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Fair banks merchants consider 
retail future bright here 

What is the mood among Fai1·banks merchants in the 
race or a slowdown in pipeline related nctivily? Op­
timism. 

While lhe figures on I !J7!i arc nol i~1 yet, the con census is 
"not as good as 1975" (a banner yenr for all kinds of sales 
and the peak of pipeline activity), but retail aclivlty this 
year is slill better than il was in 1974 or 1973. 

Based on sales lax revenues collected by the Fairbanks 
North Star Borough so fnr this year, $324,f>82,0UO worth of 
business was conductecl in the borough in fiscal year 
197fi. , 1d thal figure docs not Includes sales of medical 
services, plrnrmacculicals, sales lo governments. fnrn1 
supplies or sales of building and construction supplies to 
holders of building permits. All lhcsc cnlcgorlcs ancl 
some others are exempl by ordinance from snles tnx, ancl 
it. is estimated I.hey represent nl lcast another S40 million 
In sales. 

Why arc people still spending money 011 consumer 
items? Merchants attribute the active retail market Lo 
severnl factors in nddilion to incrcus(!cl population. In· 
creased sophistication on the part of lhe lt'nlrb1111ks con­
sumer is one ractor, lhey soy. People here want the same 
lhings they sec :ire nvnilable In lhc Lower 4H States. In 
response lo llwl demand, there is :rn lncrcnsed selecllon 
of mcrchnndisc in F'alrbanks these dnys, different rr1w 
the dnys when the consumer had to oi·dcr by catalogue 
for nny speclnlty or exotic Hems. And lransporlallon lws 
Improved, making ;wailability of ~oofls (,nly n mnller of 
lime. Ami while the consumer may be lightening the 
purse st rings in the next rew months. item~ like food nnd 
clothing will still continue lo move in lnrger numbers 
tha11 before jusl because there nrc more people here re· 
quiring these ncccssnry Items. 

What Is the ruturc !111 n.:1 nil trades'! If financlnl com· 
mltmcnls and cu11st.·11clion arc· nny indlcalors. the future 
looks bright. 'J'hrcc new shopping malls arc under con· 

slruction now and are expected lo be completed by 
spring 1977. A major cleparlmcnt store is considering 
building a brnnd new complex downtown. The shops 
which will be locating In the new malls arc retaining 
their downtown locations. There has been a commitment 
by downlown merchants to clenn up the core area lo 
mnke it more plcasnnt for shoppers, and lhose mcr­
chnnls trnve hcen working together on various promo­
lio11al programs :o encourage lhc consumer lo shop 
clownl• wn. 

Those \I/ho arc making lhe financial investments In 
rclail trades sny the ruturc suecuss of the industry is 
limited only by the size of the population. Consumers arc 
slowing d(;Wn their spending, bul th•. money is still here, 
they say, and will continue to be here. A gas line, slate oil 
revenues. fulure oil developments, ventures ilnd in­
vestmcnls by lhe Nnlivc corporntions, all spell ..:ash flow 
within Alaska for many years and mcnn people who live 
here will hnvc money lo spend on consumer goocls. 
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HICKEL MJ\LiJ-A mall adc!lllon to the Safeway store on Air· 
port and University Is expected to be open for leasing in s9rlng 

l'ou c on get it he r e 

next year. Among others, the mall will include a drugstore. 

Fairbanks shopper has choice 
Long gone arc the dnys when nhoul all you could huy in 

F111r bnnks were 11 wnn11 hlnnkcl and a r~o l d pan. The 
varldy of slnplcs, consumer items ;ind luxuries 
stretc:1cs from brc11cl ancl butter t.o imported cheese, 
from .llccl-lotd boots lo silver slippers and from 
b111ldozL rs to Swiss music boxes. 

While the number or different llNns mny not compare 
lo l11rgc c1t lcs outside. if you've scc:i somclhin[! Jn your 
f:1vor il<' sl h:k ma~azlnc, you can prohablx get ii in l"air· 
h1111ks. · 

1"uc:11s Nor/11 Is µ11bllslwrl 1110111/1/y by U1c f'nlrb:u1ks Ill · 
(/t1str/11J Dt•11t'l11pmt•11: Corp .. lil!J F.le11cnl/1 A vc1111c. F11lr· 
lnmk.o;, i\K !J!.JiUJ. 

Dr. Wiil/am Ji . ll'ooc/ 
J-:xcc11tl11e \I/ct• /'n'.'lft/£•111 

J•:rlllt•d by ll'orrlsmflh., 
1 :!2 r Coppct 
1"11/r/J1111k.<:, Al\ !111i01 
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The clly boasts seven major grocery stores, one with 
compulcrlzccl check-out; hnlf a dozen 24 hour convc· 
nicncr. grocery st.ores. scvcrnl neighborhood small ind· 
pc11dc11t 11torcs nnrl three hea lth food stores. In lhe wny of 
cloth ing, Fairbanks hns two mnjor department stores, 
I wo dozen smaller shops specializing in men's, women's, 
children's, western , outdoor , high fashion nml other 
types of clothing, 1111<1 six shoe stores. In addltlo11, there 
urc three c11l11loguc outfits which hnvc locations her<', or 
I he consumer c:lll choose from cnl :ilogucs from all over 
the country. One calnloguc store manager :mid his com­
p:111y lws found that evc11 when a retail store is opened, 
catnloguc sales continue to flo11r lsh hccnusc the 
sophist lea tell consumer Is looking for the best l>uy. 

In the w11y or household. home repnlr or home 
111nl11tc•1iancc goods, there arc l wo major stores supply­
ing sm:i ll uppll:inces. do-ll-yo111·self Items. tools, gadgets. 
hullding supplies. These m·c In mlcl il ion to several hnrd­
" .11'(' stores and co11struct io11 supply stores with more 
spcdallzcd plu111hing, hc11ll11~ . clcctm·11l goods. 

Hcyo11<1 llw nc('essilies, there nrc three lnrgc furnltun.• 
slor<'s nnd h11lf 11 dozen smnl l<.:1· ones. glfl shops selling 
every! hlng fro111 Alnskan·mnfle cr:lfl s lo Znml>iun Im 
ports. specially 1111tl novelty shops. five record :111cl t11pc 
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CHOICES ... 
( Cortilllld From 1'191 2 I 

stores, three mufical inst rumP:at shops, eight major ap­
pliance stores, 1 .::::.::. ;.::1: stores, numerous flower shops, 
nurseries, anc! dve hobby shops. 

There are even locaJly manuf acturcd and retailed 
goods in r"'a, rbanks - a f'Jr shop that makes and sells 
parkas, b0<,..;, hats and so on; a jade shop where custom 
designed clocks, tables and jewelry are made and sold; 
several ceramics and pottery shops, and numerous in­
dependent crafts people who make and sell jewelry from 
Alaskan gold and gems. 

If one is looking for wore expensive items, one needn't 
go beyond Fairbanks to spend tots of money: there are 

LAMONT'S-An addition to the Market Basket II on Airport nnd 
Cowles will house a Lamont's Department Store, a new rctuU 

Pagel 

four fur dealers, eight jewelers, five art dealers and one 
leather goods store. 

Fairbanks merchants don't have only the consumer in 
mind, however. Industrial equipment and supplies are 
~v.~ilable from engines to earth moving machines and 
trom jeweler's screw drivers to generators. There are 
also five wholesalers dealing in food, liquor and sundries 
as well as wholesalers in specialized Items like 
automotive or electrical or plumbing supplies. 

Fairbanks automobile dealers handle amost every im­
port as well as all American model cars, and there are 
numerous auto parts and suppl)' house:: to help keep cars 
rolling through Fairbanks winters. 

race on the Fairbanks scene. It, too, ls scheduled to open next 
spring. 

w 
N Best wishes from FIDC 
~ 
~ for a. healthy 
~ a.nd prosperous 1977 
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Biz squibs 
In keeping wllh the topic 

of this issue, F'ocus North 
welcomes lo the Fairbanks 
retail scene the following 
new businesses: Bag Boy 
stores, Pier l lmports, Team 
Electronics. Rampart Mini­
Mall , Auggie's, Burger 
King, Good Thunder, the 
Gold Mine ... New stores that 
will be appearing on the 
Faribanks scene with the 
opening of malls next spring 
may Include a candy slore, 
an Italian reslaurnnl. an ice 
cream parlor and a 
children's clothing shop 
... While Sears' has no 
definite plans lo open a 
rel ail store In Fairbanks In 

lhe near fulure, the 
manager indicates lhal a 
store was opened in An· 
chorage when the popul alion 
slabilized between 90,000 
and 100,000 and lhe same 
crilet·ia may be applied 
here ... More stores are going 
lo the computer form of 
check oul and record keep· 
ing and at Foodland Grocery 
the manager figures IL could 
save 25% of labor costs In 
stocking and 22% In check 
out...A new rosl or living 
survey for Fairbanks Is be· 
ing .:onsidered by the 
federal government. Mer· 
chants are pushing for early 
completion of lhe survey. 

BENTLEY MALL-The Bentley Mall Is going up on Colle!: ... 
Road and about 20 shops already have signed leases to go In 
spaces between a Safeway store and Pay-N..Save. The mall, to 
be completed In March 1977, wUl Include a variety of shops from 
candy and Ice cream to cameras and books. 

--~~--



J\Iaslux ~ ~gmlatiin 

~ 
JUNl'.AU ALA•KA 

Permanent Fund Committee 
538 West 5th Ave . 
Anchorage, Alaska 99501 

May 25 , 1977 

Focus North 
c/o Fairbanks Industrial Dev. ·carp. 
619 El eventh Ave . 
Fairbanks, Alaska 99701 

Dear Si rs: 

We would like to begin receiving your monthly publication Focus North. 

If t here is a charge for this, please bill us with the first mailing. 

Our address is: 

Thank you very much. 

Alaska State Legisla:·1re 
Permanent Fund Committee 
538 West 5th Avenue 
Anchorage, Alaska 99501 

~.Wlb. Dotlton, Secretary 
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Goveroment growth crowds out investment 

European studies show 
the ad~erit:e Impact of 

· large pub~ic outlays 

''I tend to feel that an ovcr·large public 
sector is a sign of incipient decline," says 
Edmund Stillman, director of Hudson 
Institute Europe, un independent Paris­
bascd alliliatc of Herman Knhn's U. S. 
think tank. This view arises from 
ongoing research led by Hudson econo­
mist Richard Ensor. Hudson's findings 
tend to show that overall J.(rowth is the 
lowr:st in cuuntl'ies where the govern­
ment sector is largesl. That raises the 
strong sus)licion that large and growing 

by the expanding govern111ent sector in 
Western industrialized countries has 
been massive-cutting attainable 
growlh rates by as much us one-third in 
the past 15 years. 

A major reason government grows 
rapidly is that hi~her public spending 
always pro\•es effective as a short·t€:rrn 
cure for recession. But since the level of 
public spending seldom falls after recov­
ery gets under way, n ratchet efTect 
comes into being. The long·turm rusult, 
according to Alexandro Lamfalussy, 
chic! economist for Lhc Bank for Inter­
national Sct.tlemcnLs, is that "in many 
advanced countrieb, taxation 11ecms to 
have approached or exceeded the limits 
of economic efficiency." 

pcnsation, and welfare-:ire the most 
wasteful form of go\·ernment expendi­
tures, boU1 Smith and the Hudson group 
found that such payments had far less 
impact on dilf erer.ces in b'l"Owth rates 
than did government spcntling for goorls 
and employees. Bacon and Eltis luy far 
less emphasis on transfers than on the 
huge growth of ~overnment l'ayroll11, 
and Smith stresses the fact that trans­
fers do not actually tic up productive 
resources in the production of socially 
de11ignated services. This distinction ·has 
important implications for public service 
employment proposalf in the U.S. 

Waga-pu1h Inflation mar provide an 
Important warning 1lgnal that goliernment 
11 growing 11>0 fa1t1 When expanded 
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•publlo •JM!lld lno, e1ciGd1t11111an1la1 poyment•. "'• porcu11l 111 d1apo1~bl1 lncorn• 

01111 lludaon A1101ch Euro • 

publ ic t1pcndi11g ucl unlly c1111sot1 1:1luwer 
economic uruwl It. 

'l'h1• ! l11tlso11 fi11cli11gs nrc une ox11111plc 
or un i11111re11t1i\'u hody uf Euru11ean 
rcscnrch puintin~ It> lhis :1u111u cn11cl11-
:1i11n. In Urituin, whil'h hus hucl :1low 
growth for th(' lust tiU y..,a1·s. twu Oxforcl 
ecu1111111it1111, Rolwrt Bacon ancl Waller 
l!:lti11, huve clocumcnte<I the 1·u:1e u~ninst 
II l(l'llWillU j,IOVCrlllllenl wil h impressive 
ultcnliun to lhc detailed i111puc1 or 
specillc· pultlic policic:1 on lhu lnilus1ri11l 
Jlructurn. Simi lur implkutions hnw uh;u 
omerul•d from 11 st 11cly hy Dnvid 8111i1 h. 
principal ruscurch olllC'cr in crmu1111i1·s 
11t Enul11nrl't1 Nntionnl Wustmi n:1tM 
01111k. Arul tho Or~nniwtlon fur Eco· 
110111i1• C"oopcr111ion & J)pvulupanc111 i:; 
prcpnrinl{ 11 11 tudy on the !1&1 1110 t111 hjcc1 
fnr pultlicul ion oarly 11ex1 your. 

Tho 1ww 11l11tlic::1 clilrcr in clctuil, h111 in 
l{l'th•rnl tlwy c1111cl111lc 111111 lhu toll tr:kcn 
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'l'hrcc other major Lhc111c!I uf I hu 1ww 
sludies: 

Dl"1renc11 In lh• 1111 of lhe govern· 
mini ere nol lh• onl~ feclor .. pt1lntng 
dlnerenca1 In growth r1IH among coun­
trl11. 

J\ ny cc·onomy's "n11t11rul" l(rnwl h rnto 
do11e11cli; hnsicully on the l(l'OWI h 11( il s 
luhor force 111111 the w oduc·livi ly of its 
workun1. Uot h vn ry over ti1111• 111111 
hctweon cuunlriu11 lt1•1·111111u urn voricty nf 
1•11llu r:il, tec·h11olnl(ic11l, nncl 01hur fac· 
IOrS, Of Which lhO Si1,l! 11'' ~(IVlJ rt\1110111 itt 
unly one. Still, navid ~m:th's t11tuly u:1l i· 
males Lhul dilfuro1w~s lr1 p11hl i1··1:1c1·tor 
l!ize ucc01111h·d for fully $!i'J/• ur 11 \tJ 
ovurad l vnl'iulion In l(rowl h ralu 111 h\H 
J!).n11tio11 t111111 plc clt11·inl{ I Im l!Hi1111. 

Nol 111 publlc progr•m• ere equell~ 

harmful to growth. 'l'hou~h thl' I ruclilionul 
viuw is thut 1rum1rcr p:iymcnt t> irnd1 u11 
1m<·i11l ins11r11 1u·r, 11n,•111pluy1111•111 1·c 1111 · 

p11hlit· 1101·vire11 11ro provided frcoly, t hu 
principul tusl of their clusi rubility i11 
wh1•ther pcuJllc· will (lfl)' the resulting 
111>.1•s wil hout tle11111111Ji11g hil{hcr wul(C!I. 
.. Tho:1e who control 11ubl it: oxpondllurc 
create the pul>li l! sector thnl thoy l>t!liovc 
to lw rnrruct," ll:ltis t111y:1 tlryly. "Uut tho 
workt•rs huvc 11hown 1111 unwillit11(tH!ll!I lo 
puy for llw lcvul of :1orvic<':1 Lhnt puhlic 
ollkiu l~ deorn npproprintc." I le cites I ho 
i11crcm1cd 111ilitnncc of Ilril i:1h luhor t hot 
IWl(llll i11 lhc 111i1l· 1!)60:1 11!1 11 vivicl 
1'>.lllll()IO uf lhO hozunJS Of Ull 0\ICrlilOWll 
pu hi ii· beet or. 

'l'hl' 111cc' hnnis111 hy which u lnrl{or 
puhlic slmru lc11d1:1 lo slowor l{mwt h ill to 
lie funnd in shrit1kin1C J1r110lli 11ntl fulli ng 
inwsl n11·nt - u 1<i1<u111 k non•1111111l'lnry 
"rruwclinu·out d fo1•t." ::)iuro lhcrc i!-1 11 

lonu·run rulu1io11:1hi11 hctwcL•n 1111 1•1·c1t11)· 
my's 1:11t1ck of cn11itul cc1111p1111•111 111111 tht• 
lov1•l 11( 1111lp11l it CUii (lrt14llll'C, 1111y l{ IVCll 
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LEGAi. NOTln: 

U.S. l'OSTAL SF. rt\' ICE 
ST.Hlrnt:!l;TOPO\\'NEl<Sll II'. MAN A<lt:m:sr 

A!l;U ClftCUl.ATI0:-1 
(At·t of AllKUllt I!!. 1970: Sc'<tion :11>.'!5. Thlu !1~1, 

L'uiltil Stu!.:• l'n Id 

I. Title of ('Ublil"lll ir1n: UU:llNt:"iS \\'EEi\ . 
:!. Date uf r1lin ~: (lcwlicr I, rn7G. 
3. Fr~ucn4.'Y of lf.lul•: Wt.•ckly ,1tt.'1tpl for Ofl'-1 1~ut! 111 

Januury. 
:tA Annual S11list·ril'lio11 l'rlr": $2t..ill 
~. t.. .. ·•lion of~""'"" ollk1· 11f 1·11l1liru11on:l:!!t A\'1·n111• uf 

l/w Aml'ricns,Cily, Cuulll )' and S1.111• of NI'\\' \'11rk-ltJO~ll. 
~ l.o-11tion uf IH!~J411~rtc"' or h"'""ruJ l1u•ii•c•o ofnl'C:I n( 

tlw 1111lili•hun<; l!!'!I .\l'cnuc of the 1\111crlcna. r ill'. C-Ounl) 
arul State or Ne"· \'ortc - HXY..'ll. 

G. Niruu 11ml •ddr~MV• or 11ulili>hcr, cdlwr. ""' ' n111nU~· 
ini: eJit»r. l'uLlislwr. ll. U. Alcx•111l1•r- l!!2l A\•cnu u ol thu 
i\111crfraa, New \'urk. N. \' .- ltJOW; l-:1H1ur, '"'"''' II . 
\'uun11 - l2:.!l A\cnue of llru ,\mcrk118. N~w York, N. Y.-
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growth rate requir es that ll,a certain . industrial . exp2,nsion 'iargcl11 of the ' 
proportion of total production must be discarded national plan, business cut 
invested in new capital goods. If. for back on private investment. Meanwhile, 
instance, it toOk $3 worth of capital government departments steamed ahead 
investment to produce $1 worth of toward employment goals that had l>P,en 
annual output, ihen a 4% rate of growth based on the assumption of a stronger 
in productive capacity would require economic recovery. 
that 12% of each year's net national Employment. Despite recurring att~mpts 
product be set aside for new fnvestment. to shore up the private economy, a spiral 
If the higher taxes resulting from higher of rising public ser~or payrolls and 
government costs eat intQ profits and falling private investment took hold. 
private savings to the degree that invest- "Over the period from 1966 through 
ment of this 12% proportion "becomes 1974," Eltis notes, "the market sector 
impossible, growfo will fall below the was losin~ 175,000 jobs per year, and the 
4 % rate, even if labor force a~;d pr9<iuc- public service sector was adding perhaps 
tivity growth remain favorable. ' 120,000 per year. That means a sry1aller 
Th• link. The Hudson group {eels that it number of producers of marketable 
has statistical evidence of & signiijcant outputs in the priva~c sector has got to 
causal relationship between a rising support a larger number of tax-
income share for public si)ending and a supported public employees.'' 
lower share for 1.1rivate investment. Thi~ Inevitably, taxes rose sharply. 
linkage is stronger in some countries Amounting to nearly 30% of earnings, 
than others, Hudson's Stillman con- the average British worker's tax burden 
cedes, and in some cases the slow growth is now proportionately highc1· than that 
of an aging ()Conomy could cause higher of ll bank manager or univ1m1ity profes­

Publle spending grow1 
because II Is a short-term 
cure tor rece11lon 

public spending, rather than vice versa. 
Nonethel ess, ho believca thnt 
"nonmnrkot spending, (as 01>poso<l to 
investment in self-supporting public en· 
torpriscs) is the preemptive fnctor in 
ovornll economic growth." 

'l'ho instilute's !ludson /,etter recently 
estimated tho degree to which specific 
economics have been hurt by tho rnpicl 
growth in 1tovernment O\'Or tho past 15 
ycnrs. l~o r Donrnnrk nnd Sweden, tho 
1tllnint1hlo ~rowth rnto hu!I been cut hy 
1.a to 1.5 pcrccnlngc point.s; (or Cunnd11, 
Vinland, Germany, und Britain, nboul 
0.8 f>Oints; I.ho Ot}ll!r 'lt:urOJ.lt!Ull lllOOlllt?l'll 
of o~:cn nru nssignod rl!d11ction11 of 0.4 to 
0.5 poinlll. r~runco, which do011 not 
nppuur to hnvc cnlurgr.cl its public socl.or 
shnro, i11 tho oxcoption. Smith ltns 
urrivucl 111 aimllur ot1lin111tos. He 11ugl(ust.11 
tho rulu of th11111h thnl "ouch fi '.t 
incrca!lu in tho shuru of dispo11nblo 
i11co111u 11h11orhc1l hy slnlc conlllltnJ1tion 
impliot.1 n 1 % drop in tho growth rntc.'' 

B11C()11 nncl ~lti11 lrnvo forust!cl on tho 
British ll>qwriunco, nncl holiuvc thnt J!)(IO 
11111rkutl n co11tly turnini.t point for· th11t 
nation. Govornmonl rclipondccl to hnl· 
1111<:1: of·puymunt rlillic11ltic11 with n plnn 
to } ow lhu 1,CrowLh o( uovurnmont 
purcl 11H1111 i 11 orclor to Croo rosourcc!I (or 
Ul!O h~ i11dustrlc1.1 that ux1>orL or co11111oto 
with i111 11ort11. But it tlld not providt• tho 
jll'OIK.ltl fl udtfitinrllll 11ti11111lll!1 O( 11 cl (:Vlll· 
1111tinn, 1111cl it nlRo 11hulvccl 11 long·rnngo 
uconumlr plan lo 11timul11Lo indw1t rinl 
cxp11n11lo11. It w1111 In thi11 offhund 
fn!!hio11, the Oxford cronomi11ls sny, l1111t 
l!rit11i11's cco110mic structuru wns nuclgc'l 
fult•folly in the direction of riRing public· 
11c1·tur c1111 t11. Wit houL tho cncourngcmont 
of uitlwr 1J tro111( uxport mnrkcts or the 

sor in 1963. And deficits have also 
mounted. 

The point is not that public services 
should be eliniinuted, but that either 
their growth must bo ki!pL In balance 
with private output or people should be 
prcpurcd for a growth slowtlown. "As 
per capita incomes rise," Bacon 11uys, 
"you would expect people to bu propnred 
to give more of their own consumpti!m to 
make room for public con11t11n 1>tion. I 
think Swcdon, prior to tho latest clvc­
tion, w1111 nn cx1111111lc of this.'' 

Ju fnct, the Scundi11nvi1111 countri11ll, 
wi Lh their smaller, rclntivcly Jwn10ge­
ncous populutions, have gonorally done u 
good joh of bmiing public-sector expan­
sion upon the ngr,!onwnt, of umon lcudor­
ship to nccopt u fnir share or runliHtically 
osti muled costs. In Eni:lnrnl, on the 
other hnrul, clisciplinc in tho labor 111ovc· 
mm1t nnd uccurucy in p11blic-1wctor CO!lt 
projcction11 1111vo both hmm lnckinK, 
nccording to tho nccounl in li.: ltl11 nnd 
Oncon'M ucw book (8rit11i11 '11 h.'cOiwmiu 
ProlJfo111: 'l'oo Few J'ro1'1ic<Jr1J). ft'ro111 
IHtiti to 1070, tho public sc<:lnr's wotnx 
incomu rmll! hy 111oru thun 15% R!I u rutio 
to thnt of tho mnrkut sector. The cor1su· 
q11011c11 or tho hiuhor lnxos thtLL resulted 
wn!I ''nunrly univorsul pru11sur11 for wage 
llt!ll.11tntlllllt1 in OXCC~!.i or }0%, Ill fl time 
whun tho inOnticm rnlo w11H much lose 
Lh1111 this." Soon erwugh, of courso, price 
mov1:nwnts hnd to cntd1 up; l>y 1070 
inllntion wn11 ncnring 10%. And with 
l{IWt?l'llllltllll continuing to ux:r111111l 11m· 
ploy1110nl ulmoHl uny timo workurti 
h1•c111111l 11v111lnblo, tho proco1m uccolor· 
nt.ocl. Co11 11u11wr prlco11 rosu 113% In l!l74 
nncl murc thnn 24'X, in 1976. r. ronicnlly, 
nil of thi ll occurrc<l ut lhu 11nmc ti mo that, 
Drith1h inrlm1try had succoudcd in !!hnk­
inu off tlOt'lldOll or UJ)Jll\fCllL dcclino, 
ralsini.: 1111m111l woJuctivily l(rvwtJ1 from 
2.2% in the 195011 t.o 1U!% 11lncu 11161. 
llnfu1·t1111n1oly, thl! lmlanrc )11uJ licun 
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tilted too faf~ insti:ad of faster tot.al 
• growth, a shift in resources to the public 

sector was the only result: ' 
RHourc• elloc~lion. Without having 
studied the British case in detail, Amer­
ican rl'f'wth theorists arc agnostic about 
the c 1 .ribution that wage-push inna-
tion ;; made to declining rates of 
inve• ent. While conceding that such 
infla lllry pressu res can be one source 
o( pro11L reductions, particularly in an 
economy as open to low-cost import 
competition as Britain's, Robert M. 
Solow of the Massachusetts Instit'Jte of 
Tccl:nology feels that the inflation and 
growth problems may proceed indepcn· 
dently of each other. "Workers always 
want more take-homo pay and more 
public 1u?rvicos," he says, "whenevor they 
can ~ct theni. '' ----··---------·-Growth ~~epend1 011 keeping 
publlc 1t1rvi~e1 In 
balance 'IWlth p.-!vate output ----·----------As for t.:he slow growth problem, 
Solow notes that even without inflation, 
the public sel!tor would take an expand­
ing share of total resources in any case 
where µolicymakcrs continuously usud 
fiscal 1:1Limulu1s lo maintain relatively full 
umploynwnt, whllu relying on tight 
monctury po~icy to rcslruin occmiional 
influtionnry pressures. Even without 
w11gc-pu11h, ''you would autoniutically 
1<cl u Hhift in tho composition of outpul 
in favor of u11vurn11wnl p11rchm1c11 nncl 
nwuy from i 11tcru!lt·11cnsitivo 11clivilic11, 
such mi privnr.c invcstrncnl," says Solow, 
who is considered to ho lhc rn11ki111< 
J,l'rowlh thuoritJL in tlw U. 8. 

F'or the lJ. !;., the immedialo qu .. slion 
rnisud uy I ho 110\V 11t111lius is ovor tho 
wi11do111 of Lim public omploymun t pro· 
l(l'Hll\S as II l'Ul'C for hi1th 11ncm"luy111011l. 
Solow co11ccd1!S Lhul "the Oncon-(•;ltitl 
1ir1<11mcnt cou ld hold Ul{ainsl n l nr~ll 
puhlit· imrvicu e111 ploy111011L program 1111 
u11 on1<oi111< b1111i11." M11111 A mcrican ec1111-
omitllR tond to feel comforlnblu only with 
r11 l11t ivoly 11n111ll puhlic AOrvico employ· 
111u11L 11rupo1111lt1 lhul rilhcr disuppunr or 
shrink in 11ir.c whenever unemploymont 
runchllii low lc11uls. 

'11h111i for, it wouhl 11ppc11r thul U.S. 
polltici1111t1 will not ru11tinl the oxc1•s!lus of 
their BritiHh <•01111tcrpurt11 in both I hu 
r .:ilmr li llll Consorvnllvu parliCH. or lho 
two l'r1Jf1idunl iu l cn111lidnhi1:1, J immy 
Cnrlur h1111 spoken str11111<ly in fovor of 
joh 1·rl'lllio11 clforl.H. 1J111 hu hm1 suid thnt 
If 11111-rccl'ipt 1~11im1 1111-!1-!Ud bt1hi11d hiH 
prujccllunH, ho would :.i low down tho 
growlh of !lOCill.l iwrvleo programs. 

Mounwhile, h:ILis, who is 11µcndi111< !!111 
ycur mi vh1ili111r wofos1mr Ill tlw Uuiv1•r­
sity ur 'l'orOntJ:1, is WlllChfn~ from hiH 
poHI u<'rOUH 1t lw hurclur. lie 1111y H: 
" P1·1!11umuhl~· . :tour ArnoriClin cxpNls 
hu Vl' lookl'<J 1•:1 refu lly n L I hu tax CNl!IO· 

11uunrcs of tho 1>ropo1ml 1:1 lhuy put forth . 
If 1101, it's cntinJly irruHponsi blo." • 
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A decision·making computer automates Bank of Virginia Company's new 
suburban "home:· Squeezes out the most heating and air conditioning from 
the lowest eneray usage. Purges smoke and creates safety areas in case of 
fire. Surveys "sensitive" locations with closed circuit TV. And much more. 

One example of RobertshAw's energy efficiency Special ducts collect' 
the heat given of: by lip! 11s. The com-
puter cal~ulates and directs the best 
way lo use this energy-for heating ~ · •• • • • ·" 
or air conditioning. Automatically. eritMuuii.' , ... 

For mo1 e detP.ils on Reiber !shaw r • : 

l automation for your buil::ling, write ' : 
to P.O. Box 26544 u. Richnir'lnd. VA CONTROLS COMPANY ........ >. 
23261. - -- - _______________ ,,, 
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How ~o Sro®rad tr1e Ne;ct .. 
Be~~uon-Do~~ar \JVoridva~~ 

One oil f ort une has been 
spent, but another soon will 
shower down on Alaska. This 
time, the State is set on avoid­
ing mistakes of the past . . 

JUNEAU 
Alaskn, which nlrcacly hns run through 

its first 900 million dollnrs in oil roynl­
tics, is about to come into nnother enor­
mous fortune. 

With th~ 79·1-mile Trnns Alaska Pipe­
line scheduled lo open next year, oil nncl 
F,:\S TC\'CllllC.\ will SCOn Start nowing into 
State coff crs, evcntunlly mounting to 
more limn n billion dollars annually. 

Yet rnnnr Ala~l:ans arc nnxious about 
the bon:111zn, whic:h some fear could be­
come nnolhc-r c111b:1rrnssmc11t of riches. 
nesiclcnls arc ac·l1lr:lv aware th:tt not a 
single ca~h dollar r~mnins of the 900 
millio11~ paid to tlic Stale br the oil 
co111p:i11it'S i11 HJ(i!) for oil nncl gus lenses 
011 t IH' :\NI h Slnpc. 

A sp/11r90. The 111011cr clisappcarccl i11 
what has l>e·c·n dc~c:ribl•cl ns n splurge of 
spcnclinu ror cduc.1lion, nlcl for cities nml 
towns, n~sislanci~ for the uged nnd lonns 
lo small bu~ i11 csHne11. 

Alnslm lws 111:11rngccl lo slny out of the 
reel oril)' hr issuing Londs nncl levying u 
special lu.-; on oil 11ncl gns reserves, ex­
pected to rielcl 220 111illio11 
dollars in 197G. Ono or t\las-
kn's 1nnin problems, u Stnlc 
official says, is lo keep the 
money "nw,\y from the insn­
t i a bl o appe tites of free· 
spencliue burenucrnts." 
• Some Alnsknns nclmit they 
handled the first bounnza 
poor!)'. Slnte officinls say 
they were unable to resist 
<lcrnnncls nt mn11y levels for 11 

shnrc of the moncr "hccnuse 
we hncl not hin~: for so long.'' 

Rcsiclcnls compl11inccl, pri· 
or to nch!eving Statehood in 
1959, llrn t Ali"ka was little 
more thnn a ucgl•!Clcd wnrd 
of the FC'clcrnl C:ovc111 inc11l. 
With n sm1\ll p(11nllntio11 
sprenc.I o\·cr the cq11i\'nlo11t 
of one fifth of the olcl '18 
Stales, mnn)' cssc11tinls from 
roads to socinl scr\' iccs were 

U.S. tlCWS & WOfllO REl'ORT, 

costly nod in short suppl}'. Thus the 
discovery of huge oil fields along the 
\'irtually unpopulntecl plains hugging 
the Arctic Ocean seemed providenti.11. 
Observes Andrew S. Warwick, Stale 
commissioner of administration: "When 
we had the 900 million, it wns difficult to 
say 'No' to projects because the fim111cinl 
resources \\:ere silting right there." 

That overspcmdil has strengthened 
the resolve of mnn} residents to nvoid 
similar problems in the future. 

Feeding the kitty. Plans are being 
formulated to crenle n permunent in­
vestment f uncl fed by at lcn~t .:!5 per 
cent of nil mineral roraltics, bonuses and 
money from lenses. The principal would 
be spent only on income-producing \'en­
tnres. Absknns will \oOte on the propo~al 
in :'\o\'ember. 
~h1ch of the funcl, if it is n1)provccl, is 

expectccl to be ~p<'nt on strengthen ing 
inclustric:s lhnt draw 011 re11ewablc re­
sources: fishi11g :lllcl limber, the second 
Hnd tl1ircl-rn11ki11g incom~ producers 
after pe troleum. Uotb trnclilio11nl ind11s· 
tries nrc ailing. 

Fishi11g, until H>G3 tho b: ckbonc of 
the nrnn's eco110111v, has hncl h\U bacl 
ycnrs in n row. Snl;non fi shing, the lwy 
sector of tl1c inc.lu~lr}', hns bC!t•n i11 a 30-
ycar slump with n 197fi l111n·e~t of 2G 
million fish . That compnrcs with J 2Ci 
million in 193G. · 

Lumbering \\':IS nourishing until the 
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Ailing Alilshn fishing industry would bene­
fit from a proposed in•1estmon t fun.:1. 

Highway building may uot o bo <:> st, tho,1011 
opposition from consorviltionisis i~ 1il:c•·1. 
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1974.75 recession cut deeply into sales. 
Federal bans on clear cutting of some 
forests and requirements for antipollu· 
lion devices at mills ·are view~d as 
threats to future profits. One firm has 
indicated it , ... m go out of business as a 
result. 

The proposed inveslment fund, offi­
<:inls say, would be used to help the 
fishing industry modernize and restock. 
The money also would be avaibble to 
help timber firms re-equip. 

Another use considered for the re\'· 
enues is helping to estnblish n ew busi· 
ncsses nnd create more job~. with l:he 
direction supplied wHhin Ah .• sb. 

Says Langhorne A Motley, cominis· 
sioner of commerce and economic de­
velopment: "The fund means Alaska will 
be in the position of not having to 
knuckle down to foreign capitalists, 
whether in the 'Lower 48' [Stutes) or 
abroad." 

Mr. l\fotley envisions the establish­
ment of such firms as a plant for manu­
facturing concrete, thereby elin1inating 
the need for importing the product. 
Concrete, ho says, leaves Senttlc at $30 n 
ton and sells for $108 in Fairbanks. 

Some Alasknns believe the lll'!\\' capital 

."' ~. 13 . !)) . . -~b . , . ' 
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could flelp{attf~ct. a variety. QJ/co~anfos <loU~~ em'nrg~!Jlcn~~, i, s,a~or'll_!i•ur~.i 
to .. the State. lndustr:y in the 1past~has operatj~ns; -And ·even arger actjvities 
been w~ry of locating in the region soon r;na)) E>e: in the works. 
because of high labor costs, a small local There is talk of building Jinks outward 
market and the reluctance of :nany big from a . new highwa}'. pnralleling the 
U.S. banks outside Alnskn to risk their pipeline, to permit access to untnppcd 
money so far away. mineral-rich areas of the State. Th:tt 

Robert Richards, executive vice prcsi· would open up rich reserves of !cud, 
dent of the ncwl)' formed Alaska-Pacific zinc, copper, silver, iron and coal. 
Dnnk, says that at the present time it is Environmentalists, however, are op· 
more economical to build a petrochcmi· posed to unrestricted development nnd 
cal plant in Texas or California than in have been influential in halting some 
Alaska. previous projects. Consen·ationists enioy 

"However," he says, "if the State of considerable support among Afaska"s 
Alaska offered to make capital available thousands of hunters und fishermen who 
at some interest rate below the cost of want to prevent destruction of the \ir· 
financing in Texas or California, the rate gin forests, lush grasslands and unpollul· 
of reh1rn on investment to the Alaska c<l rivers. 
plant might be increased above that of Yet there is also widc!;prcad recogni· 
the competition." tion that more permanent jobs mcst be 

"last thing we want." Private finan· created to a\'oid the " boom or bust" eras 
ciers and State officials generally agree of the past seven decndcs. Manr rcsi­
that any such m:mufacturing operations den ts believe it is possible lo reconcile 
should remain firmly in the hands of both sides-allowing controlled d~\'clop· 
private businessmen. ment while s:1fcgunrcling the State's nat· 

"The last thing we w~mt is a bunch of urnl resources. 
State-run entities," says Commissioner In any case, planners S:l}' , the oil re\·· 
~totlcy. enucs will be used more prudcntlr than 

Alread)•, expansion has begun in some they were in the past. 
;areas. Examples: An oil refinery is under "We have Jearnccl our lesson," s:irs 
construction near Fairbanks, another 0:1e State official. "There will be no 
may h e built at Valdez, and a firm at . more squandering or our tn'>ncr or our 
Kc11ai is in thr. midst of a 230-million· . rcsomccs." 

--. ~ 

A~e1S~~©19§ P@~~:rr&lfl·~ ~!f"il Ou~~ 
~ 6 t~ Cu'©l&1f a~~~n~ ·~~~ fEC(Dilll©rrru~ 

Interview With Jay S. Harnmond, 
Governor of Alaska 

Even oil revenue of a billion doll a rs a year is 
no guarantee of prosperity. In this· interview 
held in Anchorage, Governor Hammond gives 
his spending-and-investment plan designed to 
keep Alaska on an even keel. 

Q Governor Hnmmontl, how is 1111 this oil wen Ith cl a ringing 
Alnskn? 

A Significantl)'. We hope tlic change will be for tl1e 
ho tter, but re::ilisticnlly it wJll be n mixed bng of h otli pluses 
nnd minuses. 

Already we 've seen evidence' of he::ilthy growth 1111d un­
hcnlthy growth-improved ccor.omic circurnstnnc:cs co11plcd 
with O\'Crcrow<ling, high prir.:cs, crime. Hopc f ull)', we'll be 
nblc to imprcl\·c what Is tra<litionnlly the n11tio11 's highest 

unemployment rnlc and t.o rnisc Jiving st~ndards in rura 
Alnsl<o from n level thnt makes Appalachia, by contrnst 
oppcnr umucnt. 

Q You mcnn Alnskn is not nuout to become America's oil 
rich sheikdom? 

A l think thc~rc's n sobering uwnrcness in Alnska thn 
we're not nc:ccssarily going to be up to our hips in ln\'isl 
wculth. The foct is we hn\'c u long wny to go to pull mnn 
Alaskuns even up to the twcntietlt-ccntury level of e>conomi 
parity. 

We currently have an economic patchwork quill--n era:-'. 
quilt-with povi;:rty inlcrspcr~od with prosperity. The lienc 
Cits of oil clc\'clc>pmenl arc not trnnslat iag cquih\hl)' into th 
community. People w ho arc g11infully cmplorecl noel m:1ki11 
fol moner think oil is the h est thing tl1 ~lt ever hnppcnc.· 
he re. Thosc• who find tlwt the lire style that nllrnctccl thc 111 · 
Al.1skn in the first pince is <li~nppearing think it's the wor 
thing tl1at ever l111ppcncd . . 
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.. .Q 3ow mttch money 'IS the State in line to receive? 
A Well, the first thing to note is that · the pot of gold 

. -appears to be several city blocks nway instead of jnst around 
the corner-and likely it will be smaller than we expected. In 
fact, unless we throttle down State spending, we may well 
find at the end of the pipeline rainbow only the pot and none 
of the gold. The gold will have gone into governm"· t. 

Actually, the sum ch:mges virtually daily because of im­
pondcrable!r-the price of petroleum, the rate the oil \\'ill 
flow, possible delays in starting up the pipeline. But our 
economists estimate that revenues could reach upward of l 
billion dollars a year hr the mid-1980s. But, unfortunately, 
our State budget by then will far exceed that just to provide 
existing ser.vices. 

FOILING "LONG-FINGERED POLITICIANS"-

Q How are )·ou going to spen<l a billion dollars a year? 
A ·Prudently, I hope. 
One of the most significant actions taken by the legislature 

in the Inst session was the 1- ropo;ec.1 creation of a so.called 
. permanent fund that will bt nllotted at lt:ast a quarter of all 
of our oil a·nd gas revenues. It will be a kind of savings 
account where \\·e will be able to sock some of this revenue 
away and preclude long-fir.,;~red politicians from picking the 
public pocket. We'll be plowing it into the cconomr, all 
right, but using it for investment purposes-not to balloon 
the bureaucracr. 

Q What kinds of investments? 
A The: most critical gonl is to strenglhcn our renewable 

resource industrie!r-such ns fishing and timber-for the dar 
whc11 the nonrenewable resources run out. 

We're <ilrc.1dy mo,·ing in that clir<"'ction. We'll ha\·c on the 
ballot this foll a 29·million-clollar bo11<l issue for a fi sheries 
relmbilitntion-and-enhnnccrncnt program. We arc also estab· 
lishing n loan progrn111 to crea te nonprofit hatcheries. 

We arc going lo be involved shortly in exploring the 
possibility of stcppcd·up ur,ricullurnl dc\•elopmen t. App.11 · 
ently, there is a strong potcnlial for growing certain typl!s of 
grnin in the interior. Using ferlilizcr produced from some of 
our naturnl gas, this kind of forming could have a significnnt 
economic cap:lbilitr. 

Anotl1cr thing I'd like to e1>plore is n form of i\lusk:u1 
investment corpornlion in which all Alaskans would be 
shnreholclcrs. In concept, it would he similnr to some of lht: 
cmployc slock-owncrshjp plans est11blished hy privnle i11d11s· 
try. For exnmple, the funds could bc used to fi1rn11cc un 
actuarially sound i11c:omc, eclucnlic nnl or hcnlth-i11sur:mcc 
prog rnm plus, perhaps, n supplem•intnl socinl-securily pro­
gram, especially nimc.:d at our olcl-ti1.1crs. You know, man}' of 
our old-timers now hn\'e to lcnvc th~ Stale when they re tire 
becnuso thcr can't off ord lo star hero. 

Q 'Vhcre woukl the moncr come frorn? 
A The enrni11gs of the permanent f u11d. There would be 

an additional bc11cfit from such tl progrnm. 1 think we would 
crcnte n very conservative constitue ncr insofar ns 1111ncces­
snry government cxpcnclilures nrc concem ecl . Therc wouh.1 
be very groat distress, 1 um sure , over nttc mpts to put 
plntinum doorknobs on schoolhouses ff you were reducing 
the cliviclencl potcntinl or income i11s11rnncc of Jolin Q. 
Alasknn. 

Q Do you forc~cc 11 major effort nt inclustrinlizntion? 
A We sin11)ly cannot build n mns~ivc inclustrial complex 

here kc r ed to 11om c11cw0Lle resources, which ult imatclr will 
cxhnust. 

You k110 \1 we (I re 11ot like Stntcs in tlac "Lowe r •JS." We 
arc nt the c;ncl of the line gcog rnphically n11cl com rnc rcially. 
We nre not ~urround~d uv othe r Stull!s from which trndt' 11nd 
commerce will Oow llm;11gh our· State <'ll route to not only 
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our own1hut·otJlerJ;mn;R.e'tplaces. It's .not 'likely:anybo.dy, ,\~111 
one da} m1mp oil and gas back" up here to feeCl a big A1asknn 
industrial complex. 

That is not to say I am opposed to the creation of an 
industrial base a; such, but I nm against putting most of our 
eggs in that one basket. We hnve to selectively pick unc.1 
choose only those which are viable. 

Q Is there n l)hance Alaska will "lock up" its gas and oil, 
and mete it out slowly, pluying for higher prices? 

A There's no way to do it. Conceivably the State could 
lock up anything on its own lands. But there are large regions 
of native-owned lands that will be subject to exploratbn and 
development. 

The Federal Government hns offshore tracts it already is 
moving to exploit. These all pose ,1 competitive threat to the 

·value of State properties. 
We are not going to sit by and Jose money by our failure lo 

do anything. If they put their straw clown in an oil-structure 
area j ust outsides.ate jurisdiction, we're going to have to put 
our own straw down just to make sure they are not draining 
llS dry. 

So the charge thnt we nre going to put a lock on our encrro' 
resources is unwarranted :ind unreasoned. But we are hoping 
to pace cJe,·elopment more carefully. 

0. Whnt nbout the State's mineral potential? 
A It all depends on world market conditions. When the 

price is r ight, our hnrd·rock minerals-coal, copper, gold, 
iron-wil! be exploited . We have mnssive low-grnclc dcpos­
its-jL1st ns mnnr Stntes in the "Lower 48'' do-but our 
distance from markets, the high cost of t rnnsportntion and 
lnbor, plnc.:cs them furt~~r removed from the clcvelopmcnt 
process. 

"YO-YOING BETWEEN BOOM AND BUST"-

0. Some people want fo rced cxploit11tion of rcsourct~s-
A I clisngree. Unless the}' can be devclop~cl without subsi· 

dizalio11, they shOltld be left i11 the ground ttnlil they cnn. For 
l\Xarnplr, thcrc lt:r:c been ridiculous suggestions that we 
bu:ld n 1 OO·millio1H!ollnr road to lap a 30·million-clolh\r 
mineral deposit. ~('. • ' cover, I think you should bui!d the 
transportation O\C!nn~ once rou huvc dctcrminccl It is 11ccd­
ed-11ot build it and hope the needs arc out there so1nc­
where. 

I'm not 11t nil intcrcstccl in subsidizing "development" 
which cannot pn)' its way. For c ,'l:umplc, we could say to 
people, "Como on up :ind we 'll pnr you $100 a dny to min~ 
gold." Hordes of people would race in and the locnl economy 
would boom. Busiues~ would he bnppy in those nrcas where 
tho hoomcrs congregated, hilt I 1.hink most would ngr'cc 
there 's something wrong with thnl. There \Vould be a not Joss 
to the Stuto. 

But, unfortunutely, that has been tho trnditionul history of 
Alaska, n Yo·yoi11g buck nncl forth between boom uncl bust. 
We don't wanl to ullrnct multitudes to our State that we 
can't sustnin over the long term. We clo11'l wnnt people lo 
come up here simply to rip off nncl run. This fs why we huvc 
this bnsic criteria: Cnn it turn a profit for tho Stntc? 

Q Aren't people goin~ to come 1myw11y? 
A Well, you're right. The boom conditions now lacre nrc 

going to be u lodestone unless pcoph~ renlizc that the Stnto is 
not inte nt 011 smokinµ, supcrgrowlh-but lo n onc-stop ·:1t·a­
time approach providi11g full cmplO}'flle nt to n small pop11la­
tio11 for the long te rm, rnther thun crash exploitation that 
triggers II 1nassivo uoorn, then bust. 

Q Arc you t cllin 1~ otlwr Anwric:rns to stuy out? 
A You cnn't put up barriers nt the borcle rs, and we have 

no in ten lions of cloing so. Dul 1 wunl lo make it clcnr thal jobs 
:ire not iu that long )llpply in Alnsku. 
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Jose Victor Gonzales 
IBA President 

May 1975 

TO: THE MEMBERS OF THE 
IBA BOARD OF DIRECTORS 

The pa~t five years have seen 
much change and growth in 
INQUIIJNOS BORICUAS EN ACCION 
(IBA). '11l1e continued invoh•ement 
of Villa Victoria residents has helped 
our agency to expand its services and 
to see that the conununity'B needs 
are increasingly met. Through all 
its work and struggles , IBA has kept 

if 3 promise to re-huild a. new community, a physica lly and emol:ionally 
healthy neighborhood in which our children can thr1 'and grow. 

Many communily goals have been roached s ince 1!)70, in spite 
of the great obstacles that IBA has faced. Some unsympathetic groups 
from the South End cornmunily have tried Lo hamper our progreBs , but 
the many friends of IBA and Villa Victoria have always com e lhrough 
with the needed support. Although our ofCices were cleslroyed b.Y fire 
in the summer of 1973, contributions to rebuild our office poured in. 
The quality of IBA' s leadership and the dedication of its stuff has helped 
the agency to expn.nd at a time when most arc cutting back. We may 
have had to sacrifice " smooth running" from time lo time, but no one 
can question the overall quality of our performance. 

In addltion to expanding our Human Services, renovating 
our community-centered officos, nncl completing P laza Betances, 
"AnEYTO" with ils message of cultural richness nnd pride, wa.s begun. 
Through community participnlion in its activities, "J\llEYTO" will bo 
tho unlfying pillar of Villa Vlctoriu. Building an 11intornutlonal 
community" that goes heyoncl the limitations of clhnlc loyalli1,;s is n. 
central goal of both "AllEYTO" and our agency. Thus, while U10 origins, 
symbols and leadership of IDA come from lhe Puerto rucn.n culture, 
ou1· work during the past five ycnrs has focused on meeting tho needs 
of the entire Villa Victorin Community. I bolicvc that: continued. 
coopernlion among IDA' s board stuff nnd clionts will reflect tho 
growing unity oC Puorto Rican, Oricntn.l , Dlac:k and White residents 
of Villa Victorin., for togethe r we resolve that, "We s hall not lw 
moved from Parce l 19": now Vi Ila Victoria. 



Mario Cla.vell, Chairperson 
ETC DC- DI Corporations 

ETC DC-DI PRESIDENT'S l\IESSAGE 

Perhaps better than any area, IBA's 
housing development activities since 
1970 illustrate the delicate balance 
between frustrations and rewards found 
in any attempt at positive community 
development. The crises resulting from 
federal cutbacks, political wrangling, 
and violent opposition are often staggering. 
And yet, when the "impossible" occurs -
when attractive, comfortable homes are 

community -
made available to the poor of our 

the obstacles arc outweighed by far. 

In rn70, no buildings had as yet been deve loped by TBA. Five years 
Ialer I.BA was managing 408 units of public and p1i vate housing . 'l11ese 
hous ing units, along with IDA's renovated office building and Pla7.a Betances, 
have answered a need in Villa Victoria. However, much more must he don~ 
be fore lhe commu1tity can nccomodnte in corn fort and secu l'ity lhe many c.lis­
ndvnntagel1 aml/01: cllspl:::i.c:ecl people who consider tho South End lheir home. 
IDA is committed to providing housing for those who need it most, and, with 
th is gonl j n view, is working for tho production or 221 new and rehabilitated 
housing units. The completion of these developments is not expected to come 
casfly, nor has U1is been the case up to now. As with IBA's othei· Housing 
Development progrirn1s, ma.ny obstacles have arisen to rnuJrn accomplish­
ments hard won indeed. Beset by polltlcnl ambivalence nnd funding­
nnccrtaintics, the Viviendas pnckuge has been five long- years in processing 
amt only nuw has beb11.m actual constn1ction. The Hchabilitali1)n I I Units 
{Casas Boriquon) will be complcteu this year despite extensive and s uspicious 
fire clama~e lo lwo buildings. 

When wo al TBA consider Lhe sweat nnd heartbreak slll:rouncling 
each building we comple le, and then look to lhc overwhelmi ng lnck or adequate 
housing- fm· Lhe c ity's poor, il is often clifCicu ll lo resisl diseouragcmcnt. 
Yc l, whe n wo cons ider Lhe pos itive impact Lhal Hvi.11g- in allr:lctive, 
cornmunily-conlrolled apartments has on people who would othcrwisEi be 
housed in low income "projects" or s ubstnnchn·d clwolli11gs , lho value of IDA's 
pa::;l and ful11rc :tchiovements becomes cloar. 'l'hore J.'Omains no doubt. tlrnt 
tl1~ou~h HlA, lltu Vill:i. Vlctol'ia Community will not only s urvive, it will nouris h. 



STATEMENT BY THE 

EXECUTIVE DIRECTOR 

As the decade began, IBA 
was less than two years old. 
1970 found the agency with 
only five staff members, a 
$ 45, 267 income, and an 
over-riding dream. As 1974 
came to a close, thirty 
persons were working at 
IBA, $ 264, 518 had beeri 
r a ised that year, and the 
dream was many steps closer 

Luz Eneida Cuadrado 
Executive Director 

to coming true. Over the past five years IBA has worked for the overall 
development of our community and its residents . Our achievements have 
been mo.ny, our growth steady and our stability proven. 

The agency's fiexibilily and r cspons lveness to community needs 
have been illustrated time and again since 1970, particularly within IBA's 
Human Services Division. Without the support of federnl grants, programs 
in thls area have grown to present a comprehens ive and effective com­
plement to our oliginal Housing Development goals. IBA's llumnn Services 
rne no longe1· limited to short-term, omerp;ency assistance, 

Since 1970, the agency a lso has renlized some of its gon.Js within 
lhe Housing Development component. Over 270 housing units have been 
developed through the c[forts of IBA. These un its are occupied by 
people previously forced to live in overcrowded, substandard dwellings. 
Although many new units a.wail completion, il3A has shown its ahiHty 
lo implement the physical plan for Villa Vicloria. designed with the 
community in 1968. 

IBA 18 housing activities c.:an nnd have become a source for generating 
funds . With the formntion of l.BA's llour.; ing Man:tgemenl Corpor at ion in 
1971, an extens ive nncl indepondent Economic Development com ponent was mncle 
possible. By mttn?.E,ring 409 hous ing units as well as f.our businesses, IBA 



bas provided either directly or indirectly for 23 jobs, all of which are 
filled by community residents. In addition, over sL"\"ty men have secured 
employment in the construction trades as a result of IBA's l\Iinority 
Hiring Program, a service which has facilitated economic development 
within the community. During the past five years, the IBA Housing 
Development Division has generated over $10. 5 million for the City of 
Boston and the Villa Victoria community in salaries, ta,xes, subsidies, 
syndication money, fees , etc. 

Other achievements were enhanced by IBA's cooperation with other 
community agencies, who in turn have been assisted by IBA. By coordinat·­
ing resources and implementing cross-referrals, maximized services 
to clients has resulted. A most recent example is om· newly-renovated 
11eadquarters on 1-105 Shawmut Avenue. Owned by IBA, the sLx-story 
building will house offices for other agencies, such as Casa del Sol and 
the Hispanic Office of Planning and Evaluation (HOPE), thus serving 
as a focal point and service center for community residen::s. 

In all these areas IDA has pursued greater identification with th~ 
Hispanic community and for this reason, our name is now "lnquilinos 
Boricuas on Accion". A long-awaited dream, the consLruction of a 
Puerto lUcan-slyle Plaza has been realized; lhe treP-lined P laza 
Dotanccs stands rc::tcJy fo1· community use. 

Perhaps most significant, in terms of Hispanic Cultural identifica­
tion, is tho initiation of "AilEYTO", IDA's Culhtral E111ichment pro;:?;1·am. 
"AREYTO" represents a comprehensive, cultural approach to fostering 
a sense of identity and self-esteem wiLhin the Hispanic community. 
Activities will focus on the po'l'forming and visual arts , with workshops 
and presentations 0He1·cd to p:ntic.:ipants of cve1-y age. 

Tho success or IDA over the last five years has not come easily; 
m:tny Jicarlbreaking; f ntslrations clicl, anc.l continue to, lhrcn.ten our 
progress . Yet, IBA' s s tability is ensured by lhe confidence and ilc:dbill­
ty of its slaff in meeting these challcngei:; . An agency whose of(i.ces are 
cleslroyed by fire on a S:1turda.y nighl and who, on the follo\\'ing 1\Ionday 
continues full operations from sta[f members' homes and a bnsemenl 
communily room (as did D3A from July 1973-M:uch 1075) is not one to 
!cl obstacles s tand in its way! Thus~ while Lhc year s n.he:icl appear lo 
hold much change ancl u11ccrtaL11ty, wo arc confident that om· achievomcnls 
will proddc IDA wilh a strong b:tse to continue serving as an active, 
vital force in dcvelop in1~ our community . 



WHAT WEARE 

"Inquilinos Boricuas en Accion" (formerly the Emergency Tenants 
Council) is a non-profit, principally Puerto Rican community development 
corporation engaged in the social, physical and economic renovation of the 
are known as Villa Victoria. 

IBA arose in response to a crisis housing situation for low income families 
in the South End. Specifically, residents formed IBA in reaction to the Boston 
Redevelopment Author ity's 1965 Urban Renewal Plan for its commw1ity, the 
heart of the South End's Puerto Rican community. The plan called for large 
scale demolition, new construction of housing (family and elderly), and new cons­
truction of recreational and commercial space to service the surrounding areas 
of the South End which were being rehabilitated. No relocation plans had been 
made for residents, and execution of the plan would have meant destruction of 
the existing community, and disbursal of its residents, 90% of whom were and 
are low-income and live in sub-standard housing conditions. 

Residents who were aware of the Urban Renewal Plan for their neighbor­
hood began door- to-door organizing; this effort culminated in a meeting of 
some 500 residents who elected a Board of Directors, and adopted the motto: 
"No nos mudaremos de la Parcela 19 --- We shall not be moved from Parcel 19". 
Shortly thereafter, in August 19G8, the Emergency Tenants Council wa~ 
incorporated. 

The conununity was actively involved in proposing modifications to the 
Plan, modifications which reflected the needs of the existing community. 
The community plan included: rehnbilitatlon of existing· sound structures , new 
construction of family and elderly housing, staged development to allow gradual 
relocation of people within the a.rea, construction of a Puerto Rican style Plaza, 
bettor traffic patterns to improve the safety of children and elderly, and open 
space for recreational activities. This communHy plan was approved by the 
BRA with the support of the Mayor and ETC(IDA) was designated sponsor/ 
developer of Parcel 19. 

oun MISSION 

The main purpose of IBA is to implement th~ means for satisfyfag the 
basic human needs of the Hispanic community in the South End and other 
res !dents of Villa Victoria. IDA programs are aimed at: 1) increasing family 
income; 2) developing awareness of barriers to advancement and the means to 
overcome them; 3) attaining maximum capability for self-cletm1nination; •J) ad­
vancing instihttions which will enhance the Hispanic comm~n.:t.y's overall stature; 
5) building a stable community; ancl , G) providing· for a. Fhys:.cal environment 
that will complement the social and economic development , ~ the arcn. 



EXECUTIVE 0 FFICE 

Until the spring of 1973, IBA <lid not have a well-defined Executive Office. 
The need to organize this division arose as IBA reached a level of operations 
which required responsible development of internal and external administration, 
policies and relations. Hence, the Executive Office was formally created as 
the policy-research- administration arm of the agency. 

Supervised b~- the Executive Director, this office includes the Planning 
Unit and Adrninistrative Unit. The Executive Director is responsible for the 
direction of the agency and the implementation of policies pronounced by the 
Board of Directors. 

IBA's Executive Office approaches its work on the basis of staff and 
community participation, consultation with technical advisory committees, and 
the clear definition of goals which respond to community needs as articulated 
by the annually elected Board of Directors and its standing committees. 
Three major objectives direct the activities of IBA's Executive Office: 
improvement of agency .functioning, development of local capability, and 
provision of needed quality services. Since its formation, the Executive 
Office has worked to realize these goals through projects which include: 

DEVELOPING AN EFFICIENT INTERNAL ADMINISTRATION 

* Information Systems and Planning Methods 
IBA has designed statistical systems for recording diffe rent types 

of information. These on-going systems relate to and describe ngency 
management, persorurnl policies, progrmn evnluatiun, und client 
population. Naturally, the in.formation obtained in these nreo.s is essential 
for a realistic and ~ff~ctive planning. 

* Staff and Board '.I'rai11ing Program 
In order to familiarize staff 

and board members with the technicali­
ties of its work, IBA has i1tltiated the 
development of cducationnl materials 
and "in house" training curriculum. 
In addition, several staff members 
have been placed in college level prog­
rams relating to lheir work ~U1d further 
developing their care9r potential 



* F\mdraising 
Over the past five years, IBA has demonstrated an ability to raise 

and to multiply the funds needed for continued expansion of its services -­
from $ 45, 267 in 1970, to $ 264, 518 for 1974. 1974 also sa.w an out­
pouring of contributions for the rehabilitation of our fire-gutted head­
quarters. For this special assistance, along with the continued support 
from our many funding sources, the Villa Victoria. community and we 
at IBA are most grateful. 

TOTAL INCOME FOR IBA 

Calendar Years 1970 and 1974 

Sources of Income 

United Way 
Foundations 
Churches 
Corporations 
Government 

TOTAL 

1970 

$ 
$ 31,385 
$ 13,882 

$ 45,267 

COORDINATION OF COMMUNITY SERVICES 

1974 

$ 115, 000 
$ 137,318 
$ 48,100 
$ 28,100 
$ G,000 

$ 264) 518 

The pnst few yeat·s have witnessed a growing cooperation 
betwPen IDA and other community agencies , particularly those serving 
the Hisp11nic population. Through coordinated resources both the 
efficiency o[ each agency and the services available to c I ients have 
been maximized. For example, tho elderly residents o[ "Torre Unidnd" 
enjoy such services because the resources of other agencies have been 
tapped and many of their serv ices donated to the IBA program. 



IHH.1AN SERVICES 

DIV!SI~:-.i 

IDA's Human Services 
complement the 
long range strategies 
of its Housing De-
vc lopment/Economic 
Development com.­
ponents. 

The combinnlion 
of these activitic:s 
refiect the gcne1·al 
unclerstancling at 
IDA that in sol\·ing 
Lho m:tjor p1·oblcrns 
of Lhe His panic 
com muni Ly we 1mt.$L 
deal with the obstacles 
that affect this community today nncl prepare lo ~woicl thcso problems in lhc future; 
solutions rcqltirc both short and l onp;-ranl:{C action, coupled wilh n high de~rec 
nf c:oonlinat inn. 

'l'hc crC':llion o[ the Hum:rn Hct·\•ices Division of 113.\ rC'sponclccl lo Uw :tck­
now lecl;;crncnt o[ Lh is duaHty back iJ1 :1 !I G8, The original org:i nir.m·s understood 
Lhe lo11r~-r:u1go nnt.u re or huusiHg do,·1' lopmcnt uncl tho press ing 11cocl for action 
to alleviate smnc of the commu11ity1 :-i immccliale problem s . '11w llum:ln Sc1·vicos 
Division cmo1·g·od :1s suc.:h nncl as :1 n w :111s lo rn:i.int:i.in a 111orc direc t contact 
between lUJ\ stafl' and ils client population. 

The orp.:111izalion of lhe fluma11 Sc·rviccs Di\·i s ion allows ror \r01·k with b•Jlh 
J11divlclu:tls and groups of incHvicJun ls . 11 t.littehc:s lhe field s of cmploymonl., housing 
scarcl 1, c.;ultut'itl cnr ichmonL, welf':11·c :111cl human r ights. The s l:1(( pc rfonns a 
sig11il'icm1t nmo1111L or lra11s latio11 wol'k colllb i ncd with :1cJ\roc11uy on beh ~tlf of tlto 
client. It n lso aims nt lc:u:hin~ the <.: liont liow l o hnncllc spec ifie sil11alions nlono 
fn ol'du1· to i11u1·ot1 ~;e die.ml i11cl cpc11dc11N? :ind self-suffic ie1wy. 

Allhouf~h many o f lOA's se rvices aro l~)\tondccl to ''llis panos " c itywide , 
lhP major omphasiH rosl s with the lcp·mts of in,\ cJ cvc lopmc>n t ~ . This co11c~nt1~a­

lion is nn imporl:l lll (11ctor for the Sll<.:<.:O:>!:i or the ll ou s i n~ Dc r o lnpmcnt Plan, 
1111d eonscqucntly, the eornp1·chc11sh·e rlu\'clopmcnl of the commu11ily. 



INVOLVEMENT WITH THE GREATER BOSTON CO~l?.fU1'i1TY 

* Chelsea Crisis 
The Executive Office of IBA was actively involved in assisting 

families affected by that tragic fire in 1973. 

* Housing Workshop 
IDA sponsored a workshop on Housing and the Puerto Rican 

in Massachusetts under the Department of Community Affairs. Staff 
members of public housing authorities, Model Cities, and other 
housing related agencies attended the 1973 seminar. 

* South Boston Crisis 
IBA's Executive Office responded to the crisis in South Boston 

by participating in several committees which worked to alleviate the 
tension between Puerto Ricans and Irish in. that community. 

* Contributions of Execulive Office Staff 
Members of the IDA staff support the work of other Boston 

agencies by dlrectly participating in the gove111ing :incl policy making 
of group such ns: 

1. Black Housing Task Force 
2. Citizens Housing nnd Pl.1ru1ing Association 
3. Greater Boston Community Development 
'1. Governor's special committee to evaluate the 

Massachusetts Commission Ago.inst Discriminulion 
5. Hispanic Office of Plo.1u1lng and Evaluation 
6. New Englund Spn.nish Ame1ican negionul Institute 
7. South End Project Area Committee 

Tho Executive Director in particular, has contrlbulec.1 her 
resources to the Boston community by serving on agency boards, lecturing 
in colleges*, spcnldng in public, and lending her support to n range 
of community-interest issues . 

* The IDA community i s most grateful to Boston College for clonalln ~ 
Professor Cundrado' s services and nllowlng her lo net ns Exccuti vc 
Director from 1!>73-197'1 , while continuing her academic dulles :1l the 
college. 



HOUSING SEARCH 

Locating· decent low rent housing contributes directly to increasing the 
income of clients by reducing their housing costs. Even more important 
than the economic advantage of living in low rent housing is the security of 
]mowing that 'Jne's shelter is comfortable and reasonably permanent. In 
finding BHA (Boston Housing Authority) leased units on the private market , 
in helping clients gain access to public housing, and in locating low or 
moderate-rent standard apartments on the private marki:.it, IBA has helped 
its clients to reduce the amount they pay for housing (i:lHA leased units and 
public housing tenants pay on a sliding scale based on 25% of their income) 
and to obtain housing from which they will not be displaced. 

Over the past five years, IBA staff members have spent thousands 
of hours completing BRA applications for their clients, tracldng down 
available housing, and providing follow-up on each case. In light of the 
overwhelming shortage of low- rent housing in Boston, their suc<'ess has been 
considerable. Yet, each year the Housing Search Staff must watch its 
"Pending" files grow, while the lists ' ( ava.ilab le units dwindle precariously. 

IBA HOUSING CASELOAD 
BY FA1'\1ILY SIZE 

1970- 1074 

Fnmily Size Accumulative 1071t Totnl 
1970- 1973 

1 - !>. 111 7G 187 

3 - 5 1211 82 206 

6 - 8 101 87 188 

9 or more 11 11 15 

Total 3117 2-W 596 

Source o[ .Information : lDA Housing Hcgistcr 



IDA HOUS£NG CASELOAD 

BY NEIGHBORHOOD 

Calendar Year 197-l 

Neighbr. rhood Caseload 

South End 149 
Roxbury '.l::l 
Jamaica Plain 17 
Dorchester 22 
South Boston 7 
l\~ .v Bedford 2 
Che ;;ea 5 
Mn tapnn 
Allston 2 
Somerville 4 

Total 2·i9 

Source of Information: IBA llous j ng Hcg-i~tcr 

Accor<.lin~ to the above 
table, tl :c prnportion of thos e 
seeking lo''' and mock~ .r:i.tc 

inconv.l housing·, compared 
with tho number of clients 
n.ctually housed, is shock.ing·­
ly high. Ilowcvcr, when co11-
sidcring the overall pict-i1rc, 
JDA's S llCCOSS in housing 
20% of its clients is significant. 

Families Ifoused 

39 
7 

4 

1 

l 

52 



When a subsidized apartment finally is located, it most likely 
can not accomodate the large family which typifies IBA's client 
population. Any decent housing within the poor family's range is 
scarse enough; a low-rent unit with more than four bedrooms i s all 
but impossible to find: 

Family size 

1 
2 
3 

4 
5 
G 
7 
8 
9 

10 

Total 

IBA HOUSING PLACEMENT 

BY FAMILY AND APARTMENT SIZE 

1974 

Bedroom size of units 

0 1 2 3 4 5 

5 1 
22 1 

3 8 
4 
2 1 

1 
1 

1 1 

1 

5 26 15 3 1 2 

Source or Information: IBA Housin~ Register 

Total 

6 
23 

11 
4 
3 

1 
1 
2 
0 
1 

52 

Thus, while IBA will continue to oHer minimal Housing Search 
services , lhe ultimate [utility o( meeting this critical growing need 
will haunt our work --- until the public sector takes ronlistic action, 
that is. 



l'..JANPOWER DEVELOPMENT 

In accordance with its goal of increasing the Hispanic family's 
income, IBA offers minority hiring and job development s e rvices 
to its clients. Focusing on the construction trades, this rrogram 
has provided 76 men with employment on both its own anr' other 
South End housing. construction projects. 

IBA lVIANPOWER DEVELOPMENT CASELOP_j) 

BY TRADE 

1971-1974 

Trade Caseload Clients placed 

Carpenter 41 8 
E lectrici:in 14 3 
laborer 85 !)2 

1\Iason 4 J. 
Painter 15 4 
Plumber 5 4 
Welder 7 '1 

Tota l 171 76 

Source o[ Information: IDA Manpower Records 

Over the past five years , IDA's Manpo\ er Developme nt stnff 
has been r esponsib le for: 

outr each wor k to flnd unemployed. s ld lled or semi-ski lled 
llispanic construc tion workers within the South End :Lnd Greate r 
Dos lon a r ea; 

job placement on l.3A nnd olhor South End jobs , nnd back- up 
suppo1t for those wor ker s ; 

ensm·ing admittance to lhc union of the ir traclo for workers 
placed, and prossuling contracto rs to lnko men onlo lllOir pormant.:nl 
pay r olls ; 

pmviclinf{ orientation and t r :tinint{ rc latln1~ to c ons lrncllon wo1·k, 
spocifical ly for workers . 



IBA' s efforts have l.>een 
concentrated on job 
location for its unemploy­
ed tenant!>. Since 1970, 
IDA has seen it~. job 
cle\1elopmcnt ncEvities 
lead nn.l11rally to employ­
ment in fields other 
thnn construction. For 
example, IDA's mru1:ige­
mcnt of 1!08 housing 
units rcsuHcd in the 
employment of thirteen 
st::i.IT incrnbers, ten of 
whom are 11 ispanic 
community r esidents who 
wuro hired und t1·ained 
b.r IDA. 

TnA "MJ\.NPOWEH DF.VELOPMENT CASE LOJ\D 

DY NErGllUOlUIOOD 

1971-.1971 

1971 ] !)71 Hl7 tl 

Noi g;hborhood Casel oad Clients C:iscload 
Placccl 

Suu th l ~ t1cl 18 :1 2:l 
Hoxbury 7 G 
Jam:Lica J>lain 1 :1 
Don·hcsl er • J Ci 

D1:ighlon 1 
Chelsea J 
M:lltapan 1 1 

Total ~:3 ·1 :18 

So11rcc of lnformation: £1 J:\ J\l:111powcr l<ecorcls 

1D74 
Clients 
Plnccd 

22 
1 
2 ,, 

32 



SUPPOH'fIVE SERVICES TO FAMILIES AND INDIVIDUALS 

Since 1970, IBA has provided translation, information and referral 
services to approximately G, 000 clients, most of whom \'Ore newly arrived 
from Puerto ruco and other Latin American countries. 

As with olher IBA human service programs, the tr::mslator- advocatc 's 
primary responsibility is to increase the knowledge and self-sufficiency of 
the client. In each case, the staff member· works Lo I::tcilitn.te the client's 
1) understanding of what a specific agency can and ca1mol be asked to do; 
2) knowledge of the procedures that can be followed if a reasonable request is 
not met by that a~ency; 3) sense of independence , Lhe right to make rC'quests, 
and to receive fair , responsive answers to those i·cquests. 

Along with direc t translalion-advocaey services, IDA maintains a 
systematic referral system in Lhc a rcas of health, ccluc:alion , welfare and 
leg:t l services. 

COi\llVlUNl1'Y OHGAN1%A'1'10N 

This service is cruc inl to the 
o\·c rall clcvc lopmcnt of WA n11tl 
Vil la Victorin. Tho Co111mu11lly Ol'r~aniza­
tion pro~rm11 occupies a supporLlve 
pos ition 1.o other progl';nm; in 1h1ma11 
Serviucs, Tlousing De vQlopnw11I. a11d 
the ExcculivCJ Offi ce. 

IOA' a cllrN; t g rouv s o 1·vicDA 
arc ovo1·secn hy i:;roup workCJi'6 who 
nr.l :ts catalys ts In briJ)!.~in~ g1·oup::; logolhc r . Jf :t g roup tkc:idcs i l will c·nn linu · 
to m eet, the communlly org:rnl iw1· :;c 1·vc:; :i s 1m Jnl'ormatinn sou rce, ncl \' lsnr 
nncl c.:oorcl inulol'. 

Since 1 !170, U3A has bc.~0 11 fm;tl·unwntn l in o q~11ni ,, in g n 11d a~~ h1 t 111~ v:t rlo11 s 

task forces 1111d committees J.11 thu ar<!n. Its acllvili c.1!,1 hn\C i1lt'l11clcd: 

t Tcnnnt 0 1·g1tnlz i nir, 
Ac t ions tal e n l>y lcrn11nt s i11 1~1·m1p::1 an: u:-rn:tl ly mo1·p c ffccli v1! th:m 

lmll vlclua l ne t Ions ln nchiov l11 1~ l'(!dl'CS8 of pl·ohlntll fi , Ovc 1· tlw p:ts l li vo yl':•rs , 
Ill/\ has organl zcc.l scvol'al successful 1·c11l-witlto ldin1~ :1ctio11 s : 1~1 ti11s t l:tncl -
lo nls of m1lrnlanda rd hous l11~. 



* HUD Foreclosure 
Worldng to pre\'ent the private market sale of four HUD-owned 

buildings on Rutland and East Springfield Streets, IBA has been instnrmental 
in organizing thP. tenants to protest and seek alternatives to the plan which 
would result in their eviction. Once organized, the tenants elicted IBA's 
help in the research and preparation of a proposal for non-profit acquisition 
of these properties. 

* West Newton Street Development 
in addition to the tenant organizing which le<.l to rehabilitation 

of the deteriorated housing on this street, IBA served ~is u c:i.talyst in 
ensuring that the development of West Newton Street reflected community 
interests . (For details see Housing Development section). 

* Blackstone School Development 
Since 1969, IDA has been involved in planning and organizing 

community partieipation for the development of th.is bilingual-bicultu1·al 
community school. 

.., Security Committee 
The threatening problems of violence and crime are being dealt 

with by the IBA-or ganized Security Conunitlee. Formed in 197·1, the 
committee is negotia tinl-{ fo r more extens ive police protection. 

* Elde1·ly Commilteo 
Composed or elected eldedy tenants and represent::ttives or 

the community, this committee serves as an advisory board for Unity 
Towor 1s management and Elderly Services Progr:i.m . 

* IBA Board of Directors 
Dy s laffinK the Bo:-tr d and or ganizing ils annual e lec tion by Villa 

Victoria r es idents , lBA works to furthe r implement the ccnlrol of the agency 
by the communi ty. 

In each of lhes c ca ses, lite p:trlic ipanl:-i lhems elvos wer e p;ivcn informa ­
llon ancl then :-tllowecl lo clofine priori ty i ss1108 they wished lo cleat with through 
group ac tion. Thu gonJ of tho LUA communHy urg~nizor w:is nnd i8 to develop 
r os iclent lcader s l1ip and inclopendcnc · 0 11 the p:t rt of each ~ri·oup member. 
J1is / hcr success i s mcusurccl by how quick ly his/he r assis tance becomes 
u.•11cccssa1·y. 



COl\IPTIETIEi\SIVE SEUVJCES TO THE ELDERLY 

vVhen "Torre Unidad" opened its doors in 1974, most of its new 
residents moved from shockingly substandard dwellingi:;, IBA realized 
that its 325 elderly tenants suITcred a wide range of problems arising 
from long years of neglect. 

In order to complement its provision of attractive subsidized 
housing by meeting tho· other pressing needs of its tenants, IBA developed 
a program for delivering comprehensive human services in the Tower. 
Public and private agencies were approached and many agreed to offer 
free direct ser\·iccs to the residents. In addition to coordinating these 
programs , IBA hired a qualified staff which provides other direct i.n­
formalional, cmmselling and i·ccreationn.l services. 

The on-site s ervices 
utilfaed by tenants of 
the Tower include: 

- Weekly Ilcalth Clinic 
- Visiting Nurses 
- Individual ancl Group 

Counselling· 
- Arts and Crn.fts Workshops 
- l\tusic and Dramatics 

Workshops 
- Vis iting- Homemakm·s 
- 'L'hursclay Aflcrnoon "Ten., 

Coffee and Convcrs:tlion 
- 'l'rnnsbtional Assistance 
- "Special Day" Celebrations 
- Trips and 011Linl;s 

These and Lhc othC'1· c lclcl'ly services nrc gc<ncd to Lhc unique' mixture of 
clhnic and racial b:1cl i~ru11mls of thl! 'l'owor residents (Puerto Hican, Hlack , 
Ol'ionL:d, \Vh itc ). Through these serv ices , the IDA s ta rr and Lnoso con­
tril.n1lin!-{ Cnnn other n~o1wics have :u; theit• ultlmntc goal to facilitate thCJ 
cn~ati on of a r es idcnL commu n i Ly an cl to provide the rc~ou recs nccc:ssn ry 

for a rich , inclcpc11dcnl lifo . 



AREY'fO (CUI,'l'UHAL PTIOGTIAi\1 OF IDA) 

L1unr.hecl in December 197:1, 
this new pJ'Or;ram represents a. 
comprehensive, cultural approach 
lo fostering o. sense of identity 
ancl self-esteem within the Hispanic 
community. Through activities in 
the visual and performing arts , 
AHEYTO is designed to fill the 
cullural gap and isolation suffered 
by many Ilispanos . 

ATIEYT O's official dcbul, tha lht·ce Kings .?lay pro\'cd the great need 
and tremendous interest. of the conummily in act ivilh!S rcl:ll.ing to Lhcir 
b:1ckgruunc.l. Over 100 IJispanos of every age participn.tcd in the pl:111ning, 
workshops n nd rehearsals that culminalccl in the "Fiesta de J J.>s Trcs ncycs". 
1Junclrccls of people from lhc Greater Boston Arca n.tlcmclcrl I.he process ion, 
art presentation, concert, pl:ty and dinner cc:lchrnlin~ the Spanish holirJay. 
Dy lhc il: intcl'c~t and parl.icipaliun, all invol\·ccl proe;l:i.inicd llw festival 
Lo be a s111ashin~ success. 

The woi·kshops and prcsenta­
Lion r-; of AHEYTO serve ns 
a cohcsivo focal point for 
Vi Un. Victoria res iclcnts . 
Hepr c::;rn1 lativc o( their 
shared rich heritage, Il3A1s 
cnllln·:tl enrichment 
prn~ram presents a forum 
for st!l f-cxprcssi0n, J>l'iclt:i 
:LJul unily . 



HOUSING DEVELOPMENT DIVISION 

The first divisi.on created at IBA, Housing Development occupies a central 
role in ... oth the philosophy and achievements of the agency. IDA' s housing 
development component is trying ha rd to respond to the needs of the Villa Victoria 
community for decent low rent housing. In recent yoars tl"!Se activities have 
assumed even greater importance -- not because the agen· .> 's goals have changed, 
but because its work continues at a time when naticTldl~ 1 

,,. • revision of needed 
low-rent housing is at a virtual standstill. 

During the past five years, IDA' s housing develo,1ment \/ork has focused 
on meeting these goals: 

To p revent the displacement of Villa Victoria residents 

To cluvelop _and implement a comprehensive physical 
development plan that incorporates: 

1. Family Housing 
With low rents and unit size corresponding to 
family size 

2. Elderly llousing 
Perhaps combined with family housing as a 
so tut.ion to the extcnderl family' s hous ing sHu::ttion 

3. Quality :incl Attractive Design 
Including open spaces and trafflc circula~ion 

4. Cult"ural Facilities 
To strength the community's cu lturnl identity 

5. To guarantee community control ovt!r the hous ing in 
the Villa Victoria area 

In addition to developing nttractive, illordable housing, IBA strives 
to r ealize these objecti·1es by working out means for community control ove r 
housing (controlled management, homeownership plans, etc. ), and by cdm:allng 
the community, its representatives on the Board of Directors and the staff 
about the intricacies of housin~ deve 'opment operations . 

Once the community 's needs ') i·o tr~rns l aled into policies, the staff pursues 
the ir implementation while trying t<.1 m inimize governmenl constraints 
(inflexibility of programs, lack of funds for subsidies) :tnd the consLt·a inlio; 
o i the pl'lvnte sector (maximization of profits nnd minimizat ion of ri sks) . The 
process is tt slow and tedious one. In many instances l:tc:k of re ~ources :u1cl 
external ohslnclE1s hnvc p.rnrlucccl compromises in tho ~oals :tl'ticuLttocl by the 
community. Nevertheless, s ince 1970, IOA' s Housing Dcv ... lopment divis ion 
has nchieved s ib'ltificant success. 



HEHABILITA1'ION PROJECT - PHASE I 

With no previous experience in the area of housing development, IBA 
approached its first large-scale project, the rehabilitation of 71 units on 
Tremont ancl Shawmut Streets. By the fall of 1971 , the agency had rescued 
these 14 row houses from' i nuninent demolition, restored them to bigh­
quality, attrnct.ive homes, and ensured their occupation by those community 
residents most in need. 

While ti.le buildings were being res tored, IBA worked extensively with 
the BRA to sec I.hat the tenants we1·c relocated in decent temporary units 
or in comfortable housing where they wished to move permanently. Eve11' 
tenant who wanted was al>le to return, and every effort was made to keep 
r ents at a level the tenant could afford. IBA fought for and obtcdned 70% 
combined leased hous ing and rent supplement for the proj ect s1, t.hat units 
would be provided for low-income r esidents. 

In addition lo housing 
res toration, n chab I 
ass is ted four commercial 
spaces. Dy providing 
foll renovation work at 
minimal or no cost, 
IBA cnau led them to 
beg'in or t·email1 in 
bus iness. 

The Tichab I projuct 
was a limited dividend 
venture with proceeds 
from the syndication 
contrnll ucl by and 
returning to IDA . Tho 
Villa Victcn:in communHy, 

as ucnora l p:nt nor with 113A, held a s trong- voice in Lhe phy~J i.. u l nnd mnn:tgerinl 
clcvelopmo11t of the proj ect. Ac;cordin~ to their wishes, syncl icntion proceeds 
wore usocl for tho ins lallmcnl or spccbl dc:s i ~n fcnl1 tros, inc luding cl tn·k wood 
parquet rl oo1·s, oak ~pi ral s t:ti1·cascs , n.ncl landscaped yards. Thus, tho project 
:-;(•rved ns :lll ox:unpl r· C1I' how :t community grnup c an r etl ircr: t the profits 
which us ua lly ~o lo an nutsiclc clovclopC'r, and can apply them ins tead to the 
community ' R bcnofi t. 



WEST i'l~WTON STREET PROJECT 

This restoration of 136 units emerged as a project unique in several 
ways. As the first Turnkey rehabilitation in Massachuse tts, the proj ect 
was designed so that all units would be low rent. The buildings included 
a mix of efficiency and one-bedroom units for the elderly and large units 
for families, a "first" for the Turnkey program. And, perhaps foremost 
of the project's achievements, was the unique cooperation among IBA, 
the South End Tenants Council (SETC). the community-elected PEURC, 
Mayor's Office, Boston Redevelop1.: .. •.t Authority, BHA, HUD, ~nd the 
private developer. 

Throughout 1972 IBA and SETC, un agency geared to the black 
community, participated actively with United Community Development 
to help ensure the r enovation of the 25 buildings on Wes t Newton Streett . 
The entire block, at the edge of Parcel 19, was formerly owned by one 
slumlord who had allowed the buildings to become danger ously clef:ericirated. 
In 1969 and 1970, ETC and SETC jointly organized tenants, began a legal 
rent withholding and demanded that the city intervene to br ing the buildings 
up to code. In 1970, United Community De velopment, a. private firm 
working in cooperation with both tennnt gr oups , offered to buy the buildings 
and renovate them for community residents . IBA and SETC ucceptec.1. 
Thc:dr pa rtic ipation helped the r enovation projec t win important vic tor fos , 
suc h as the abrreement that it be nmnagccl by IBA wiU1 SETC pn.r tlcipating 
in tenant selection. 

In April 1972, the Wc~t Newto.11 Street .'1·ojcct i r.~tially :; losed and 
ronl)vation of the block began. In November :...;72 , the fj rst fi ve building-s 
were comple ted, conveyed to the Boston Hous ing A11tho1·ity, nnd occupi1~d 
by community r esidents . The las : five buildings wore conveyed in Aprl.l 
197:l. Upon Ute program's completion, the Boston Globe r an an artic le 
describing the j oint cfforl; and confirming the obj ective or thnso involved: 

" It' s probably tho only 
place in the c ity wli cro 
n public housing proj eut, 
owned by Lhe Boston 
ll ous i n~ Autho rity , cannot 
bo clistinguished from any 
o f the othe r building:s or 
bl ocks in (ho dis tl'ict and 
hope fully 0 11d 1.1 lho 
"proj ec titl s " diseas•'.'I th:it 
ha ~ pl:1g11ecl all 1Jubhe 
how1l11g clcvc l opmcnl:s 
u1 tho pat'L " 



TUHNKEY HOUSING F OH THE ELDERLY 

The 201 unit Elderly Tower is the first housing construction project 
of so l:.lrge a. scale to be devel oped and controlled by a community group. 
Dy 1972, when the project w~U} begun, IBA ]1ad acquired the expertise and 
r esources nccci:;sary for i t to act as sole developer. With foll responsibility 
for hiring consultants anc.1 contractors, as well as for any profits or losses 
that might r esult, IDA set out lo clernonslrate that, in the hands of a responsible 
community developer, public housing can be made as (and even more) 
a ttractive as apartinenLs on the private market. 

For the planning costs of 
a rchitects , designs, etc., 
IBA was able to raise n. large 
amount of scecl m oney from 
private p;roups. This, along 
w.ith ID.A' s availahlc cquUy 
nnd 10oc1b financinp: from 
l\'IFllA, rnacle cons truction 
of the li . 1 mill ion do llar 
building poss ible. 

When a sm·1>1us from the 
project bcgnn t:o ho realizccl , 
lUA. ru1cl Lho very nc.:tivo. 
commun.ily Gmss Tiools 
Task Force v t.ed to ro- invost 
most of lhc muno.\1 i n the Tower. 
This decision enabled IUJ\ lo 
i11corpornto 8igniric:rnt changes 
a11Cl :luclit ions in lho clcsjgn 
fcsturcs, jnclu<.llnµ; it $.LOO , 000 
roof g-:udcn, wall-to- wall 
carpeting, n nd 1i i1d1-quality 

inter io r fi xlums. In aclrlltion l o Ll10 physi t.:nl clovc lop111 c11t, provis i ons wor e 
m:\do for :1 I' rogrnm or con1pi:chcnsi vc s<..:J'vicrn.; Lo be off creel to the Tower 
r cs iclonl!i (fo r dc:.;crlplio11 ~ice Jiu man Services Scclio11). Complutccl in Sunnncr 
I !J71l the· T11r11lwy Towel' wilh H::; q11a lily dcsi~n, comprehcnsivu serv ices, nncl 
·1 ·c~ iclc:nl parlic ip:tlion, is unp:tralld C'cl amon~ the e lderly hom1 i11~ nf Boston. 



HOUSING UNITS 
DEVELOPED DY IBA 

1970-1974 

Size 1970 1974 
(accumulated) 

Studio 132 
1 Bedroom 99 
2 Bedrooms 31 
3 Bedrooms 9 
4 Bedrooms 1 

Total 0 272 

Source of Information: IDA Housing Development Divis ion 

Not considering the West Newton Street development, in which IBA 
played a significant role, the agency has been the primary or sole 
developer of 272 units since 1970. 

PLAZA BETANCES 

Another resul t of IDA' s JH'ofits from the Turnkey Tower, a Pue rto 
Rican- sty.lo plaza is both the physicnl uncl symbolic center of the Vi lla 
Victoria development plan. Facing the Tower a nd opposite tl;e s ite of 
IDA's next construction projec t (the 181 unit Viviend..ts la Victoria) 
Plaza Betances was financed through Lhe 13 llA/BHA's matching of 
IBA funds . 

The Plaza's :u·chitect: 
trave lled to Puerl:o Rico 
and studic<l the pluzus thoru, 
in order to ensure the nu­
thenticily of his design. 
Even lhe mnt:orlals used ln 
construction nnd the plants 
which J ine lhe Plaza are 
reprcsentatlve of Puei-to 
Rico nnd its cuUuro. Through 
n.11 tho planning ::incl constn1c­
tion, tho community was nc­
Uvely involved, fo1· wilh the 
completion of Plaza netnnces, 
one of Vi lla Victo rin.'s original dreams h:i :; been r ea li zed. 



COMMUNITY SERVICES CENTER 

In the Summer of 1973, lBA's head­
quarters were destroyed by fire. Work­
ing from a cramped basement commm1i­
ty room, ihe IBA staff immediately 
began looking towards renovation of 
its offices. After more tlmn one year 
of planning and funclrais.i,ng efforts, 
the i·ehahilitation of 405 Shawmut 
,~ venue was completed. 

One ag11in IBA's original head­
quarte rs serve as ::t greal:ly--used 
focal point for community residents . 
'l11e six--s tory building houses offices 
of scvera 1 Hispanic ag-encies. Herc 
other pcrso1mel is :wail:tble io com­
plcmcnlt coordinate and maximize 
services each agency provides. 

PLANNING ACTIVITIES 

In nclclitlon lo the housing it has clcvelopccl the planning of further new 
ancl rehabilitation projects has consumed much of IDA' s cfforls ovor tho 
pns t fivo yen.rs. 'J'hcsc projects inc lude: 

nehah Ph<t$f' II (resloration of 1lO unit!i al scatlcrccl s ites) 
Vi\'icmclas I :t Victorin. P hase l 

(new 1,;onstrnct ion of 181 fnmily-s izc units ) 
ViVW!ld:lS l~t Victor ia Ph:uw II 

(consLrnc lion of :tclrlilion:tl family-s i Y.c trnit s , with :111 
emphas is on homeownership) 

Through n.11 IOA's housi n;.i; d c:vo lopmc nt :icLLvilics , countk•ss political, 
cconOinlc, a nd oth c.n- setbacks have appc:n:ccl lo tlc l a.v projcr.tecl timut:.ihlcs 
11nd frustrate well-set plans. VJvienda s La Vic tm:iit, fur cxn.mpl(.), has been 
in the process ing s ta~e s ince UYlO, nnd easily m i ~h1. h:we bec11 abanrloncd 
were il not for the clc<licat ion of tho IDJ\ slaff :ind s upport from Villa Victoria . 
Fortunatel y, there havo been many successes to s how us thal trne c:om m11nily 
dr.vclupmcnt is not only possible , il is well worlh the stru:.;:;le. 



HOUSING MANAGEMENT 

Since its beginning, IDA has had ns one of its goals community 
control, not only of planning nnd housing development , hnt also over the 
housing once it was constructed. In the Summer of 1971, IBA Board of 
Directors instructed the staff and technical advisors to establish a 
management corporation which would oversee all phases, such as tenant 
selection, rent collection and maintenance, of the housing developed by 
IBA. 

After considerable study and plan.1ing, a management design was 
completed and submitted to HUD, which subsequently approved IBA as 
the management agent for the Tremont/Shawmut development. When 
the first IBA tenants moved into their new apartments in December 1971, 
a manager, sec:x:etary and resident superintendent had been hired :ind 
a small l\fanagement Office was openen. IBA h:icl officially become 
both landlord and housing manager. 

From this modest 
beginning, ETC 
Developer, Inc. , 
has grown tremen­
clously. Froir. a 
stnff of thre ~, the 
managemen ; cor­
poration nm' em­
ploys thirteo;i 
full-time persons, 
all but two of 
whom arc communi­
ty residents. And 
from the initial 
m::tnugemont of 71 
ap:ntments nnd 
fou1· s tores, IDA 
now mnnagcs four 
bus inesses and 408 housing units. This trop1endous expansion of both 
st.arr nnd managed units is reflected in lhc growth of .ETC Dcvcl oJJCrs' 
financinl ros11onsibilities. 1110 first annual mnnagomcrnt budget was 
$ 125, 000; l!J711s totaled $ G:3G, 000 



In addition to successfully managing its buildings, the IBA 
management program has demonstrated other significant achievements : 

* 

* 

* 

* 

Training and permanent employment for community 
residents . 

Tenant participation in management activities. 

Financial stability 
A report by the Boston Redevelopment Authority 
and the Boston Urban Observatory of M~nagement 
Companies dealing with subsidized hous.:ng rates 
IBA as one of the three best in the Boston q.rea. 

Facilitation of positive social relations within and 
among ilifferent racial and ethnic groups. 

IDA believes that back-up human services are essential to the 
successful management of low rent housing. Thus, the Management 
Division employs a full-time tenant services specialist who works in 
conjunction with the IBA Hmnan Services staff. 

Over the last four years, the activities of ETC Developers, Inc. 
have remained consislcnt with IBA's overall goal of ensu1ing the 
community's control over Villa Victo1ia. 

TYPES OF IlENTAL PHOGRAMS 

IN IDA-MANAGEj) HOUSING 
1!)74 

Rental Prorram Number o[ Units Location 

Public Jlous lng 

Lease 1 lousing in pr i vatc ly owned 
building 

FHA Rent supplement subsidy housing 
Moderate Income Housing 

Totnl 

337 West Newton St. 

2·1 
28 
19 

1108 

E lder.ly Towe:1· 

Tremont/Shawmut 
'l'romont/Shawmut 
Tremont/Shuwmut 

Source of InCormation : IBA llous in~ Ilcgisler 



As illustrated in the preceding table, over 80% of the units managed 
by IBA are designated as Public Housing. Twenty-four, almost 6% of 
the IBA-managed units also are owned by the agency. Tenants of the 
nineteen Moderate Income Housing units receive some subsidized 
assistance in paying their rentb. 

RACIAL A.i.~D ETHNIC 

BREAKDOWN OF IBA HOUSEHOLDS 
1974 

Tremont/Shawmut W. Newton Tower 

Hispanic 49 GG 32 
Black 7 3G 39 
White 12 30 107 
Oriental 3 4 23 

Total 71 136 201 

Source of information: IBA Housing Hegis ter 

Total 

147 
82 

149 
30 

408 

In considering the above tnble, one should r emember that the racial 
and ethnic breakdown of households nol individuals, is herein described. 
The conclusion that the 
composition of IBA's te-
nrUlts is : 
3G% Hispanic ; 20% Black; 
3G. 5% White and 7. 5% 
Oriental, would be mis­
lcndlng for the majority 
of large families (in thrce­
five bedrooms units) are 
Jlispn.nlc, while most te ­
nants of one bedroom n.nd 
studio apa1tments arc 
While. 



THE FUTURE 

This report smnmurizes the e(forts of "!nquil:inos Boricuas en Accion" 
during the past five years. We believe that foture efforts should be guided 
toward the expansion of programs that consolidate what has been accomplished 
anJ the development of new programs to serve our people. IDA's plans for 
1975 and 1976 touch every field of community development: 

HUMA N SERVICES 

* Consumer Education 
IBA plans to serve its clients as a counselling, educating 

and adv!sory liaison on consumer affairs. The staff will concentrate its 
efforts on consumer education and budgeting instruction. This program 
will be coordinated with IDA's activities in Housing Development and 
Economic Development. 

* 11ccreution 
This program i s designed specifically for the sponsorship 

of a Jlispanic Community {,rirls c lub and is gem·ecl to those who pre vious ly 
have been excluded from organized recreational and other activities. 

'+' AHEYTO 
Extens ive implementation of fDA's cultural c 11richmciut 

program i~ planned for this year. Workshops (in painting, puppetry , 
clm1cc, s i lk-sct·ceni..ng, music;, c lu.) will begin soon and three summer 
foRt ivals a1·c on the calendar of events . Tho Youth Deve lopment P rogram, 
a government-funded component of AllEYTO g-c~n·ed to fo storing a sense 
of iclcnf:i ty antl qua lities of lcnc.lcrship, W:lS initiatccl this spring. 

~ Fnm ily P reservation 
Many fli spnnos aucl the ir f:tm ilius experience em otional 

upheaval i n attcmpllng Lo cope with nn unfamiliar nnd sometimes hostJlc 
environment. AH an into~ral , trusted part of tho community , IDA 
often 1S ap1n-nac.:hed by c lients who express their nuccl fo1· special , 
s 11r:.0rtivc counselling. Tn 1D7fi, IBA plans to coo rclinalo tho provision 
01 profoss ionnl counselling ~u1d the rapy for families and inc.livicluals . 
\Vu arc nc~olialin~ with other agenc ies in order ' o oht:1ln profess ional 
Rt:1rr for these scl'viues . An JUA staff member wlll perform outrcnch, 
problem identificat ion and schedulin 1~ of appo inlmonls fo r tho sucial wot·k 
:-;L:lff placed at lBA. 



HOUSING DEVELOPMENT 

* Rehab Phase I I 
This project, s lated to begin in summer 1975, will 

provide for the ~~novation of t!O units in now vacant and deteriorated 
buildings of Villa Victoria. 

* Viviendas I.a Victoria-Phase I 
This project is the heart of IDA housing development plan 

as it will provide the family units long awaited by IBA founders. With its 
one mid-rise building facing on the Plaza and a series of two-family 
town-houses , the project will provicl~ 181 apartments (54 of which have 
three or mo're? edrooms} to low ancl moderate-income tenrtnts of varying 
racial and ethnic backgrounds. Phase I began constntction in the summer 
of lhls year. 

* Viviendas la Victoria-Phase II 
T his project is in plamling and preliminary development 

s lage. The ncquisitiou of p1·operty lo provide additional housing units 
hns bee n initiated (with half of the property acquired) and will be com­
ple ted in 1975. IDA is studying the financ ial alternatives for the project, 
with emphasis l>eing placed on homeownership alternatives. The 
projected t ime for beginning conshuction is lhe s umme1· of 1976, with 
n projected completion clntc of fa ll 1977. 

Tho completion of these projects will mark the realization of 
IBA' s Ilousing Development Pl:in. Expans ion in housing deve lopm ent 
is seen In the ureas of homeownel'Sh ip uncl consull:itlon services to other 
Now Enp;land His panic llou ~ lng ngenc ies. 

Jo:CONOMTC DEVELOPMENT 

In add ition lo the 1 luman Services and Ilous ing Dovelopmenl 
Divis ion, lhc Economic Dovci lopment Com ponent will be i..mplementecl 
in order lo he lp further 1BA18 goals . Thi s progrnm will focus on idcnti fy­
Jng major consmnar needs , incrcasin~ rcsidenL's econom ic "buying pow<'t' " 
:incl fm'Lhcl' ing employment oppol'l1.mitlos. Under the Economic Deve lopment 
Uivi!;ion, IBA e nvisions lhc crcallon with in lhe Cl'tnmunity of cooperatives 
:ind nllwr bu s iness vcnlurcs , ncl ivit ies which will 1c:tcl to economic scll'­
s ufl'icicncy. l l is expected lhat ~w111 n lni lln l impl ementation o f this com ­
poncmt wl II occur at the e ncl of JD7fi , 
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SIEGilIST & lIAP.GHJ\ VES 
CF:J11'll'J 1,;o l! un.c..1c ACCOUNTANTtl 

'14 w J\tllllNC:'rON S'rm·:wr 
WELLE8Ll>')." ll 11.r,e. MASSJ\Cll U!H-:-t-re 02181 

To the Board of Directors of 
Inquilinos Boricuas En Acc ion 

We have examined ti13 finar1cial s tatemei. ts of 
Inquilinos Bor icuas en Acci0n for t re :1ea1· ended December 31, 
1974 and 1973 . our examination was made 5n accordance wi th 
generally accep ted auditing standards, an~ accordingly 
included such tests of t he accounting r ecords and s uch other 
auditing procedures as we considered necessary ~n the 
circums t ances . 

I n our opinion : ~he accompanying balance s hee ts 
and statements of income, members • equity, and change~ lr 
financ ial position present fairly t he fi nanc i a l poGi tJon of 
Inquilinos Boricuas en Ac c ion at December 31, 1974 and 1973 
and the resul ts of their acl lvi t ie3 for the years then ended 
in conformity with generally accep ted accounting principles 
appl ied o:· a cons is tent bas ls . 

Wellesl ey II i lls , Mas sachtrn e t ts 
March 9, 1975 

+1-/~ 
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INQUILINOS BORICUAS EN ACGION 

(Formerly Emergency Tenants' council of Parcel 19, Inc.) 

BALANCE SHEET 

ASSETS 

current assets : 
Cash 

Loans to employees 

Accounts receivable 

Contribution receivable 

Total current assets 

Adva~ces to affiliate (notes B and C) 

Restricted cash (note C) 

Construction in progress (note C) 

LIABILITIES 

Current l iabilities : 
Due to affiliates 

Accounts payabl e 

Accrw~d expenses 

Total current liabilities 

MEMBERS I EQUITY 

Surplus - restricted (notes B and C) 

Surplus - unres tricted 

Total members ' equity 

The accompanying notes are an integral 
part of thes e financia l s tatements. 

SIEOflIST &. HAllORAVES 
CRllTll'IKD r111tLIC A CCOUHTANTtt 

December 31 ... 

$ 1,302 

3L~2 

1,100 

5,978 

8,722 

90,582 

2,461 

127,664 

$229 , 429 

13,026 

5,340 

1,500 

19, 866 

21~ ,771 

{6,208) 

209,563 

:p229,429 

$ 16,562 

254 

16,816 

82,290 

l0,696 

1 ,818 

$111,620 

11, 901 

4,698 

16, 599 

92, 986 

2,035 

95,021 

$111 ,620 



INQUILINOS BORICUAS EN ACCION 
(Formerly Emergency Tenants' Council of Parcel 19J Inc . ) 

STATEMENT OF INCOME 

Restricted (note C) : 
Contribution i L"'ome : 

Institutions 
Individuals 

Restricted net income 

unrestricted : 
Contributions: 

Institutions 
Individuals 

Reimbursement of expenditures related 
to low rent housing development and 
services billed to affiliate (notes 

In terest 
other 

Total unrestricted income 

Operating expenses : 
Salaries and related 

B and C) 

Printing stationery and office suppl ies 
Prof~:vional fees 
Annual meetings, election and festival 
Telephone 
Public r el ations 
Support of community groups (note E) 
other 

Total operating expenses 

Unres tricted net income 

The accompanying notes are an integral 
part of these financial statements . 

SIEGRIST & liAR Gll AVES 
CIUITll'IKD l'l1DLIC ACCOUNTANTS 

For the Years Ended 
December 31 

$114)468 
25 

$114)493 

88J423 
470 

88)893 

8,292 
3,008 
2,743 

102,936 

87,120 
6, 826 
2,881 

939 
1,740 
1J 547 
2J025 

{191) 

102, 887 

$ L~9 

'\ 

$ 10,696 

78,904 
1,238 

80J142 

38,966 
256 

1,899 

121,263 

76,502 
2,801 
2,798 
2,526 
1,728 

398 

1,105 

87 858 

$ 33 405 



INQUILINOS BORICUAS EN A0CION 
(Formerly Emergency Tenants • Council of Parcel 19J Inc . ) 

STATEMENT OF CHANGES IN FINANCIAL POSITION 

Financial resources provided 
by operations : 
Net income - restricted 
Net income - unrestricted 

Decrease in res trict~d cash 
Decrease i n working capital 

Financial re sources us ed : 
Const ruction in pr ogres s 
I nc rease in advances to affiliate 

(notes B and C) 
Increase i n res tricted cash 

Details of wor king capita l changes: 
Increase (decrease ) in curren t as s ets : 

Cash 
Loans to employeeP 
Accounts r~cei va~le 
Con t r ibut: ins r 1; ce ivabl e 
Decrease in wo •King capital 

Increase (dec rease ) in current l iabilities : 
Due to affi l iate 
Loans payab le 
Accounts pa,rabl e 
Accrued expenses 

The accompanying notes are an in t egral 
par t of these fir~ncial sta t ements . 

SIEGRIST & IlAR GTI AVES 
CKllTll'« r.D P UDLlC A CCOUNTANTS 

For the Years Ended 
December 31 

1974 1973 

$114J493 
4g 

114J 542 
8J235 

11,361 

$134,138 

125J846 
8,292 

$134 ,138 

(15,260 ) 
88 

1,100 
5, 978 

11, 361 

:~ 3,267 

1,125 

642 
1,500 

* 
3,267 

$10,696 
33J405 

4L~ , 101 

626 

$44, 727 

1, 818 
32,213 

l0, 696 

$1+4 ' 727 

9 J L~2L~ 
(341) 

626 

$ 9,709 

11, 901 
(5 , 316) 
3,124 

~j 9, '709 
==-



'INQUILINOS BORICUAS ;~i{ ACCION 
(Formerly Emergency Tenants' Council of Parcel 19, Inc.) 

STATEMENT OF MEMBERS' EQUITY 

Restricted Unrestricted 

Balance at January 1, 1973 $ 43,324 

Net income for the year ended 
December 31, 1973 10,696 

Advances to affiliate in 1973 
transferred to restricted 
(notes B and C) 38,966 

Balance at December 31, 1973 92,986 

Net income for the year ended 
December 31, 1974 ll~ ,493 

Advances to affiliate in 1974 
transferred to restricted 
(note B and C) 8,292 

Balance at December 31, 1974 $215,771 

'):'he accompanying noteo are an in tegr al 
part of these financial s tatements . 

SIEGRIST & HAUGRAVES 
C KRTIFlCD l'lTJILIC ACCOUNTANTS 

$ 7,596 

33,405 

(38,966) 

2,035 

49 

(8 , 292 ) 

( *· 6 '208) 

Total 

$ 50,920 

44,101 

95,021 

114,542 

$209,563 



~NQUILINOS BORICUAS EN ACCION 
(Formerly Emergency Tenants' Council of Parcel 19, Inc.) 

NOTES TO FINANCIAL STATEMENTS 

A. Inquilinos Boricuas en Accion (IBA) is a nonprofit (public 
charity) organization involved in physical, social and 
economic development of a predominantly Puerto Rican 
neighborhood in Bostons' South End . The organization is 
controlled hy the community through the annual elec t ion of 
board members by the Community's residents. 

B. Amounts due from affiliate in the amount of $90,582, $8,292 
which was incurred in 1974, represents expenditures (in­
cluding salaries) during the four years ende~ December 31, 
1974 by IBA in connection with development and management 
of new low and mcrlerate income and elderly hous ing in the 
neighborhood by IBA' s affiliate , E.T. C. Developers , I nc . 
Repayment to IBA will be made out of any surplus res ul t ing 
from the completed projects if any, the exact amount of 
which i s not presently determinable. 

C. ResLricted cash of $2,461 tnd surplus of $125,189 represents 
f unds received as contribut_ons for us e in t he rehabili ta­
tion of 73 West Brookline St1eet, a building in t he 
nei ghborhood which was purchased i n 1973 . Rehabilitation 
of the building is expected to be compl eted in 1975 a t 
which time it wi ll be u·~ilized as a conununity services 
organizat ions serving t he Hispani c population of Boston. 
During the year the Board voted to restrict the use of 
any amount::; collect ed from affiliate as described in 
note B and to be utilized only to the extent of income 
earned from t his amount . 

D. Donated se rvices - a s ubs tantial amount of cons ultant 
serv1ces empl oyee overt ime, office space and other non ­
mon1tary benefits has been donated to the organi zation 
s ince its inception. No attempt has been macl e to r eflect 
t he value of this upon these statements as contribution 
income or related expense . 

E. Support of community groups includes a paymen t to 
Allston-Brighton A.P .A.C . in t he amount of $2,000 .00 as 
required by t he prrvisions of a contract wl th be tween IBA 
and one of ~ ta funding organizations . 

SIEGRIST & HARGUAVES 
CKllTUflltO l'tJllLtC A CCOUNTANTll 
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Mario Clavell, Pres~ident 
Daniel Soltren, Vice President 
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Members: 
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"It is one of tlw happy incide11 ts of the Federal Sys ten• that a 
single courageous state may, If its citizens choose, serve as a lab­
oratory and try novel social and economic e).perime111s without 
risk to the rest of the country." 

Supreme Court Justice Louis D. Brandeis 
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FOREWORD The policy, management, and operations of state government require 
the application of constantly updated approaches to address changing 
needs and priorities. This necessity for self-renewal implies innovations 
in the institutions of state government, in their structure, policies, pro­
cedures, and personrel. 

Many innovations have occurred in recent years in a number of fields 
at the state level. However, too little is known about some sp<•:ific state 
activities because of the variety of laboratories in which they occur. 
Th'e innovation process is further complicated by the fact that state 
government officials rarely have the time or opportunity to share such 
knowledge which may be applicable in other States. Under day-to-day 
pressures and constraints, professional administracors and technical ex­
perts lack the time to write up or share new approaches that they have 
developed. 

The Council o" .State Governments, which has been pro•i1ding a fo­
rum for such .in exchange for many years, has recently expanded its 
eff'> rts in tl•;s area. The State of Wisconsin Investment Board is one of a 
series of six innovations being studied by the Cr~tncil under a grant 
from the National Science Foundation. Besides this p1ogmm 1 the others 
se lected for evaluation during th is lirsl year include pension fund con­
so Iida tion, statewide property tax assessments, a state energy manage­
ment commission, controlling health costs, and a railroad brunch line 
rehabilit:i tion progrnm. Reports un.: available on the Inlier four pro­
grams. 

The state progmms studied were selected by a national advisory pan­
el composed of state legislators and officials. The Council b gr..1teful to 
these individuals fo r their assistance: Senator Anthony A. Derezinski, 
Michigan;sSenutor John l'at Fanning, West Virginia; Senator Lnrry Fas­
bender, Montana; Representative Vern Katz, Oregon; Waller Kicinski, 
Deputy Secretary to the Governor, New York ; Jeffrey Laurenti, Execu­
tive Assistant, New Jersey Senate; Attorney General V. frank Mendi­
cino, Wyoming; Senator Mike O'Connor, South Dakota; Representative 
Cornelius O'Leary, Connecticut; Dr. Tibor Payzs, Special Assistant to 
the Governor, Kentucky; Joseph V. Stewart, Deputy Director, Depart­
ment of Finance and Adminislration, Arkansas; Daniel W. Varin, Chief, 
Statewide Planning Programs, Rhode Island ; William W. Wilkins, Budget 
Director, Ohio. 

This report on Wisconsin's Investment Board was prepared by Dick 
Hownrd, Director of the Council 's lnnovnlions Project, and James E. 
Jarrett, Research Associu tc. 

Lexington, Ken tucky 
August 1976 
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Brevard Crihficld 
Executl1•a DlrcclOr 
Tile Cn1111cll of State Go11en1111c11ts 



PREFACE Inflation, opposition to higher taxes, and taxpayer disenchantment 
with government generally, are having a serious impact on government 
financing at all levels. A recent National Association of State Budget 
Officers' survey showed States' general fund expendjtures in fiscal years 
1975 and 1976 increased a~ a faster rate than did general fund revenues. 
Sur(uses built up in previous years have been rapidly depleted. In th~ 
aggregate for the 43 States that responded to the budget officers' sur­
vey, general fund balances declined from 8 percent of expenditur~s in 
1974 to an estimated 0.3 percent in fiscal year 1976. 

The problem is further exacerbated for States by federal funding 
reductions in some functional areas and federal program requirements 
for additional state dollars in other areas. All of these factors are be­
yond control of state government officials. 

In a word, state managers should be, and are looking for additional 
sources of revenue. One obvious source of significant amounts of rev­
enue is to put state dollars to work, and more and more States are 
taking advantage of investment opportunities. ~ps no State ha._s a 

ore com letely develo ed investment program than Wiscon · hich 
s ee un s or e 
This monograph is the fifth in the Council of State Governments' 

current series o f reports on innovative state government programs. It 
probably comes the closest to describing a "model" program. One rca­
S.Qn is that the State of Wisconsin Investment Beam has heEI .25 ~lo 
evolve. 
-We are grateful to the many individuals in Wisconsin, especially those 
associated with the investment board, who were so generous with their 
time in helping us to understand the agency's activities and responsibil­
ities. In addit ion to ench of the investment directors, we especially want 
to thank George W. Crownhart, General Counsel for the board and at 
the time of our visit acting executive director; Gerald T. Mahaffey, 
Administrator, and Tom Landgraf, Director of State Budget Opera­
tions. 

Several individuals reviewed earlier dmfts and made useful com­
ments: LeRoy Dockter, Audit Director, Wisconsin . Legislative Au 'it 
Bureau ; Peter J. Nelson, Assi~tant State Treasurer, Wisconsin; George h. 

Bell, Executive Director, National Association of Stale Budget Officers; 
and Carl Vorlandcr, Exi:cutive Director, National Association fo r State 
[~formation System~ 

Further informat1on can be obtained from officials of the Wisconsin 
Investment Board (telephone. 608/266-2384) or the authors of this 
report , telephone 606/252-229 1 ). 

-----------------DD~ic~k Howard 
James J urret t 

August 1976 
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EXECUTIVE SUMMARY 
• The State of Wisconsin Investment Board invests the retirement funds of 

the major government employee units in Wisconsin: Milwaukee teachers, 
state employees, and Wisconsin teachers. 

• The investment board invests idle cash from 34 different state accounts, 
earning $56 million on these pooled accounts last year. 

• The investment board invests the State's check float, working with the 
state treasurer and the Department of Administration to ascertain the 
State's revenue and withdrawals each day. 

• ThL Wisconsin board also has authority to invest the surplus funds of 
loca l governments that may deposit such funds with the treasurer. 

• The Wisconsin investment program is facilitated by: 

~for all deposits and withdrawals of state funds. 
( o state money ts deposited or invested in other state banks.) 

- A compute rized statewide accounting and reporting system that allows 
quick and accura te cash flow estimates by the Department of Adm inis­
t ration and sta te treasurer. 

- Use of a custodian bank in New York City that eliminates handling o f 
securities by Wisconsin o fficials and pennits immediate transfers. 

- Gr · · he LY )es of investmen · · · be ) ·­
.c lrnsr cJ tb"-&-pernritt+ng the nexib1 1ty needed to maximize investment 
return. 

• Almost all aspects o f the Wisconsin investment program have been spe­
cifica lly authorized by Wisconsin law. 

HOW EVER, other Sta les should consider that a11 i11 11estment program 
similar to J~ 1 1sco11si11 :~ : 

• Would reduce the contro l to p elected officials have over the use of 
surplus state funds: 

• w ,, 11ld h 1! opposed by banks which would no longer se rve as depositories 
of public monies, including some local funds in the case of the Wisconsin 
local government investment pool; 

• Would be more difficult to implement if centralized , computerized ac­
counting procedures were not in use; 

• Would be almost impossible to implement it the number o f bank ac­
counts cannot be kept to a minimum, preferably one or two; 

• Would be opposed by agencies which are now managing the nssc ts of 
re tirement runds. 
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I. 
INTRODUCTION 

~ '~ f tnrt> .-ft-v.L p-~ 
\AA v-:>~~ ~~ 
~ ,....3 

The State of Wisconsin Investment Board manages assets of nectrly 
,p...75 bjl!jan (6-30-75) which earn about $175 million (based on a 
reported rate of return of 6. 7 percent). Annual gross purchases and 
sales in fiscal year 1975 approxim.:ited $12.75 billion. In addition to the 
millions of dollars earned from investing the assets of several retirement 
funds, the Wisconsin Investment Board earns millions of doUars by 
investing idle cash balances of 34 pooled accounts, including the general 
fund. In 1975 the average d!lily balance iu-the..s.ta!_e investment fund 
.was $614 million. The return on these particular investments exceeded 
$54 million-$28 million for the state general fund and about $26.5 ........ 
mill io::':n'"-""~,,_,i t":'"ed~to~t!!he~o.;:_lh:.::e:::.r..!p:;o~o:.;.,le::d:..::ac:c:.::o:.::u:.::n:.::ts::·=-='*~ 

By way of comparison, m1 ion is more than the combined 
amount appropria te<! from the general fund to the following Wisconsin 
agencies: Banking ($3.5 million), Insurance ($9.1 million), Regulation 
and Licensing ($4.9 million), Local Affairs and Development ($5.2 mil­
lion), and the Executive Offices ($3.4 million). 

Not only does state law authorize the investment of almost 
funds · enablin le station recently aufhonzecrr11e ate of Wisconsin 

Jnvestment Board to mve on w 11c l e easurer 1as 
written a check. but which from experience t e treasurer knows w1fi 
n all be aid out the bank for several days. nrothe1 w01dS, 

isconsm mves " · a manner similar to arge corporations. 
In Wisconsin, the check float averages abou . m11l1on per day. If the 
present 7.44 percent rate of return on short-term investments prevails, 
the check float would return $264,000 to the Stale- a sum •!qua! lo 
about 45 percent of the investment board's budget. 

~incc March 1976. the State, through the treasurer and itwestment 
board, has be un inv · ·· · mer-
ous c1 1es are participating in the program. One city reports earnings o 
$62,000 on a one-month investment of $9.7 million. 

There are almost no major •overnmentnl retirement fum.ls in Wis-
co 'in whose assets are not m· ia ed b the investment boorrl 11· .also is 
w1 · mt there are almost no idle ca!>:t balances of sta te 
agencies. The budget of the board was $576,000 in fiscal year 1975 
including salaries and benefits of 28 employees, travel, the cost of 
investment services and outside investment counseling, and various 
other items associated with housing and supporting the staff. The 
$576,500 budget means that the direct administrative expenses of man­
aging $2.75 billion in assets was a very low .02 percent. This ratio 
compares favorab ly with .2 to .4 percent commonly found in private 
financial inslitutions.2 

The investment program in Wisconsin is facililuted by state laws 
that require centralized disbursements and ccntr.i lizccl receipts. All 
checks arc signed by the stale treasurer in one form or another~ 
agencies must deposit receipts at least weekly and, · 1e 
a se prevni case o s 

nother important facilitator is electronic data processing which is 
used throughout the accounting and reporting process. 

'J::be "stale working hank" also plays an importunt role in the invest­
ment program. This bank, selected al about six-year intervals, is the 
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only depository for state money and it provides a va · of services 
mc u mg ock oxes, telegraphic mone rans ers, messenger deliveries, 
credit for after hours deposits, daily reports on the collected cash bal­
ances, and other specified services. Use of the working bank precludes 
the existence of idle cash balances' in a number of depositories ana 
permits ra id a · of the ' os1bon. -
Thus, all public money is working continuously. 

Within its various portfolios, the investment board invests in stocks, 
corporate bonds, short-term and long-term obligations of the U.S. gov­
ernment and government agencies, repurchase agreements, real estate 
mortgages, commercial paper, and private placements. Bankers may 
lobby against reductions or elimination of state and municipal demand 
deposits and some legislators may occasionally insist that Wisconsin 
companies should get preferential treatment in the board's investments, 
but in the fi I sis the direct measurable economic benefits o 
sound investment program have prevailed. · le mcome om interest 
and capital gains has been suhstgntjal. Furthermore, the resUlfs compare 
very favorably with similar programs in the private sector, both from 
the standpoint of rate of return and costs lo administer the program. 

In the following section, the organization, administrative proced­
ure~, legal authority, and investment policies of the board are described. 
Additionally, there are separate sections devoted to the municipal in­
vestment pool and the Wisconsin state working bank. 

• r-ootnotcs for this report 11ppcu on pngos 24-2S. 
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II. 

INVESTMENT 
BOARD 

ESPONSIBILITIES 

The statutes assign extremely broad investment responsibilities to 
the board and also give it responsibility for the selection of the stale 
working bank. Section 25. I 7 (I) (a) through (zm) enumerate the fund s 
over which thr. board shall "have exclusive control of the investment 
and colle~n of the principal and interest of all monies loaned 0 1 

invested ." he only public money not invested by thr investment board 
is under the control of the Board...2.[ Commissioners of Public Lands and 
the University Board of Regents. J 

r 

Retirement Funds 
The major investment program involves the management of the 

assets of the State and Municipal Employees' Retiremerit Fund, the 
Milwaukee Teachers' Relirement Fund , and the Wisconsin Teachers' 
Retirement Fund. On January I, 1975. these three large retirement 
funds were merged for investment purposes into two categories- a fixed 
fund and a variable fund. The fund with the fixed retirement benefits 
has a broad mix of investments that include bonds, stocks, mortgages. 
and real estate holdings. By contrast, the variable fund is restricted lo 
equities. primarily common stocks. Finally, the board invests the assets 
of three smaller fund s, 1'1c Sta te Life Fund, the insurance Fund , and 
the Historical Society Trust Fund. Investment of these funds is 
accounted for separately. 

Stale Jnvcslmcnt fu1i'd 
Another importan t iml!slml!nt activity pcrt~ins to lhl! State of Wis­

consin Investment Board's exclusive jurisdiction over and mnnagcmcnt 
of the State l1:vcst1 ·und. This fund c 1 ··s · · 
~oled ron_!_ 4 individual state accountst such as the general f'und, I~ 
.conservation fund the stall· properly insurance fimd . a11d thl' hiµhway 
• f'1111cl BccwSt' of' the need Car Ocxjhjlity. the emphasis is on shor1-1ern1 
invcs tml!nts repurchase :igrccmcnb {usuall y 11 short-term i11vcstmc111 
wilh u bank whic.:h is sccurl'd Ly U.S. Treasury hills). reverse rcpun..: ha:-c 
agreements, commercia l paper, certifica tes o f deposit, bomb anti notes 
of U.S. government agencies, :rncl U.S. Treasury notes and bills. Al 0111! 

point in November I 975, the State lnvt',tmcnt Fund totaled S830 mil· 
lion. The :ivcr.1gc daily balance invested was $6 14 million. The high 
short-term in terest rate.; of r:y 1'>75 permitted n·turns of 8.81) pern:nt 
or S5·i million. 

Local Government Investment Funds · 

Rl!ccntly :1 lhird i11vcstnl\·111 pool has hl.!1! 11 a11thoriz1·<1 and rcspon ~i­
hility for it s 111 :11rngcmc11 t giH·n lo tilt' Stall' of' Wisconsin l l1\1l' ~ l111 c 111 
Board . Thi 'i fond consists of' 1110111!y due lornl ~o vcrn111c 11l !-. lhro11gh ta x 
shurin l!. hut left with th i: :-11111.! trca:-urcr for :-11h!icq~11· 111 ho:;rd invi:::t· 
mcnt ll !-.lliJ II ~I shurt · ICl'lll . Sec Sell iull Iv i.) r l his re pur l for 11 dcsl'rip· 
tion or I his newest aspec t 111 the 11111ov:itiVl' Wbconsin investment prn· 
gram. 
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Investing the Float 

In recent year:,, another important source of investment income to 
the State has been the short-term investment of "float," that is the 
difference between the cash on the treasurer's books and the collected 
cash baiance on the working bank's books. 

Investing the check float allows cher.king account balances lo earn 
additional money while outstanding checks are undeposited or are in 
the process of clearing. Prior to a legislative enactment in J 974, the 
State of Wisconsin was barred from investing the check float. The attor­
ney general had ruled that all funds disbursed b check 
a ab eon 1 · in has an avera c d ii 

check float of $3.5 mi!ljon aver and 3have the balance required fpr 
services the stakes of investin the excess float arc of conside 
~conom1c importance ,Jhe procedure for investing t 1e oat can be 
illustrated by an example of state employees' payroll c~ ~cks. If payrolJ 
checks are disbursed on Thursday, it is known from past experience 
that about 4 percent of the checks will clear the state working bank on 
the next day; an 11dditional 28 percent will clear on Monday; 40 perce11t 
will clear on Tuesday, and the remaining checks will trickle in later. 
Therefore, abou t 68 percent of all payroll funds can be placed in short­
term investments by the investment board for four days (Thursday to 
Tuesday). The state treasurer's office, after receiving the state working 
bank's daily report and computing the check noat each day, will in­
clude these funds in the amount available for •horHcrm investments 
and trunsmit this informat ion to the investment l>oard's short-term divi­
sion. 

There js no da ni:cr of ovcrdrn ow iA . ..tbe normn I St> oSt"' bccuusc th~ 
State maintains approximate! $ I 0 million as compens:itin at 

' t e or t tc compensating a ance goes below the mini-
mum requirement, a c\.a rgc is carried forward the next month ugainsl 
the State's account. 

P.cvenucs gen em tcd l>y investing a State's check flout will vary 
depending on the avernge daily Oout and short-term interest rate s. Jn 
Wisconsin, with an average daily Oont of $'..l.5 million, the annual in­
come gcnemted would be as follows based on various short-term inte r­
est mies (income computed on 360-d:iy busis):4 

5 percent $ I 77 ,000 
6 percent $2 12,000 
7 percent $245,000 
8 percent $283,000 
9 percen t SJ I <J,000 

I 0 percent S354,000 
The most recent return on the State Investment Fund was 7.44 percent 
which, ii' main tu me or t 1e re , r111g t te tu te 
~early $264 00 •ar. As one Wiscon. in o 1crn no te , ...J.1-~~-

"S'i5'Ccl 0 le V a l ic tlf l° ' > in check no at the 
00 

1 k rn: kcs mone on it or the Siu tr o • 
Wiscol\sin docs. ''S .. 
State Working Dunk 

One other impor1 a11 I. l>ut noninvcstmi.:nt-rclutcd, fu111.:l1on :1ssigned 
by the teglsluturc to the l>onrd is lhc designation of the state workiog 
bunk. This bank is the dcpo!iitory for all of the Stu tc's fund s. With few 
exceptions, ii provides the Stnlc with all its bunking services. Sec Sec· 
lion Vof this report for u description c, the ~ lute workin1:1 bunk. 
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Development of the Wisconsin Investment Program 

.._The 28-oerson staff. the five investment divisi0ns, and the several 
investment pools managed by the investment board are the present 
characteristics of an ongoing investment process that can be traced to 
1911 and the 1~reation of the State Annuity Board. Actually the board 
superseded the Annuity and Investment Board which by 1947 already 
exercised centralized control of investments, having responsibility for 
both idle operating fonds and retirement trust funds. 

At the outset, the Board of Trustees consisted of seven persons 
including the Governor, who was chairman. The staff numbered three. 
The investment boarJ had the authority , even ~!~::11, to invest in real 

, estate, mortages, common stocks, preferred stocks, and U.S. govern­
ment securities. 

Over the years, many changes have brought additional retirement 
and operating funds under the jurisdiction of the investment board, 
streamlined the administrative procedures, expanded the types of in­
vestment instruments available to the investment board and reduced the 
day-to-day role of the trustees vis-a-vis the staff. As the changes oc­
curred and the assets under management increased, the size of the staff 
also increased although less rapidly . 

ln 1957 the State lnvcstment Fund was created by the Legislature 
when it consolidated I 9 different operating and temporary reserve 
funds into one. The Legislature also crea ted the fixed annuity and 
variable annuity fund s forc:1ch o f lhe retirement trusts as a response to 
in nation. 

By 1958, the third of the 111:tjor retirement funds, the Milwaukee 
Teachers, placed its asse ts under the board's control. 

The actual physical slo mge ind handling of se-.;urities by lhe slate 
treasurer's offh.:e ended in I <)70 when the Legisl:ilure auLhorized the 
board lo maintain an account a: a non-Wisconsln bank. In that yeur, a 
cuslodinn account was opened at a New York City bank for equities 
and a couple of years later an account for bonds was established al the 
s:irnc bank. 

In lhc past lhrcc years, lhc trustees have prcparcrl a policy 1111111uul 
delegating considcmble authori ty to the slaff;6 the Slate hns begun 
investing il s cash float ; lhc local government investment fu nd also has 
come into being; investment in longer term U.S. government oblign tionl> 
and unsecured notes of corporations including ccrtilicatcs of deposit 
has been authorized along will/reverse repurchase agreemcnqJin a gen­
eral effort to allow grcntc r enrr;'h•A power amt flex ibility in shorl-lcrm 
invcstmcnl!'I. The tht'cc major retirc111e11I runt.ls have hecn merged ror 
investment purposes greatly reducing the accounting work and ena Jlini; 
the fi xed portfolio 10 he improved hy nmortizing gains a ill losses c vcr a 
period of slightly more than 14 ycurs (!lee page 00). 

The Polit ks of Investing Stu le Fumli; 

The i11vcsl111cnt bo:ml is apolit ica l und most observers agree that 
polilil'll l pressun·s arc 111 in1111al. llowcver, with this much money, there 
:ire alwnys interest groups endeavoring to ha ve the fund s bcncnt them 
or 'heir causes. \vo grou ls I ; vc i ">Orro •d" 11 substunt j11 l 

· >n of the Genera · lmd_pru.Llon-o-1'.- th · i;&.:Jh~ invt•sLruL!JlLp..oQ},; ( I ) 
~lr.....J~L.1..U.-UJ~.....u.IJ.\ll~:u.i.i-'.Ml.lu.u.;.'...u I t h • • r. ''l 11'' st of 1 lw Dt: po rt nw n l o ( 
Veterans Affa irs up lo $16.S 111jllitw for thc pumnsc of housjni: loans 

Jll yctcru.us, umJ C..l 1mon lhc request of the hichcr cducntionul aills 
bonrd 11 r11m11latiw 101 111 of 1101 lllO[l' than . 55 million for loani. to -
needy students.? -... 
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Not surprisingly, some underlying pressure is reflected in some legis­
lators' views-to increase the percentage of brokerage business done 
with Wisconsin broken: and to give preferential treatment to Wisconsin 
companies when makirg loans and investments. In addition to the pres­
sures for geographic prc! ferences, there are from time to time pressures 
to give preferential treatment to minority businesses, and to avoid in­
vestments in companies engaged in "socially undesirable activities." 

The independ" · ' 11ature of the board rein forces the individual mem-
ber's mchnatlot t11 the role a 1 tee not to ursue social goals · in 
investment oli · he e islature has not man t at 
goals should be an investment consideration. Another factor mjtjgatjng 
against social issue criteria is the inabilit to agree u on and measure 
'social bc·::::TIT'S'Versus e c ear y measurable r · cf eci-
...fil2.n.~ .. An" . percent return is an 8.26 percent return and it ts betiei'" 
than a 7 .26 percent return. 

Although investment directors do not in fact givt: weight to soi.:ial 
criteria the Roard of Trustees cannot and does not take a "public be 
damned" attitude. It is aware that it operates in a political environ­
ment.B 
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III. 
ORGANIZATION 

OF THE 
INVESTMENT 

BOARD 

The State of Wisconsin Investment Board consists of seven mem­
bers, six of whom are a ointed b the Governor ered six-yrar 
terms. The seventh trustee js the secretary of the Department o -
mrn'iStrat ion or the secretary's designee Four "public" members must 
nave at least I 0 years of experience jn financjal matters (Wisconsin 
Statutes 15.79[2]), and the other gubernatorial appointees are nomi­
nated~; tl~Wjsconsin Te:icheri' Rgti;e~eAt aAd tbe St-ite Fmpla)lees 
f{!}tirem at Fund. respectjvel)l The tr11stees generally meet fo r two 
days a mo ntb, . -
Staffing 

Actual investments- purchases and sales-are made by the staff act­
ing un er enera o 1c u1 e mes set out tie seven-mem 'e d 
o · rustees. he staff is headed by an executive director who serves at 

the pleasure of the trustees. The staffpresently numbers 28, and one 
more position has been authorized for the 1976-77 fiscal year. 

Reporting to the executive director are five investment directors, 
each of whom is responsible for a three- orTour-person division. The 
investment ircclors arc appointed b the executive directo1 with par­
ticipation of the trnsices. 1e mveslml!nt director positions are part of 
the Wisconsin Stale Civil Service System and incumbents, after a proba­
tionary period, can only be terminated for cause. (Poor perfonnancc 
ca n be cause and investment director~. have been terminated on that 
basis.) In addition to the investment directors, there is an administrative 
officer who is in charge of office openi tions such as personnel, account­
ing, secre tarial , and clerical services. 

The t1cture of the organiza tion is in the process of changing. A 
research division is being created whi<.:h will consist of a research direc­
tor and four analysts. Previously, there were two research analysts and 
they reported to the investment director for stocks. Under the new 
arrangement, they will continue lo anJlyzc industry groups, but as the 
change suggests, will provide suppor services lo all five investment 
directors. 

Despite 1 lte existence of' t hcsc re ·carch specialists, the board pri­
marily relics on New York and selected regional investment bank ing 
firms fo r firsthand research of'particul:tr companies. 

Salary r.rngcs fo r lop posil ions arc shown below. While it i3 gener­
ally :lbrrccd that sa laries for comparal•le posit ions in the private sector 
arc higher, the investment board is ab c to fill it s positions with compe­
ten t individuals. 

Position 

Excl'utivc Oircclo1 
Investment Oircctors 
Rcscurch Director 
Sl!n ior Re sea rel / na lyst 
Junior Resl:arch A 11:1 lyst 

5 

Salary Range 
$3 1,068 - $43,500 
$28,S 12 - $39,91 2 
$17,0 16- $23,820 
$14 .3 16 - $20,040 
$ I 0,3(18 - s 13,896 



The day-to-day invf!stment decisions arc made by the investment 
directors with the concurrence of the executive director.IO Quarteriy, 
the investment director:; and the executive director meet to determine 
how the estimated mvenues will be allocated among the divi­
sions: stocks, private placements, corporate bonds, short-term, and 
mortgages and real esta~e. Allocation depends on their coUective judg­
ment of market and investment opportunities in forthcoming months. 
Their views are also considered by the Board of Trustees, who retain 
the services of outside financial advisors. 

Some funds such as those earmarked for the variable long-term 
investment fund, for example, all go to the investment director for 
common stocks. He decides on the timing and brokers for his purchases 
and sales, as do other investment directors for the funds allocated to 
them during the quarter. 

Long-term investments for the fixed fund are genera lly invested by 
the .Bonds, Private Placements, and Mortgages di\risions. The short-term 
investment division is responsible for investing the 34-fund pooled ac­
count, the "float" funds, and the new local government investment 
funds. 

Table I shows the diversified types of investments managed by the 
State of Wisconsin Investment Board . 

Table 1 

State of Wisconsin Investment Board 
Assets Under M:magement 

(June 30, 1975) 

Public Donds 
Bonds, Private Placements 
Stocks 
Mortgages 
Ren t Estate 
Short-Term 

U.S. Treasury Notes & Bills 
Government Agencies 
Commercial Paper 
Repurchase Agreements 

$829,000,000 
322.000,000 
876,594,000 
174,5 I 3,000 
26,283,000 

488, 190,000 
40,100,000 
86,670,000 

J 05 ,945,000 
255,475,000 

Sourc:c: Stntc or Wisconsin Investment Board, A1111ual Rrpdrt Ycur EncJing 6-30-75 

Investment Divi'iion- Bonds 

Bonds arc -. major part of the fixed fund portion of the lcmg-lcrm 
investment portfolio. During FY 1975, the Wisconsin board invested 
$90.7 million in publicly issued bonds and $45 .2 million in private 
issues. All bonds account for apprnximately one-half of the long-term 
assets mun.tgcd by the board , $1 ,150,955,949 or 51.8 percent on June 
30, 1975. The public bonds portion was $829 million. Interest income 
on public bonds was $36 million for the fiscal year. 

Investment in corpora te and government bonds is not unique ~o 
Wisconsin. In Wisconsin , specific authority to invest the fi y r•d retire· 
mcnt investment trust, the state life fund , and the veterans trust fund is 
contained in Section 25. 17 (3) (a) of the Wisconsin code. Stutulory 
limitat ions on such invest men ls arc spelled out in Section 206.34 of the 
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Wisconsin statutes of 1969. Regarding the bonds of industrial corpora­
tions the investment board may not invest more than 2 percent of its 
assets in any one company nor may it invest in a company that has 
defaulted in the payment of principal or interest on i~s indebtedness 
within the past five years. 

In addition, under the policies established by the Board of Trustees, 
all bonds purchased must be rated by two approved rating organiza­
tiJns. With regard to AAA bonds. no mortLthan 2 percent of the fixed 
funds assets may be mvesfed in any one issue: for AA or A the limita­
tion is 1 percent and for Bbb or Baa, up to .25 percent. Baa and lower 
rated credits are reviewed annually. 

Excluding portfolio improvement tramiactions (discussed below) an 
average of two issue.s of bonds is purchased each month. There is no 
policy that places emphasis on the credit issues of Wisconsin companies. 
However, it is the practice of the Bonds Investment Director to try to 
give Wisconsin bond dealers 50 percent of the "new issues" business 
where possible. To give Wisconsin deal~rs most of the bond business 
would preclude the division from receiving the research of New York 
based brokerage firms. The bond portfolio is now computerized by a 
brokerage house and each month a printout of the bond portfolio is 
sent to the investment board. 

Transaction Amortization Account 

The 1975 merger for investment purposes o f the three major retire­
ment funds facilitated another important change in investment pro­
cedures, particularly in the purcha ;e and sale of bonds and stocks. ll 
enabled the board to create a " transaction amortization account" 
whereby profits or lo~ .!S from lhe sale o f assets are spread over a 
14-year period. Traditionully , most agencies investing public fund s have 
applied profits or losses resulting from the sa le of assets to the earnings 
of the year in which the sale occurred. On'! result was a certain inncxi­
bility in portfolios since most portfolio managers were reluctant to sell 
assets resulting in large "book" losses that would be clunged to the 
current yenr's investment income. 

By merging the three retirement fund investments, it was no longer 
necessary to maintain records on each seri es o f assets held in the port­
folio. All gains or losses could be debited or credited to one account. 
The next step was to amortize all pro fit s and losses at the rate of 7 
percent annually, or slightly more than 14 years for the fixed retire­
ment fund . 

Among advantages reported arc: (I) savings in work load, time and 
dollar costs by no longer amortizi11g each security, (2) a smoother, 
more rrprcscntativc and equitable annua l income, and (3) greater flexi­
bility in bonJ portfo lio management. In fact, the Wisconsiu board re­
port s tha t in the first six months ofter the new account ing procedures 
were instituted, 24 scpamtc "port folio improvement transactions" 
changed the average annual yield on these investments from 7.633 pl:r­
cent to 9.007 percent. The book loss was $4 million, $33.4 million par 
value sold and reinvested in bonds having a $29 .4 million par valuc. ll 
Investment Division- Stocks 

Common stocks com pr be :ti most J 00 percent of the "variable 
fund' ' and n substantial part of the "fixed fun·d." In FY 1975, for 
exumple, 28 percent of the board's fixed fund cash was in csteu in 
common stocks. During the fiscul year, common stock purchases to· 
taled $152 million, and 101111 sa les wcre $102 million.1 2 As of June 30, 
1975, stocks accounted for 39.5 percent of the S1utc of Wisconsin 
Investment Board's long-term ~1s.'iCts (variable and fixed funds) and were 
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valued at $37 6.6 million. In the fiscaJ year, the market value of the 
stocks in the fixed fund rose 20.8 percent and variable fund, 25.3 
percent compared with a 16.1 percent of the S&P 500 Index-the most 
commonly used measure for evaluating performance of the Stock Divi­
sion. 

Stock transactions are made daily and net purchases average rough­
ly $30 million a month. Commissions approximate $1 million annually 
in return for which the Wisconsin Invr.stment Board receives consider­
able research. 

Wisconsin's law [Chapter 25 .17 (3) (a)] specifically provides that 
funds in the fixed category from the three major retirement programs 
may be invested in accordance with 1969 statutory provisions [Chapter 
206.34]. The statute states that purchases of stocks can only be made 
from companies whose earnings meet certain specified ~ri teria; no more 
than 1 percent of the investing agency's assets may be invested in the 
common stock of one company; nor may the equity position exceed 15 
percent of the company's assets. 

The Board of Trustees has delegated to the staff (Investment Direc­
tor- Stocks) authority to purchase or sell stocks. However, stock pur­
chases must be from the trustee-approved list of 206 companies. The 
investment director must also adhere to the trustees' policy limiting 
stock portfolio assets in any single industry to 15 percent, and no more 
than 30 percent may be invested in any one of the fo llowing broad 
categories: basic indu:.try, consumer, technology, government regu lat­
ed, and financiaI.13 

The investmcnl director reports that these constraints cause no par­
ticular problems arid that the stock portfolio includes ownership in 120 
companies.14 A major criterion of the investment director is that an $8 
to $ I 0 millio1 equity position will be possible in any company whose 
stock they might purchase. Because these stock investments usually do 
not go directly lo companies, there is no pressure to buy the stocks of 
Wiscvnsin companies. 

Investment Division- Private Placements 

Presently , $400 mill ion (all from the retirement fund s) is invested 
in private placements. According to the director of the division, ~ 
major reason !'or inclusion a r priv·1 te phwemcnts in the portfolio js tQ 
realize an above average return on javrstmcnts, l hrou~h assumplion of 
somewhat above avera e ris · urkctabi li-

JL_. 
TJlc division currently tws 011tstnmlinu loans to 300 compunics.. 
ss · · Justries: railroad, o il, savings and lonn, foundr , 

retail chain. utjlity, and vi · · · 1 • 111 com James. oans arc 
not restricted to isconsin· the ma 'orit of >rivate JI, cements arc in 

'other States and Canada~ .... 
Ci:ilcrio Car u private placement investment G1c rather stricl. The 

two most important ratios analyzed ::ire that Lo.ng-lcrm debt wjll .nal 
exceed 40 percent of totul cap:lalizn tio;1 und that the sum of pretax 
barnmgs amt hxed charges will be .hrce limes the fixed charges f'or the 
lasl two years (u 3 x fixed charge coverngc ratio). TJ1c min imum loan is 
$2 million u no credit ralin of less than Ban will be c ·· • .­
Placements cannot be used as venture cap1l· - a.. · l~an-bc .. in~d.c..ta. 

rmmpanies in existence lor lc~.!l!.ull.f.iYc ycars.17 
If the application has met this initial se t of criteria , placement 

division stuff request additional financial material anu check many stan­
dard ac~ounting measures such as rntc of return on sa les, operating 
margins, tu x rntcs, and cash !low position. Also, the staff will consult 
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with outside people and solicit opinions on the company and industry, 
and may make site visits to the company. 

There have been instances of legh:lators criticizing the private place­
ments division for not loaning more rnoney to Wisconsin finns. Conces; 
sions in the quality of the company 1::>r in the quality of the loan haye 
not been made tor placements m Wii:consin, but there are some allow-

.:[nces made for W1sconsm placements m tenns of company size and ' 
requested loan hgures. ~s outside the State 

million are cons1 ered. Wisconsi11-based companies ma re uest a loan 
as sma as mt on provided their annual sales are at least $15 mil­
lion. Recent loan yields have averaged nearly I 0 percent a d 1t is esf; 
mated fhrit Fewer than 11 0 t le cans OU s an mg ar~bl~m.~ .. 

Investment Division- Mortgages and Real Estate 

At present it is the board's policy that mortgages and real estate 
investments shall c'1mprise between 5 and 25 percent of the fixed-fund 
portfolio. On June 30, 1975, nearly $200 mi ll ion was invest·~d in mort­
gages an.d owned real estate. Return on mortgage and real estate invest­
ments exceed that or the bond division. The aver:ige return on the 
mortgages division's port folio was 7 .34 percent as of June 30, 1975. 

A detailed set of guidelines is used by the three staff members of 
the division in determin ing which mortgages and real estate opportun i-. 
ties will be funded.II~ As wit h the ot her divisions, all investments of the 
mortgages division musl conform to the broad specifications for invest­
ments set forth in the 1969 statutcs. 19 

There is a broad diversity of mortgage fundings. In 1975, over $5 I 
mill ion was loaned to I 6 income propertil!s- two shopping cen ters, 
eight apa"trnents, two warehouses, a medical clinic, a nursing home, a 
manufactt..ring fucility, and u participation in a loan on an office build­
ing. While .here is an emphasis on mortguges and rcn l estate invc:-.t ments 
in Wisconsin, more thnn 75 pen.:cnl of the division's portfo lio is placeJ 
outside the Sta te. 

Investment Divisio n- Shorl-Tcrm r nv1.:st men ts 

The short-term division has responsibility for investing the stale 
inves tment fund whid1 1·1>11sists of 34 separate accoun ts such as the 
gcrn:ral fund (including Ille check flout), highway fund, local govern­
ment pooled investment fund, 1111cl cash or the fl!lircmcnl systems prior 
lo it s long-term co111mi t111 cn t. Ass~ ts munaged by the I wo members of 
the division vary from $<100 million to $ 1 bill ion. As of May 15, ap­
proximntcly $775 million wus invested by the uivisio11 . Daily purchases 
and sales average approximately £75 mill ion, and the short-term port­
fo lio turns over every few werks. 

'lclum on the state investment fund wu:: lJ.02 percent i11 f'i scn l yeur 
1974, ~.fN percent i11 fi scal year 1975 , nnd 7.44 percent i1 the most 
recent qunrtcr ending March J 1 :zo The 7 44 Jl.C.fccnl~.r<1le-cC-rcuu:.n .. fur. 
tlw rccen!,.ru;J:io.L4aio.o.W1er-+.l..+hH>fl=ioiHl"4'.LiU-no.tc, is an f'Xl'.C llcut return 

. <; inrc ii was 1-1 L2 10 3 prrci'ut 1:n:a1rr tlwn interest mies generally 
.1vail111Jlc Lo large cit ks, Di.:.cl.i.uiw:...s11ort-lcrm rat e;;_in I he lust 18 mo1iihs 
urc attributable to nalionil1Jr.J:HQS. 

A variety of short -term i11vcst111 ent devices . .m: used : govcrn 111c11 t 
agency paper, hank certificates or deposit, oplm <lay-to-day 11 11d ter111-
repurchast: agrccmcnls. comn1crcia l pupcr, and rc,·c·rsc repurchase agrcl'­
mcnls.21 111 mid-May, the asse t~ Wl!rc distri b ut~'CI ~is follows: govern­
ment p11r>1;r $590 million ($85 mi llio n was i1m:skd in a singh. U.S. 
trcaslll'y hill): '-'CCI ilkates of' deposit SSS 111illlon: open end rcpur· 
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chase agreements - $60 millio·.1; and commercial paper - $70 million. 
Usually no investments under $1 million are considered, or agreements 
under $5 million made. 

Operationally, the short-term division re~eives a computer printout 
every day before 7::30 a.m. !fating all current investments and specifying 
the present value for e?: h discounted security. By I I a.m. the division 
will have been notified of the check float level, will have balanced off 
\he State's cash position, and will have checked over ·vouchers and 
amounts for individual transactions. After 1 I a.m., the division will 
make trades for the following day, including making sales to cover the 
State's disbursement needs for the following day. 

Investments are selected by the short-term staff from infonnation 
supplied by brokerage houses and from staffs own knowledge of the 
short-term markets. The board's in-house re!:earch staff is not utltized 
regularly becaus~ forecasting is less useful for short-term investments 
than for Jong-term bonds and stocks. 

In the future, the short-term division, in hope of increasing its 
options and of obtaining an even greater return on the investment fund, 
will request authority to invest in bankers' acceptances and "Eurodol­
lar" certificates of deposit (the debt securities, in U.S. dollars, of over­
seas hr.inches of U.S. banks). The ability to sell short in the market also 
is a possible future investment avenue of the division although the 
board's trustees have not yet given their consent for this more sophisti­
cated ~ind greater risk investment activity. 

Administrative Expenses 

An important feature of the invest ' is its low 
. .fillmi11istrat1ve expense. a le 2 compares the board's as.5ets to expense 
ratio with !hose of private insurance companies and nonprofit invest­
ment operations. The Wisconsin Investment Board's expenses arc pro­
portionately lower, and in all but two cases (College Retirement Equi­
ties Fund and the Illinois Investment Board) the board's expense rutio 
is one-fifth that of other organizations. 

Tobie 2 

Rn llos of A~'ICIS lo Expenses, Selected Comparisons, 1973 

INl1J::S'/7tlt:"NT 
INVh"STMENT /:'Xl'ENSl-.'S 

ORGANIZATION llSSl:.IS (/:','(Cl. TAXES) PERCE/ti/' 

/\caclu M11111al Life s 607 ,88 1,098 s 2,774,004 0.456% 
Alls1111c Life Insurance 357 ,674,020 415,023 0.116% 
/\it.I /\MOC. ror Lulhcrnns I ,Oll6,948,89 I 1,479,078 0.136% 
Connccllcul M11111ul Life 3, 116,740."66 57,082 ,944 U131 % 
Conllnunlnl Ass11ri111cc 1,818,404,ldl! 4.131!,855 0.227% 
Equllab:c Llfo Ins. 14,971,95 1,691 57,530,742 0.31!4% 
17ranklin Llfu Ins. Co. 1.433,0911.891 2,754,778 0.192% 
John llnncock M1111111I 10,391.836,359 29,414,166 0.283% 
Lincoln Nut'I. Life 2.410,340,286 3,649,828 0.151 % 
Mass. M11111nl Life 4,795,468,1!74 17 .907 ,4'>2 0.373% 
Mclropolilan urc In~. 30.21!6,075,837 99,071. 174 O.J27';l', 
M11111al Life of N. V. 4,044,504.230 16,058; 197 0.397% 

College Rcllrcmcnl 
Equllii.!s Fund S 2.600,056,23 I s 1,6 11.552 0.0(>2'X> 

Tt:n\.hcrs I us. & 
An11ully As.'loc. 3,370,887,045 4,657,944 0.138% 

flll11ols lnvcsl111cnl llonrd 793,726,994 643,621! U.Olll',1'. 

I '>74 lnvcsl llll'lll Uourd 2,S 20,303 .000 524.4<18 0.0208% 

Sourrr· k'l•ronlin ln1tllm~n1 /kwd 
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The investment board,s administrative ex enses are two cents per 
$ l 00 o invested asse s. ab e shows, in 1974 a mm1s ra iv~ ex­
penses stood at .0208 percent of assets. Thjs represents a slight decline 
over the past decade, during which time assets have tripled while staff 
has doubled. In 1965, the percent~ge for administrative expensrs was 
.0289. 

Several factors may account for the board's low administrative ex­
penses. First, the number of staff and their salaries are less than com­
parable to private financia l institutions. Second, because most funds 
managed by the board may be pooled, there are significant benefits 
achieved by a concentration of capiL I in terms of broker and trader 
commissions. Third, the board, by being a large institutional investment 
operation, receives research and related services as a result of its com­
mission fees, that is, no cash outlay. Fourth, the board, like mosl state 
agen,·ies, minimizes expenses for amenities and other perquisites.22 
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IV. 
STATE-LOCAL 

FISCAL 
COOPERATION 

In February 1976, a bill was enacted in Wisconsin which may pro­
duce significant economic benefits for local governments in Wisconsin 
as well as Wisconsin state government. Senate Bill 788 reprinted in 
Appendix A) created two local government investment fun s to be 
mana d 6 the invc e oar - the ooled investment funclJ1nd the -!rust investment fund. The pooled investment fund is a eady in opera-
tion and will receive the bulk of attention in this section. -
· The pooled invest.neut fund is a vo luntary mechanism hy whkh 
counties, cities, villages, and towns can deposit with the t ressurer any 
sta le-shared laxes, local revenues, or id le reserves for investment by the 
state investment board. The interest earned, equivalent to the rate of 
return for all short-term investments by the bo;ird, is credi ted to the: 
local government, and funds can_~ withdrawn on one-day notice with. 
no pemil lies The trust investme 1t fund permits local governments to 
establish their own investment .1ccounts with the state investment 
board and to have their funds mana~ed fo r a specific period of time. 
Background 

~ion au thorizing !he pooled javeslmenl fuocl was first..i.nlli>­
duccd hy the state treasurer in 1967 but ~as withdrawn after I I days 
~a use of ressure from the ba •· munit . Because of atcriipo­
rary (I 5-day) cas ow problem in Wisconsin stale government, the 
program was revived with modifications in !he spring of 1976. The 
Stale, which needed cash to disburse real properly la x credit payments 
to local governments, w:is and is prohibited from borrowing more than 
$ I 00,000 fo r current obligations and is prohibited from interfund 
transfers. Therefore, local municipalities were foced with receiving a 
prorated amount of their shored taxes. State officia ls, however, know­
ing that Wisconsin municipalities co ll t:cted their main revenues - prop­
erty laxes - prior to February 28, :-easoncd that the temporary cash 
flow crisis could be avert ed if enough municipalit ies would defer re­
ceiving their state payment for two weeks. /\s an inducement fo r such 
" loans," locnl governments would receive interest' equivalen t to that 
received on short-term investments of the investment board. Nineteen 
local governments left their funds '' ith U1e State, and lhe temporary 
cash now crisis was solved. 

The pooled investment fund passc J the Legislnturc under propit ious 
circumstances. I.here• was a fiscal cris j · 'itu · · · 1d the State's bankers 
were unorgnn izcd. While conditions h other States may not he sim1 :ir, 

.J.!1e eco?1om1c benel 1ls produced by .:slablishmenl of l!.JJOOJe(] 111vest­
.._menf lunil might be sufficiently conmell 111 . to overcome oppos1L1~3 

A ma'or hurdle 111 Wisconsin was obta ining t 1e suppor o oca ol 1icin ls 
~o were concernec n ou a ow mg the Stale to relu in their h~ 11ds

1 

i~ 
t11~rhe-local trt!'aslli'crs asscrcmtion went on record oppos11iillie 
~t pool. Qpposjl ian..J.9_JJ1c poo e investmen t trust was soft­
~ned, however, by also provi<Urt fat an investmen t trus un w 1· ll 
would rel uin. individua l accounts fo · eac 1 oca 1ty s un s and for a 
8?ecificd till!.C. If USC ' t le trust f'un J WI no 0 SC l C a cs CUSl 

now problem since these fund s will b.! tied up for specified periods of 
time and thus be unavailable to the St; te. 
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Provisions of the Two Local Funds 
Senate Bill 788 specifies the major similarities and differences be­

tween the pooled jnyestment fund and trust investment fund. First, fer 
both funds, local government officials would tell the state treasurer 
whether they prefer to have their portion of shared taxes paid directly 
to them or deposited in their account in one of the funds. Second Iv, 
both funds permit local government officials to augment their acco"· · .. 
in the investment board with idle reserves and any other local ... 
available for investment. Third, for both funds, a maximum of one­
fourth of l percent of earned income will be deducted by the state 
investment board for administrative costs. 

Fourth, local money in the pooled investment fund, while credited 
to individual local government accounts, would be pooled with state 
funds for short-term investments. Local money in the pooled invest­
ment fund would earn interest based upon the average yield of all 
short-term investments determined quarterly by the investment board. 
T.ocal funds in the trust investment fund would not he commin~lecL 
Vlith other lac:a l funds or state funds and unlike the pooled fund. inter­
.est on trust investments will he detennined by the yield on each sepa­
c.ate local goyernment account. 

Fifth, local offici'.l!s depositing funds in the pooled investment fund 
need not specify on what date they would like their principal and 
interest returned. Local officials depositing funds in the trust fund must 
designate the length of investment time for their funds, and incur any 
fina ncia l penalties for early withdrawal of their monies from the trust 
fund. 

How the Pooled Investment Fund Works 
The mechanism for direct transfer of local government funds from 

the state treasury to the investment board serves two functions: LJJJ.!. 
re es the a1 · e which local governmen ould sit 
i.dle ;u:id not rccejye interest, and (2) it 1e ps t e State handle emergen-
cy cash Oow problems.. -

Operationally , the de ;>osit nncl withdrawal system is quite simple. If 
a local unit of government is depositing money in the poo!ed invest­
ment fund from its state ,;ht1rcd taxes, that government gives the state 
treasure!' written instructio1~ " as to the amount which the State should 
retai11. If a local unit of government is depositing idle cash from its own 
treasury, the local treasurer would ask the local government's commer­
cial bank to transfer the funds to the state treasurer for deposit in the 
investment pool. The investment board will receive its information 
from the treasurer's office and it will be included in the daily total cash 
figure which can be invested. The inven ment board is not notified by 
the towns direct ly. 

For withdrawals. the same process would be used. If notice or a 
partia l or total withdrawal of the municip11 lity's funds is made by I 0 
a.m., the state treasurer's office will issue a check that same day and 
transfer by telegraph the ftncls to the working bank of the local govern­
ment. If the check cannot be issued until the next duy, the local govern­
ment also would be credited with an additional day's :nterest. 

The interest earnings are computed on an average yield for a quarter 
and :ire based on the aver:ige daily balances of each participant's share 
of the short-term investment fund. Compute!' programs ure used to 
determine the balance, deposits and withdrawals on a daily basis for 
each toe.ti government. 
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Advantages of the Pooled Investment Fund 

Both the local governments and the State should benefit from this 
investment pool. For the State of Wisconsin, the new arrange f 
localities voluntarily leaving their funds provide a mechanism to 

llerp 1t ea l 1c em orar cas roble . In turn-;-
the State's credit ratin will not suffer because of frequent cash ow 
difficu ties. cal o -tfis-
s mvestment fund; therefore, the state agency may cxpe 
better rate of retwn on investments and reabze economies of scale on­
Jhe cost side. Moreover, any constant flow of new sfiort-term cap1fiff 
from local governments will enable placements in those investments 
that are providing the best current rate of return-thus possibly raising 
the overall rate of return on the State's short-term investments. 

Increased cooperation between state and local fiscal officials, it is 
hoped, will reduce the distrust of state government by local government 
officials. Finally, to the extent localities experience an improved finan­
cial status, the State benefi ts indirectly. 

For local units of government, t!1e pooled investment fund will 
operate as a cbecking_m:_.demand-:iccGunt ... w.h.ich pays a higher rateof 
return than local overnments could obtain on their invested funds. 

tcials in the 1sconsm epartment of Administration conducted 
a comprehensive analysis of local government investment practices and 
discovered that 81 cities and 67 percent of aU towns and villages in 
Wisconsin received no interest income in the 1974 calendar year. Many 
local otficials simply placed idle cash reserves in noninterest bearing 
demand accounts in local banks. 

Lgcal eovcrnments sho\l ld gc.th.igl).eue.tw:us.on their urndi; l>e.ci!usc 
che ·investment board can invest in high-yielding, short-term investments 
such as repurchase agreements and commercial paper, because of lower 
dealer fees and bcca'Jse of the greater expertise of lhe board's profes­
sional staff. For cxumplc, because local governments will receive lhe 
same rate of return regardless of whether they invest $2,000 or 
$200,000 (that is, there is dollar averaging across investors), smaller 
towns and vi llages mosl likely will receive higher inlerest lhan if their 
accounts were invested separately. 

In addit ion, the pooled investment fund, by providing local officials 
an alternative investmenl option, may force banks to provide more 
services to local governments in order to maintain the loca lity' operat­
ing funds. 

For some municipalities the flexibility of the pooled inveslment 
fund will permit an integration of local governments' inveslmenl poli­
cies with their cash now syslcm. As noted previously. local govern­
ments may invcsl fund s for any amount of time- one or two days or 
much longer periods. '{his "variable date" provision ensures U1aLmu.oj~:­
l.e.!!..!!!ies will not be penalized for curl withdrawal or caught in a ca.-;h 
Qowprcnrl~us 1qu1 investments. In fad, the liquidity of 
the short-term i11vcs1mcnts and the mechaiiism for rapid transfer of 
funds from the state trensurcr to local treasurer will enable local govcrn­
n:ents to receive lheir funds on the same day or one duy after their 
notice of withdrawal. 

Cosls involved to slate and local governments.from lhe local govern­
ment pooled investment fund arc nominal. Local governments, in fact, 
incur only the costs of a phone call or postage for a letter lo the stale 
lrcasurer. TJ1e stale inves tment bourd,Js stater! in the lc ~i.slatiQ.n, will 
.de.clue "'ximum of one-fourth of I crccnt of all earned interest for 
administ expenses. t 1s nntici atcd the actual adm1mstrative cosls 
\llilLbe..s.i~t y ess l 11111 this amount. 
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Qne ossible difficult that could ari involves moneY. 
left b local governments in the general fund at the reques o s a e 
officials, or use m c1ls1111ow "(fic11lties. wnlc:h Is not m~st­
.s:_ ut istn ute to ocal governments who need their share. Lender 
local governments will receive interest on these .funds just as if they 
were being invested by the investment board. Since these funds were 
not invested, there is an interest ex e ate that r 
be appropna ed from the r.e11eral fung. 1t is not clear how much o('a 
problem this will be and state officials do not a ree. bile there is a 
co e tate of Wisconsin associated with operating the pooled 
investment fund during cash flow difficulties, this cost will be les.5 than 
through borrowing on the short-term m:irkets wltich is not legal under 
present law. Of course, any final solut.on to the cash flow problem 
must await statutory changes that spread payments throughout the year 
rather than require very large payments once or twice a year. 

The Invest.uent Trust Fund 

As estabUshed, the local government trust-investment fund will be a 
vehicle for longer-term fixed investments by local governments. The 
trust fund, then, is conceived as a different type of investment option 
than the pooled investment fund. 

Unlike the pooled investment fund, capital in the trust fund cannot 
be used by the State for cash now purposes because it is in fixed 
investments. In terms of administrat ive/bookkeeping costs, the trust 
fund also is less advant'.lgcous- the Department of Administration must 
set up an individual account for each municipality (poteptially J ,400) 
and maintain '"CC\Jrds on the type of investment interest earned, com­
pute penalty charges for early withdrawals, and set up procedures for 
notifying local governments when their investments have become ma­
ture. In contrast, for the pooled investment fund, the Depurtment of 
Administration, in cooperation with the state treasurer's office, needs 
only to maintain records on the uvernge daily balance of a municipal­
ity's account during euch calendar quarter as all accounts will rc:ceive 
the same rate of re tum. 

If most loctd governments use the trust func.1 for :ong-term invest­
ments (over six months), the administrntivc task would be manageable, 
although still un additional burden to the investment board. If local 
governments wish their funds to be managed and rolled over frequently 
in short-term invcstmcnls, the board might bl overwhelmed, given pres­
ent stuffing.24 

Initial Results of the Pooled Investment Fund 
The pooled investment fund becumc effective ~~arch 1, 1976, with 

$61.5 million in deposits from local governments that left their sta te 
shared taxes with the State lo assist with cash now problems. After the 
temporary cash emergency, local governments withdrew over $45 mil­
lion. Pivc cities kept their shored taxes in the investment pool during 
the month of March and received u 7.44 percent rate of return, the 
ovcrnll short-term investment yield for the first three months of 1976. 
Madison, Wisconsin, earned approximately $62,000 on its one-month 
investme.1t of $9.7 million. 

Overall, the pooled investment fund has been well received, and 
now. after the initinl period of communicating lhe details of the pro­
gram lo local officials, p:uticipution is increasing. In one two-~cek 
period in miu Muy, 26 11dditio11ol local units of government invested 
cash In the poold fund. ru of July 12, 1976, locul governments had 
ncnrly $28. million i11 thcf'lnd,25 ----.-- -
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Start-up costs of the pooled fund were minimal as coordination for 
£he program involved no budget and limited staff time. It appears no 
additional state employee must be hired for investment purposes. One 
person may be hired to serve as the principal information and resource 
ccntict for local governments although a final decision has not been 
reached. 

Few ccmplaints have surfaced to date. One city treasurer who has 
left shared taxes in the pool and also has transferred an additional $2:1 
million of the city's cash to the pool sees only two needed modifica­
tions. First, according to this official, the investment beard should 
disseminate brief biweekly or monthly reports on what types of short­
term investments are being made. This information, he suggests, would 
be useful for his uwn investment operation and could also be used to 
inform the elected city officials that the pooled fund will provide a 
superio; economic return.26 

Secondly, the city treasurer hopes that when local governments 
withdraw their funds from the pool, the interest will be returned im­
mediately with the original funds. Currently, earned interest will be 
returned at the end of the next calendar quarter when the investment 
board computes the rate of return on short-term investments. Local 
treasurers can, of course, make estimates of their cities' interest income. 

lmplementing the Pooled Investment Fund in Other States 

Jn Wisconsin , the pooled investment fund bcnel'its state and local 
treasuries. Jn States without a centralized investment unit, estab lishing 
an investment mechanism for local governments wou ld be considernbly 
more difficult. States without financial expertise in short-term invest­
ments probably should not initiate a pooled fund until an investment 
board is operational for several years or until appropriate staff can be 
hired. States with an existing investment agency will need lo consider 
how a sudde11 influx of local funds will alter current opcmtions. For 
instance, comruter programs must be developed by the investmelic 
agency or treasurer's office for proper crrditing of municipal accounts. 
And, until other States duplicate Wisconsin's 1apid deposit and wilh­
drawal system, some mechanism must be cstabl.shed so that local gov­
ernments do not lose substantial interest income from slow transfer of 
1 und~. 

Not all Slates may wish to assume additional functions nnd not all 
Stutes wou· ' receive as many economic benefits as Wisconsin. If a State 
is not invcsdng in the short-term area. local government funds would 
not permit 11 conccntnll'ion of cupitul and higher yields. If n Stale is not 
experiencing cash flow problems or uistributing lurgt: sums of cash lo 
local government s, the pooled fund wou ld be less nttrnctivc. If there urc 
many cities with their own investment programs, purticipation in the 
pooled fund would be less beneliciul. 

The pooled investmunl fund would uppcar to offer ma11y economic 
benefits lo state and local governments, given on appropriate invest­
ment framework. This fund will not so lve any major existing problem 
but it may generate state and local revenues withoul extrnc1ing these 
resources f'rom rcluct:inl tnxpnycrs. Few programs can be assessed so 
favornl>ly. 
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v. 
THE 

STATE 
WORKING 

BANK 

Anot:1er aspect of the overall cash management system in Wisconsin 
is the "state working bank." The state working bank is selected by the 
State of Wisconsin Investment Board. Authority for selecting the bank 
is found in Section 25 .17 of the Wisconsin Statutes: 

(61) [The Board Shall) ... designate public depositories for the 
deposit of public moneys. . .coming into the hands of the state· 
treasurer; allocate the deposits of all public moneys coming into 
the hands of the state treasurer, and limit the amount of such 
public moneys, as determined from the state treasurer's records, 
which may be deposited in any public depository so designated. 
. . .q_nly such banks as have been named by the investment board_ 
as working banks shall carry state deposits on which checks are 
drawn to conduct the daily business of the state, all of which 
deposits shall be payable on demand. 

The l.t'iislnture wisely avoided enumerating the selection criteria 
.Jeaving that task to the board. Although the Jaw would permit moI..e 
than one workin bank the State of Wisconsin Investment Board has 
concluded that the opera tiona a vm , . · ronly one bank out-

e1g 1 an o erat1ona or JO 1 1c·1 1sa us, 1ere one 
1sconsin bank serving as a depository for the State's fund s. There are 

both operational and fiscal advantages from having one stale bank in­
stead or two. Coordination among a single working b;ulk , the invest· 
ment board, and the treasurer's office is an easier task because of a 
single disbursement account. Fewer man-hours are required to resolve 
any problems or issues when lhcrc is only one bank and better service 
usually results from having a super account with one bank instead of 
medium-sized accounts with two banks. • instead of 

.l}Yo has u fisc:1l benefit as well in that no in ' o 
transfer time between ;111ks. 

The state work111g banR in Wisconsin is s1•lected....QJLthe basi,s;of 
proposals submitted by the interested b · 28 C\l l-

usc >roe· urcs rnre 1s no endin 
mcnl has been normal. 1t is anticipalccl that a thorough review of costs 
and services wi ll occur nt two-year intervals. Either the S tnt~ or bank 
CHn terminate the arrangement with 12 months notice. 

Acrivitics of the State Working Bnnk 
•• .:i banker for the State, l'hc First Wisconsin Nationul Bank will 

provide many of the services it provides for it s largest corpora te cus­
tomers. In its rl!lutions with its banker, the State's objectives arc the 
same us a corporution's: (I) nccurn lc rcnrc tion of its cash situation at 
uny point in time, (2) efficiency in the provision of services al a rcason­
ublc cost, and (3) rapid und accuralc trunsfer or funds in onlcr that the 
": lute cm1 mnkc muximum earnings on it s funds. 

The state iiccount rungcs from $2 million to $100 million on any 
particular day. Thus, the vo lume of work is considerable. During the 
yeur. there will be eight million deposit items lo the slate a~count that 
must be processed. There will be 4.6 million checks and 4.5 million 
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