance, instead 
of the $6,000 that he had without 
the qualified plan. Another very 
important fact is that his invest
ments are growing in a qualified 
trust and there is no annual tax 
paid on the growth of -investments. 
With hi present investment pro
gram, outside of a qualified re
tirement plan, he is paying annual 
tax on dividends, as well as long 
and short term capital gains tax. 

TITLE NEWS 

In addition to the tremendous tax 
benefits that are available in qualified 
retirement plans, there are very sound 
business reasons for the establishment 
of these plans. Jt is a known fact that 
practically all large corporations today 
have some form of a retirement plan. 
A large firm, in my estim ation, would 
be a company employing 500 and more 
employees. Earl ier, I stated that 90 
per cent of all corporations do not have 
retirement plans, which means that 
these are the smaller corporations. This 
puts the smaller corporation at a great 
disadvantage when it comes to hiring 
key personnel. The young executive of 
today has learned in college the tre
mendous tax benefits avai lable to him 
through a company retirement plan. And 
I have seen many cases where a smaller 
company. without a retirement plan , 
has lost a key man to a larger com
pany even when the larger company 
was paying a smaller sa lary, but was 
offering in addit ion to the current sal
ary. a tax-sheltered retirement plan. 
This means that when the smaller 
company installs a qualified retirement 
plan , they are now in a position to com
pete with the larger company for sophis
ticated key employees. Another sound 
business reason is that by having a 
retirement plan , you will reduce your 
turnover, and hold on to more of your 
key employee . Many companies that do 
not have retirement plans cannot with 
a clear conscience make their older 
long-term employees retire because they 
know in most cases the employee has 
not been able to save on his own suf
ficient money on which to retire; and 
we al l know that social security is not 
adequate enough to live on. Therefore, 
many companies a re forced to keep 
older employees on their payroll well 
beyond the age of 65. Thi s is very dis
couraging to a young ambitious em
ployee, who hopes some day to be a 
vice president or president of the com
pany. However, if a company has a re
tirement plan , they are then able to re
tire their executives at age 65, which 
means that executive positions will then 
become available to the younger execu
tives. And you can also be sure that 
the employee with the retirement plan 
who is approaching retirement will en
thusiastically train the younger executive 
to replace himself. An additional sound 
bu iness reason , of course, would be to 
reward faithful service. I feel that the 
day of the gold watch and pat on the 
back for 40 years of faithful service is 
now passe. Many companies, with re
tirement plans, will still hold the fare
well dinner, but instead of presenting 
"Good Old Harry" with a gold watch, 
they will present him with his first 
monthly pension check which would be 
payable each month for as long as he 
lives. Or in some cases, for as long as 
he and his wife live. Believe me, this 
has a tremendous impact upon the 
morale of the other employees. And 
needless to say, a retirement plan will in 
most cases prevent the loss of social se
curity. You and your employees both 
contribute substantially to the social 
security program. However, very few 

people have been able to accumulate 
on their own, without a retirement plan, 
sufficient money in order to retire. This 
means that the individual must con
tinue working beyond the age of 65 , and 
if he earns over a certain amount of 
money, no socia l security retirement 
benefits will be paid to him until he 
is age 72. Income received from a re
tirement plan will, in most cases, enable 
a person to retire at 65. 

I said before T felt that every cor
poration shou ld a t leas t have a profit 
sharing plan , if they ever make any 
profits at all. Some companies feel that 
a profit sharing plan must be related 
to profits. ln other words, they feel 
that when they install a profit sharing 
plan, they have to agree to share a cer
tain percentage of the company's 
profits each year. This is not true. A 
company may have a profit sharing plan 
and leave the decision as to whether a 
contribution should be made in any 
given year str ictl y up to the board of 
di rectors. Therefore, even in a profit
able year. the corporation is not com
pelled to make a contribution. Many 
companies, instead of a profit sharing 
plan, pay an annua l bonus. Well, as we 
all know, the bonus is quickly disposed 
of. I, therefore, suggest to you that you 
consider a qualified profit sharing plan 
that will enable money to grow tax free 
to a person's retirement age, because 
there is no fixed commitment on the 
company's part to make a contribution. 

There are basic differences between 
pension and profit sharing plans. The 
main difference is that a profit sharing 
plan is primarily an incentive type pro
gram, while a pension plan is for the 
orderly retirement of employees. Jn a 
profit sharing plan, you are permitted 
to contribute up to 15 per cent of par
ticipating payroll. Jn a pension plan 
there is no such limitation on company 
contributions. If you have both plans 
together, which many companies do, 
you then have a limitation that states 
that your maximum contribution is 25 
per cent of participating payroll. A 
profit sharing plan does a great job of 
accumu lating retirement money for the 
young people. For the people closer to 
retirement, however , it does not in most 
cases, provide adequate retirement ben
efits. The reason for this is very simple. 
Let's assume that when you install your 
profit sharing plan , there are two men 
making the same salary, one man is 
age 30 and one man is age 55. Let's 
further assume that you contribute a 
certain percentage of their salary to 
their retirement age of 65. The younger 
man with 35 years to normal retire
ment age, will end up with a great deal 
more money than the man at 55 who 
only has JO years in which to accumu
late his money. This is particularl y bad 
if the man at age 55 happens to be the 
president or another key employee. In 
the case of a pension, however , let's 
assume that we are to provide each of 
these men with a pension of $100 per 
month a t age 65. Today, in order to 
buy from an insurance company an an
nuity of $JOO per month at age 65, we 
must accumulate approximately $14,-
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000. Let's assume that our investments 
to the pen ion plan earn 6 per cent 
interest. The annual deposit for the man 
at age 30 to accumulate $14,000 in 35 
years would result in an annual con
tribution of $118.52. The annual con
tribution to provide the same $14,000 
at age 65 for our 55 year old executive 
is $1,002 annually. So, it is obvious that 
if our president is age 55, he is going 
to take a much larger tax deduction for 
himself under a pension plan than he 
would under a profit sharing plan. Many 
people say that they do not like pension 
plans because a pension plan is a fixed 
commitment, whereas a profit sharing 
plan has flexibility. However, as I have 
said to many accountants and corpo
rate presidents, it is true that a profit 
sharing plan is more flexible, but are 
you willing to pay the price? A pension 
plan is no more of a fixed commitment 
than hiring an employee to work for 
your company. You are able to fire 
that employee at any time. You are 
free to terminate your pension plan at 
any time. So I say to you that if you 
are only getting 30 per cent of the 
entire company contribution from your 
profit sharing plan, where in many 
cases you may be able to have set 
aside for yourself 80-90 per cent under 
a pension plan, there would be no ques
tion in my mind as to which plan I 
would take, because even if you ter
minated that plan in ay five years, 
think of how many additional dollars 
you would have been able to accumu
late under the pension plan. Before you 
go into any retirement plan you should 
be presented with both pension and 
profit sharing figures, and possibly end 
up installing both plans at the same time. 

Basically, there are five main methods 
that are used by corporations to create 
their pension reserves. 

The first is an uninsured pension plan 
where there is no insurance company 
involved and where the trustees invest 
the assets of the trust in any prudent 
manner. Sometimes this money is even 
loaned to the corporation as a source 
of additional operating capital. The un
insured plan is used primarily by the 
larger corporations. However, there is 
no reason that a one or a two man 
corporation cannot have an uninsured 
plan. I have been amazed at the num
ber of people who are not aware of 
the fact that companie can have unin
sured pension plans. Most of them have 
felt that an insurance company has to 
be involved. This is not correct. It may 
make sense to have partially insured 
plans in many cases and very often it 
does. Because without an insurance 
company, by using an uninsured method 
of funding, the trust must guarantee the 
pension to the retiring employees for 
their li fetime. Thi cou ld be a losing 
proposition to a trust if they have sev
eral employees living beyond the time 
they should have died, according to the 
actuarial table that were used in de
termining the company contributions to 
the plan. There is nothing to prevent, 
however, their trustees from purchasing 
an annuity at the time of retirement 

42 

from an insurance carrier. An advan
tage of an uninsured pension plan is 
that money, if invested prudently, can 
keep abreast of or ahead of inflation 
and declining dollar value. 

The second method of funding that 
many companies use is a group annuity 
or a deposit administration plan where 
all of the money is invested with a life 
insurance company. Sometimes the in
surance company will even pay as much 
as 6-7 per cent interest. You can be 
sure, however, if they are paying you 
6-7 per cent interest, they are probably 
earning 15-20 per cent with your mon
ey. Otherwise, they wouldn't be able to 
build all of the apartment houses they 
do, pay the commissions they do, and 
get wealthier each year. Under this 
method of funding, there are normally 
no death benefits for a person who 
dies. nor is this money available to your 
corporation as a source of operating 
capital. T personally prefer the unin
sured method of funding to the group 
annuity or deposit administration plans. 
Because through prudent investment and 
proper inve. tment management, you 
should be able to earn as much on your 
investments as the insurance company. 
Then you could even build your own 
apartment houses or dramatically de
crease the cost of your pension plan or 
provide must higher benefits for the 
same company contribution. Every 1 
per cent interest you earn in addition 
to the a sumed rate of interest used in 
your pension plan would decrease the 
cost of the average pension plan by 
approximately 20 per cent per year, 
and, of course, as T have said before, 
you cannot use insurance company 
funds as a source of operating capital 
in your own business. 

The third method of funding, unfor
tunately still used by many corporations 
and sold by many unsophisticated pen
sion consultants, is the fully insured 
pension plan where individual retire
ment contracts are purchased on the 
life of each participant. Everyone in the 
plan has a nice death benefit from in
surance, and they are also guaranteed 
that at retirement they will never out
live their pension. Tt is my feeling that 
this method of funding should have 
passed out of the picture with the 
Model A Ford. Tt is the most costly 
method of funding available and the 
least flexible of all methods of funding. 
After a few years, under this type of 
plan, the cash value exceeds the face 
amount of insurance. Therefore, you 
really don't have any life insurance at 
that point, all the insurance company 
is doing is returning your own money. 
And as I have said before, the money 
you get out of this type of funding from 
cash values of insurance has proven to 
be worth less when you take it out than 
it was worth when you invested the 
money. 

The fourth method of funding that 
companies use is a profit sharing plan 
which we have already discu sed. This 
i more of an incentive type program, 
primarily benefitting the younger peo
ple, and does not guarantee employees 
any fixed sum of retirement benefits. 

T do feel, however, that a corporation 
gets more mileage out of this type of 
plan than out of paying a bonus. 

The fifth method of funding which 
we have found to be an exce llent mid
dle of the road method of funding, par
ticularly for key employees, is a com
bination plan, sometimes referred to as 
a split funding method of funding. Any
one having plan number 3 (fully in
sured plan) would in my estimation be 
exercising sound business judgment by 
changing their plan to a combination 
plan. The combination plan is actually 
a combination of the uninsured plan 
and the fully insured plan. Participant5 · 
still get the same death and retirement 
benefits they would under the fully in
sured plan, but under the combination 
plan, approximately 50 per cent of com-· 
pany contributions are now inve ted by 
trustees. Trustees will normally tend to 
invest this money in equity investments 
which historically have been the only 
type of investments that have been 
able to keep abreast of or ahead of 
inflation. Money is now, with this type 
of plan, also available to the corpora
tion as long as it is properly col later
alized. Generally, a combination plan is 
at least 15-25 per cent less costly than 
a fully insured plan, but is much more 
flexib le and desirable for many other 
reasons. Tt provides the same death 
benefits as the fully insured plan. Upon 
a death, however, with the combination 
plan, the trust retains the investment 
fund portion which creates a surplus 
which can be used to reduce company 
contributions for remaining participants 
or by amending the plan it may be 
used to increase benefits. 

Speaking again of death benefits, if 
yoll have a profit sharing plan, I think 
it is advisable for you to consider 
allowing plan participants to have the 
trustees purchase insurance for them 
with a percentage of the company con
tributions. This additional benefit does 
not cost the company any money, bllt 
does permit, on a voluntary basis, em
ployees to purchase tax deductible, es
tate tax-free life insurance if they feel 
they need it, thereby giving them an 
immediate benefit. This may also enable 
them to increase their tandard of liv
ing, because they are now able to pur
chase tax deductible insurance instead 
of purchasing personal insurance to pro
tect their families with after tax dollars. 

Another feature that I would add to 
every retirement plan is a voluntary 
contribution which would permit any of 
the employee to voluntarily contribute 
up to 10 per cent of their income in 
investments purchased by the trustees. 
At the present time, their contribution 
would be paid with after tax dollars. 
However, the growth of the money in 
the trust is tax exempt. Some executives 
who are presently trading in the market 
are paying substa ntial income taxes each 
year for short and long term gain plus 
paying taxes on dividends. By adding 
this feature to your plan, you may now 
purchase the same investments and not 
be required to pay any taxes each year. 
When the money is ultimately with
drawn from the trust, the growth will 
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at that time be taxed on Jong term 
capital gains basis. In a recent Wall 
Street Journal there was an article that 
stated that tax officials in Washington 
are now considering allowing this JO 
per cent contribution to be paid with 
before tax dollars which, of course, 
would be "fantastic". 

It is an easy matter to set up a re
tirement plan covering all employees. It 
is more difficult to set up a plan for 
executives only. However, it is possible 
to establish a tax deductible key man 
pension or profit sharing plan. The 

.other day, I was speaking with a com
pany president in Atlanta, Georgia, 
who has had a partially insured pension 
plan for his employees for several years. 
The plan provided a retirement benefit 

·of 30 per cent of salary at retirement. 
T explained to this company president 
that it was possible for him, without 
distl.lrbing his existing pension plan, to 
install an additional pension plan cov
ering only executive personnel. I told 
him, as an example, we could install an 
additional tax deductible plan and in
clude only people earning over a certain 
salary, such as $700, $800 or $1,000 
per month, etc. He felt that what I 
was telling him was not possible to 
accomplish, otherwise his tax advisors 
would have informed him of this long 
before now. I convinced this man to 
give me the information required to 
make a study and told him when I 
presented the figures that he should 
have on hand his tax advisors and that 

· I would at that time convince them all 
that what I was saying was not "ba
loney" but was in fact a "fantastic" 
way of converting tax dollars to savings 
dollars and that he as the president of 
the corporation would be prime bene
ficiary of the benefits. He admitted that 
if such a thing were possible. that he 
would immediately install such a plan 
since he was heavily investing in the 
stock market and was in the personal 
70 per cent tax bracket. Such additional 
plans as this may also be installed on 
top of existing profit sharing plans in 
many cases. 

The Internal Revenue Service permits 
us to install retirement plans that elim
inate large numbers of employees. Some 
of the permissible ways of excluding 
people from coverage are: ( 1) years of 
service. TRS says that we may exclude 
in some cases, people with less than 5 
years of service; (2) we may also ex
clude by minimum and maximum age. 
As an example, in some cases we may 
require that an employee be at least 
age 30 before he is eligible and that we 
can exclude people over the age of 55 
or 60 years old; (3) if a corporation 
has several geographic locations, they 
are often able to include only those 
people employed in certain offices. The 
same holds true for people who own 
several corporations. A plan may often 
be installed including only employees 
from one or more of these corpora
tions. On the other hand, one single 
trust could also be installed covering 
all corporations; ( 4) as I stated before, 
you may also exclude by salary. As an 
example, we can install a tax deduct-
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ib le plan covering only people earning 
over $650 a month. A higher or lower 
salary may also be used for exclusion 
purposes. 

per cent of payroll. The following types 
of benefits were listed which make up 
the figure of 45.7 per cent: 

Which brings me to my final point. 
A master trust may also be installed 

by a trade association permitting inter
ested companies to join and offering 
substantial benefits of a single trust 
approach . 

Other forms of key man benefit pro
grams that can be installed if desired 
on a discriminatory basis are disability 
income and major medical insurance 
which can be tax deductible and cover 
only executive personnel. Also, you can 
put in the minutes of your corporation 
that the corporation may pay on a tax 
deductible basis a certain percentage 
of an employee's medical payments that 
are not covered by insurance. 

Many employers are not aware of 
just how much their fringe benefits are 
really costing them. A 1968 survey 
made by the Chamber of Commerce 
indicates that the average cost as a per
centage of payroll for companies pay
ing employee benefits in the non-man
ufacturing group of companies is 45.7 

If you think this figure is surprising to 
you, you can be sure that your employ
ees are not aware of the cost of benefits 
they are receiving in addition to their 
salary. It would behoove all of you to 
make some effort of communicating to 
your employees the value of the bene
fits provided by your company. If you 
are the typical employer, you may oc
casionally hold employee meetings ex
plaining fringe benefits offered by your 
company. You may have a group in
surance booklet, a pension booklet, in
dividual progress reports for your profit 
sharing plan, etc. Which means that an 
employee has to do a great deal of read
ing in order to understand all of his ben
efits, which naturally they don't do. The 
most effective means that we have found 
of communicating the value of your 
benefit programs to your employees is 
to provide them each year with a com
prehensive statement outlining the bene
fits and cost to the company of the 

AVERAGE BENEFIT COSTS AS PER CENT OF PAYROLL, 
FOR COMPANIES PAYING EMPLOYEE BENEFITS 

Total 
All Non

Manufacturing 
J. Legally required payments (employer's share only): 

a. Old-Age, Survivors, Disability and Health Insurance 3.8 
b. Unemployment Compensation 0.8 
c. Workmen's compensation (including estimated cost 

for self-insured) ................................ . . 
d. Railroad Retirement Tax, Railroad Unemployment 

Insurance, state sickness benefits insurance, etc. 
2. Pension and other agreed-upon payments (employer's share only): 

a. Pension plan premiums and pension payments not covered 
by insurance-type plan (net) ... ............ ... . ............... . 

b. Life insurance premiums, death benefits, sickness, accident 
and medical care insurance premiums, hospitalization 
insurance, etc. (net) .................. . 

c. Contributions to privately financed unemployment 
benefit funds 

d. Separation or termination pay allowances 
e. Discounts on goods and services purchased from company 

by employees ...................... . 
f. Employee meals furnished by company 
g. Miscellaneous payments (compensation payments in excess 

of legal requirements, payments to needy employees, 
etc. 

3. Paid rest periods, lunch periods, wash-up time, travel time, 
clothes-change time, get-ready time, etc. 

4. Payments for time not worked: 
a. Paid vacations and bonuses in lieu of vacation ................ . 
b. Payments for holidays not worked 
c. Paid sick leave ...... . 
d. Payments for State or National Guard duty, jury, 

witness and voting pay allowances, payments for 
time Joss due to death in family or other personal 
reasons, etc. .. ............................ . 

5. Other items: 
a. Profit-sharing payments 
b. Contributions to employee thrift plans ....................... .. 
c. Christmas or other special bonuses, service awards, 

suggestions awards, etc. . .................. ... . 
d. Employee education expenditure (tuition refunds. etc.) 
e. Special wage payments ordered by courts, payments to 

union stewards, etc. 

TOTAL 

0.5 

2.9 

6.0 

2.7 

1.6 
0.4 

1.2 
1.4 

0.7 

3.8 

4.3 
2.8 
1.7 

0.7 

6.4 
2.1 

1.4 
0.3 

0.7 

45.7 
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group insurance, medical, major medi
cal, disabi lity income, thrift plan, and 
all the other benefits that the company 
is paying for. There are several organi
zations equipped to provide these an
nualized computerized statements to 
your employees each year. It is very im
pressive to give to each employee each 
year on one form an outline of all of 
the benefits he has whi le working for 
your company and showing what the 

co t would be to him to provide these 
same benefits on his own. If you are a 
largr: enough company and have your 
own computers I would discuss the mat
ter with your computer department; if 
you are a very small company. you 
could provide the e same statements 
each year by hand, or you could hire 
employee communication experts to 
prepare the statements for you. 

portunity to tell you that it has been 
my pleasure and honor to speak be
fore your distinguished group. I am 
afraid l ran over my allotted time, and 
I hope T have been able to leave with 
you at least one point that you were 
not aware of that may prove to be 
of some benefit to you and your com
pany. 
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Gentlemen, I want to take this op- Thank you. 

Commentary By 

H. James Sheetz 

Se11iur Vice Prl'sidl'11t, Co111mu1111•ealth La11d Title l11.rnra11ce Company 
Philadelphia, Pe1111sylva11ia 

Mr. Sheetz reported on data which 
had been developed by the Research 
Department on the fringe benefits of-

fered by 14 Association member under
writer companies. The statistics covered 
in his report include the following: 

ALTA LIMITED SURVEY ON EMPLOYEE FRINGE BENEFIT 

PROGRAMS OF MEMBER UNDERWRITING COMPANIES 

Benefit 
1. RETIREMENT PROGRAMS 

Per cent of companies that have re
tirement program 

Length of service required to be eli
gible for retirement program 

Portion of retirement program pre
mium paid by company 

2. LIFE INSURANCE PROGRAMS 
Per cent of companies that have a 

life insurance program 
Portion of life insurance premium 

paid by companies 

Per cent of companies offering life 
insurance programs that are based 
upon the income level of the 
employee 

Per cent of companies offering life 
insurance programs which will per
mit employee to purchase addi
tional life insurance with his per
sonal funds 

3. MEDICAL INSURANCE 
PROGRAMS 
Per cent of companies having medi

cal programs 

Portion of medical premiums paid 
by companies (percentages pertain 
to companies actually offering 
benefit) 

Aggregate Data-
14 Underwriters 

92.9% 

Qualified upon employment: 
One to three years: 
Five years or more: 

Companies paying 100%: 
Companies paying more 

than 70%: 
Companies paying less 

than 70%: 

100% 

Companies paying 100%: 
Companies paying more 

than 70%: 
Companies paying less 

than 70%: 

Hospitalization 
Surgical 
Major Medical 
Disabil ity-Salary 

Continuance 
Hospitalization 

100% 

28.6% 

Companies paying 100%: 
Companies paying over 

50%: 
Companies paying under 

50%: 

15.4% 
53.9% 
30.7% 

76.9% 

15.4% 

7.7% 

42.9% 

21.4% 

35.7% 

100% 
100% 

85.7% 

64.3% 

21.4% 

64.3% 

14.3% 
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Benefit 

4. ANNUAL LEA VE OR 
VACATION POLICY 
Average length of service required 

by clerical employees for each 
weekly increment of paid vacation 
each year (NOTE: 50% of the 
companies have policies which do 
not permit more than three weeks 
vacation each year for clerical em
ployees regardless of years of 
service.) 

Average length of service required 
by executive employees for each 
weekly increment of paid vacation 
each year (NOTE: 58% of the 
companies have policies which per
mit executives 3 to 4 weeks of 
vacation regardless of length of 
service.) 

5. SICK LEAVE POLICY 
Per cent of companies authorizing 

paid sick leave 
Number of paid sick leave days 

permitted annually 

Number of sick leave days which 
may be accumulated 

6. PAJD HOLJDA YS 
Number of paid holidays observed 

annually (NOTE: Number of holi
days may vary in branch offices 
depending on the custom in the 
area.) 

7. MILITARY LEAVE POLICY 
Company policy with regard to an 

employee who is a member of a 
reserve component of one of the 
U.S. Military services and who is 
called to two weeks active duty for 
training each year 

Surgical 

Aggregate Data 
14 Underwriters 

Companies paying 100%: 
Companies paying over 

50%: 
Companies paying under 

50%: 
Major Medical 

Companies paying 100%: 
Companies paying over 

50%: 
Companies paying under 

50%: 
Disability-Salary Continuance 

Companies pay:ng 100%: 
Companies paying over 

50%: 
Companies paying under 

50%: 

14.3% 

64.3% 

21.4% 

7.1% 

64.3% 

28.6% 

42.8% 

28.6% 

28.6% 

l week vacation-6 months service 
2 weeks vacation-1 year service 
3 weeks vacation-11.7 years service 
4 weeks vacation-20.7 years service 
5 weeks vacation Not offered by 

or more- any companies 

1 week vacation-6 months service 
2 weeks vacation-] year service 
3 weeks vacation-8.1 years service 
4 weeks vacation-11.6 years service 
5 weeks vacation Not offered by 

or more- any companies 

71.4% 

6 days-20% of companies 
12 days-20% of companies 
Number of days determined en individ

ual basis 60% of companies 

NONE 
12 to 20 days 
No limit 

5 days- 7.1% 
6 days-14.3% 
7 days-14.3% 
8 days-21.4% 
9 days-28.6% 

12 days-14.3% 

78.5% of companies 
14.3 % of companie, 

7.2% of companies 

of companies 
of companies 
of companies 
of companies 
of companies 
of companies 

14.3 % of the companies pay the em
ployee in full for time spent on active 
duty and the employee also receives ,, 
paid vacation. 

71.4 % of the companies pay the em
ployee a salary which is the difference 
between his regular salary and military 
salary. The employee also receives a paid 
vacation. 

14.3 % of the companies consider the 
spent on active duty to be leave with
out pay, but the employee does receive 
a paid vacation. (continued) 
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Benefit 

8. PROFIT SHARING PLANS 
Per cent of companies having profit 

sharing plans 
Length of service required for em

ployee to be eligible for profit 
sharing plan (percentages pertain 
to companies actually offering 
benefit) 

9. STOCK OPTION PLANS 
Per cent of companies having stock 

option plans (NOTE: Companies 
offering stock option plan indi
cated that it was limited to ex
ecutives and that it was effective 
upon employment.) 

10. BONUSES 
Per cent of companies paying bonuses 

during first year of service 
(NOTE: Of those companies pay
ing bonuses, 57 .1 % reported that 
bonuses were paid to all employ
ees, while 42.9% reported that 
bonuses were paid only to execu
tives.) 

11. JOB EVALUATION AND 
SALARY ADMINISTRATION 
PROGRAMS 
Per cent of companies maintaining 

formal job evaluation and salary 
administration programs 

Frequency in which salaries are re
viewed (percentages pertain to 
companies with formal salary ad
ministration programs) (NOTE: 
All of the companies reported that 
it was not their policy to grarit 
cost of living salary adjustments.) 

12. OVERTIME COMPENSATION 
POLICIES 
Point at which companies begin to 

pay overtime compensation to non
exempt employees 

Rate of overtime paid to non-exempt 
employees for work done on holi
days (NOTE: 14.3% of the com
panies reported that they do grant 
compensatory leave for employees 
in lieu of overtime pay if it is re
quested by the employee.) 

13. PERCENTAGE OF TOTAL 
SALARY EXPENSE SPENT 
BY COMPANIES ON 
EMPLOYEE FRINGE BENEFITS 
Range of percentages 
Average percentage spent for em

ployee fringe benefits 

14. ADDITIONAL BENEFITS 
REPORTED BY COMPANIES 
THAT WERE NOT INCLUDED 
IN THE QUESTIONNAIRE 

Benefits appear under the group in 
which the company reporting ad
ditional benefits is classified 

Aggregate Data 
14 Underwriters 

57.1% 

Qualified upon employment: 
One year: 
Two years: 
Three years: 

14.2% 

50% 

NONE 
37.5% 
12.5% 
50.0% 

57.l % of the companies that do pay 
bonuses 

Monthly 
Semi-Annually 
Annually 

57.1% 

Work in Excess of: 
35 hours per week 
37 Y2 hours per week 
40 hours per week 

1 112 times normal rate 
2 Y2 times normal rate 

1.7 % to 27.5% 

16.4% 

25% 
12.5% 
62.5% 

7.1% 
21.5% 
71.4% 

78.6% 
21.4% 
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ABSTRACTERS AND TITLE INSURANCE 
AGENTS SECTION 

Report uf Sectio11 Chair111a11 

John W. Warren 

Vice President, A /bright Title and Tmst Company, Newkirk, Oklahoma 

T o you who are members of this the 
Abstracters and Title Insurance 

Agents Section and to those of you who 
may be guests, J wish to express my 
thanks for having permitted me to serve 
as your chairman this past year. I also 
want to make a report to you of the 
activities of your section since we last 
met together in annual convention at 
Atlantic City at the end of September, 
1969. 

Much good has, J think , come about 
since we last met together, some through 
the careful planning of your section of
ficers, and some because of a change in 
the country's economy and the practices 
of its citizen savers. 

Many times our best ideas originate 
from basic concepts. We have Jong 
known that the exchange of informa

. tion from abstracter to abstracter was 
one of the most rewarding aspects of 
our assembling in conference or con
vention. This was refined somewhat 
and exp loited fully at the Mid-Winter 

· Conference in New Orleans this past 
April. 

A number of items of discussion ma
terial was circulated among the mem
bers of your section's executive com
mittee and narrowed to some five areas 
wherein, we felt, members of this sec
tion had greatest interest. We held 
three different thirty-minute discussion 
sessions with those in attendance as
sembl ing al the table wherein they held 
their greatest interest during th e first 
thirty minutes, the area where their sec
ond greatest interest lay during the sec
ond thirty-minute period , and finally the 
next most pressing discussion area in 
the final thirty-minute session. Table 
membership was limited to approximate
ly fifteen persons and the tables in all 
five areas were filled beyond capacity. 
ln typical Mardi Gras spirit, the table 
moderator awarded contributing persons 
with a string of beads or a doubloon 
for each meritorious idea presented, and 
finally the party having the greatest col
lection of beads and doubloons was 
given the grand prize, a beautiful clock 
radio. Everyone was pleased and amazed 
at the number of good ideas that came 
out of these discussions. 

Some time has past since our sec
tion last held any type of regional sem
inar meeting. As the result of my in
quiry at the Mid-Winter Conference and 
the strong expression that we hold one 
or more of such meetings this year, we 
did so on May 22nd and 23rd. Re
gional meetings can have many of the 
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good aspects of a Mid-Winter Confer
ence or an Annual Convention by sup
plying worth-while program material. 
They can also minimize to the abstrac
ter expense because generally held in 
closer proximity to his business loca
tion and involving less hotel and travel 
time. With these goals in mind, meet
ings were held on Friday, May 22nd, 
at the Hilton Inn in Kansas City, 
Missouri, and on Saturday, May 23rd, 
at the Marriott Motor Hotel in Chicago. 
The morning sessions involved speaker 
presentations on title insurance cover
ages available today, the changes in 
coverages, and what brought these 
changes about, public relations material , 
and a slide highlighted presentation on 
microfilm equipment and its use, cost, 
and adaptability. The afternoon ses
sions were patterned after the Mid-Win
ter round-table discussions held in New 
Orleans with the discussion areas lim
ited to four topics rather than five. 
One hundred men and women from 
nearby states attended the two meet
ings in spite of the fact that at the par
ticular time title orders were generally 
slow and our business income substan
tially Jess. 

Our section has been gifted in having 
several active subcommittees and the 
record of their work was last given 
you in New Orleans and will follow my 
report today. For this reason I shall not 
in my report usurp the recognition to 
which they are entitled by pointing to 
their particular accomplishments. 

I have been privileged to attend 
three state conventions thus far this 
year. I continue to be impressed by the 
worthwhile programs that are offered at 
the state level. Jt is quite evident, and 
has oft been told, that those in our pro
fession who haven't the time but take 
the time to be a part of their state 
and national meetings also just happen 
to be the most successful in carrying on 
their business and profession. I see a 
trend, too, toward more common prob
lems even among abstracters distantly 
removed from each other. I believe this 
comes about because of a more uniform 
system of laws coming down from the 
Federal level, national legislation that 
affects each of us in a similar man
ner, a standard form adopted for use 
throughout the nation, and a communi
cation system that alerts you to a 
neighbor's problem who may be many 
hundreds of miles away. It therefore, 
appears to me even more important 

that we have a strong national organiza
tion with an active section aimed at 
solving problems that are common to us 
all. It is necessary that we take time 
out to reflect on our own business, on 
our method of doing business, on our 
neighbors' and what's coming a few 
years hence. 

Our national office, recogmzmg the 
need to rub shoulder-to-shoulder with 
the man in the field, has been actively 
engaged in a program called "Operation 
Grassroots". We have learned a lot about 
our industry from visits over several 
states and several sections of United 
States. Our director of public relations 
has been scheduled to report to you 
about this later this afternoon. Also 
geared to stimulate your thinking is the 
panel discussion that is to occur this 
afternoon on taking a look at our busi
ness ten years hence. I know we will 
be enlightened by this discussion. I have 
gone about this year urging our mem
bers to be professional in their business, 
to take an active part in the work of 
this association, and to share their good 
ideas for the betterment of us all. If 
we want to lose a part of our business 
to be replaced by another system of evi
dencing, we have only to carry on as 
we were accustomed to doing, to reject 
new ideas, to decline the use of auto
mated equipment, and to refuse to be a 
part of any objective discussions that 
involve our industry. We are desperate
ly lacking in a public understanding of 
our industry, how we operate, the basis 
of our charges, the professional side of 
our work, and the importance that it 
has in the economy of the nation. 

I am aware of the strides that our 
Association is making and I feel very 
privileged to have had the opportunity 
to assist in these endeavors though they 
may be small. Each of us here now, and 
as contributors to the work of the as
sociation in the years ahead, would be 
well guided by the final words of Robert 
Frost's poem "Stopping By the Woods 
On a Snowy Evening", and I quote: 

The woods are lovely, 
dark and deep. 

But T have promises 
to keep, 

And miles to go 
before I sleep, 

And miles to go 
before I sleep . 

Thank you very much. 
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Report of Organization and Claims Committee 

William F. Galvin 

Chair111a11, Orga11i~atio11 and Claims Committee 
President, C 11arc111/ee A hstnact and Title Insurance Company, St. Petersh11rg, Florida 

T he Onrnnization and Claims Com
mittee: in cooperation with the Re

search Comm ittee. has Jeveloped a ques
tionnaire which you will find easy to 
answer. 

The purpose of this questionnaire is 
to provide data on the organization 
and financial structure of ALTA mem
ber abstracter-agents and to use the re
sults as a basis for making recom
mendations to the members of our Sec
tion. 

Examples of data lo be developed. 
upon which the Committee hopes to 
base Section recommendations. include: 

1. Coverage carried by abstracters in 
the area of errors and omissions 

2. Amount invested in the business 
3. Gross income developed from ab

stracting and title services. For 
many of our Association with gross 
of under $50,000, AL TA has little 
or no information 

4. Net income-and from these fig
ures some average return on dol
lars inve ted 

5. The Committee may eventually 
want to advise Section members 
concerning the changing of their 
operating structure-perhaps from 

a partnership to a corporation: or 
a sub-chapter S corporation if there 
are advantages that become appar
ent from the information gathered 
from the questionnaire. 

To accomplish our goal. your help 
and cooperation is imperative. This 
easy-to-answer questionnaire will be 
mailed on or about January 10, and you 
will be asked to return it within 10 
days. 

Do cooperate, and encourage your as
sociates who are not here today to do 
likewise. With your help, this Commit
tee rnn be of real help to our Section. 

Report of Plants and Photography Committee 

I t is always a great privilege to bring 
to you the report of your Committee 

on Title Plants and Photography. Jn this 
rapidly changing world of business, the 
techniques of reproducing and toring 
information is well up to the front of 
the procession. Xerox in the field of 
reproduction, and the computer manu
facturers in the field of storage and re
trieval have worked a major revolution 
in the field in which we are engaged. 

So far as your committee has been 
able to determine. no world shaking in
novations took place in the year since 
our last meeting, but a steady flow of 
refinements and interesting innovations 
whets the curiosity and challenges the 
attent ion of all of us, Jest we find our
selves speeding along in a Model T, but 
gazing at the receding outline of a 1970 
model super charger. 

The most intriguing demonstration of 
storage and retrieval that has come to 
our attention this year is the NCR Ultra 
Fiche system now available to libraries. 
This system reduces positive images 150 
to 1, enabling the reproduction of three 
average size books (3200 pages) on a 
single 5 x 8 base. The readability of the 
image on a special reader provided by 
the company is equal to the normal 17 
to 1 reduction. This is certain ly not an 
innovation which will have immediate 
application for most of us, but it offers 
a remarkable break-through in the space 
required for storage of huge numbers of 
instruments, and the fiche arrangement 
makes retrieva l very rapid. This should 
lend itself to solving the problems in
herent in larger plants throughout the 
country. 
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Otto Zerwick 

Clwim1m1, Planrs a11d Photogr11pliy Con11nillee 
President, Abstract and Title Associ11tes, Inc., 

Madison, Wisconsin 

Kalvar continues to in:prc;ive its 
product and it seems has intngumg pos
sibilities for our operations. Th~ C'Om
pany is working on a step and repeat 
camera. Coup led with the pecul::'. !. or 
I shou ld say, unique ability that Kalvar 
fi lm has of making it possible to de
velop images one at a time in the step 
and repeat process, it seems to me that 
this offers possibilities of improvement 
in microfilm systems employing geo
graphic filing where invidivual docu
ments are cut from the rolls and filed 
in jackets. At least it is an alternate 
technique which should be explored. 

One of the intere ting desk top 
copiers now on the market is the Savin, 
which I would suggest is at least worth 
investigating. It is quite low in cost, 
either for purchase or rental. It uses a 
treated paper in rolls, and therefore can 
take a document of any length. 

Xerox, of course, is not resting on its 
laurels. High speed copiers that are 
more printing machine than copier are 
now available in several sizes. Some of 
their new equ ipm ent is not particularly 
related to our business, but the company 
is an ag'._ressive le::ider and may give us 
a new tool tomorrow. 

An exceecL;1gly excellent microfilm 
viewer with multifocus blow-up is manu
factured by the Vuetech Corporation of 
St. Louis. The only objection to this 
equipment is its cost, which is a little 
below $2000. This reader throws the 
image onto a horizontal, or almost hori
zontal screen at approximately desk 
height. 

Recordak's Microstrip reader retrieval 
system seems to us to be one of the 

vanat1ons which has definite advantages 
over storinl' your information in 100 
foo• rolls •·I ;111crofilm . The ready ac
cess1oility and ease of location of in- . 
dividual images st rikes us as worthy of 
serious consider::.'.:on before any decision 
in plant maintenance anJ operation 
change is made. One of our numbers 
has employed his own variant of the 
sy tern, simply coating the roll film with 
milar tape, indexing the information on 
the milar cover thus produced, and fil
ing the film after cutting into 8 to 10 
inch strips on edge in drawers. Less 
sophisticated than the Recordak system, 
it is also less expensive. 

Remington Rand has what appears to 
be a dandy little "Karda-a-Film Mini 
Reader", their F-400. for less than $ I 00 
which shou ld fi ll many requirements for 
a sma ll. lightweight reader. Its main 
drawback is the size of the blow-up. 

The Dasa Corporation of Andover, 
Mass., advertises a low-cost portable 
microfiche reader which, they say, was 
chosen by the Office of Education of the 
Department of Health. Education and 
Welfare after receiving bids from 13 
companies . None of us have seen this 
yet, but with a price guestimated as be
tween $50 and $75, it might be worth 
looking into, as it would make it eco
nomically feasible to have one on every 
desk. This has an 81/2 x 11 viewing 
screen with 20x magnification. 

We should also cal l your attention to 
the new IBM MagCard Selectric, which 
we think is an improvement for ti tle pur
poses of the original MTST-magnetic 
tape selectric. It does much that the 
MTST does, but the storage is on cards 
which are easi ly filed and readily re-
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trieved without the difficulty of location 
on a long ro ll . 

One of your committee membe rs has 
commenced a local-area title service, 
underta king to microfi lm records and 
furn ish them to small abstracters who 
cannot afford such equipment them
selves, or who prefer to have the work 
done for them , leav ing their own help 
free for direct title production. Some of 
you who have equipment might find this 
a field worth exploring. Others who do 
not have the equipment m;,;:'1t find th at 
a n a rrangement could be made a long 
these lines which would enable one of 
the group to insta ll and operate the 
necessa ry equipment with a real sav ing 
to a ll , plus the advantages which havi ng 
the actual instruments in the o ffice 
would mean. 

Your committee now is engaged in 
wei ghing the advantages and disadvan
tages of computerized title pl ants. Y ou r 
chairman has been high ly skeptical of 
the ultim ate cost advantages of these 
sys tems, whil e other members of the 
comm ittee seem to be convinced th at 
thi s is rea ll y the wave of the future. We 
were extremely interested in the claims 
made by Great Western Title Guaranty 
Company of Seattle which has just com
pleted creating a complete new pl ant 
from public records through the punch
card, magnetic- tape, micro-film route 
which they assure us they did at a cost 
o f 10 cents per posting. Such a n accom
plishment has staggered your chairman 
and tossed him onto the ropes for a 

complete re-appraisal of his thinking. 
Whethe r such figures could be dupli
cated in smaller-volu me counties is an 
interesting area for further stud y. 

In Madison, Wisconsin. William A. 
C hatterton , a n attorney, is directing a 
Comp uter Assisted Legal Services Proj
ect fund ed throu gh the gradu ate school 
of business of the University o f Wi scon
sin by Legal Services Di vision of the 
U.S. Office of Econom ic Opportunity. 
They a re prim aril y conce rned with de
veloping computer programs to perform 
c lient inte rviews a nd legal decision mak
ing theories to ana lyze the in format ion 
gathered and dc,cument prod uction pro
gra ms to produce ap propri a te documents 
to acco mplish whatever may be desired 
as a result o f the in forma tion ga thered 
and the analys is made. Their objective 
is a red uction of the cost of legal serv
ices. I ment ion this because o f the sites 
the se fellows ha ve th eir eyes on. They 
are a lso think ing in term s of some sor t 
of computerized, unified land title sys
tem taking into accou nt a ll o f th e va rious 
land use co ntrol s impinging o n title. Mr. 
C hatterton has a lready proposed to the 
chairman of the Rea l Property, Probate 
and Trust Law Sect ion of the ABA th at 
!t rnn<ider, together with the American 
Bar Foundation. funding research based 
on the techniques al ready deve loped in 
hi s project, to develop a land title a naly
~is sys tem includin g, in addition to the 
usua l land title problem>, the expansion 
of the concepts and tech niques to ac
commodate the p1-,1 blems deve loped by 

zo nin g laws. especially such as Flood 
Pl ain and Upland Zoning Laws which 
we now have in Wisconsin . He rem arks 
in a let ter to me of October 8, 1970 : "It 
would be ho ped th at such research could 
deve lop techniques fo r ha ndling such 
problems and a t th e sa me time demon
strate the necess it y of developing a 
broader titl e system to take into acco unt 
th e many areas of gove rnment now plac
in g burdens on the use of rea l estate." 

Al least great changes are in the air. 
You have seen, I im ag ine. the Teletitle 
demonstration. Things can be ve ry dif
ferent from the kind of titl e plant opera
ti o n we learned and probably use. How 
.~rea l the possible changes are must be 
determined by so phi stica ted examination 
a nd a na lysis. 

Your committee is int e re~ted in every 
facet of the title evidencin g job fro m 
ball poi nt pens a nd office desks to com
puters and ultrafi che and wired video. 
In ma ny ways yo ur Co mmittee o n Titl e 
Plants and Phot ogra ph y is a committee 
of the whole assoc ia tion . Everyone of 
yo u are part and parcel of it. We so li cit 
your ac ti ve interest, your communica
tions, and your presence at our meetings. 
We hope in th e future to have these 
better publicized and largely attended. 
We would particularly urge you lo write 
to us of any inn ova ti on. news, bit of 
equipment. or system which yo u think 
unique different, useful. We would lik e 
to be no more than a sou nding board,
a sort of ca talogue. perhaps, to display 
the wares you collect. 

Report of Schools Committee 

I n reporting upon the Abstract and 
Title Schools Committee, I will first 

give you a brief run-down of the reports 
received from the 37 questionnaires 
mailed out to those affiliated associa
tions last August. Of the 28 associa
tions reporting, 17 stated that they did 
not hold an abstract or title school 
during 1970. 

Eleven states did , or will , hold schools 
or seminars during this year: 

-California held educational confer
ences in February and March and 
also offers a correspondence course 
on abstract and title insurance 

-Colorado held schools during Sep
tember, consisting of first and sec
ond year abstracting courses 

-Illinois held a short title course in 
May 

-Indiana held a seminar and round 
table in April 

-Iowa will hold an abstracters sem
inar in November 

-Kansas held an abstract and title 
school in June 

-Missouri had a land title school in 
May 

-Nebraska also held an abstract and 
title school in May 
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- New York held a real i::state insti
tute in August 

- Pennsylvania held a sixteen-week 
course from September through 
January 

The numbers attending the schools 
and courses ranged anywhere from 15 
to 400. In all cases, programs were 
planned and circula ted prior to holding 
the schools. 

Four states said that certificates of 
attendance or completion were issued, 
and one of the states stated that col
lege credits were received for sat isfac
tory completion of the school. 

In the questionnaires circulated by 
our committee, one question was asked 
as to recommendations to n at i on a I 
headquarters in correlating the uniform
ity of instructions and the following re
plies were received: 

1. By correla ting the material con
tained in American Title Association 
Handbook on Short Courses of Land 
Title Instruction outlining suggested ad
vance notices; advantages and disad
vantages of time and pl ace of conven
ing; lists of courses for study, together 
with a table of contents for each; for
mat for the conducting of classes with 

emphasis on student participation ; and 
the merits of student evaluation. 

2. Recommend subjects, series of 
courses offered with number of years 
for school to be set up preferably on 
a three-year basis. 

3. The various state associat10ns 
should try to have their courses spon
sored by one of the leadi ng universities 
in the state and should also endeavor to 
have the courses accepted as credit to
ward a real estate brokers license. 

I wish to thank all persons who re
sponded, and especially those who took 
the time and effort to make a detailed 
report to assist myself and the com
mittee in helping to further our efforts 
with their suggestions in the educational 
program on land title abstracting and 
title insurance. 

I noted some interesting observations 
reported by some of the students at
tending one particul ar school. The im
pressions varied greatly, and I would 
read a few : 

I. "Facilities were inadequate. No 
heat in rooms. Bathroom far, far down 
the hall. Couldn't even buy a newspaper. 
No mirrors, radios, etc. No drinking 
glasses. Parking too, too far away. I 
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think transportation to distant quarters 
should have been planned. One lady 
alone had no ride and stayed behind 
alone. Women alone in strange towns 
are afraid to get out at night. Next 
time, I think motel reservations should 
be made for everyone at the same 
place. Meals were good. Mr. (Jones) 
was good in his presentation. Still I 
enjoyed it." 

2. "Did not like accommodations. No 
glass to get a drink. No mirrors. Too 
hard to get to-keys-locks-more 
keys. Parking problems-too far away, 
parking tickets everywhere you go. 

Meals were good. No planned transpor
tation to distant quarters. The classes 
were fine, subjects covered adequately." 

3. "Great-let's do it again." 
4. "It was very enjoyable and inform

ative. Thank you all for your efforts." 
5. "Although I have long been an 

abstracter, this is my first meeting of 
any kind pertaining to this business. 
I found it to be informative as well as 
enjoyable. I especially liked the discus
sions and sometimes wished we had 
more time for this." 

I gave you these remarks and ob
servations for only two reasons: one 

being the certainty that students are 
not all alike; the other being that some 
are not only interested in furthering 
their education, but are also very much 
interested in their own personal com
forts and conveniences. 

Future activities of the committee 
are up to the discretion of our hon
orable chairman, Mr. Warren. However, 
there are some rather far-reaching pro
posals coming out of our meeting 
Thursday morning, and those will be 
set forth in an article which will appear 
in Title News in the near future . 

A Look at the Title Business Ten Years Hence 
Comments By 

Jack Rattikin, Jr. 

President, Rattikin. Title Company, Fort Worth, Texas 

A fter accepting the challenge to ap
pear on this panel several months 

ago, I promptly forgot about the sub
ject assigned to me, that is "A National 
Underwriter's Viewpoint of the Title 
Business Ten Years Hence". There was 
method in John Warren's madness in 
contacting us so early. You know, 
when anyone asks you to do something 
a long time in the future, the easy way 
out is to accept and thereby avoid the 
embarrassment of thinking of a good 
excuse, especially when you don't have 
one. Of course, had I thought about it, 
I really had the best excuse right at 
hand. That was that I know absolutely 
nothing about what I'm going to be 
doing even tomorrow, let alone fore
casting the future l 0 years hence. I'm 
afraid that I have Jived on the NOW 
theory all my life, and it's awfully 
hard to break. However, since fore
casting the business climate is so very 
important now-a-days, I decided that a 
little thinking about my subject just 
might do me some good, not to mention 
what good it will possibly do for my 
company. 

Whenever anyone asks me to tell 
them everything I know about any giv
en subject , I always volunteer that I 
would be happy to if they have a cou
ple of seconds. Since this discussion is 
supposed to take about 15 minutes in
stead of a couple of seconds, I'm 
afraid that I will have to stretch my 
knowledge and rely on others for some 
of my material. Fortunately, I was as
signed to talk first, so any overlapping 
on Jim's and Vic's topics won't be 
noticeable until you find them stam
mering around, trying to think of some
thing different to say. Therefore, I'll 
apologize to them in advance. 

Since this topic takes on the subject 
of "crystal gazing", I decided to learn 
about that first. I bought the book "The 
True Story of Houdini", and thoroughly 
enjoyed learning about the steps Hou
dini went through proving that fore
seeing the future was a total fraud on 
the public. Now, today I am asked to 
perpetuate that fraud on you. There-
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fore, consider the source, and take my 
few remarks for what they are worth. 

I will break down the title insuror's 
viewpoint into three categories: ( 1) re
lated activities that will affect our busi
ness, (2) the future of title insurance 
companies from within the industry, 
and (3) the growing importance of 
market research. 

The largest single factor that will 
make or break the title insuror in the 
1980's appears to be the economic pic
ture at the time, the public's attitude 
toward commercial title insurance, and 
the development of housing, not to 
mention the continuance of free enter
prise itself. 

According to all of the information 
I could get, it appears that 1980 will 
see a gross national product tremen
dously higher than we have today. I'm 
afraid that inflation will increase at an 
unprecedented pace, thereby causing a 
rapid rise in costs of doing business. 
This means that the title insurance com
pany will have to be geared toward 
systems of lower costs, less employees, 
etc. I'll go into this more in my second 
point. Economists believe that the cor
porate cash flow will be some $200 
billion in 1980 as opposed to about $100 
billion in 1970. As you can see, this 
is about double in the next ten years. 
Knowing nothing about economics, I 
don't exactly know how this affects the 
title insurance companies, but it is 
bound to have a terrific impact. 

All forecasters seem to think that 
the demand for private housing will be 
so great by 1980 that it will almost be 
impossible for the construction industry 
to keep up with it. If this is true, the 
title insurance company will be forced 
to expand its services through agencies 
and branch office operations beyond its 
wilclest dreams. Because the costs will 
apparently keep rising, the construction 
industry will become more and more 
compact. That is, there will be a huge 
growth in national contracting con
cerns which will be formed as divisions 
of even larger major corporations. By 

doing this, the company can take ad
vantage of volume buying and thereby 
be able to cut their costs. 

Hopefully, the savings would be 
passed on to the ultimate homebuyer. 
The title insurance company in 1980 
will have a substantially larger nation
al sales department in order to keep up 
with the necessity of keeping these 
large concerns within the title com
pany's own backyard. The title insur-, 
ance company will have more concen
tration on the large national customer 
because so much of its potential in
come will depend on their business. , 
Sales gimmicks, of course, will still be 
in existence, but the 1980 customer 
will be more sophisticated and will de
mand more and more expanded serv
ices. These services will include the 
necessity of every underwriter main
taining construction loan disbursement 
departments whereby completion of the 
project will be guaranteed. More and 
more affirmative insurance will be de
manded, and, due to the press of com
petition, will unfortunately be given. 
This, of course, will lead to that for
bidden subject-"casualty title insur
ance coverage". If this is to come to 
pass, the underwriter will have to ad
just his agency policies as well as his 
rates. The title insurance companies are 
now hard at work trying to buck this 
trend. Such casualty insurance would go 
against the very concept of title insur
ance as now set up. The title under
writer feels, as all of us do, that the 
ultimate consumer wants to make sure 
that they do own their own home. 
They are not interested in having to 
move because of some defect in title. 
People want to feel secure in the fact 
that they have something they can call 
their own, and are not so interested in 
just getting paid off in the event of dif
ficulty. Therefore, the title insurance 
underwriter must not give in to the de
mands for casualty coverage requested 
by the builder or others, but must be 
cognizant of the wishes of the home
buyer himself. 
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The increase in costs and competi
tion will bring about a trend toward 
companies that offer a complete pack
age of real estate services. This in
cludes land acquisition, development, 
financing and marketing. Since the lo
cal title agent will probably be out of 
touch with such concerns, it will be the 
duty of the title insurance company to 
see that the available business goes to 
its agent. At this time, the local title 
agent is the one who sifts out the avail
able customers, but it will not be so 
much that way in 1980. 

Naturally, and in my mind, un
fortunately, there will probably be 
more regulation of title companies by 
government agencies. Now, in my state 
of Texas we have complete regulation 
of our industry by our state govern
ment, and we love it. However, this is 
due to the fact that we really regu
late outselves, and the Texas State 
Board of Insurance merely sees that we 
all follow the rules we make. 

Of course, the Board is watching to 
make sure that the public is not mis
treated, but so far our own industry 
has been extremely fair to John Q. 
Public, probably more so than in any 
other state. The thing I fear is federal 
regulation. It appears that if such fed
eral regulation does come about in 
1980, it will be due to the fault of title 
insurance companies throughout the na
tion. When we think more of the money 
in our own pockets than we do the av
erage homebuyer, it serves us right 
when federal regulation does occur. 
The title insurance companies must, 
therefore, even before 1980, strive to 
keep their own skirts clean in order to 
avoid this federal regulation which ap
pears to be eminent by 1980. 

There are many more areas of re
lated activities which could be men
tioned, but time will not allow for 
these. 

The second area I will mention 
deals with the future of the title busi
ness from within the industry itself. 

I believe that 1980 will show a tre
mendous reduction in the number of 
title insurance companies. This will be 

due to the fact that commercial devel
opments are now getting so large and 
so expensive, that only the large title 
insurance companies can write a policy 
which will be acceptable to the investor. 
There will be a continued growth of 
large national title companies, thereby 
bringing about more and more mergers 
and title conglomerates in order to be 
able to compete . The rising cost of do
ing business, as well as the present 
necessity to have greater control , both 
financially and fidelity wise, will bring 
about the company owned operation in 
the larger cities rather than the agency 
operations of today. Even today we see 
more and more agencies selling their 
companies to national underwriters. This 
is not brought about through the wish 
of underwriters to grab all the money, 
but has been brought about through the 
tremendous amounts paid out each year 
by the underwriters through fidelity 
losses and the failure of smaller agents. 
I'm sure that this does not sit well with 
many of you here today, but we can all 
see it, and we all know the tremen
dous pressures we are under today. So 
many agencies sell to relieve them
selves of this pressure, and the under
writer is forced to buy in order to stay 
in business in an important city or 
county. 

I also feel that 1980 will be a time 
of greater standa1 dization of title oper
ations. This will be done through the 
development of national standards and 
procedures in the industry. This will be 
brought about through inter-company 
agreements and through the American 
Land Title Association. The needs of 
the ultimate consumer are basically the 
same throughout the nation, and the 
present day confusion they experience 
when they move from state to state 
will have to be rectified. Standard pro
cedures of 1980 and after will assure 
the people that the title insurance com
panies are all working for a common 
cause, that is, the security of real prop
erty ownership, and not working to 
charge all the traffic will bear. Of 
course, standardized procedures will 

Comme11ts Bv 

Victor W. Gillett 

bring about more uniform pncmg of 
services. In non-regulated states today, 
the homebuyer must literally "shop" his 
business in order to avoid being charged 
more than the average. Complete stand
ardized prices between the states will 
not be available by 1980, because of 
the differences between the real estate 
laws of each state. However, charges 
within a particular state should be fairly 
uniform, at least as far as underwrit
ing charges are concerned. 

The last forecast I will make of title 
business in 1980 concerns "market re
search". 

It is my belief that by 1980, the title 
insurance companies will move away 
from being production oriented to be
ing sales and marketing oriented. The 
largest cities will change from semi
monopoly, as far as title insurance com
panies go, to highly competitive. Since 
the business is shifting from merely pro
viding a title policy to supplying a 
broad package of financial and real 
estate services, thinking and acting cre
atively with regard to these new op
portunities will become a potent tool to 
increase revenues. The first step for the 
title insurance company of the 80's will 
be to learn as much as possible about 
the markets in which they operate. This 
will involve the collection and analysis 
of data, a revamping of sales programs 
and appraisals of market potentials. 
Market research will therefore become 
one of the most important areas for all 
title insurance companies by 1980, and 
it is my belief that the company which 
researches well and follows through, 
will be the one that will reap the 
greatest rewards. 

Well, I'm sure that my time is more 
than up, so I will turn it over to my 
two cohorts here to provide more in
trigue and crystal ball gazing concern
ing the title insurance industry. If you 
followed my remarks at all, you will 
realize that all I really said was that 
the title business is going to be bigger 
than ever in 1980, at least as far as 
the title insurance companies are con
cerned. 

Thank you. 

President, Steivart Title and Tmst of Phoenix, Phoenix, Arizona 

I f we just take a moment to look at 
all the changes we have seen in our 

industry since 1960, then we know there 
·will be even more rapid changes during 

these next ten years. 
I feel that I have a fairly objective 

outlook of the agent and his problems 
· of the future as I have been on both 

sides of the fence . I was branch man
ager in Texas and supervised agency 
activities in 15 counties for Stewart 
Title Guaranty Company from 1954 to 
196 I. In 1961, I moved to Phoenix. 
Arizona, to head up a new independent 
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agency company called Stewart Title & 
Trust of Phoenix. This company is 
owned by about 300 stockholders resid
ing in 14 states and we're the exclusive 
agent for Stewart Title Guaranty Com
pany. I answer to an outside board of 
directors that are elected by these many 
stockholders and this outside board in
jects into our title business some good 
non-title company thinking and has, I 
feel , helped our growth and ability to 
compete. Also, our Articles of Incorpor
ation limit the number of shares any 
individual can own in our corporation, 

and this keeps a "corporate operator" 
from decimating a company and selling 
it and removing all of its cash. 

Now for looking to the future-let's 
break our agency companies into two 
groups; those that operate in the small 
community with only one, two, or three 
competitors. Jn the other group, let's 
put the agent who operates in the larger 
city with many, many competitors, most 
of whom are a branch of a major 
nationwide underwriter. 

T feel that in the first group. the 
small city operation, that the agent will 
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not face too much change. In many 
cases, the small city agent probably, in 
addition to being a title insurance agent, 
also makes abstracts. He may, in addi
tion be practicing law, selling insurance 
or real estate, be the local banker or 
savings and loan official and is a 
major contributor to the busine s, civic 
and social life of his community. As 
long as the small operator continues 
to give good service and keeps in close 
touch with the customers, he will 
prosper and grow with the community. 

The small city agent must, however, 
in the next 10 years , bring his children 
into the business or else bring in a 
promising young person who will some
day take over the operation. This is the 
hard part, because a man who has 
built up his business will tend to con
tinue "holding the reins", and this wil l 
discourage the new man and he may 
eventually leave or open up a compet
ing firm. The underwriter or underwrit
ers will no doubt press the owner of the 
agency to bring up someone to build 
the agency, as they arc interested in 
seeing that their outlet in that county 
stays prosperous. The small city agent 
should stay active in his state land title 
association and the American Land Ti
tle Association, as this is one of his 
only outlets to keep up with the changes 
in the future. 

Now, let's look at the big city agent 
and try to figure where he wil I be dur
ing the next 10 years. During the late 
50's and early 60's, many of the under
writers felt that going into a new mar
ket should be accomplished through an 
agent, and when one was available who 
could write for several underwriters, 
they usually tied up a contract with 
him. In some cases, they took an up
and-coming vice president or title offi
cer from one of the older companies 
in the community and set him up to 
build a new operation. The problems 
that came from this means of operation 
were many, because the particular in
dividual may have been a great escrow 
officer or title officer but he was not 
well grounded in over-all management, 

and in many cases the underwriter had 
to take over the agent to keep him 
from failing. 

Also, in many cases, the agent did 
not have the character to withstand 
the temptation of occasional "dipping 
into the escrow funds". These antics by 
the agent soured many of the national 
underwriters on working through agents. 
So, they have moved more and more 
toward the philosophy of having a 
wholly-owned branch. They arc al o 
moving toward buying up control of the 
large city agents. This is, in some cases. 
a mistake, as a good conscientious agent 
who has a good track record of suc
cessful operations will sell more title 
insurance by being an independent. 
There is more incentive to him per
sonally than if he were just a branch 
manager. Also, the agent can do a 
better job with the bigg<:st problem in 
the tit le business-personnel-because 
he has probably been in the community 
longer and knows the local available 
title people better. 

All of the items mentioned previous
ly that are advantages to the smal l city 
agent are also advantages to the large 
city agent. However, in the larger cities, 
the independent agent has to really 
work on developing an attitude of giv
ing "the best service possible" because 
his competition, the branch office of 
national underwriter, will have the great 
tools of national referrals and large 
bank balances placed from the home 
office to tie up large builders and mort
gage loan business. 

The independent agent has several 
advantages that I feel will continue to 
improve during the next ten years. One 
is flexibility. He can do many things 
to utilize his assets that are prohibited 
by state law to the underwriter. He 
can buy an apartment, build a subdi
vision, buy a related business and many 
other things to increase the net worth 
of his stockholders in the corporation. 
The independent agent will react quick
ly to change and this is one of his 
greatest assets. 

I believe that to compete successfully 

Comments By 
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in the next ten years, the independent 
agent in the large cities will more and 
more have to develop and become a 
student of scientific management and 
become familiar with the functions of 
planning, organization, supervision, and 
control. He will have to, in addition to 
being active in his state association and 
the American Land Title Association, 
take a course at one of the larger uni
versities on Jaw, business, or manage
ment. Also, he should belong to the 
American Management Society or to the 
Society for Administrative Management 
or other similar groups. 

He must also work toward joint 
plant systems and other labor saving 
methods. He must continue to recruit, 
train, and promote young people in his 
organization. He should give these youn~ 
people adequate salaries and responsi
bilities, so they are not wooed away to 
another field. 

He should know his state legislators 
and other elected officials and keep up 
on legislation problems at all levels. 
And, above all, he should be active in 
his community, in civic and social af
fairs, because by being in a service 
business, the greatest number of the 
customers that he must serve reside 
right there in that community. 

In most businesses. in the next ten 
years, bigness will choke up the smaller 
companies. Many agents will be pur
chased by underwriters. Some agents 
will merge together and form their own 
underwriting company. Some agents will 
move toward having less employees and. 
handling only a certain number of cus
tomers and giving exclusive "cadillac 
service" at possibly a larger fee than 
that charge by their competitor. And, 
in some cases, agents will grow larger· 
in their communities because the public 
will demand local , personalized service, 
where they can talk and see "the head 
man" if some problem arises. 

Yes, these next ten years will cer
tainly be interesting. Jn any case, no 
one can say, "the title business is not 
interesting". Tt is interesting because 
there is never a dull moment in this 
business. Thank you. 

President, Fidelity Abstract a11d Cuara11ty Company, Benton, Arkansas 

M r. Chairman, ladies and gentlemen. 
Jt is a pleasure to take the re

maining moments of this program to 
present the view point of the abstracter 
as to what might be in store for him 
ten years from now in 1980. One pre
diction I'll make first-the rest last
all the men will be ten years older. 
The ladies won't. And one more. Ab
stracters will be still trying to charge 
more per page and getting less on it. 
Abstracters know more about space 
than the Apollo astronauts . 

Let's look at our present situation, 
name a few trends and from that, make 
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a prediction of what might lie ahead 
for us. We abstracters are information 
storers and sellers. And there are gen
erally three steps involved. Information 
storage, information retrieval and re
production or other use of the in
formation which we sell. The informa
tion we are talking about pertains to 
matters that happen to land and mat
ters that happen to people. Both the 
land and the people are subdividing 
like amoebae and both seem to be get
ting more complicated to keep up with 
daily. 

There is no longer a simple property 

transaction, consummated with the re
cording of a single deed. Now there is 
a I iteral snow storm of papers at a real 
estate closing and the sale and trans
fer of a tract of land may terminate 
in the recording of a deed; a mort
gage; a power of attorney, or two; an 
amended restriction; the lifting of a re
striction or right of way; a building loan 
agreement; an agreement to execute 
partial releases upon partial payments; 
a couple of affidavits thrown in for 
good measure; and so on ad nauseum. 
and the whole thing re-recorded two or 
three times to correct typographical er-
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rors in the names of the parties and the 
description of the land. 

The population will increase consid
erably the next ten years and it isn't 
expected that the complexity of any 
aspect of modern life will diminish to 
any great extent. It is at this point 
that I leave out all my jokes about the 
population explosion. 

There is quite a lot of variety of 
real estate activity going on now, such 
as construction of apartments-high 
rise , garden and other types; mobile 
home subdivisions; modular housing is 
the coming thing; and retirement 
villages are carving up rural and un
derdeveloped areas at a very great 
rate. These activities will probably con
linue into the eighties and perhaps 
sometime in the next decade we may 
be able to see some old-fashioned sin
gle family residential construction again. 

There is a lot of activity in gen
eral. Forty million Americans move 
every year and we read about large 
corporations such as Shell Chemical 
relocating, moving their plants and 
people about the country. New highways 
are being built and more will be built, 
thus making vast quantities of real 
estate and people accessible to other 
vast quantities of real estate and people. 
Mass transit systems are going to pro
duce the same result. 

The foregoing indicates there will be 
plenty of transfers to keep up with on 

. the land. We also keep up with mat
ters of public record involving what 
happens to people. People don't change 
much , but their affairs are more involved 
and everybody has affa irs that find their 
way into the courthouse. We have more 
law suits. judgments and lien s, bank
ruptcies, probate, and the like to keep up 
with. If the IRS has reason to believe a 
person might travel through Arkansas in 
the next five to seven years, they will 
file a copy of any liens they have against 
that person in every county along the 
interstate highway. 

So all in all, there appears to be no 
shortage of matters and things the ab
stracter will have to keep up with , enter 
in his plant, and search through to get 
at whatever it is he wants to get at, 
which may be where the law of dimin
ishing returns sets in-an economic law 
long familiar to the abstracter. 

Speaking of diminishing returns, we 
recently read about the computerized 
supermarket in California going bank
rupt after only eleven days of business. 
They did so much business they went 
broke. The more grocery orders they 
took. the more money they lost. It's a 
familiar story. If you lose money on a 
unit , you can't make it up on volume. 
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Information storage is so much 
overhead and so is the retrieval part of 
it. Therefore, the abstracter must find 
ways to reduce his costs in this area 
and some of my predictions have to do 
with how he will do it. by turning to 
science. Science is resourceful. It can't 
get the windows open in a modern 
house, so it air conditions the house. 

The third item in the abstracter's 
little hobby shop is the matter of the 
reproduction or use of the material he 
has searched out. I understand that 
great companies have been diligently 
at work for years and years trying their 
very best to produce a good machine 
that will make pictures from microfilm. 
Such a machine would be calJed a 
reader-printer. The companies are sti11 
at work. Many abstracters have already 
scrapped the idea of reproducing any
thing and are issuing title insurance pol
icies only. 

We have predicted that there will be 
a substantial increase of recordings. 
We may predict that there will be some 
increase in orders for saleable material
that is , more business. We have pre
dicted that we will be ten years older. 
I should be at least one-third accurate 
at this point. Not only will you and 
I be ten years older but also some of 
the more senior abstract company own
ers or operators. And we have pointed 
out some apparent trends. 

Therefore, from the foregoing, I 
fancy some of the following in varying 
degrees will be taking place, or wilJ 
have taken place by 1980: 

1. Nothing. In some abstract of
fices not even the cobwebs will be 
changed in the next ten years. These 
companies will go into the 21st cen
tury the same way they came into 
the 20th century. Fairly successful 
and somewhat satisfied. You can't 
argue with that. No man with four 
acres ever wanted a new deal. 

2. Some abstract companies will cease 
to operate as such. Resisting all 
change and all progress, making no 
provision for succession , the sen
ior will pass on and the books 
will either become dormant or go 
to a local law firm or a title instir
ance company and the title busi
ness in that area takes on a differ
ent complexion. 

3. By 1980, startling breakthroughs 
will have occurred in the manu
facture of microfilm reader-print
ers that produce good pictures at a 
reasonable cost. It may be pre
dicted then that the photographic 
abstract will gain increasing popu
larity. 

4. Use of data processing equipment 
even in the smaller abstract office . 

People are still telling me that 
DP is not adaptable to the title 
business and somehow will never 
work. You can't really blame those 
who have made it work for letting 
you know about it. Nobody who 
ever caught a large fish ever went 
home through the alley. 

5. The larger companies are almost 
certainly going to have to convert 
to data processing and both the 
the small and the large companies 
will be renting computer time, if 
not the whole machine and compu
ter expense will become as any 
other utility cost. 

6. There will be increased use of joint 
title plant facilities. What better 
way to cut costs. Why should four 
or five title companies in the same 
county maintain separate records? 

7. Companies will be formed which 
will specialize in plant mainten
ance. Small abstract plants will be 
maintained on a regular basis by 
professionals many miles away. 

8. Title business expansion will cease 
to respect county lines. There will 
be companies operating in several 
counties from one centrally located 
computerized plant. Such a com
pany will not only search the title 
but its computers will calculate the 
settlement sheets, and perhaps 
draft the standard legal documents 
for use in a closing in a distant 
county seat. Such a closing would 
be conducted by the closing offi
cer in the central plant with the 
aid of a secretary in the distant 
county seat with papers and docu
ments transmitted instantly over 
telephone lines. C losed circuit tele
vision could be used to an advan
tage in such a transaction. 

9. The country once needed a good 
five cent cigar. Now it needs a 
good 6 per cent loan. And what 
I really need is a low priced ma
chine that will automatically draw 
out a long metes and bounds des
cription upon being fed the courses 
and distances and dimensions of 
the larger tract. T don't predict the 
cigar nor the loan. I do predict 
that such a drafting machine wilJ 
gain some usage in the next ten 
years. 

If T have missed a single one of the 
foregoing predictions, just meet me here 
in 1980 and l'll pay off all bets at that 
time. 

It has been often said that victory 
belongs to the swift and the strong. Per
haps in athletics, it does. But more and 
more in our business I think success 
will come to the imaginative and the 
innovative. Thank you . 
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ELECTION OF SECTION OFFICERS 
By proper nomination and second, the 

fol lowin g officers were unanimously 
elected to serve for 1970-71: 

Chairman-JAMES A. GRAY, Benton, 
Arkansas 

President, Fidelity Abstract and Guar
anty Company 

126 North Main Street, Benton, Ar
kansas 72015 

Vice Cha irm an-ELWOOD WEY
LANDT, Odessa, Texas 

President, Lawyers Title Agency of 
Odessa, Inc. 

102 Phillips Building, Odessa, Texas 
79760 

Secretary-BETTY LYNDE, Pueblo, 
Colorado 

President, Lawyers Title of Pueblo, 
Inc. 

519 North Santa Fe Avenue, Pueblo, 
Colorado 8 1002 

EXECUTIVE COMMITTEE 

W. S. ENGMAN, Duluth, Minnesota 
President, The Consolidated Abstract 

Company 

607 Lonsdale Building, 300 West Su
perior Street, 55802 

AMY FROHN, Lincoln, Nebraska 
Ray Froh n Company 
139 South 12th Street, 68508 

LESTER M. SMITH, Jefferson City, 
Missouri 

Secretary, Cole County Abstract, 
Realty & Insurance Co. 

306 Monroe Street, 65101 
D. H. STUFFLEBEAM, Blackfoot, 

Idaho 
President, The Bingham Title & Trust 

Co. 
156 West Judicial Street, 83221 

TITLE INSURANCE 
AND UNDERWRITERS SECTION 

Report of Section Chairman 

James 0. Hickman 

Chairman, Title Insurance and Underwriters Section 
Executive Vice President, Midwest Division 

Transamercia Title Insuran ce Company, Denver, Colorado 

I want to call this meeting to order to 
report to you the activities of the 

Title Insurance and Underwriters Sec
tion for the pas t year. T would like to 
!llake the report as brief as possible. 

It is my opinion that the program 
that has been provided certain ly reflects 
the activities of this Association during 
the past year and if we wi ll examine 
what has appeared on the program, I 
am sure that we will see 111any of the 
matters that a re now of the utmost con
cern to our industry. We have had the 
opportunity to have had our speakers 
this morning, our workshops a nd our 
speakers yesterday a nd further speakers 
tomorrow-all will be talking on cur
rent matters that are now facing us. 

I do feel that there are a few matters 
that I wou ld lik e to emphasize further . 
You have had reports, but certain ly they 
are a matter of concern to us and we 
all should be made cognizant of them 
and kept abreast of the events as they 
happen. 

I fee l probably the most important is 
the one concerning the Emergency 
Home Finance Act which will be arr iving 
at standa rdizing sett lement costs. We will 
hear further from Mr. Jensen on this pro
gram and on this facet, but by July, 1971, 
we must arr ive at a matter that HUD and 
VA will be work ing on and we must be 
able to support our position as relates 
to sett lement costs. This is a very, very 
vital matter. 

Another matter th at gives concern 
to me is the continued activity of our 
members in Congress and Senate to be 
examining and looki ng at the title in
sura nce industry. We have heard of 
Senator Proxmire's investigation. For-
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lunately, we bel ieve at this time this 
matter is sleeping, however, it could 
arise at any time. Another one that ha s 
come to the floor is Senator Hart of 
Michigan. He has stated th at he would 
li ke to make examination also of sett le
ment costs in the title insurance industry. 
The conducting of the proposed hearings 
and research so far has been done pri
mari ly by his staff. It was Mr. Sharp of 
Senator H art's staff, th at al a meeting 
of casualty underwriters on April 3rd, 
1969, made the statement : 

"Preliminary studies indicate th at the 
American home buyer is being over
charged fifty million doll ars for title in
surance annually." 

We feel, certa inl y, that this is an in
accurate statement and we have asked 
for su pporting documents to this and so 
far have not received any. 

Another 111atler that we have been 
vitally concerned with are legislative 
matters. Your com111ittee and your as
sociation has had a com 111i ttee composed 
of Bruce Jones of Secu ri ty Tit le Jnsur
ance Company, Los Angeles, Marvin 
Bowling of Lawyers Title Insurance, 
Richmond, and Robert Haines of Chi
cago Title. They have been work ing 
with the lnterstate Land Sale Registra
tion to adopt changes on a proposed 
amendment to the Act which would 
affect improvements. This is so111eth ing 
that we feel we must work on. 

We are all cognizant of the effect 
truth-in-lending has had on our industry 
and the indefiniteness of so111e of its 
rules and regulations. The Standard T itle 
Insurance For111s Co111mittee has re
ques ted th at there be clar ification of 
some of the rules as relates to three of 

the tech nical points with in the provi
sions of this Act. We are working on 
thi s, we have not yet clarified it, but 
we do hope to make further clarifica
tions in the Truth-in-Lending Act. 

Mr. G arber reported this morning on 
the ALTA-ABA Conference, another 
very vital matter that we all must be 
kept abreast of. 

We have not had a report to the 
General Session at thi time on the met
ric stud y, however your association has 
been worki ng o n th is matter. You are 
aware at the mid-winter meeting we 
passed a resolution that the ALTA 
wou ld cooperate with the National Bu
reau of Standards in the study of the 
metrification. However, we did not see 
the need of conversion to the metric 
system as related to the land tra nsfers. 

At a very recent meeting, with in the 
last week, your president, Tom Holstein 
presented a paper to the Study Com
mittee that is studying rnetrification. 
Th is is a matte r which may be com in g 
before us in the next year or two. 

As we look at o rganizations th at are 
studying ou r industry, there is one fur
ther one a nd this is a com111ittee th at 
has been composed to adopt a uniform 
Land Transactions Act. This committee 
is financed by the various state legisl a
tures that have appointed committees. 
The endeavor of this commi ttee is com
mendable certainly in that they want to 
make the transferrin g of property with 
ease. 

A lso, in the committee it has been 
reported again th at closing costs are too 
high, the title of evidence and title in
surance, abstracti ng shou ld be examined. 
It has even been proposed that the 
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United States adopt a system similar to 
the Torren System, which would be that 
the evidencing of titles would be done 
by political bodies rather than private 
industry. Bob Kratovil is on this com
mittee, and we will be keeping you 
aware of it as it does develop. hoping 
that you can lend us your efforts in 
working with the various committee 
people. 

I think that what it really points out 
to me is that in this very, very changing 
times it behooves all of us to become 
aware of the developments within the 
national industry. Certainly the staff in 
Washington is doing an excellent job. 
We endeavor to keep you apprised of 
it in Capital Comment, but T think 

that where we perhaps fall short, is 
that we do not have enough feedback 
from the members of our industry out 
in the field. so to speak. It would be 
most helpful to us if we could be made 
aware of your personal contacts with 
representatives on these various com
mittees, for your own personal knowl
edge, and in order to work with Sena
tors and Congressmen in Washington. 

As a charge to the industry, I feel 
that we must be made cognizant of gov
ernment. we must take part and that 
we should know our Senators and Con
gressmen-in that when matters such as 
this come before us, we have friends 
we can at least explain our sides of the 

issue for them. 
Before l conclude I would like to 

thank the members of the Title Insur
ance Committee that have assisted me 
during the past year: Mr. Joseph Smith 
of Richmond. Virginia, now Boise, Ida
ho: Roy Hill of Casper, Wyoming; Walter 
Sprouls of Newark, New Jersey: Joseph 
Watson of Baltimore, Maryland: James 
McKillop of Winter Haven, Florida and 
Ernest Billman of Los Angeles, Califor
nia. These gentlemen have indicated and 
have always been very, very helpful on 
any suggestions. ideas or work that has 
been assigned. T appreciate the cooper
ation that these gentlemen have given 
to me during the past year. 

Report of Research Committee 
John E. Jensen 

Chairman, Research Committee 
Senior Vice President, Chicago Title and Trust Co1111x111y, 

Chicago, Illinois 

Before reporting the activities of the 
committee, I would like to take just 

a moment to express my deep and sin
cere appreciation to three separate 
groups who were vital in all of the work 
that has been done this year by my 
committee. 

First, of course, is the Washington 
·staff and the research operation headed 

by Mike Goodin in Washington. You 
have no idea the amount of material 
Mike has thumbed through and tussled 
with in trying to prepare the informa
tion we have been able to gather for 
the association. 

Secondly, of course. are the other 
members of my committee-all of whom 
have shown a willingness to cooperate, 
shown great creative and original think
ing. have come to meetings at short 
notice, although I was very careful not 
to call any breakfast meetings at this 
convention. Jn spite of that, tbey 
have been most helpful. 

Finally, and perhaps most important, 
and this I must stress-none of the ma
terial that we have been able to gather 
in the past or the material we hope to 
gather in the future would have had 
any meaning whatsoever unless we had 
the whole-hearted cooperation of most 
of the members of this association and 
particularly most of the members of this 
section. Any research projects that we 
undertake or have undertaken or will 
undertake depend totally upon your 
cooperation. We have received your co
operation in the past. we hope we will 
continue to receive it in the future. 

The first project I would like to report 
on is the second annual study of the 
NAJC Form 9, prepared by most of the 
underwriters in our industry. This proj
ect began by covering the reporting 
year of 1968 and we have completed 
our study for the reporting year of 1969. 

T am delighted to say that as in 1968, 
eighty-six per cent of the companies be
longing to the underwriters of this as-
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sociation did assist us in the study. Al
though T am delighted with eighty-six 
per cent participation. of course, we 
are pushing for a hundred per cent. We 
did change the format of the inquiry 
this year, we are using just a form that 
can be filled out. For those of you who 
have problems in giving us a complete 
copy of your Form 9, or have reluc
tance to do so for whatever reason. if 
you could just give us the information 
contained in the questionnaire you will 
receive after the first of the year
sometime in March-it would be most 
appreciated. 

Again, the more participation we 
have. the more accurate the figures we 
report will be. We recognize in any re
ports having to do with Form 9 that 
the data contained therein is fraught 
with inconsistencies that regardless of 
the fact we are all filling out the same 
printed form, we all fill it out in a dif
ferent fashion, we all interpret it some
what differently. 

At the same time. we think that some 
general conclusions can be drawn such 
as: 

Tn 1969, I was surprised and some
what pleased to find that the operating 
income and operating expenses of the 
reporting companies turned out to be 
within one half of one per cent of the 
operating income and of the operating 
expenses of the companies in 1968. If 
J had been asked to guess before the 
data came in, l would have thought that 
income would have been down and ex
pense would have been up. 

We were also surprised and pleased 
to find that the losses and loss adjust
ment expenses as reported in the Form 
9 were down almost seven per cent 
from 1968. We recognize again the in
adequacies of the reporting~ and yet it 
does give some indication as to what 
their loss experience has been over a 
short two-year period. 

Unfortunately as a result, even in spite 

of. the decline in losses, the operating 
profit margin for all of the companies 
participating in the survey, remained un
changed from the profit margin in 1968. 
We still talk in terms of a pre-tax operat
ing profit margin for the title industry of 
approximately thirteen per cent. 

I am talking about things that took 
place a long time ago in 1968. We have 
all been suffering through 1970 and 
lost a little bit of interest in 1969. 

Another of the continuing projects of 
the Research Committee has been a 
quarterly sample of title insurance un
derwriters as to what is going on now 
and what do we think is going to hap
pen for the rest of this year. The last 
sampling that has been completed and 
published took place in mid-year 1970. 
There will be another sample taken this 
month. Those of you who have partici
pated in the sampling before. we will ask 
you to participate again. We have ar
ranged to release the results much faster 
than we have been able to do here-to
fore, so we think the results will be a 
little more helpful than they have been. 

Jn any event. 1969 was the same as 
1968 by and large. 1970, at the end of 
the first half, gross operating revenue of 
the companies sampled was down eight 
per cent, expenses up three per cent. 
This should not come as much of a 
surprise-the numbers may be new. but 
T think most of us had a sort of intuitive 
feeling that something like this was 
wrong and happening in 1970. 

When asked to make a forecast as 
to how the rest of the year would turn 
out-on the whole. the companies felt 
that 1970's growth was going to be 
down about three per cent compared to 
1969. Tf at mid-year, growth was down 
eight per cent and for the year every
body thought gross was going to be 
down three per cent. even someone 
with a limited mathematical education 
such as myself can conclude that ev
erybody anticipated a better second 
half than a first half. I think that some 
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of the conversations we have heard here 
in New York in various hospitality 
suites would indicate that there is at least 
some indication that as far as the title 
insurance underwriters are concerned 
things have picked up some in the sec~ 
ond half. We are looking for a contin
uing pick up on the last quarter, we 
think that these conclusions will be borne 
out when we complete the third quar
ter survey. 

We think that this survey is useful 
not only in providing those of us here 
in the room with some feel nation-wide 
as to what is going on in our industry, 
but I would like to point out that the 
results of this survey are released to the 
press as soon as they are available. We 
have gotten some very good publicity 
in the papers in substantial national or 
large metropolitan dailies from coast to 
coast at no cost. This is almost free 
adverti ing for our industry and we look 
forward to continuing this study in the 
future. 

We have completed the first claims 
study for our industry and again, T re
port this one with mixed emotions. We 
are extremely pleased with the number 
of companies that participated in this 
first survey covering claims on a format 
prepared by the Association's Claims 
Committee last year. We received forty
three out of the ninety-five underwriters 
who responded giving us the results for 
1969. One hundred and nine abstractors 
or abstractor agents out of almost two 
thousand responded for 1969. 

This sounds like we didn't have very 
many respondents and I guess that ab
solutely we didn't. However, many, 
many companies who did not give us 
information and could not give us infor
mation indicated that they did not only 
because their systems were not set up 
to report in the format requested by 
the Claims Committee. Many of them, 
indicated that they would participate in 
the survey for 1970 because during the 
year 1970 they changed their claims 
record keeping systems. 

We are pleased that as many re
sponded as did. however, because of the 
extremely limited response, we have 
concluded that there a re not very many 
hard facts that you can pull out of this 
first survey. We have had to discard a 
lot of the information , even from those 
companies that did come in because we 
didn't feel it was a representative group 
of the industry, either underwriters or 
abstractors and that any conclusion we 
drew from the material or conclusions 
we could have drawn from the material 
would have been misleading. 

However, I drew some conclllsions 
anyway and some of these are rather 
obvious and some of them came at lea t 
to me as a surprise. For example, even 
with this limited sampling of underwrit
ers, I am speaking now only of the un
derwriters material. I was surprised to 
find that seventeen and a half per cent 
of the dol lar losses paid by the under
writer wa a result of what were clas
sified as basic risks-this is the fourth 
forgery category. I would never thought 
it would have been that high. Jn fact, 
only ten per cent of the actual number 

56 

of claims were in this category, but 
seventeen and a half per cent of the 
losses paid were in the category of 
fraud, forgery and so forth . 

Tt came as no surprise to anyone that 
although only four per cent of the num
ber of claims were in the mechanic's 
lien area, sixteen per cent of the losses 
paid had to do with mechanic's lien 
claims. Twenty-five per cent of the 
losses paid were involving mis-taxes and 
special assessments, I think that came 
as no surprise to anyone. 

An area of great interest to my 
committee and one we hope to explore 
further is in the area of closing proce
dures and losses resulting from closing 
procedures. This inadequate and small 
sample did indicate that eleven and a 
half per cent of the dollars paid and 
almost twenty-five per cent of the num
ber of claims experienced by the under
writers had to do with some facet of 
the closing procedure. 

We think that over a period of time, 
this study of claims and losses for our 
industry will provide invaluable infor
mation for all of us that we will all be 
able to use. We think we will be able 
to give you much more detailed infor
mation as to what is happening in our 
industry in this area of underwriting. 
where the losses arc taking place, so 
that you can use this information in 
your own operations to improve your 
underwriting practices and your deci
sion-making process in the area of 
claims. 

And, now to turn to closing costs. 
This is a subject that came up well 
over a year ago through Senator Prox
mire. As is clear to almost everyone in 
the room. it has come up again with a 
vengeance. T will not go through the 
details as to how Congresswoman Sulli
van and others managed to keep those 
paragraphs in the Emergency Housing 
Finance Act having to do with the study 
of closing costs, but she did and they 
did and its there. 

Secretary Gulledge in his speech to us 
yesterday touched on this subject. 

To give you a little bit more informa
tion as to what FHA and VA are, in 
fact doing, they are using the following 
procedure, according to their Washing
ton staff. 

During the month of November, 
1970, the FHA and VA will collect 
from all of their regional offices a copy 
of all FHA and VA settlement sheets. 
These will all be sent to Washington 
and by some mysterious process, that 
we are not yet aware of. they will take 
the data appearing on these settlement 
sheets and will put it on a computer 
and then they wil l manipulate and 
analyze that data. As Secretary Gulledge 
indicated yesterday, they are charged by 
Congress to report the results of their 
study by July, 1971. 

Your Association, through the aid 
primarily of your Washington staff and 
the Research Committee are well aware 
of the activities of FHA, VA and Sen
ator Hart. Through the urging both of 
the Executive Committee. a little bit 
on our own motion and Tom Jackson, 
the Association's general counsel, we 

are attempting to begin a project which 
will as ist our Association in taking 
positive action concerning the question 
of sett lement costs. Tt seems to us that 
there are four or five problems that we 
face in this area. 

First of all what are settlement costs? 
What items constitute closing costs or 
settlement costs? 

Secondly, we have to be prepared to 
discuss rationally and cooperatively 
with the FHA and VA in their study 
so that somewhere our work has to be 
at least someways consistent with what 
the FHA and VA are doing. 

Thirdly, our overall objective is to. 
show that title evidence charges, be they 
title insurance. abstracting or whatever, 
connected with the activities of title in
surance companies and title agent and. 
abstractors are a relatively small por
tion of closing costs and in addition 
are an infinitesimal portion of the en
tire cost of the transaction-that is the 
relationship of our title charges say to 
the amount of a mortgage being taken 
out on a residential transaction. 

These basically are our objectives in 
making a closing cost study. One final 
objective T shou ld add. and we don't 
know whether we can achieve this, is to 
show that the relationship of title 
charges in the closing cost picture to
day is not significantly different inso
far as the percentage of charges in 1965 
when the study was made for the 
HHFA. Jn that study, of which there is 
now one copy in the Washington staff 
and several copies floating around my. 
committee and other -it is now out of 
print in the government offices-it was 
apparent that there are problems in 
closing costs and those problems are 
not related to the title insurance indus
try or the title evidencing industry in 
any way. 

How are we going to go about trying 
to meet these problems? We are basical
ly proposing a three-step approach. 

Fir t of all. we have already gath
ered enough information as the result 
of preliminary studies made a year ago 
to prepare nothing more than a simple 
list of those items that appear on a clos
ing or settlement statement. I have not 
made a count of the items, but I gather. 
that it is somewhere between a hundred 
and a hundred and fifty different specific 
charges that can appear on a clos
ing statement. This depends on what 
part of the country you are in. T don't 
think T have ever seen one settlement 
sheet with a hundred and fifty charges, 
but there are a hundred and fifty differ
ent names for things that appear on 
closing sheets in the United States . 

The FHA and VA are going to have 
a lot of fun trying to put this on a 
computer. They are going to prepare 
this list and indicate which few of those 
charges-a half a dozen or so-are 
connected with the title evidencing in
dustry. 

Number two. We have chosen three 
major metropolitan areas in the United 
States: Chicago, Detroit, and Philadel
phia. During tbe month of November, 
1970, an underwriter in each of those 
cities will collect all of the FHA and 
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VA settlements that that company han
dles. They will extract selected data 
from the settlement sheets and forward 
it to the Washington staff. 

The reason for this approach is fair
ly obvious I think-this immediately 
gives us something to talk to FHA/VA 
about. We are talking about the same 
period. We are talking about the same 
kinds of loans. We can draw our con
clusions from our statistics and we can 
at least argue rationally or discuss ra
tionally with the FHA and VA con
cerning whatever statistics they come up 
with. 

Step number three is we have se
lected twenty-three metropolitan areas 
scattered throughout the United States. 
These were selected on a number of 
criteria. not the least of which was to 
determine communities where you cover 
the entire gamut of ways of handling 
settlements. Areas where the seller pays 
all of the title charges or areas where 
the buyer pays all of the title charges, 
for example. 

We have picked twenty-three such 
communities. During the month of 
November, we will conduct a limited 
sampling of residential closings in those 
communities. We are not going to try 
and get every settlement that we can 
get our hands on, it would just be too 
massive a job and we don't have a com
puter at our beck and call. We are go
ing to sample these twenty-three com
munities, we will not limit our sample 
to FHA and VA, but we will include 
i:;onventional loans as well, although 

this will be limited to residential pro
perties. 

We think that with these three steps 
we will at least have begun to gather 
sufficient data so that we can build our 
own case, which we are convinced is a 
good one. There may be problems with 
closing costs-we don't think the prob
lems have to do with the title industry. 

I was fascinated by the example used 
yesterday by the secretary in his re
marks concerning closing costs. He re
ferred to a study which took place a 
little while ago and referred to closing 
costs in San Antonio and Baltimore. 
I don't know where he got his Baltimore 
figures. I do know where he got his 
San Antonio figure because it comes 
out of the HHFHA study, which I hap
pen to have in my briefcase. After he 
spoke, I went up and checked and he 
was right. Closing costs ran at 1.07 per 
cent of the amount of the mortgage in 
this study. This is a good study done 
scientifically. 

I went through that 1.07 per cent 
last night between libations and deter
mined how much of that per cent had 
to do with title related charges. Less 
than one fourth of the closing costs in 
San Antonio during this study were title 
related charges . That means that the 
title company or the title charges in
volved in the government sponsored 
study were less than one fourth of one 
per cent of the average amount of the 
mortgages issued as a part of the 
study. 

It would be very hard for me to see 

how the staff of Senator Proxmire or 
Senator Proxmire or the staff of Senator 
Hart or Senator Hart could really make 
much of a case in saying that we are 
gouging the public when less than one 
fourth of one per cent of the amount of 
the mortgage was involved in providing 
the evidence of good title. 

This is the type of information they 
have. What Gulledge was talking about 
yesterday was from a study that is at 
least five years old and from data that 
may be eight or nine years old. What 
we hope to prove among other things 
with our study that will go on next 
month is that the numbers will have 
changed obviously. Interest rates are 
higher today than they were in 1962 to 
1965, but we would hope that the pro
portions have not changed significantly. 
It would be a very lovely thing for our 
industry if we could show that the re
lation of title charges today to the en
tire closing costs of the picture or the 
amount of a mortgage is not that much 
different from what it was back in 1965 
when this study was made. If that is so, 
T think we have come a long way to
wards getting the monkey off our 
back and putting it where it belongs. 

lt is not my premise to say where it 
belongs although I do have an idea or 
two in this area, but it doesn't belong 
on the title industry and I think our 
committee can help, with your coopera
tion, I think we can help show that it 
doesn't belong on the title industry. 

Thank you. 

Report of Committee to Establish Liaison with NAIC 
J. Mack Tarpley 

Chairman , Committee to Establish Liaison 11•itl1 NAIC 
Vice President, Chicago Title lus11rance Company, Chicago, Illinois 

T o discuss the NATC Code and its 
history and progress to date in the 

time allotted to me, I must make the 
assumption, whether warranted or not, 
that you are familiar with the ALT A 
Model Code which was approved by 
this association on March 12th, 1964. 

As you may be aware, the ALTA 
Code was drafted as an act or an ar
ticle largely self-containing, requmng 
minimal reference to other sections or 
parts of the insurance code of any state 
which would choose to utilize it. The 
NAJC Code is not so drafted but re
quires reference to existing insurance 
code provisions for such matters as de
posit requirements, capital impairment 
provisions and investment requirements 
-except for providing for the invest
ment and title plants to be considered 
an asset at their value thereof, for li
censing of agents and for regulations 
of rates and forms. 

Utilizing the format of the NAIC 
Code, such matters as qualification re
quirements, mergers, consolidations and 
acquisitions procedures, rebates and ex
amination of company would be gov
erned by the existing insurance code. 

TITLE NEWS 

The NAIC Code contains definitions of 
the same terms as defined by the ALTA 
Code and whi le the definitions are not 
identical, the wording is substantially the 
same. I shal l not attempt to enumerate 
all the terms defined , but so that you 
may better understand comments made 
by certain conditions of insurance on 
the floor of the NATC Convention held 
at Cleveland, Ohio, in June this year, 
J should like to call your attent ion to the 
fact that the following terms are defined: 
premium, fee, net retained liability and 
single insurance risk. 

The definition of premium limits, or 
perhaps I should say attempts to limit 
th::it term to the charge made by the 
title insurance company for the assump
tion of the risk created by the issuance 
of the policy. 

The term fee is defined as the total 
charge made for the issuance of the 
policy. including premium as defined as 
well as search and examination charge. 

The last draft of the NAJC Code 
which was made available to your com
mittee contained in the definition of 
premium the phrase, "but excluding serv
ice charge, if any." Your committee ob-

jected to the use of the phrase and was 
particularly mindful of the red flag affect 
of the words service charge. The commit
tee's th in king will be readily apparent to 
those of you who are concerned with 
the premium tax problems of your com
pany and have examined the statutes 
and the regulations thereof providing for 
the taxation of the insurance company. 

Unfortunately, and without our 
knowledge at the last moment, the 
NAJC drafting committee changed the 
phrase to read, "but excluding fees if 
any." Thus, the effect was that in a def
inition of a term you exclude a broader 
defining term which includes the term 
that you are attempting to define. While 
this is a little amusing and somewhat 
frustrating, I doubt that it had anything 
to do with the comments and objections 
of certain insurance commissioners which 
I will discuss later. 

The definition of the term "single in
surance risk and net retained liability" 
contained in the NATC Code are iden
tical to those contained in the ALTA. 
The NATC Code contains the provision 
requiring that a title insurer be a stock 
corporation and also a single line pro-
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v1s1on. The NAIC Code contains a pro
vision requiring the title insurer to cre
ate and add to an unearned premium 
reserve following the provisions of the 
ALTA Code with the take-down provi
sions identical to those in the ALTA 
Code. 

You will recall that the AL TA Code 
provision is based upon a policy and 
liability count of one dollar per policy, 
plus fifteen cents per thousand dollars 
on the face amount of li abi lity thereof. 

While I have indicated to you that 
the NAIC Code does contain a provi
sion that rate regulation shall be gov
erned by the existing provisions of the 
insurance code, it does contain a section 
requiring the filing of schedu les of fees 
with a provision that such filing shall 
set forth the portion of the fee which 
is designated as therein defined. 

My comments to this point are in
tended to set the stage for a resume 
of the progress or lack thereof of the 
NAIC Code to date. Without attempt
ing to detail the inner workings of the 
NAIC and its maze of committees, 
sub-com mittees, drafting committees, 
task forces, open sessions, executive ses
sions and other facets peculiar to any 
trade or professional assoc iation. 

An effort which began at the time 
of the last mid-winter meeting of the 
AL TA in Chicago, resulted in a draft 
of the NAIC Model Title Insurance 
Code reaching the agenda of the Prop
erty Casualty and Surety Committee of 
the NATC at the meeting of that as
sociation in June, 1970. At that time, 
the progress of the draft came to a 
screechi ng halt. One commissioner, who, 
sha ll we say, was not sympathetic, read 
a paper of comments and criticisms. I 
shall not quote him but attempt to 
summarize his statements, adding my 
own comments to you, my comments 
were not made to him. 

Commissioner: The bill seems to be 
making a concerted effort to define 
premium as something less than the en
tire amou nt paid by the policyholder. 
These definitions of premium and fee 
will cause conflicts and uncertainties in 
administering premium tax laws of the 
several states as they are presently 
being applied. 

Tarpley: T have no comment, as T am 
sure that the import of these remarks 

a re readily apparent to all of us. 
Commi ssione r : In the premium as so 

defined , what effect would it have on 
the extent and treatment of the un
earned premium reserves specified by 
the code as compared to present prac
tices? 

Tarpley: If a policy and liability 
count is used for determining the pro
visions of the reserve, the definition of 
the term premium is of no consequence. 
I make no attempt to compare the ex
tent of the reserve required by the 
NAIC Code with the extent of like re
serves now required by the severa l states. 

Commissioner: Sugge ts that a title 
insurer could perhaps function safely 
and satisfactorily as a sound non-ac
cessible mutual organization. Further 
suggests that subject to adequate regu
latory requirements, tit 1 e insurance 
could be transacted along with other 
kinds of insurance. 

Tarpley: Work a little bit fellows, 
you can form your own comments as 
well as I could on these remarks. 

Commissioner: The NAIC Code pro
vides income from the investment of 
unearned premium reserves shall be 
the unrestricted property of the company. 
Considering the public and regulatory 
sentiments on this subject, I , the commis
sioner, recommend th at this provision be 
deleted from the code. 

Tarpley: All of you are aware or 
should be aware of the growing pres
sure from regulatory authorities to have 
investment income, particularly that 
earned on unearned premiums and toss 
reserves considered as an element of 
rate making . 

Commissioner: Suggest the NAIC 
call on the states to provide their re
quirements for a formula, a provision 
and release of unearned premium re
serve preliminary to any Model Title 
Insurance Code. 

Tarpley : I have no comment as to 
that except that I sincerely believe and 
as a great many of you know, I fought 
for the fact that the provision to any 
unearned premium reserve should be 
based on liabi lity count and not on a 
premium percentage. 

Commissioner: With respect to maxi
mum single risk limit the NAIC should 
consider the fifty per cent of capital 

surplus on earned premium reserve and 
voluntary reserve including the value of 
the title plant. 

Tarpley: Now to refresh your memory 
a little bit, the maximum risk that any 
title insurance company can retain is 
fifty per cent of the combined total 
of capital surplus, unearned premium 
reserve and voluntary reserve except 
that the commissioner missed the point 
a little bit. The statute specifically ex
cludes from this computation the value 
of the title pl ant. 

Gentlemen, I need make no other 
comment to you because those of you 
who do business in states like Kansa.s 
and New Mexico and remember the 
former problem we had in North Caro
lin a and Wisconsin, are perfectly aware 
of what can happen to you with a 
severe risk limitation statute. 

Commissioner: Suggests that NAIC 
carefully examine whether or not the 
fa ir value of a title plant should be an 
admissable asset. 

Tarpley : T realize that a ll of you are 
now busy. mentally deducting the value 
of your title plants from your balance 
sheet. 

At that point another commissioner 
arose to speak to the point of premium 
taxes, indicating that it was his inten
tio n to tax on the basis of the total 
amount pa id by the insured for his 
contract of insurance regardless of who 
performed a nd rece ived payment and re
tained the payment for such services as 
abstracting and or searching, examina
tion and the like. He further indicated· 
th at he intended to accomplish this by 
litigation or by legislation. 

Then we had a brief statement by a 
consumer of title insurance who h ad de-· 
veloped as a result of a later private 
discussion which your committee had 
with him that he had been abused by a 
profession other than the title insurance 
profession. 

At that point the Property, Casualty 
and Surety Committee went into Execu
tive Session. For those of you who have 
never attended a meeting of the NAlC 
Executive Session means all members 
of indust ry leave the room. 

I later learned that the proposition of 
an NATC Code would probably be re
ferred to a task force. 

How Do You Advertise An Intangible 1 A Case History 
Malcolm Gurbarg 

Vice President and Associate Creative Director 
Ketchum, MacLeod & Grove, Inc:., New York , New York 

T ike most big international advertising 
L agencies, Ketchum, MacLeod and 
Grove creates advertising to se ll a wide 
variety of products. Over the past forty
seven years we have created advertising 
for a wide variety of intangibles as well 
-banking services, tourism, life insur
ance and transportation. 

Each of these has an interesting story, 
a problem that advertising set out to 
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solve, how we created that solution and 
the results. Most recently we were given 
a unique problem by a unique client for 
which we had to create a unique solu
tion. This is the case history I am 
going to talk to you about this afternoon 
because it contains a ll of the elements 
of an advertising case history and yet 
these elements may be interesting to 
you even though you aren't in the ad
vertising business itse lf. 

Moreover, what we were charged 
with selling was an intangible that is 
perhaps even more misunderstood than 
title insurance. 

First, let us look at the background 
of our client. Like AL TA, it is an as
sociation headquartered in Washington 
with a unique purpose. But, suppose I 
leave you to match the simil ar ities as 
I go on. 
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Our case history begins with Ameri
can history. In April, I 968, the shock
wave of looting, a rson and outrage that 
swept the nation's black ghettos after 
Martin Luther King's murder exceeded 
anything in the American experience, 
reported Time Maga zi11e. In a single 
week, one hundred and sixty-eight towns 
and cities had experienced the agony of 
destruction. Over five thousand fires, 
nearly two thousand homes and shops 
wrecked or ransacked. Twenty-four 
thousand arrests, forty-three dead. 

This was the background, lad ies and 
gentlemen, against which we launched 
the first advertising campaign for the 
National Urban Coalition a few months 
later. Just a year before, after Newark 
and Detroit blew up, more than a thou
sand concerned American leaders gath
ered together in Washington. Leaders in 
industry, unions , religious groups and 
every minority group. They gathered 
together to form the Urban Coalition 
under the leadership of John Gardner. 

Ketchum, MacLeod and Grove had 
the singular honor to be appointed by 
the Advertising Council as the first 
volunteer agency for the Coalition, an 
appointment we have now held for 
three years. Let us look back at some 
of the public service advertising that 
ran in the spring of 1968 after Dr. 
King's assassination. Advertising that is 
done by our agency and other volunteer 
advertising agencies directed to people 
in the ghetto and to people outside. 

To borrow one advertising phrase. 
rhese are "slice of life" advertising com
mercials, but they are ghetto slice of 
life. To quote Tony Isidore of Young 
and Rubicam who produced the "Give 
-a Damn" campaign for the New York 
Chapter of the Urban Coalition: "These 
commercials tried to make the word 
ghetto mean something more to people 
than riot. it tried to force them to think 
of the real problems there." 

These commercials were designed to 
dramatize various aspects of the urban 
crisis. Our agency produced two of 
them, the spots for Urban America 
which is now a part of the National 
Urban Coalition. 

That was the approach just a few 
years ago-Tell it Like It Is-Get Peo
ple Involved , Wake 'Em Up. But by la t 
year, public mood had shifted. People 
were beginning to get plain bored with 
all the talk about the crises in our cit
ies. Sure, some were frightened, but a 
lot just hoped it would somehow blow 
all over. And, when the Jaw and order 
talk started, lots of people latched on 
to that and instead of getting involved, 
they actually began to withdraw. 

Our problem then in creating a new 
advertising campa ign this year for the 
National Urban Coa lition was to do 

·something to meet the changing temper 
of the public mood-our marketplace, 
you might say. The solution we came 
up with was a massive testimonial to 

• the objectives of the Coalition and at 
the same time a simple plea for racial 
harmony. It was designed moreover to 
generate as much publicity as possible 
to give the testimony and this plea the 
maximum exposure in the press as well 
as on the air. 

TITLE NEWS 

The idea was the brain-child of a 
creative team in our New York office. 
the same team that created the "Here; 
Kitty" commercial you just saw. Tt was 
a simple idea , get a Jot 'Of well known 
people together, people of all races 
standing side by side to demonstrate how 
they felt about racial harmony. But you 
can't just have people stand there, they 
have to do someth in g, so we decided 
to have them sing. 

We recalled the moving moment at 
the Bobby Kennedy funeral, when ev
eryone broke into "The Battle Hymn of 
the Republic" and the group determi
nation that is always obvious whenever 
people sing "We Shall Overcome". But 
for this spot , we wanted to say, in ef
fect , that we here today ha\"e overcome. 
so we picked the rock anthem from 
"Hair", "Let the Sun Shine Jn" and we 
added a slogan "Love-it comes in all 
colors." And that was the idea . 

As most of you know, getting an 
idea often proves easier than getting an 
idea approved. Since we were a volun
teer agency working through an associ
ation, The Advertising Council for an
other association, the National Urban 
Coalition, there were some seventy-five 
different people who had to approve 
the idea. Any of you who might have 
been a party to an agency presentation 
to a client will recognize the sheer fan
tasy of what 1 am going to report, be
cause in twelve different presentations 
to these seventy-five people. there was 
not one single dissent, not one objec
tion , not one cynic saying, " I don't 
think it can be done." ln fact, we never 
said it could be done, as incredible as 
that may seem. We merely said it was 
not quite impossible. 

For those of you who are not in our 
business (and I think that is most of 
you) I'd like to emphasize that public 
service advertising is different from 
commercial advertising. You prepare the 
advertising whether it is for the Cancer 
Society, the Advertising Council or Ar
thritis Association or anything else. and 
then you supply it to the media-net
works, radio stations, television stations, 
magazines, transit companies, etc. 

They then select from these many 
campaigns what they wa nt to show, 
bearing in mind the intense emotional 
reaction to various kinds of projects 
such as this. One of our problems was 
getting the director of a given television 
station, or more particularly a network, 
to select our commercial against one 
for Smokey, the Bear or one for the 
Cancer Society or one for any number 
of forty-two different campaigns that 
the Advertising Council alone sponsors 
as wel I as others. 

Naturally the idea of having well 
known personalities with some "enter
tainment value" in the message was of 
prime importance in getting exposure. 

The idea was born and the idea was 
approved, now the only problem was 
in executing it, and that was a bit of a 
problem. How do you get over a hun
dred statesmen and educators and busi
ness leaders and high priced enter
tainers to appear together at one time 
and in one place and to contribute their 

time free, and whom should you in
vite? We had to make sure that all colors 
were represented, white Americans, black 
America ns, Mexican Americans, Oriental 
Americans. Puerto Rican Americans and 
American Indians. What were the odds 
on acceptances? 

On November 11, we mailed about 
four hundred invitations. We had pre
cisely three and a half weeks until our 
filming on December 7th. I can tell you 
that there were an awful lot of nervous 
stomachs at Ketchum, MaeLeod and 
Grove and the Ad Council and the Ur
ban Coalition for those twenty-five 
days, because unlike making most tele
vision commercials, we knew in this 
ca e that we had just one chance to 
shoot it-a few hours and that was that. 
The risks for fai lure were enormous. 

Jn those three and a half weeks we 
mounted an intensive telephone cam
paign to try to persuade people to 
come. I should point out that the most 
difficult and certainly the most time
consuming part of all this was getting 
people, especially celebrities and their 
agents to understand just what we were 
talking about. 

Ordinarily if you want "Miss Super
star" to appear in a television commer
cial, her agent understands that and if 
she is willing and available, he quotes 
a price and you buy it or you don't. 
But an agent is puzzled when you ask 
him to take his valuable time to per
suade "Miss Superstar" to do something 
for nothing, for which he gets nothing. 
It is not only a "free-be", but she has 
to take a week-end off to fly to New 
York to appear in a single commercial 
in which she is just one of a hundred 
faces and without a credit yet, that takes 
some doing. 

As part of this telephone marathon, I 
was sent to Los Angeles, where we had 
a chartered jet ready to leave on Satur
day afternoon and return from New 
York Sunday evening after the filming. 
For three solid days T was holed up in 
a hotel room on the phone, starting at 
six in the morning with calls back East 
to late at night-I was on the phone 
non-stop. ta lking, explaining. reporting 
back to Washington. 

Everybody who knows me knows I 
have telephonitis and use the phone 
constantly, but this was a record even 
for me. The telephone operators at the 
hotel said they had never had a guest 
in their history that ever made and re
ceived as many calls. 

Once we were able to get the idea 
across to people we had invited, most 
of them were eager to join in and help. 
Of course, most had previous commit
ments. They would be available if we 
could film the following Tuesday or 
later that week in Los Angeles or per
haps next month and so on. This was a 
critical problem in executing the idea
that all of these busy, over-committed 
people had to be in one place, at one 
time to make a commercial together. If 
we could have filmed in several differ
ent places at different times we could 
have had many hundreds of celebrities 
with no trouble at all. 

Our jet left Los Angeles on schedule 
with a full complimen t. From Holly-
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wood, the contingent including Carl 
Reiner, Ray Charles, James Shigeta 
and others. Half a dozen stars from 
"Mission Impossible" and "Bonanza." 
From the Mexican-American commun
ity, a dozen militant Chicano leaders. 
It was quite a passenger list. 

Meanwhile in New York, the final 
arrangements were being made for lim
ousines, buses, hotel rooms, garage 
space, another plane load from Wash
ington with mostly government people. 
On the set, six different cameras would 
film simultaneously. Tncidentally, that 
is more cameras than was used for 
filming the burning of Atlanta, in "Gone 
With the Wind." Each camera had a 
back-up camera in case any failed. There 
were even some back-up cameras for the 
back-up cameras. 

Tn addition , there were two other 
camera crews-one filming a twenty
seven minute documentary made of the 
event and the other from CBS for 
Harry Reasoner's "Sunday Night 
News" that evening. Also, a dozen still 
photographers taking publicity shots 
from every angle. 

In advance of the filming, the cast of 
"Hair" had pre-recorded playback tracks 
so that any celebrities who couldn't 
sing or didn't know the words, would 
have something to sing along with. Their 
timing had to be perfect for three dif
ferent versions-a one minute, a two 
minute and a half minute spot, pre
cisely. Weeks before the filming, we se
cured the music rights to "Let the Sun 
Shine In" and that isn't easy when you 
can't pay for it and the music is from 
one of the most successful Broadway 
shows in history. 

The day before the filming, there 
was rehearsal with a hundred high 
school students as stand-ins to checkout 
the sound and lighting levels. Josh Log
an was our director and he had just 
completed filming a twenty-million dol
lar Hollywood pectacular and here he 
was. donating hi time like everyone 
else connected with the project. Mitch 
Miller was our music director, who 
else? Lenny Hirschfield was director of 
cinematography. He had won an Oscar 
for his camera work on "D avid and 
Lisa." Here he had the problem of get
ting good footage on every si ngle per
son. You can hardly ask someone to 
come six thousand miles, give up a 
weekend and appear in a commercial 
without getting paid and then not appear 
in it. 

If you believe in omens, consider 
what happened on this particular Sun-

day, December 7th . Against all of the 
hundred-odd contingencies that could 
not have been foreseen and perhaps 
could not have been overcome, we 
filmed the commercial as planned. One 
out of every four celebrities invited 
showed up, and wonder of wonders, 
they arrived early, not just on time, 
mind you, but early. If you have ever 
dealt with celebrities, I think you will 
find that incredible. 

The filming itself was an extraordin
ary juggling of people, cameras and the 
press and it went off without a hitch. 
Jn fact, we did it in two hours instead 
of four as planned . To let you see exact
ly how smoothly everything went, let 
us look at some footage from the docu
mentary film we produced that day. In
cidentally, this twenty-seven minute 
film entitled "Making Love" was an of
ficial entry at the New York Film Fes
tival last month at Philharmonic Hall 
in Lincoln Center. 

Anyway, let us look at a bit of the 
filming on Sunday, December 7th of 
last year. 

A million dollars worth of talent. No
one could watch this commercial being 
filmed without sensing the special mes
sage of the moment. Freaky looking 
kids from "Hair" next to John D. 
Rockefeller III. Ali McGraw making 
peace signs and Orson Bean spokes
man for the conservatives. The chair
man of LaRaza Mexican Association 
and the chairman of the board of Alcoa. 
Cleveland Amory who comes from Bos
ton's richest and Fanny Lou Hamer who 
comes from Mississippi's poorest. Crew
cut basketball star, Rick Barry and 
Leontyne Price with her Afro. Under 
thirties and over sixties. Singing to
gether. 

I bad chills down my spine then and 
believe me, every time I see this com
mercial I feel them . 

The press was there too, and the re
su 1 t was the single most publicized tele
vision commercial ever made. Th e New 
York Tim es ran a story the day after 
the filming and so did the country's 
biggest newspaper on its front page, 
The New York Daily News -in odd 
counterpoint to a headline, on the 
Manson trial. Th e Washington Post 
ran a column in its syndicated section 
and it was featured in a story in the 
Sa11 Francisco Chronicle and two hun
dred other newspapers across the coun
try. The Stamford Advocate ran an AP 
photo on its front page and a hundred 
other AP subscribers picked it up as 
well. 

Newsday ran a story plus a column 
by Robert Mayer in the same issue. 
Variety carried the story on page two. 
Backstage featured it on page one and 
Show Business ran it on page three. 

In the advertising trade press, A dver
tising Age gave the story a full page. 
Phil Dougherty made it the feature of 
his advertising column in The New 
York Times and even Campaign which 
has been called the "Advertising Age 
of England" ran a story on page two. 
Time Magazine ran a blurb after the 
filming and la ter another story on how 
we had to delete clo c-ups of Arthur 
Goldberg to satisfy the FCC ruling ori 
equal time provisions for political can
didates. Later The New York Daily 
News gave that story half a page. 

Nell' York Magazine gave the story of 
the commercial a spread and so did 
Jet Magazine, while TV Guide gave its 
sixteen million subscribers a four-page 
story entitled, 'The Faces Are Familar". 
Tn that very same issue, it listed the Ed 
Sullivan show which premiered the com
mercial, the first in its history and 
showed the commercial twice to its 
thirty-two million viewers. 

I guess a news story becomes a clas
sic when The Ne1v Yorker finds it pos-
ible to nm a funny blurb as the last 

item in the book on a typographical 
error in a newspaper's report of the 
event. 

Whenever I think back on the creat
ing and the making of this television 
spot, I recall John Gardner's words to. 
the press that day, "You'll remember," 
he said, "at this moment, we are vir
tually two nations, but I still believe in 
the salute to the fl ag. We ought to be, 
one nat ion indivisible." 

Well, ladies and gentlemen, for two 
hours in a studio four blocks south and 
one block east of where we are now 
gathered, I was privileged to watch 
one hundred and twenty fellow-Ameri
cans of all colors, from the most di
verse backgrounds working together. 
That is the message of this case history 
of an advertising program to sell an 
intangible. If against the terrible odds of 
a divided country, polarized emotions in 
an atmosphere of crisis an association 
with no advertising budget, with the 
help of an advertising agency donating 
its time, can even begin to move for
ward in se lling an intangible called 
"Brotherhod" or "Racial Harmony" or 
"Love thy Neighbor" or "America the 
Beautiful" or "Love , it comes in all 
colors" then nothing is impossible. 

The Prospects and Problems for Housing in the 1970's 

Charles E. Cain 

Vice President and Chief Economist, Distributor's Group, Inc., 
New York, New York 

According to your program, the as
signed topic for this hour is "Real 

Estate Investment Trusts". While I in
tend to make comment on the REIT as 
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an investment form, it's not really the 
name of my game. The burden of my 
thoughts this afternoon are more pre
cisely and more properly directed to the 

future: "The Prospects and Problems 
for Housing in the 1970's" or, more 
specifically, "The Prospects for Hous
ing Demand and the Problem of 

JANUARY 1971 



Mortgage Financing in the 1970's." 
At this point in your program, indeed 

in any such program, the audience us
ually feels that it has been apprised to 
the point of distraction with the pros
pect/ problem theme. Nonetheless, I feel 
it is worth the risk on my part to re
state and reinforce that theme here this 
afternoon, for as we shall see, it is a 
subject of unprecedented, almost historic 
proportions. As such, it will necessarily 
dominate your concerns and your ac
tions in the decade ahead. Moreover, 
any such problem / prospect statement is 
always subject to differing views and 
various levels of interpretation and un
derstanding. Therefore proceeding on 
the theory that twice told is, after all, 
twice learned, or at least once clarified, 
let us see what time it is, in terms of 
residential construction and housing 
markets in the 1970's. Could I have the 
first slide please? 

This chart (chart 1) is the most im
portant chart that I or anyone else can 
possibly show you. The developments it 
depicts have come to dominate our 
lives in the late 1960's and will continue 
to profoundly influence our political, so-

Chart # 1 

cial and economic affairs in the coming 
decade. I call it "The Adult Boom." 
Remember the baby boom of World 
War JI? The first curve on the charts, 
the upper line represents that massive 
blessed event when births actually stood 
up on end in a two-stage advance dur
ing and immediately after World War 
II. Well , it is now some twenty-odd 
years later and most have survived . In
deed we have been hearing a good deal 
from them and about them lately. 

Here they are, age twenty-one, the 
second curve on our chart, the number 
of persons reaching age twenty-one
chronological adulthood. In other words, 
we have the "echo effect" some twenty
odd years later of that historic baby 
boom of World War IT. It is equally 
unprecedented. Unprecedented, i.e. with
out precedent. without parallel, never 
before in our demographic history have 
series virtually stood up on end in this 
manner. By mid-1968, the number of 
persons reaching age twenty-one surged 
ahead by some one million plu people. 
for a startling increase of thirty-five 
per cent. 

This is a development of immense 

significance for all of us. The fe
male of the species marries at age 20.8 , 
the male at 23.2. Roughly, twenty-one 
and twenty-three respectively. We are 
there now. To the economist, this 
means family formation. In my second 
chart, we have projected the population 
age twenty-to-thirty-four-the family 
forming ages. This age group is expected 
and projected to increase by approxi
mately sixty per cent over the next 
decade, or more than twice as fast as 
the growth in general population. 

Commenting on this development re
cently, George Brown, the director of 
the Bureau of the Census, stated, "The 
meaning is clear, the next fifteen years 
is the era of the young married." He 
added, "We had better get ready for 
them." Get ready for them indeed! I 
often like to remind people in this con
nection th at the marriage license among 
many other things can be viewed as a 
license to go bankrupt. Think of the 
chain reaction that sets in at this criti
cal point. Think of the demands that 
are generated as a result of this critical 
contract. "They" need furniture, carpet
ing. draperies, refrigerators, stoves, 
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washing machines, clothes dryers, color 
T.V. 's, stereo sets, automobiles, etc. But 
before all else they must be housed! 

How are we do in g in this regard? 
As you probably have noticed , not too 
well at all recently. Under the weight 
of an extremely tight money program 
designed to curb infl at ion ary excesses 
in our econom y, private hou sin g starts
shown in chart 3-touched a low of 
approximately 1.1 milli on units in Janu
ary of this year and during the first 
half of 1970. averaged out at roughly 
1.3 million units sta rted. In short , our 
current recession in residential construc
tion has returned activity to the !owe t 
level see n si nce 1966. Moreover, if we 
exclude the 1966 experience then we 
a re nea r the lowest levels witnessed in 

almost a decade. Indeed , it has been 
variously estimated that aga in st the 
background of the adult boom, residen
tia l housing needs may be as much as 
one and a half to two years in backlog 
as we move bravely into the l 970's. 

I think despite the magnitude of thi s 
problem, we can move bravely, at least 
confidentially, towa rds that future. My 
analysis convinces me th at our· general 
recession in economic activi ty is cur
rent ly drawing to a close. Th at residen
ti al construction activity has already 
turned the corner and is in the very 
early stages of a strong adva nce which 
promises to lead the process of general 
recovery next yea r. By the end of 1971. 
I confidentl y expect private housi ng 
starts to reac h a sustained level of 1.7 
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to 1.8 million, for a n increase of some 
roughly twenty to thirty per cent over 
current levels. They could go even 
higher. possibly as high as 1.9-2.0 
million range. 

Too optimist ic? Too bul lish? Not at 
a ll and let me show you why. This mea
sure (cha rt 4) money supply plus time 
deposits is a fair ly good index of the 
to ne and the direction of monetary pol
icy. Notice the tract of our a nti-infla
tion program , you can ha rdl y miss it! 
During 1969, money supply plus time 
deposits declined sharply, very sharply. 
Indeed. by this measure, it was one of 
the most rest rictive monetary interludes 
in the en tire post-wa r period. Notice, 
too. what has happened since February 
of this year. Monetary ease has set in 
with a vengeance. On the basis of thi's 
measure, at least, we have turned 
abru ptly from the most restrictive to 
the most expansionary monetary policy 
of th e pos t-war period . 

Rei nforcing and complementing this 
easin g monetary policy has been a maic;ir 
turn in inte rest rates. As you can see in 

chart 5. rates in the short end of the 
market ac tu all y peaked out in the De
cembe r, 1969-January, 1970 period. Long 
term rates , however, have been more re
sista nt to the decline due to the number 
of specia l pressures relating to the struc
ture of debt a nd to inflationary expecta
ti ons. which are much more prominent at 
the long end of the market than the short 
end. 

Now long term rates have finallx 
come around. Updating the interest rate 
story to last week (chart 6) we can ob
se rve tha t the erratic decline in interest 
rates is continuing ac ross the board cur
rently in the long, intermediate a nd' 
short end of the market. I expect that 
interest rates will continue to ease over 
the ba lance of this year a nd into early 
1971 at leas t. This will provide an
other very important, positive dimension 
to mortgage credit and housing activity 
on a short term bas is. 

Beneath the surface of broad mone
tary aggregates. we can see more spe
cific devel opments which foreshadow re
covery in residential construction activity 
over the month s ahead. The flow of 
funds into the more traditional savings 
intermed iaries are depicted in chart 7 . 
The first panel illustrates the monthly 
rate of change in depos its of mutua l 
savings banks. You can see the very 
sharp turn-around which has been tak
ing place over the spring and summer 
months. In the middle panel , time de
posits at commercial banks has been in 
an even more vigorous and dramatic 
turn-arou nd. And, ~fi nally the last panel 
represents the recovery in the capital of 
savings and loan inst itutions. Here we 
have nothing less th an an across- the
board portrait of a dram at ic and mas
sive re- liquidation of savings-mortgage 
in titutions, wh ich in my opin ion in
delibly underscores the developing proc
ess of recovery in housing. 

But even the lofty heights of 1.7 to 
l .9 million starts next year is but one 
leg up on our longer term residential 
housing requirements. This chart (chart 
8) prepared by the Departments of 
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Commerce and HUD for the Council of 
Economic Advisors, which appeared in 
the President's Economic Report of this 
year, is an illustrative projection, not 
a precise forecast with respect to pat
tern and timing, but an illustrative pro
jection of the massive housing require
ments which we face in the 1970's. It 
suggests that the unprecedented demo
graphic forces at work in our economy 
today require housing starts to advance 
from the recent recession low of ap
proximately 1.3 million-I alluded to 
before-to 2.6 million by the 1974/ 
1975 period. A doubling in activity, a 
one hundred per cent increase! 

Notice also, that this illustrative pro
jection implies that residential construc
tion, which is a traditionally cyclical 
activity due to its relationship to money 
and interest rate conditions, must ad
vance to the 2.5-2.6 million range by 
1974 and sustain that level for five 
years, if we are to meet our national 
housing goals in the late 1970's. This, 
then, is the challenge we must face if 
we are to exhaust the demands which 
are currently building up as the result 
of this adult boom-this unprecedented 
development which is now upon us. 

The challenge implied by the demands 
of the seventies, I am sure, is not lost 
on this audience. Building activity on 
this scale, of course, requires a propor
tionate expansion in mortgage credit. Jn 
fact, an expansion of one hundred per 
cent in physical volume requires more 
than a proportionate increase in financing 
due to the rates of inflation which will 
be obtained in this sector over the next 
ten years. Indeed, the same government 
.sources estimate that the realization of 

a 2.6 million start level would imply 
an expansion of mortgage loan require
ments from an estimated twenty-one 
billion dollars in 1970 to almost the 
fifty billion dollar level by the 1975/ 78 
period, or an increase of approximately 
one hundred and forty per cent. 

The problem immediately presents it
self-can we raise funds of such mag
nitude in the open market over the years 
ahead? The immediate question, as us
ual, is the wrong question. I feel we 
can and will raise mortgage credit of 
this magnitude simply beca use we must! 
The demands implied by the adult 
boom are urgent and undeniable. Such 
projected requirements are based not on 
theoretical concepts, or abstract rela
tionships, they are based on the hardest 
evidence we have-people. They are 
here now in unprecedented number, they 
won't go away, they must be housed 
and they will be housed one way or an
other. 

That phrase one way or another poses 
both a cha ll enge and a threat to us this 
afternoon. In my opinion, if we can
not meet the credit requirements of this 
surge through the operations of our cur
rent money market structure, then I 
can assure you we will have further, 
more extensive formalized credit con
trols placed on the market to force a 
re-channeling of capita l into this critical 
area. 

Therefore, I have long been convinced 
that the chal len ges of the I 970's require 
new, imaginative, innovative responses 
across the board for the private sector . 
We must for instance, build homes dif
ferent ly than we have in the past. Recent 
developments such as mobile homes, the 

Chart # 7 

whole concept of prefabrication and 
modular construction , represent but the 
beginning of such an attempt to apply 
advanced technology and advance pro
duction techniques to the residential con
struction sector. 

Tn the area of financing, we also must 
find and apply new techniques and new 
instruments. We may be forced to de
velop new institutions or at least improve 
existing ones. if we are to service the 
massive credit demands of this nation 
smoothly and efficiently in the decade 
ahead. It is precisely in this context and 
against this background that we should 
attempt to place and evaluate the real 
esta te investment trust as an investment 
form. 

A series of questions occur to me 
and they seem valid in any such evalua
tion. Firstly, what is the probable over
all impact of the REIT on savings rates, 
capital flows, interest rates and the 
availabi lity of mortgage credit? Second
ly, what if any, are the dangers involved 
in the developing character of this newly 
popular investment form? And finally, 
how much of a contribution might the 
REIT development make in the years 
ahead? 

I wish T had the full and complete 
answer to all of these questions, but 
let me offer some observations for you 
this afternoon. brief and cryptic though 
they may be. In answer to the first 
question, on the overalI impact of the 
REIT form , I doubt, as an economist , 
whether the real e tate trust or any other 
single investment form could signifi
cantly increase national savings rates
the level of capital formation over any 
sustained period of time. Overall levels 
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of capita l accumulation in our economy 
are complex fu nctions of such things as 
consumption, inflationary expectations, 
relative rates of return, etc. 

On the contrary. the major contribu
tion or function, as I see it, of the 
REIT will be to shift or to re-channel 
significant amounts of credit towards 
the mortgage market. To the extent 
that such funds are lured away from 
traditional savings in termediaries-sav
ings banks, savings and loan associa
tions, time deposits of commercial banks 
-the movement of funds by definition 
would reflect an increase in effective 
interest rates. The total availability of 
capital in the mortgage related areas 
would not be affected at all. The move
ment would merely be a substitution 
effect at higher rates of return. Only to 
the ex tent, and I think the considerable 
extent, that funds are attracted from 
such sectors as the stock market, tra
ditiona l bond markets and other non
traditional sources. would we have a 
real net addition of fa irly sizeable pro
portions in mortgage credit availability. 

This kind of movement would be at 
the expense of somewhat higher inter
est rates generally, and somewhat lower 
stock prices than 111ight otherwise have 
been the case. The overall effects in 
these areas, I think however, would be 
negligible over time. The real point 
would be the shifting and re-channeling 
of funds in terms of a higher availabi l
ity of mortgage credit. Thus, the real 
estate invest111ent trust can and I be
lieve in the fullness of time, will make 
a contribution to these massive require
ments through its impact on savings 
patterns and flows rather than overall 
savings rates. The attraction of higher 
yields and the possibility of capita l 
gains in effect is a form of institution
alized re-intermediation, the kind of 
thing that we have just seen in term 
of the short ter111 savings flows. 

The potent ial dangers in the REIT 
form. however, can be considerable and 
l think it 111ight be well to dwell on 
them at least briefly. The attraction of 
a sizable nu111ber of more performance 
oriented investors. the call for open 
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ended investment forms, the use of lev
erage and the growing rush to regis
tration, all conjure up in my mind the 
ghost of specu lation. And not merely 
speculation, but speculative excesses! 

I can speak with some authority on 
this topic and so can anyone who has 
survived the last year and half on Wall 
Street. If we do not exercise good 
judgment, caution and requisite pru
dence, the developing degree of competi
tion for the performance-minded investor 
would gradually force managers over the 
years ahead further and further out in 
the risk spectrum. With an open ended 
forum under such performance pressure, 
the stage could be set for a mini-liquidity 
crisis among REIT's which could be a 
rather harrowing experience. 

However, if sanely and prudently dee 
veloped, none of these particular char
acteristics need be objectionable. Under 
such considerations I think we could 
expect a very rapid and a very con
structive advance in the REIT form. 
The govern111ent figures that I have 
seen suggest that year end mortgage 
holdings between 1969 and 1978 could 
increase by well over 200 per cent in 
support of our massive credit require-
111ents. Indeed, I think that increase may 
very well turn out to be conservative. 

Jn conc lusion, I think I can sum up 
my thoughts this afternoon by saying 
that we have a very interesting and 
profitable decade shaping up for all 
those involved or associated with ho111e 
building. It will not be without its head
aches, its pressures and its strains. Irr 
fact, that is by definition the name of 
the game-the price of progress. All of 
the evidence that I have. the hard evi
dence as well as the projections and· 
conjectures see111 to point undeniab ly in 
this direction. You have seen some of 
that hard evidence here this afternoon. 
You have seen 111y charts, my sign posts 
of the future and I think that I can 
leave you in confidence with one final 
inspirational message-in hoc signo 1·inces 
-"in these signs you shall conquer". 

Thank you. 

Report of ALTA Liaison Committee with the MBA 

Robert C. Bates 

Chairman, Liaison Cammi/lee with the MBA 
Executive Vice President, Chicago Title /11s11ra11ce Company, Chicago, Jl/i11ois 

At the ALTA Mid-Winter Confer
ence held earlier this year in New 

Orleans, I gave a brief report on the 
formation of the ALTA-MBA Liaison 
Committee. 

Since this is a relatively new com
mittee, and since some of you may not 
have been in New Orleans, a portion of 
the information that I will cover in my 
remarks today will be a repetition of 
some of the material covered by my 
first report. At this point in the life of 
the Liaison Committee, it seems to me 
that the disadvantages of a moderate 
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amount of repetition are outweighed by 
the advantages of gaining a perspective 
on the organization and work of the 
committee. 

The ALTA-MBA Liaison Committee 
was formed following the annual con
ventions of each of our associations 
held in the late fall of 1969. By that 
time, it had become apparent to the 
Executive Committees of each associa
tion that there were many problem 
areas with which each association is 
faced that could probably be dealt 
with more effectively if an avenue were 

to be created by which MBA and 
ALTA could communicate and negotiate 
on a basis that bears the formal ap
proval of each organization. 

The plan for an ALTA-MBA Liaison 
Committee was then approved and im
plemented. At that time, it wa decided 
that the Liaison Committee could prob
ably be more effective if the group 
were held to a small number of mem
bers. Accordingly, three people wrre 
appointed from each association to be 
members of the Liaison Committee. 

The MBA members are: 
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Raymond A. Jensen-Chairman 
Vice President 
Dovenmuehle, Inc. 
Chicago, Illinois 

Murry D. Kennedy 
Executive Vice President & Counsel 
Mortgage and Trust, Inc. of Houston 
Houston, Texas 

John E. Krout 
Senior Vice President 
The Philadelphia Saving Fund Society 

of Philadelphia 
Philadelphia, Pennsylvania 

The ALTA Members are : 
Robert C. Dawson 
Senior Vice President 
Lawyers Title Insurance Corporation 
Richmond, Virginia 

Bruce M. Jones 
Vice President, Secretary and Chief 

Counsel 
Security Title Insurance Company 
Los Angeles, California 

Robert C. Bates-Chairman 
Executive Vice President 
Chicago Title Insurance Company 
Chicago, Illinois 

At the time the Liaison Committee 
was being formed, the subject of the 

·1970 ALTA policy forms was very 
much on the minds of the members of 
both associations. It was therefore em
phasized that the mission of the Liaison 

. Committee was not to provide a forum 
to debate the pros and cons of the 1970 
forms but to provide a somewhat per
manent forum for exploring a multi
tude of subjects, some of which we view 
from a common position. We believe we 
have been successful in not losing sight 
of our general assignment, even though 
the 1970 forms have been discussed in 
a limited way. 

Since the formation of the Liaison 
Committee, the ALTA members have 
held one meeting, and the full Liaison 
Committee of both ALTA and MBA 
members has met twice. In addition, 
Ray Jensen and I, as chairmen of our 
respective groups, have met informally 
on several occasions, primarily for co
ordination and planning purposes. Bill 
McAuliffe has participated in all meet
ings of the Liaison Committee and has 
been most helpful. 

The first full meeting of the ALTA
MBA Liaison Committee was held in 
Chicago on May 4. Since each mem
ber of the committee was not personally 
acquainted with all other members, the 
initial portion of the first meeting was 
devoted simply to getting to know each 
other. However, this did not take long 
and we were soon hard at it in our 
discussion of subject matter appropriate 
to our general assignment. · 

As the meeting progressed , several 
interesting and significant situations be
came apparent. The most important of 
these were the following: 
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1. Communications between ALT A 
and MBA have room for improve
ment. No cases could be cited in 
which AL TA representatives have 
participated actively in the pro
grams of MBA conventions and 
conferences. MBA members have 
actively participated in ALT A pro
grams but on a somewhat limited 
basis. 

2. The effort by ALTA and its indi
vidual members to communicate to 
MBA members the significance of 
and reasons for many of the 
changes in the 1970 policy forms 
had not, by May of 1970, been 
as effective as would be ideal. 

3. Members of MBA feel that since 
policy coverage is our product and 
therefore to a substantial degree, 
a marketing problem, the people 
who buy and the staff members 
who sell our product should have 
more influence in determining what 
coverage should be available. They 
feel that extending ALTA member
ship to MBA Counsel is a step in 
this direction as is the Liaison 
Committee itself. 

At our first meeting, we agreed that 
there were a number of problem areas 
in which ALTA and MBA can work 
together. Some of these are: 

1. Evaluation, refinement and adop
tion of Uniform Transaction Code. 

2. Federal legislation pertaining to 
closing costs . 

3. Legislation pertaining to housing 
and assurance of availability of 
mortgage funds . 

4. Communication of availability of 
various forms of coverage and cov
erage changes, as they occur, to 
MBA membership through 

a. Participation in MBA con
ventions, conferences, schools, 
etc. 

b. Preparation and distribution 
of booklets, pamphlets, etc., 
explaining new and existing 
forms, coverages and services. 

We agreed that we would normally 
not get involved jointly in local legisla
tive matters. 

We agreed that improvement in mech
anics lien laws in most states is highly 
desirable but that achieving desired 
changes through the joint effort of our 
two associations will be extremely diffi
cult, if not impossible. 

The second meeting of the Liaison 
Committee was held at MBA national 
headquarters in Washington, D.C. on 
September 22. Prior to the meeting, 
Ray Jensen and I had had several con
versations and had develooed a list of 
proposed agenda items for consideration 
at the September meeting, as well as 
future ones. 

The constraints of time preclude me 
from reviewing these items and our dis
cussion of them in more detail. How
ever, they range from the discussion 
of a plan for ALTA to furnish speakers 
and programs to MBA for its conven
tions and meetings-and for MBA to 
do the same for ALTA-to the closing 

cost study authorized by Congress-to 
matters of coverage. 

The most important results of our 
September meeting were as follows: 

1. Each of our two associations will 
undertake to provide speakers and 
programs for the conventions, con
ferences and schools of the other 
association. Coordination of this 
effort will be through the full-time 
Washington, D.C. staff of each as
sociation. 

2. The Washington , D. C. staff of 
each association will work together 
to develop facts and background 
information on the current closing 
cost study authorized by Congress 
and suggest to the Liaison Com
mittee possible joint courses of ac
tion . 

3. We agreed that although modifica
tion or repeal of state usury laws 
would be beneficial to the mem
bers of both associations, there is 
little our two associations can do 
jointly to achieve such changes. 

4. Closing services offered by title 
companies are valuable to members 
of MBA but much needs to be 
done to communicate to those 
members the nature and extent of 
the various closing services avail
able in different parts of the 
country. 

5. MBA members would like to have 
title insurance coverage broadened 
to include zoning and protection 
as to building and occupancy vio
lations. 

6. There is much diversity of opinion 
as to the significance of survey 
coverage in mortgage policies. This 
matter is being referred to the 
Standard F o rm s Committee 
through Bruce Jones for clarifica
tion and will then be discussed 
again by the Liaison Committee. 

7. The subject of how subordinate 
matters should be treated in mort
gage policies is still not dead. This 
will be discussed at future meet
ings and help from the Standard 
Forms Committee will no doubt 
be sought. 

8. There is much interest, as well as 
diversity of opinion concerning 
both the practical and the philoso
phical aspects of construction loan 
disbursement and guarantee of 
completion by title companies. 
This will also be discussed further 
at future meetings of the Liaison 
Committee. 

All of us on the Liaison Committee 
feel that although our committee has 
only been in existence about ten 
months, significant progress has been 
made in carrying out our assignment. 
We are convinced that the capability 
of initiating and maintaining free ex
changes of ideas and information be
tween our two associations is very much 
in the best interest of our respective 
members and th at the Liaison Commit
tee provides that capability . 
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ELECTION OF SECTION OFFICERS 
By proper nomination and second, the 

following officers were unanimously 
elected to serve for 1970-71: 

Chairman-JAMES 0. HICKMAN, 
Denver, Colorado 

Executive Vice President, Division 
Manager, Transamerica Title Insur
ance Company 

1837 California Street, 80202 
Vice Chairman-JACK W. McANINCH, 

Dallas, Texas 
Regional Vice President, Pioneer Na

tional Title Insurance Company 
1600 Pacific Avenue, Suite 1505, 75201 

Secretary-D . P. WADDICK, Minne
apolis, Minnesota 

Senior Vice President, Title Insurance 
Company of Minnesota 

400 Second Avenue South, 55401 

EXECUTIVE COMMlTTEE 

ROBERT C. DAWSON , Richmond, 
Virginia 

Senior Vice President, Lawyers Title 
Insurance Corporation 

3800 Cutshaw Avenue, 23230 
CHARLES H. MANN, JR. , Jacksonville, 

Florida 

President, Title and Trust Company 
of Florida 

200 East Forsyth Street, P. 0. Box 
l 438, 32201 

CHARLES D. MURRELL, New York, 
New York 

Vice President, Inter-County T itle 
Guaranty and Mortgage Company 

125 Maiden Lane, 10038 
RICHARD SHRAMM, Los Angeles, 

California 
Vice President, Chicago T itle Insur

ance Company 
616 South Westmoreland Avenue, 

90005 

COMMITTEE REPORTS 
Report of Finance Committee 

Hale Warn 

Chairman, Finc111ce Co111111ittee 
President and Chief Executire Officer, Title Insuran ce and Tr11st Company, 

Los Angeles, California 

0 ur Treasu rer, Jim Schmidt said he 
was not going to bore you with fi

nancial statistics and I'm going to try 
and fo llow the pattern and do like
wise. There are just three areas in the 
financ ial area of the operation of our 
Association that I will very, very brief
ly summ arize because J think that all 
members should know what the present 
status of these three areas are. 

First, just where we stand in rela
tion to our cost of the operations of the 
Association this year compared to our 
approved 1970 budget. Secondly the 
end result of the 1971 budget as pro
posed by the Finance Committee and 
approved by the Board of Governor on 
Wednesday of this week and then very 
briefl y a summarization of the present 
status of the portfolio of our reserve 
fund trust wh ich you know is what 
we call sort of our "rainy day fund" 
and has yield from those funds which 
is not used in the operation of the As
sociation on a current basis. 

Our 1970 budget had projected that 
we would have income of $425,189.00 
expenses of $422,184, which if we had 
been exactly on the button in both cate
gories with no changes, we would have 
come out at the end of this year with 
an excess of income over budget of 
$3,005.00. 

As against those figures looking at 
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it as of the end of September and esti
mating the ba lance of the calendar year 
it appears that we are going to come 
out in this manner : Our income will be 
$443,722, which is an increase of $18,-
533 over our budget projection. Our 
expenses should come out $408,016, or 
$14, 168 less than forecast in the budget 
which, with an excess of income and 
reduction in expenses, should give us a 
differential over our budget of $32,701. 

If this comes out fairly close then, it 
would mean that we will wind up 1970 
with an excess of income over budget 
of $35,706. 

As to the 1971 approved budget, the 
forecast on income is $389,400, which 
you will recognize as a reduction over 
1970 which is an obvious projection due 
to the formula we use based on income. 
Our budgeted expense is $380,200, 
which means that if we fol low that all 
throughout the year we should wind up 
the year wi th an excess of income over 
expenses of $9,200.00. 

As to the Reserve Fund Trust which 
is held in trust with the Title Insur
ance and Trust Company as a trustee 
is as follows. 

As of September 30th, the tota l 
funds are $208,352, which is made up 
Treasury Bonds at par, units of the 
Common Trust Fund of the Title In
surance and Trust Company which is 
a corporate bond fund and units in the 

Common Trust Fund A of that com
pany wh ich is a common stock fund 
whi ch investments were authorized by 
the Board of Governors. 

Those items total $200,238 and we 
have $8, 114 in cash which makes it 
$208,352. T hat re lates as against the 
cost. It relates to a cost figure of $214,-
061, which means that the market value 
of the trust as of the end of September 
was $5,709 less than cost. 

Jt is yie lding an annu al yie ld of 
$9,567 that is from the portfolio which 
is a current rate of return of 4.78 per 
cent. 

As to the mix of the portfolio, as 
you know the new trust agreement 
which was executed not too long ago 
provided that not less than fifty per 
cent of the total should be in govern
ment's and as of the end of September 
fifty-nine and a half per cent were still 
in government's. The trust agreement 
provides that not more than fifty per 
cent should be in common stocks and 
as of the end of September the com
mon stock fund amounted to 20.4 per 
cent of the total. 

The balance of the portfolio then , 
becomes 18.1 per cent and is in cor
porate bonds authorized for investment 
by the state of Ca lifornia which is in 
accordance with the trust agreement. 

That is rough ly the financial picture 
of the Association at this point. 
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Report of Standard Title Insurance Forms Committee 
Richard H. Howlett 

Chairman, Standard Title Insuran ce Forms Committee 
Senior Vice President, Secretary, and General Counsel, 

Title Insurance and Trust Company, Los Angeles, California 

I f you will recall, the Title Jnsurance 
and Underwriters Section at our 

meeting a year ago recommended the 
adoption of a Single Form Policy, a 
Loan Policy, and an Owner's Policy, 
which recommendation was approved by 
the General Session, of the Association. 
At our Mid-Winter meeting, certain 
amendments were made further clari
fying the contract. 

These new policies resulted from the 
project of the Committee to devise a 
single form of policy that could be 
used to insure either an owner or a 
lessee or a mortgage on the estate or 
interest of an owner or lessee. The 
Committee was further instructed to 
conform existing policies and as far as 
practical to eliminate ambiguities and 
clarify coverages of the existing forms. 

Since the adoption of these forms, 
questions have been raised by some 
customer groups as to some of the pro
visions, and the Committee has at
tempted to answer these questions so 
that our policies will be generally ac
cepted by the real estate and lending 

,industries. We are of the opinion that 
the policies are fair and meet the basic 

needs of both the insured and the in
surer. 

Paragraph 6( a ) of the Conditions 
and Stipulations of a ll of these policies 
provides that the liability of the insurer 
would in no case exceed the least of 
certain enumerated items: (a) actua l loss: 
(b) the amount of the insurance afforded 
under the contract: (c) the amount of the 
debt: or ( d) the actu a l va lue of the 
estate or interest covered by the policy. 

1t is the opinion of the Committee 
th a t, by the adoption of these specific 
provisions, the coverage of the then ex
isting 1962 and 1969 forms was not 
changed and the Committee did not in
tend that there be a change. The provi
sions were approved on the basis that 
such chan ges were being made for the 
purpose of clarification and certainty. 

Some of our customers have ques
tioned whether or not the intent was 
met or if there was in fact , under 
some conditions. a possibility that the 
coverages were changed. The Commitlee 
hr. s analvzed the auestions and, to avoid 
there being any doubt in this area , re
commends the elim in ation of the limi 
tation lo "actual value" of the estate or 
interest covered by the policy al the 

time the loss occurs undiminished by 
the defect, lien or encumbrance in
sured against by the policy. By the 
elimination of this provision there will 
be no doubt that the coverage of the 
1970 policies wi ll be the same as to 
this subject matter as the coverage af
forded under prior policies. 

1 move that the Title Insurance and 
Underwriters Section recommend to the 
Gener81 Session of the American Land 
Title Association that the 1970 policies 
be amended as follows: 

American Land Title Associat ion Sin
gle Form Policy-1970 
Delete subparagraphs 6 (a)(iii) 
and 6 (a) (v) and renumber the 
remaining subparagraphs to reflect 
this change. 

American Land Title Assoc iation Loan 
Policy-1970 
Delete subparagraph 6 (a) (iv) 

American Land Title Assciation 
Owner's Policy-Forms A and H 
-1970 
Delete subparagraph 6 (a) (iii) 

That as so amended. the policy de
signation (caption) would be followed 
by (Amended 10-17-70). 

Index to 1970 Title Nevvs Articles 
ABC's of ATC 

Abstracters, Agents Get look at future 

Abstracters Confer at Round Tables 

Abstracters Income Sources Analyzed 

Abstracters Slate May Workshops 

A framework for Meeting the Needs 

Agent Acquired by lawyers Title .............. ..... . 

ALTA Gives Metrificotion Views 

ALTA Prepares for 1971 Mid-Winter 

ALTA Research Indicates firming Trend in Underwriting Business 

American Publishes Brochure in Spanish 

American Title Buys St. Petersburg Agent . 

Annual Convention Planning Progresses 

Another Hat for Insurance Companies 

Arizona Title Makes Residential Study 

Awarding of Honorary Memberships to John D. Binkley and Charles H. Buck 

Bountiful Program for Underwriters 

Branch Dedicated by Commonwealth 

Branch Opened by Commonwealth 

Camden firm Now Chicago Title Un it 

Challenges and Opportunities of the '70's for the 

Chelsea Title Branch Moves Into New Quarters 

Chicago Title Buys Jacksonville Concern 

Chicago Title Computer System Aids Accuracy 
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Chicago Title Moves Home Title Offices 

Chill-Free Economic Cooling 

Code of Professional Responsibility to the ABA 

Columbia Title Helps Clear Way for Project Troubled by Reverter Dating Back to George Washington 

Commonwealth Unit Gets Advisory Board 

Company Acquired by American Title 

Congressional Hearing 

Constitution and By-Laws Amendments to be Considered at 1970 Conve ntion 

Developing a Public Relations Program 

Disbursing Company an Aid to Builders 

Edward Kent Named NJLTIA Secretary 

EDP Firm Acquires Idaho Title Concern 

EDP Keeps Service Excelle nt 

Election of Abstracters and Title Insurance Agents Section Officers 

Election of National Officers 

Election of Title Insurance and Underwriters Section Officers 

Excellence Prevails at Mid-Winter 

Fidelity Abstract Indexes with EDP 

First American Aids Mexican-Americans 

First American Branch Opens 

First American Now Operates in Idaho 

Florida Concern Acquired by Mid-South 

Future of Title Insurance in New Jersey As See It 

George N. Penniman Retires 

Greene Attends Security Title Ope ning 

Hogan's Highlight's 

Index to 1969 Title News Articles 

Inter-County Adds Tennessee Business 

Inter-County Search Aids Restoration 

Inter-County Seeks Lender Rule Change 

Interstate Land Sales Full Disclosure Act 

Joseph S. Knapp, Jr. , Retires 

Journalists Compete for ALTA Award 

Judiciary Committee Report 

Part Ill 

Part IV 

Part V 

Part VI 

Part VII 

Part I 

Kennedy Honored 

Lorge Policy Issued 

Lawyers Title Acquires Broward for Cash 

Lawyers Title Adds Branch in Illinois 

Lawyers Title Buys San Diego Company 

Legislative Committee Report 

Lorne Greene Stars on ALT A Radio Spo1s 

Major Expansion Project for Chautauqua Abstract . 

Major Growth Seen in Home Building 

Market Research in the Title Industry 

Maryland Titlemen Re-elect F. R. Buck 

Mayo Land Title Co. Moves to New Offices 

McAdams Retires: SO-Year Tilleman 

Membership and Organization Committee Report 

Mid -South Title Issues Large Policy 

Mid-Winter Agenda Includes Three Distinguished Guests 

Minnesota Title Buys Jacksonville Concern 

Mistake on Issue in Court Decision 

Model Award Units to ALTA Affiliates 

Mortgage Credit Crunch- Snap, Crackle and 

Mortgage Firm-S&L Business Expanding 

Mortgage Money in the 1970' s 

Mortgage Lending Reaches Record Level 

Move Historical for District-Realty 

Pop 

1969 Profit Average Again at 13 Per Cent . 

1970 Convention Proves of Special Importance 

1970 Economic Picture- Boom or .... 
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NAREB Reports Improved Mortgoge Fund Outlook 

NAREB Seeks Chonges in Residentiol Finoncing 

Notionol Audience Views ALTA Clips 

New Finonciol Tools for Housing 

New Morket Areo for Americon Title 

New Morket Areo for Lowyers Title 

New York Agency Provides lnformotion for Convention 

New York Boord Heoded by Albert . 

Northeostern Opens Bronch in Brooklyn 

Obituories 

Boles, Somuel 

Burlingome, Gordon M., Sr. 

.Comeron, W. A. 

Gill, Williom, Sr. 

Hoover, J. W. 

Rogers, Williom, Sr. 

"Scranton, C. A. 

Suelzer, A. W . ................ . 

Ullmon, Gerold H . .. . 

Personnel Recruitment ond Attrition 

Perspective : Pion! Computerizotion 

Pontius Assumes Duties at NAREB 

Pontius Nomed NAREB Stoff Chief 

Post-Convention Tour to Portugol 

Presentotion of ALTA Editoriol Awords 

Pressures ond Pitfolls in Housing 

Progress Report : Improving E&C lnsuronce 

Proposed ALTA Constitution ond By-Lows Amendments Concern Membership 

Reoltors Honored by Commonweolth 

Report of Abstrocters ond Title lnsuronce Agents Section Chairmen 

Report of Stondard Title lnsuronce Forms Committee 

Resolutions Committee Report 

Riverside Operation Extends Transomerico Title Business to Southern Californio 

Room Rates Limited ot 1970 Convention ................. . 

Rosenburg Nomed PLTA Executive 

St. Poul Completes Burton Acquisition 

St. Poul Publishes Employee Hondbook 

Soles ond Customer Relotions 

Security Title Moves to New Quorters 

Seltzer Heods Connecticut Boord 

Senote Housing Subcommittee Choirman Comments on Em ergency Home Finance Act 

Settlement Cost Concerns Outlined for Bonkers in ALTA Article 

Shromm Relocotes to Los Angeles 

Smith to Address Aportment Session 

State Association Conventions 

Arkonsos ....................... . 

Colifornio 

Colorado 

D.C. & Metropoliton 

Dix,ie 

Michigon 

Minnesota 

Missouri 
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Nebrosko 
Nevodo 

New Englond 

Areo 

New Mexico .................................... . 

New York 

Oklahomo ........................ .. 

Oregon 

Pennsylvania 

Utoh ............................. .. 

Washington 

Wisconsin ............... . 

Stewort Purchoses Colorodo Componies 
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Telephone Recorder Aids Louisville Title 
Textbook by Tilleman Now In Fifth Edition . 

Title Insurance and the Savings Bank 

Title Insurance Company of Oregon Completes New Office 
Title Insurance Drive-In Opened 

Tilleman Explains Water Line Law 

Titleman Honored 

Titleman Retires After 46 Years .. 

Titleman Sinks Ace 

Titlemen, Attorneys Attend Ohio Seminar 
Title Plant Evaluation 

Titlewoman Retires 

Tocks Island ... 27 Miles of White Water and 27 Tons of Paper 
Transamerica Adds Two Title Companies 

Translation Published by First American 

Truth-in-Lending: 1970 

Underwriters Hear Panel Discussion 

USLIFE Acquisition of Dallas Title Set 

Utah PR Program Reaches Students 

Watson Elected 

West Jersey Stock Purchased by SRC 

DAWSON 

Lawyers Title Insurance Corpora
tion has announced the election of 
Robert C. Dawson as executive vice 
pre ident. He also has been elected 
a member of the company's board of 
directors and executive committee. 

Dawson has been with Lawyers 
Title since 1955 and has been at the 
home office in Richmond, Va., since 
July, 1968. 

He previously has worked in the 
construction loan department of the 
company's Coral Gables (Fla.) office, 
in the abstract and legal department 
of the Miami office, and in the Florida 
state office at Winter Haven. He was 
made a title attorney in 1957, assist-
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ant title officer in 1959, Florida state 
manager in 1963, vice president in 
1968, and a senior vice president m 
1969. 

IPPEL 

Gerald L. lppel has been elected 
president, The Title Guarantee Com
pany, New York. He ucceeds David 
T. Griffith, Jr., who has moved to Los 
Angeles to become associate general 
counsel for Pioneer National Title In
surance Company. 

Title Guarantee also has announced 
the following elections: Purcell B. 
Robertson, James M. Pedowitz, and 
Howard J. Missbach, to the newly-

May 
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May 

July 

............ November 

September 

May 

September 
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January 

September 
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July 

October 

July 
Ju•ne 

............... October 
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February 
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created posts of first vice presidents; 
John C. Conroy, vice pre ident, 
Westchester-Hudson Valley Region, 
and Jean Alexander, vice presidenl
personnel administration, both to 
senior vice presidents. 

* * * 

STATTON PAPEN FUS 

Security Title Insurance Company 
has announced the appointments of • 
Robert L. Statton, vice president and 
director-title and escrow operations, 
and Karl E. Papenfus, vice president 
and director-personnel. 

* * * 
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BLACKSTONE WOODHAMS 

First American Title Insurance 
Company has announced the promo
tio,ns of William C. Blackstone, vice 
president and manager, Riverside 
County (Calif.) office, and C. H. 
Woodhams, Jr., manager, San Mateo 
County (Calif.) operations, to regional 
vice presidents of the parent company. 

* * ,,, 
James M. Costello, manager, pro

fessional training and development 
for Chicago Title and Trust Com
pany, has been appointed assistant 
training officer, in addition to assum
ing responsibility for administration 
of certain supervisory and manage
ment programs. 

Chicago Title also has announced 
the promotion of Stuart S. Payne to 
manager, systems control department. 

.,. .,. * 

SPOERL GALLOWAY 

Arthur G. Spoerl has been ap
pointed manager of Pioneer National 
Title Insurance Company's Milwau
kee office. He succeeds Larry Gal
loway, who has been named manager 
of Pioneer National's Detroit office. 

* * * 
Wilbur A. Barrett, division vice 

president of American Title Insurance 
'Company's New York-based Guaran
teed Title Division, has been named 
manager of the Newark, N .J., branch 
office. He will succeed Reginald Dug
dale, who is planning to retire. 

TITLE NEWS 

POLLACK 

Michael Pollack has been appointed 
manager, Milwaukee branch, Title 
Insurance Company of Minnesota. 

* * ,, 

McKEE 

Thomas R. McKee, manager, The 
Title Insurance Corporation of Penn
sylvania national department, has 
been elected assistant vice president 
of the firm. 

Florida Insurance 
Unit Elects Martin 

Melbourne L. Martin, senior vice 

president and general counsel, Ameri
can Title Insurance Company, Miami, 
has been elected president of the 
Florida A sociation of Insurance 
Companies, [nc ., a Tallahassee-based 
as ociation of insurance companies 

licensed to do business in the state. 
Membership includes life, fire, 

casualty and title insurance under
writing firms, as well as associate and 
subscriber companies. The associa
tion has as its purpose the improve
ment of underwriting procedures for 
the benefit of the public; education 

among members and policy holders; 
and recommendation of legislation 
which will protect the interests of the 
public as well as association members. 

Realtor Bill N. Brown, Albuquerque, N .M., has 

been elected 1971 president of the National 

Association of Real Estate Boards at the 

NARES 1970 Convention in Chicago. Brown 

has been active in both New Mexico and 

national real estate associations since be

ginning his real estate career in 1955. 

WANTED TO BUY 
Small abstract office and/ or title 
insurance agency in Florida or 
Arizona. Present owner of 
abstract company in Michigan 
wishes to relocate . Write Box A, 
Title News. 

M . Edwin Prud'homme & Associates 
Ma11agement Co11su/ta11ts for the 

Land Title lnclustry 
Time & Motion Studies 
Employer-Employee Programs 
Public Relations Projects 
Staff Training Programs 
Profit Motiva tion Methods 
Plant Appraisals & Evaluation 

401 Page Building 
Austin, Texas 78701 
Tel.: (512) 477-1416 
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meeting t.&metable 

1971 

March 3-5, 1971 
ALTA Mid-Winter Conference 

Hotel Del Coronado 
Coronado, California 

April 29-May 1, 1971 
Oklahoma land Title Association 

Camelot Inn 
Tulsa, Oklahoma 

April 29-May 1, 1971 
Texas land Title Association 

Holiday Inn 
El Paso, Texas 

May 2-4, 1971 
Iowa land Title Association 

Hyatt House 
Des Moines, Iowa 

May 6-8, 1971 
Arkansas land Title Association 
Sheraton-little Rock Motor Hotel 

little Rock, Arkansas 

May 13-16, 1971 
Washington Land Title Association 

Solishon Lodge 
Gleneden, Oregon 

May 20-22, 1971 
New Mexico land Title Association 

Palms Motor Hotel 
Los Cruces, New Mexico 

May 20-21, 1971 
Utah land Title Association 

Tri-Arc Trovelodge 
Salt Lake City, Utah 

May 21-22, 1971 
California land Title Association 

Son Jose Hyatt House 
San Jose, Cal ifornia 

June 4-5, 1971 
South Dakota Title Association 

Sioux Falls, South Dakota 

June 5-8, 1971 
Pennsylvania land Title Association 

Pocono Manor Inn 
Pocono Manor, Pennsylvania 

June 10-12, 1971 
land Title Association of Colorado 

Ramada Inn 
Pueblo, Colorado 

June 23-25, 1971 
Illinois land Title Association 

Droke Hotel 
Chicago, Illinois 

June 23-26, 1971 
Mich igan land Title Association 

Boyne Highlands 
Harbor Springs, Michigan 

June 24-26, 1971 
Oregon land Title Association 

Bowman's Golf & Country Club 
Wemme, Oregon 

June 24-27, 1971 
Wyoming land Title Association 

Idaho land Title Association 
Ponderoso Inn 
Burley, Idaho 

June 30-July 3, 1971 
New York State land Title Associat ion 

The Otesogo 
Cooperstown, New York 

July 8-10, 1971 
New Jersey land Title Association 

Seoview Country Club 
Absecon, New Jersey 

August 12-14, 1971 
Montono land Title Association 

Florence Hotel 
Missoula , Montono 

August 26-28 , 1971 
Minnesota Land Title Association 

St. Paul Hil ton 
St. Paul, Minnesota 

September 15-17, 1971 
Nebraska Title Association 

Villager Motel 
Lincoln , Nebraska 

September 17-19, 1971 
Missou ri land Title Association 

Downtown Holiday Inn 
Kan sas City, Missouri 

September 17-18, 1971 
North Dakota land Title Assoc iation 

Tumbleweed Motel 
Jamestown, North Dakota 

September 17-18, 1971 
Wisconsin Title Association 

Racine Motor Inn 
Racine, Wisconsin 

September 23-25, 1971 
Ohio land Title Associat ion 

Sheraton-Columbus Motor Hotel 
Columbus, Ohio 

September 24-25, 1971 
Kansas land Title Association 

Holiday Inn Towers 
Kansas City, Kansas 

October 3-6, 1971 
ALTA Annual Convention 

Stotler Hilton Hotel 
Detro it, Michigan 

October 24-26, 1971 
Indiana Land Title Association 

Indianapolis Hilton 
Indianapolis, Indiana 

1972 

March 1-2-3, 1972 
ALTA Mid-Winter Conference 

Regency Hyatt House 
Atlanta , Georgia 

October 1-2-3-4, 1972 
ALTA Annual Convention 

Astroworld Complex 
Houst·on, Texas 

JANUARY 1971 



Tell Your Story More Effectively 
. with these ALT A Educational Aids 

(All orders plus postage; write Business Manager, ALTA, 
1828 L Street, N.W., Washington, D.C. 20036) 

HO ME BU YER: HO RSE SENSE 
HELPS! A concisely-worded direct 
moil piece that quickly outlines 
title company services. 1-11 dozen, 
65 cents per doze n; 12 or more 
dozen , 50 cents per dozen; de
signed to fit in a No . 10 envelope. 

HOW FDA 
RBLPSI 

TllB BOllE BtJn;R 

HOW FHA HELPS THE HOME 
BUYER. This public education 
folder was developed in coopera
tion with FHA and basically ex
plains FHA-insured mortgages and 
land title services. $5.50 per 100 
copies. 

(CENTER ) PERSPECTIVE : AMERICA'S 
LAND TITLE INDUSTRY . A collection of 
six articles by ex perts that comprehen
sively expla in the land title industry 
and its services . This attractive book
let is available at 35 cents per copy 
for 1-48 copies and 30 cents per copy 
for 49 or more copies. (RIGHT) THE 
AWARD-W INNING ALTA FILM, "A 
PLACE UNDER THE SUN." Eye-catch
ing color an imation and an excellent 
script bring the story of the land title 
industry and its services to life in th is 
highly-praised 21-minute sound film . 
Prints may be obtained for $135.00 
each. 

Closing 
casts 
Alll V. 
P..mse 
OU 
ll8nle 

CLO SING CO STS AND YOU R PU RCHASE OF A 
HOME. A guidebook for home buyer use in learning 
about local closing costs. Gives general pointers on 
purchasing a home and discu sses typical settlement 
sheet items including land title services . 1-11 dozen, 
$2.25 per dozen; 12 or more dozen , $2 .00 per 
dozen. 

AME RICAN LAND TITLE ASSOC IA
TION ANSWERS SO ME IM POR
TANT QUESTIONS ABOUT THE 
TITLE TO YOUR HO ME. Includes 
the story of the land title industry . 
$11.00 per l 00 copies of the book
let. 

LINCOLN LOST HIS HOME . .. 
BECAUSE OF DEFECTIVE LAND 
TITLES ... A memorable example 
of the need for land title protec
tion is described in th is folder . 
$5.00 per 100 copies is the cost for 

this publication . 

LAND TITLE 
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YOUR HOME .. . HOW MUCH OF IT DO YOU 
OWN? An imaginat ive book let that exp lains the 
importance of secure home ownership and land 
title protection for the layman. Includes a mythical 
story of o home-buying family coiled the Myopias 
and uses clever illustrations to emphasize important 
points . $13.00 per 100 copies . 



FIRST MAJOR ''BREAK-THROUGH'' 
IN 25 YEARS 

IN REAL ESTATE TABLES! 

Your N·EW 
Hard-Worki~g 

G'I FT /_·r. 

FOR REALTORS! 
Created by Realtors 

for Realtors 

In addition to the conven

tional loan amortization 

payment tables, the New, 

200-page Realty Computer 

provides, in shirt-pocket 
size, thirty-six tables and 

checklists badly needed by 

real estate people in their 
daily transactions. 

You owe yourself an ap

praisal of the Realty Com

puter - one of the finest 

professional fact-finders you 
have ever seen. Your clien

tele will be asking for it. 

Write today for your complimentary copy 

PROFESSIONAL REAL ESTATE PUBLISHING CO. 
55 MITCHELL BOULEVARD 
SAN RAFAEL, CALIFORNIA 94903 


