r
II IDlllrtPv:
' ' J;,
1/ t

CJ

ll

Sharing can save you

abundle
l la\·ing Tl)l sd up and
maintain a joint pl:lnl s~· slem
can he a \·iabl<: all<:rnali\·e lo
your own computer sysl<:m.
:.;ol only does il ofkr lhe
hendils of automation ala
fraclion of the cost. hul our
research has shom1 lhal some
joint plant groups are re;tlizing
a sa\·ings of o\-er ~ 100.000 a
year as compared lo opera ling
their own manual plants.
\\'ilh TDI's joint planl
system e\·erylhing is lak<:n care
of by our staff. TDI personnel
set up and run the plant and will
e\'en arrange lo get lhe source
documents. Yet v\'ith all this
sen·ice you maintain control.
Plus with TDI's sen·ice.
open-order infom1alion is kept
confidential to each
participating company. whil<:
insuring l hat each company
gels the same high -quality
sen·ice. :\11 this al considerable
sa\·ings as compared to
maintaining your own pl;1nt -

and as lh<: numh<:r of companies
sharing lh<: plant incr<:aseslh<: cost lo ~:ach decreases.
T[)l's dkclin; pbnl
main lena nee sys l<:m prm·i des:
• Two-level, current, accurate
and convenient microfiche
indices to your title plant.
• Or a sin~le-level online index
accessible through your own
terminals .
• Low-cost capture of essential
document data with high
accuracy resulting from
extensive subdivision and
section validity checks.
• Automatic updating on open
orders with daily fallout
reports.
• A variety of searching aids
such as arbing in acreage
descriptions.
• Control of requirements and
services by participating
companies.
\\'ilh 0\·er forty counties
under maintenance in ten
slat<:s. TDI has the background
and expertise in the title
insurance industry lhal you can
depend on.

If fom1ing a joint plant
sounds interesting, call TDI loll
free at (ROO) 5~ 5 -8 5 26 , or
contact one of our branch
offices.

Title Data Inc.
1~n:J ~ltth Street
S;ml a ~lonic a . C.\ 9()/tOit
UI:l) X~9 - 71t ~:l

:\:litO So. l>oplar Sired
Suit e ~ 01
Dem·er. CO xon 7
~lOI

:\orlh ~llh Streel
:'-lilwaukee. \\'1 :J:l~:u
(li! lt) 27 6 -~ l ~ X
II X lJ~l l.:dgewood l~d.
.\uhurn. C:\ ~l :i b! J:l
!l) H1) x~:Hi h ~ o
100 :\o. Inleregiona l
Suite :noo
.\u~lin. T\ 7X701
( :i l ~) lt7X ·099X

T.1

·-

TITL€

Volume 62, Number 1

Title News is published by the American Land
Tit le Association, 1828 L St., N.W., Washington,
D.C. 20036. Te lephone (202) 296-3671.

Challenge And Change: New Sources For Home
Mortgage Finance

A'iSO('I'ATION OFFICERS

·u J
Thomas S. McDonald
Lawyers Title Group, Inc.
Sanford, Florida

Senator Richard Lugar

I
Donald P. Kennedy
First American Title Insurance Company
Santa Ana. California
I

I

james L. Boren, Jr.
Mid-South Title Insurance Corporation
Memphis, Tennessee
Richard P. Toft
Chicago Title Insurance Company
Chicago, Illinois
r

·t lr< and Title lnsuranc•:

1n
t .

n

jack Rattikin, Jr.
Rattikin Title Company
Fort Worth. Texas
ranee a"d
I

Gerald L. lppel
Title Insurance and Trust Company
Los Angeles, California
William H. Litt le
SAFECO Title Insurance Company
Los Angeles, Ca lifornia
Charles 0. Hon Ill
The Title Guaranty & Trust Company of
Chattanooga
Chattanooga, Tennessee

ASSOCIATION 'iTAFF
William). McAuliffe, )r.

v·,

I•

irs

Gary L. Garrity
vernment Rela!Jons
Mark E. Winter

V

.,

1

t

d

1i

Commenta ries-1982 ALTA Annual Convention

ration

David R. McLaughlin
Richard W. McCarthy

Specialization Or Homogenizatio n-The Financial
Institutions Of The Future
Leonard Shone

9

A Look At The Housing Industry And The Future
William Francis McKenna

9

Economic Outlook
Richard W . Kopcl.c;e

13

Decline Of The British Economy And Prospects For Recovery
lon MacGregor

14

Eastern Indian Land Claims-Throug h The Looking Glass,
Seeing Red
Allan von Gestel, Esquire

16

What The Underwriter And The Agent Expect
Of Each Other-1982 Version
Harrison H. Jones, Roger N. Bell

19

New Boys On The Block-A Look At Our Industry From
Inside And Out
Donald P. Kennedy, Winston V. Morrow, Richard P. Toft,
David C. Woodward

23

Training, Education, Diversification, An Abstracter's View
Of Title Insurance
Conn ie Wimer, John J. Roney, Thad Bostic, C. L. Hubbard, Jr.,
David F. Upton

30

What Are We Doing To Survive?
Phillip B. Wert

34

Washington Report
William J. McAuliffe, Jr.

William T. Fin ley. Jr.
Pierson Semmes Crolius & Finley
Canal Square
1054 Thirty-first St .. N.W.
Washington , D.C. 20007

6

35

Departments
A Message from the President
Names in the News
Calendar of Meetings

5
39
Back Cover

Can you afford a loss at today' s real estate values?

NO?
Then let 30 years of title experie nce work for you!

R. "Joe" Cantrell
"A title agent for title people"

ERRORS
AND
OMISSIONS
INSURANCE
Escrow Agents, - Loon Closers, - Realty Sole
Closers, - Abstracters, - Title Searchers,
- Title Examiners, - and Title Insurance Agents.

FEEL
SAFE
AND
SECURE

:liii!JH provides:
The BROADEST coverage:
The lowest rates:
Prompt and efficient service:
Coverage for prior acts:
Title experien ce and title knowled ge:
Title people to settle claims:

DON'T
TAKE
A
CHANCE

SERVES ONLY THE TITLE AND ESCROW-CLOSING INDUSTRY
2108 N. Country Club Rood
P.O. Oox 857
Musl~ogee , OK 74401
918·680-0166

Toll-free Number:
1-800-JJ 1-97 59
(Except Alosl~a . Hawaii, and
Ol~lahomo)

A Message From
The President

he National Association of Insurance Commissioners' approval in
early December of a model law including controlled business restrictions has
sel the stage for action in both Congress and state legislatures to curb the
problem. The NAIC model law, expected to serve as a basis for drafting
legislation in individual states, would
place an annual limitation of 20 percent of gross revenue on business re ceived by title insurers and title insurance agents from other real estate
professionals with ownership interests
in such organizations.
Approval of the 20 percent limitation
in Lhe NAIC model law demonstrates
the concern among state regulators
over anticompetitive controlled business arrangements. If controlled business is left unchecked , the inevitable
result will be less competition in the
marketplace and higher prices for titlerelated services.
This action of the NAIC should send
a signal to the lawmakers, the regulators , and the title industry that controlled business will be dealt with.
Many persons in our association deserve credit for this significant step.
Our Mid-Winter Conference will be
held March 16-18 in Phoenix, Arizona.
The meeting will be held at The
Pointe, a resort convention center in
the heart of Phoenix.
While attending the 1981 Arizona
Land Title Association meeting, I took
the opportunity to examine the facilities. The Pointe is nestled into 2,700

acres of protected desert scenery and
offers 582 guest suites (at reasonable
prices) and 30,000 square feet of meeting space. The environment is
architecturally exciting, intimate, and
relaxing.
The Pointe is a refreshing concept in
the resort industry. The resort was
built by an innovative Phoenix
development firm, and many extras
have been incorporated into the property: luxurious suites as the standard
accommodation ... pools with underwater music and swim-up bars ... a
nightly get-acquainted cocktail party
with drinks on The Pointe ... stocked
wet bars in the suites . .. and more.
The Pointe is located in the center of
the Valley of the Sun. Downtown
Phoenix, Sky Harbor Airport , and
Scottsdale are all only 15 minutes
away. The Pointe is strategically located, but secluded by the acres of
mountains and untouched land that
surround the resort.
Plan to take time out to attend the
Mid-Winter Conference and experience this truly remarkable convention
site.

--

/~

Thomas S. McDonald

Challenge And Change: New Sources
For Home Mortgage Finance
The Honorable Richard Lugar (R-Ind .)
Chairman, Senate Housing Subcommittee

s a businessman in Indiana, I have been
we ll acqua inted w it h the structure that
members of the land title industry bring to
our communities-no t only in professional
services but also in commun ity leadership.
That is cha racteristic of the industry throughout the United States of America. You have
come together at your convention not just as
title professionals think ing through those
things that are important in your profession
but as Americans interested in the future of
this country and in the future of our market
system, the preservation of property values,
the incen ti ves that have brought a high standard of living to our country, and a life-style
to which we have become accustomed and
that for many has seemed threatened in the
past few months or years.
For these reasons, our meeting is timely.
The issues are many. I shall not try to cover
them a ll , but I do want to zero in from some
genera l perspective about the lay of the land
as we see it. This is a time in which many
persons in our country are deeply troubled
about our economic future, clearly about our
economic present.
There has been a fundamental debate, and
I think a fundamental course change, in this
country's poli ti cs and economics. It came
with the election of 1980 and the accession of
Ronald Reagan to the presidency. His articulation of genera l themes did not create them,
but let me recite at least five things that it
seems to me that election brought to bear.
One of these was a desire on the part of the
American people for some degree of control
of federal spending-not reduction, but contro l of the increase. There are many persons
who would be in favor of outright reduction,
but that is generally not going to be feasible,
given the demands that we have placed on
ourselves, in promises to ourselves in the Social Security system , and a whole raft of programs of income support and a national defense policy that also came in with the
Reagan administration .
There is a desire for reducing the lax burden on individuals, partnerships, and corporations. There is a desire for a degree of de-
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regu lation , or at least less regu lation, of
business, ?late and local governmen ts, and
our personal lives. There is clearly a desire
for reducing the rate of inflation.
Clearly, there was a national consensus for
a stronger national defense. That might take
many different forms, and , indeed, the debate
goes on in a lively manner as to which weapons systems, and how much and on which
continents, and whether we shall be mobile.
Many people pointed out that at the outset
that it would prove to be impossible, to do all
five of these things. Some felt that it was ludicrous that we should try to con trol government spending and reduce taxes but, at the
same lime, increase the national defense and
change the basic guidelines for many of our
large businesses. But, nevertheless, the push
to do all those things proceeded. In retrospect ,
perhaps even the President wou ld admit that
the probabil ities of coming out whole in that
exercise were slim but , at the same lime,
there was a desire on the part of people to gel
on with it and to make some fundamental
changes.
Why did that consensus come? I would suggest-although people may not be able to
spell out all the economic theory-it became
apparent that 20 percent inflation and gusts
higher than that would u ltimately undermine most of our basic financial institutions,
most contracts, most of our promises to one
another. Twenty percent inflation, in essence, erodes through a very decisive tax
about one-fifth of all values each year at that
rate.
We have been through one sort of oscillation after another. I can recall , as most of you
can , the dramatic speech of President Nixon
on Augusl15 , 1971 , in which he came on on a
Sunday night and said, "My fellow Americns
we are going to freeze prices and wages." Fifteen different programs of vast controls were
placed on our economy. The American public
was frightened by inflation that had reached
4.5 percent, and the President was concerned
about that. Now, in each subsequent recovery, and in boom and in recession, and then
in recovery, the rate of inflation mounted

ever upward. Finally, under the last administration, the inflation rate went past 20 percent, and many people saw no particular
stoppers.
The structura l rigidities behind inflation,
cost-push aspects, are still there. We have
enormous weakness in commodity prices and
weaknesses, I suppose, in some fields in
which sales are very small. Two of these
fields come to mind, one of which is pertinent
to this association-that of houses.
Houses simply cost too much. Cars have
cost too much for a long time. For a while, not
on ly with houses but a lso with cars and bigticket items, if you assumed a 20 percent
inflation rate, you were a fool not to buy. Get
in at that point with leverage onward and upward. That certainly has been true in the
most graphic example of which I can think.
I'm an Indiana farmer with 604 acres outside
Indianapolis. As most people who have 604
acres. I've enjoyed a period of seeing on paper
my net worth go onward and upward. The
price of that land, we are told, has gone up in
Indiana between 1970 and 1980 by roughly
300 percent, and some people more euphorically will say 400 percent. Imagine that in just
a decade an acre of land out there taking on
those sorts of va lues. More millionaires in Indiana were created by sitting on farmland
during the last decade than by any other
method.
Now, the dilemma, of course, comes from
what the Wall Street journal would call "gogo" farmers. One farmer claimed to have
learned that at Purdue University in a twohour course-"go-go" farming. The thought
was to put as little money down as possible,
latch onto as much land as possible, and let
inflation take its course. In that process, land
isn't too high at all, nor are houses, nor are
cars, nor is anything if you go at that rate.
A 20 percent inflation rate was a matter of
fact, fairly mild in terms of many other nations in this world, and still is mild in
comparison to some for which there seems to
be no tomorrow. Bull finally came to a point
at which many Americans had a feeling that
this really could not proceed. One reason for

that feeling was simply that there appeared to
be a worldwide shortage of capital. Now,
maybe there is and maybe there isn't. Maybe
there is an excess of boom and not of confidence , but if we were to come to the heart of
the matter with regard to money for mortgages, money for houses, why very rapidly
we begin to touch the mainstream of whether
there is enough money on the face of the
earth to do all the things that we want to do
and to do them simultaneously. The age-old
answer is there probably is not. Human wants
and desires to escalate the standard of living
everywhere probably exceed our savings and
our capital pools.
Long before the Reagan administration
came along, there was discussion in this
country, about "How are we going to gel
peale to save more as opposed to spend
more?" In an economy in which there appears to be no tomorrow and you moved onwards and upwards with inflation, the desire
to save was diminished. In an economy in
which savings were taxed at a fairly high rate
of interest, so-call ed unearned income, there
were no particular incentives to accumulate.
In that way people spent. The money went
into land or into proprely or into something
that might take on that same inflationary
situation. So people lamented in our country
the fact that savings as a part of our gross
national product was to o small. People began
to fear, as a matter of fact, as the lhrea t of
Japanese and western European competition
in particular came to our basic industries,
that we had not been saving enough to modernize our facilities to become genera.lly
competitive, and we were falling behind olhe'rs. So all these things came to roost about the
same time, and they led to a thought that by
and large we had better try to get a handle on
our federal spending, and we had probably
better reduce taxes for two reasons.
One reason was lo offer incentives for people to save, invest, invent, and initiate new
procedures and modernize the equipment
they had. We ought to offer incentives to persons to become more productive. We ought to
make it worth while to work harder and to
risk more. Most of us who believe in a market
system believe that this is probably the way
you approach it. There has to be a set of incentives for people to make ra tion al choices
that will benefit them and th eir businesses.
Now, the dilemma of a ll this I suppose
came when we were in a recession, and perhaps we did not know it, and we were passing
the lax bill. The la x bill of 1981 is a very
important document. It offers tax cuts for individuals, depreciation-schedule changes,
investment-tax cred it s, and state tax
changes-a whole raft of things that are very
important, if you ever get to the promised
land having the money to invest and having
some pretty good projects in which to invest.
In other words, the potential for tax reduction
is there, but it assumes a situation in which
people are going abo ut the normal business of
inves tin g and producing and that they have
not always been doing so during the course of
the recession.
As a matter of fact, we have a situation now

in which the public psychology has changed
very markedly. As Fortune magazine pointed
out in a recent issue, Americans are, in fact,
saving more than they have been saving for a
while. Savings on a national level are rising.
Fortune makes the point that the balance
sheets of individuals are indeed a good bit
stronger than they were a year ago and certainly two years ago. Now, that is contrary to
popu lar wisdom-as one looks over the horizon, the news is replete of people who are
out of money and who are in dire straits.
The point is that the vast majority of
Americans have savings. What they have obviously been doing, to reduce it to commonsense levels, is that they have been letting the
old car run longer and have not bought a new
one. They have bought replacement parts and
tried to keep it going-ditto for the washing
machine and the refrigerator. They have not,
as a rule , been going on a spree of buying new
houses and refurbishing the whole thing. On
occasion , people have lacked another room
onto a house. They may even have sp lit up
either under the proper build ing codes or
without that cover into apartments where
additiona l members of the family are Jiving.
We have been very skittish about buying recently. We have been saving. We have been
assuming that prices might come down but
we're not sure that they will soon, and we've
been paying off our charge-card expenses as
opposed to going into abnorma l new credit
demands.
The same is true on the farm. Farm prices
are low. They will be lower as an abundant
crop of corn and soybean is harvested. As you
wander to the implement dealers, they have a
lot of tractors, but they are not selling them to
anybody. It's not that the farmers don 't need
them-normally they would have, in th e old
days. But now they are patching up the old
and making it do , and the new equipment sits
there. Ditto for automobiles, and now the
automobile companies are reducing their inventories. Take the U.S. Steel Mill Blast Furnace 13 in Gary, Indiana , the most efficient
integrated blast furnace in the country. The
mi ll has a computer that reacts daily to new
car orders. It's a hand-to-mouth existence.
There is no back-up of steel there.
This is a new phenomenon for this country,
and it has been a tough one because it means
that the turnaround is laking some time. As
the turnaround comes, and the mechanization and modernization we called for occurs,
the Chrysler plants, for examp le, in Indiana
will be employing half as many people as
they did before and producing slightly more
than they were before. We all fe lt that was
probably desirab le if we are going to bring
down costs and become competitive. But
what about the 50 percent of employees who
really have no chance of being rehired, upturn or not? What about the emplo yees of
International Harvester and o th er agricu ltural implement companies? And so it
goes across the board. What abou t the 15,000
people out of work at U.S. Steel? Half of them
may get back, but probably not more than
that, even with a very sharp upturn in the
economy.

In short, we began to do a number of things
that philosopher King said we ought to be
doing all along, that is, paring down costs,
saving, and using scarce resources in a more
efficient way. At a convention such as this 15
years ago, you might well have heard some
farsighted person fresh from th e Club of
Rome ta lk ing about the limits of growth, that
we might as a world run out of scarce resources, and that it was going to be touch and
go given the population explosion-not so
any lon ger. The market works, and at a certain price people stop buying. They simply do
not at an infinite progression of decisions go
off the curve.
But those are sharp changes, and they have
not been assim il a ted by all Americans. At
some stage they are , and the pain in doing so
is substantial. I would simply say to you, I
believe , that we are entering a healthier
economy. I am certa in that we will be more
cost conscious. It's a frugal economy. We're
saving more and the incentives to work
harder are there, but th e lu rna round process
is going to take some time , and most Amer icans know that. This is why the President
says, "Stay the course."
Politically, the opposition is not suggesting
a full-blown alternative. The opposition is, in
essence, saying that times are bad and unemplo ymen t is doub le digit. The dislocation
of farmers is intense, and property values in
real terms are going down. The opposition
would say, "Vote for us because these people
have created some problems for you." In my
judgment, that is a less than satisfactory problem for an organization, because you simply
don' t have at this point a full-blown theory of
how else we would replace it. Now there
could be some theory coming along the horizon. In the event that there is a full-b lown
alternative in essence to what Reagan and the
Republicans in the Congress have been saying, it is very likely to come down to very
massive federa l government intervention in
the economy. Many persons suggest a Reconstruction Finance Corporation. Many suggest
massive infusions of capital in selected industry, with government making the capital
allocation decisions and beefing up those
things that are seen as vital to our country as
opposed to those thin gs seen as not vital.
Now, I would be reticent ever to support such
a thing, and I think most of you would be too.
I think it is important to see what the alternatives might be.
At present, they are not being articu lated.
What is being articulated is, in essence, a certain harping about how times are han;! , and
indeed they are , and the question is whether
we should have proceeded in this way at all.
Now, the dilemm a for those of us who are
involved in housing, in land, in real estate ,
and in any thing touching upon this, I think,
comes down to thi s. In the past, there were
some institutions in our society that saw
housing as a prime target for investmentindeed, as a high priority for all Americans, in
terms of their life-styles and aspirations. For a
long time , the till of tax law and of much
administrat ive law has been toward th e
presumption th at a high, if not the first, priorTitle News • January 198.3
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ily of domestic policy ought to be adequate
housing for all, and beyond that, individual
horneownership for a vast majority. Now, the
question is "Is that still a national goal with
the same strength and force as it has been?"
Critics of the current administration have
said that this is an administration that is
antihousing. They've suggested that this is an
administration that in its heart of hearts saw
modernization of basic industry as the highest priority with the use of capital. I think
most spokesmen for the administration have
said that charge is unfair. It is not an antihousing administration, rather it is one in
which housing must compete on a level with
all other groups seeking capital. That, if true
of course, would be a sharp change from a
situation in which housing was clearly given
priority.
Now, as a matter of fact, the market has
taken hold. It's taken hold with regard to the
Indiana farmland situation that I cited. If, in
fact, my acreage went up by 300 to 400 percent in 10 years, it has come down mighty fast
in the past two. Indiana has been an abnormal
victim of this, and I appreciate in a sophisticated group of this sort that each of you has
different estimates per acre in each state,
maybe in each county, of this great country.
But, at least in the Hoosier state, the estimates
of the agricultural credit people are that we
had a reduction of land values of about 13
percent-maybe higher than that in 1981 and
in 1982.
That really throws some clinkers into the
gears, especially so if you zip up in "go-go"
farming, highly leveraged transactions for 10
years, and you have a lot of people heavily
extended, many of them young, farmers who
were ambitious, who tried to get a hold,
bought some farm machinery in addition to
land for relatively little money down and the
equity and the balance sheet figures go very
positively for a while but then suddenly in
two years one-fourth of all of that is gone.
Then you have some problems, and indeed
the credit available for the purchase of farmland , in some cases, is hard to come by.
Many country banks and many that are not
country banks are looking very skeptically at
that whole procedure. Most, as a matter of
fact, are in the process of granting leniency
and trying to work out with the farmers what
could happen. In two counties that I visited
there's hardly been a farm transaction for the
last six months. On the one hand, no one
wants to sell land, having an idea that it is
probably worth twice as much as in fact it
would bring in a distress sale presently, and
almost no one in the county has any money
with which to buy it, or the ability to borrow
the money to buy it. Which is pretty much of
a standstill in terms of transactions, and
bankers are hopefully waiting for the crop to
come in so they can work out very difficult
situations.
Strangely enough , the consumer price index continued for a long time to register a
gain in terms of housing cost. The cost of living kept rising, the housing components rising along right with it, even though almost
everybody involved in real estate knew that
8
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the real value of most properties was in decline. There is in the indexes, apparently, an
inability to get into creative financing or to
try to begin to measure what different sorts of
interest arrangements and buybacks and all
the rest may mean. Nevertheless, for those
who are involved in the field it may mean
less. In most cases, the losses are sitting there
and, in many cases, they are growing.
This, of course, is a distressing situation
with regard to capital. This has most recently,
and graphically, been illustrated in the long
debate we've had on the banking legislation
that has taken two years to proceed through
the House and the Senate and the major focus
of which initially was to bail our the S&Ls in
this country. Now, the facts of life are that in
some months of this past year I am advised
the savings and loan institutions' net input of
new capital into the mortgage markets was
zero, in fact, a negative figure. They were so
busy-they were trying to stay alive-so
busy in trying to find new powers and new
authorities and new sorts of business that
money might be invested at a higher return
than they were getting with mortgages, that
the mortgage business not only fell by the
wayside but, of course, became a national
catastrophe. It almost took down, or would
have I suspect, in due course a third or a
fourth of all the thrift institutions.
In the past, we relied on the thrift institutions for mortgage money. The point has been
made that, in the future, we may not be able
to rely on them for that much. Indeed, unless
they have adjustable rate mortgages, or something that at least gives them an equal shot at
the flexibilities and the ups and downs of the
market, the possibilities for having those capital infusions are not there even in the future,
apart from the emergencies of the present.
Therefore, the question for us, if we do
want to have this American dream of individual horneownership and the availability of
money, is where is the money going to come
from? That is a fundamental question that
comes back to where we started; that is, we
try to guage how much of a capital pool there
is in this country and in this world . I say in
this world because in the event that other
countries are willing to pay a higher rate of
interest for capital , a lot of money is going to
flow to those countries. That has been the
common complaint of many western Europeans against us during the past three yearsthat high interest rates in this country have
drained capital from those countries into our
banks. It may have come for reasons of safety.
It may have come for reasons of facilitating
many transactions . But we are going to be
locked into a situation in a way in which we
are interconnected with the world's desire
for capital.
The thought goes out now from most meetings such as this for the next great source of
money, now that the savings and loans have
depleted their possibilities. There are pension funds, and indeed that's right. There is
all kinds of money being piled up in pension
funds around the country, and in the past
many pension-fund managers were under
great constraints not to become heavily in-

volved in real estate and especially in mortgages. People have seen this corning, and they
have begun to try to devise instruments that
would make it easier for prudent pensionfund managers to invest in the real estate
market. I think we are some distance from the
ideal vehicle, but my guess is that it will have
a fairly similar form to a government bond or
to an industrial bond or to something at least
that is marketable in about the same sort of
way as our other securities. They may be
packaged in a way that makes it possible for
somebody to claim prudence, to have ratings
that go across the board as we have on almost
every other kind of security of that sort.
In such a form, housing bonds, that's what
they are, are going to be competitive with
bonds for steel companies or for automobile
companies or for anything else too. In other
words, if in fact the market works and people
make choices looking at yield and security,
housing becomes another industry, albeit a
very large one and a very important one,
along with all other competing sources of capital , including the demands of the federal
government to pay its debt.
Now, how housing will fair in that cornpetition is, l think, the essential question. I
suspect that there will be pools of capital, and
they will never be adequate for all the desires
of the American people. Interest rates will
reflect that. What people will I suppose want
to argue at some point is "Should housing
securities or housing money once again take
on a status of preference and , if so, how do
you change the market or the tax code or the
lax regulations to bring that about?
Now, it is not an insoluble problem, but it is
a question that really has not been debated
recently. We carne as close to that kind of
debate this year with my ill-fated housing
bill. The plan was to spur housing and help
solve the unemployment problem by reducing interest rates with a growing equity mortgage for new horne starts. The thought was
that as the houses were sold the governmental subsidy would be repaid to the
Treasury. The idea was that all these houses
had to be built in 1982 and that they would
provide jobs for 700,000 people, building the
houses , and in washing machine factories
and in refrigerator factories and in all the
auxiliary institutions. Given the status of the
economy, it was our feeling that unemployment would decrease and, as a matter of fact,
a good number of businesses would be stimulated in a healthy way so that more income
carne into the federal government and the
deficits were decreased.
I think it was a good idea, and it passed the
Senate five different times in various forms
and challenges , and the House of Representatives likewise. It reached the President's
desk. In the half-hour conversation I had with
President Reagan in the Oval Office on the
question , he raised some valid points, one of
which was "If you do this for housing, won't
there be demands on the part of others?" This
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McKENNA: I agree with Leonard Shane on several of the fundamenta l
points he made. Housing is a priority and must remain a priority. This
is a serious time in wh ich the very structure of the constituents of the
housing industry is itself threatened.
This situation is not by design. Its origins are very much as Shane
said: excessive governmen t expenditures over the past years, possibly
since the mid-1960s. The effects have been on the whole economy, not
just on housing.
As you know, I have no portfolio from the administration; I am not
on the payroll at all. I speak only for myself, but I will answer as to
wha t my belief is as to this adm inistration's philosophy on housing.
I can do it specifically from this point of view. The President had
been in office four months when he appointed the Housing Commission. There are 30 commissioners. Wi thou t exception , everybody is
oriented toward housing. Most commissioners believe in a priority for
housing. We are from various elements of the housing industry. We
were instructed by the President "to seek to develop housing and
mortgage finance options which would strengthen the ability of the
private sector to maximize opportunities for home ownership and to
provide adequate shelter for all Americans." These are pro-housing
words. We look them literall y.
The President was obviously right in starting with a study of the
overall problems of housing. His request was for a blueprint, for a
reference book , for a basis for a national housing policy for this administration. We gave him a final report last April. He received it with
enthusiasm. I believe he's on the right course.
It is no t housing alone that is the problem. You don't look in a
stagnant pool with no oxygen for a lively trout. Housing in the economic situation that has prevailed in this country could not prosper.
We have to look to the basic situation itself. The first thing that has
to be done is to reassert fiscal responsibility. The word is getting
through that this country, the adminis tration, and both houses of
Congress are indeed determined to do something about the basic
problems of fiscal and monetary disarray and industrial decay.
But there is still no point in the future that you can point out to
where we will have a substantial reduction in the deficit. Even that
wou ld be a long distance from predicting the point at which our
revenues will equal our expenditures. In this light, inflation and interest-rate volatility have been natural and normal. These are the
constituent causes of the problems that housing faces today.
Who is willing to put his money on the line for 30 years if he thinks
he 's going to gel back dollars that are wor th a frac tion of the dollars he

Mr. Shane is chairman of the board and chief executive officer,
Mercury Savings, Huntington Beach, Calif.

Mr. McKenna is chairman, Federal Home Loan Bank, San Francisco, and partner, McKen na, Conner & Cuneo, Attorneys, Los Angeles, Calif.

SHANE: I am traveling the country with a message. I have traveled
close to 150,000 mi les domestically in the last 15 months. I don't
become the chairman of the U.S. League until next month, when I am
told I will do more than 200,000 miles, speaking throughout the country in the next 12 months.
I would like to share with you some observations. These will hit
home to some of you here. Most of the states that I visit feel that they
are in worse shape economically, as a state, than other states. One of
the things that is very apparent to me is that there is a growing malaise
in the country, and much of it stems from a feeling that we are in an
unknown, uncharted, perhaps even undescribed, area. It's not just in
our industry, which is housing and home finance in the private sector,
and related industries, but it's in others.
A few weeks ago I had the oppo rtunity to address the Michigan
Savings & Loan League . When I finished my remarks, I heard applause
in an adjoining ball room , and out of curiosity I went to see who was
meeting next door. It was the Michigan Automobile Dealers Association.
I went down one more ballroom and there was the Michigan Automobile Parts Manufacturers Association. All three of these conventions were making the point that their industry was under a terrible
economic pressure and were perhaps considering how to survive
these terrible limes.
The day before yesterday I was in Oregon. In Oregon what you hear
and what you see is that the slate is confronted with an incredible
economic disaster. A few weeks before, I was in Florida, and heard its
problems, and in Nebraska. Colorado is not so bad. The New York
League met in Hershey, Pennsylvania , a few days ago. I was there
listen ing to their problems and discussing the phenomena with them.
It has become apparent to me that the time has come for us, and I
include all of us, not just to compare notes, but to start taking a
broader, more intense view of what is rea ll y going on.
I am sorry to have to report to you that the overwhelming majority
of executives that I have spoken with, as it relates to housing and
construction, look at the narrow parameters of their own industry, of

Title News • January 198.3

9

paid oullo the borrower, and interest rates that may be below his cost
of money while the loan funds are still out? Now, al last, there are
signs that the money market is beginning lo believe that our government does have a commitment lo the basics necessary lo make housing a going industry again.
The inflation index is way down , but some people still doubt
whether il will slay down. Confidence that we will achieve a permanent reduction in inflation and lower interest rates for a long spell
isn't quite here yet, but this is the direction in which we are going at
this moment. But we are gelling closer.
In the meantime, however, while inflation has gone down , and
general business activity has dropped and unemployment has risen ,
business corporations have been caught in a squeeze. Borrowing costs
have remained high even after business became poor, and many of
our national corporations are in serious trouble.
Housing has to live with the general economic malaise , because
housing is part of the general economy. But housing in the post-World
War II era has repeatedly led recoveries at this stage of cycles.
Not long ago, people were buying houses as much for speculation
and lax shelter as for a place in which lo live. This practice boosted
the cost of existing housing lo different degrees in different parts of
the country. At the same time, the cost of producing a finished house
also rose. Speculation brought to a fever pitch the bidding for existing
houses so that prices went beyond what people were both willing and
ab le lo pay for sheller alone. We had the drop in housing construction,
the drop in housing sales, high interest rates, high cost of production
of new housing, and high prices. Added together this meant stagna ti on
in the whole industry and with illhe end of the housing boom.
Now, more recently, a coup le of factors have been added. The purchaser of the house can no longer be confident thallhat house is going
to be worth a great deal more in future years, and he is beginning lo
worry about his personal situation. Am I going lo have a job? Even if I
have a job, will my pay build up sufficiently so that! can lake on this
balloon payment loan w ith confidence it will be refinanced al the end
of the term ala rate that! will th en be ab le lo afford?
But even with the federal government sponging up huge amounts of
credit, we have no money crunch. With inventories not disappearing,
with consumer credit not expanding al its usual rate, with business
prospects appearing dismal and inflation down, the downward pressure on money is increasing. Low interest rates normally stimulate
home building, home lending, and home sales.
So, by normal tests , better days do appear to be ahead for housing.
It is now lime lo remember that secondary financing and balloon
payments have in the past been condemned as archaic. Nothing that
has happened, except the unavailability of other financing, has made
these home credit me thods desirable. The fact is that the sins of
creative financing will require great effort in th e next few years lo
avoid excessive foreclosures and genuine hardship among those who
bought homes on these bases. I am, however, increasingly confident
that th e drop in interest rates and what! expect will be a greater flow
of funds into the thrifts will greatly moderate this situation.
We must recognize that judicial decisions, particularly some retroactive ly outlawing the due-on-sale clause, and some legislation in
different stales have created doubt as to whethe r the rule of "sanctity
of cont ra cts freely entered into" applies lo home mortgage lending.
Such doubt must be eradicated in money circ les generally. Otherwise,
an excessive premium may be necessary over the long pull for home
financing.
The thrifts have been locked in by the combination of their income
from fixed-yield loans in their portfolio, on one hand , and volatile
money costs.
These associations are not merely fundamentally sound. If you
compare their loans with th ose of any othe r ex isting financial institution , they have the greatest security and the greatest confidence that
the principal amount of those loans will be paid back. We should
remember that. Home loans are sti ll th e soundest, from the point of
view that the principal will be repaid , of almost any type of loan.
While we are saying all this , we have to remember that another
spectrum of the lending world has taken over the front page from
home financing. That's the question of the huge debt that is owed to
the free-world banks by the Third World. The effect of this on the
economy gene ra ll y, and specificall y on housing because it is part of
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the economy, can be eno rmous. You have not heard the end of this,
and this is itself one of our major problems.
It 's going to be solved. All these problems are going to be solved. But
they are going lo be solved because this country, both domestically
and in its foreign affairs, both government and individual businesses,
banks, savings and loans, every other element of our economy, has lo
get tough again.
We are in the city that is the capital and the focal point of the history
of th e Yankee trader, a tough business man-one who knew what he
had to gel, and who drove a hard bargain. It's well that we are here
be a use , unless we get back to that scheme of things , we are indeed in
for a much longer period of trouble than we need have.
In the midst of all this , as I say, the President gave his Commission
on Housing a mandate to come up with a basic housing policy for this
administration, a blueprint for the 1980s, for the construction of housing, for th e availabi lity of housing, for the institutions that specialize
in housing, and for the de livery of funds for housing. We gave him that
report. It's done in detai l, with the labors of 30 persons who spent their
lifetimes in housing, who are dedicated to housing, who know their
fields, with a staff of experts, with good scholarship.
The report does not lend itself to painting with a broad brush. It sets
forth alternatives for th e President, which is what he asked for. Not
that we gave him a whole bunch of dissents and supp lemen ta ry or
additional views, rather we worked into the text to the satisfaction of
every one of those 30 co mmissioners, and all the diverse groups that
they represented, language that the proponents and the antagonists of
each option agreed was a fair statement of it. As the President reads
th e report and goes through those options, he will have our views
fa irl y presented of the pros and cons of housing issues across the
board.
In no other way can this situation that we have be solved. It must be
done laboriously and in detail, so that each part is consistent with
every other action and under a general plan.
Behind it all, and all through it, we have to go beyond housing. You
cannot have a satisfac tory housing program unless you have fiscal
responsibility in this country. You can't do it unless there is monetary
stability.
You can't do that unless you have confidence that this country will
at some lime bring its fiscal affairs under control, unless we have
general recognition of the facllhat we cannot consisten tly print more
dollars than we receive in revenues and unless the whole world
community recognizes that we have controlled inflation-maybe no
inflation al all, or the Eisenhower standard .
We must also have a stable interest rate and cost of money on which
we can rely for some lime. We had all these elemen ts after World War
II. We hav e to achieve something reasonably approximating that if we
are going to have the housing that our people need.
The Housing Commission s taled these and other basic housing
premises. One of them is that the government of this country has a
continuing responsibility to be concerned with the housing needs of
the poor. That, too , is part of the report. The President has since
publicly endorsed this co mmitment of his administration lo housing
the poor.
In the commission's report , we talked in terms of the need to revise
the system for providing for the shelte r needs of the poor. We talked in
terms of th e excessive cost of the system per unit of housing that has
been in effect in the past, namely, a quarter of a trillion dollars already
com milled aga inst future budgets , beyond the power of future Congresses and future Presidents lo do anything about, for which your
ch il dren and grandchildren are going to have to pay, because of this
program of building in which the federal government has involved
ilsel f.
How successful has it been? Section 8 New Construction has produced marvelous accommodations for a tiny proportion of the people
who are equally deserving. Each year, the cost goes up , and the number of persons taken care of goes down. Adequate housing could be
provided for the same number of persons at half the cost by giving the
money to the people who need illo gel their own rental accommodations . The federal government can't compe te with the committed entrepreneur who is trying lo build for a profit. It lakes a tough entrepreneur to do that. No government in th e world can do il, unless
maybe it 's the Russian government with slave labor. We can' t do it.

So we recommend , with exceptions, that the federal government gel
out of the business of building houses and give the money to the poor
people lo supp lement their ordinary income lo buy the kind of housing they can afford . all instances meeting certain minimum standards.
That has lobe done because we cannot afford lo build accommodations for what il costs th e federal government to build. As a maller of
fact , the housing for the poor that the federal government builds
under Section 8 New Construction costs as much or more th an 94
percent of comparable priva tely constructed apartment units in this
country.
Even when you remove the waste necessarily involved when the
Uni ted Stales government builds units, even when you take that out,
the housing is in the upper 84 percentile of all housing of comparable
nature in this country.
Now, I am go in g to address deregu lation . Our stud ies indicate that
one of the greatest unnecessary componen ts of th e cost of housing in
this country is in fact the unnecessary regulations , the delays in the
processing of permits , the number of permits that have to be obtained ,
the zoning res trictions-a ll th e way up lo federally imposed regulalions.
All of these restrictions together add very substantially to the cost of
a finished home. This is a very basic problem rai~ed and discussed,
and with respecllo which recommendations are made , in the commission's report. Ear ly in 1983 I expect you wi ll see a determined national
effort to eliminate regulations that unnecessarily add lo the cost of
producing a finished house in this country.
We make recommendations lo facilitate home ownership on a
broader base by people who are not now able to afford homes. We
discuss in great detail what should be done lo provide ample funds for
housing in the rest of the 1980s and this century.
We have detailed recommendations. Many of them go to a great
exten t to the secondary market. Your involvement in that, of course,
is critica l. 1 have no doub llh al a substantial ly increased amount of the
housing funds that are available in the rest of this century wil l come
from the secondary market , which means that there must be gross
improvement, nol only in the instruments used , in th e means of
marketing, and in the packaging but also in the confidence in the
sanctity of the loan contract. As I said before , we must give confidence
to a purchaser who knows nothing about the making of the loan,
confidence lo him that in fact he is getting what he had been told he
was going lo gel.
Your role there is going to be a critical one and a much larger one
than it necessarily has been up lo now. Related lo that, of course, is a
less important question , bu t one that has lo be faced. That is the
relatively frozen position of the equity lhal a person has in his home.
When a homeowner wants lo borrow $1 ,000 or less, he's often in no
better position than somebody who has no home.
This is being faced by many of you here. We will require some
restructuring of lien laws. There must be a somewhat different approach on the part of lenders and title people, so lhal in fact this
additional lending can be made without costs that now attach. I've
heard that some of you are in fact giving title po licies that cover creditcard purchases. If so, a new area has been opened up.
I have confidence in 1983. I have confidence that the basic problems
of housing will be directly faced beginning very early in the year. I had
confidence in the 1930s and the 1940s when we were working out the
formal of the housing structure, the statutory structure , and the regulatory structure that persisted until the last few years. That confidence was well placed. It is within the ability of humans to plan in
th at manner. We can in fact do again what we did in the 1930s and th e
1940s, structure a means for the delivery of housing funds, for the
construction of houses on an economical basis, for the delivery to the
people who need housing.
We are capable of that intellectually. We have done it before , and
we are doing it now. The commission's report is not an idle piece of
paper. Those of us who were involved in it before believe that we are
at the initial planning stage of doing il again.
As Leonard Shane said, the single-pu rpose lender has a difficult
problem today. But th e thrifts are going to come through healthy and
revitalized. They will become once again , and remain, critica ll y important providers of huge sums for housing. These sums must be
supplemented from other sources. We must use devices, as for exam-

ple , a mortgage-interest tax credit, to gel money from other sources.
We must find a way lo recapture those funds, which in th e past went
to housing, which don' t go in the same relative amounts now, particularly, the long-term savings of the American people. Once those savings were under the control of the family, and they went to your local
thrift, which lent them out for housing. Now, they are under the
control of pension funds , sometimes huge organizations remote from
the community, with no motive to put them back in the housing of
that community.
In fact , there are many disincentives against pension funds investing in housing. When the commiss ion reported this to the President
last October, his instructions to the Sec retary of Labor were that these
obstacles be removed .
Progress has been made. as you all know, but we have to go further.
Pension funds, if they are going to continue to accumulate more of the
basic savings of this country, must to a certain degree go into housing.
The disincentives lhal make il difficult now for the operator or the
trustee to pul that money there must be eliminated .
Again , I expect that you will see some surprising developments in
the first pa rt of next year, let alone through the year, in which these
problems are attacked based on the genera l outlines of the commission's report.

SHANE-continued from page 9

the mechanics of the day-to-day operation without any rea l view of
what this tremendous systemic change represents. I want to address
that question with uller candor.
There are two philosophic positions. There are, of course, many
takeoffs from each of them. But basically there are two philosophic
positions rampant in our country today-rampant without being
widely publicized and totally identified. Part of that is because of the
press. Respected as it is, incisive as it is, the press has complete ly
missed the story of what is transpiring because it is too complicated in
its largest sense and too episodic in its narrowest sense.
We are in a period of time now where th ere are two philosophies at
play. Depending on which of these you accept, nol as land title people,
nol in my concern as a savings and loan executive, but depending on
which of these you accept philosophically as an American , will be
your reaction to what I am going to say.
The two positions are these:
One, home ownership in the private sector, th e "American Dream,"
is of great importance socially, econom ical ly, and politically for the
future.
Two , the other position is one which is 180' reversed from it without total identification as such , that is, the position that housing,
particularly new housing, but housing as the American dream , housing as the manifestation of the great socio-economic phenomenon is
indeed , not a top priority a t this lime.
Most people believe , correc tl y, that this nation, particularly since
1933, with the passage of the Home Owner's Loan Act, has had a firm ,
aggressive , planned commitment to making the United States into a
nation of homeowners. You know beller than anyone what has transpired.
In 1933, less than a third of the American people lived in or on
properly that they owned; that included small farmers. By 1980, as a
resul t of th e most successful planned programs, that one-third had
grown to more than two-thirds , and of course the small farmer had
generally disappeared.
We have become a nation of homeowners. Perhaps that explains to
some degree why we have had more political stability and less revolution than any other nation in the Western world. Because the American people own a "piece of the action."
For that national housing priority not only lo disappear but to be
aggress ive ly downgraded is in my judgment a terrib le decision for thi s
nation lo have taken without public debate and without a braod
awareness on the part of the people of this country.
There are many people who really believe that this current cycle
that we are in-longer and more intense, with interest-rate waves that
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are more extreme-is similar to all other cycles and that it will end as
the other cycles have ended with an incredible housing boom. Nonsense, that is not going to happen .
During this cycle, the delivery system for housing and home finance, and I include multiples and apartments, has been changed. I
hope that it is not irretrievable.
I hope that we have not gone through a phenomenon that has led, or
is leading, to a conclusion that changes a major social and political
orientation of this country without a national debate, without a
consciousness on the part of the American people.
I am going to deal with that very specificall y. Everywhere you go in
this country, there is a major industry oriented to housing other than
the con tractors, builders, financiers, and insurers. That's my relationship to the Oregon comment of a few moments ago. The facility for
providing the building materials is being dismantled. Not just shut
down, mothballed , and la yoffs-literally dismantled.
The factories that produce plywood in the Pacific Northwest are not
just shut down with layoffs; in many cases the equipment has been
scrapped , and the people who work in those plants have moved elsewhere. It is for them a hopeless economic situation.
In many parts of the United States, the small builder, the independent builder, the one who has to do infill in urban areas or it isn 't
going to happen , has left the business. He will not be back. Part of that
delivery system includes some of the most skilled artisans, journeymen, plumbers, carpenters, masons, and electricians-t he people who
had to build the houses with their hands. Houses don't come out of
machines; nails have to be driven ; walls have to be erected. The most
skilled journeymen have said: To hell with it; I am not willing to be
unemployed three or four months of the year, or two years out of
every five. If I'm a good carpenter, I can be a good machinist and can
be just as unemployed. At least when it comes back I'll work year
round.
The materials, the developers, the builders, the artisans, and those
that are most visible, are diminishing. The industry from which I
come, the financing industry for housing and home finance , in the
private sector, is being forced into other areas.
We have created in 50 years a delivery system for housing in this
country that is the envy of the world. It wasn't broken, so we set out to
fix it. I suggest to you that th ere is a magnitude of activity going on by
virtue of the implementatio n of the second of the two philosophies
that I described.
We hear cliches, and under the cover of those cliches the basic ideas
are not being discussed. (I must tell you that I studied semantics, when
I was in college, under the world's preeminent semanticist, S. I. Hayakawa, U.S. senator from California.)
What I learned, and what others learned, and many of you have
learned over the years is that is you can devise a catch phrase, a cliche
to advance a position , you don't have to argue or discuss the merits.
Sometimes cliches take on lives of th eir own. In this crazy phenomenon that we are experiencing now nationally, we are seeing some
catch phrases or cliches that I believe are destructive to our system .
"Deregulation ."-deregulatio n of airlines, deregulation of trucking
companies, deregulation of financial institutions-d eregulation. On
the surface it sounds wonderful, because if we are talking about the
elimination of oppressive regulation , overregulation , a needed regulation, red-tape regulation , we're all supportive.
When you leverage from that to a concept of deregulation for its
own sake you are leveraging into very dangerous ground. Because
regulation really means the ability, and the actions, of our society to
protect itself and to accomp lish its goals. Deregulation has taken on a
life of its own.
"The level playing field," has taken on a meaning of its own. It
doesn't really mean a darn thing.
"Homogeniza tion" of financial institutions-t hat 's the nominal
subject of my remarks today. It sounds great. Everybody competes
with everybody for everything. Does that satisfy the needs of the
people of this country?
I want to tell you in all candor that I insisted that I be introduced as a
housing activist because I sincerely believe that homeownersh ip, the
American dream, is critical to the continuation of the institutions of
this nation. I do not believe at all that we can set aside such a major
hope and aspiration and, yes, an expectation.
12
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A whole generation is coming into the marketplace, educated ,
articulate people, who are going to react politically when they find
that dream may not be available to them. It will be a political and not
necessarily an orderly reaction . That's one of my concerns. One of my
concerns is, very frankly, that we must deal in an orderly fashion with
the institutions of this country that are important to the people of this
country.
How did we get to where we are? Let me recount just a little tiny bit
of history. During the 1930s, 1940s, 1950s, and almost into the 1960s in
the United States, we were fa ced with enormous social problems.
They were depression oriented. There were many different social
problems.
The government of th e United States turned to the campuses, and
I'm not anticampus, and turned to the academic sociologists, who
previously had bee n reporting phenomena and dealing in statistics in
attempting to define phenomena.
For the first time we turned to the academic sociologist and said,
" Come to Washington. Address our social problems; Assist us in making policies, and create programs to resolve our social needs." They
did. They came to Washington and they created some tremendous
social programs.
The on ly trouble is that many of those social programs were created
without any consideration whatsoever of the economic ramifications.
As a result, we put into place some social programs that really did
their job but also subsequently created economic problems that are
horrendous and overbearing and in themselves threatening.
So, in the last decade or so we said, "We're going to do it better." We
went back to the same campuses, and we found another group who
also were reporters and analysts, and textbook writers, even prognosticators with one or more hands. We turned to the academic economists.
We said get us out of this mess. Come and analyze our problems in
the economy, and let's overcome the difficulties that the sociologists
put us into.
We have indeed in this country brought to positions of great power
the academic economists, and we have made the mistake again, because they have neither concept nor interest in the social consequences of the programs that they are instituting.
It is only two weeks ago that an economist was newly appointed as
the President's chairman of the Council of Economic Advisors. In his
confirmation hearing, he said in response to question: "I do not believe in the priority for housing. I do not believe that we shall allocate
capita l and resources, I do not believe we have capital to allocate to
housing in the next decade."
It 's not a revolutionary position. Tony Downs , the economist at the
University of Pennsylvania, said that six years ago, as we began to
steer capital away from housing. Ladies and gentlemen, this is my
point: This nation without public debate has undertaken an enormous
policy and emphasis shift. I don't want to say it was done surreptitiously because that implies a conspiracy, but we have done it.
There exists a series of actions that when identified in the collective
nature , when identified with a bigger picture, when identified with a
national move, a national change of emphasis, becomes clear.
The first thing we did was begin reallocating capital away from
housing, saying that we can no longer afford in this nation to have
specialized financial institutions. We are going to homogenize financial institutions.
All this happened while some of the financial institutions were
und e r great stress and the stress resulted from their having pursued
the required mandate for many, many years. Suddenly the game was
changed.
I want to assure you that the savings and loan industry as an industry is not only going to survive, it's going to thrive. The question is
" What's it going to look like in terms of the services it delivers?"
This past week a bill was passed by the Congress of the United
States. I would assume the President will sign it very shortly. It will
give us the authority to broaden the areas in which we do business
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ntil recently, the press has blamed high interest rates for
obstructing the long-hoped-for recovery-particularly for
construction, for autos, and for other big-ticket items. Now that
lower yields appear to be at hand for a while , the press reports that
few signs of recovery are evident and that experts say we should
not expect too much from the recovery when it comes.
I would like to clarify some of the issues surrounding the forecast
-issues that dominate discussions both in Washington and on the
hustings. I wou ld also like to leave you with an equivocal forecast.
There is now no sign that a respectable economic recovery has
begun. Retail sales, business investment spending, private housing
construction , and other sensitive indicators at best give us hope that
the recovery will begin sometime soon. By recovery, I mean the
strong growth that significantly improves business conditions-the
strong growth that matches the expansions we have experienced in
the past recoveries. For example, the average rate of growth during
the firs t year of a postwar recovery has been almost 7 percent a t an
annual rate. I th ink people now shrink from the prospect of 7 percent growth. We have been so accustomed to fighting inflation that
our prospective recovery promises at best something like 3 or 4 percent growth.
No recovery right now means that short-term Treasury yields
will remain low for a while. These yields should vary between 8
and 10 percent. No recovery now, however, does not necessarily
mean low long-term yields. Unless the consensus forecast of inflation for the 1980s is 5 percent or less, long-term Treasury yields
generall y shou ld remain above 11 percent.
After the recovery begins, I expect short-term yields to rise back
lo 10 or 11 percent. I expect long-term yields to rise to 12 or 13 percent. My forecast is of minimum Treasury yields. If we gel a good
old-fashioned recovery of 7 percent growth, or if inflation averages
more than 6 or 7 percent next year, the yields will be higher than I
predicted.
I am afraid that the recent rally in the bond market will not lead
lo big reduc tions in the mortgage rate. The biggest decline in yields
has come in Treasury bills , commercial paper, and other short-term
securities. Al though Treasury bill yields have fallen 5 percentage
points, corporate bond yields have fa ll en much less. There has been
a flight to quality. Evidently, many investors prefer the security of
Treasuries now that bankruptcies seem to be common.

T

he yields on mortgages may continue to exceed the yields on
comparable corporate securities. The housing market still depends on thrifts, and thrifts are losing money beca'use the yields on
their existing mortgages do not cover the cost of doing business.
Thrifts are looking for profits. There are two ways of gaining profits
today: earning high yields on new mortgage loans, or seeking other
loans, if necessary, to obtain high yields.
Life insurance companies and other secondary buyers of mortgages make up a limited market. They really have not got deep
enough pockets lo replace the thrifts. They can offer "marginal"

loans, and they can offer loans when the supply of corporate private
placements dries up, but life insurance companies cannot support
the hous ing industry unless mortgages offer them a premium , because they cannot desert their constituency effor tl essly and without
cost.
You may have noticed that I believe the rate of economic growth
and inflation are important determinants of yields. You may also
have noticed that I made no mention of federal government deficits.
If you have been paying attention to political debates in the past 10
years, you may find my omission of the deficit quite surprising.
Don't big deficits crowd out private borrowing, driving up yields?
Isn 't the defic it supposed to exceed $100 billion as fa r as the eye
can see? Isn' t there some risk that the deficit may rise as high as
$200 billion or $300 billion in the next few years?
My only response is that to assess the price of any product you
have to know the market. Before we can reckon what government
deficits may or may not do to yields, we have to assess the market
for credit.
If we consider 1974, 1975, and 1976, we see a soaring deficit, both
as a percentage of gross national product and in absolute dollars.
Yet, at the same time, interest rates were falling, especially shortterm interest rates. If we consider 1977, 1978, and 1979, the deficit
was fa lling, yet yields were rising. During 1980 and 1981, the deficit
rose only slightly as a percentage of GNP, yet yields marked up
their biggest increase since World War II. Now the deficit is supposedly swelling, and we see declining yields. This evidence suggests that there is no simple relationship between the deficit and interes t rates. The government is not the only borrower, and the
supply of savings is not fixed. There is supply and demand in the
credit markets just like in any other market.
Recessions tend first to reduce spending on housing and on consumer durables, and inventory investment declines. As a result, incomes fall because of layoffs and reduced work weeks. Then government tax revenues decline and income support payments rise,
increasing the deficit. At the same time, yields drop because the demand for credit is generally drying up. After all, it was the decline
in the demand for housing and investment goods that led to the
recession. So government deficits are drawn into the vacuum created by private borrowers as they desert the credit markets. There
is a negative, passive relationship between deficits and interest
rates during recessions. If. on the other hand, the economy were
fully employed and government expenditures were increased
sharply, we wou ld see both the deficit and interest rates rise . So
there can be a positive correlation between deficits and yie lds, but
the magnitude of our current and prospective deficits is mostly due
to no growth since 1979. We are not now fli rting with full employ·
ment.
About two-thirds to three-quarters of the current government
deficit is due to the recession. In fact , if the unemployment rate today were 6 percent , the deficit as a percen tage of GNP would probab ly be the lowest we have seen in a long time.
Nowadays, big deficits mark a weak economy, and a weak economy means low interest rates. If we take this logic one step further,
those who would have us increase taxes or cut spending drastically
to balance the budget in the midst of this recession wou ld no t
encourage a recovery by lowering yields. Instead , they would further weaken growth, thereby achieving lower yields at the price of
sacrificing their ultimate goal.
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~e important determinant of interest rates is the ra te of infla-

twn. Why are long-term bond rates so h1gh today? How can a
Treasury yie ld of 12 percent be justified? A number of investors
find themselves in the 40 percent income tax bracket. If such an
investor buys a bond that is yielding 12 percent, the after-tax yield
is a little more than 7 percent; if inflation is expected to average 6
~ercent during the life of the bond, the rea l after-tax yie ld is only a
httle more than 1 percent. As long as you are in the 40 percent tax
bracket and are looking forward to 6 percent inflation, you are not
going to be interested in purchasing a bond that is yielding less than

Continued on page 15
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Decline Of The British Economy
And Prospects For Recovery
lan MacGregor
Chairman
British Steel Corporation

hen Bob Bates asked me if I'd come here, I accepted because I
thought it would be quite important to re late a couple of my
past experiences to an audience with such a wide spectrum of
relationsh ips throughout the United States, who are clearly among
the top opinion make rs in the country. Your ab ility to affect your
communities is immense, and I respect it.
Now, we have learned a lot from the Chinese. In view of your
very large programme, I am going to condense my remarks by
following tha t good Chinese adage tha t one picture is worth a thousand words. So, I' ll show you a few pictures. The messages in them
are very clear. One is that inflation, especially if it is hyperinflation ,
can destroy our industrial process. The other is that nationalized industries can become enormously inefficient. I think these are two
very important messages.
Without further ado, let me sketch a picture of the company and
the community that I work in-the British Steel Corporation and
the United Kingdom.
The first slide shows the importance of exports to an industrial
converting country such as the United Kingdom. If I may say so, in
due course exports will become increasingly important to the
Un ited States. The figures show that only a small percentage of the
United States' gross national product goes out of the country. A
great deal of tha t is in the form of agricultural products. The European countries, particularly Germany and the United Kingdom , are
largely dependent on the export of manufactures and / or services to
buy the things they need , such as raw materials and additional
food.
The outs tanding and interesting thing about the chart is that
while we all think of the japanese as living on a bowl of rice and
exporting everything they manufacture, the japanese get by, believe
it or not, by exporting Jess than 15 percent of their GOP. And, as opposed to the United Kingdom, which is self-sufficient in energy, the
Japanese must import their energy as well. There is an important
lesson in this.
The next slide shows the increase in industrial production in the
period between 1975 and 1981. During this time, the United Stales
fell behind Japan, but Europe as a whole fell behind the United
States. Of course, the United Kingdom has a very sorry record. This
means that the United Kingdom has lost a great deal of its position
as a converter of raw materials. By the way, the United Kingdom,
like the United States , has one extremely efficient industry-the
agricultural industry. In the United States you produce food not
only for yourselves but also to export around the world in
increasing quantities. Less than 2.75 percent of the total labor force
is employed in tha t production. Similarly, the figure in the Uni ted
Kingdom is under 3 percent.
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The next slide shows you what happened in U.K. manufacturing
industries since 1975. In six years, some of the key industries in the
United Kingdom declined substantially. Construction is off 22 percent; mechanical engineering, that is, products using steel and sold
as expor ts, is down 23 percent; motor cars are down 33 percent;
shipbuilding, which once was the backbone of the steel industry in
the United Kingdom , is down 60 percent. How did these things
come about? If we take the rate of inflation for 1975 as 100 percent
and show the comparisons for the United Kingdom , France, the
United States, Japan , and West Germany, we see that the United
Kingdom in 1975 was going through a period of very high inflation,
but it continued right through until 1981-far ahead of the rates of
inflation in most other industrial countries. In the United States, we
used to think we were bad compared with the Japanese and the
Germans who contained their inflation very well.
What did this do to the manufacturing industry? The next chart
shows that during the period 1971-81 , the Japanese increased their
productivity by 46 percent, the French by 32 percent, the Italians by
30 percent, and the Germans by 19 percent. The United States kept
pace with the Germans, but the United Kingdom was the lowest of
the lot.
In the last slide, we see what happened to unit labor costs. In that
1975-81 period , they increased just 100 percent in the United
Kingdom; the United Stales was relatively good at 45 percent; the
Germans increased only 20 percent in the period, and the Japanese
only 4 percent.
just. lhe other day in the New York Times, there was an article by
a man named Paul L. Pride , in which he said, "The economy's illness is being mis-diagnosed. Don't you realize that the United
States is in the process of changing from being an old-style basic
manufacturing industry economy to a new economy which is going
to be based on micro-processors, silicon chips, electronics and," as
he put it , " we 're going to be engaged in production of information
rather than production of products." Alas, I think that is wishful
thinking, not only for the United States but for the United Kingdom
as well. Are we going to be prepared to live with Japanese automobiles, with hi fis and TV sets that come from the Far East, with
French aircraft, with Israeli tanks, with Canadian subway cars? I
doubt it. I think both the United States and the United Kingdom
have got to restore their manufacturing industries. The question is
how to do this.
Well , ladies and gentlemen, we have got to get back our efficien cy. This great United States used to be renowned for its
production of highly efficient equipment at prices that made the
world wonder how we did it despite our high wages. Remember
Henry Ford and his enormous advances at a time when no one

around the world believed it was possible to pay people $5 an hour
on a manufacturing job? That type of operation made this country
great. Unfortunately, we have been the victims of constant pressures for an easier life and have become victims of that lotus-eating
idea that you can gel someth ing for nothing. The sharp lesson we
are all learning is it isn't true. If you look around the world, you
will see that it is the working people who are making progress and
profits and savings. Senator Lugar pointed out that just a few days
ago, figures issued by the Department of Commerce showed that
savings rates in the country had increased to 8.1 percent, up from a
low of 4 percent in August 1981. Maybe, as someone pointed out,
this increase in savings is the result of fear, but the real problem
facing us is that we are not selling aside enough for the capital necessary for the future.
If you look at the success in Germany and Japan, it is characterized by one thing: A higher percentage of the gross national product is saved in both coun tries and has consisten tl y been saved in
the last 25 years. Therefore, the capital is available for investment.
Our problem is that we are not selling aside the kind of resources
necessary for the future. If we had the japanese savings rate, this
country would have a disposable capital pool of close to $800 billion, instead of less than $300 billion for which everyone is scrambling, including the government. Alas, what we have been trying to
do for the last two decades is lo deliver benefits today on the basis
of money that we are going to earn tomorrow. We finally are the
victims of the factlhallhal idea doesn't work. It isn't a question of
whether Reaganomics is sound or unsound. It's just that we keep
spending more money than we generate. It's that simple. And it's up
to people like you lo make sure the public understands that, because there is no evidence that they do.
I am going lo cut my remarks short, but I will remind you of one
thing. Here in Boston , there was a handfu l of people who, 50 miles
down the coast from here, within a few days of this date 351 years
ago, had a celebration. The Pilgrim fathers gathered together to
thank the Lord and to celebrate their first year in the United Slates,
which had been a fruitful one. They had put aside crops and grain
and other things that they could keep for the winter ahead. They
were assured they would be fed through the winter. The good Lord
had been sufficiently bountiful, and they had saved enough to put
aside seed corn for the next year. That occasion has been institutiona lized in Thanksgiving. Every year we should remember that if
you do not set aside seed corn for the future, there is no hope for
your children or your grandchildren.
KOPCKE-continued from page 13

12 percent. A 9 or 10 percent yield would not interest you unless
you believe that inflation will be 5 percent or less. So a sustainable
recovery in the mortgage and bond markets requires convincing evidence that inflation has been licked.
Another important determinant of yields is the rate of economic
growth. When both economic activity and inflation are high , the demand for credit is great, and market conditions press up the price of
credit, interest rates. This is where the Federal Reserve's role becomes most visible. The supply of and demand for credit depend on
income growth. Income growth in turn depends on conditions in the
credit markets.
As you know, the Fed sets monetary policy by adopting guidelines for money growth. Money as the Fed defines it includes cash ,
checking accounts, NOW accounts, lime deposits, and money-market mutual fund balances. When the Fed reduces the provision of
bank reserves to restrain the growth of this broad definition of
money, the Fed is restricting the supply of credit through a broad
range of instruments and through a broad range of institutions. Ultimate ly, this restriction must reduce the growth of GNP.
In the past, interest rates have risen in every recovery to match

their prerecession level, despite the accommodative growth of
money and credit. As a result of this accommodation , the Fed has
been criticized for being too lenient during recoveries, for lending
to hold interest rates constant, and for letting the growth of money
and credit accelerate during a recovery. The critics have said that
this accommodation only aids and abets inflation.
Since 1979, we have tried to observe specific guidelines for the
growth of money and credit regardless of economic conditions. So,
since 1979, recoveries have not benefited from an accommodative
expansion of money and credit. In other words, in the past, creditmarket shocks were absorbed by lasting variations of growth of
money and credit. In the future, as is the case now, credit-market
shocks will show up in yields. A shock to the credit markets caused
by a strong recovery could push yields up sharply and quickly. This
type of shock occurred in late 1980 and early 1981 as the economy
began lo recover from the 1980 recession. During the last half of
1980 and early 1981, short-term yields rose from 8 to 14 percent.
Generally, GNP can grow only about as fast as the money stock for
yields not to change.
The lop of the Fed's announced target for broadly defined money
growth is 9 percent in 1982. If inflation is as high as 6 or 7 percent,
then an average recovery entai ls GNP growth exceeding 11 percent.
With GNP trying to grow 11 percent and money being allowed to
grow only 9 percent, sooner or later the recovery must produce
sharp increases in yie lds, assuming the Fed sticks to its targets.
There may be some leeway-money growth and GNP growth need
not match quarter by quarter; we might not see rising interest rates
until the recovery has been under way for a quarter or two.
Our only hope for low long-term yields is for lower inflation
expectations and lower rates of inflation. If inflation is nol so high
as 6 or 7 percent, then our money-growth target may be entirely
adequate to "finance" fully a complete and generous recovery.
Many believe that the Fed's strict adherence to its money-growth
guidelines is the best policy for reducing inflation.

S

ince last year, stock prices have risen about 10 percent. I cannot
tell you why. The skeptics will say that recently we have had
such rallies before and that they have fizzled. The optimists will tell
you that the market anticipates a recovery and a rise in corporate
earnings early next year. If the optimists are right, then the rally in
the bond market must be short lived. If the recovery is vigorous and
the Fed adheres to its targets, then yie lds will soar. If the recovery
malingers, then yields will rise only to some m iddle ground.
The Fed's growth targets and the certainly of more lax increases
may mean a weak recovery. A weak recovery means only slightly
higher yie lds. For the housing industry, there will be no celebration, however. Unemployment next year should average more than
9 percent because the recovery will not be vigorous. This entails
subsistence for some fami lies and a dependence on one earner's income for other families. With many unable to find work, loday's
house prices must seem disturbingly high lo most families , especially alloday's mortgage yie lds.
Those workers who have retained their jobs have not enjoyed
substantial increases in the purchasing power of their paychecks,
and many employees have suffered wage freezes and outright pay
cuts. This means that we cannot expect booming housing prices
next year.
To make matters worse, the mortgage rate should remain above
12 or 13 percent. These yields will seem even more expensive than
yesteryear's 14 or 15 percent yields because the future growth of
family income and housing prices will not be nearly so great as it
has been in the past. When inflation was very high, many people
willingly paid 14 percent for a mortgage. But when the purchasing
power of incomes is no longer growing, al best, and hoase prices are
falling, many believe that mortgage rates of 13 or 14 percent are
prohibitively expensive.
A recovery is imminent, but infl ation is not yet licked. We have
had three tough years since 1979, and we could have three tough
years ahead of us. Unless inflation abates, the outlook for new
home construction and house sales is restrained. Housing starts will
do well lo reach 1.5 million units at an annual rate by the end of
1983, averaging somewhat less than 1.4 million units for the year.
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Eastern Indian Land ClaimsThrough The Lool~ing Gloss,
Seeing Red
Allan von Gestel, Esquire
Goodwin, Procter & Hoar
13oston, Massachusetts

hen I spoke in Phoenix four and a half years ago, we had just
finished the Mashpee trial. It was an expensive effort but a
significant victory for the title industry. I think that many people
felt that that was going to be the beginning of the end of the eastern
Indian land claims.
Shortly thereafter, the Narragansett case in Rhode Island was
settled. In 1978, Congress passd federal legislation that resolved all
the Indian claims in the state of Rhode Island. In 1979, the very
large case in the stale of Maine was resolved. It appeared at that
time that there were only a few cases left in Connecticut involving
some very small parcels of land and one relatively small, although
significant, case in the stale of New York, against two counties,
with no private individuals or title insurance involved.
To the surprise, I think, of many people, the Indian land claims
have not only gone away but have expanded dramatically. The
Indian land claims have expanded in a way that is significant to
this industry, even for those of you who are from the West. The
eastern Indian land claims could have an effect on your industry as
devastating as what you have been going through recently with the
high interest rates on mortgages.
Let me tell you about some of the cases that have been filed and
some of the decisions that have been rendered, including one that
was rendered as recently as October 4, 1982.
These decisions and the situation that is involved remind me of
Alice in Wonderland, especially of Through the Looking Glass. But
when I look through this looking glass, I see red when I see what
our courts have done and what our Congress has not done.
Shortly after the Mashpee case was resolved, a case was filed in
the Northern District of New York in the federa l court by the
Oneida Indian Nation. That case challenged title to six million
acres of land in a swath that ran from the Pennsylvania border in
the south to the St. Lawrence River bordering on Canada on the
north-a 50-to-60-mile-wide strip right through the center of the
state of New York. The suit asked for a return of all that land to the
Oneida Indian Nation and for monetary damages for trespass and
dispossession for the approximately 180 years that the Indians
claim to have been out of possession. The case is a defendant class
action. There are probably in excess of a million landowners in the
area.
No one anywhere can attempt to calculate the value of the land
affected by the Oneida case. The case is by far the largest Indian
land claim, in effect on people and in dollar value, that has ever
been filed. The title industry is right in the middle. Unlike in
Massachusetts, where title industry work is coming and growing,
the title industry is already well entrenched in the state of New
York.
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You should be pleased to know that your industry banded
together; six companies joined in the common defense of the
Oneida case. That case is a tremendous threat to you all.
n October 1980, in South Carolina, the Catawba tribe filed a claim
in the district court. That claim involves 144,000 acres of land and
in excess of 20,000 landowners. It seeks monetary damages for 140
years of dispossession. It includes the entire city of Rock Hill and a
great portion of the county of Lancaster.
In November 1980, the Cayuga Nation filed another claim in the
Northern District of New York. This claim seeks recovery of
approximately 64,000 acres of land-land that is owned by at least
7,500 people. In addition , this complaint contains a paragraph that
says that later-and later may be very soon-the Cayugas intend to
expand their claim for an additional 3 million acres in the stale of
New York.
On December 18, 1981, in Massachusetts where we thought the
Indian claims were over, six claims were filed: a second claim in
Mashpee, a second Chappaquiddick claim, a second Gay Head
claim , a claim by a group calling itself the Herring Pond Indians
down in the town of Plymouth, a claim by a group calling itself the
Christian Town Tribe out on Martha's Vineyard in the town of West
Tisbury, and a claim by something called the Troy Tribe in Fall
River.
In july 1982, back again in the state of New York, the St. Regis
Mohawks filed a claim in the Northern District. This claim involves
approximately 11 ,000 acres of land on the Canadian border in the
counties of St. Lawrence and Franklin, New York.
So what seemed like a problem that had been resolved is a
problem that is growing. I suspect in part one of the reasons why
the problem has been growing has been Congress's inaction in
resolving these claims and the high court's very bizarre action in
dealing with them.
I would like to discuss five decisions that have come down from
the high courts relating to Indian claims. These decisions seem to
me , at least in part, not only out of Alice in Wonderland but also a
major reason why these new claims are being filed.
On june 20, 1979, the Supreme Court of the United States
rendered a decision in a case called Wilson v. The Omaha Tribe.
That was a case in which a statute that had been passed in 1822 but
had essentially never been construed was interpreted by the
Supreme Court for the first time in 1979. The statute pertained to
the burden of proof in claims between Indians and non-Indians
relating to properly. As anyone knows , those claims, at least the
ones we are facing in the East, involve transactions that occurred
100 to 150 to 200 years ago. The person who has the burden of proof

I

probably will lose those claims if he gets to the merits of the issues
of th e cases. There are no witnesses to come in to testify.
The old statute that was being interpreted by the Supreme Court
is a simple one. It reads as follows:
In all trials about the right of proper ty, in which an Indian [the
phrase is an Indian ] may be a party on one side, and a white
person [and that is the phrase, a white person] on the other, the
burden of proof shall rest upon th e white person whenever the
Indian shall make out a presumption of title in himself from the
fact of previous possession or ownership.
What do you think th e Supreme Cour t said those words meant?
In an opinion written by Mr. justice White , the Supreme Court said
that the phrase "an Indian" means not just one Indian , not just
three or four Indians, but also a tribe of Indians.
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ow, a tribe of Indians is a sovereign entity. It is not li ke an
individual landowner. It has a ll kinds of extraordinary
sovereign powers. So the Supreme Court said the phrase "an
Indian " includes a trib e of Indians , and it also said that the phrase
includes a tribe of Indi ans even when the United States of America,
through th e Department of justice, is representing that tribe seeking
the land.
Then, justice White turned his skills to interpreting the phrase "a
white person" in a statu te that had not been interpreted since 1822.
justice White figured ou t tha t a white person means everybody
else , except for one kind of entity. It means not only a wh ite man,
but a white woman, a black man, a black woman, a yellow man, a
yellow woman, a partnership, a corpora ti on, a trust-it means any
kind of enti ty that is deemed a person in the modern definition of
our law; however, it does not include a state of the United Slates.
Now tha t, ladies and gentlemen, is bizarre, because in these
eastern Indian land claims, if any wrong was done to anyone at any
time, it has always been because a stale-usually one of the
original13-has acquired land from an Indian tribe in what the
courts have found to be a violation of law many decades ago. So,
the only entity that conceivably did anything wrong, the Supreme
Cour t, in its wisdom has decided does not suffer the wh ite man's
burden of proof, b ut everybody else does, including the innocent
landowners today and th ose tit le companies who stand behind
them.
The next decision that is of interes t is no t a land claim but a
claim , neve rthe less, that indicates the way the courts deal with
these In dian claims. It is a decision that was initially rendered on
May 6, 1980, in the United States District Court for the Southern
District of Florida. The case is Seminole Tribe of Florida v.
Butterworth.
Now it seems that the Seminole tribe had acquired some land in
Florida about seven miles sou thw est of Fort Lauderdale. On this
land , th ey were playing bingo-not just a little bingo, but a lot of
bingo. Bingo went on six days a week in a bingo hall built at the
cost of $900,000. The Seminoles hired professionals to run what was
a multimillion-dollar gambling operation.
Butterworth , th e defendant in this case, is none other than the
sheriff of Broward County. The sheriff looked at the laws of Florida
and said, "This kind of a gambling operation cannot go
unregulated." He then attempted to regu late the Seminole's massive
bingo opera tion .
The Seminoles went to court, and the United States District Court
for the Southern District of Florida ruled that the sheriff of Broward
County, and indeed the state of Florida, had no right to interfere on
the land owned by th e Seminoles. The court ruled tha t the
Seminole land was sovereign property and the Seminoles could go
right a head with their gambling operation unhindered by the sheriff
or by the state. of Florida.
The Supreme Court, on March 22, 1982, refused to hear the
Seminole case on a petition for cer tiorari , leaving it stand. I am
advised that the Seminoles have now purchased another parcel of
land within the,city limits of Tampa . I assume we shall soon see
another unregulated gamb ling operation by th e Seminoles with th e
blessing of our federa l cour ts.
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n june 30, 1980, in a case ca ll ed United Stales v. Sioux Na ti on,
th e Supreme Court (Mr. justi ce Blackman, this tim e) wrote an
opin ion that fascinates me. It talks abou t Custer's Last Stand a t
Little Big Horn, and it does something that, perhaps more than any
other case , will attract In dian tribes-and lawyers who want to
represent Indian tribes-to bring th ese kinds of claims.
In the Sioux case , the Supreme Cour t had the oppor tunity to
interpret an act of Congress that was passed in 1877. The act dea lt
with a transaction with the Sioux Nation in which ce rtain
compensation was given to th e Indians in return for opening up the
Black Hills to prospecting. Shortl y before that time, there had been
a gold rush in th e Black Hills.
The United States Indian Claims Commission several years ago
had decided that the Uni ted States government owed the Sioux
Nation an add itiona l $17.5 million in connection with th at
transaction that occurred in 1877. The Sioux Nation appealed, as
did th e United States, and Mr. justice Blackman decided not only
that the principal amoun t of $17.5 million was correct but also that
this transaction must be treated as if it were an eminent domain
taking a condemnation. There fore, interest should be paid.
Interest was appli ed from 1877 to the present date. The Sioux
Na ti on ended up recovering $105 million in tha t case. That's the
kind of money that would attrac t any Indian trib e to think it should
bring suit.
What happened to the poor lawyers who represen ted th e Sioux?
In May 1981, the United Sta tes Court of Claims, which has
juri sdiction over th ese ma tt ers, approved the fee applica tion for th e
plaintiff's counsel. The lawyers were awarded $10,595,943. I, too,
wou ld take a case for a fee like that.
In December 1980, the Second Circ uit Cou rt of Appeals rende red
a decision in Mohegan v. Stale of Connecticut. I might digress for a
moment to remind you tha t the Second Circuit Court of Appea ls
sits in Manhattan, which was the site of a much ea rli er Indian
transaction. I am told that shortly after the purchase of Manhattan,
Peter Minuit, the Du tchman who was invo lved, took the Indian
chief over to the Eas t River and looked across and said, "Wait a
minute, isn 't th at Brooklyn over th ere?" The chief is reported to
have said to him, "For $24 you can't expect perfection."
In th e Mohegan case , the Second Circu it Cou rt of Appea ls had an
oppo rtunity to decide an important issue raised by the state of
Connecticut. The issue was whe th er the Indian Trade and
Intercourse Act, the statute th at provides the basis for many of these
claims, app li ed everywhere or just in Indian country. The sta te
mounted a persuasive argument, support ed by historical documents,
that Indian country was what was intended to be dealt with by th at
statute. The Second Circuit Cou rt of Appea ls said no, ruling that the
sta tute app li ed everywhere.
The state then petitioned to the United States Supreme Cou rt,
and this is one of th e things that, I think, is mos t significant abou t it.
On th at pe ti tion the Solicitor General of th e United States filed an
opposition , taking the position th at th e United States Supreme
Cour t should not grant Connecticut's request to review this
significant issue. The Solicitor's opposition was con tained in a brief
in which he said , among oth er things , "It is equally relevant to
stress the very limited prospects of substantial litigation that might
be affected by the Court's decis ion in this case. Contrary to th e
State's contention, there are very few unresolved cases involving
Indian land claims in the Eastern states and th ere is, moreover,
good reason to anticipate legislative solutions of the few ou tstanding
controversies."
Either the Solicitor General didn't have the vaguest idea about
what was going on, or he was just plain blatantly wrong. The
Congress has done absolu tel y nothing to foster th e settlement and
resolution of these claims. I had th e opportunity, or displeasing
occasion, to see red in jun e of this year, when I testified before a
committee of the House of Representatives and a committee of th e
Senate on legislation to resolve the eastern Indian land claims, at
least in South Carolina and in New York. I witnessed a situation in
which one or two congressmen sa t through the tes ti mony,
thoroughly opposed to the legislation, and paid no attention to it.
At the Sena te hearing, Senator Cohen of Maine and Senator
Go ld water of Arizona were present. Senator Goldwater sa id , "We've
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got 30 thousand square miles of Indian country in my state, I don't
know why you fellows are so worked up about it in the East."
The legislation, needless to say, has been killed.
The last decision that I want to speak about is one that was not
originally included in my speech because it was just filed on
Monday, October 4 , 1982. I received a copy of the opinion on
Tuesday, October 5, and had the discomfort of delivering copies to
the American Land Title Association 's Committee on Indian Land
Claims later in the day.
his is a decision by the Second Circuit Court of Appeals, in the
mammoth Oneida case in New York. As I told you, the case
involves six million acres of land and in excess of a million
landowners. The land is worth billions of dollars; its value cannot
be calculated. No one knows what a strip of land that runs right
through central New York Stale from Pennsylvania to Canada is
worth.
The Indians have asked for a return of the land; they have asked
for monetary damages. When the Indians get the land back-if they
win-because of other decisions by our courts that Indian tribes are
in fact sovereign governmental nations, there will be no longer a
stale of New York. Perhaps there will be an East New York and a
West New York. I don't know if they will call them that. There also
will be an Oneida in the middle.
Who knows what will happen to the representatives in Congress?
Who knows what will happen to all the taxes that were paid to all
the municipalities all these years? Who knows what will happen to
all the people who are in prison for violating laws of a jurisdiction
that the ultimate result of this case could indicate never existed?
There will be a situation, if the court goes all the way and finds for
the Indians, in which there is either the most gigantic bankruptcy
every conceived or massive civil disobedience of a kind never
before witnessed in this country. I suggest that the latter will
probably occur. In my opinion, it is wrong for the courts to become
involved in a situation in which they will bring this kind of
situation into being.
I do not believe that in excess of one million people, when the
judge writes his final opinion , are going to get up and walk off their
land. I don't think anybody in this room could conceive of it. I don't
know why the judges think this kind of case ought to go forward
with that potential ultimate resolution.
The case is based on two transactions that occurred in 1785 and
1788. I remind you that at that time there was no United States
Constitution; it did not become effective until the first Wednesday
in March 1789. In fact, there was no United States of America under
the government as we know it now. That was shortly after the
Revolutionary War, and the 13 colonies were then loosely held
together in a league of friendship under the Articles of
Confederation. Those Articles contained a section that dealt with
Indians. It is not too lengthy for me to read, and it is important. It
says:

T

The United Stales in Congress Assembled (There, when they
were speaking of the United States, I remind you, it's not the
United Stales of America, the government that we know today] ,
shall also have the sole and exclusive right and power of
regulating the trade and managing all affairs with the Indians
[and that sounds like the United States has it] , not members of
any slates, provided that the legislative right of any stale within
its own limits be not infringed or violated.
The trial court concluded that that latter phrase left the Articles
of Confederation in utter confusion. On the one hand, it appeared
that the United States had the power; on the other hand, it
appeared , at least within the geographic limits of the states, that the
states had their rights reserved.
We, and by we I mean my own law office with brilliant assistance
from your former past president, Bob Bates of Chicago Title (the
assistance was in breeding a son who is an utter genius, Jeff Bates,
who is here with me today. Jeff is not only a great lawyer but also a
scholar, with advanced degrees, in the area of the Articles of
Confederation, put together a brief, and I mumbled the words by
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which we were able to convince Judge MeCum in the Northern
District of New York that under the Articles of Confederation the
states gave up powers only if the Articles expressly said so. We
argued that the Indian powers clause of the Articles of
Confederation was so confused that it could not be determined
now, almost two hundred years later, to be the basis for saying that
the state of New York had no power to buy land from the Indians in
1788.
Incidentally, under the Articles of Confederation, there were no
federal courts. Thus, we have a situation in effect that cannot be
cured. Congress cannot now amend the Articles of Confederation
because they were created by a prior government. It's not like the
Internal Revenue Code that can be constantly tinkered with. In any
event, judge MeCum , in his wisdom-and I suggest that on this
occasion we had a judge with some great wisdom-wrote a 100page opinion dismissing the One ida claim.
The Indians, of course, appealed to the United States Court of
Appeals for the Second Circuit. We argued the same issues before a
panel of three judges, and on Monday, October 4, 1982, the opinion
of that panel was rendered. The opinion was written by judge
Mansfield ; one of the other three judges who heard the oral
arguments did not participate. And the third scribbled two words, "I
concur."
In th.at opinion, in my view, judge Mansfield did things that
reminded me of the ramblings of the Mad Hatter at the tea party in
Alice in Wonderland . He said that judge MeCum made a mistake
because, in trying to figure out the meaning of the Articles of
Confederation, he relied on historical documents and failed to have
an evidentiary hearing on those historical documents. Therefore, he
shouldn't have dismissed a case in which there may be factual
disputes.
hat did Judge Mansfield want Judge MeCum to do? What
does he want me to do as the lawyer in this case? How can
you have an e videntiary hearing on a transaction that occurred in
1788 and on Articles of Confederation that were drafted earlier? Do
I call )ames Madison to the witness stand, or George Washington, or
Alexander Hamilton, or any of the drafters and ask them to tell me,
to testify? Of course not, it's absurd.
Do you have these ancient documents in court and have a hired
expert on one side say, "Well, I think when Washington wrote this
letter to Henry Knox , he'd been dipping into his brandy and,
therefore, his head wasn't clear."? And do you have the other side's
expert say, " No, Washington never drank , you know he had
wooden teeth and it would discolor them."? It all sounds amusing,
but the Second Circuit has presented an almost impossible situation
for the trial judge. And the Second Circuit has done this with what
seems to be a total disregard for the effect of the opinion.
What will happen to that six million acres in the state of New
York now that the Second Circuit Court of Appeals has said that
there might be a cause of action for the Oneida Indians under the
Articles of Confederation? There is a cloud over that title, all six
million acres of it. What do you do if you are a banker and you're
about to lend some money secured by a real estate mortgage? What
do you people in this room who represent a title insurance
company do when you're asked to insure titles in the claim area?
What do you do if you're a lawyer and you're asked to pass on a
bond issue to build a public school or hospital in one of the affected
communities? What do you do if you're an elderly couple living on
Social Security and you want to sell your house so that you can
move into a smaller place, but a potential buyer says, "There's a big
cloud over your title. I'm sorry, sir, but I'm not going to pay full
value, besides I don't have the cash to pay and the banks won't lend
on this kind of title"?
What is the effect of that decision by Judge Mansfield on the
other cases that are pending? What will it do to the Cayuga claim,
in which the complaint says that the Cayugas have a three-millionacre claim based on asserted violations of the same section of the
Articles of Confederation by similar purchases by the same state of
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JONES: Two years ago, you kept hearing that the agency system was
on its way out. You kept hearing that the underwriters were running
around the country buying anything that was for sale. We bought a lot;
every underwriter has bought his share. Today, we find that the
underwriter would like to sell some of his stuff. He is changing back to
the agency system. He's sold his branches, and the phenomenon is
that he bought high and sold low. We all know what that means.
Anyway, we start out with the fact that the agent is an extension of
the underwriter. We think that in many respects we give the agent a
blank check. Many times, we write a check, sign our name to it, and
say, " Here, be our agent." Roger and I decided that we wou ld discuss
certain aspects of the relationship, and then go back and forth on those
aspects. The first thing we thought about was the exclusivity of the
agent and the underwriter. The reverse of that is the nonexclusive
agency.
When the agency system started oul, we all had exclusive agents.
There were few nonexclusive agents. The reason for that, I believe, is
that there were only four, five , or six national or regional companies
in existence . That made it easy to go out and sign up a particular
abstract company and make it an exclusive agent. Then, as more
companies joined the national title business, · they sold agents on
dumping exclusive contracts and laking on nonexclusive contracts.
Nonexclusive contracts benefit agents. On the other hand, if I go into
an area as a national or expanding underwriter and go to a nonexclusive agency, l benefit as an underwriter. And, l can get my product
written. Usually, in those kinds of situations, your first priority is to
get your product written on referred business.
We call that fool-in-the-door business. Once you get your foot in the
door, you start wiggling it. And, you wiggle until you get your shoulders and everything else in.
Exclusivity is one of the big considerations for agents. Do you want
to be exclusive, or do you want lobe nonexclusive? I happen to know
Roger's is an exclusive agency and has been, I think, since the company's inception.
I think it's lime for Roger to say something.
BELL: Hatch , I was interested in your definition of an underwriter. I
would like to say agents by definition are honest; loyal , clean, lovable,
and, of course, very fine people.
I would like to start out with a disclaimer. Hatch let the cat out of
the bag that I am an exclusive agent. Therefore, you all assume, of
course, that anything I say has lo point a finger directly at our principal.
I want you all to understand that my remarks this morning are a
distillation of conversations with agents from all over the country.
I view some of the old days with a lot of nostalgia. Back when we

had regional underwriters, everybody operated in his own backyard.
Heck , I can remember when we didn't have any manuals, when we
had two types of policy forms-the old indemnity form and a loan
policy. I had a whole bunch of rubber stamps made up to save typing
on Schedule B. I found out some years later that I wasn't supposed to
do that. Then the growth mania look over, and everybody had to go
national. I think that's when most of our problems started.
We were in a discussion last night with some other agents. We think
maybe the thing to do is logo back lo abstracts. Life was just a he ll of a
lot simpler then.
You know, "Mr. Customer," here is a beautifully prepared abstract.
It's gal the whole history of the chain of title, not just one page . It's
something you can depend on ; you can take it to your favorite attorney and have him look at il.
Hatch, what do you think about commissions to agents? I could tell
you what the agents think. We all agree there's no question about il.
You guys should get something out of every deal! Now is as good a
time as ever. Would you like lo discuss commissions? I think that
might be appropriate.
JONES: I'd like to discuss commissions because I think in many
respects we are strangling, if not killing, the goose by the proliferation
or widening of the division of premiums. We can't use numbers, but
what has happened is this: The competition for business, which most
insurance departments say we don't have, but we do, is competing
with one another for the realtors' or lenders' business, not necessarily
competing with the payer of the bill. We don't try to sell him; we just
go to somebody who already has captured him.
But the competition has in many areas driven the price down.
Where underwriters don't gel adequate fees , an agent doesn't get an
adequate fee for his search, examination, or plant. He can't make it on
the ordinary division of premium in areas where we work on a premium basis plus an additional search basis. So he goes to his underwriter, and if he can't get lo his underwriter, he goes to somebody else .
He says, "I must have a better split. I'm not making any money. I've got
to have a better split." For a while, we were able to give h im some
additional money, because the liabilities that we were writing kept
going up. Inflation helped us in this area. The liabilities kept going up,
so our income kept increasing.
We've searched for agents, and we've gotten all sorts of agents.
Agents in this room , people who attend ALTA functions , are good;
they are like Ivory soap as far as I'm concerned . They are 99 and 44 /
100 percent good agents. You 're all the epitome of good agents, but
there are thousands of others unlike you in the world whom we do
business with.
Still, we have been driven to giving more commissions. Now our
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losses have increased; our take of the policy doesn't cover what we
want to cover. We are unable to give the services that we would like to
give. We can't keep up the same kind of business. The percentage of
losses on the volume has increased, as we all know.
I see it as a diverging thing that we're going to come down to; maybe
we 're there. From the looks of some of the statistics I've seen, maybe
we're there. We've given up so much. The agents had to give up their
search costs in some areas. People in Texas say, " Well, you ought to be
like us." Well, we should be. If we could all be like Texas, we would,
but we're not. We've got many different ways of pricing our products.
In those areas where we are unrestrained as to what we can do and
what we can give and what somebody will cheat us out of, boy, we're
easy!
I think we are headed down that old primrose path where we 're
coming right to a point. We can effectively come to a point of no return
·and , I think , it's fast approaching that point. As an agent, Roger, what
do you think? You put me on as an underwriter about the commission.
You said you thought we ought to earn something. The agent and the
underwriter both have to be adequately compensated for their services.
BELL: There's no question about that. It's got to be a good deal for
everybody, or it's not going to work. No thinking agent expects the
underwriter to take on the liability without being adequately compensated. I can remember back to the old 60-40 clays. That's when the
principal got 60 percent, and I can't envision taking on the kind of
problems you all have for 60 percent.
Of course, those days are pretty well gone. But, there's no doubt
that, from what some of us hear at various times, things have gotten
out of hand with commission splits. We agents think we want you
around, Hatch, so we certainly agree that it ought to be more than 5
percent to you and 95 to us.
Underwriting helps. It seems to me that one of the most important
things an agent needs from his underwriters is help in underwriting.
We want it now, gentlemen; we want to have accessib le people whom
we can ca ll. I can remember when we'd get turned down for making
collect calls, so it's sure nice to have WATS lines these days. But we
want people we can reach by phone. We want people with authority
who can make decisions over the phone. We don 't want committee
decisions. That takes too long. We need an underwriter whom we can
te ll ou r problems to and who will say, "Gee, now how can we help out
your customer?" That's the attitude we like to see. I think we can
forgive a lmost any other omission if we get that kind of support. I
know of an agent whose underwriting support was minimal. He had a
good friend who worked for a competitor. He'd call that friend to get
answers sometimes. That's pretty bad.
Underwriting help is critical to an agent. He's out in the field , and
he's got people who want answers right away. We've got to have that
kind of support. But I am sure that keeping these kind of people
available, Hatch, has got to be a problem for all of you. Do you think
you should be in the position of having to furnish that kind of immediate advice and having those people available at the call of an agent?
jONES: Yes, but I take this view: The agent should be able to give
answers tn the underwriter on particular questions regarding the local
law. He should have that resource available to him. Maybe agents
have to get together on what the law really is in a particular state.
That's a fairly difficult endeavor for the underwriter, un less he has a
qualified attorney for every state. Not too many of us have that kind of
resource. We can't have a good title attorney in each particular state.
We know what we think we can safely write and not write and what
we can put in a policy, but we have to be led to it by the agent.
I think that agents should look to underwriters for the special concep ts. I think our Forms Committee does a tremendous job for the
industry, for the agents, and for the underwriters. I have always believed that the customized service manual, or policy manual if you
will, is a tremendous help.
Most of us put out something that 's nationwide. This is what we'd
all like to have, but the words don 't always fit the particular customs
of an area. They should be customized . I think that it would be exceedingly he lpful if we had customized write-ups for certain areas.
Years back in this industry, we thought of having write-ups , but we
put the idea aside. It was going to be one of the functions of the Forms
Committee, but we gave it up as a practice that we thought might be
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harmful to the industry.
These services that the agent expects the underwriter to render,
and the responsiveness of the underwriter to the agent, are threatened
as th e underwriter loses money, or as the underwriter doesn't get
enough to cover his particu lar cost of doing business.
This leads us into the area of losses. I think underwriting losses
follow underwriting. So, what should be the responsibility of the
agent for his errors and omissions? There is a great debate going on
now about this. We had a meeting the other day on what should be the
agent's responsibility. Should the agent have a responsibility? What
shou ld be the limit of that responsibility?
I have some thoughts about it. One is to consider a fellow who has a
title plant, a good title plant, in an area where title plants are absolutely necessary. You say, "O.K. , Mr. Agent, you are responsible for
all errors and omissions." In the next state, we have an agent who
doesn 't have beans; he has no assets; he has no money; he's just there.
You say, "O.K. , Mr. Agent, you are responsible for all errors and
omissions. " If they both make the same error or omission, you attach
the one with the abstract plant and get his assets . With the fellow who
has no assets, you have nothing to attach. I really believe we have a
serious problem. Years ago, we didn't think it was so serious. All of the
companies have, from time to time , written contracts with agents that
relieve the agents of, or limit greatly, their liability.
I think we do wrong in not making the agent responsible for something- and not just for gross negligence. I don't think there's ever
been a good definition of negligence or gross negligence in the industry. We have been arguing about it ever since I joined the industry
35 years ago.
I think if eve rybody believes that the agent has no responsibility,
we're going to get a lot of lawsuits. I think a lot of lawsuits have come
up because we have given up the idea of the agent having responsibility for his product. He 's got to have it.
There are a lot of other things we can say about this. A lot of other
things are going to be said about this in the future from your Errors
and Omissions Committee in this association. We have some
thoughts, and we are going to put the thoughts out to the association
over a period of time.
Roger, what is your attitude? I know what your company does, but
what do you think, industry-wise? You 're representing all agents.
Should they have a responsibility? What should their responsibility
be?
BELL: Hatch , our underwriter covers us, as you know, on our errors.
At least, it has so far.
This reminds me of a discussion on a convention floor in Kansas
about 25 years ago. The regional representative of a national underwriter was called on during a discussion of controlled business. We
didn't call it that then , but that's what it was. He said, "Well, fellas, it
may be bad if you don't have it, but when you have it, it's very, very
good." Maybe we shouldn't be protected by our principals over our
own errors, but fe llows, when you have that protection, it's awfully
nice.
Now, there is no question, Hatch, that the agent should have a
feeling of responsibility, even if he doesn't have to worry about whatever the omission may be. If he doesn't have that sense of responsibility, his underwriting is going to go to pot in a hurry. I guess you all can
cancel your contracts with us. I suppose I've never read one from that
standpoint. I'm sure agents have to be careful in their operations to
make sure they are doing the right thing.
My brother and I were brought up by my father, who loved to play
pitch. It was six-card cutthroat. At the end of each game , everybody
had to stand up and pay off. My father wanted to keep the books
straight. He taught us how to handle our losses in that manner. When
you have a loss, stand up and pay off, because that is the culmination
of everything you do when you sell title insurance. You sell that
protection feature.
In the area of losses, we want to see that kind of attitude on the part
of our principals. We don't want delays or arguments over how much
the settlement will be. We want it taken care of now, and if it's not
taken care of that way, we're going to find another underwriter.
We don't expect you to pay off when someone is trying to get to you ,
but we do expect you to accept your responsibilities. All of us negotiate our own contracts with our principals. If you recall, this was first

done when St. Paul Fire & Marine was canceling errors and omissions
coverage a ll over the country. Agents had no place to go for that type
of protection. We do appreciate having a principal stand up and take
care of it.
The bottom line is that if the agent doesn't do the right kind of job,
he isn 't going to have any contract very long. We have to be responsible for what we do, and if we aren't, well, then you 'd better cancel
us.
I'd like to back up a minute to the manual. You were discussing
underwriting manuals. I got a quote from Will Rogers I'd like to read to
you all. It describes , I'm afraid, a lot of manuals that you read. Rogers
said, "Everylime a lawyer writes something he is not writing for
posterity, he is wr iting so that others of his craft can make a living out
of trying to figure out what he said. 'Course, perhaps he hadn't really
said anything and that's what makes it so hard to explain." Manuals
are great. We have people in our office who just love to read them.
They find some obscure statute or requirement and lose sight of the
objective-to close the deal.
Sometimes, I think we would be better off to junk all of it. l used to
be able to get along pretty well with one of those No.4 spring clips . I'd
put in little bits of information. I really got along pretty well with that
spring clip. Now we have a whole shelf full of manuals.
Sometimes we gel so much material in front of us that we (not only
th e agent, but th e underwriter) lose track of where we're trying to go.
You can't see the forest for the trees. We had a guy take bankruptcy.
He had a first and second mortgage on his property. The properly was
exempted as homestead. He came back in and wanted to refinance the
second mortgage. We have a lady in the office who is an attorney. She
loves to examine titles. She became concerned about the bankrupt
reaffirming the mortgage and called the underwriter, who also became concerned. I got a call from the attorney from the second mortgage company who said, "You guys have had that mortgage that we
disbursed on and have held it off record for two weeks trying to gel
this reaffirmation done. If you don't gel it done and filed today, I'm
taking my business someplace else." Well now, I'll tell you , that gels a
guy's attention.
I got into it, and all the lender really wanted was coverage for $3,000
new money it was advancing.
I called everybody, and they all said, "Yeah , if that's all he wants
then we don't have to go through all this reaffirmation sluff." Somelimes we lose track of where we're trying to go. Those of you in the
area of underwriting who do not have a closing department, gel one.
That's the greatest way ever to find out how you are handling your
underwriting.
It puts people in your company on the side of your customer. You
find out pretty darn quick if you're making too many requirements, if
you're stubbing your toe. You may not hear if it goes outside the office
because the business will go someplace else. A closing department is a
great way to find out about the qua li ty of your underwriting.
Hatch, you sort of touched on the fact that you all have to keep up on
new things. I certainly agree with that. Agents expect that. Creative
financing is really just a lot of old mechanics that have been in existence for a long lime, with new jive talk. In fact, some of these deals
gel so darned creative you can' t gel them closed.
The Forms Committee does a heck of a job in this association.
Although , forms can gel you in trouble. Years ago , l discovered our
principal had a forms book. In it I found a form that was a combination
deal where you could write the loan policy and the owner's policy all
at the same time , on one typewriter. It was just great. We ordered a
whole batch of those forms and started using them. We used them for
years, and they were the greatest thing since peanut buller.
Then we had a guy who filed a complaint with the company, was
turned down, and then went to the insurance commissioner. The
insurance commissioner said , "No, you don't have any coverage , but
what in the hell form is this agent down in Wichita using?" That's
when I found out the commissioner was supposed to approve forms
before their use. We were in a peculiar situation of not having a loss,
but we sure as hell had a disgruntled insurance commissioner.
I haven't built any kind of a question in all this rambling to you ,
Hatch, and I apologize to you for that.
JONES: I wanted to ask you a question. You licked me a minute ago
when you said you wanted the underwriter to stand up and pay off

your customer. At that point, are you representing the customer, or
are you representing the underwriter?
BELL: It depends how you 're treating me. I may very well be on the
customer's side. If l thought that a principal of mine was backing down
on what coverage had been offered on that policy, in the way I understood it , and the way I sold illo my customer, you 'd have to prove to
me without a question or a doubt that there was a good reason for not
meeting your obligation.
I may very well be on the customer's side if I think the principal is
wrong in how it is handling the loss. You know, maybe I've violated
every rule of agency in the book, but when we had losses and were
responsible for missing taxes or whatever it was, we didn't argue. We
wrote a check , and we got it in their hands, we sold the heck out of the
fact they were getting paid. That's the way we want our principal to
operate. Obviously, not every claim you get is going to be paid off like
clockwork.
Hatch , if I think they aren't treating him right , they're gonna hear
from me.
JONES: I wou ld agree with that wholeheartedly. The agent is representing the underwriter, and again , where an agent has responsibility,
the underwriter and the agent should gel together and decide the
value of a particular claim.
Certainly, if an agent feels his underwriter has not conducted himself properly, or he has a different view of a problem, the agent must
go to his underwriter and argue his concept of the loss. Again, if he has
no responsibility to that loss, he's going to be a hell of a lot more
prepared to pay than the underwriter. The underwriter's going to
have to pay his losses. The commissioners have gotten tougher on us
in all the stales. We had to respond to these losses.
When we ge t down to responsibility, I think there has to be some
dual responsibility. But, it should be limited.
Frankly, l think it should be a part of the premium mix. That the
agent has a certain portion of this premium is attributable to losses,
and if the losses don't occur, then he should gel that portion back. It's
your turn , Roger.
BELL: Providing printed material is a great help. I think that most of
the companies have regular publications with articles of interest. I'm
all for it because it gels your name and their names in front of your
customer on a regular basis. The printed promotional material that
principals have available for their agents should give us room to put in
our own names. When publications are passed out, people should
know where to get in touch with us.
We would expect our principal to develop national accounts, referrals , or whatever you want to call them. To be very honest about it,
some of the things are more trouble than they're worth.
There are people in some parts of the country who make deals we
wouldn't make in our area for all the lea in China.
This leads into another subject. You principals need to do a better
job in teaching your employees what the heck it is an agent is and
does.
We employ a very sharp lady who runs our closing department. Our
principal invited her to go to a seminar it was holding for its own
employees to talk to them about closings from an agent's standpoint.
She arrived in midafternoon and was not introduced until the next
morning. The first evening, she was sitting having a drink with the
employees of our principal. They thought she was another employee.
So, she learned what your employees, at least these particular ones,
thought about agents. They had no idea what agents did. They were
sure whatever it was wasn 't being done properly. They thought all the
company's losses were attributable to agents, who they fell had no
expertise at all.
This lady from our office is not reticent. She proceeded to tell them
just exactly what agents do. We find this attitude so often. We do all
the work and probably before we gel through, the deal is canceled and
we have to eat the whole thing.
Referrals and national accounts give great business when conducted properly at the other end. l suggest that you look to those
things.
JONES: Well , of course, the advertising concept that should be followed is local advertising. I think that should be done by the agent.
Nationa l advertising shou ld be done by the principal. We don't have
many problems in the industry with acceptance of a particular compaTitle News • January 198.3
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ny's policy, I don'tthink.
Years back, if you will recall, we had to go out and sell the use of a
particular policy. It was much easier to sell if a good agent was selling
it. The loca l people trusted agents, not underwriters. Roger represents
one underwriter and probably could switch an underwriter, and nobody would ever know in his town. They would look at the name on
the policy. If a local agent has a good reputation, he carries the ball.
JONES: You are backed up by the underwriter. We have been talking about that. There are services the underwriter is performing all
the lime for the benefi t of the agent, and probably most are unseen.
We've al l gone into re location-type businesses. Some of us have our
own companies; some just do business for those already in the business. We refer this business to our agent. The agent then does a job. In
the meantime, that agent owes you money. You're trying to collect
your money from that agent and he says, "Why should I pay you,
when you owe me?''You really get into a song and dance there.
BELL: I'd like to mention two or three other things before we get to
the subject we really should talk about.
Recogn ition programs-Agents love to be pampered and massaged.
All that good stuff. We do enjoy hospitality rooms, if they are really
hospitable. I think most of them are. We do enjoy them, and if you
d idn't do it, Hatch, there probably would be a problem.
We 've run enough hospitality rooms of our own to know. Properly
done, it's damn hard work. But for an agent, particularly one who's
never been to a national meeting before, it gives him a haven. He can
meet some of the hierarchy in his principal's operation.
Recognition programs are important whether they mean a plaque or
a trip someplace. That reminds me of an old story about the husband
reading Playboy and his wife asked him, "Why are you reading Playboy? " He said, "It's kind of like when I was a kid and I read National
Geographic. At least I could look at color pictures of places I'd never
gel a chance to visit."
But the big advantage of some sort of trip to the principa l is you gel
acquainted with your better agents. The agent appreciates that too. If
he knows somebody he can call when he's having problems, it makes
him fee l good. Fellows, if the agents feel good, well , that's what it's all
about.
I also like to have the home telephone numbers of everybody. When
I work, I want everybody else right there with me. I have a list of all
the principal's officers and their home telephone numbers. If I'm
working late at night, I'll call my underwriter if I've got a problem. I
expect him to be there. I expect him to to take the call and work along
with me.
I would like to know when my principal closes his office, because
sometimes the phone rings and rings. Put a recorder on, fellows.
We find offices close for the strangest reasons. It would be nice to
know when you're going to be there. Then we won't embarrass ourselves by telling customers we'll gel hold of someone who isn't even in
his office yet.
Financial statements are a problem these days. It seems to me that
they are hard to come by and that they do not contain profit-and-loss
figures. Maybe that's because they would show all loss and no profit.
When I mentioned this to Hatch yesterday, he asked me how retice nt
we were about giving out our own financial statement. That's a pretty
good point.
One other thing and then I'll let Hatch make his rebuttal. New
systems and products: Yesterday, Bud Morrow, one of the new kids on
the block, mentioned compute rizing his whole operation. I certainly
hope he does. We won't have to worry about them if he does. I'm being
facetious.
We used to want to know the latest systems, the latest computers,
and the latest techniques. I was firmly convinced that you can't have a
hand-posted tract-book system and run a real title company. Now I
think we're going to stick with just that. We may get left in the dust,
but so far, I think it works better and is cheaper than the new systems.
We're not so concerned these days about all the new gimmicks. We
have come around to thinking that the old ways are the best ways. I
guess this is exposing the fact that I'm getting a little older; however,
we do use computers for our closings, and that's been very successful.
Hatch, do you have anything you would like to add to this rambling?
JONES: I've got the microphone back. I may keep it. Financially, of
course, underwriters have to put out their balance sheet statements.
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We try to give these to the agents so they will give them to their
customers. Many of us put out elaborate brochures and other expensive advertising pieces.
Then you go to the agent's office , and he's ordered 200 or 500 or
5,000 or something like that, and you find the dumb thing sitting in the
backroom unwrapped . A 1981 statement doesn't do any good in 1982.
Most agents are undercapitalized. They have some personal wealth,
perhaps , but as far as the companies themselves go, most are undercapitalized. When something happens, as it is today, their cash flow
becomes very thin. Underwriter's cash flow becomes very thin. Then
we see the agents sandbagging. They don 't report the policy on lime . If
they report the po licy on lime, they don 't pay for it on time.
They complain that they have accounts receivable , that people
haven 't paid them. I think that's true. I think there has to be leniency
in that direction . But as Roger said the other day, he reports every
other policy.
BELL: Well, I thought that was fair. We started that when we were
on the 50-50 contract, we thought that 's what it meant. We report
every other policy.
JONES: If you have auditors in the field , I suggest you go to Roger's
office. Anyway, how do we view the auditing situation in our industry? I always refer to years back.
We started auditing escrow accounts. Now we audit escrow accounts and policies. We try to gel agents to keep policy registers. Some
of them do; others don't. It's very important to the industry that we be
properly controlled. We have not, I think , exercised proper controls in
all aspects of the industry.
We have gone by the seat of our pants for many years. I think it has
to come to an end. We have to be a sophisticated industry. We want to
be sophisticated, yet we don't want to do the things that count sometimes.
I know we do extensive auditing now. We try to do it with field
personnel. We do it with an auditing section. We get all sorts of rebuffs
at limes from agents, because they think we are interfering with their
business. Well, that's our business.
I will go back and digress about losses. I have an agent who has been
an agent for 35 years and who had not had many losses. He finally
came up with a loss. When we said to him, "Well, this is your baby,"
he said, "What have I been paying you premiums for all these years?"
I had to remind him that he was writing our policy, and that we were
paying him a commission to write the policy. It came as kind of a
shock to him.
I think it is imperative that the agent and the underwriter agree on
how business is conducted and on how business is ra ted. I don't wan t
Roger going back to the Great Ice Age days. I hate to see him roll up his
sleeves and actually gel dirty working again and making abstracts. But
if that 's what he wants to do ... I don't think the attorney's opinion
will sell in the secondary market.
I think we are headed towards a larger secondary market than this
industry has ever known. !think the title insurance product, whoever
may be its writer, has a lot of future. We have a lot of things to look
forward to.
BELL: Hatch, I'm an agent. We've got lots of agents out in the audience. We've got a problem in the industry that some think may signal
the demise of the independent agent. I would like to ask you why
shouldn't agents tel) their principals that they don't want them to
engage in any more controlled business arrangements?
I'm abso lutely sure there's not an underwriter that doesn't conduc t
some controlled business here and there. As Mr. Morrow said yes terday, the quantity of virginity is rather low.
Why shouldn't we say to you guys, "Look we've been in this industry a good long time." It was the abstracters that started ALTA.
Why should we sit by with our hands folded and let our companies go
down the drain? Why should we continue to represent you, if you're
going to keep doing these kind of things? We'll put ourselves on the
block, and whoever has guts enough to say, "We're not going to do it
anymore," that's who we are going to write for. Why isn 't that a proper
position for us to lake?
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New Boys On The Blocl"'\ A Loot"'\
At Our Industry From Inside And Out
Donald P. Kennedy
Winston V. Morrow
Richard P. Toft
David C. Woodward

Mr. Kennedy is president, First A m erican
Title In surance Company, Santa A na, Calif.
Mr. Morrow is chairman and chief ex ecutive officer, Ticor Title In surers, Los Angeles, Calif. Mr. Toft is president and chief
executive officer, Chicago Title Insurance
Compan y, Chicago, Ill. Mr. Woodward is
preside nt and chief e x e cuti v e off i cer,
Commonwealth Land Title In surance Company, Philadelphia, Pa.

KENNEDY: Our subject is "The New Boys on
the Block." There is a common thread
through the lives of these three gentlemen,
,i!nd it doesn 't appear unti l later in life and
that is that thei r parent company moved th em
into the chief executive officer ro le of a ti tl e
insurance company.
Now, the reason l want to start with David
is that as I unders tand it David has been a t
top- level management in his company and
h as run la rge corpora tions in Ita ly, France,
and Eng land. T h is, however, is his first
experience in the United States, and l imagine it is a real shock to get into the title business with all its present problems.
He was made chief operating officer of
Commonwealth in April1980, so he isn' t that
new a boy on the block. He assumed the additional role of chief executi ve officer in
December 1981 . He also serves as president
and chief executive officer of the Commonwealth subsidiary companies, Commonweal th Mortgage Assurance and Commonweal th Re loca ti on Se rvices, so h e is a busy
man. He is also a member of the board of
directors of the parent company, which, I assume, is Reliance Company. Before join ing
Commonwealth , David worked wi t h
LEASCO , EUROPA Ltd. , wh ich is a fo rmer
Reliance G roup h old i ng s ub sidiary con cerned with compu ter leasing throughou t
western Europe. Before that, he started with
LEASCO in 1968 as a sales representa tive,
was appointed marketing manager in 1970,
and was elected president of LEASCO in
1972. Before th at, he was assoc iated with
IBM, wi th Frieden, and with NCR in a sales
capacity. Let's give David a good hand.
We've had a number of meetings with David and find him to be good humored and
bright. Tha t's what scares me abo ut these
new guys; th ey are all brigh t. I'm not sure
there is a p lace for me here.
Let's move to my left-Bud Morrow, a man
from California, who was born in Grand Rapids. He lives in Palos Verdes , which is a
de li ghtfu l area, for those of yo u who have
been to Cali fornia. He also, I thi nk, has a secret love, and tha t's the Meadowview Farm in
Freedom , New Hamps hire. He wou ld rath er
be there than h ere l assume.
He is married and has two sons. He went to
seconda ry sc hool in Bu ffalo, New Yor k, and
to Wi lliams College, sometimes known as th e

Stanford of the Eas t. He was in the class of
1946 and is a Phi Beta Kappa . See what l
mean? The compe titors are too smart! He
graduated fr om the Harva rd Law Sc hool in
1950 and se rved in th e Arm y for th ree years.
He has been w ith Ticor as a d irector and is
now presiden t and d irector of Ticor Mortgage. In 1982, he became chief execu ti ve of
the Title Insurance and Trust Company and
Pioneer Na tional.
Bud has an inte res ti ng background. He
worked for Te leflo ra, bu t l ga th er tha t th at
was just as kind of an investment. That enterprise is engaged in wiring flowers , l think,
back and forth across the country and, as I
understand it, is very successful.
His basic working life was spent w it h the
Avis Compa n y, th e Avis Rent-a -Car System,
whe re he was employed from 1957 to 1976.
He was chairman and president and chief
execu ti ve officer a nd director from 1964 to
1976 of the Avis Ren t-a-Car Company. Now,
was it during tha t period of "We try h arder"?
Was th at yo ur game?
MORROW: We ll , I was part of it, sure.
KENNEDY: l though t th at was a good one.
Be fore th at, he was wi th a law firm, b ut l
thin k on e of th e mos t in teres ting th ing is th e
number of clubs Bud belongs to. I am not going to list them other th an to say that I woul d
li ke to know wha t th e Ba ld Peak Colony Clu b
is.
MORROW: Go lf.
KENNEDY: He is ve ry ac ti ve in civic life in
Los Ange les. With that, I give you Bud Morrow.
KENNEDY: Now, Rich ard 's background is a
little bi t different from the others' in that
w hen he gradua ted from college, the Un iversity of Missouri , in 1958 with a B.S. in business adm in istra ti on, he went right to work for
Lincoln Nat io nal Life in 1959 as a gro up
insurance trainee, w hich I ass ume is righ t
near or in th e vicinity of the bottom of the
ladder. He was in 1960 appo in ted gro up sales
manager with offices in Chicago for the centra l region of his company, and then in the
fa ll he m oved to For t Wayne, w hi ch is th e
headq uarters town , as vice president w ith

~
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responsibilities for market planning and
product development in the life and health
insurance fields.
In December 1974, he was made vice president and was in charge of advertising and
sales promotion. In 1978, he led a team
evaluating the en try of Lincoln National into
personal lines, property and casually fields,
and in 1980 he was elected treasurer of the
Lincoln National Corporation and kept his
other planning functions and duties. He is
also chairman of the Lincoln Nationa l Variable Annuities Fund Board, and in February
1981 he was named president and chief executive officer of Chicago Title Insurance. In
1981, he was made president of Chicago Title's parent, which is Chicago Title and Trust
Company. With those words, let's welcome
P.icha rd P. Toft.
I think it might be interesting to have a new
viewpoint on our industry from somebody
who is coming in and reevaluating both the
industry and his company. I think most of us
perhaps would like to start over with our job,
but it's too late. Let's ask you David, before
your appointment as president, what were
your thoughts as far as title insurance is concerned? Did you have any at all?
WOODWARD: Well, I'm afraid I didn't , the
reason being that Litle insurance is almost
uniquely an American system of conveyancing, and nothing like it exists in Europe. The
last thing I had to do before leaving Europe
was to dispose of property that I had, in
France and in England, and what I can say is
that the system here works much better both
in terms of how quickly you can actually conclu de a deal and the security with which a
se ll er or a buyer can move.ll is far superior to
anything that exists elsewhere. It is also very
much cheaper than elsewhere. Fees for
conveyancing are very large in Europe. So
a lth ough I didn't know very much about it
before I arrived, what I found was really
sa lisfaclory.
KENNEDY: I think we can use him in testimony before the Congress-not only the
best product but the cheapest in the world.
How abou t you, Dick? You were a littl e bit
different from David. David looked like he
just plunged in, while you were with the parent and had some background in title insurance.
TOFT: Well, I was with the holding company
with an interest in Chicago Title and Trust
Company, but my knowledge of the field was
limited . The interest of the parent was very
keen . through the late seventies, because as
th e performance of the real estate economy
began to slid e, our concern with respect to
the performance of our subsidiary mounted. I
canno t claim to have had a very deep awareness of what was happening in the title insurance industry. Consequently, I have found
the last 18 months lobe very educational.
KENNEDY: How about you, Bud? You also
were in somewhat the same si tu ation in that
you were on the parent company's board and
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were ab le to observe the actions of the title
insurance industry.
MORROW: Well, what I could see at that distance it didn't make a lot of sense. I had some
familiarity with the business way back when
I was a young lawyer because the title company in Providence would regu larly reject
most of my proposed closings. I would have to
redo them or gel curali ve deeds or something.
So I always th ought it was kind of a pain.
Nothing I have found recently lessens that
sensation. With all that it's sti ll a very
challenging business.
KENNEDY: Le t's see now, to sum that up,
"it's generally a pain but a very challenging
business."

time in our companies a lot quicker than it
used to be. Sol would have to say we've had a
very aggressive program over the last four
months, and it will take about six or eight
more months to complete it.
KENNEDY: Well, that is interesting. That is
almost a total restructure designed to improve the profit.
MORROW: And the service. Oddly enough
while we have eliminated a good deal of what
l would say tiers of possibly not very remunerative review, we are spending more to increase the size of the underwriting staffs and
the quality-control aspects. We're chopping
where it doesn't help the product and increasing where it does , which I think is a
proper emphasis.

MORROW: Challenging business.
KENNEDY: Do you think it is a va lu able business and one that is vital in terms of the economy? Well, I can certainly agree with the pain
part.
MORROW: What's painful about it is that it
has such an important role, which seems to
me it goes about the job in about as illogical a
manner as one can because the industry has
seen an enormous grow th in what it is giving
and I don't see any corresponding growth in
what it is gelling.
KENNEDY: Here, here give him a hand.
TOFT: I would agree that the industry seems
to have a curious pattern of passive behavior
until quite recent times. But the role of the
'industry is irrefutable and a very significant
one. The industry should be rewarded more
handsomely than it has been.
KENNEDY: Good. Well we're sure glad to
have your help in that area. Now, I don't want
any of you, and I know you won't, to divulge
any trade secrets, bull am going to try to pry
some out of you. What, and we'll start right
here with Bud and go back the other way, are
you trying to do with your company on a
short-run basis right now?
MORROW: Well, we've gone into a fairly extensive restructuring of our operating philosophy as well as many operations themselves
to e limin ate the accumulation of many years
of bureaucracy. I think we have achieved a
much leaner organization. We basically now
look toward slates, and there used to be severa l structures of division and regional
management that we found were more review than money making, so we have eliminated quite a bit of the paper handling between the point of sale and the home
company. I think we have done a fairly extensive restrucling and also undertaken a very
comprehensive effort at full computerization ,
which unfortunate ly will take a co upl e of
years, and I think that we've also reexamined
those places where perhaps we should have
agents rather than direct operations. Most of
all we've taken action to make the reaction

KENNEDY: Well, as a competitor why don't
you just lake your lime, Bud?
MORROW: We 've been taking our time since
about 1886, and it's lime we got going.
KENNEDY: I think you are going to. You
sound serious. Dick, how about you? What
are you trying to do with your company in
terms of restructuring?
TOFT: Well, most of what we are trying to do
is certainly in pursuit of attaining and maintaining profitability and a more impressive
rate of profitabi lity. I will again say that I
don't believe there has been sufficient focus
on the very essential nature of an adequate
return on the investment in this industry, and
that is a very important focus of ours.
We h;;tve been attempting to do many of the
same things that Bud has cited. We have reorganized the company. We hope that we are
more responsive to the marketplace. That is
certainly our intent. We are focusing on the
customer as well as on the market. But it does
take lime, and it would certainly help if we
had a little improvement in the real estate
economy while we are trying lo do this. That
hasn't taken place, so our effor ts to control
costs have lo continue, and we are continuing
those effor ts.
KENNEDY: David, what steps are you taking
in this area?
WOODWARD: Well, l think the past tense is
more appropriate, because the things that we
have been doing over the last two or three
years are now beginning to see some benefit,
and I don't think we want to do too much
more right now. We have made significant
reductions over the last few years as everyone has. The company three years ago had a
lot more employees than now, but we are still
searching the same number of titles, and we
are still pulling the same number of policies
out on the street. We are getting better revenues due to a greater emphasis on the highliability end. So we really do feel, despite all
the gloom, that everything is in place, and we
really just would like to stay with it, and we
think that we will be profitable. In fact, we

are profitable as a company, and I see that
continuing. So, really, we are not looking for
any major changes, and I don't think we've
ever had any major reconstruction; there was
not that much that was fundamentally wrong
with the company, and it was just a question
of fine tuning. I think the fine tuning is paying off now. One and a half million housing
starts, and I guarantee you good results at a
million, it's still tough to make money, but I
think it can be made.
KENNEDY: I do too. I think we are all somewhat depressed, each of you as you look back.
We've all made giant cuts in staff, and it's
sickening how much money we should have
been making based on the productivity per
employee we have now.
Now, I'm curious again to learn what you
people think. The title insurance industry is a
vital industry and will survive. I don't think
there is any question about that-but in what
form? Do you visualize continued ownership
by large entities similar to what we have at
this table?
WOODWARD: Well , I think what we are
probably going to see once the industry returns to profitability is that it will suddenly
come to the attention of a lot of big real estate-related companies. Lenders, particularly
I think , will start to cast covetous eyes on the
title insurance industry. What the legislative
climate will be at the lime, I don 't know, but I
assume the way things are going it might be
quite practical for such mergers or acquisitions to take place. I see one-stop shopping
becoming a possibility. I'm not sure it's necessarily in the best interests of the title industry, but it might well be in the best interest of the real estate industry as a whole.
We just have to recognize these things and
make sure we come out of it well. I do believe
that we are going to see more of the lending
institutions looking for access to the title insurance business, and I think they will get it.

think it will probably happen in some of the
major urban areas first. What then happens
remains to be seen, but we will be prepared to
deal with it.
KENNEDY: How about you, Bud, what is
your vision of.the future in that area?
MORROW: Well , I think I really am too new a
player to have any deep-seated feelings. I suspeel very strongly there will be many more
players, which is not a good thought or a
happy one,.but I suspect that will be so. But I
just don't know when it will come and what
will be the role of the various elements
within it as yet. I think I'm pretty much like
Dick: At the moment I can think in terms of
1983 and backwards to now, but 1984 is another kind of specter. So I will just have to
wait a while on that.
KENNEDY: What about the role of the small
agent, the small individual operator who is
really the backbone of our industry? Do you
envision any real change in what is going to
happen to him?
MORROW: If anything, I would suspect that
role would probably improve or at least be
more secure. I think that one thing must be
obvious to most people, shall I say the large
entities, is that they do fairly well in the major metropolitan hubs and they learn new
ways to lose in the smaller ones. So that to
some extent the avaricious aspect of the business, I think, should have been satisfied by all
intelligent people by now, and I think the
smaller agents will have a better defined role
and also can hook onto some of the benefits of
size thanks to the development of the minicomputers. They can acquire many of the advantages that formerly were pretty much reserved to users of large mainframes. So I see a
fairly profitable area there , one somewhat to
the ending probably.

TOFT: Well , I think that there will be more of
that in the future as opposed to less. I don't
know that I see it as a dominant theme for the
near term , and I must say that throughout all
this I'm not thinking a great deal about 1990.
I'm trying to get through 1982 and 1983. So we
may pay a price for a short-term focus, but we
have to pay that because of the circumstances
we find today.

KENNEDY: That brings up the question
we've been debating in the industry for years
and that is "Why an agent can make money
and a title insurance company with a branch
can't make money?" I think you come to the
realization that the man with his own money
at stake seems to do a lot better and work a lot
harder than if it is somebody else 's money. I
know in our company we always say, "What
would you do if it was your money? " And the
answers are shocking. Why the hell haven't
you done it then? They say, "I'd cut; I'd do
this; I'd do that. " How do you feel about the
role of the small agent, Dick?

I think there probably will be some integration of the real estate industry. I think that it
will move faster in certain areas of the country than in others, and there is a great deal of
this country out there. So what happens in
Los Angeles, Don, may not set the pattern for
central Indiana. We will be prepared to deal
with what happens in the future , but I do not
have a clear vision as to what form it will
take. I think there will be more integration. I

T.OFT: Well, you've just stated a lot of what I
feel. I've been dazzled by the efficiency and
performance in this economy of some of the
agents and agencies that I have visited over
the last several months. The quality of the
operations, what they have been able to do
through these difficult times, has impressed
me very deeply. It is very clear that we have
to get more to that standard of performance in

KENNEDY: Dick, how do you feel about the
one-stop financial centers that David alluded
to?

our company operations. I think the role of
the independent agent in the future will be a
significant one, particularly when one considers the size of this country. To assume that
a given method of marketing our product in
urban centers is the dominant theme
throughout the land just isn't so, and the independent agent will have a role, probably an
increasingly important role, if the underwriters learn from at least the current cycle and
do not repeat some of the past nonsense.
KENNEDY: Yes, that is a fear, isn't it? That
we will get right back on the track when business gets better. We'll go right back to the
same old game . David, how do you feel about
it?
WOODWARD: Well , I think the subject has
been pretty thoroughly covered. Obviously,
we all recognize how well agents can do, particularly in the smaller counties. Answering
questions about the title industry is very difficult because the industry is so many different industries, depending on which part of
the country you happen to be in. An agent in
New York is in a completely different kind of
business from one in the Midwest. In some
areas the agent can compete and provide
equal or better service; he can meet the underwriter head on, but I see that becoming
increasingly difficult in the big metropolitan
areas.
KENNEDY: On that subject, David, it is interesting to examine the agent activities in
Los Angeles, which I guess is the largest real
estate market in the country.
WOODWARD: Well, perhaps they would not
be q uile so large as they are today if they
were paying a realistic premium.
KENNEDY: I'm with you. One of the things
that just irritates the life out of me and that
Bud has alluded to is the use of computers
and the ability of those who control the computers to enlarge their responsibilities in an
area without you noticing it. It is an art that
they practice that is very expensive. You
mentioned, Bud, that you were going to computerize the whole, I think you referred to it
as the "whole mess." What plans do you have
in that area?
MORROW: We have probably five discrete
computer systems, which is probably four too
many, around the country, all independent,
and we are making an effort to at least study
the architecture of a comprehensive computer system that will take care of statistics,
accounting, financial data, and do the work of
the title plant, and avoid having to reenter
information continually up the chain of business. But that is a big project. It may or may
not be successful. We're doing the architecture for such a plan now. I did it once at Avis
and it worked, but that doesn't mean it will
work in the title business; however, I think it
can. Certainly there have been enough techTitle News • January 198J
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nological improvements.
The big thing is that we have gone, I think
as an industry, into it in bits and piecessomething computerized here, and something computerized there , without much
logic in terms of what we are trying to do, and
it has been aggravated by the fact that companies have to do business in different ways in
different parts of the country. You and I both
have some experience with the computer
system , ! believe, with plants that are on their
way out. So one hopes to do better than that.
But the shared plant and many of the other
things that come with the computer I think
make a lot of sense.
KENNEDY: I'm being careful with this question as you can tell, either that or I am just
tired and stuttering. Do you have people or
are you (you said you put a computer system
into Avis, which is obviously successful) and
in doing that did you acquire enough knowledge so that you could ride herd on these
wi ldm en that are in the computer business?
MORROW: Well, at vast expense you do
learn to somehow tell whether a person who
is silting back in his desk and looking at the
ceiling is thinking or sleeping. Those competitive secrets I won't share.
KENNEDY: How about you, Dick , on the
computer aspects of our business?
TOFT: Well, it certainly is one of the more
challenging dimensions of the overall challenge. There is no question about that. I for
one would like to see it under proper legal
guidance of the association or whatever is
necessary. I would like to see more cooperation within the industry on the utilization of
data-processing technology. It has been done
in other indpslries, certainly, such as the airline indus try where there is an industry-wide
system. The investment that will be required
to bring real efficiency to this industry will be
very large, and probably a number of us are
independently trying to achieve some of
those efficiencies now. I would like to see
some expiration of the opportunity for cooperation on the development of systems for the
future. We are doing some of the things that
Bud has referred to; however, we have also
reduced the investment in data processing
made by our company. We have had to, and
we felt that it was possible to do that without
too grea t a cost to the future. There is a little
surplus in that area as there is in most if you
look at it hard and long enough.
WOODWARD: Well, I suppose my prejudice
against computers comes from the fact that I
spent about 15 years selling them and I don't
really believe that any of the systems with
which I was involved really delivered what
was promised. Computerization is always a
much more difficult and expensive task than
y.ou envision when you begin, particularly
with large central systems. I am deeply suspicious of the cost effectiveness of many of
26

January 198J • Tirle'News

the things you see being done on the computer today. I do think, with the advent of
much lower priced hardware particularly at
the mini and small workstation level , and
with the increasing cost of labor, the case for
using computers is going to become stronger
in the title industry. The closing function, I
think, is particularly well suited for small local computers.
Title plant work on computers depends on
where you are. On this coast, I don't believe
that the computer offers too many advantages, some of our manual plants are extremely efficient and built around local recording methods. After 105 years in a county,
you expect a manual plant to be very comprehensive , and it's going to be a long while before a computer can beat that. But I think we
will see more and more computerization, and
it should become more practical as prices
come down.
KENNEDY: David , in your company or either
of the three of you, how do you control the
giant amount of informalon that you get from
a computer that you don't want?
WOODWARD: The great advantage of a computer, I used to tell people when I sold them,
was that the computer could be selective for
you. I do believe that exception reporting is
one of the great advantages of the computer,
and if you are getting informaton that you
don't want, you should just not have it, you
know, and it is capable of highlighting exceptions. If you can specify what it is you want to
look at, it should be ab le to give you the reports of just that information. On the finance
and accounting side , the system that was in
place before I got to Commonwealth is a very
fine one and does not overload us with too
much irrelevant information. The trouble
with exception reports is that you get to rely
on them so much until one day you actually
dig into the detail and you find out what the
computer hasn't been telling you. But I think
exception reporting is the answer.
KENNEDY: Dick, how do you treat the-I'm
getting back again to the matter that David
was talking about. Do you run a committee
or, Bud , do you have committees that say,
"Computer, this is what I want from you, and
no more or no less"-is that how you do that?
TOFT: About a year ago we formed an automation steering committee-one had existed
and had been allowed to disband or trail off in
some way but we have formed a new committee-and we are finding it useful to use that
device to focus on the utilization and the big
financial questions with respect to where we
are going with data processing.
MORROW: We have a review committee
now and also a process of selectively eliminating reports and seeing if anybody knows
they are gone, which is the best clue of
whether you need them. It is surprising how
many are not missed. So that is another way

of going about it too. But we do have a review
committee, in fact, several, and they do meet
and they do have agendas. The idea is to work
with the improvement of our system. It is
quite true that if everybody can ask for a report then you'll get an infinity of reports.
KENNEDY: I think that is one of our problems. What, in your experience in the title
business, fundamentally different problems
are you facing than you faced in your prior
work? l know that we in the title industry
really haven't been used to people from the
outside coming in. You read in the Woll Street
Journal constantly where a manufacturer of
toilets goes to the President of the bank and
vice versa. There is no connotation of that at
all. But we really haven't had that in our industry, and lam curious as to what problems
you have run into. Bud, why don't I start with
you?
MORROW: Well, the only other two businesses I was in with any continuity both had a
very strong preeminent industry leader and,
therefore, were rather organized. I don't find
that in the title business at all. There is no
single dominant company, and there is sort of
a chaos in the marketplace I might also add.
But one can gel used to that I guess.
KENNEDY: If one wants to.
MORROW: One has to. The big difference
that I see is that it is a very highly competitive
and somewhat emotionally energized industry, and it hasn't really looked at its problems
very clearly for a long time.
KENNEDY: I think I can agree with that.
Mainly, we're going to lose our market share
but we'll gel some help from you anyway. Is
that the way this is going to work?
MORROW: I wou ldn 't think of it, Don.
KENNEDY: You scare me to death. I've
enough problems. What about you, Dick? Although you were in the general insurance industry, it's a little different game. We know
we aren't really insurance.

TOFT: Well, I have to think very hard about if
you stress the fundamental differences, I'm
not sure that fundamentally there are that
many sharp distinctions between this industry and other forms of insurance with a few
exceptions. I do think that the risk appraisal
and the risk-spreading devices in other lines
of insurance are much better developed. Reinsurance pools and risk appraisal seem to be
much cleaner in other lines of insurance, and
I think that needs attention in our industry. I
also think that the sheer amount of risk that is
assumed, sometimes inadvertently, in the financial transactions is just mind boggling and
our assumption of that risk, without adequate
compensation, is just ridiculous. We are ad-

dressing it, but we have much to do, and we
should certainly be paid more handsomely
for the risk that we assume.
KENNEDY: Did you read the report by the
Pennsylvania group? It holds very strongly
th at th e title insurance industry cha rges too
mu ch for its service, and we paid $75 ,000 for
that remarkable bit of information. David .
WOODWARD: Well , I think Dick has touched
on the fact that shocked me so much when I
came to titl e insurance as an outsider. The
overwhelming fact about the title insurance
in dus try is that we are too much at risk. An
act of infidelity by someone you haven't me t
and don't eve n kn ow exists and over whose
actions you have no control can set a compan y back severa l million dollars. These
kinds of losses are no longer th eore tical; they
are happening, and I don 't know too many
other industries that would be prepared to
contin ue to face thos e kinds of risks in the
way that we seem prepared to do. I haven 't
seen too much difference in th e way the industry is operating following some of th e major scams that have taken pl ace. Maybe it's
beca use we can' t do any th ing abo ut th em. If
we can't, then we have to lake a cas ualty approach. If it has lo become a qu estion of accepting th e random hits, then the rates simply do not support that kind of approach .
Ours is an industry that tradi ti onally has
spent most of its dollars preventing claims,
but now we are faced with large unpreventable claims. They are significant claims, and
th e few cents in th e doll ar that are left ove r to
cover these risks are inadequate.
KENNEDY: So what do we do about that, David? That is an insolvable problem almost.
WOODWARD: Well , I suppose in most industries the market would take over and the
rates would go up. Common sense would indi ca te that tha t is what must happen. But we
appear to have an in du stry that is so fra ctured, where there are so many different
groups involved , where there is so much
competition that th e likelihood of the industry of its own volition taking the necessary
steps seems remote. We can' t get together and
talk to each other because of antitrust; even
th e rating bureaus are und er attack. I don't
know. I mean , "What is the answe r?" Clearly,
our rates should go up, but I don 't think th ere
is a single co mpany even represe nted here
today that has the ne rve lo do this in the present si tuation in any m ajor m arket that it is
involved in beca use the res ults would be immediate. Th e company will lose market
share, and ils competitors will qui ckly step in
and take advantage .
The thing that I think amazed me more
than anything else shortl y after I arrived was
to learn about one particular state where the
rates were extremely low. As a result of a
great deal of work and effort by th e local rating burea u, approval was given to a significant rate increase. What happened was that

the dominant company in that pa rti cular
state declin ed to use the new rat e and fil ed a
deviation. When you ha ve a situ ation like
that, Don, I'm sor ry, but I don 't know the answer. It is a very serious problem to face , I
think.
KENNEDY: I think th ere is a company here
that has learned from that lesson .
This is not on th e agenda , gentlemen , and
you don't have to answer or say anything,
which I know you won 't if you don 't want to,
but have you given a lot of th ought to controlled business? Shall I start with you , Bud?
MORROW: Well , only lo the ex ten t that it
appears to me that it has to be looked at from
both a federal and a sta te poin t of view, and I
guess a searchin g examina tion of the industry suggests th at th e quantity of virginity in
that a rea is very sli gh t.

ALTA has not yet been successful, and in the
meantime we have to do our business.
KENNEDY: So , I think what you're saying is
that yo u find controlled business regrettable,
but you have to make money, and if th at is
the way to do it th en you are going to have to
do it, but that you'll coope rate with ALTA in
any effor t to control "controlled bu sin ess."
WOODWARD: Well , I think we must draw
the line somewhere, but I speak for every
company when I say that. You know I'm not
speaking for Commonw ealth, because th ere
is no title company that is not heavil y involved in con troll ed business.
KENNEDY: That's right. Do you have any furth er comments, Bud?
MORROW: No.

KENNEDY: The quantity of virginity. That is
a good phrase. How about you , Dick? Have
you taken a look al that?
TOFT: Sure. We 've taken a look . Earlier in
our discussion, we talked from a little di fferent vantage point abo ut perhaps th e inevitabi lity of furth er integration of the real
estate industry, an d I think that is what we
are talkin g abo ut here. There will be oth er
forms of it. ll will happen. But our focus will
remain elsewhere. We think that the product
will be distributed in the vast geogra ph y of
this co un try by agen ts. We think their role is
essential to th e orde rl y process, and I think
that they will, at the proper time, find ways to
asser t th emselves with respect to this problem.
KENNEDY: That was ano th er good phrase.
David, how abo ut yo u.
WOODWARD: Well , I think you'd have to
define controll ed business for me, Don, because there seem lo be so many diffe ren t interpretations to what it is. Clea rl y, th ere are
situations that we see to be very regrettable
in whic h an agency or a group interposes itself without add ing any va lue or providing
any service and lakes dollars away from th e
transaction. I think that is regrettable, and I
wish that ALTA's a ttempts to bring some legislative fo rce to thi s problem had been successful, but they haven't been successful, and
I see no reason to think tha t th ey are going to
be successful, particularly with the present
administration. So, we're left with a situation
in which we have companies that we have to
run and th ose companies are short of business. All of us are short of business, and so
wha t does one do under such ci rcumstances?
Maybe President Reagan 's attitude will in the
long ru n prove to be correct, and the industry
will be better and healthier if the doors are
opened to con troll ed business. Frankly, I
doubt it. I don 't know wh ich way we're going
to go, but certainly trying lo co ntrol it th ro ugh

KENNEDY: On a new subject-! think you
people are better equipped to discuss th e
American Land Title Association than th ose
of us who are close to it. Start with yo u , David , what do yo u think the rol e of this association should be in the future?
WOODWARD : Well , it follows a littl e bit
from the previous point, I suppose. I don't see
that ALTA has been as successful as it should
have been on th e lobbying side , and I would
like lo believe th at we cou ld be more effective and th e interests of th e land title insurance business could be better presented to
governmen t and th at we could all benefit as a
result.
Now, I assume tha t this is a question of
dollars. If we are prepa red to spend th e dollars, th en ALTA co uld be more effectiv e than
it has been. On the other side is ALTA's role
in th e gathering of statistics and unifo rm
practices, etc. , and every thin g th at I have
seen seems lo be very well done and the service th at we get is excell ent. The standards
that the ind us try adheres to seem lobe fine.
It's just what ALTA 's rol e should be on the
lobbying side , an d if we decide we want
ALTA lo speak fo r us in gove rnm ent, I think
we have to strengthen it and give it the resources with which it can do that.
KENNEDY: I think later on th ere will be a
report from the peo ple who are involved in
lobbying efforts, and I think they have had a
fair measure of success just recently in the
area of con troll ed business so I would ask that
you hear that report.
WOODWARD: I would like to withhold my
judgments .
KENNEDY: That is fair enough. How abo ut
you, Dick?
TOFT: Well , it is somewhat presumplious to
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comment here, but that won't stop me from
doing so. I've seen the association at work
through two annual meetings now, this being
the second th at I have attended, and I've been
impressed with the role of the association
generally speaking.
I think the annual meeting of last year was
far more substantive in its content than I suspected in advance. I have been to many such
meetings in other lines of insurance where
they do not do so good a job with respect to
program content.
The role of the association in the future
interests me because I think the political base
of the industry is a very very significant one
when you recognize that we have, or potentially have , a source of influence in every
county in the country, and there are few industries that have that political opportunity. I
don't think that opportunity has been utilized
all that effectively, and I am sure that many of
you in the association have worried over that
for years. I do see a role of the national association in trying to make local associations and
state associations more effective. I think
political action kits for use at the state level or
the county level should be looked at carefully
by the association as it tries to think through
how to make the entire industry more effective in the process of influencing legislation
in which the industry is interested.
Now, unfortunately, the industry does not
always have a common view as to what the
form of legislation should take, but, generally
speaking, there is more agreement than disagreement. I think the opportunity for influence is sti ll there, but th e direction should be
reexamined. There has been a success recently, and we should be very grateful for
that, but I would like to see more liaison with
the state associations. I think that the power
is really at the local level and should be pursued more active ly in some cases. I also
would like to see more focus by the industry
on some of the matters of ·risk avoidance.
There could be cooperation there and perhaps there can be cooperation on data processing. Those things are done in other lines
of insurance. In the life insurance industry,
the amount of cooperation and idea sharing is
astounding, and it seems to get through it
without any antitrust implications, and I
think we should look at some of those opportunities as well.

think it has a big role, but I'm not so sure I see
it as especially effective going below the federal level and into the stales. But, then again,
I will have to confess I'm pretty green looking
at things.
KENNEDY: Well, gentlemen, I th ink that
about brings us to the end of the topics that
we had, unless there are some questions from
the floor.

LUGAR-continued from page 8

was sort of the same question we get back
with the capital pool. Why housing? Why the
preference? So I said , " Well it's not just housing, Mr. President, we're talking about jobs
for a lot of people. " This housing thing has
many ripples. It takes in lots of folks, and I
said we are going to have unemployment reports each month for the next four that are
going to be worse and worse. The entire program that we are embarked on may come into
some greater political jeopardy. It seems to be
very wise to gel unemployment down , to get
back more people into houses and restore the
American dream to a lot of young people who
don't have much of that dream now. Unhappily, the President recounted a conversation
he had had with a friend up at the United
Nations who was a builder, who felt that interest rates were coming down anyway and
that housing starts were going up and, in essence, my legislation might be coming behind
the power curve of events. That did not turn
out to be the case. The builder friend of the
President was dead wrong. The blip at the
time was HUD-sponsored public housing projects, not private starts in thP. market. Although the very last report gives us the first
glimmer of hope that as interest rates are declining in the long term , we 're beginning to
see some people at the margins reentering the
market.
We may need to take a look at such at-

tempts as the housing legislation in the future
if we are to get off dead center. I suspect we
will need to do that to restore at least some
vitality to a very large industry. But the question will still persist, and it is one that I hope
will gauge your attention and imagination.
Why housing? Why the priority? Is there
something we have taken for granted all this
time that was unjustified? Now my own prejudices are obvious. Housing, the ownership
of property, the ability really to exercise that
opportunity in our country, is the glue that
holds together our democracy.
As a nation, we have made some bad business decisions. We made some labor contracts that were not wise. We were not so
hard nosed as we ought to have been with
regard to material costs, with regard to all the
things. Businesses have changed. Individuals
have changed. The process we are going
through now is a result of all those changes
coming down awfully hard on top of each
other.
But this country's economy is fundamentally stronger. We are more competitive. We are tougher both at home and
abroad. We are thinking through what our
priorities ought to be both as individuals and
in a public sense. I appreciate very much the
sense of this competitive mechanism that you
bring to it. I've supported in Congress this
year those aspects of the banking legislation
that you found most important in a procompetilive way. I've continued to do that, but I
challenge each one of you as individuals, as
thinkers in your own right, about the economic scene to think through along with
those who have some public responsibility.
What ought to be our priorities? What ought
to be our incentives for saving? How should
that precious capital be utilized? In what
forms can it be best dispensed? If there is a
general competition for capital, what will be
the choice with regard to the housing component as opposed to other things? And should
we change the ru les of the game, tax wise or
administrative wise, to make a tilt as a point
of public policy?

KENNEDY: Thanks, Dick. Bud, how about
you?

TITLE INSURANCE AGENTS, THIS IS NOT IMPORTANT
PLEASE DO NOT READ

MORROW: Well , I certainly am a big be liever
in industry associations if they are effective
and don't try to do too much, that is, r don't
think you can get a monolithic structure that
will cover all the requirements of the title
industry, stale and national, but I certainly
see ALTA as representing the industry in the
federal sense and it should be very active in
that area. I also agree with Dick that much
cou ld be done in the technical and administrative areas of the title business too to help
in some way or other reduce the cost of exploration for some of these avenues. So, I
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What goes

on behind
closed
doors. • •
in the title industry? Do your
customers really know? The
brochures and visual aids listed below
can be a tremendous help in advising
the public and your customers on the
important and valuable services
provided by the title industry.
These materials may be obtained
by writing the American Land Title
Association.

:.··

ALTA full-length 16mm color
sound films

Things You Should Know About
Homebuying and Land Title Protection

Brochures and booklets
'(per hundred copies/sh ipping and/or postage
additional)

House of Cards .
This promotional folder emphasises the
importance of owner's title
insurance . . . . . . . . . . . . . . . . . . . . . $ 2 2

*

Protecting Your Home Ownership
A comprehensive booklet which traces the
emergence of title evidencing and
discusses home buyer need for owner's
title insurance . . . . . . . . . . . . . . . . . $ 3 0 *
Closing Costs and Your Purchase of a
Home
A guidebook for homebuyer use in
learning about local closing costs . This
booklet offers general pointers on
purchasing a home and discusses typical
settlement sheet items including land title
services . . . . . . . . . . . . . . . . . . . . . . . $ 3 0 *

A Place Under The Sun (21 minutes)
Animated film tells the story of land title
evidencing .. .. . .. .. .. .. .. .. .. . $155
1429 Maple Street (13 1/z minutes)

This brochure includes a concise
Live footage film tells the story of a
explanation of land title indust ry
house, the families owning it, and the title
operational methods and why they are
problems they encounter. . . . . . . . $ 14 0
important to the public . . . . . . . . . . $22*
The American Way (13 1/z minutes)
The Importance of the Abstract in Your
Community
An effectively illustrated booklet that uses
art work from the award-winning ALTA
film , "A Place Under the Sun" to tell about
land title defects and the role of the
$35*
abstract in land title protection .
Blueprint for Homebuying

Live footage film emphasizes that this
country has an effective land transfer
system including land recordation and
title insurance . . . . . . . . . . . . . . . . . $140
The Land We Love (13 1f2 minutes)
Live footage documentary shows t he work
of diversely located title professionals and
emphasizes that excellence in title
services is available from coast to
coast ...... . ......... ... ... . . . $115

:rhis illustrated booklet contains consumer
guidelines on important aspects of
Miscellaneous
homebuying . It explains the roles of
various professionals including the broker, ALTA decals
attorney and titleperson . . . . . . . . . $40* ALTA plaque
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Training, Education, Diversification,
An Abstracter's View Of Title Insurance
Connie Wimer
John J. Roney
Thad l3ostic
C. L. Hubbard, Jr.
David F. Upton

Ms. Wimer is president, Iowa Title Com-

pany, Des Moines. Mr. Roney is president,
Grand Traverse Title Co., Traverse City,
Mich. Mr. Bostic is vice· president, Lawyers
Title Group, Inc., DeLand, Fla. Mr. Hubbard
is president, Stewart Title of Glenwood
Springs, Inc., Glenwood Springs, Colo. Mr.
Upton is president, Southwestern Michigan
Abstract and Title Company, St. Joseph ,
Mich.
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RONEY: Several months ago, I had th e
opportunity to spend several hours w ith Bill
McAuliffe. We got onto the topics of employee training and training programs in general.
He asked me if we had a training program
in our office and !told him we did. He asked if
I would lik e lo discuss, at th e upcoming
ALTA conven ti on , w hat we do in our office ; l
sa id l would be glad lo.
Next, I received a ca ll from Connie Wimer
giving me some details regarding what I was
to speak on and , of course, here l am.
In preparin g for my talk, I thought back to
th e discussion Bill and I had had and remembered he was somewha t surprised lhal we
had a train in g program for our employees.
Yel, l can't believe there are abstrac ters or
agen ts who would hire an emp lo yee for a
particular job with out training him. Consequently, what! am abou llo say lo you probably will not contain unique ideas or experiences, but by the same token, it may be of
some help lo you.
ll might help you lo relate lo what we do if!
told you a li lli e bi t about our area and our
business. Our coun ty population is about
25 ,000. That 's th e size of the year-round
population. I'm told that in th e summertime
we ge l up lo more than 100,000 , bu l the
population lhal gives us the work that we do
is abo ut 25,000.
Our office is located in downtown Tra verse
C it y, two blocks from the courthouse. We
have eight employees. We have three typists ,
two examiners , one lax and cou rthouse person , who also does searches and abstracts,
one final policy pe rson , and one poster or private plat person.
The serv ices we offer are searches, abstrac ts, title insurance , and esc row services
such as mortgage closings and construction
loan disbursements.
Our plant is a tract index. We opera te with
a tract and with private plats. The tract is
maintained on a dai ly basis by obtaining hard
copy from th e register of deeds offi ce and
then posting it in our tract. We get the hard
copy by making a copy of daily recordings.
We also ge l our own lax informa ti on from the
treasurer 's office.
Every new employee we hire spends several hours each day for about two weeks at

the courthouse, becoming acqua inted with
what we do al the register of deeds office and
the treasurer's office. A new employee also
learns how lo ge l information we need from
the circuit court clerk 's office , the district
court clerk's office , and th e probate co urt office.
Our typi s ts nol only type but also are
responsible for gellin g our hard copy from the
register of deeds office , answering the
phones, taking orders, and doing admin is trati ve work such as reporting lo our underwriters and filing. When we hire a typist, lhe
person must learn how lo do more th an type.
The emp lo yee is trained by a woman I like to
refer lo as our girl friday. I'm sure most of
your offices have one . Sh e's been with us for
about eight years. She came to us with some
exec uti ve secretary train ing. She knows how
lo do just abou t everything in the office; she is
someone whom we would be lost without.
She is also one of the typists.
T h e new typist's courthouse duties are
learned by leach ing her how lo use a Xerox
machine and showing her what parts of th e
instruments we genera ll y want pictures of.
Becoming an accomp lished commitment and
po li cy lypisl is a little more difficult and lime
consuming.
We start o ur typists by giving them
searches and abstracts lo type. Then we give
them policies, and finally, comm itm en ts.
Admi ni strative duties are learned by
teaching new typists how the rate schedule
works. We have prepared a precomputed
repor tin g rate schedule so that all they have
to do is find th e premium charge for a particular policy. Right next to lh e premium charge
is the amoun t lhal we remit lo the underwriter.
New emplo yees learn how lo take orders
by lis tening on the phone while other
employees take orde rs. This way, they become familiar with how to handle customers,
what questions lo ask, and how to put
information on our applica tion form.
We had occasion about six months ago to
hire a person to do our posting and private
platting. He sta rt ed his shor t tour of duty al
th e cour th ouse. Fortunately, he had some
surveying background, so legal descriptions
and drawings were nol new lo him. But he
had to learn the nature of va rious in-

strumenls that are re corded , an d how to pos t
th em properly in our tract.
We train ed him to do that by le tting him
work with ano th er em plo yee who knew how
to pos t and look on th e posting d uti es for a
whil e. He lea rned fir st by watching, then by
posting lots in th e subdi visio ns, and finall y by
posting th e acreage. Of course, on e of our
peopl e chec ks hi s posting an d will for quite
some tim e. Eventually, h e will also do
searches and abstracts. He'll start with simple
interim search es and then grad ua te to more
complex search es.
As you may have guessed, two or three of
our people are cross-train ed to do posting and
closings, title in suran ce, as well as final policies.
We train our exami ners by teaching th em
ho w to do search es and abst rac ts and how to
put toge ther a chain of title. Then they work
for a while in the fin al policy department
learn ing how a co mmitm ent is se t up . Finally,
they start as examin ers, doing reissues and
graduating to th e more d iffi cult orders.
1 might add that whenever we h ave had to
replace employees other than typ ists, we
tri ed to upgrad e our own employees by giving
th em more respo nsibl e positions. We can
then hire for a simpl er job and also h ave a
built-in trainer.
Our ongoing training is usually handl ed
through sem ina rs put on by our und e rwriters
or by th e Michigan Land Titl e Association
Education Committee. We also work in a
large open area and try to comm uni ca te with
one anoth er, thereby leaching one another
through the qu es tion and answer system.
I think that yo u all will agree that when
you have to hire a new employee, it would be
very simple if you co uld shut down your offices for a we ek or tw o an d give them constant trainin g. But of co urse, we can' t do that.
So I think th ese th ree items are ve ry important. Number one, try to upgrade yo ur
own em ployees. Give th em more responsibilit y, and then you can hire somebody fo r a
simpler job.
Two , try education by exa mpl e. We do
work in large open areas. From tim e to tim e, I
get a call from somebody who wants to as k a
qu es tion. I give an answer, and someone as ks
me what the question was. T hen I go through
and explain what the problem was and teac h
in that mann er.
Finall y, try cross-training. I think crosstraining is aw full y important. If yo u crosstrain , you've got two or three people who ca n
do various jobs.
Of all th e s ugges ti on s I' ve m ade, tho se
three are probably th e most important.

Since 1970, th e Land Title Institute has provided titl e industry educational courses for
title compa n y em ployees throu gh out the nation. Th ese co urses a re conducted directly
with en roll ed stu dents by mai l. There are two
co urses. The basic course has 12 sections th a t
are st ru ctured and designed for beginners
and lower echelon employees.
The advanced cou rse has 18 sections designed for more advanced employees.
I have passed out some appl ica ti on form s.
On the back of th e forms yo u can see the
topi cs covered in the two co urses.
When a st ud e nt is enrolled in the program,
he is se nt a tex t booklet covering eac h of the
sec tions, accompanied by a se t of tes t q uestions and a mar k-sensing answer sheet. The
tests are open-boo k tests an d have tru e-orfalse and multiple-choice answers.
Because most stud ents are adults, the tests
are designed as learning tools th at focus th e
student's atte nti on on more impor tant as peels of the text, rath er th an measure th e student's recall abilit y.
The tuition ra te for compan ies with less
than 50 employees is $50.00 per month for a
term of 12 months, plus $2.50 for each section
book.
Here are several comments from some of
the leaders of our in dustry:
Boren: " Your courses provide an excell ent
foun da tion for in-h o use job training program s. Our employees and office rs are favorably impressed."
We all know ho w impor tant Jim Robinson
has been to various training programs. He and
seve ral othe rs in Florida put toge th er a Land
Title Manual. It is a fan tas ti c book. Anyway,
Jim says thi s particular program is "the fir st
b reak thro u gh in title company emplo yee
training in th e industry's mod ern history."
Fred Benson: "The Land Title Institute program has been of significant value in th e
produc ti vity of our employees."

info rm ati on comes from th e co unty courthouse. so anyone e lse in th e world has access
to th e same inform ation. But how we obtain,
sto re. disseminate. and marke t thi s information is the sec ret to our s urviva l. As an ongoing task an d expense , we must obtain on a
regular basis a copy of every instrument recorded in th e cou rthouse, transport that copy
to ou r base of operation , post it to a geograp hica l or an alphabe ti cal in dex of some sort, and
then sto re it until we are ca ll ed upon to provide a product for a cus tomer. Thus, our expenses are neve r- endin g, but we may be abl e
to cu t corners along th e way.
Th e most comm on way to c ut ex penses is
to reduce employee cos ts. T his fact was evident in responses to th e questionnaire se nt
ou t by Conn ie Wimer, to which more than
400 of you responded. Th e majority of
respondents cut expenses by red ucing staffs
and hours. Others opted to cut salaries. Still
oth ers announced that th ere would be no pay
raises nor any new hi rings.
Acco rdin g to the survey, th e secon d most
common way of cutting costs was to cu t
down , or comp le tely c ut out, advert is ing
cos ts. A grea t number of th e members polled
have chosen to increase prices as a means of
comba ttin g th e busin ess downturn.
But what if yo u have done all th e cuttin g
yo u ca n possibly do , have a lso rai sed yo ur
rates, and a re still ope ratin g on what th e governm ent fondly refers to as a "deficit budget"? What do yo u do th en? The survey was
quit e enl ight ening as to the steps some of yo u
ha ve taken to slay alive. Instea d of retreating
and hoping things will get better, many members a re trying to cap ture a large r mark et
share. Some of th e methods e mployed are
quit e inn ovative. Increased adver ti si ng and
th e emplo yment of publi c relations persons
were th e most com mon means of ga rn ering
add itional business. Other ideas worth y of
note follow:

WIMER: Our next topic is div ersifi ed services. I wan t to thank yo u for your response
to my qu es tionnaire . At that point in time, we
had not chose n a speaker, and I was amazed
at th e number of return s. I don't know quite
what I expected , but there were mare than
400 returns.
Th e bad news is that almost all the res pondents indica ted that there had been so me layoffs or cutba cks in hours and sala ri es. It was
quite a negative reflection of our industry.
There were about 35 of th e 400 who had gotten into some new and d iversi fi ed se rvi ces.
Well , I sent thos e qu es tionnaires on to our
n ext speake r, who is Carlton Hubbard. He
h as been in that company since 1950.

• Holding seminars for realtors, lenders,
and a ttorneys
• Using additional und erwrite rs to provide
titl e ins uran ce coverage for all situations
• Pr e p ari n g various documents a nd
pe rform ing real esta te and loan closings
• Making various selected personnel ava ilabl e to a ttorn eys , realtors, etc. for "Gi rl
Friday" serv ices
• Providing information to rea ltors for
preparing lis tings and drawing up contracts
• Maintaining quality cont rol on your
work and providing good se rv ice.

BOSTIC: How many of you know th at the
association has a Land Titl e Institute? Good.
The Land Title Institute was founded by
Hart McKillop, who previousl y served as senior vice presiden t in charge of employee
education and training for Lawyers Title
Insuran ce Corporation .
During th e past 50 yea rs, McKillop has built
more than six titl e plants and has mana ged
and directed titl e company ope rations in severa l states.

H UBBARD : What is the ou tl oo k for the titl e
industry in th e eighti es? This is a question
th a t all industries are asking th emselves. We
know th e busin ess climate is less th a n bri ght
in most parts of th e cou ntry, so we must read just, regroup , sur vive , and thrive.
As abstrac ters, we have only one product to
sell -inform ati on. Normall y, this is provided
to the c ustom er in th e form of an abstract, a
titl e commitment , and/ or a ti tle policy. Our

If you hav e impl emen ted an y or all of th ese
ideas for in creasing yo ur percentage of the
market and are still h av ing a tough time making a profit, or eve n keeping your doors open,
th en let's stu dy other forms of pro viding
informati on a nd chargin g for th e same, thus
s upplemen ting ou r in come:
• Prepar ing reports to customers con ce rnin g transactions , enc umbr ances, and
li ens on a subscription bas is
• Providing ownership repor ts to various
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•

governmen t age ncies for zoning changes,
s ubdivi s ion a pproval , and specia l u se
permits (Usually, th e applican t is responsible for obtaining this report)
Providing su rv eying, mapping, platting,
etc.
Conducting various cou rthou se sea rch es
on a specia lized basis, that is, probate and
liquor li cense sea rch es
Adding gene ral insurance business
Re nting tract books to apprais e rs, oi l
co mpani es, etc.
Adding a craft shop and loy fac to ry
Subleasing space
Providing various comput er se r vi es

It is on th e last two items that I would like

to expo und for a few minutes. All of yo u
remember certain dates in history {hat will
always stay with you. Unfortunately, so m e of
th ese da tes are directly ti ed to some thin g unp leasa nt that you would just as soon forget:
Decem b e r 7, 1941 (Pearl Har bor), is one
exa mpl e. May 3, 1982, shall always be deeply
imbedded in my mind. It was on this date th at
I picked up th e morning paper and read th e
shock in g news th a t Exxo n had pulled o ut of
th e Colony oil shale project. Now, maybe th at
wouldn't shock most of you too badly, but we
had been doing a majority of th e titl e wo rk
connected with th eir oil shale ven ture and
the building of a new city ca ll ed Batt le ment
Mesa near the town of Parachute in western
Colorado. For a small office such as l run , this
cou ld have m eant a trem endo us loss of revenue, and s udd en ly my breakfast did not
seem so appealing.
Per haps fate plann ed it that way, but I was
scheduled to have a meeting with three of
Exxon's Battlement Mesa personnel a t 9:00
a.m. that day. At that meeting, !learned th at
two of the three had learned of the Exxon
pullout from television, while the th ird had
received a phone ca ll from his sup e rior
informing him of the sudden move. Imagine
what a startling revelation this must have
been to these people to learn that sudden ly
th eir jobs were in jeo pardy.
Some of m y empl oyees came to work that
mornin g with a ce rtain amo unt of apprehension and trepida tion. Some kn ew th at they
had been hired specifica ll y to work wi th th e
Battl eme nt Mesa project and were rightfully
conce rn ed. I was concerned.
Durin g th e period of tim e we worked with
Exxon and its su bsidiary companies, we
developed ce rtain reports th at th ey required
periodically r egard in g landowne r s hip s
surrounding their PUD perimeter, as well as
outstanding surface and mineral ownerships
"within " the PUD.
They used these for various hea rin gs before the coun ty planning commission for subdivision approvals. When the y first req ues ted
th ese reports, th ere wasn't any compu ter
service available to us in Glenwood Springs,
so we worked out a m et hod whereby we
could feed information into a computer system in th e nearby town of Eagle by means of
th e telephone lines. It worked, but it was expensive. We passed the cost on to th e customer, but a more efficient m e thod n eeded
J2
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to be implemented .
The co mputer company, also looking for
new customers, decided to move part of its
ope ration s to Gle nwood to try to expand their
se rvices into a new area.
It happen ed that we had some ext ra floor
space ava il ab le in our building that th ey
wanted to subl ease from us. The liming co uld
not hav e bee n better.
What has evolved from th e ashes of a certa in disaster is thi s:
• We hav e s ubl eased app ro ximate ly 20
percent of our fl oor space to the com puter people at a profit to us
• We use the equipmen t th ey moved into
the building w ith out having to outla y
funds to acq uire ou r own termin als or
printers. We do pay an hourly charge for
usin g the compu ter, but until it becomes
cost effective to ob ta in our own equipment, we have th e bes t of both worlds
• Th e programs we first deve loped for th e
Battlement Mesa project are now marketab le items th at we are proposing to other
deve lopers. New projects such as Beaver
Creek and the recent ly approved Adams
Rib project are both areas in which this
same kind of reporting system could be
implemented.
• Once we have determined all the record
owners ad jacen t to th e project area, we
assign arb itrary numbers to th e various
tra cts, maintain a map sh owing these
parcels, and th en h ave the posters make
note of any changes in ownership stat us
of th ese parcels. Thi s information is
plu gged into the compu ter so that our
ownersh ip lists are brought c urr ent
daily.
Ano ther innovation we are trying to get
programmed is our order book. When this is
completed we wi ll be ab le to pull up many of
the reports necessary to the everyday operati on of a title insurance agency and an abstract office. Some of th e repo rts it w ill provid e are
• Back-up files according to description or
name
• The number of orders received from any
customer over a given period of time, eith er monthly or year to da te
• The numb er of loans a particular lender
ha s made, and the ir amounts
• Th e numb er of o rd ers more than a certain dollar amoun t
We h ave tailored thi s program to fit the
abs trac ter / title agen t suc h as most of the
sma ll er offices in Colo rado a re, a nd we hope
to be able to market this package to oth er
offices in our area. Because we own a
percentage of the package, we wi ll receive
in come from the sale of any program. The
company with wh ich we are working does
work for severa l nearby counties , so we are
optimistic abo ut our future in th e comp uter
business.
I recently read an ar ti cle abo ut surviving in
thi s eco nomy. Th ere were severa l maxims se t

out. I wou ld like to share a couple of them
with you at this li me :
• ON CONSULTA TS-Consu lt with
yourse lf frequently. If you don 't like the
advice , you're under no obligation to use
it.
• ON EMPLOYEES-Show them love by
treating th em like members of yo ur famil y. Sure, th ey will com plain about taking
out th e garbage, but th ey' ll do it.
• ON ADVERTISING-Not to do it is like
winking a t a girl in the da rk.
WIMER: We'll go on to our next subjec t,
which is titl e in surance. It is going to be presented by David Up ton.
UPTON: When we were talking abou t thi s
meeting at th e Exec uti ve Com mittee meeting
in St. Louis , it was thought th at m any abs tracters are a fr aid of titl e i ~su r ance. They do not
handle it and they are conce rn ed about how
titl e insurance fits into th eir program.
I hav e been an abstrac ter as has Connie. By
law, she has to in Iowa. But title insurance, I
found , is a new field for many people. Our
company has been running title insuran ce for
20 years. Only in the las t five o r six yea rs,
however, have we concentrated on se ll ing
th e need fo r titl e in s ur ance to bankers,
realtors, and people we deal with on a dai ly
basis.
They are a ll a littl e bit afra id of titl e in sura nce policies or commitment. They don't
understand what it means. They want the old
abs trac t in th eir hand.
How many of you are titl e insurance
agen ts? Most of you. How many of you are
not? Are yo u all from Iowa, or somew here?
What I have to say this morn in g is d irec ted
mainly to th ose who don't handle title insurance. Maybe th ose w ho have ca n le t you
know how we've expanded our other portio n
of business in th e titl e insuran ce area .
First of all, when we star ted, we had to
assume th at rea ltors and len de rs did not
know a thin g abo ut title insurance. They relied upon the lawyer 's opinion and th e legal
feeling that the dea ls th ey enter ed into would
be a ll righ t w ith their associat ion, their
connection, or whatever it might be.
So, we had to start an educational program
for realtors and lenders. We developed a tape
show, wh ich I brought along with me this
morning, but had th e same problems th at our
previous people had in big rooms. Th e
microcassette d idn't p lay. So I had all th e pictures without the words. Today, I fi gured I
would just give yo u th e words and forget
abo ut th e pictures.
Through this program, we were able to tell
rea ltors and le nders just what titl e insurance
was ab le to do for them. The secondary
money market is certa inl y a big area in wh ich
title insurance is required. If you don't have
title insurance, lenders or realtors canno t
take adva ntage of this tremendous second ary
money market.
We had to explain to the lend e rs and to th e
realtors th e cos t of titl e insuran ce and how it

related to what th ey were acc ustom ed to payin g for abstracts.
Now, in abstra ct service we have always
und erc harged as an industry. Titl e insurance
rates in Michigan , anyway, are regulated by
law, so th e re is no difference betw een what
my co mpe titor might charge and what! might
charge.
We had to work at developing the variance
and c ost betwe e n titl e insuranc e and
abstracting. Titl e insurance is usuall y a little
bit hi gh er than th e abstract cost. We were
able to point out to them that afte r th ey look
th e abstract to th e institution or buyer, th ey
had to hav e a lawyer's opinion. That title
insurance po li cy, of co urs e, in clud ed an
attorney's opinion, because our commitments were reviewed e ith e r b y in-h o use
counsel or by oth e r lawyers.
We also told them th at when they went in to
the seco ndary issue of comm itmen t after the
primary iss ue th at th e rate would be further
reduced. So, th e overall cost of a commi tm ent, a titl e insurance policy in our a rea,
would actua ll y be less th an co ntinuin g a
property on abstract fees .
We th en had to train our personnel how to
write commitm e nts and what type of eq uipment to ge t so th a t we co uld be of se rvi ce to
o ur le nd e rs and to our real tor fri e nds.
We decided to go to word-processing equ ipment , which th e n allowed us to go into th e
automatic typin g of co mmitm en ts. That
would go into poli cies, which would save us
tim e chec king back and forth. We found that
to be a tremendous help to us. This was done
about seven yea rs ago, before we talk ed about
compu te rs. Those of yo u w ho have com puters can do the same thin g th a t we do with our
word processo r and probably a lot b e tt er,
with bette r information.
We ca n also do other work for o ur friends
besides preparing comm itm en ts and po licies.
We can type deeds for th em , prepare deeds
fo r th em on our word processor which th ey
can lake and u se for th eir own purpose. The y
may ca ll this doing lega l work, but we don't
add any thing . All we do is give them a
description of th e property. They can ta ke
that to a lawyer or whoever th ey have to prepa re the deed for com pl etion. In Michigan,
we canno t lega ll y prepare a deed in th e abstra ct office.
Then we work with realtors and lend ers
going out in th e field and talking with various
associations abo ut th e need for titl e in surance and how it affec ts the comm unit y. I
think thi s has done more for us th an an ything
else, because once th ey kn ew we were trying
to work on community development and
providing additiona l money to th e community through secondary money markets, they
began to understand w hat title insurance can
do for th em.
As an agent, we started out with one o r two
compa ni es. Now we represe nt six com pan ies,
so we are a multip le agent. We find it to be to
our advantage and to ou r customers' advan tage, because we fin d that while one und erwriter might not take the opportunity to wri te
a com mitm en t, so mebody e lse might do so.
We try to identify th e various und e rwriters

we work with in various advertising. As Hub
sa id a few minutes ago, "If you don't advertise yo u mi ght as well be winking at a girl
in the dark." You have to be advertising out
th ere in all types of media. We do advertising
on the radio. We do some adverti sing in the
paper. We work with th e realtors and bankers
a nd th e ir assoc ia ti ons , trying to le t th em
know th a t our company is out there supportin g th em in a way through which we can improve th eir services.
The overall area of development in th e titl e
insurance area as far as o ur business is co ncerned is that in 1976 we were writing a very
small amount of titl e insurance. About 20
percent of our business was in titl e insurance.
Now it has just about turned a round . Our major business is in title insurance. I think for
our ow n compan y thi s has been a trem endou s
boon to our business and for our financial
sta ndin g. We are able to pay our bills.
During the past yea r. we've had to reduce
our staff because of reductions in business.
But, because of th e word processin g equipment, we ca n sti ll put out as much title insu rance work as we co uld a few years ago. It is
mainly th e abs tra ct work that has been falling
off.
So, our reven ue is a lmost as hi gh as it was a
year ago (which is ra th er rema rkab le in our
fi e ld), because we decided to be a titl e insu rance agen t more th an an abst rac ter.
These a re gene ra l remarks th at I had to
make without th e help of my slide presentation . I think that as agents we can try to help
ed uca te our commun it y as to what titl e insurance is. It is not a risk-laking fi eld lik e a cas ualty insurance, bu t so many people try to relate our business to casualty insurance.
We have to talk to people about our business. how it relates to the housi ng busin ess,

When the
market
turns,
be ready for
the stampede!
Take stock of the market and sign
up as a SULCUS System 5000 dealer
now, ~ the stampede. Analysts
predict a market turnaround close
on the heels of the drop in interest rates. Will you be reedy?
For a SULCUS dealer, recovery will
be e bonanza.
Automated p Lents,
computerized closings, productivity, "turnkey" set-up and support.
All let the SULCUS dealer steer
his Land title and Legal customers
to the newest, most comp tete, and
finest in land title automation
.•• that doesn't cost the ranch.
You can become a SULCUS dealer.
You needn't know about computers.
We do! All the knowledge you need,
you have.
We award dealerships
QQly to professionals in the legal
and land title industries. We supply the expertise; you provide the
industry know-how.

Continued on page 38

Call now to talk about your SULCUS
dealership.

Bates Chooses
Early Retirement
Robert C. Bates, executive vice president and general counsel for Chicago Titl e Insuranc e Company, Chicago,
elected to take early retirement effective January 1, 1983.
Bates is a past president of the American Land Tille Association and haE
served as chairman of the ALTA Liaison
Committee with th e Mortgage BankerE
Association. He continues as an executiv e tru stee of TIPAC , the title indu-stry's political action committee.
Bales, who has had a long and distinguished career in the title industry and
with Chicago Title, attended the
University of Missouri at Columbia and
received a law degree in 1950 from the
University of Mi sso uri at Kansas City
School of Law.

SULcifs
.
COMPUTERS

Call toll free-800-245-7878.

The recognized leader
in title automation.

Bank & Trust Building
Courthouse Square

Greensburg, PA 15601
14121 836-2000
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What Are We
Doing To Survive?
Phillip l3. Wert, Manager
Johnson Abstract Company
Kol·mmo, Indiana

was asked lo share with you how johnson Abstract Company has
survived, and I already did lhal in the july 1982 TiLle News. So if you
all gel out your copies and read that article, you will spare yourselves
the agony of this next few minutes.
My subject is "W hat Are We Doing to Survive?" The last two and a
half years have been pretty tough, and I think il is obvious lhal yo u
figured out how to survive; you're here. So I'm not too sure that I could
add much to what you've already found out and know about il.
In 1974, we faced a similar situation, but it was not so protracted. At
thallime, we had lo wrestle with similar problems, no business and

I

lots of overhead.
I then mel with the employees and gave them a choice of cutting
back loa 32-hour work week or laying off some staff. Their choice,
which really was my choice also, was logo loa 32-hour week. So we
had a lil li e bit of experience with that already.
When problems came along in 1979, I didn't hold a meeting; I just
told the employees that we were going logo to a 32-hour week. They
all sensed that something was com ing, and I think they were quite
relieved lo know that it was a 32-hour week and not layoffs.
To achieve max imum results , I wanted to cut overhead other than
labor. So we cut office hours al the same time. In 1974, we did not do
that; we were still open 40 hours. We ran 8:00a.m. to 4:00p.m. and
9:00a.m . lo 5:00p.m., depending on the work areas.
This time, we started closing al 4:00 p.m. , which the courthouse
does, and we closed Wednesday afternoons; come lo find out, most of
our customers thought we were closed Wednesday afternoons anyhow. Financial institutions are closed that afternoon, so it worked out
very we ll.
We also cul donations on a percentage basis the first year that we
made cutbacks. We tried lo keep it fair. To gel into the second year, we
have lo become more arbitrary than going across the board; you have
to finally start culling some organizations out.
How does il work? Well , everybody loves the 32-hour work wee k.
As long as they are gelling paid for working only 24 hours and are
ge tting a 32-hour check, they li ke il. But really, I have lost no staff.
They gel off al4:00 instead of at 5:00p.m., and they like that. They also
like the Wednesday afternoons off.
If anything, when we look as though we need a 40-hour wee k, I see
that I'm going lo have trouble gelling them to increase from 32 to 40
hours , but we 'll face lhal problem when it comes.
The y are happy lobe employed, and th a t's the key. You can maybe
better understand that s tatement if you beller understand Kokomo,
Indiana . ll is an automotive community. We've had 18 to 20 percen t
unemploymen t for the las t 18 months alleasl. So in lhal atmosphere,
people who have jobs are darn glad they 've gol them.
Well , how does il work? As I said, I still have the experienced staff. I
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am here-a nd with a good case of nerves logo with il-and in some
months, we've even showed a profit, so I guess il has worked.
The other side of th a t coin is nol just culling costs; you have to do
other things: expand th e revenue base.
I've ventured into some areas lhal I really didn't want to gel into.
The "cu rbstoners," or I've co ined a new word , the "wheelsloners , "
run around in Chevelles from major metropolitan areas lo the various
cour thous es-t ha t is, when the y can't gel a deputy recorder lo do the
search-and th ey "finger-search " records and provide a cut-rate
search for small loan compa ni es. Th is has been going on for sometime,
and il is a hazardous a rea.
I wan led lo slay oul of lhal area, bullhen if that 's where the market
is, that 's what you have lo do. I developed a form ca lled the title
memorandum and went out and sold itlo some lenders-first to seve ral local banks that were making installment loans; as a matter of
fa ct, one of them was using one of these services.
Some of th e small loan compa nies lhall later ta lked to that came to
us sa id th ey were following th e "curbstoners " around. After they got
th e sea rch back , they went lo the courtho use and went through the
same routine and were finding things lhallhey weren't even trained
for, lhallhe curbs loner didn't find. So that was really a plus for us. We
were able lo move into their market.
Th e memorandum has done well. ll is geared strictly to the secondmortgage market. We have several small loan companies, the two
main local banks , and our main savings and loan getting that service
from us , and we do anywhere from 20 to 30 of them a month.
There is a lot more market there , but some of these offices are
chains. They have to deal with supervisors, and supervisors like uniformity. It 's a problem. but with perseverance and because of all the
errors they are making, perhaps we can obtain more of that market.
The second thing that we tried was a total bust, at least so far it has
been. Maybe when people have more dollars they wi ll be willing to
spend th em this way. The service is a historical sketch of individual
proper ties.
Our particular area has really been gelling into the historical distri ct preservation. People wanllo preserve a lot of historical buildings,
and I tried lo play on lhal theme and gel people to buy historical
sketches of their historical houses-just a thumbnail thing. We can
find old plats in our files , copy those , and put them in an interesting
form.
I really haven't been too successful with that program, but I think
it's still an idea that's worth pressing al the right lime.
The other thing I wanted lo comment on is future hiring, if necessary. I have, in the past, ta lked to this same group concerning some
slate and fede ral programs. There are many tax-credit programs that,
when you're thinking of hiring a new employee-an d you ma y be
faced with that if yo u lose somebody-ev en in down times, with some
programs you can gel up lo 50 percent lax credit on their salary. That
is not a bad deal when yo u 're in a training period, and this can be
extended over a one-to-two-ye ar period , maybe as long as three years
for some programs, which gives you a good training period and time
for the economy lo come back a little bit al the same time.
But the way lhal our stale has plugged this is with this particular
brochure, " How would you like to hire eager, qualified employees
and at the same time save up to $4,500 on each employee that you
hire. " Not bad. "This dreamlike situation can become reality if you
make the TJTC Connec ti on."
TJTC stands for targeted jobs lax credit, and it allows yo u as an
employer to claim a cred it against your company's federal income tax.
With cer tain limitations, you may take the maximum credit of$3,000
for each eligible emp loyee 's first year's wages and $1,500 for each
eligible employee's second year's wages.
That's-! think yo u will agree-someth ing worth checking into if
you ever have to look for addi tional he lp.
The other one, I really don't want lo gel into a lot of this. ll is a fairly
detailed publication with full examples. This is put oul by the Department of Treasury, Internal Revenue Service, and it specifically deals
with the target ed jobs. We're glad to let you look at it or even have it if
you want il , bul the groups that they've targe ted are locationa l
rehabilitation referrals, econo mically disadvantage d youths,
Continued on page 37

Washington Report
William J. McAuliffe, Jr.
ALTA Executive Vice President

I

n this 75th anniversary year of your national association, economic adversity has become all too familiar in the title industry.
The effects of a recessed market are clearly shown in reduced dues
income for your association. Your governors, officers, and staff are
making every effort to see that, despite the growing financial pressure, ALTA remains able to dea l effectively with a variety of important national challenges.
You heard about a number of these cha ll enges earlier in this
convention. Most of them have not diminished in proportion to the
slump in title business and ALTA dues revenue; yet we must often
lake immediate and continuing action in these areas of need for the
benefit of the entire title industry in years to come.
Economic adversity is nothing new in the 75-year history of
ALTA. Our members have survived before-prevailing in spite of
cyclical business swings that batter the market. This has been possible in part because ALTA members have maintained their association as what it has been from the beginning-a vital instrument for
the furthering-and, indeed, the preservation-of the title industry.
As such an instrument, ALTA is unique.

T

he association is not a company, charged with producing a profit
for its shareholders.
During a business slump, the association often cannot cut back its
activity as readily as an individual company can without serious
long-range consequences in areas of priority concentration. As suggested earlier, national problems faced by ALTA frequently remain
just as intense-if not more so-when business conditions in the title industry are poor.
What is urgently needed in this lime of economic distress is undiminished support and involvement from ALTA members throughout the country. This type of commitment has made the association
an influential force for 75 years. More of the same is called for if we
are to prevail over the serious national challenges that surround us.
With this level of commitment, your association will remain a viable instrument and-like a successful title company-will pay
attractive dividends. The dividends from ALTA are a prosperous
future for private enterprise land title evidencing.
There are two especially important factors contributing to the
present effectiveness of ALTA .

O

ne factor that already has been alluded to is an unusual degree
of involvement and dedication from governors, officers, and
committee members. Today, there are 292 committee members
serving on 31 ALTA committees for the benefit of your association
membership.

The other factor has been mentioned briefly and deserves
amplification. I am referring to the highly comp~lent and productive
ALTA staff that works on your behalf every day in our Wash ington
office.
Back in 1965, when I joined the association, there were three professionals on the staff. Now, there are five. And , in 1982, we regularly called on outside expertise in confronting the problems of
your industry-something that was not done in 1965. This year, we
have an outside general counsel-and we have used an economist,
a financial researcher, and an actuarial consultant at various limes.
The considerable abilities of the staff-coupled with this outside
expertise-have greatly expanded the effectiveness and involvement of your association in relation to growing needs and problems.
One of the major objectives of your association is creating favorable pub lic awareness of land title services in loca l communities
throughout the country. T his is being accomplished on a modes t
budget wi th substantial assis tance from Gary L. Garrity, w ho wr ites
and produces the successful ALTA television and radio public service spots that reach an ever-changing nationa l audience of millions
all year long.

A

nolher important area of concentration is the battle to address
the controlled business problem at the federal level. Working
with counsel, Mark E. Winter has made key members of Congress
aware of the ALTA position on this issue-and has mobilized the
ALTA membership so that the industry is doing a much better job
of communicating with Congress and the While House. As a result,
our federa l influence in Washington has increased significantly.
When I first joined the association, there was no ALTA research
activity for developing a statistica l profile of the ti tle industry. Al l
that has changed considerably over succeeding years. Through the
work of Richard W. McCarthy, ALTA in 1982 published the first
fact book on the title industry-which contains a great dea l of
information collected through our ongoing research activity. Association members and those outside the industry alike regularly call
on ALTA for statistical information deve loped as a result of our research.
Many important services of the association-including arrangements for this convention-are handled by David R. McLaugh li n.
He provides widespread assistance in a variety of areas ranging
from membership processing to meetings and the ALTA Directory.
All of us on staff are continua lly at work as a resource on your
behalf. We handle a wide range of matters and inquiries and , in doing so , provide an essential link between ALTA and its membersand between the association and important outsiders. I am pleased
and proud to report that we are dedicated to the industry and that
we care about it, as you do. lf we can help you, please call on us.
As we celebrate the 75th anniversary of ALTA at this convention,
we can point with pride to all that has been accomplished since
1907.
With more of the dedication and commitment that has made this
possible, we shall surely reach even greater heights in the years
ahead.
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and in a sense deemphasize the areas in which we have done business
in the past. Not by choice.
The typical homeloan is 30 years or 25 years. One of the things
mandated in this bill is the creation of a universal new account, which
has even shorter maturities (no days), uncapped interest rates. There
will be a transfer from present forms of investment already with very
short maturity to extremely short maturity.
What does this mean in the narrow aspect of housing? I don 't want
to talk about the competitive aspect yet. It means that 4,000 housing
lenders in this country are going to be expected to make 30-year loans
on one-day maturity money. That's crazy.
A month ago we got a seven-day maturity account that was supposed to do grea t things for housing in this country among other
things. That's crazy.
We have new policies in this country that are specifically designed
to steer folks away from any form of credit that requires a longer term
maturity. By longer term, I include refrigerator financing, automobile
financing, and all kinds of accounts re ceivable and other kinds of
financing.
The real phenomenon that has taken place in the credit markets of
this country that we should be screaming about is that we have shortened the maturity to zero and still expect long-term capital to be
available.
I want to talk specifically about the money-market mutual funds. I
want to talk about them as a cancer on the economic body of this
coun try. I assume that most of you out there have funds invested in
th e money-market mutual funds , and I don't fault you for that, because like a mountain , you climb it because it's there. You put money
in a money-market mutual fund because it's there.
The money-market mutual funds are a phenomenon of the last
co uple of years. Currently, they have a depository level of a quarter of
a trillion dollars.
Up until a few weeks ago, when they started lengthening the maturities, in order to take interest-rate risks, which they are not really
supposed to do , their average investment maturity was nine days.
A quarter of a trillion dollars, moved into a new phenomenon that is
not in anyway within the economic system of this country, not reserved, not examined. A quarter of a trillion dollars has moved , and
economists were saying they don't really know how to explain a 7
percent inflation rate, a 12 or 13 percent T bill rate, and a 15.5 percent
prime.
If you read the analysts , they were saying the phenomenon that we
are seeing cannot be occurring. Well, it is .
Almost anything we all do th ese days is indexed one way or another
to th e Treasury Bill auction that occurs every week.
That auction has some unique features to it. Among other things it
must take place. There is no way for the Treasury to say, "We're go ing
to call it off this week, because we are having to give too much
interest, or we don 't like the price. " They have to fund and refund the
national debt, every week.
By the way, the total short- and intermediate-term national debt at
this point is $600 billion. A quarter of a trillion dollars is now in
money-market mutual funds. Some say that money has just moved
through intermediaries and back into. the market place. That's not
true. Get yourself some of the prospectuses from the larger and more
active money-market mutual funds. Look at the percentage of American saver- investor dollars that have been exported to Europe. The
largest single part in severa l of the portfolios is now invested in Eurodollars, in overnight float of governments and banks in Europe. The
funds have been exported.
This means jobs have been exported, and an overwhelming majority of dollars in several of them and a large portion in almost all are in
commercial paper, not T bills and reverse repos.
How many of you saw that one sentence in th e May 31 Newsweek,
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which said that one money-market mutual fund had a quarter oi its
total assets in Drysdale Reverse Repos , and they thought that's why
the Fed moved quickly, not to save Chase and several other banks.
How can we deal with a restructuring of our total economic system,
which was designed to develop and deliver according to national
policies with specialized financial institutions and answer the
ph enomenon of an unregulated , renegade, runaway idea? Moneymarket mutual funds are outside of the system.
One day maturities? You can't do that and have the first philosophical position , one that supports housing.
The Garn bill did thin gs for our industry that we fought for. It's a
good bill, and the additiona l powers are important for us to iron out
the peaks and valleys. It also says that by january 1, 1984, there will be
no more housing differential for depositors.
This country has steered money into real estate for 50 years. I'm not
talking about going back to low passbook rates. I'm talking about
ind exed market rates, if we as a nation really want capital for housing
in the private sector. You see I don't talk about the alternative. If we
totally dismantled the private-sector system there is an alternative,
but it is so unthinkable to me I am afraid to mention it.
What will happen when we have total , complete, and unbridled
competi tion for capital? Our business, the savings and loan business,
will in fact become more like banks. We will compete, and those of us
that are good will succeed. Those that are not, will not. We 're able to
compete.
The real issue is housing and home ownership. The issue is home
finance. The issue is credit for real esta te.
Open competition for capital means that homeowners will have to
bid against commercia l and industrial corpo rate borrowing in the
capital market. There are only two major forms of credit at this point
in this country.
One is rea l esta te credit. The overwhelming majority of it, individual. That's the largest investment, the largest credit that they can
assume in their whole lives. It is unique because to obtain that home
loan , regardless of its size, you first must in fact qualify, second you
must pay it back with you r own resources over a long period of time,
and third it impacts your life-style.
The other major form of credit is commercial and industrial. Without excep ti on , that form of credi t becomes a factor of pricing for goods
or services. The borrower neither has to qualify nor obviously does it
affect his life-style.
When you have a shortage of capi tal, and you have those two elements bidding for it, housing loses. We knew that in 1933; we knew
that in 1940; we knew th at in 1950 as a nation; we're a little relu ctant
to talk in frank terms, but we knew it. We said we want the people of
this country who want to own a home to be able to finance that home
and, therefore, we're going to give th em an edge.
The housing edge , not the savings and loan edge, and we're going to
say to a financial intermediary, if you will commit in excess of 80
percent of your assets to housing, we will allow you to get an edge on
capital to put into that housing. Otherwise, the money wouldn't be
there.
We created the most successful delivery system in history. Please
understand, I am not making a plea for the good old days. Oh no,
because there were many diffe rences in the good old days. Interest
rates didn't vary very much. There wasn't interest-rate sophistication.
None of this. No, we have new days.
We need devices for attack ing elimination of th e delivery system.
It may be too late . I don 't honestly know. But th e later it gets, the
longer it goes, the harder it is going to be to restore an orderly system.
We must restore the housing coalition in Washington. We don't
have one now. You have a lobby, we have one, lots of other people, but
we don 't even have a major legislator, in the senate or th e house, the
equivalent of a john Sparkman, who spoke for housing day in and day
out.
If you believe in the second philosophical position, you've got to be
prepared for the political consequences. I've used no statistics in my
remarks, but now I am going to give you in my closing a couple of
statisti cs.
Firs t statistic: During this present period, starting a couple of years
ago, and extending at leas t ano th er four years hence , we have a net

increase in household formations of more than two million per year.
That's a net increase in household formation. This is a result of the
second-wave baby boom and so forth .
That includes the remova l of those households that are destroyed
either by death or by separa ti on or by some other method. It includes
all new households being formed. The number is two million per year,
NET.
Some housing un its are disappearing from the market each year
through total dilapidation. We might think that dilapidation level
should go to a lot more houses, but I am talking about total dilapida tion; no one can live in them-a half a million units a year.
Now that's two and a half million a year as a base demand, not
poverty level, for this country. We are as we all know struggling to
justify a million starts. Maybe we'll make it, maybe we won't, maybe
we'll make it on paper and we won't make it in brick and mortar. I
don't care how you do your arithmetic-new math , old math, side
math-you got a million and a half shortfall per year, and I don't care
how large an inventory you think we've got out there. You ge l yourself six , seven, eight years of a million and a half shortfall a year;
you're talking about well over 10 million needed housing units that
will not exist.
The problem is so big that nobody is wi ll ing to conceive that maybe
it rea ll y is in existence. Ten mil li on units of shortfall , 10 million
households and for those who argue, O.K., let them go double up the
extended fami ly, means that for every one of those who moves in w ith
someone else you've got another 20 million households involved.
These are no t fictitious numbers. These numbers are real.
We are far past the lime of looking only at the lip of our nose , at the
lip of our own business, regional or local prob lems; we are now
responsib le nationally, because if we don't, all of us , no one will. We
are responsible for attempting to preserve, recreate, or whatever it
takes. We are responsible for preparing to do battle for a real delivery
system for housing and home finance in the private sector.
I guess in a way I have devia ted tota lly from the subject matter given
to me. Forgive me, but wha t I am reall y doing is inviting ALTA and
any others who believe in the American dream and its worth for the
future to get into this fight. Let's gel into this crusade to bring the
money-marke t funds and their nine-day maturities into the system,
yes with reserves, yes with examinations, yes with all the things that
regular financial institutions have.
Let's bring the rate structures and the incen ti ve programs into existence so that we can house the American people-not for jus t economic reasons, but for social, political , democratic, and demographic
reasons. Get into the fight!

JONES-BELL-continued from page 22

I can 't say a whole lot at this point. There is a lot to be said about the
problems. I have one of the problems.
I take that responsibility. It doesn't bother me. I hollered about it
eight years ago. Some guy look a lo t of business away from me, and I
ho lle red. He's silti ng in th is room today, and he knows who he is.
There's nothing wrong with hollering. I think RESPA is going to
help me . We ll of course it hasn't. The only thing RESPA has done is
attack three guys in Chicago. Other than that, I don't know of any
bl essed thing it's ever done. Yet, they want to amend it. Amend it to
what?
I'd rather they try to enforce what they've got, instead of amending
what they've got. I don't want the business to be con tro lled. I think the
definition of controlled business is difficult, because we all engage in
some business in our particular companies that has the aspect of being
controlled . The necessary thing is in an agency operation. If an agency
is a so-called controlled business agency, and if it's doing 100 percent
of the work, and if it's no t getting a free ride , an assured amount of
money for referring the business, I don't see anyth ing wrong with it.
We take exception , but I don't see anything wrong with it. Years
ago, my title company was in the mortgage business. In fact, our
parent company was a mortgage company. We wrote our own title
policy. Nobody ho ll ered about that being controlled business. We
finally so ld the mortgage company ou t, and for a long time we thought
we sold the wrong company. Now, we're glad we did.
I think we have a lot of serious considerations to give to what people
call controlled business. What is a business that is controlled, that is
wrongly controlled , or illegally controlled , or wrong for the consumer? Let's give some rea l hard though t to this.
BELL: We ll , we're certain ly not go ing to se ttle this in the next three
or four minutes. There you have two viewpoints, ladies and gentlemen. So obviously, the re are at least two.
We didn't even discuss who was going to end this, but I guess you
started it Hatch , and it's fair for me to end it.
I would like to say, from my standpoint as an agent, what I want
from an underwriter is somebody I can be proud to represent. I wan t
one that's maybe going to force me to be a little better operator, eve ry
once in a while. I want one that has people on its staff tha t I can be
proud of, par ti cu larly when they are in contact with my customer. I
want one that follows the two rules , one of which we already discussed: Wh e n you got a loss, you stand up and pay off.
I also want one that can look at itse lf ir. the mirror every morning. I
want one, I guess, that fo llows the go lden ru le, not the current definition that says , "He who has the gold makes the rules, " but the
Biblical one that says, "Do unto others as you would have them do
unto you."
I want to represent somebody who has integrity. We try to demand
that of ourselves and expect it from our principal.

WERT -continued from page 34

)ONES: You said something very interesting. The underwriters controlthe business. Believe it or not Roger, the agents have control of the
business.
I've known agents who abstract, abstracters who were interested in
the local savings and loan, and the real estate business. I've known
them to sit on bank boards. I' ve known them to have money invested
in the bank, in the savings and loan, in the title companies, in the
agents , and in the underwriters.
I think every one of them, somewhere along the line has had some
con tro ll ed business. It's nothing new. Only when it affects me directly
do I ge l upset about it.
Industry-wide, I think, if one company controlled all business that
would be bad . It wou ld be bad for everybody. It wouldn't be a business.
I don't think that the independent agent is in any trouble because of
controlled business. I don 't believe that the controlled aspect of our
business will ever proliferate to a point that it causes that kind of
problem.

economically disadvantaged Vie t Nam veterans, Supplemental Security Income recip ien ts, General Assistance recipients, and you th s
participating in cooperative educational programs. That's a rea l good
one to work on. I've done that before , but before they had the credit
program , too, I might add.
Also included are economicall y disadvantaged exconvicls, involuntary terminated Comprehensive Employment and Training Act, or
CETA, emp loyees, and eligib le Work Incentive employees.
Now, how do they define an economically d isadvantaged family? I
thought this was interesting. A person belongs to an economically
disadvantaged family if the certifying agent of the certifying agency
determines that the person's family income was at a certain levelwas less than that certain level during the six months before the
month you hired the person. It occurred to me that many of us probTitle News • January 198J
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ab ly qualify for that right now. But we can' t hire ourselves again, I
guess.
In summary, let me just say, cut costs and increase revenue. That's
the key to survival. The other survival we're dealing with, l didn't
even think about.

VAN GESTEL-continued from page 18

New York in 1789? The Cayugas' lawyer will be under heavy
pressure if he doesn't file that complaint very soon. When he does,
there will be three million more acres with a cloud over them.
lam appa ll ed by th e lack of practica lity and good sense of the
court in dealing with these issues. !think il comes about in part
because judges aren't used to doing what they must do in these
cases. The norma l function for a court is to take an old statute or a
constitution and interpret it and apply il loa modern situation.
When tha t application is made, modern philosophies an d trends and
ideas are brought lo bear. That's what judges do all the time.
In an Indian land claim, however, when you're trying lo
determine the lega l effect and meaning of something that was
governed by what can only loosely be called a law, drafted at the
lime of the Revolution, on a transaction lhal occurred in 1788,
you've gollo pick up that looking glass and look through illhe right
way. You've gol lo look back and see what those laws meant to the
people who w rote them then and who applied them then.

Le t's nol forget that Thomas jefferson was a slave owne r. What do
you think his view would be of a court decision saying that in 1788,
when the state of New York bought land from the Oneidas, the
tribe could turn around almost two hundred years la ter and get it
all back? Abs u rd .
What do you think the slates (who al the time right after the
Revolutionary War were very independent, fiercely independent,
indeed I rem ind you that Stale's rights was a concep t th at didn' t die
until well after the Civil War) and the ir representatives would th ink
if they could come back and see what th e court today h as ru led is
the effect of whallhey did in 1788?
When you look through that looking glass you must look thro ugh
illhe right way. When you see what the courts have done, you can
do nothing other than see red.
I see tha t l have run close to the end of my time . I've done that
deliberately because I'm also supposed to give you the solution. I
think I would rather run oul of lime than attempt lo d ivine the
solution. The solution is nol easy; there are several th ings th at can
happen.
You all know what happened in the asbestos cases. The Manville
Company found a solution. It fi led for protec tion unde r Chap ter XI
of the Bankruptcy Act. I certainly do not recommend tha t the ti tl e
industry or the individual companies involved look lo Chapter XI.
You could ignore these cases, but you wou ld do so at your peril.
!think the only real answer is lo fight them all on fronts. And the
most significant front is where there has been the least amount of
activity, the United Stales Congress. The United Stales Congress
can dea l with these cases, bu t it has an enormous educationa l
process to go through.
Continued on page 39

UPTON- continued from page 33

When the
market
turns,
you have only two choices.

and how il helps people finance their homes
more so than the old savings and loan concept, where all the money was coming in
from the local institutions.
Do you have any questions on anything?
Yes , sir?

Add staff

A VOICE: Do you have attorney agents in
your area?

or

.. ··

automate.
The recognized leader
in title automation.
1 -800 -245 -7878

·· .... ··

.-...

..···
·.··

UPTON: We have no attorney agents, sir. We
had several companies that had attorney
agents. We let the companies know that if
they wanted us to be their agents, they had to
gel rid of the attorney agents. We could not
underwrite for them if they had attorneys
writing for the same company.

A VOICE: Do you have dual representation
with other agents?

Call Toll Free:

··..

... ···

·.....

Ba nk & Trust Build ing Greensbu r g, PA 15601
Courthou se Squa r e
14121 836 - 2000

UPTON: We may be dual agents in one or lwo
instances. Other than lhal, he has his stable
and I have mine. Yes, sir?

A VO ICE: Do you have in-house counsel?
Continued on page 39
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Names
In The
· News ...
W. Clark McFarland was promoted
branch manager and assistant vice president of the Title Insurance Company of
Minnesota in Tucson, Arizona. A 20year veteran of the title industry ,
McFarland has worked for title insurance companies in Flagstaff and Phoenix , as well as title insurers in Los Angeles. He joined Minnesota Title in 1972
as a chief title officer.

Wade F. Hill was appointed vice president and branch manager of Commonwealth Land Title Insurance Company's
new branch office in Toms River, New
Jersey. Before his appointment, Hill was
branch manager for another national title insurance company. He has more
than 35 years experience in the Ocean
and Monmouth counties title insurance
industry.
Commonwealth also announced the
appointment of Larry P. Deal as manager
of the company's new title information
servicing office in Orlando, Florida.
Deal. who has nine years experience in
the Orlando title industry, was employed with another title insurer before
this appointment.

Monica Scagliotti was promoted to
branch manager of Title Insurance and
Trust Company's Gilroy, California, office. Before her promotion, she was a senior escrow officer.

Stanton S. Roller was elected vice
president and named New Jersey state
manager for Pioneer National Title
Insurance Company. He oversees operations in New Jersey, Pennsylvania, and
Delaware . Before his election, Roller
was chief executive officer of a New
York - based title insurance company.
His 20 years of title industry experience
inc! ude the development of title insuranc e markets in the eastern United
States , Canada, western Europe, and
Mexico.

UPTON-continued from page 38

UPTON: No. I can make that decision on my
own. I have omission in surance to cover me if
somebody does write th e policy without a
lawyer's opini on on it. Actual ly, 1 feel my
abstra cte r can give me as much advice as a
lawyer can many lim es, and I feel a lmost as
safe with his opin ion as I would with a lawyer's opinion. We have severa l lawyers who
do write opinions for us. Yes?

A VO ICE: What title insurance comm ission
do yo u rece iv e?

UPTON: The other cost l have is maintaining
a plant. We have a comple te plant. I allocate
plant cos t for title insurance, as well as for
abs trac tin g, but th at is the only basic cos t.

A VOICE: Are survey cos ts additional ?
UPTON: Any su rv ey cos t is additional. If th e
comm itment requires a survey, th en that cost
is added to the fee . Yes, sir?

A VOICE: Does your radio program help business?
UPTON: I think it does. ll gives us recognition. We work different ways. We recogn ize
realtors and bankers on the radio and say,
"Thanks for helpin g us out last week."

A VOICE: What is yo ur program?
UPTON: We sponsor a program called "Point
of Law." It is a five -minute program. In that
program, we hav e about a minute and a half
to say what we want to. We e ith er recognize a
rea ltor for ge tting th e lop awa rd of th e month,
or a lender w ho has made a loan to an industrial firm . or some thin g lik e that.
Any other questions? Thank you , Conn ie.
WIMER: Thank you, David . I have not told

UPTON: Basically, it is 80 percent comm is-

sion .
A VOICE: How a re yo ur comm iss ions determined?
U PTON: T h a t is done by con trac t for the

underwriters. The law established th e rate
we have to c harge, and th e comm ission is
based on th e arrangement we hav e with the
underwriter. But, basically, it is 80 percent. It
can ge l down to 50 percent ove r a cer tain
amount of money.
A VOICE: Who pays for a ttorne y opinions?
UPTON: That comes o ut of m y comm ission. It
does not necessarily have lo, but it does in my
case. I abso rb th a t os l. Any other qu estions?
Yes, sir?

VAN GESTEL-continued from page 38

he n I was testifying in june , a representative from the state of
Connecticut (and there are three Indian claims in the state of
Connecticut) brushed aside the position we were taking by saying,
. " How would you fee l, Mr. van Gestel, if you were trying to get back
your old homestead and Congress passed a law that said you
couldn't do it? " Well, with all respect, that man doesn 't understand
that the old homestead is owned by the innocent landowners of

W

A VOICE: What other cos ts do yo u have?

David about this ye t, but I wrote him a letter
abou t the program. It was mistakenly sent to
St. joseph , Mis~ouri. There is only one titl e
co mpan y th ere. I go t a phone ca ll from th e
gentleman th ere saying, "I never heard of David Up ton." But, we got into a discussion
about title ins uran ce.
He indicated that he had just done an
analysis of hi s fi gures for the prior year.
Twenty percent of hi s ~us in ess was title
insurance; 60 percent of his income came
from that 20 percent of th e usin ess. He said
that after recogn izing that , he was encou raging peopl e to buy titl e insura nce a nd he had
raised th prices of his abstracts a good deal.
That co nclud es our program . r th ank yo u
all for yo ur attention. If you hav e any suggestions for the next program, we wo uld certainly appreciate hea ring from you. Thank
you.

today and that the people who are bringing these lawsuits didn't
lose anything, nor does he seem to co mpreh e nd that the Ind ian
tribes a re not individuals but, rather, sovereign governments.
In the Mohawk case, for exa mple , the group involved comprises
all Canadians. Whose old homestead is at stake there? How do you
convince one of th ese congressmen to fac e up to reality? Do we
have to have the ultimate decision in the Oneida case? Do we have
to have massive civil disobedience in th e state of New York? Do we
have to have the biggest government, private , and municipal
bankruptcy in history before some congressman will be smart
e nough to think w e ought to have some legis lation to deal with the
problem? l hope not.
This industry is in th e forefront of these cases, a nd it can, and
should, bring its many talents to bear to make Congress face up to
its responsibility.
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