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Solar Technology Transfer

Theory into Practice

Through their first three demonstration cycles, ERDA and HUD have spent thirty million
dollars on the promotion of solar hot water and space heating. The only official feedback
on the program Is through periodic newsletters such as HUD Solar Status that report on
which demonstration homes have been sold to which private owners. The solar under-
ground, on the other hand, passes on horror stories about cracked collectors, burst
pipes, defaulted contracts, and the persistent lack of system performance data. Perhaps
mote importantly, nothing has been reported with respect to the teaching or “technology
transfer” of information about solar energy as it relates to our everyday lives. There are
problems encugh with fledgling solar technologles, but equally serious are the problems
involved in passing on the technology to inexperienced people. If we expect appropriate
technologies to be of use to the uninitiated, we must make sure that the presentation is
simple, clear, and suitable.

The Background

In March 1977, the Tri-City Citizens Union for Progress in Newark, New Jersey, a ten-year-
old cornmunity organization based on the western edge of Newark, received funding to
install a demonstration solar hot water system. The system was to be placed on a three-
story, three-family building, part of the ninety-six unit housing cooperative that the group
manages. Funding for the project came from the Victoria Foundation. The Institute for
1 ocal Self-Retiance provided the technical assistance.

The system instalied on the building of Tri-City's Amity Village | co-op utilized com-
mercial collectors and an anti-freeze circulation loop between the collectors and the heat
exchangers in the storage tanks. This system was selected because it offered the poten-
tial of trouble-free operation during the winter months when freezing can occur both at
night and during cloudy days. The installation was done by Tri-City's own maintenance
crew. It took a total of fifteen days to make the system operational.

On July 25, four months after funding was received, Tri-City sponsored an "opening
day” for the hot water system, Interested individuals from the neighborhood and local
media representatives were invited to come and learn about the system and to see both
the roof-top collectors and the basement storage tanks and piping first-hand. They saw a
system that worked, but they did not see what actually went into making it work.

The obvious advantage of any hands-on project is that you have a chance to learn
what to do and what not to do the next time. To provide indlviduals and groups with infor-
mation that will help them to organize and to implement their own projects, we present
the following feedback report.

Technological and Construction Problems

Never overiook certain rather obvious construction practices. lf seems silly fo say, but
make sure that all large components can fit through doorways and around stairs. At Tri-
City, the two large 120-gallon storage tanks just barely made it down the basement
stairs.

All materials should be assembled before the work starts and the people installing the
components should be given a thorough orientation by sither the supplier or the de-



signer of the system. We had intended to use rigid foam in-
sulation on all the hot water and anti-freeze piping. We de-
ferred the purchase of the insulation until the system was
Installed, assuming that we could make a more accurate cal-
culation of the materlal needed after installation. As a resuit
of falling to take into account the width of the insulation,
some of the piping was installed too close to walls and ceil-
ings to allow for the full 1.5 inches of insulation. Had the
material or even a representative sample been available from
the start, the insulation job would have gone much more
smoaothly.

Organizers should remember that solar ener-
gy is a new concept and that many people are
both cautious and suspicious.

The collectors used in the Tri-City project were high-effi-
ciency devices with plastic components that are subject to
deformation at high temperatures if certain precautions are
not taken. Even with the careful installation and start-up pro-
cedures we used, there was some materials deformation. For
a first installation by an inexperienced crew, it would be best
to keep to the simple designs of flat-plate collectors. With fiat-
plate collectors, high temperature stagnation conditions do
not pose as great a problem as they do with high-efficiency
collectors. After installation and operating skills are devel-
oped on these simple systems, high-efficiency collectors can
be installed with a considerably reduced risk of damage to the
materials.

Good monitoring provisions are c¢rucial to any system'’s
success. If the system has a closed antifreeze loop, some
method must be designed for determining leakage from the
system. A pressure gauge can determine whether the system
is losing pressure. A clear bottle under each relief discharge
line can record any liquid tost as a result of high temperature
or pressure conditions.

To determine whether the circulator is actually working and
solar energy is being collected, it is important to install tem-
perature gauges or thermometers on the liquid lines going
both to and from the collectors. Water coming down the pipes
should be 10-15° warmer than water going up. It is also im-
portant to have thermometers mounted on both the cold
water supply and the hot water discharge from the solar
storage tank. These items should cost under ten dollars each
and they will greatly improve a crew’s understanding of the
system and how it works. The thermometers should have a
range from 0° F to 250° F so that all possible collector condi-
tions can be monitored.

Technology Transfer Problems

Choices made for technically-sound reasons are not always
the best choices from a human learning perspective. The de-
cision to use an antifreeze loop made sense from an engi-
neering standpoint, but, in retrospect, it was not the best solu-
tion. The alternative to an anti-freeze loop with its many extra
pipes and heat exchanger is the drain-down system in which
the tap water that is circulated through the collectors is
drained out automatically when freezing conditions occur.

This system is much easier t0 understand. And if inexper-

ienced crews are supposed to grasp the principles of solar
energy from their installation work, the simpler the system the
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better. Anti-freeze loops and heat exchangers can be intro-
duced after the crews are already familiar with the basics.
When we began working with Tri-City, we did not appre-
ciate some of the educational difficulties involved. We sent
blueprints of the piping to Tri-City so that they could begin
work. When we went to Newark to oversee the project, it be
came clear that the blueprints had been difficult to use. Most
of the members of the maintenance crew were plumbers and
house repairmen and were unfamiliar with solar systems.
They were being introduced to new principles and new com-
ponents. We were naive to think that blueprints alone—with-
out some personal guidance—would be sufficient. When we
took a large sheet of plywood and mapped out a step-by-step
diagram of the system and its connections, the crew was able
to follow the plans. Walking the crew through the paces was
successful and the installation continued from there,
Having finished one installation, the crew will most likely be
able to use drawings more efficiently on its next project.

)
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For both the crew and the residents in whose homes the
systems are installed, it is crucial that the function of every
valve and pipe be adquately understood. We color-coded the
pipes so that it was easier to tell which pipe was carrying
which liquid. Different valve colors and clear labels are also
important. At one point, because the valves were not labelled
well enough, the anti-freeze was partially drained from the Tri-
City system.

Finally, organizers should remember that solar energy is a
new concept and that many people—especially in low-in-
come areas—are both cautious and suspicious. Community
outreach and involvement should be important parts of any
new project. The sooner residents become initiated into the
jargon and concepts of solar energy, the socner that distrust
will disappear. Involving residents in the planning and siting
of the solar systems will speed the process. Solar workshops
for neighbors shouid also be part of any project.

The crew at Tri-City has now learned the basics. And the
staff at the Institute has also learned to avoid some pitfalls.
Tri-City will be installing two more three-family domestic hot
water systems this fall. In addition, more work will be done
this fall on insulation and weatherization. The next step in the
Tri-City energy program is to investigate a centralized solar
space heating system for a one-block area of 350 residents.
Since good feedback is crucial to the success of other similar
projects, we will keep our readers informed of Tri-City's prog-
ress. It is easy to get swept up in the fervor for solar energ
but arguing the point and actually getting your hands wari
are two very different things.

—Jack Neison




Cable Television

®Whatever Happened
to Public Access?

The global village, so the argument went, would soon become
reality. You would be able to go shopping by television, go to
school by television, even conduct business over the cable
lines. Access to public information, services, and officials
would be immediate. Your television would connect you to all
the services and information you could need. These were the
claims made by the cable television industry during its boom
period in the early 1970’s, when cable companies desperately
fought each other for access to markets and when cities and
towns eagerly courted cable systems offering a broad range
of services and sizeable potential revenues.

The euphoria, however, did not last long. By 1975, both the
economic and the political climates had changed. The Fed-
eral Communications Commission issued its body of rules
governing cable television in 1972. The effect of the regula-
tions, some of which limited the retransmission capability of
cable systems, was to severely limit the potentia! profitability
of cable systems in the major urban television markets. When
the recession hit in late 1973, the industry was forced to re-
trench. The recession left cable companies with little money
left over for new construction. Most companies found them-
selves struggling to keep their heads above water.

Now, four years later, cable television is not only still alive

Municipal Ownership of CATV

Four years ago, Thomas Brom and Edward Kirshner of
the Community Ownership Organizing Project wrote an
article on municipal ownership of cable television
(“Cable TV: Money to the People,” Working Papers,
Winter 1974). At the time, fourteen cities owned and
operated their own cable systems. Then the recession
hit. There have been no new municipal systems since
the article appeared.

Unable to benefit from tax write-offs, municipal sys-
tems must operate in the black or pass on the deficit to
taxpayers. This reality has made municipal ownership
seem like too risky a proposition in these years of cable
television's marginal profitability. But not everyone is
pessimistic. Leo Van Dusen is the director of the munic-
ipally-owned cable system in the 40,000-resident-town
of San Bruno, California. He thinks that a well-managed
system in a city with poor over-the-air reception can in-
deed be profitable: “There is no question that this can
be done in any city with a reasonable chance of getting
good market penetration—and it can be done profit-
ably.” Last year, the city earned a net profit of $117,824
from the system. For more information, contact: Leo
Van Dusen, Department of Public Works, 567 El Camino
Real, San Bruno CA 94066.

but is growing again. It is still primarily a broadcast relay
mediurmn. Cable continues to have the greatest market pene-
tration in areas where over-the-air television reception is poor
because of terrain or distance from the signal crigination
point. But the industry has made real progress. Today, thirty
years after the first cable system was installed, over eleven
million homes are hooked into cable systems. One out of
every seven American families watches cable television.

The future evolution of access cable broad-
casting is central to the development of in-
dependent and democratic media

Were cable television to remain a retransmission system,
its growth would not be very noteworthy. However, cable tele-
vision can provide almost limitless informational and enter-
tainment services with a flexibility unrivaled by other media.
Cable has the potential to break down the network monopoly

" over television, to give citizens access to the kinds of informa-

tion needed for intelligent decision-making, to give a voice to
groups that are not being heard on over-the-air television and
whose needs are not being met, and to change the tradition-
ally passive audienceftelevision relationship into a vital and
active participatory one. Cable television systems are man-
dated by the FCC to provide public access channels for their
viewers. The future evolution of these channels is central to
the development of independent and democratic media.

Access Channels

In the 1972 regulations, the FCC specified that a number of
different access channels must be made available by each
cable system. These included: at least one noncommercial
public access channel that had to be made available without
charge on a first-come, non-disctiminatory basis; a noncom-
mercial educational channel; a local government channel; and
at least one leased access channel.

During the period when competition for markets was fierc-
est, cable systems were willing to negotiate generous fran-
chise contracis with cities. As a way of enticing city officials
away from the competition and as a way of placating citizen
opposition, cable companies offered various services in the
franchise agreement. Invariably, one of the bargaining chips
was the set of access stations. As a result, many cities
emerged from the franchise negotiations with commitments
for more than the FCC-specified minimum. A good example is
Madison, Wisconsin, where strong community pressure and
aggressive negotiations with the company resulted in the
creation of community viewing centers around town and the
founding of the non-profit Madison Community Access
Center.
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Cities that could negotiate from strength In those years
were lucky. With the financial crunch of the recession, public
access and the local origination of programming were among
the first casualties. United Cable, one of the Jargest com-
panies, cut back on locaf origination in most of its systems.
So did other companies. In 1974, the FCC repealed its pre-
vious requirement that large systems (those with under 3500
subscribers had always been exempt) provide for local origin-
ation of programming, arguing that it constituted too heavy a
financial burden on cable operators. As Mary Padilla of East
Lansing’s city cable commission says, “The companies aren't
volunteering with access and the FCC isn't helping.”

Access to Information

Historically, the promise of public access cable television, like
the promise of the cabie industry itsélf, has been more im-
pressive than has its actual development. In many cities
across the country, however, access television is well-devel-
oped, well-equipped, and well-financed. And its impact Is
being felt.

On a very basic level, access channels are able to provide
usgful information to interested citizens. Many channels
broadcast city council meetings and public hearings. In Tulsa,
Oklahoma, Channel 24 broadcasts the two weekly City Com-
mission meetings live in the afternoon and then repeats them
at night for people who work during the day. The government
access channel in Madison, Wisconsin, broadcasts a pro-
gram called “The Video Encyclopedia to Survival Services,”
which is a citizen’s guide to essential municipal services.
Many access channels broadcast documentaries and panel
talk shows of local or regional interest. When they are not or-
iginating programming, some stations, like the government
access channels in Hayward, California, and East Lansing,
Michigan, broadcast “character-generated” information over
the cable. This presentation of information in printed formcan
include city government agendas, voting results, community
bulletin boards, orinformation about city services.

This informational relationship does not stop with passive,
one-way communication. The viewer does not just sit back
and take it all in. On most access channels, two-way informa-
tional programs are very popular. It is one thing to hear what a
city councillor has to say about an issue. It is quite another to
be able to direct your city councilior to talk about what con-
cerns you. Manhattan Cable TV's access system broadcasts
thirty phone-in programs weekly. Some city assembly mem-
bers have regular Wednesday evening call-in “office hours.” If
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you do not like your representative’s response, you can chal-
ienge it. One innovative program that promotes governmental
accountability is Madison’s municipal version of You Asked
For It. A raving reporter asks people in the street if they hav'-ﬁ
any specific complaint about city services or disservices i
their neighborhoods. The complaint is then taken to the re-
sponsible city official who is asked to respond. The response
is taped and both the complaint and the response are broad-
cast over the cable.

Access to Participation

Information is one part of access television’s appeal. The
other is the potential for active participation. People are able
to make their views known In public service spots or five-
minute presentations over the cabls. They also learn to pro-
duce their own shows. At Manhattan Cable TV, for example,
two hundred people are involved with public access channel
production. Most systems have some kind of training program
for interns. All provide interested volunteers with basic video
skills.

How widespread public access will become
depends upon whether the cable systems can
profit from it or be pressured into it

An interactive participation project for senior citizens in
Reading, Pennsylvania, is a good example of the medium’s
potential. For two hours a day, between ten in the morning
and noon, a group of seniors produce a variety of programs.

Each show allows for some kind of telephone participationgiily

Programming includes answers to specific Social Securit
questions, interviews with different city agency officials, and
the chance for seniors to reminisce and compare notes with
one another. Fifty-five percent of the senior citizens who are
cable subscribers watch the programs more than two days a
week. Many hold coffee klatches and invite friends who are
not cable subscribers. The programming is so popular that it
has become a working community information system. Twen-
ty-one percent of the subscribers who do not have seniors in
their homes watch the public access channel more than twice
a week between ten and noon.

Access and participation mean a change in the relationship
between viewers and their television sets. TV is not to be
watched; it is to be used. It is a tool, not a filler. Public access
cable television is creating new forms of entertainment, news,
and culture. Entertainment in Reading now revolves around
communication with others. News programming in many sys-
tems is determined by and for residents of the same com-
munity. They are free to decide for themselves what is news-
worthy and what Is not. Local, unprofessional Johnny Car-
sons can do interview shows with people who are of interest
to the local community. They do not have to rely on Los
Angeles-based celebrities for their entertainment. Local
musicians and dancers can perform and can develop an
audience.

Public access television is maturing. The Manhattan Cable
TV system now broadcasts 125 hours of original programming
each week. Six channels are used nightly. In the past year, th’
system has introduced an important new project—public
access leasing channels. Most access channels do not
charge for air time; but they are also noncommercial. As a
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Energy-Related Indusiries

® New Opportunities for
Local Economic Development

The unprecedented growth of energy-related industries in the
past three years will continue in the next decade. Sales of
sclar energy systems could reach $1 biltion by 1980 and $10
billion by 1985. Over half of the states have already initiated
some form of tax incentive for installing solar energy systems
or weatherizing materials.

At present, the supply cannot meet this rapidly-growing de-
mand. In at least one state, there Is already a six-month back-
log in orders for cellulose insulatian. Across the country, there
is a shortage of personnel who are trained in installing conser-
vation equipment and alternative energy systems.

The boom in energy-related businesses presents an un-
usual opportunity for community organizations and develop-
ment corporations. Both installation and manufacturing enter-
prises can be started on a small scale. The initial capital in-
vastment can be fairly low. These businesses can create jobs,
train employees, and reduce energy needs. Most importantly,
these new Industries can provide long-term employment that
does not require sophisticated training or previous job-related
experience.

‘The Institute for Local Self-Reliance has produced a book-
let that is intended to catalyze communities into setting up
their own energy-related businesses. The booklet covers five
enterprises: cellulose insulation fabrication plants, energy
retrofit analysis services, combined newspaper recycling/
insulation installation services, domestic solar hot water
system installations, and combined storm door and window
manufacturing and installation businesses. For each of these
enterprises, the booklet provides a discussion of how the
industry works, an analysis of the optimal point of entry for a
community-based enterprise, and possible problems that a
potential manufacturer or installer should consider.

Cellulose Insulation

Cellulose insulation, which is manufactured by mixing fire
retardant chemicals into pulverized newspaper (see article,
next page), provides an excellent and Inexpensive material for
retrofitting buildings. However, cellulose fabrication plants
require a level of capital investment that may be beyond the
reach of the typical community development corporation.
Instead of manufacturing cellulose initially, a community cor-
poration might choose to combine a home insulating service
and a newspaper recycling operation. This enterprise would
buy and pick up newsprint from individual homes and offices.
The paper would be hauled to the nearest cellulose insulation
plant where it wauld be exchanged for ready-to-use insulation.
The cellulose would then be used by the enterprise’s insula-
ting service. On today’s market, a rellable supply of clean
newsprint delivered to the factory is worth as much as $35 per
ton or fourteen 25-pound bags of cellulose per ton of delivered
paper.

A typical operation of this type could deliver forty tons of
newspaper weekly in exchange for approximately 550 25-

pound bags of insulation, enough to perform ten average in-
sulation jobs. On this scale, ten installers, four truckers, and
six office workers could be employed. Total monthly oper-
ating expenses would be about $19,000. Each installation job
would gross $500.

Retrofit Analysis Service

There is no shortage of contractors willing.and able to weath-
erize homes. However, the increase in demand since last
winter's severe weather has not been as large as contractors
had expected. The contractors whom we interviewed believed
that the reluctance of homeowners to weatherize their homes
is a result of their not knowing what kind of work needs to be
done, how much it will cost, who could perform the work, and
what the payback period will be. A simple retrofit-oriented
inspection service could answer all of these questions on a
house-by-house basis.

A retrofit analysis service has many of the advantages of an
insulating enterprise. It requires very little start-up capital and
the investment per job is low. The business can easily expand
or modify its services in the face of changing market condi-
tions. The enterprise also provides a valuable service. Resi-
dents can easily recoup the small inspection fee many times
over in reduced utility bills and in savings from money that
might have been spent for unnecessary or poorly-planned
retrofits.

An analysis service that could do between 200 and 300 jobs
per month would employ three office workers and five workers
in the field. Monthly operating costs would run between $5000
and $8000. Homeowners and landlords would be charged be-
tween $26 and $32 per inspection.

Initiat Capftal
Capital Monthly Number Invest
Type of invest- Labor ofJobs ment
Enterprise Ment* Costs Created PerJob
Insulating and
Recycling $189,300 $17,600 20 $9,465
Manufacturing
Cellulose 300,000 14080 16 18,750
Insulation
Retrofit
Analysis 15,900 7,040 8 *° 1,988
Installing
Solar Hot Water 25,225 6,160 7 3,604
Manufacturing
and Installing
Storm Doors 116,000 19,360 22 5,273
Windows
*These figures do not include: staff training, working capital, initial
inventory, debt service, expense variations with volume, and taxes,
if applicable.
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Solar Hot Water System Installation

The solar energy industry is able to supply all current demand
with its present manufacturing capacity. If the need arose, the
industry could even expand the supply on short notice. In the
very near future, sclar systerns will be mass-produced by large
corporations that can realize substantial economies of scale.
When that happens, many small-scale manufacturers will be
priced out of the field.

The real bottleneck in the sotar industry lies not in manufac-
turing but in distributing and installing solar space heaters
and hot water heaters. Technically and mechanically, space
heating is far more complex and the technology is less de-
veloped. A solar-heated hot water system, on the other hand,
can usually be fitted onto an existing hot water system. De-
signing and installing the system from stock components
requires skills that are easily learned.

A small business that installs solar hot water systems
should begin by using partially assembled manufacturers’
kits. Later, the business might expand into assembling
collectors from component parts. An enterprise that could
do a minimum of two installations a day would employ four
regular workers in the field, a supervising master plumber,
and two office workers. On this scale, the business would
have a monthly operating cost of between $4900 and $8500
and would charge between $1350 and $1425 for a standard
installation.

Storm Door and Window Installation

According to people in the industry, there is a definite need for
competent, reasonably-priced storm door and window in-
stallations. In addition, although the manufacturing aspect
of the industry is becoming highly concentrated, few exist-
ing manufacturers produce windows and doors that satisfy
the needs of low-and moderate-income families by providing a
product that is simple, highly functional, durable, and afford-
able. After studying many of the available models, we believe
that a sturdy, functional combination storm window and
screen can be designed to sell at a price comparable to or
lower than those currently being mass-marketed. These win-
dows could be made to order and could be installed by a com-
munity enterprise. Because storm doors are more difficult to
make and could double the capital requirements, a commu-
nity-based enterprise should initially purchase doors from
suppliers at wholesale.

An average installation job would involve twelve windows
and two doors. A factory manufacturing fifty windows per day
could meet the daily requirements for four installations. Oper-
ating on this scale, 2 community enterprise could employ ten
shop workers, four installers, and four office workers. Monthly
operating expenses would range between $14,800 and
$26,000. Customers would be charged approximately $430 for
atypical job.

These business are not “get rich quick” schemes. They
will require careful planning and thorough market studies,
adequate capitalization, considerable entrepreneurial skills,
and many hours of hard, dedicated labor. Yet, we believe that
each of these enterprises can be a viable small scale vehicle
for community economic development.

—Avrom Bendavid-Val

Avrom Bendavid-Val, former director of the Center for Growth
Alternatives, is a public interest economist.

8 Self-Reliance September-October 1977




/.Off the Shelf

Know the
Enemy:

Regular readers of SELF-RELIANCE have
probably noticed that we generally re-
view books that suggest solutions rather
than detail and analyze probiems. We
write more about the potential of solar
energy than about the dangers of nuclear
energy, more about urban food produc-
tion than about the evils of agribusiness.
This is a conscious decision. Many
magazines review critiques of American
society. We are interested in publicizing
those works that go beyond criticism,
that provide a blueprint for democratic
development and action. For this issue,
however, we have decided to review a
few well-articulated critiques that people

‘@ who are interested in local self-reliance

should read. The subjects are important
and the treatments thorough. And each
book does, in some way, present an alter-
native to the situation being described.
An overload of negative information can
frustrate people into inactive apathy; but
any effective struggle involves a knowl-
edge and an understanding of the op-
position.

Jack Newfield and Paul DuBrul,

The Abuse of Power
Viking Press, New York NY, 1977.

This is a horror story of the worst kind be-
cause it is a true story. Newfield and Du-
Brul spent four years unraveling the
strands of power in New York City, re-
searching the incestuous interconnec-
tions of the permanent government, of
the “Golden Triangle” of politicians,
bankers, and real estate developers that
has destroyed a city in the name of per-
sonal gain. The authors examine the
various scandals that are business as
usual for New York: the crucial role of the

banks in precipitating and orchestrating

the city’s fiscal crisis; the legal graft that
has been elevated to an art in New York;
the World Trade Center fiasco; the arro-
gance of Con Edison; the nursing home

and day care scandals; the corrupt and ir-
responsible political machine. It is a pain-
fut story of privilege and power and dis-
regard for the needs of the powerless;
but it is not a story without hope. The
authors cover the resistance and victory
of Coop City residents and also make
specific recommendations for saving
New York City. “What happened in New
York was neither inevitable nor inescap-
able,” they note. “New York and the rest
of our cities can be saved.” How? “Re-
form comes only when movements of
common people rally around an idea and
create new leaders from the bottom up.”

Robert Engler,

The Brotherhood of Oil
University of Chicago Press, 1977.

Seventy pages of documentation follow
this carefully argued and important book.
Engler analyzes the workings of power in
the oll industry, focusing on the close
ties between oil interests and the federal
government and on that marriage’s im-
pact upon the public interest. The best
lobbyists are ones who can vote and who
can exercise decision-making authority.
Knowing this, the oil industry has re-
cruited Congresspeople, Cabinet mem-
bers, and Executive officers as its lobby-
ists. So, while the industry claims that
government should let business lie, the
industry refuses to let government be.
Engler's response is clear: “Rather than
depoliticize oil, the requirement is to
place energy planning within the arena of
democratic politics.” The author dis-
cusses in great detail the Oil Crisis of
1973-74 and the imperial designs of the
oil industry both abroad and at home. In
almost every crisis of the past twenty
years—the Cuban blockade, American
involvement in Asia, the Middle East con-
flict, and the fate of both our rural and
urban environments—the oil interests
have been a factor.

Frances Moore Lappé and
Joseph Collins,

Food First
Houghton Mifflin Co., Boston MA, 1977,

This is one of those books that people
were talking about long before its publi-
cation. Written by the co-directors of the
Institute for Food and Development
Policy, Food First strikes at the many
myths that make a fulf understanding of
the problem of hunger so difficult. The
authors claim that there is encugh food-
growing potential in every country of the
world for each nation to become food
seif-reliant. And it can be done without
the technological dependence fostered
by the Green Revolution. The legacy of
colonialism, the dictates of an imperial
foreign policy, the exploitation of the
poor by the rich both within and among
countries—these are the real problems.
This short review cannot do the book jus-
tice: Food First answers many questions
that we all have about hunger, scarcity,
foreign aid, and agricultural productivity
and answers them in a way that is sim-
ple, direct, and compelling.

William Worthy,
The Rape of Our

Neighborhoods
William Morrow, New York NY, 1976.

The “bad guys” in this story are the non-
profit “public interest” institutions like
hospitals, universities, libraries, and gov-
ernment complexes that, quite often,
push their own expansion at the expense
of neighboring communities. The author
writes first of his own personal involve-
ment in a fiveyear struggle against the
expansion of Columbus Hospital in New
York City and then of several different
community struggles in and around Bos-
ton. He details tactics used by these
large institutions to harass tenants into
moving, to coax landiords into seliing,
and to railroad projects before the com-
munity is aware of the consequences.
Worthy also describes how a tenant
counter-offensive can successfully chal
lenge a faceless institutional bureau-
cracy. His approach is significant. Not
content simply to introduce his readers
to the adversary, Worthy provides a de-
tailed blueprint for community action.
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Progress Reports

Cooperatives

In 1950, the apartment house at 1915 16th
Street NW in Washington DC was a run-
down building. The plumbing was bad,
the kitchens were outdated, the electrical
wiring was dangerous. The thirty-two
tenants decided to organize. They incor-
porated and began plans to buy the
building and to turn it into a cooperative.
Today, the building is wholly-owned by
the residents, most of whorn are black
senior citizens. The $240,000 purchase
cost was paid off in 1973, Each tenant
now owns an equal share of the coopera-
tive. Over the years, the tenants have set
aside enough money for maintenance
and have contributed enough of their
own labor to outfit the building with
modern plumbing, a new boiler, and com-
pletely new electrical wiring. The stair-
wells and doors have been fireproofed
and a new intercom security system has
been installed, Not only have living con-
ditions improved, but the conversion to a
cooperative has also preserved reason-
ably-priced housing for tenants in an
area where expensive renovations and
condominium conversion have become
common. Had the tenants not bought the
building, it is very likely that the struc-
ture, which may now be worth as much
as $2 million, would have been sold and
that the tenants would have been forced
torelocate,

Group Health Cooperative (GHC), the larg-
est medical cooperative in the world,
serves over 200,000 people in the Seattle
area. GHC owns and operates a 301-bed
hospital and runs ten neighborhood and
suburban clinics, Members make an initial
$175 interest-free loan to GHC and then
pay an annual fee for comprehensive
health care. For a family of four, the annual
fee is about $815. This provides members
with full coverage for unlimited medical,
surgical, and hospital care, including visit-
ing nurse and physician house call ser
vices, X-rays and other lab services, phys-
ical therapy, worldwide emergency insur-
ance, prescription drugs, eye examina-
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tions, and psychiatric consulitations, GHC’s
fees are far lower and its service is far
more comprehensive than most other
group plans. In 1974, when the national
per capita cost of health care was $345,
GHC’s was only $205. In the same year,
GHC's per capita hospital cost was $59,
while the national average was $176. GHC
is able to offer comprehensive high-quality
care at a reasonable cost for a number of
reasons. Doctors are salaried and are not
paid on a fee-for-service basis. Doctors
actually have an incentive to cut costs
through preventive medicine since their
salaries are paid from the fixed pool of
members’ annual fees. By covering both
hospitalization and outpatient care, GHC
eliminates the costly incentive to hospital-
ize patients so that they qualify for group
plan benefits. Where GHC differs from a
Health Maintenance Organization is in the
degree of control and influence which
members have, Patients can choose their
doctor and, if dissatisfied with their treat-
ment, they can complain to the Member
Relations Department, which investigates
and reviews each complint. Members
elect the Board of Trustees, which over-
sees GHC operations. Both patients and
staff serve on policy-making, administra-
tive, and fund-raising committees. For more
information, contact: Group Health Co-
operative, 200 15th Avenue East, Seattle,
WA 98112,

Energy

Co-op Gity, whose 60,000 tenants con-
ducted the longest rent strike in New
York's history, has submitted a proposal
to the Energy Research and Develop-
ment Agency for the establishment of an
urban energy laboratory at the sprawling
complex. Money has already been set
aside for such a laboratory at an initial
funding level of a few million dollars, but
a final funding decision has not yet been
made. if there is to be any urban energy
laboratory funded by ERDA, it will be at
Co-op City. The proposal calls for the use
of Co-op City's buildings as a testing
ground for research into energy usage
per unit, into the effectiveness of incen-
tives in reducing energy usage, and into

the commercialization potential of en-
ergy-saving devices and techniques. Be-
cause Co-op City's thirty-five high-rise
buildings are nearly identical, they can
provide an excellent laboratory for com-
parative studies of the feasibility and the
impact of retrofitting large urban build-
ings with insulation and energy-saving
devices. Coop City residents would
benefit directly from the experimental
retrofitting by reductions in their own
monthly energy costs. The proposal has
one drawback: solid waste accumulating
at the nearby Pelham Bay landfill would
be burned for its BTU value, even though
recycling many of the landfill materials
would make better economic sense. For
more information contact: Riverbay Cor-
poration, 2049 Bartow Avenue, New York
NY 10475,

In 1974, the huge British Columbia hydro-

o

electric company, B.C. Hydro, decided too

investigate the potential for wind power
in the province. At a capital cost of
$66,841, the company chose two sites for
windmills; but the installations ran into
so many problems that neither windmill
ever produced even one kilowatt of
power. In April 1976, B.C. Hydro issued a
terse press release that explained that
“Commercial wind generating units
presently available have been found un-
suitable for the provision of electricai
energy in areas served by B.C. Hydro.” In
1974, the three-member Swets family in-
stalled the same type of windmifl on their
home. It has been working perfectly for
three years. B.C. Hydro spent $33,000 for
each non-functioning windmill; the
Swets family spent a grand total of
$4800. The windmill was raised and in-
stalled by Mr. Swets and his ten year-old
son.

Ingham County could become one of the
first Michigan counties to adopt an
energy plan, if a proposal presented to
the Physical Resources Committee of
the County Board of Commissioners is
approved. The proposal, developed by a
special county energy committee, calls
for the creation of both a county energy
commission and an energy audit team.



The plan alsc establishes guidelines for
energy-conscious county purchasing de-
cisions and for the monitoring of county
energy. The energy audit team would
analyze energy use in individual homes
in response to citizen requests and
would provide homeowners with informa-
tion about how to conserve energy. Fund-
ing for the team would come through
CETA. Under the present plan, the
auditors would operate out of the Co-
operative Extension Office. For more in-
formation, contact: Lansing Energy Af-
falrs Network, P.O. Box 245, East Lansing
M148925.

Agriculture

In Thirup v. Commissioner of Internal
Revenue, the U.S. Court of Appeals ruled
that commercial greenhouses are not to
be considered “buildings” for tax pur-
poses and that, as a result, investments
made to build or improve greenhouses
are eligible for tax credits. The court
based its decision on the argument that
the principal function of a greenhouse is
to supply a controlled growing environ-
ment for plants. That is, greenhouse
structures function more like manufac-
turing equipment than like buildings. The
ruling allowed the growers to claim a
$4755 investment tax credit on $79,841
that they had spent to build a new green-
house and to upgrade the structures of
several existing greenhouses.

The appropriations for next year’s Urban
Gardening Program and for the Farmer-
to-Consumer Direct Marketing Act have
been set. The House Agriculture Appro-
priations Subcommittee decided to
double the $1.5 million spent last year for
the Urban Gardening Program, but the
Senate subcommittee refused to go
along with the increase. Aithough the ap-
propriation for this year remains at $1.5
mitlion, the Department of Agriculture Ex-
tension Service will be mandated to ex-
pand the program by offering technical
assistance to garden programs in sixteen
major cities. Last year's money went only

to the six most heavily populated cities.
An unbudgeted increase of $1.5 million
has been appropriated for the Farmer-to-
Consumer Direct Marketing Act. This
money will also go to the Cooperative Ex-
tension Service of the Agriculture Depart-
ment. The funds will be available to pay
for educational programs and for re-
search and technical assistance on
farmers’ markets and on ways to encour-
age direct marketing. For further infor-
mation, contact: Eric Hochstein, Office
of Congressman Fred Richmond, U.S.
House of Representatives, Washington
DC 20515.

The Sprout Co-op in Madison, Wisconsin,
produces between 350-400 pounds of
mung, lentil, alfalfa, and sunflower
sprouts each week. Located in a ground-
floor room at Martha’s, a thirtyfive mem-
ber housing cooperative near the Univer-
sity of Wisconsin, the co-op grosses
about $175 from its weekly sales. Much
of that money goes to paying salaries for
the seven parttime workers who put in
anywhere from two to twenty hours
weekly and receive between $2.25-2.75 an
hour. The rest of the income goes toward
capitalizing the business. Most of the
sprouts are sold to co-op stores, health
food stores, and restaurants. This sum-
mer, the crop is also being sold every
Saturday morning at the local Farmers’
Market. For more information, contact:
The Sprout Coop, c/o Martha's, 225
Lakelawn Place, Madison WI 53703. En-
vironment Action Bulletin, July 23, 1977.

The Media

The Federal Communications Commis-
sion has granted construction permits to
three members of the National Federa-
tion of Gommunity Broadcasters that are
seeking to build new community radio
stations. Great Silence Broadcasting
Foundation of Pacific Grove, California,
had the easiest time getting its applica-
tion through the FCC. The group is plan-
ning a tenawatt station that will have a
very strong local orientation. Much of the
broadcasting equipment is already on

hand, so the station should be on the air
soon. The other two groups—Fresh Air,
Inc., of Minneapolis and Sunrise Com-
munications of Lincoln, Nebraska—have
waited several years for their permits.
Fresh Air’s initial permit application, sub-
mitted over four years ago, was blocked
by Minnesota Public Radio (MPR) which
claimed that the Fresh Air station would
interfere with MPR's offthe-air relay sys-
tem and which also challenged Fresh
Air's financial ability to build and operate
a station. After lengthy delays and legal
maneuvering, MPR’s petition to deny
was rejected. Sunrise Communications
encountered opposition to its permit ap-
plication soon after its submission in
early 1974. Chronicle Broadcasting Co.,
the licensee of television station WOWT
in Omaha, claimed that the Sunrise out-
let would cause interterence with the re-
ception of WOWT's channel 6 television
signal in Lincoln. This petition to deny
was also rejected. Both groups will now
proceed with their plans to bring com-
munity radio to their areas. National Fed-
eration of Community Broadcasters
Newsletter, July 1977.

In the past eighteen months, over six
hundred new radio and television sta-
tions have begun broadcasting in Italy.
This new diversity comes as a relief for
the ltalian public which, for the past
twenty-four years, has had no choice but
to listen to the one government-owned
radio network and to watch the one gov-
ernment-owned television network. The
sudden proliferation of new stations is
the resuit of a decision by the italian Su-
preme Court that allows the state to con-
tinue its national monopoly but prohibits
monopoly at the local ievel. The ruling
has cleared the way for new stations that
present the views of groups from all parts
of the political spectrum. The prolifer-
ation of new stations is a good indication
of how sorely they were needed.

When writing to any of the contacts
mentioned in SELF-RELIANCE, please
send a self-addressed stamped en-
velope. It will speed the reply and will
save these folks some money.
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The Secondary Mortgage Market

Can the Inner-City Get
the Credit It Deserves?

Fannie Mae, Freddie Mac, FHA, VA—strange names, which, if
they are recognized at all, are rarely understood. These are the
various institutions of the secondary mortgage market {see
box). In the past decads, these little-known and largely invisi-
ble financial institutions have assumed an increasingly impor-
tant role in the residential market. For example, Fannie Mae,
which had a mortgage portfolic of $7 billion in 1988 whean it
became a private corporation, now carries a portfolio of over
$32 billion. Each year, more and more mortgage loans pass
through both the hands of these institutions and the hands of
the mortgage companies that serve as the primary processors
for the secondary market. This development is significant, for
it means that the control of housing credit has been shifting
to institutions that are even less accountable to local com-
munities than are local primary lenders, such as Savings and
Loan Associations and Mutual Banks.

The secondary market differs from the primary market in
several ways that limit accountability. The secondary market
does not use locally-generated funds as its loan monegy. The
investor Is never in direct contact with the actual borrower.

A Guide to the Secondary Market

Federal Home Loan Mortgage Company (FHLMC):
Known in the trade as Freddie Mac, FHLMC is a federal-
ly-sponsored corporation that buys and sells conven-
tional mortgages. Freddie Mac works solely with
Savings and Loans Associations, buying mortgages so
that the S&Ls can have ready cash.

Federal National Mortgage Assoclation (FNMA): Fannie
Mase is a federally-related institution established in 1938
to buy and sell mortgages. In 1968, FNMA became a
public corporation. It is now the third largest corpora-
tion in America. By 1974, FNMA held more than $2 bil-
lion in non-FHA or -VA conventional mortgages.

Federal Housing Administration (FHA): Established
during the Depression to restimulate the housing mar-
ket, the FHA insures loans made by financial institu-
tions for 100% of the cutstanding loan balance.

Veterans Administration (VA): After World War I, the VA
program was established to guarantee mortgage loans
for forrmer members of the armed services. The program
also guarantees loans for 100% of the outstanding
balance.

Private Martgage Insurance (PMI): Begun in 1958, PMl is
a private program that provides services similar to FHA,
but will insure only a portion of the loan. Offered by only
a few large companies, PMI was established as a rem-
edy to the slow bureaucratic process of FHA.
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The secondary market is basically a mechanism for shifting
capital from institutions with an investable excess to those
that are short on capital. It is a mechanism for tapping cen-
tralized pools of capital and for maving funds “from there to
here,” from the iarge insurance and pension funds, from the
government and from other large institutional markets, to the
individual homebuyer who is in need of credit. The secondary
market relies upon intermediary institutions, upon processors
who locate both the prospective borrowers and the pros-
pective investors. These intermediaries, the mortigage com-
panies, are highly centralized institutions that have no geo-
graphical limitations to the area that they can serve, no re-
sponsibility to local investors, and little federal regulation of
their procedures and policies. Leverage over secondary mar-
ket markets is practically non-existent,

The secondary market is a mechanism for
shifting capital from centralized pools to the
individual homebuyer

The loan criteria and the business policies of the mortgage
industry have a powerful impact on the shape and stability of
low-and moderate-income urban neighborhoods. FHA-insured
and VA-guaranteed loans have always been the cornerstones
of the secondary mortgage market; and the effect of FHA loan
criteria and policies In the inner-ceity has been the deteriora-
tion of whole neighborhoods. In many cities, whole blocks of
FHA housing lie abandoned. Between 1968 and 1975, HUD ac-
quired 313,000 homes from foreclosed FHA loans. The US
Treasury has paid cut over $1.7 billion in insurance commit-
ments on FHA homes.

The historical bias of FHA towards both suburban lending
and investors persists in the various secondary market insti-
tutions. As it becomes increasingly clear that the secondary
market has been structurally unable to answer the needs of
innercity homebuyers, community organizations are be-
ginning to demand changes. People are insisting that the in-
visible institutions becoma both more visible and more ac-
countable, that the increasingly important secondary mort-
gage market become more responsive to homebuyers’ needs.

The Homebuyers’ Needs

The housing finance market consists of two distinct groups
with very different interests and expectations: the homebuy-
ers and the investors, those who are fooking for credit and
those who can provide credit. The homebuyers’ needs are
very specific. Rarely do two potential homeowners use the
same evaluation criteria in chooslng their homes. In inner-city
areas, where the housing stock and the residents' economic

)
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situations are so varied, this diversity is even more pro-
nounced.

Frederick Case of UCLA has written that “Each inner city is
unique, with many kinds of housing markets, each requiring
some variation in the lending approach if that market is to be
weli-served.” Unlike suburban markets, which are fairly homo-
genous in terms of housing age and conditions and in terms
of homebuyer characteristics, there are countless combina-
tions of borrower/property traits in urban areas. An equitable
and viable mortgage market must be flexible enough to adjust
its lending criteria to accommodate this diversity.

An equitable and viable mortgage market
must be flexible enough to adjust its lending
criteria to accommodate the diversity of inner-
city borrower/property traits

The inner-city housing market can be a marginal one. Much
work and individualized attention are needed if the market is
to be well-served. Some of the leading criteria of the second-
ary market institutions guarantee that certain sections of
many cities will not be adequately served. For example,
Freddie Mac has had a stated pelicy of not buying or selling
mortgages of under $10,000. In parts of many cities, residenti-
al property purchase prices of under $10,000 are common.
Since Freddie Mac will not buy mortgages on these proper-
ties, Savings and Loan Assoclations have less incentive to or-
iginate them.

Moreaver, the secondary market's standardized loan cri-
teria cannot address the diversity of inner-city properties and
purchasers adequately. As a result, many potentially sound
loans are left unmade. The problem is that individual attention
to each loan, necessary for an effective inner-city mortgage
market, stands in direct opposition to the basic principles and
operating procedures of the centralized, distant secondary
mortgage market.

The Investors’ Needs

The secondary market investor's main concern is that mort-
gages be easily marketable. Mortgage insurance is central to
the functioning of this market, as a basic textbook explains:

Since individual mortgages are relatively small and
often differ greatly from others in the market, it is diffi-
cult and costly for a distant lender to appraise loan
quality directly. . .. However, loans insured by FHA or
guaranteed by VA are protected against loss through
deficit, and thus the problem of lender appraisal of
credit quality is largely removed. As a result, FHA and
VA loans are readily marketable.

The bottom line is marketability. Dependability, transferability,
and minimal risks—these are what the industry considers
“the essential elements of a smoothly functioning nationwide
mortgage market.” Mortgage insurance, by guaranteeing the
lender's investment against loss, frees the lender from any
concern about the credit-worthiness of the borrower or the
quality of the collateral, i.e., the property. It makes the rapid
brokeraging of mortgages possible.

In secondary market aperations, profits are maximized over
the long-term by reductions in overhead costs. This is done in
a number of ways. Increasing the size and volume of mort-
gages sold cuts overhead costs per mortgage. Streamlining
the process of arranging and selling mortgages also cuts
costs. There are economies of scale in the industry: it is

cheaper and therefore more profitable to originate and proc-
ess one $40,000 mortgage than it is to originate and process
four mortgages of $10,000. Large institutional lenders have
fostered the growth of fairly uniform lending reguirements
and procedures in order to lower their overhead. Government
insurance is part of this strategy. Mortgages can be turned
over quickly without any financial risk to the investor.

The Mortgage Company

The degree of investor bias in the urban housing finance
market is evident in the nature and performance of the lending
institution that specializes in handling FHA and VA mort-
gages—the mortgage company. The workings of this institu-
tion provide an important perspective on some of the key
structural problems in the federally-assisted housing market.

Mortgage bankers are intermediaries for financial institu-
tions (for life insurance companies in particular) and for the
federal government. These companies originate mortgages
and sell them to long-term investors. They usually continue to
service the loans, collecting the monthly payments and ini-
tiating foreclosure if necessary. Mortgage bankers originate
and service close to 75% of all FHA and VA loans. These
loans constitute almost half the portfolio of mortgage com-
panies, a partfolio that represents one-fifth of the entire mort-
gage market,

——,

{0

Mortgage bankers are uniquely ill-adapted to meet the
needs of the inner-city homsebuyer. Most companies have only
one office for an entire metropolitan area. Their centralized
operations make accessibility and accountability quite diffi-
cult. Their business is also highly automated; the computer-
ized management of “mortgage warehouses” is a standard
procedure.* Seven hundred and thirty mortgage companies
are responsible for over 85% of the industry’s activity. In 1976,
these firms originated over $23 billion In mortgages, an aver-
age of $32 million per firm. A comparative profile of the
Savings and Loan industry is instructive. There are over 4855
S&L's in this country. In 1976, each flrm averaged only $10
million in residential mortgage loans. Foreclosure statistics
aiso illustrate the dangers of the centralized and rapid activity
of mortgage bankers. A 1875 study found that morigage com-
panies averaged a 7.7% foreclosure rate for FHA loans in the
city of Baltimore, while the rate for local Savings and Loans
was only 1.8%.

*"One company describes its method: “The lender simply stipulates the
size of the Investment portfolic daesired and as many descriptive para-
meters as appropriate, covering the types of properties to be included. . ..
The system prints a listing of the appropriate properties at high speed.
Thus, tailor-made portfolios can be put together for Investors in a matter of
hours.”

Self-Reliance September-October 1977 11



Mortgage companies are unregulated by the federal gov-
ernment. FHA considers them “unsupervised lenders.” More
importantly, mortgage companies are not restricted to the
service of any particular geographic area. Depository institu-
tions, such as Savings and Loan Associations, are limited to
activity within one state. Mortgage companies can and do
operate on a national level. They can open and close offices
wherever and whenever they want. If the mortgage market is
more profitable in the Sun Belt than in the older Eastern cities
because of larger volume and mortgage size, mortgage com-
panies can follow the profits. As a result, inner-city areas are
left without adequate credit servicing. If your mortgage is ser-
viced by the local S&L, you can go to the office, talk with
someone you know, and explain any problems or confusions
you may have. If your loan Is being serviced by a mortgage
banker whose office is in another city, you are forced to com-
municate with the office by mail or long distance telephone
calls. You deal with someone whom you have never met. Your
access to the lender is both limited and impersonal. The cost
of this insensitivity to the needs of urban homebuyers is the
deterioration of urban neighborhoods. And it is a cost that all
Americans, through their tax dolliars, are forced to pay.

Strategies for Change: lllinois. . .

If inner-city credit demand is to be met, change is imperative.
Groups working towards solutions are pursuing two strate-
gles: the regulation of the excesses of the mortgage com-
panies and the creation of finance mechanisms that can pro-
vide for the diversity of inner<city credit needs.

The State of lllinois was the first state to pass comprehen-
sive legislation regulating the activities of morigage bankers.
The bill passed the legislature by a large margin on July 21 of
this year. The governor now has until September 21 to sign or
veto the bill. If he vetoes it, an attempt to override his veto is
expected.

Under the Mortgage Banking Bill, all mortgage bankers will
have to be licensed to do business in lllinois. The state will set
a maximum allowable foreclosure rate on FHA and VA loans,
pegged to the national foreclosure rate, which Is now 3.91%.
By the fourth year after enactment, the foreclosure rate in Illi-
nois must not exceed the national average. Any lender whose
average foreclosure rate for a five-year period is above the
legislated ceiling will be audited by the Commissioner of
Savings and Loans. The commissioner will appoint a five-
member Mortgage Banking Board, no more than two of whom
can have any interest in the mortgage banking industry. This
board will have the power to levy fines of up to $10,000. The
board will also be able to suspend or revoke the guilty party’s
license. On an annual basis, mortgage bankers will be re-
quired to disclose, by zip code, the total actual loans made,
their locations, and the number and location of all defaults
and foreclosures.

This billis important in that little discretion will be left to the
regulators. If the mortgage company's foreclosure rate is too
high, the law stipulates exactly what action must be taken.
The effectiveness of the commission will depend largely upon
its membership. The lllinois Public Action Council, which has
been instrumental in getting this bill passed, is already gear-
ing up for a campaign to make sure that the non-industry
members of the commission are capable and determined
public advocates.
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. . . and Philadelphia

Regulation is one approach. Another is the creation of new
local institutions that answer unmet inner<ity needs. The
Philadelphia Mortgage Plan was an attempt made by local
conventional lenders—after much community pressure—to
change the appraisal and underwriting criteria for inner-city
lending. The plan ran into trouble when lenders went to the
secondary market with their new criteria. Having come up
with guidelines that they considered to be sound, Philadel-
phia lenders found that Freddie Mac and Fannie Mae would
not buy their mortgages. The impact of the secondary mar-
ket's refusal to buy is clear. Conventional lenders, seeing that
they were unable to sell certain mortgages to the secondary
market, hesitated to grant those mortgages. When the federal
government considers urban loans “too.risky”, private lenders
look elsewhere for borrowers.

Faced with this contradiction, Philadelphia’s Housing
Development Corporation has created its own local reinvest-
ment incentive program. PHILGAP, the Purchase and Home
improvement Loan Guarantee Assistance Program, began
operations in July. As its name implies, PHILGAP is designed
to fill gaps in the availability of home financing, gaps that
neither federal nor private insurance programs have been able
to fill. One million dollars has been placed in a reserve fund,
half of it coming from HUD Community Development Block
Grant funds and half from the William Penn Foundation. The
self-perpetuating fund is being leveraged and is expected to
generate up to $25 million worth of guaranteed mortgages
and rehab loans. Lenders who make financing available in so-
called “higher-risk areas” will be guaranteed against loss on
the top 25% of mortgages on existing owner-occupied homes
and on the first 40% where rehabilitation is involved. The pro-
gram reviews each application on an individual basis and
stresses the rehabilitation of delinquent accounts by loan
modifications prior to any foreclosure action.

PHILGAP is designed to fill gaps in the avail-
ability of home financing, gaps that neither
tederal nor private insurance programs have
been able to fill

This program is an important attempt to show that the
mortgage industry can change its priorities and place the
needs of the homebuyers—and hence the city—above the
priorities of the money market. Through the creation of the
locally-funded and-controlled PHILGAP guarantee program,
Philadelphia hopes to lessen the pressures that encourage
conventional lenders to avoid inner-city lending. The lender
will still have guarantees, but the borrower will be abletogeta
mortgage and to develop a personal relationship with the in-
stitution servicing the loan. Individual treatment, temporary
support for delinquent borrowers, and small mortgages—all
the things that the secondary market has not provided—will
be available in Philadelphia. The test will be whether PHIL-
GAP can actually generate additional conventionat financing.
If it can, we should look forward to similar programs in other
cities where homebuyers’ needs are being ignored by the in-
stitutions of the secondary mortgage market.

llinois Public Action Council, 59 E. Van Buren St, Chicago IL. 60605.
PHILGAP, 11th Floor, Gity Hall Annex, Philadelphia PA 19107,

—JeffZinsmeyer ' '



Waste Utilization

¢Planning for Citywide
Source Separation

Source separation—the setting aside of recyclable materials
at the point of generation for subsequent collection, process-
ing, and delivery to markets—is by no means a new form of
resource recovery. People who lived through the World War Il
era, when the demand for secondary materials was high, re-
member their daily chores: bundling newsprint, flattening
cans, and returning bottles. In the post-war era of material
abundance, a multi-billion dollar industry has developed for
the sole purpose of exploiting virginTesources. And as that
industry has developed and consumers have become increas-
ingly oriented toward the use and disposal of virgin materials,
recycling has declined. At the same time, responsibility for
the increasingly costly management and disposal of solid
waste has been passed on to the public sector in most com-
munities. The actual costs of collection and disposal are
being paid by citizens in higher annual tax bills rather than in
monthly collection charges.

The throw-away mentality is still dominant teday, but the
latent capacity for source separation is being tapped in more
and more cities and states. Vermont and Oregon have in-
itiated successful mandatory returnable bottle programs. And
a growing number of cities and towns are looking toward
source separation as one solution to their garbage probiems.

The First Step

The first step for city officials considering source separation
is to familiarize themselves with some basic information. Is
there enough waste to justify its extraction? Does the material
have sufficient market value to cover the costs of extraction?
Who will buy the recyclables?

Not all wastes are recyclable. Of the non-organic fraction,
close to 50% of the waste stream can be reused.* The most
commonly recycled materials are: newsprint, which usually
represents 7-12% of the total waste stream; corrugated,
which accounts for 10%; high grade office paper, represent-
ing 4%; and mixed paper, about 14%. Concentrated flows of
corrugated come from supermarkets. Office buildings are a
good source of high grade paper. Mixed glass represents 8%
of the waste stream, while steel ¢ans account for approxi-
mately 4%. Although aluminum constitutes only 5% of a
city’s total waste, its high market value makes recovery eco-
nomically feasible in many cases.

Can these recyclable materials bring in sufficient reve-
nues? Municipal officials will have to keep a careful eye on
the prevailing market rates for the various materials and will
also have to shop around to find the most lugrative sales ar-
rangements. In the current market for secondary materials,
mixed paper is worth between $10-20 per ton, steel cans and

*Organics usually make up 30% of the total waste stream. These materials, con-
sisting mainly of kitchen and yard wastes, can be composted.

colorsorted glass $20-30 per ton, newsprint and corrugated
from $15-30 per ton, high grade office paper from $50-100 per
ton, and aluminum approximately $300 per ton.

Market rates can fluctuate dramatically. In general, the less
abundant the material, the more it is worth; but values depend
greatly upon local market conditions, the quality of the mate-
rial, and marketing arrangements for storage and transporta-
tion. Paper markets, in particular, have experienced tremen-
dous fiuctuations in the past. The crash in the paper market in
the winter of 19746 seriously undermined the long-term via-
bility of many recycling programs. To circumvent price fluc-
tuations and to protect both the seller and the buyer during
swings in the market, municipalities should negotiate favor-
ahle longterm contracts with buyers.

Drop-off Centers or Collection?

Solid waste planners will have to decide what kind of system
they want to use to collect the recyclables. The choices are:
pick-ups from conveniently-located drop-off points, door-to-
door collection from each building, or a combination of the
two systems. The direct costs of separately collecting re-
covered materials from residences or commercial establish-
ments are considerably higher than the direct costs of a drop-
off system, but separate collection encourages the participa-
tion of two to three times as many people. Drop-off centers
divert an average of 2.5% of the total waste stream but gen-
erally provide higher quality, less contaminated recyclables.
Separate collection diverts an average of 6%; and this figure
can be raised substantially through an aggressive campaign
of publicity and community outreach. In Marblehead, Massa-
chusetts, the diversion rate has reached as high as 25% of the
total waste stream.

When the costs are figured on a per-ton basis, separate col-
lection systems appear to be the most economically
attractive choice. According to a study by SCS Engineers, a
solid waste management consulting firm, the cost of operat-
ing a separate collection system is about $31 per ton while the
cost of operating a drop-off center system is $35 per ton. This
accounting system allocates all of the costs of the recycling
system, including administration, equipment, and labor, to the
program.

The SCS study further concluded that, based on secondary
materials market prices from the unusually healthy year of
1974, separate collection systems costing $31 a ton can ac-
tually result in net savings to the municipality of $8 a ton.
Revenues and diverted disposal costs for an average ton of re-
cycled municipal wastes were worth $39 that year in some
areas of the country. Drop-off centers, on the other hand, gen-
erated only $17 per ton of waste in diverted disposal costs and
revenues during the healthy, 1974 market. Costing $35 a ton to
operate, drop-off centers’ net costs average $18 per ton. A sys-
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tem that depends solely upon drop-off centers for its supply of
recyclables will always have to be subsidized by the clty.*

Equipment and Other Needs

Because municipal source separation systems are a relatively
new phenomenon, there is an unfortunate lack of standard-
ized equipment. Trade secrecy Is an accepted characteristic
of the secondary materials industry and slows the transfer of
technology. Furthermore, successful materials handling sys-
tems and procedures are usually oriented to specific local
rmarkets and conditions. They can seldom be replicated.

Rough equipment cost estimates are available. A truck suit-
able for the collection of recyciables costs about $19,000, or
$16,000 less than a regular garbage truck. A fully-equipped re-
cycling plant will need: a glass crusher, which costs $3,000; a
paper baler, costing between $2,500-3,000; a $3,000 magnstic
separator; and either a can crusher, costing anywhere be-
tween $300-4,000, or a can shredder, which costs $3,000. A
municipality will be spared the cost of containers because
they are usually provided by the companies that buy the re-
cycled materials.

Any system will also require processing and storage space
for the collected materiais. The collection centers studied by
SCS Engineers had an average of 11,000 square feet of out-
side space and 2,000 square feet of indoor space. In most
cases, land for source separation systems is donated. As a
result, it is difficult to formulate cost estimates for space re-
quirements.

Potential Problems

Cities must be sure that they can both collect enough re-
cyclables and find favorable market arrangements. One im-
mediate problem they may encounter with markets is that
purchasers will not sign contracts until the system builds up a
“track record.” Systems like the one in Lewiston, ldaho, and
the Neighborhood Ecology Corporation in Washington, DC,
have found that they must prove their reliability, material
quality, and consistent volume levels before they can enter
into contract arrangements that guarantee revenues. On the
other hand, many programs elect not to enter into contracts in
order to maintain flexibility to shop for the best prices.

A serious collection problem that must be faced is that of
scavenging. A significant percentage of recyclables can be
lost if nothing is done to stop people frem rifling through the
waste and removing the valuable newsprint or aluminum frac-
tions. Cities may have to enact and enforce laws that prohibit
scavenging.

A source separation system succeeds or fails on the basis
of its participation rate. High participation guarantees a high,
steady volume and glves the city some leverage over buyers.
The key to any system’s success is the extent of its educa-
tion and outreach programs. These should be initlated well
before operations begin and should be an ongoing compo-
nent of any program. The EPA-sponsored recycling programs
in Somerville and Marblehead, Massachusetts, provide exam-
ples of excelient community awareness campaigns. These

*Market prices vary greatly. In April 1973, revenuss and direct disposal costs were
worth only $14 per ton of collected garbage. This meant a net system cost of $17
rather than a net savings of $8 per ton.
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Political Pressure Mounts

As source separation recycling systems become more
appealing, the political pressures against them mount.
Here are just a few examples:

* In May, the Connecticut Resource Recovery Author-
ity forced the closure of an EPA-sponsored community-
based recycling program operating in Bridgeport, ap-
parently fearing that it would compete with a $53 million
high+technology plant in the area.

+ Emerging community-oriented businesses that pro-
vide source separation services in Portland, Oregon,
may be forced to close down because of a franchising
law that will restrict collection to clder businesses that
do not provide the recycling option.

* |n Andover, Massachusetts, municipal officials and
executives of United Qil Products, a company sched-
uled to build a hightechnology plant for the town, tried
to include clauses in the United Oil contract that would
restrict recycling and give the company control over all
area recycling. Fortunately, citizen lobbying against the
clauses barely defeated them.

—~Neil Seldman

programs have utilized a variety of strategies, such as media
spots, mass mailings to residents, a highly visible recycling
logotype and other graphic aids, a recycling program calen-
dar, and meetings with schools and community groups.
Continuity of leadership is also crucial to a program’s
longevity and success. Several municipal programs have

failed either because of changes in leadership or because of

poor leadership. In college towns where personnel turnover is
rapid, this can be a particularly serious probiem.
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Municipal solid waste planners will have to plan the pick-up
schedule carefully, taking into account residential and com-
mercial storage limitations. Singlefamily dwellings will have
to be serviced far less frequently than multi-tenant dwellings,
apartment buildings, and office complexes. Working out an
efficient route plan is a significant task. Ecocycle of Boulder,
Colorado, developed a collection route consisting primarily of
right hand turns to minimize cross-traffic travel time. Another
concern is that materiais be prepared for collection, proc-

essed, and stored in a way that is compatible with buyers’ re-

quirements. These technical questions must be considered
carefully, for they have a significant impact on transportation
costs and on purchase agreements.



There is one final problem that planners should avoid, and
that is undercapitalization. Without sufficient initial capital,
neither strong participation nor a good “track record” can be
established. Cities should not doom a program at the outset
by selling it short.

The Prognosis

With all of these considerations and potential problems, one
wonders what the chances are for the successful operation of
a source separation recycling system. If success is measured
in purely economic terms, the prognosis depends upon
market conditions and upon the rising costs of both high
technology plants and traditional landfill operations. With to-
day's secondary materials market, the chance for economic
succaess is rather low. This may change in the near future,
however, as local industries, such as cellulose insulation
manufacturers, increase their demand for secondary mater-
ials and as the costs of conventional and high-technology sys-

tems continue to soar. If, on the other hand, success is meas-
ured in terms of decreasing the environmental costs of our
traditional solid waste systems by diverting substantial por-
tions of the waste stream, the potential for success is very
high.

Presently, most source separation programs benefit from
some subsidies. These can be in the form of subsidized labor,
equipment, land, indoor space, or program coordination.
There is nothing inherently wrong with subsidies; but it is
clear that, the more self-sufficient the program, the greater are
its chances of surviving through times of changing political,
economic, and community support. It must be remembered,
however, that the virgin materials industry is also subsidized.
It is an artificial market with which secondary materials must
compete. When this is considered, the prognosis for source
separation looks better—and the question becomes as much
a political one as an economic one. —Stephen E. Howard

Stephen E. Howard is a Resource Recovery Consultant
working for SCS Engineers, Inc., in Reston, Virginia.

Whatever Happened to Public Access?

result, producers who cannot raise sufficient funds to cover
the costs of more sophisticated production often settle for
primitive black and white equipment. Manhattan Cable has
tried to solve that problem by aggressively developing its
commercial leased access channel, Channel 6. Independent
producers enlist the support of local businesses to pay for
their production costs. Some producers are even able to make
a small surplus from their programs. One third of the shows
are now in color. People are paying up to $1000 in production
costs for each show. Bob Mariano, director of the access pro-
gram, explains that “These people are actually running small
businesses. This could be the beginning of a cottage industry
for independent television production.” Already, $100,000 of
Manhattan Cable's access system's $300,000 annual oper-
ating budget comes from leasing fees that are kept to a low
$25 an hour.

The use of communications satellites to distribute inde-
pendent productions could further improve their economic
viability. Pat Tierney of the Grassroots Network explained that
many of their programs should go out to a broader audience.
Satellite linkages can make the creation of whole new net-
works for very specific minority groups and interests into an
economically viable possibility. A program that could not pay
for itself in the tocail market could be profitable nationwide, As
Marilyn Rudick of the Cable Television Information Center
explains, “If the small Spanish-speaking community of one
town wanted a station for themselves, they couid not do it.
But a network avallable to Spanish-gpeaking people in many
different communities could be feasible.”

Citizen Action

How widespread and sophisticated public access television
will become depends, in the final analysis, upon whether the
cable systems can either profit from it or be pressured into its
development. Leasing channels may spark some corporate
interest. Significantly, citizen media groups in a number of
cities have found ways to put pressure on reticent companies.

In San Diego, the Community Video Center was able to con-
vince the Alternate Media Center in New York City to provide
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half the funding for one salary and a Sony Portapak. Armed
with this support, the group was then able to convince Mis-
sion Cable to maitch the grant. In Madison, a strong Citizen’s
Cable Council, with help from the Cable Television Infor-
mation Center, was able to convince the city and the com-
pany to support the Madison Community Access Center for
training and production. In York, Pennsylvania, the Madison
franchise agreement has been used as a model in franchise
negotiations with the local system. And when Southern Alle-
gheny Community Television of Johnstown, Pennsylvania,
asked Teleprompter for equipment, a studio, and technical as-
sistance, the company agreed to the group’s requests in an
effort to improve its public image.

Perhaps the most interesting case is that of Hayward,
California. The private cable company has been managing the
public access channel for four years with its own personnel.
Now, the company is not very interested in keeping the chan-
nel going; so it has decided to lease the channel to a group
called Public Access to Cable TV, the group that currently
provides volunteers. Presently, PACT is negotiating with the
company over the conditions of the lease. It may well be that,
in other cities, companies would like to give up the obliga-
tions and headaches of running the access channel them-
selves. Concerned citizens and community groups should in-
vestigate the status of public access in their area. The cable
company may actually be looking for community input and
control.

The technology of cable is still developing. So, too, are mar-
keting schemes and new programming packages. The future
is still open. As with most communications media, cable tele-
vision has great potential as a democratic public resource and
tool. But two questions loom above all others: will the eco-
nomics of the industry encourage the proliferation and in-
creased sophistication of public access cable television; and,
will citizens organize to demand their rights to be heard, to
create, and to bring each other the real news about their cities
and neighborhoods? The answers are important, for at stake
are our freedom of expression and our right to know.

—Richard Kazis
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Notes o

Support Self-Reliance

. :
Apprepriate Technology and Community

Economic Development is the title of a
new publication from the Institute for

Local Self-Reliance. Written by David

Morris, the article explores the potential
for new community economic develop-
ment enterprises based on a variety of
appropriate technologies. Energy house
audits, cellulose fabrication, the-installa-
tion of solar water heating and of insula-
tion, large-scale composting, and green-
house construction are some of the en-
terprises discussed. Capital and labor re-
quirements are included for most ven-
tures. Reprints of the article, which ap-
peared in the April issue of the CCED
Newsletter, are available for $1.00 plus
25¢ for postage and handling from the
Institute, 1717 18th Street NW, Washing-
ton DG 20009, .

Fundraising In the Public Interest, by
David Grubb and David Zwick, is a citi-
zen's guide to three types of fundraising

-campaigns: direct mail, door-to-door can-

vassing, and marathon events, Written by
people who have had a good deal of ex-
perience with these fundraising tech-
niques, the manual benefits from its con-
gern with organizational and practical

“details. Each section inciudes a lengthy

appendix of helpful sample letters, en-
velope forms, solicitations, and adver-
tisements. The manual is available for
$4.50 from: Public Citizen, Box 19404,
Washington DC 20036.

Nonprofit Food Stores is a resource
manual published by Strongforce, Inc.
The manual presents in-depth studies of
the development of four food co-ops: the
Boston Food Co-op, the UAW Worker's

The Institute for Local Self-Reliance is a research and consulting organization which
explores the potential for, and the implications of, high density population areas be-
coming independent and self-reliant. The Institute, incorporated two years ago as a
tax-exempt non-profit arganization, conducts basic research; develops working dem-
onstration models of new technologies, institutions and small-scale production sys-
tems; develops educational materials and disserginates information.

The best way to keep up with developments at the Institute and around the coun-
try which are relevant to the movement toward urban decentralization is to subscribe
to SELF-RELIANCE. You may continue to receive this newsletter every two months
in one of two ways: i

1) Subscribe to SELF-RELIANCE:

A year's subscription (six issues) costs $6 for individuals and $12 for institutions,
libraries, government agencies and private businesses. Out of US, add $1.50/
year for surface mail. U.S. first class, add $2.00/year. For air mail, add $2.60/year,
North America; $4:20/year, Central America; $5.10/year, South America, Europe,
Mediterranean Africa; $5.80/year, Asia, the Pacific, other Africa, USSR.

2) Become an Associate Member of the Institute for Local
Self-Reliance:

The $25 annual dues ($40 for institutions} entitles you to a year's subscription to
SELF-RELIANCE and a 20% discount on all Institute publications.

Our readers respond

+

The article in the last issue of SELF-RELIANCE on community-owned profes-
sional sports teams has prompted a good deal of interest and response. The
sports section of the Washington Star carried an article on community ownership
as a way to bring baseball back to the District. One of our readers, John Mc-
Claughry of the Institute for Liberty and Community in Concord, Vermont, sent us
this note:

The Green Bay Packers deserve more attention than they got in the July/
August issue. The Packers are nonprofit; if dissoived, the assets remaining
are to be turned over to the local American Legion Post! They are very
healthy, financially. People tight to buy shares, even though they do not pay
div;;dends nor do they entitle the shareholder to preference in season
tickets.

John also sent us an article about the City Council of Visalia, California, which
when the Mets disbanded the town’s minor league team in 1975, bought a Califor-
nia League franchise so that the town would not be without baseball.

On another matter: a few issues ago, we mentioned Suellen McDonough’s
Recycle-t container as an aid to source separation. Since then, Suellen has been
swamped with inquiries. She is pleased with the response, but asks that people
refer to the description in the Sears’ FaliMWinter Catalogue for more information.
Suellen is too busy recycling to answer all the letters.

- Self-Reliance . .
(h)npa,r::t:lstlhaengol%t;zr?heﬂv;rtea:gxgggt?fe The Institute for Local Self-Reliance Non-Profit 3."59"::1:;:
supsrmarket in Denver. Each study aha- 1;;;‘1,::',:,:'3%"2;%09 ) PAID
lyzes the history, location and facilities, ";::":i':g":"a:é
the pricing policies, the staff structure :
and salary levels, the problems, and thé
progress of one specific store. A final
chapter offers some nuts-and-bolts sug-
gestions on operating community food
stores. Readable and informative, the
manual is available for $3 from: Strong-
force, 2121 Decatur Place NW, Washing-
ton DC 20008.




