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December 14, 1953.

The President,

The White House,

Washington 25, D. 0.

My dear Mr. President : I have the honor to present herewith the

report of the Advisory Committee on Government Housing Policies

and Programs.

The Committee's report, including the reports of the several Sub-

committees, has been agreed to by each of the members. This does not

mean that there is unanimous agreement by each and every member

as to each and every recommendation. Each of the Committee recom-

mendations was adopted by a majority vote. Where a substantial

number of the members disagreed with the majority, both points of

view have been presented in the report in order that you may have

the advantage of the full thinking of the Committee members.

During the 9 weeks that the Committee has been studying the

Federal Government's housing programs and organization, it has

been mindful of your specific request that there be developed a series

of recommendations which would clearly identify the proper role of

the Federal Government in the housing field and outline more eco-

nomical and effective means for improving the housing conditions of

our people." It is most certainly the consensus of the Committee that

the recommendations as a whole represent a sound approach to the task

of better meeting the housing needs of our people.

I cannot conclude my formal presentation of the Committee report

without emphasizing the great sincerity and dedication to the task

you assigned them which motivated each and every member of the

Committee.

Respectfully,

<^&*>J7&C^s>^

Chairman.
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REPORT OF THE PRESIDENT'S ADVISORY COMMITTEE

ON GOVERNMENT HOUSING POLICIES AND PROGRAMS

The President of the United States has asked for recommendations

to develop a new and revitalized housing program. That program

should meet the problems of housing and sound community develop-

ment through a series of related actions. Recognizing this, no single

recommendation of the Committee could be considered an adequate

solution in itselfâ��the program must be closely integrated, compre-

hensive, and meet the twin objectives of satisfying the demand of the

American people for good homes and the maintenance of a sound and

growing economy.

To accomplish these aims, action is recommended in five areas:

First, a vigorous attack on slums and a broad effort to prevent the

spread of slums; second, the effective maintenance and utilization of

existing houses; third, a steady increase in the volume of building of

new houses; fourth, special assistance for families of low income;

fifth, reorganization of the Housing Agency itself for greater effi-

ciency and economy.

To wipe out existing slums and to check the spread of blight is a

major goal of our housing program. To reach this goal we must re-

move houses and clear areas of our cities which are beyond recall; we

must restore to sound condition all dwellings worth saving. In this

way we can establish as healthy neighborhoods vast areas of our cities

which are now blighted or badly threatened by blight.

A piecemeal attack on slums simply will not workâ��occasional

thrusts at slum pockets in one section of a city will only push slums

to other sections unless an effective program exists for attacking the

entire problem of urban decay. Programs for slum prevention, for

rehabilitation of existing houses and neighborhoods, and for demoli-

tion of wornout structures and areas must advance along a broad

unified front to accomplish the renewal of our towns and cities. This

approach must be vigorously carried out in the localities themselves,

and will require local solutions which vary widely from city to city.

The Committee is impressed with the tremendous interest evident

throughout the country in rehabilitation and neighborhood conserva-

tion as well as the important corrective efforts recently launched in

some of our cities. The program recommended here is designed to

encourage and stimulate this activity through:

(1) Federal assistance to help communities help themselves attack

the problem of the spread of slums at every stage of urban decay.

Federal grants and loans to communities are recommended for the

clearance of slums and for providing parks, playgrounds, street im-
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provements, and other public facilities required for the effective

rehabilitation and maintenance of healthy neighborhoods;

(2) Extension of long-term FHA mortgage insurance into desig-

nated older areas of our communities so that liberal financing will be

available to build and to rehabilitate dwelling units for sale and rent ;

(3) The establishment of an advisory service in the Housing and.

Home Finance Agency to help the cities keep posted on new techniques

for urban renewal as they evolve among cities throughout the country,

and

(4) The formation outside Government of a broadly representa-

tive national organization to help promote and lead this dynamic

program for renewal of the towns and cities of America.

The development of effective renewal projects in some cities will

help and guide others, and will point the way for the whole of the

urban renewal program. To accelerate development of sound pilot

projects the Committee recommends that a special fund of $5 million

be made available to the Urban Renewal Administrator with wide

discretion as to its use on experimental projects in selected com-

munities.

As a further continuing encouragement to high-level performance

by the communities, it is recommended that one-third of the Federal

grants made annually by the Congress for the purpose of betterment

in housing be made specifically available to those communities with

outstanding performance records in attacking the problems of urban

decay.

The Committee recommends certain modifications of the FHA pro-

gram to adapt insured mortgage lending on new and existing homes

to the special housing needs of low-income families. It recommends

this program be undertaken on a limited basis.

It must be recognized that certain of our families, because of their

low-income status, are unable to pay the costs of good housing. Also,

any speedup in activity designed to cure urban blight will almost

surely aggravate the conditions faced by these families and minority

groups. Some form of public subsidy is required to meet this problem.

The Committee is therefore recommending that the program of sub-

sidized low-rent public housing as enacted by the Congress in the

Housing Act of 1949 be continued. However, a number of amend-

ments are offered to this Act which experience has demonstrated are

needed in the operation of that program. Among these is a recom-

mendation that low-income families displaced as a result of slum

clearance, rehabilitation, or other public works be given preference in

admission to subsidized public housing.

The Committee is deeply concerned with the housing problems of

minority groups. Too often, the opportunities of minority group
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families to obtain adequate housing are extremely limited or non-

existent. Too often, the workings of our free economy do not provide

solutions that benefit minorities. The recommendations contained

herein, if supplemented by changes in the attitude of private investors

and bolstered by vigorous administrative practice, offer a basis for

substantial improvements in the housing conditions of minority

groups. Legislation alone cannot provide needed sites, a flow of mort-

gage funds, needed new construction, nor a solution of neighborhood

and related problems. The legislation recommended will help, and,

along with vigorous activities by public officials and private organ-

izations throughout the Nation, real progress can be made in this field.

Another and vitally important part of the comprehensive program

recognizes that certain actions should be taken to encourage a con-

tinued large volume of new building and the maintenance of existing

housing. The flow of private-lending funds must be encouraged.

The well established activities of the Federal Home Loan Bank Sys-

tem and the Federal Housing Administration should be continued, and

provisions of the FHA system should be modified to assure greater

adaptability to present-day conditions. In addition, a privately

financed secondary market facility should be established to level out

the peaks and valleys in the flow of funds for mortgage investment,

particularly in the smaller communities and those areas chronically

short of investment capital. A committee of informed Government

officials should be established and empowered to make certain that

maximum interest rates on mortgages carrying FHA and VA insur-

ance are responsive to upward or downward changes in the money

market.

A number of recommendations are made in the interest of efficiency

and economy to consolidate and simplify the organization of housing

activities of the Federal Government. These activities should be

grouped within a single agency, headed by an administrator with

clear supervisory authority. The administrator should be relieved

of direct operating responsibilities. A number of current activities

have been found unnecessary, and should be terminated. Others do

not properly belong in the Housing Agency and should be transferred

to other agencies or departments.

It must be reemphasized that these recommendations are a part of

a comprehensive program and that no one nor even an exclusive group-

ing of these recommendations can serve to accomplish the aims of the

Committee. The primary concern of the Committee has been to

broaden the whole approach to bettering the living conditions of the

American people. It is in this spirit that the specific and detailed

recommendations which follow are respectfully presented for the

consideration of the President.
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SUMMARY OF THE ADVISORY COMMITTEE'S SPECIFIC

RECOMMENDATIONS

In order to carry out its detailed studies of the Government's hous-

ing policies and programs, the Advisory Committee set up five Sub-

committees. The work of these Subcommittees was coordinated by

the Executive Committee. The conclusions and recommendations of

the several Subcommittees were reviewed, and in some cases modified,

by the full Advisory Committee. The recommendations below are

those finally adopted by the Advisory Committee. They are grouped

by major purpose rather than by reference to the Subcommittees

which originally proposed them. The reports of the various Subcom-

mittees constitute the appendices of this report. Appendix 1 is the

report of the Subcommittee on FHA and VA Housing Programs and

Operations; Appendix 2 is the report of the Subcommittee on Urban

Redevelopment, Rehabilitation and Conservation; Appendix 3 is the

report of the Subcommittee on Housing for Low-Income Families;

Appendix 4 is the report of the Subcommittee on Housing Credit

Facilities; Appendix 5 is the report of the Subcommittee on Organi-

zation of Federal Housing Activities in the Federal Government. In

connection with each of the Advisory Committee's recommendations

below, a reference is provided to the portions of the appendices which

deal with the same subject.

I. Statement of Basic Policy " .

It is the conviction of this Committee that the constant improvement

of the living conditions of all the people is best accomplished under a

strong, free, competitive economy, that every action taken by Govern-

ment in respect to housing should be for the purpose of facilitating the

operation of that economy to provide adequate housing for all the

people, to meet demands for new building, to assure the maintenance,

restoration, and utilization of the existing stock of housing, and the

elimination of conditions that create hazards to public safety and wel-

fare and to the economic health of our communities, and that only those

measures that prove to be successful in meeting these objectives should

be continued.

II. Recommendations Designed To Provide Special Aids to Local Com-

munities and to Property Owners To Encourage the Conservation and

Renewal of Decaying Neighborhoods

1. The program of Federal loans and grants established by title I

of the Housing Act of 1949 should be broadened. It should provide
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assistance to communities for rehabilitation and conservation of areas

worth saving as well as for the clearance and redevelopment of worn-

out areas. It should make Federal loans and grants available for well-

planned neighborhood projects at any stage of the urban renewal

process provided they will clear blight and establish sound healthy

neighborhoods. (Appendix 2, Recommendations 1 and 3.)

2. An urban renewal fund should be established to provide both

loans and grants to local communities for urban renewal. The size

of the fund should be sufficient to permit necessary advance planning

and it should be augmented yearly in such amounts as the Administra-

tion and the Congress may determine. The grant funds presently au-

thorized and unused under Title I of the Housing Act of 1949 should

be transferred to the urban renewal fund. The studies of the Com-

mittee indicate that they are adequate to cover requirements for at least

the next fiscal year. Additions to the fund should be made yearly in

such amounts as the Administration and the Congress may determine,

taking into consideration the capacity of the program and the financial

ability of the Federal Government to provide the necessary funds.

(Appendix 2, Recommendation 5.)

3. To provide technical and professional assistance to communi-

ties, at their request, for the planning and development of programs

for urban renewal, an urban renewal service should be established in

the Urban Renewal Administration (a proposed new constituent of

the Housing and Home Finance Agency, which will be described later

in this report). (Appendix 2, Recommendation 6.)

4. To encourage more effective action among the cities in facing

up to their problems of blight the present basis for geographical allo-

cation of funds should be modified to make one-third of the capital

grant funds available to those cities showing the highest level of per-

formance in a positive overall attack on urban decay. (Appendix 2,

Recommendation 10.)

5. A special fund of $5 million should be set aside from the pres-

ently authorized funds for grants under Title I of the Housing Act

of 1949 to be used in testing, developing, and reporting slum preven-

tion and slum elimination techniques in American communities. Ex-

penditures from this fund should be on a two-thirds grant basis but

should be made available to communities without regard to the restric-

tions imposed on other loan and grant funds. Lessons learned

through this activity will be of great value to other cities and to the

Federal Government in the refinement and improvement of the urban

renewal program. (Appendix 2, Recommendation 11.)

6. To help the smaller communities and to stimulate planning and

action on a metropolitan area basis, grants are recommended on a

matching basis to state or metropolitan area governmental planning
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agencies to cover the cost of technical assistance. (Appendix 2, Rec-

ommendation 16.)

7. The Federal Housing Administration should be authorized to

insure the private financing of dwellings in urban renewal areas. To

carry out this recommendation the Committee urges that Title II of

the National Housing Act be amended by the addition of a new Sec-

tion 220 which would empower the Federal Housing Commissioner

to insure loans on liberal terms for the rehabilitation of existing prop-

erties and for the construction of new dwellings in designated renewal

areas, provided the local community has taken appropriate action and

presented evidence that it has developed a workable program to at-

tack the problem of urban decay. The Committee agrees that unrea-

sonable rent increases ought not to follow rehabilitation. The Section

220 proposal contemplates the establishment of maximum rents for

structures of 12 or more units. This control would follow the same

procedures now used by the Federal Housing Administration in its

large-scale rental housing program. A substantial minority felt that

similar provision should be made to cover all rehabilitated structures

including single-family homes. (Appendix 1, Recommendation 16;

Appendix 2, Recommendation 7; Appendix 3, Recommendation 1.)

8. To see to it that Federal assistance as related to local programs

which actually face up to the local problems, the Committee recom-

mends that extension of Federal financial assistance and the insur-

ance of mortgages in urban renewal areas be conditioned upon the

submission by the local communities of a workable program to attack

the problem of urban decay.

The same type of evidence should be presented by the community

before Federal assistance is granted for low-rent subsidized housing.

Determinations regarding compliance with the requirements should

be made by the Housing and Home Finance Administrator on the

advice and recommendation of the Urban Renewal Administration,

in order that all Federal action, be it in the form of loans, grants or

mortgage insurance in urban renewal areas can be closely coordinated

in the interest of both the local community and the Federal Govern-

ment. (Appendix 2, Recommendations 2, 3, 8 and 9; Appendix 3,

Recommendation 5; Attachment to Appendix 3.)

9. A broadly representative private organization should be formed

outside the Federal Government with congressional and/or Presi-

dential sponsorship to mobilize public opinion in support of vigorous

action by the communities in slum prevention, neighborhood conser-

vation and other urban renewal activities. There is a need for

vigorous and responsible leadership on a national scale to promote

the type of integrated urban renewal program which is recom-

mended. Such an undertaking should not be a direct activity of the

282789â��54 2 7
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sonable rent increases ought not to follow rehabilitation. The Section 
220 proposal contemplates the establishment of maximum rents for 
structures of 12 or more units. This control would follow the same 
procedures now used by the Federal Housing Administration in its 
large-scale rental housing program. A substantial minority felt that 
similar provision should be made to cover all rehabilitated structures 
including single-family homes. (Appendix 1, Recommendation 16; 
Appendix 2, Recommendation 7; Appendix 3, Recommendation 1.) 

8. To see to it that Federal assistance as related to local programs 
which actually face up to the local problems, the Committee recom
mends that extension of Federal financial assistance and the insur
ance of mortgages in urban renewal areas be conditioned upon the 
submission by the local communities of a workable program to attack 
the problem of urban decay. 

The same type of evidence should be presented by the community 
before Federal assistance is granted for low-rent subsidized housing. 
Determinations regarding compliance with the requirements should 
be made by the Housing and Home Finance Administrator on the 
advice and recommendation of the Urban Renewal Administration, 
in order that all Federal action, be it in the form of loans, grants or 
mortgage insurance in urban renewal areas can be closely coordinated 
in the interest of both the local community and the Federal Govern
ment. (Appendix 2, Recommendations 2, 3, 8 and 9; Appendix 3, 
Recommendation 5; Attachment to Appendix 3.) 

9. A broadly representative private organization should be formed 
outside the Federal Government with congressional and/or Presi
dential sponsorship to mobilize public opinion in support of vigorous 
action by the communities in slum prevention, neighborhood conser
vation and other urban renewal activities. There is a need for 
vigorous and responsible leadership on a national scale to promote 
the type of integrated urban renewal program which is recom
mended. Such an undertaking should not be a direct activity of the 
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Federal Government but rather should be carried out by a private

organization which will bring together top leaders in business and

labor, trade, civic and religious organizations. (Appendix 2, Recom-

mendation 12.)

10. The Committee urges that this private national organization

encourage inquiries into the ownership and operation of slum property

and the failure of cities to compel compliance with their health and

housing codes. Such inquiries into the nature of the slum problem

and some of its principal causes can be important first steps in

activating public opinion in support of effective slum prevention and

urban renewal programs. Appendix 2, Recommendation 13.)

HI. Recommendations Designed To Maintain and Improve the Existing

Housing Supply

1. The minimum down payments and maximum amortization

periods recommended elsewhere in the report for Section 203 of the

National Housing Act should be made available to both existing and

new homes. The adoption of this recommendation will put good used

housing within the financial reach of more families. (Appendix 1,

Recommendation 5.)

2. Title I of the National Housing Act should be amended to permit

Class I (a) loans to finance the modernization or repair of existing

structures up to a maximum amount of $3,000 with a maximum term

of 5 years. This recommendation is designed to permit somewhat

larger character loans for a longer amortization period to encourage

the modernization of single-family homes. (Appendix 1, Recom-

mendation 1.)

3. With respect to the insurance of Class I (b) loans for the modern-

ization, repair, or conversion of residential structures which is now

authorized under Title I of the National Housing Act, the Committee

recommends two changes. First, for those structures which are de-

signed for the use of 2 to 4 families, the present $10,000 loan limita-

tion should be retained but the maximum term of the loan should be

increased to 10 years. Second, for the rehabilitation of larger prop-

erties designed to accommodate more than four families, it is recom-

mended that insurance of loans be authorized up to a maximum of

$10,000 per structure or $1,500 per unit, whichever is greater, and

have a maximum term of 10 years. (Appendix 1, Recommendation 2.)

4. The Federal Housing Administration should utilize every avail-

able administrative control to assure that home owners are protected

against possible losses from irresponsible parties utilizing the modern-

ization program under Title I of the National Housing Act. (Ap-

pendix 1, Recommendation 3.)
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5. The National Housing Act should be amended to permit the

Federal Housing Administration to include an open-end clause in its

insurance contracts. Although it is recognized that there are some

legal difficulties in this recommendation, it is the opinion of the Com-

mittee that wherever State laws permit, the Federal Housing Admin-

istration should authorize open-end mortgages, provided advances

of funds under such mortgages are used exclusively for repairs, im-

provements, enlargements, modernization, or permanent additions to

the realty. (Appendix 1, Kecommendation 25.)

6. Appropriate administrative steps should be taken by the Federal

Housing Commissioner to permit wider use of the trade-in house pro-

gram as a means of upgrading the existing inventory of housing.

(Appendix 1, Kecommendation 28.)

IV. Recommendations Designed To Encourage Private Building Activity

1. Section 203 of the National Housing Act should be amended to

provide Federal Housing Administration insurance of mortgage loans

on 1- to 4-family homes of 95 percent of the first $8,000 of the value

and 75 percent of the excess with an increase in mortgage ceilings

to $20,000 for 1- and 2-family dwellings, $27,500 for 3-family dwell-

ings, and $35,000 for 4-family dwellings. (Appendix 1, Kecommen-

dation 6.)

2. The maximum term for all home mortgages insured under Sec-

tion 203 of the National Housing Act should be increased to 30 years.

(Appendix 1, Recommendation 7.)

3. For multif amily rental housing under Section 207 of the National

Housing Act the upper mortgage limit of $10,000 per unit should be

removed and the maximum mortgage should be determined by apply-

ing $2,000 per room or 80 percent of value, whichever is less, with

$2,400 per room for fire resistant or fireproof elevator structures. For

projects having an average of less than four rooms the $7,200 maxi-

mum mortgage should be retained. (Appendix 1, Recommenda-

tion 13.)

4. Section 207 of the National Housing Act should be amended to

clarify the authority of the Federal Housing Administration to insure

loans up to 90 percent of value but not in excess of $7,200 on projects

where the average number of bedrooms is not less than two per unit.

(Appendix 1, Recommendation 14.)

5. Mortgage ceilings for cooperative housing projects under Section

213 of the National Housing Act should be modified to provide $2,250

per room if there are 4 or more rooms per unit; $2,700 per room for

fire resistant or fireproof elevator structures; $8,100 per unit for

projects averaging less than 4 rooms per unit. But in no case should

these amounts be in excess of 90 percent of cost. For projects with
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more than 50 percent veteran participation the mortgage ceilings

should be increased appropriately to allow for the 95 percent mortgage

which is available to them. (Appendix 1, Recommendation 15.)

6. The term of all Federal Housing Administration debentures

issued in settlement of foreclosure claims should be 10 years from

date of issue. (Appendix 1, Recommendation 23.)

7. The privilege of using Federal Housing Administration de-

bentures in payment of insurance premiums should be continued with-

out change. (Appendix 1, Recommendation 24.)

8. Title I, Section 8 of the National Housing Act should be repealed

and a similar program should be set up in Section 203. The maximum

insurable mortgage should be increased from $5,700 to $6,000. In

addition, the Federal Housing Commissioner should be authorized

to permit a service charge on such loans. (Appendix 1, Recommenda-

tions 4 and 8.)

9. The Federal Housing Administration should be provided with a

single, revolving insurance authorization to cover all mortgage insur-

ance operations. During any fiscal year the total authorization should

not exceed the sum of outstanding balances of insured mortgages in

force and outstanding commitments as of the beginning of the fiscal

year plus $3 billion. (Appendix 1, Recommendation 26.)

10. The group accounts now maintained under the mutual mortgage

insurance system under Section 203 of the National Housing Act

should be merged into a single insurance fund. (Appendix 1, Recom-

mendation 12.)

11. An objective and independent long range study of prospective

foreclosure and loss experience of the Federal Housing Administra-

tion's insurance programs should be made. (Appendix 4, Recom-

mendation 4; Appendix 1, page 40.)

12. An objective and independent long range study of probable

losses on Veterans Administration guaranteed loans should be made.

(Appendix 1, Recommendation 32; and Appendix 4, Recommenda-

tion 5.)

13. The Federal Housing Administration and the Veterans Ad-

ministration should consider providing special assistance to mortga-

gees in small communities in the preparation of applications for the

insurance or guaranty of loans. (Appendix 1, Recommendation 30.)

14. The Veterans Administration should seek advice of lending in-

stitutions in revising and simplifying its regulations, and committees

of lenders should be formed to place applications for Veterans Ad-

ministration direct loans with private lenders wherever practicable.

(Appendix 4, Recommendation 3.)

15. Congress and the Appropriations Committees should be urged

to return to the principles of Public Law 387, 81st Congress, or to
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develop another formula designed to achieve the objective of flexibility

in the operating expense budget of the Federal Housing Administra-

tion. The Federal Housing Administration would be able to operate

much more efficiently if the annual amounts it was authorized to spend

for administrative expenses were based on a percentage of income

rather than a fixed dollar ceiling. (Appendix 1, Kecommendation 27.)

16. The Federal Housing Administration insurance contracts

* should be standardized to provide for an allowance to the mortgagee

of $75 or two-thirds of actual approved foreclosure costs, whichever

is the greater. (Appendix 1, Recommendation 22.)

17. The Committee recommends against the adoption of a manda-

tory builder's warranty in connection with Government-insured or

guaranteed home mortgage financing. This conclusion was reached

after thorough review of the present positive procedures of the Fed-

eral Housing Administration and the Veterans Administration which,

in the opinion of the Committee, are now effectively handling justi-

fied complaints of homeowners who have acquired defective housing.

The Committee believes that the objective of the mandatory builder's

warranty, with which it is in full accord, can be better attained under

the present administrative procedures of the two agencies rather than

through a mandatory requirement. A minority of the Committee

disagreed with this conclusion. (Appendix 1, Recommendation 29.)

18. The Treasury Department and the appropriate Congressional

Committees should be requested to study whether there are tax in-

equities which deter private investment in rental housing, and, based

on such findings, appropriate action should be taken. The Committee

is impressed with the need for such an inquiry. However, since the

Committee had neither the time nor the competence to carry out a

study of this kind, it recommends that it be undertaken by the

Treasury Department. (Appendix 2, Recommendation 17.)

19. A close relationship should be established between housing and

defense officials and when defense criteria affecting urban vulnera-

bility are established, studies should be made of all housing programs

to insure conformance. Additional legislation should be proposed if

necessary. (Appendix 2, Recommendation 18.)

V. Recommendations Designed To Facilitate the Free Operation of the

Mortgage Market and To Make Savings Available for Home Financing

in All Parts of the Country and for All Types of Housing

1. Legislation should be enacted to create a secondary mortgage

market facility to be known as the National Mortgage Marketing

Corporation. The Committee recommends that such a corporation

be federally chartered, with its initial stock of $50 million to be sub-

scribed by lenders eligible to use its facilities. At the end of 90
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days the Federal Home Loan Banks will subscribe an amount neces-

sary to achieve an aggregate subscription of $50 million. The initial

stock would be retired from earnings and the sale of stock to partici-

pating institutions. The Corporation would be authorized to issue

debentures on the private market and without a governmental guar-

anty up to 12 times the amount of its stock and surplus but in no

event in an amount exceeding the unpaid balance of FHA-insured

and VA-guaranteed mortgages which it holds. It is expected that

the Corporation would purchase and sell only those mortgages for

which a normal market exists. Institutions selling mortgages to the

Corporation would be required to maintain at all times stock of not

more than 4 percent of the unpaid balance of their mortgages held

by the Corporation. It is believed that a corporation of this type

can be successfully established without Government funds and Gov-

ernment guaranties, that it can successfully raise its own funds in

the private market, and that it can fulfill an unmet need by facili-

tating the flow of long-term savings into sound programs and areas

of the country where such investment funds are not available in ade-

quate supply. It is further recommended that the Home Loan Bank

Board be abolished and that a broadly representative five-man board

be created to supervise the Federal Home Loan Bank System, the

Federal Savings and Loan Insurance Corporation, and the National

Mortgage Marketing Corporation. (Appendix 4, Recommendation 2.)

A substantial minority of the Committee has disagreed with certain

aspects of the National Mortgage Marketing Corporation as recom-

mended by the majority. Those who differ with the proposal believe

that the Treasury should have authority to guarantee limited amounts

of the debentures of the Corporation, as necessary, to enable the Cor-

poration to support the proposed new programs for insurance of

mortgages in urban renewal areas and for the insurance of long term,

small down payment loans to low-income families. They believe, also,

that the Corporation should not be capitalized with funds subscribed

by the Federal Home Loan Banks but rather by the temporary utili-

zation of funds to be transferred from the Federal National Mortgage

Association and thereafter retired from the proceeds of stock sub-

scription purchased by participating institutions. In addition, the

Corporation should be authorized to make loans on the security of

insured and guaranteed mortgages. Although the majority report

did not prohibit the granting of advance commitments by the Corpo-

ration, the minority desired to have this authority made explicit. The

minority also believed that the minimum stock investment of financial

institutions selling mortgages to the Corporation should be 2 percent

of the unpaid balances of mortgages held by the Corporation rather

than the 4 percent figure contemplated by the majority. The minor-

k
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ity, moreover, did not believe that the new National Mortgage Market-

ing Corporation should be administered by the same board which

would also be in charge of supervising the Federal Home Loan Bank

System. (Attachment to Appendix 4.)

2. Legislation should be enacted to create a Committee of informed

Government officials to review and set from time to time the ceiling

interest rate on FHA-insured and VA-guaranteed mortgage loans.

This Committee would also be responsible for establishing the per-

missible charges which may be made for the expense of originating

FHA-insured and VA-guaranteed mortgages and the rate of interest

on debentures issued by the FHA in settlement of foreclosure claims.

The interest rate on the debentures would be set at the time the mort-

gage is insured and at a rate not higher than the current average yield

on all outstanding marketable obligations of the United States Gov-

ernment having a remaining maturity of 15 years or more. The

established ceiling interest rates on FHA-insured and VA-guaranteed

loans, referred to above, should not exceed by more than 2y2 per-

centage points the current average yield on obligations of the United

States Government having a remaining maturity of 15 years or more.

(Appendix 4, Kecommendation 1.)

3. The regulations of the Federal Housing Administration and the

Veterans Administration should be amended to permit and encourage

lenders to participate in the origination and purchase of individual

mortgages. Appropriate amendments should also be made to Federal

and State laws to permit purchase of such participations by financial

institutions. If these changes are made there will be a considerable

increase in the flow of mortgage funds to small communities where it

is now difficult to sell mortgages to large investment institutions.

(Appendix 4, Recommendation 6; Appendix 1, page 62.)

4. The Federal Housing Commissioner should be authorized to

permit a service charge to compensate lenders for the additional cost

of making and servicing loans in small communities. This recom-

mendation is designed to facilitate the flow of mortgage funds to small

communities. (Appendix 1, Recommendation 9.)

5. The Housing and Home Finance Administrator should study

proposals for the establishment of a cooperative housing mortgage

corporation to assist in the production and financing of cooperative

housing projects. (Appendix 1, page 42.)

VI. Recommendations Designed to Provide Housing for Low-Income

Families

1. For an experimental period of 2 years the Federal Housing

Administration should be authorized to insure 40-year, 100-percent

loans up to $7,600 per dwelling unit or up to $8,600 per dwelling unit
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is now difficult to sell mortgages to large investment institutions. 
(Appendix 4, Recommendation 6; Appendix 1, page 62.) 

4. The Federal Housing Commissioner should be authorized to 
permit a service charge to compensate lenders for the additional cost 
of making and servicing loans in small communities. This recom
mendation is designed to facilitate the How of mortgage funds to small 
communities. (Appendix 1, Recommendation 9.) 

5. The Housing and Home Finance Admjnistrator should study 
proposals for the establishment of a cooperative housing mortgage 
corporation to assist in the production and financing of cooperative 
housing projects. (Appendix 1, page 42.) 

'TI. Recommendations Designed to Provide Housing for Low-Income 
Families 

1. For an experimental period of 2 years the Federal Housing 
Administration should be authorized to insure 40-year, 100-percent 
loans up to $7,600 per dwelling unit or up to $8,600 per dwelling unit 
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in high-cost areas as determined by the Federal Housing Commis-

sioner. This special mortgage insurance program, proposed as a new

Section 221 of the National Housing Act, is designed to meet the

housing requirements of low-income families as determined by the

Federal Housing Commissioner. Purchasers under this program

should be required to make a minimum cash payment of $200 includ-

ing amounts to cover settlement costs and initial payments for taxes,

hazard insurance, and similar prepaid expenses. The Federal Hous-

ing Administration should be authorized to issue commitments to

builders, or owners of rental houses, up to 85 percent of value with

provision for the conversion of the temporary loan into a permanent

loan up to 100 percent of value upon sale to qualified owner-occupant

purchasers. It is expected that with this authority it will be possible

for sponsors to construct, purchase, or rehabilitate modest houses of

the type contemplated in this recommendation, to be rented under a

lease-purchase contract to low-income families who are not able to

qualify under Federal Housing Administration credit standards.

Such families should be given an opportunity to purchase their homes

when their incomes increase sufficiently to enable them to meet normal

credit standards. In the administration of this program, preference

should be given to extending these liberal terms to families displaced

by public housing, urban renewal, or various demolition programs.

A separate insurance fund should be established for the protection of

mortgages insured under Section 221 with a proviso that there may be

no transfer of assets between this fund and other FHA mortgage

insurance funds. (Appendix 1, Kecommendation 17.)

A substantial minority on the Committee disagreed with certain

aspects of the proposed program of home ownership under the new

Section 221. Some members disagreed with such an extension of

insured mortgage lending. Members of the Subcommittee on Hous-

ing for Low-Income Families differed with the recommendation and

would have preferred to see the Federal Housing Administration

authorized to insure mortgages up to 95 percent of value and for a

term up to 40 years without limitation as to economic status of bor-

rower and with a requirement for monthly maintenance payments

equivalent to 10 percent of debt service to be held in trust by the

mortgagee. They also suggested that in the operation of such a pro-

gram the estimated total annual housing expense to the home pur-

chaser (as denned by the Federal Housing Administration) should

not exceed 20 percent of the mortgagor's annual income (as defined

by the Federal Housing Administration). They recommended that

in event of default Federal Housing Administration debentures should

be for the same term as the unexpired term of the mortgage and should

bear interest at the time of issuance at a rate equivalent to the current
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rate on Government bonds. It was further suggested that the Fed-

eral National Mortgage Association or some similar Government-

sponsored corporation be placed in readiness to purchase mortgages,

within appropriate limits, for the purpose of inaugurating and testing

such a program. (Appendix 3, Kecommendation 2.)

The Subcommittee on FHA and VA Housing Programs and Opera-

tions originally recommended that loans insured under Section 221

could, at the option of the mortgagee, be assigned to the Federal Hous-

ing Administration at the end of 20 years in exchange for debentures

equivalent in amount to the scheduled outstanding principal balance.

They proposed that these debentures, as well as those issued in event

of default, should bear an interest rate determined at time of issuance

equivalent to the current yield of Government bonds of comparable

term and that lenders should be covered completely against any loss

by reason of foreclosure expenses. These recommendations were not

accepted by the Advisory Committee. (Appendix 1, Exhibit 15.)

2. To meet the continuing housing needs of low-income families, and

pending demonstrated progress of other programs recommended by

the Committee designed to stimulate through Federal Housing Ad-

ministration mortgage insurance the private production of housing for

low-income families and the rehabilitation of obsolete structures in

decaying neighborhoods, the Committee recommends a continuation

of the public housing program as contained in the Housing Act of

1949, with certain amendments summarized below. The Committee

believes that determinations as to the size of the program and the

method of financing it are responsibilities of the Administration and

the Congress. The Committee is unanimous in its belief in the objec-

tive of a more effective operation of the private housing market so as

to steadily lessen the need for direct subsidies. (Appendix 3, Kecom-

mendation 3; Attachment to Appendix 3.)

3. The Housing Act of 1949 should be amended to provide that the

presently authorized payments in lieu of taxes, by local housing au-

thorities to local governments, up to 10 percent of shelter rents be

made mandatory. Provision should further be made by statute that

the local contribution to the operation of public housing projects

through the method of tax exemption should equal at least 20 percent

of the Federal contribution. The Committee also recommends that

where state law permits, and the localities so desire, public housing

for low-income families may be subject to full taxation provided the

locality agrees to pay in cash the difference between full taxation and

10 percent of the shelter rents so long as there is a Federal annual con-

tribution. Where the local contribution is made through tax exemp-

tion the amount of full taxes that would have been charged if the hous-

ing were privately owned and the payment in lieu of taxes received
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should be made matters of public record. Lastly, where local contribu-

tions are made in the form of either tax exemption or cash, estimates

of such amounts should be made a matter of public record prior to

the conclusion of a contract between the Federal Government and

a local housing authority for annual Federal contributions. (Ap-

pendix 3, Recommendation 7; Attachment to Appendix 3.)

4. Preference for occupancy in public housing among eligible

families is now given to families of veterans and families displaced

by slum clearance. This preference should be extended also to eligible

families displaced by other public improvements. (Appendix 3,

Recommendation 6.)

5. Wherever feasible, public housing should be built at lower densi-

ties, and the design of public housing projects should conform more

closely to local dwelling patterns and construction practices. This

recommendation is designed to avoid the institutionalized character

of public housing and to facilitate the sale of public housing when no

longer needed for low-income families. (Appendix 3, Recommenda-

tions 9 and 11.)

6. After the capital cost of a public housing project has been amor-

tized, net revenues from operation or proceeds from sale should be

returned to the Federal Government and to the local community in

proportion to their respective contributions. (Appendix 3, Recom-

mendation 4.)

7. Where feasible, existing sound structures, rehabilitated if neces-

sary, should be used for public housing. (Appendix 3, Recommenda-

tion 8; Appendix 2, Recommendation 15.)

8. More attention should be paid in public housing to the problems

of the aged, both in the design and size of dwellings. (Appendix 3,

Recommendation 12.)

VII. Recommendations Designed To Improve the Organization of

Federal Housing Activities

1. There should continue to be a single housing agency headed by

an Administrator appointed by the President by and with the advice

and consent of the Senate. The Administrator should be relieved of

the miscellaneous operating responsibilities now assigned to his im-

mediate office. A reassignment of these functions is proposed in Recom-

mendation Number 3 below. The Administrator should, of course, be

provided with necessary staff assistance which should include the new

position of labor relations adviser. The Administrator should be given

clear authority to supervise and direct, if necessary, the activities of

constituent agencies where any matter of basic policy is involved. The

Committee is convinced that, although the heads of constituent agen-

cies should be fully responsible for the day-to-day operations of the
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programs of their agencies, the Administrator must have clear and

unmistakable authority to supervise constituent operations for and on

behalf of the President. (Appendix 5.)

2. The major housing activities of the Federal Government should

be consolidated into the following five constituents: (Appendix 5.)

a. The Federal Housing Administration.

b. The Public Housing Administration.

c. The Urban Renewal Administration, incorporating the functions

of the present Division of Slum Clearance and Urban Redevelopment

and some of the functions of the present Division of Community

Facilities and Special Operations. Both of these Divisions are now

located in the Office of the Administrator.

d. A Federal Home Loan Board responsible for the administration

of the Federal Home Loan Bank System, the Federal Savings and

Loan Insurance Corporation, and the National Mortgage Marketing

Corporation.

e. A new Housing Management and Disposition Administration

responsible for the management and disposition of Lanham housing,

temporary defense housing constructed under Public Law 139, 82d

Congress, loans to the manufacturers of prefabricated housing, Alaska

housing loans, and acquired property resulting from the activities of

the Federal Housing Administration and the National Mortgage Mar-

keting Corporation.

3. Miscellaneous activities and authorities now in the Administra-

tor's office should be reassigned as follows:

a. Slum clearance and urban redevelopment: This program, amend-

ed to transform and extend it into a broad program of urban renewal,

should become the nucleus of a new constituent known as the Urban

Renewal Administration. Staff of the Division of Community Fa-

cilities and Special Operations not otherwise transferred (see below)

should be assigned to this constituent. (Appendix 5.)

i. Housing research. This program is now in liquidation and it is

not recommended that it be reinstituted on the former basis. At

the same time, there is a need for better current statistical data on

the volume and types of residential construction, mortgage financing

trends, etc. Better data of these types should be obtained through

the Bureau of the Census and other data collection facilities in the

Department of Commerce and the Bureau of Labor Statistics, which

agencies have the facilities for collecting such information ,on a com-

pletely objective basis. (Appendix 5).

o. Community facilities and special operations. This organiza-

tional unit now includes a number of miscellaneous programs. The

following disposition of these activities is recommended (Appen-

dix 5):

(1) Maintenance and disposition of defense public works. This
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activity represents the windup of the Lanham Act public works pro-

vided in World War II. The remaining workload is small, and should

be liquidated as rapidly as possible by staff transferred to the Housing

Management and Disposition Administration.

(2) Advance planning of non-Federal public works. This activity

is also in liquidation and should be expedited to conclusion by the

new Urban Renewal Administration.

(3) Defense community facilities and services. This is an emer-

gency activity under Public Law 139, 82d Congress. The Committee

is not impressed with the need for continuing this legislation. It

should be allowed to expire on June 30, 1954. Staff transferred to

the Urban Renewal Administration should wind up any remaining

projects as rapidly as possible.

(4) Alaska housing program. The Committee is of the opinion

that the need for this program has passed. Any cases in process

should be delegated to the Housing Management and Disposition Ad-

ministration or to the Federal Housing Administration for handling,

and no new business should be accepted.

(5) Prefabricated housing loans. This program has properly been

placed in liquidation. The servicing and disposition of outstanding

loans should be assigned to the Housing Management and Disposition

Administration.

(6) College housing program. It is the conclusion of the Com-

mittee that this is not properly a housing activity. It should be trans-

ferred to the Office of Education, Department of Health, Education

and Welfare.

(7) School construction program. It is the conclusion of the Com-

mittee that this is not a proper activity of a housing agency. It should

be assigned to the Office of Education, Department of Health, Educa-

tion and Welfare.

d. Disposition of Lanham Housing. Although responsibility for

this function vests in the Housing and Home Finance Administrator,

actual operations have been delegated to the Public Housing Adminis-

tration. It is the opinion of the Committee that it is a mistake to

merge a program of housing disposition with a program of low-rent

housing. This activity should be transferred to the new Housing

Management and Disposition Administration. (Appendix 5.)

e. Programing of Defense Housing. It is the opinion of the Com-

mittee that this activity should be abandoned. An extension of Public

Law 139, 82d Congress, is not recommended. Any activity necessary

to the termination of this function should be delegated to the Federal

Housing Administration. (Appendix 5.)

/. Federal National Mortgage Association. The purchasing au-

thority of the Federal National Mortgage Association should be
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terminated and the Association should be transfererd to the new Na-

tional Mortgage Marketing Corporation which should act as a liquidat-

5 rig agent to dispose of the Association's portfolio of mortgages in an

orderly manner. (Appendix 5; Appendix 4, Recommendation 2.)

ff. International Housing Activities should be transferred to the

Foreign Operations Administration. (Appendix 5.)

4. In place of the National Housing Council, the Administrator of

the reorganized housing agency should be provided with a statutory

Advisory Board composed of the heads of the five constituents above

described and a representative of the Administrator of Veterans' Af-

fairs. The Administrator should be required to review with this

Board all current major policy matters with a view toward arriving

at the best possible coordinated decisions. It should be made clear,

however, that in the event the Advisory Board is unable to reach a

conclusion on particular policy questions or if the Administrator is

unable to accept the conclusions of the Advisory Board that his own

decision can be independently made and enforced. (Appendix 5.)

5. The Administrator of the Housing and Home Finance Agency,

the Administrator of Veterans' Affairs, and the Commissioner of the

Federal Housing Administration should be requested to work out an

interagency agreement under which the Veterans Administration

would contract for the Federal Housing Administration to perform

the technical functions of processing veterans' home loan applications

under the present home loan guaranty program. This recommenda-

tion is designed to achieve economy and efficiency by having one agency

of the Federal Government, instead of two, charged with the adminis-

tration of the technical functions of market analysis, land planning

requirements, valuation and appraisal, minimum property and con-

struction standards, and property inspection. To have such process-

ing functions done by one agency should serve to eliminate the added

costs of dealing with two agencies and in the long run to make more

homes available to veterans at lower costs. Under this recommenda-

tion, the Veterans Administration would retain the basic responsibil-

ity for fulfillment of the preferential treatment provided for veterans

under the terms of the Servicemen's Readjustment Act, while at the

same time eliminating the duplication and overlapping of technical

functions presently performed by the Federal Housing Administra-

tion for the mortgage insurance program and by the Veterans Admin-

istration for the home loan guaranty program. (Appendix 1, Recom-

mendation 33.)

6. The Urban Renewal Administration should be charged with the

responsibility of advising the Administrator concerning the programs

developed by the communities to comply with requirements that a

workable program to attack the problem of urban decay has been sub-
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mitted. Based on such findings, it will become the responsibility of

the Administrator to certify to the Federal Housing Administration,

the Public Housing Administration, and the Urban Renewal Adminis-

tration those communities which are eligible for the types of Federal

assistance which are conditioned upon such a certification. (Appen-

dix 2, Recommendation 9.)

VIII. Termination or Modification of Statutory Authorities

1. Title VI of the National Housing Act should be repealed (with

authority to insure mortgages for disposition of Government-owned

housing and certain other routine and technical authorities being

added to title II). Appendix 1, Recommendations 11 and 18.)
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pendix 1, Recommendation 21.)

4. The farm loan provisions of Section 203 (d) of the National

Housing Act should be repealed. It is the opinion of the Commit-

tee that farm housing cannot be separated from farm management

and operation. The Committee, therefore, concluded that questions

relating to farm housing programs should be left for recommendation

by the Department of Agriculture. (Appendix 1, Recommendation

10.)

5. The authority for loans and grants for defense community fa-

cilities under Title II of Public Law 139, 82d Congress, should not be

extended beyond its present expiration date. (Appendix 1, Recom-
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6. Title VIII of the National Housing Act should be extended on a

standby basis but not be used except upon the basis of firm estimates

of need by the Department of Defense. (Appendix 1, Recommenda-

tion 20.)
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November 30,1953.

Honorable Albert M. Cole,

Chairman, President's Advisory Committee on Government

Housing Policies and Programs, Washington 25, D. C.

Dear Sir : The Subcommittee on Federal Housing Administration

and Veterans Administration Housing Programs and Operations sub-

mits herewith its final report for presentation to the President's Ad-

visory Committee on Government Housing Policies and Programs.

Respectfully,

Rodney M. Lockwood, Chairman

William A. Marcus

Robert M. Morgan

Thomas W. Moses

John J. Scully
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NOVEMBER 80, 1953. 

Honorable ALBERT M. COLE, 

Ohairman, President's A.dvisory Oommittee on Government 
Housing Policies and ProgramIJ, Wa8hington S5, D. O. 

DEAR Sm: The Subcommittee on Federal Housing Administration 
and Veterans Administration Housing Programs and Operations sub
mits herewith its final report for presentation to the President's Ad
visory Committee on Government Housing Policies and Programs. 

Respectfully, 
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REPORT OF THE SUBCOMMITTEE ON FHA AND VA

HOUSING PROGRAMS AND OPERATIONS

Your Subcommittee has met in Washington, D. C, for five series of

meetings covering the following dates: September 30, October 1, 15,

16, 17, 23, 24, 25, 30; and November 1, 2, 29, 30. These sessions were

devoted first to a determination of the subjects that properly came

within the jurisdiction of the Subcommittee for investigation and

recommendation. We sought to bring before the Subcommittee those

individuals and representatives of Federal agencies and private or-

ganizations best qualified to advise on the matters under consideration.

There is attached as exhibit 1 a list of persons who have appeared

before the Subcommittee.

Our task was approached with the objective of developing a well-

rounded program for FHA and VA to administer in the best interests

of the home owner, the home builder, the home mortgage lender and

the national economy. The recommendations contained in this report

have been developed with this objective in mind.

The FHA Systems of Mortgage and Loan Insurance

The Subcommittee recommends that the Federal Housing Admin-

istration programs of insurance for home mortgages, rental and co-

operative project mortgages, and property improvement loans be

continued. There is overwhelming evidence that the continuation of

these programs is desirable and serves the general welfare of the

Nation.

Exhibit 2 indicates for each insurance program the annual volume

of insurance written since inauguration of the program along with

the status of the insurance as of June 30,1953.

The recommendations of your Subcommittee, as discussed in detail

below, are designed to strengthen and expand the existing programs

of mortgage insurance. They are designed to provide for the more

complete accomplishment of the basic purposes of the National Hous-

ing Act, to stimulate home ownership and to encourage mortgage

money to come into the market to meet the home financing needs of

the American people.

The recommendations of your Subcommittee, if adopted, will

achieve important consolidations of various existing FHA programs.

They are designed also to correct the unnecessary multiplication of

special purpose programs while at the same time increasing the effec-
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tiveness and efficiency of the programs which are retained. Finally,

they are designed to simplify administration.

Two principal new programs of mortgage insurance are provided

for in our recommendations for (1) an effective attack on urban blight

and slums through a major rehabilitation and redevelopment program

directed by local communities and financed with private funds and

(2) a new approach to provision of new or existing housing for home

ownership by families of low income, especially families requiring

rehousing from substandard accommodations or overcrowded reha-

bilitation areas.

Your Subcommittee has reviewed the reserve position of the FHA

and has been advised that the conduct of these FHA insurance pro-

grams can be accomplished on a self-sustaining basis without expense

to the Treasury. Within the limits permitted by past legislation, the

agency has made maximum provision for avoiding any burden on

the Treasury. However, important changes in the mutual mortgage

insurance system of Section 203 are recommended below in order to

remedy basic inadequacies of the original legislation. These changes

will increase the soundness of the system as a whole by increasing the

accumulation of reserves for future losses, provide greater equity

among various classes of mortgagors in the distribution of participa-

tion dividends, and reduce the administrative and operating costs of

the program.

Detailed recommendations on individual FHA programs follow.

TITLE I

Your Subcommittee has examined the operations of the Federal

Housing Administration under Title I of the National Housing Act

under which loans for the modernization and repair of existing struc-

tures are insured. The Subcommittee directed its attention to three

aspects of the Title I operation: (1) the adequacy of the dollar limi-

tations and terms permitted; (2) the need for a regulatory procedure

to control abuses; (3) the role that the Title I program might play in

the program of rehabilitation and conservation.

Recommendation No. 1:

Title I of the National Housing Act should be amended to permit

the insurance of Class 1 (a) loans to finance the modernization and

repair of existing structures up to a maximum amount of $3,000

and up to a maximum term of 5 years and 32 days.

The present statutory limitation of $2,500 is not sufficient in terms

of today's prices to finance many home modernization operations,

while the present 3-year maximum term requires a debt service on

larger loans that is beyond the ability of many families to carry.
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The Subcommittee recognizes that many loans of this character are

for small amounts and it is expected that the FHA Commissioner

would establish shorter maximum terms with respect to loans of

smaller amounts. The Commissioner should also exercise discretion

in providing for a lower dollar discount rate on larger loans and on

longer term loans. Thus, within the proposed statutory limitations,

the Title I authority could be applied with greater flexibility to assist

in the modernization and repair of single-family residential structures.

Recommendation No. 2:

With respect to Class 1 (b) loans for the modernization, repair or

conversion of residential structures designed for the use of two to

four families, your Subcommittee recommends that the present

$10,000 loan limit be retained but that the permissible term of the

loan be extended up to a maximum of 10 years. The application of

the maximum term should, at the discretion of the Commissioner,

be related to the size of the loan.

For the rehabilitation of larger properties designed to accommodate

more than four dwelling units, your Subcommittee recommends

that insurance of loans be authorized up to a maximum of $10,000

per structure or $1,500 per unit, whichever is greater, and for a

maximum term of 10 years.

In making this recommendation, your Subcommittee recognizes

that loans in the $10,000 range should normally require first mortgage

security. The proposal of the Subcommittee for enactment of a new

Section 220 is designed to handle the bulk of this type of rehabilita-

tion financing. The Subcommittee recognizes, however, that there are

many instances where first mortgage financing is impossible and where,

therefore, there is a need for a different type of assistance to meet the

particular rehabilitation needs of certain structures. In these in-

stances, the FHA Commissioner should have the discretionary author-

ity to apply the higher limits proposed herein.

In the application of this authority, the Commissioner should re-

quire prior credit approval and as a part of the underwriting process

a determination should be reached that the multifamily structure fol-

lowing rehabilitation will be on an appropriate income-producing

basis. The Commissioner should also have the authority to require

such additional security as may be warranted or possible in view

of the individual circumstances involved.
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Recommendation No. 3:

Your Subcommittee recommends that FHA should utilize every

available administrative control to assure that homeowners are pro-

tected against possible losses as a result of the activities of irrespon-

sible parties utilizing the Title I program

Your Subcommittee has discussed reports which have come to its

attention concerning abuses in the Title I operation. The bulk of the

criticism relates to the activities of the so-called "dynamiters" or rack-

eteers who sell products or services to a homeowner and arrange for

his Title I credit with a financial institution. At the present time, the

FHA polices lenders only when there is a complaint of fraud.

The Subcommittee has considered the desirability of requiring

lenders to make an inspection in connection with Title I loans. This

proposal has been explored with representatives of financial institu-

tions and with the administrative personnel of FHA. In the judg-

ment of the Subcommittee, a mandatory inspection requirement would

be unworkable and would serve only to curtail drastically the scope

of the Title I program. There is no doubt in our minds that lenders

have a responsibility and that they should make every endeavor to

police their Title I operations more carefully than they have in the

past.

The FHA has recently issued new regulations which provide for

screening of dealers and for tightening the procedures in those cases

where the homeowner is not dealing directly with the financial insti-

tution. There is attached as Exhibit 3 a description of the scope of

these regulations. It is the judgment of your Subcommittee that these

new regulations will correct the abuses and that no further require-

ment should be imposed in this area at this time.

Your Subcommittee has been advised that the present revolving

insurance authorization for Title I loansâ��which amounts to $1,750

millionâ��is probably adequate for operations until the present expira-

tion date of the program on June 30, 1955. It is our judgment that

this program should at that time be put on a permament basis to avoid

the necessity of constant requests of the Congress for additional

extensions. The need for an increase in insurance authorization

beyond the present $1,750 million limitation for the purpose of estab-

lishing an adequate permanent revolving authorization can be better

determined at that time.
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Recommendation No. 4:

Your Subcommittee recommends that Title I, Section 8, be repealed

and that provision be made for a similar program of low-cost hous-

ing construction as an integral part of Section 203 of the National

Housing Act.

This proposal is described in more detail below in connection with

Recommendation No. 8.

TITLE II

Comprehensive amendment of Title II is recommended to cover

into the Title all of the continuing mortgage insurance programs

administered by FHA; to provide for two new sections: (1) a pro-

gram of neighborhood conservation and rehabilitation in a new Sec-

tion 220 and (2) a program of housing for families requiring reloca-

tion and for low-income families in a new Section 221; and to

strengthen materially the mutual system of insurance provided for

home mortgages. The long-term program formerly provided by

Section 8 of Title I is recommended to be incorporated into this Title,

as are also the residual activities of the emergency programs formerly

provided for in Title VI and Title IX.

The objective of the Subcommittee has been to consolidate the many

programs of the National Housing Act into a number of cohesive sec-

tions, each designed to stimulate and assist the acquisition, financing,

and production of housing. The Subcommittee also recommends

simplication of the programs by eliminating from the statute refer-

ences to rigid standards in instances in which underwriting or regu-

latory controls would be better by permitting the FHA Commis-

sioner wider discretion in adjusting standards to changing program

requirements.

SECTION 203

Recommendation No. 5:

Your Subcommittee recommends that Section 203 mortgage insur-

ance be made available on the same maximum terms and in the

same maximum amounts for both new and existing home financing.

Home purchasers should have equal access to the facilities of the

program in acquiring either new or existing properties. Availability

of improved terms for financing existing homes would be of help

especially to families of moderate and lower incomes and to families

of minority groups in becoming homeowners, acquiring homes of im-

proved quality, and raising their standards of living.

The opportunities for wider use of FHA-insured mortgages in

financing purchases of existing homes are emphasized by the fact that
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fewer than 10 percent of existing home purchases in recent years have

involved new FHA mortgages. Compared with average existing

home purchases of 1,400,000 units annually, as estimated by the Fed-

eral Keserve Board in. its annual survey of consumer finances from

1948 to 1953, the average annual volume of FHA existing home trans-

actions has been only 110,000 units over the same period.

Reconditioning and modernization of existing structures would

be stimulated and assisted by improved terms for mortgage insurance

on existing homes.

Improved financing facilities for existing homes, particularly if

utilized energetically in a development of the trade-in house operation,

would help to maintain the flow of new housing into the inventory

in the same fashion that the used car market with ample financing

assists the production and marketing of new automobiles.

Underwriting processes and valuations can be relied upon to make

any reductions in mortgage terms, either in duration or loan limits,

which may be appropriate for individual existing homes in which

either prospective economic life or long-term value is impaired, as

compared with new construction. FHA administrative rules can also

be relied upon to assure that improved terms for existing homes do

not result in circumvention of FHA programs for improving housing

standards through submission of new homes for mortgage insurance

after construction without the benefit of FHA review of land plan-

ning, home plans and specifications, or FHA architectural inspections

during construction.

Recommendation No. 6:

Your Subcommittee recommends that the scale of insured mortgage

loan ratios be revised to provide for insurance of not in excess of

95 percent of the first $8,000 of value and 75 percent of the excess.

The maximum insurable mortgage should be $20,000 for 1- and

2-family houses, $27,500 for 3-family dwellings and $35,000 for

4-family structures.

Your Subcommittee recommends that the FHA Commissioner be

authorized to establish by administrative action appropriate lower

limits for firm commitments to builder and other non-owner-occu-

pant mortgagors to replace the present rigid limits provided in the

National Housing Act.

Exhibit 4 shows the proposed schedule of maximum mortgage

amounts and minimum down payments by $1,000 intervals of valu-

ation.
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amounts and minimum down payments by $1,000 intervals of valu
ation. 
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For single-family homes, this revision of mortgage loan limits

would provide a single schedule of maximum mortgage amounts. It

would replace the multiplicity of alternatives in the existing statute

under the various subsections of Section 203, which is set forth in

Exhibit 5. Both mortgagors and mortgagees as well as FHA admin-

istration would be benefited by this simplification.

Providing a regularly declining ratio of maximum loan-value ratios

as valuations rise will restore to the range of homes available to mod-

erate income families, especially valuations from $10,000 to $16,000,

approximately the scales of loan-value ratios which existed for this

quality of home prior to "World War II when comparable homes

ranged from perhaps $5,000 to $8,000 in value. Such maximum loans

will contribute materially to the production of higher quality homes

for these moderate income families with sound financing properly re-

lated to their continuing ability to pay.

With respect to 2-, 3-, and 4-family structures, the increased mort-

gage loans limits would encourage production with economically

sound financing of a larger number of smaller rental projects. Such

housing can be expected to aid materially in a solution of the housing

problems of minority group families.

The increase in maximum insurable mortgage amount for one-

family homes from the $16,000 ceiling established in 1934 is recom-

mended in recognition of the fact that the home mortgage financing

activities of typical lending institutions now range upward to at least

this amount of mortgage. The Subcommittee has considered and re-

jected a proposal that maximum insurable loans be restricted to $12,-

000 (approximately $15,000 valuation). As a self-supporting insur-

ance operation, the benefits of FHA insurance should be available to

all families who desire to use the system, without regard to their in-

come. Furthermore, a wider range of activity for such an insurance

system increases opportunities to distribute risk and thus improves

the stability of the system.

It is expected that FHA underwriting and administrative standards

would be established within the maximum limits of this recommenda-

tion so that operative builder mortgagors and other non-owner-occu-

pant mortgagors for single-family homes could obtain appropriately

reduced maximum mortgage limits, perhaps 90 percent of the mort-

gage amounts for which owner-occupants would be eligible. This

procedure will eliminate from the statute present rigid limits for

builder firm commitments.

29

APP. l-SUBCOMMrITEE ON FHA-VA PROGRAMS 

For single-family homes, this revision of mortgage loan limits 
would provide a single schedule of maximum mortgage amounts. It 
would replace the multiplicity of alternatives in the existing statute 
under the various subsections of Section 203, which is set fortI1 in 
Exhibit 5. Both mortgagors and mortgagees as well as FHA admin
istration would be benefited by tllis simplification. 

Providing a regularly declining ratio of maximum loan-value ratios 
as valuations rise will restore to the range of homes available to mod
erate income families, especially valuations from $10,000 to $16,000, 
approximately the scales of loan-value ratios which existed for this 
quality of home prior to World War II when comparable homes 
ranged from perhaps $5,000 to $8,000 in value. Such maximum loans 
will contribute materially to the production of higher quality homes 
for these moderate income families with sound financing properly re
lated to their continuing ability to pay. 

With respect to 2-, 3-, and 4-family structures, the increased mort
gage loans limits ,vould encourage production wit}1 economically 
sound financing of a larger number of smaller rental projects. Such 
housing can be expected to aid materially in a solution of the housing 
problems of minority group families. 

The increase in maximum insurable n10rtgage amount for one
family homes from the $16,000 ceiling established in 1934 is recom
mended in recognition of the fact that the home mortgage financing 
activities of typical lending institutions now range upward to at least 
this amount of mortgage. The Subcommittee has considered and re
jected a proposal that maximum insurable loans be restricted to $12,-
000 (approximately $15,000 valuation). As a self-supporting insur
ance operation, the benefits of FHA insurance should be available to 
all families who desire to use the system, without regard to their in
come. Furthermore, a wider range of activity for such an insurance 
system increases opportunities to distribute risk and thus improves 
the stability of the system. 

It is expected that FHA underwriting and administrative standards 
would be established within the maximum limits of this recommenda
tion so that operative builder mortgagors and other non-owner-occu
pant mortgagors for single-family homes could obtain appropriately 
reduced maximum mortgage limits, perhaps 90 percent of the mort
gage amounts for whicI1 owner-occupants would be eligible. This 
procedure will eliminate from the statute present rigid limits for 
builder firm commitments. 

29 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Recommendation No. 7:

Your Subcommittee recommends that the maximum term for all

home mortgage loans insured under Section 203 be established at

30 years.

The present statute has three different limitations: (1) 30 years for

all mortgages on new construction for which 95 percent loan-value

ratios are permitted; (2) 25 years for mortgages on all other new or

existing homes which were approved for insurance prior to construc-

tion ; and (3) 20 years for all other mortgages. Your Subcommittee's

recommendation is advanced not only to promote our objective of

simplification of the National Housing Act, but also to provide an

additional element of flexibility in the insured home-mortgage loan

program.

Your Subcommitte is of the opinion that the maximum 30-year

term together with the liberalized down-payment scale we have recom-

mended should be applied, at the discretion of the FHA Commissioner,

to extend the benefits of the insurance system as widely as possible

among the families of the Nation.

It is assumed that underwriting standards will prevent the terms

of individual loans from being excessive in relation to the physical

or economic life of properties securing the mortgages. It is also

assumed that the FHA Commissioner would establish within the 30-

j'ear maximum such shorter term limits as may be justified by condi-

tions in the national economy during particular periods, or with re-

spect to particular classes of properties or mortgages.

The three preceding recommendations, numbered 5, 6, and 7, taken

together should make it possible, at the discretion of the FHA Com-

missioner, to provide the essential benefits of the special provisions

of present Section 203 (b) (2) (D) relating to number of bedrooms

and areas of high construction cost. These same benefits are, under

these recommendations, made available also to other types of situa-

tions where valuations of properties justify the maximum mortgage

amounts. On the other hand, underwriting standards and valuation

determinations will, as a rule, provide sufficient modification of the

maximum possible terms to assure economically sound mortgage

insurance. When unusual circumstances require nationwide restraint

on certain classes of transactions, either because of economic condi-

tions or other national considerations, the FHA Commissioner has

ample authority within the maximum limitations to impose more

restrictive terms for some or all types of transactions.
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Recommendation No. 8:

Your Subcommittee recommends that the present Title I, Section 8,

program for insurance of mortgages on low-cost homes be made a

part of the Section 203 program. For this purpose, it is recom-

mended that for mortgages insured under Section 203 in amounts

of $6,000 or less the FHA Commissioner be authorized to permit a

service charge where necessary to compensate for the additional

costs of making and servicing small loans.

It is the opinion of the Subcommittee that this recommendation

would go a long way toward filling a gap in the housing needs of a

large segment of the population. Builders and lenders have long

recognized the need for increased production of small homes, but

lack of adequate financing has proved to be an effective bar. We

believe that the permissive service charge will attract mortgage funds

into this low-priced field and that with financing available, builders

will undertake to produce the houses.

In making this recommendation, it is anticipated that the FHA

Commissioner will, in connection with loans on small homes of this

type, establish appropriate minimum property and construction stand-

ards. Such standards should take into account the size of these homes,

their location, and the ability to pay of families of lower income.

In some cases, it is unnecessary to require finished streets, or side-

walks, curbs, and gutters; some items may be left unfinished for

owner-occupants to complete. But in all cases, these simplified

requirements should be applied with due regard for structural dura-

bility, economic soundness, and marketabilityâ��just as much as for

all other properties with mortgages insured under Section 203.

Exhibit 2 shows the limited volume of activity under the present

Title I, Section 8 program. It emphasizes the need for private mort-

gage funds to assist in financing the small, low-cost house.

By making mortgage money more readily available for this type of

construction, the recommended expansion of Section 203 activity

would materially increase the opportunities to provide new, low-cost

homes in rural nonfarm areas, in smaller communities, and in out-

lying portions of metropolitan areas. It could be expected to aid es-

pecially in assisting minority group families to obtain adequate

housing.

The growing capacity and efficiency of the prefabricated home in-

dustry will by this means be more effectively directed to the solution

of housing problems in the smaller communities.

Transfer of the present Title I, Section 8 program to Section 203 is

recommended in furtherance of the objective of the Subcommittee for

simplification of the National Housing Act. It is our opinion that the

Title I program should be restricted to loans for modernization and
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repair with the special type of insurance that is provided. The Sec-

tion 8 program is a mortgage insurance program for small homes, and

properly belongs with the other mortgage insurance provisions of

Section 203.

The mortgage loan limit of $5,700 in the Title I, Section 8 program

is adjusted to the round figure of $6,000 by the present recommendation

because, as a part of the entire Section 203 program, the 6,000 valua-

tion loses its significance as an upper benchmark for the Section 8

program.

Recommendation No. 9:

Your Subcommittee recommends that the FHA Commissioner be

authorized to permit a service charge to compensate lenders for the

additional costs of making and servicing mortgage loans in small

communities.

It has been suggested that this recommendation should apply to all

mortgages insured under Section 203 in counties outside Census Bureau

defined standard metropolitan areas and in which the largest com-

munity has a population of 10,000 or less, as determined by the most

recent United States census of population.

While the Subcommittee is of the opinion that this definition would

serve to assist financing in those areas where the need is greatest, we

can see that the imposition of a strictly defined limitation might make

the proposal unworkable administratively. Accordingly, it is our

judgment that the application of this authority should be at the dis-

cretion of the FHA Commissioner.

The Subcommittee has been impressed with the need for greater

availability of mortgage financing in smaller communities. Many

proposals have been considered by the Subcommittee, and the above

recommendation is made as the one believed to be most effective in

providing immediate and continuing benefits. This service charge

should increase substantially the availability of FHA-insured mort-

gage financing in smaller communities and thus aid in extending home

ownership and raising housing standards and conditions in rural

nonfarm and smaller urban communities.

An additional proposal for making FHA and VA programs in-

creasingly available in smaller communities and rural nonfarm areas

is discussed below in connection with recommendation No. 30.

Exhibit 6 indicates that in the period since 1935, only 5.2 percent

of FHA home mortgage activity has been reported from the 547

counties meeting these standards although 17.8 percent of the Na-

tion's nonfarm housing inventory is located in these counties.
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SECTION 203 (d)

Section 203 (d) of the National Housing Act authorizes the FHA

Commissioner to insure loans to finance farm mortgage debt if as

much as 15 percent of the loan proceeds are to be expended on con-

struction or repair of farm buildings whether such buildings are used

for residential purposes or otherwise. In the 15 years since the en-

actment of this section in 1938, the FHA has received 6,585 applica-

tions of which 1,681 or about one-fourth have resulted in insured

mortgages amounting to some $7 million.

Recommendation No. 10:

Your Subcommittee recommends that the farm mortgage loan insur-

ance provisions of Section 203 (d) of the National Housing Act be

repealed.

Most of the activity under this section of the act took place in the 3

years following its enactment. In the past 10 years, there has been

very little insurance written. In 1952, for example, only 3 farm-

mortgage loans were insured and only 1 loan has been insured during

the first 10 months of 1953. Termination of this authority is an

additional step toward the objective of the simplification of the Na-

tional Housing Act.

It is the judgment of your Subcommittee that the Federal Housing

Administration is an agency which is designed primarily to serve the

nonfarm population and that the FHA does not belong in the farm-

housing field. The farm-housing problem is directly related to other

factors in the agricultural economy and the Congress has recognized

this by providing within the Department of Agriculture several pro-

grams of financial assistance designed specifically to meet the needs

of the Nation's farm population. Among the farm credit agencies

is the Farmers Home Administration, an organization which provides

supervised credit for farmers in the farm housing field. This agency

has the statutory authority and the experienced personnel to deal with

farm housing questions. The Federal Housing Administration does

not.

Recommendation No. 11:

Your Subcommittee recommends that Sections 203 and 207 be

amended to provide effective continuing means for financing the

sale of publicly owned or publicly financed housing available for

dispositionâ��including housing constructed under the Lanham and

related actsâ��and for the disposal of properties acquired by FHA

through its insurance programs under Title VI and Title IX and for
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reinsurance transactions involving properties originally insured

under Title VI or Title IX.

The present authority for insurance or reinsurance of properties

in these categories is contained in Title VI and Title IX which your

Subcommittee is recommending for repeal. In line with the Subcom-

mittee's objective of simplifying the National Housing Act and of

terminating emergency programs, this recommendation will serve to

consolidate into the long-term insurance programs of Title II this

necessary and desirable authority. Adoption of this recommendation

will produce maximum efficiency in administration. It should serve

in the long run to facilitate the disposition of Government-owned

properties.

MUTUAL MORTGAGE INSURANCE SYSTEM

The reserves of the Mutual Mortgage Insurance System under Sec-

tion 203 of the National Housing Act must be materially strengthened

in order to make the system inherently sound and to minimize the

exposure of the United States Treasury to loss in the event of a real-

estate depression. For this purpose and in order to reduce admin-

istrative costs insofar as possible, we make the following recom-

mendation :

Recommendation No. 12:

Your Subcommittee recommends that the group account system of

mortgage insurance under section 203 of the National Housing Act

be merged into a single insurance fund and that payments of par-

ticipating dividends under this system be made by the Commis-

sioner on the basis of sound actuarial principles, having due regard

for the soundness of the entire system.

The insurance of home mortgages as a Federal agency function was

initiated by the adoption of the National Housing Act in June 1934.

There had been no substantial precedent for the operation at that time

and the mortgage experience of the great depression was, of course, at

that time both incomplete and inadequately recorded.

Under those circumstances, the probable expenses of an insuring

agency both for administration and for payment of losses could be

conjectured only within a wide range of possibilities. Conceivably,

as viewed at that time, actual costs might have been either materially

more or materially less than the income from the one-half percent

annual insurance premium based on declining loan balances which has

since become the established standard premium.

With such uncertainty as to prospective costs, the original legisla-

tion provided for the principle of mutuality in the operation of the

insurance programâ��contemplating that liberal premiums would be

x
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charged, with eventual return to the mortgagors of excess funds ac-

cumulated by FHA as the insuring agency. The legislation further

provided a rigid system of group insurance blocks to which individual

mortgages would be assigned, with a general reinsurance account as

a central pool for support of the individual groups. The individual

groups were conceived as a device for establishing the amounts of

dividends due and payable to individual mortgagors in the event that

their class of mortgages had a favorable mortality and loss experience.

Principal modifications in the system of mutual insurance took

place in 1938, after only three full years of activity, and in 1953 during

the first session of the current Congress. In 1938 the MMI System

was revised to exclude the large-scale rental project operations under

Section 207 (which involved corporate mortgagors), and to base the

insurance premium on declining balances rather than original face

amounts of mortgages insured. Action had previously been taken

to set the premium at the minimum level permitted by statute, namely

one-half of 1 percent annually.

In the initial session of the current Congress a substantial revision

of the management of the individual groups and the general reinsur-

ance account was made by increasing the amounts to be transferred to

the general reinsurance account and thus reducing the funds available

for dividends on future insurance contracts. These actions were

taken in recognition of the fact that the original rules for operating

the system did not build up in the central reserve of the system suffi-

cient savings during periods of prosperity to meet the possible losses

in event of a major depression. As a further effort to assure rapid

accumulation of assets in the general reinsurance account, the alloca-

tion of all premiums to that account was provided for "until such time

as the Commissioner determines that the resources in the general rein-

surance account are sufficient to cover all estimated future deficits

among individual group accounts."

FHA estimates indicate that reserves totaling $245 million might

be required for support of the MMI System if a depression were to

start immediately. In contrast, the surplus accounts of the system

aggregated $152 million on June 30, 1953. In addition, FHA held

some $24 million in a separate account as unearned premiums, not

counted as an offset to required reserves. Since under present statu-

tory controls a part of the accumulated surplus would be paid out

as participation dividends even in the event of a depression, it appears

that the present FHA surplus and other funds of the MMI System

could well be $70 to $100 million or more below the requirements of

the system in the event of an immediate serious real estate depression.

Your Subcommittee has given serious consideration to the question

of whether mutuality should be discontinued with respect to the FHA's
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insurance premium on declining balances rather than original face 
amounts of mortgages insured. Action had previously been taken 
to set the premium at the minimum level permitted by statute, namely 
one-half of 1 percent annually. 

In the initial session of the current Congress a substantial revision 
of the management of tIle individual groups and the general reinsur
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major home mortgage insurance program (Sec. 203), or whether the

present or an improved system of mutuality should be recommended.

It has been the conclusion of the Subcommittee, first, that the present

system of mortgage insurance requires major modification, and second,

that the changes needed might better be done through a new system

of mutuality rather than through abandonment of the principle of

mutuality. The changes proposed are in the nature of extensions of

the action taken by the current Congress during its first session.

Primary reasons for altering the present group account system of

mortgage insurance are the following:

1. The group account system allows the accumulation of a major

part of the system's assets in segregated pools of funds reserved for

the individual groups and not available as a reserve for the support

of other groups with unfavorable experience. This condition could

easily lead in a period of depression to the anomaly of FHA need for

Treasury support of the general reinsurance account at the same time

that substantial assets are held by FHA for the benefit of selected

group accounts. Very substantial dividends, under these conditions,

would be due to selected terminating mortgagors at the same time that

Treasury support is being demanded for the system as a whole.

2. The underwriting workload required solely for purposes of allo-

cating mortgages to individual groups is substantial and unnecessary.

3. The accounting activity involved in maintaining records for the

200 or more individual group accounts is unnecessarily burdensome

as compared with the accounts which would be required for a unified

system.

Principal reasons for the Subcommittee recommendation of a new

system of mutuality rather than abandonment of mutuality are as

follows:

1. Since FHA experience has not yet included a cycle of depression,

the net cost of mortgage insurance is still conjectural. Furthermore,

since successive real-estate cycles may vary in the seriousness of the

depressed period, the extent of insurance costs may vary from cycle

to cycle. It is considered sound policy that FHA have the power to

collect sufficient premium to cover maximum probable losses and costs

while at the same time having the power to return to individual mort-

gagors maximum dividends justified by actual experience in order to

reduce their costs for home financing.

2. By continuing mutuality, the immediate reserve position of the

system can be improved by merging into a single system the outstand-

ing insurance risks and reserves with the future insurance written. It

would appear inequitable, if not actually impossible, to merge the

reserves from past and future operations if mutuality were to be abol-

ished for future insuring operations.
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3. The greatest economies in administration would be a consequence

of abolishing the group accounting system, with its attendant under-

writing refinements, rather than a consequence of abandoning mutual-

ity. Administrative costs need be no greater for a mutual system based

on a single insurance pool than for a nonmutual system since the exten-

sive record keeping required for multiple group accounts will be

eliminated. On the other hand, administrative costs might actually

be increased if it were necessary to operate a new system of nonmutual

insurance while maintaining the mutual system for liquidation pur-

poses over an extended period.

As indicated above, the Subcommittee has been informed that in the

event of an immediate depression, the FHA surplus accounts in the

Mutual Mortgage Insurance System might be as much as $70 million

to $100 million or more below the amounts required by the most seri-

ous assumed standards of losses. This amount may be considered an

approximate measure of the inadequacy of the accumulation of assets

resulting from a more than normal period of prosperity. The method

by which FHA estimates the possible losses, and hence the required

reserves, of the MMI System is described in detail in Exhibit 7.

Contributing to the size of this inadequacy have been certain special

circumstances which are either correctable or not likely to recur.

First, the MMI System has assumed during this first cycle the entire

capital cost of establishing the new agency and going through the

early years of experimentation and development. The $42 million

invested by the United States Government for initial reserves and

early operating costs of the system may be a fair approximation of the

initial capital costs of the system, only a part of which should prob-

ably be expected to be charged against the first cycle of operations.

A second nonrepeating element is the fact that from May 1942 through

June 1952, the MMI System was restrained from collecting the "pre-

payment premium" of one percent on insured mortgages prepaid with-

out refinancing. The amounts of these prepayment premiums waived

are reported by FHA to exceed $20 million.

Another factor has been the maintenance by FHA of an unearned

premium reserve which is an independent liability item currently

amounting to nearly $25 million. This reserve has not been recognized

as an offset to required reserves for losses.

The final major factor which has limited the accumulation of sur-

plus to meet future losses has been the extent of participating shares

distributed to terminating mortgagors. This factor continues in effect,

although partially abated by the legislative action in the Housing

Amendments of 1953, and constitutes the main objective of the specific

proposals listed below for carrying out Recommendation No. 12. As

of June 30, 1953, FHA had distributed to terminating mortgagors
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participating dividends totaling $47,300,000. Perhaps an equal amount

would in the future be distributed from the assets of selected group

accounts Avhich have already established themselves as groups with

favorable experience.

Under the terms of the National Housing Act, the FHA has had

no power to reduce the aggregate amount of these participating share

distributions in spite of their knowledge that the surplus account

of the general reinsurance account was being accumulated at too slow

a rate in relation to the "required reserves" for possible future losses.

In order to make available a maximum amount of surplus for the

protection of the insurance system as a whole as well as in order to

permit maximum efficiency of administration, it is essential that the

insurance in outstanding group accounts be merged into the system

with future insuring operations. However, equity for mortgagors

who would otherwise have been eligible for participation dividends

under the existing statute requires that special transition provisions

be made for equitable treatment of these mortgagors while affording

increased safety to the system.

The following changes in the organization and operation of the

Mutual Mortgage Insurance System are proposed for the purpose of

carrying out the above recommendation. They constitute an exten-

sion of the important revisions in the system which were adopted by

the 83d Congress in the Housing Amendments of 1953.

1. Abolish all group accounts and the general reinsurance account.

2. Establish two surplus accounts, namely the general insurance

account and the participating surplus account to which to assign all

assets of the existing surplus accounts in the MMI System, namely,

the statutory reserve accounts and the general reinsurance account.

The initial allocation to the participating surplus account will con-

sist of the portion of the credit balances in existing group accounts

which would have been payable as participation dividends if all out-

standing mortgages in those groups were to prepay or mature on July

1, 1954. The initial allocation to the general insurance account will

consist of all other assets of the present surplus accounts.

3. Authorize the FHA Commissioner in any year in which MMI

Fund operations result in a net income (taking into account reserves

for losses on properties acquired or liquidated during the year) to make

such allocation of that net income to the general insurance account and

the participating surplus account as may be proper in the sound

operation of the System. This will permit the FHA Commissioner

to make maximum allocations to the reserves of the System until such

time as these reserves are considered to be adequate.

4. Authorize the FHA Commissioner in any year in which MMI

Fund operations indicate a net loss to charge that loss against the

I
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general insurance account and the participating surplus account on a

sound and equitable basis.

5. Authorize the FHA Commissioner to distribute from the par-

ticipating surplus account participating shares to terminating mort-

gagors on the basis of sound actuarial principles. Until further allo-

cations of net income are made to this account, only those mortgages

would receive participating shares which are in group accounts which

would distribute such shares on July 1, 1954.

Subject to variation on account of the trends of future insurance

volume and the timing and extent of losses of the MMI System, the

FHA has advised the Subcommittee that the above changes in the

operation of the MMI System would permit the accumulation of ade-

quate surplus to meet the required reserves of the System during a

period of less than 4 years. They would, furthermore, allow this sur-

plus to be accumulated at a maximum rate consistent with equitable

management of the insurance contracts already outstanding.

FHA RESERVES

Exhibit 7 discusses the reserves which have been established for

FHA mortgage insurance programs. It also presents in considerable

detail the actuarial assumptions upon which the FHA bases its con-

clusion that the Mutual Mortgage Insurance System would meet the

soundness test in the event of a major real estate depression.

In the preceding discussion of the mutual mortgage insurance fund,

it has been illustrated how the recommended changes in mutuality

will serve to improve the reserves of the MMI fund.

The idea of mortgage insurance is still relatively new and the only

body of actuarial standards that exists is that which has been devel-

oped since 1934 by the FHA. Your Subcommittee is not in a position

to pass judgment upon these actuarial standards, but it is of the

opinion that the foreclosure and loss assumptions described in Exhibit

7 are properly conservative. It is necessary, however, to emphasize

that FHA insurance operations have taken place in an almost con-

stantly rising real estate market and there has been no test of the

adequacy of its reserves.

In response to the Subcommittee's request, FHA has submitted

Exhibit 7. It is our opinion that this is a reasonable statement, but

because of the technical nature of the subject, the members of the

Subcommittee wanted the conclusions presented in this analysis

reviewed independently. We were unable, however, to employ an

independent actuary to make an analysis of this statement within

the time available to the Subcommittee.

We are aware that the Subcommittee on Housing Credit Facilities

has considered the matter of FHA reserves and has recommended that
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an independent study be made of the experience of mortgage lenders

over a long period of years in order to form a basis for determining

minimum reserve standards for a mortgage insurance program. Your

Subcommittee joins the Subcommittee on Housing Credit Facilities

in recommending that an objective, independent long-range study be

made of the prospective foreclosure and loss experience of the FHA

mortgage insurance program.

SECTION 207

Recommendation No. 13:

Your Subcommittee recommends the following revisions in statutory

maxima for the insurance of mortgage loans on multiple housing

for rent under Section 207 of the National Housing Act:

The upper limit of $10,000 per unit should be removed and the

maximum mortgage amount should be determined by applying the

existing limitation of $2,000 per room or 80 percent of value, which-

ever is less, except that for fire-resistant or fireproof-elevator type

buildings the maximum per room should be $2,400.

With respect to projects having an average of less than four rooms

per unit, the statutory maximum of $7,200 of mortgage amount per

unit should be retained, but an additional $300 per unit should be

authorized for fire-resistant or fireproof-elevator construction.

The changes recommended above are desirable to increase the useful-

ness of the section 207 program for project construction in central

locations and especially in connection with slum clearance and re-

development programs in such areas. In such projects, fireproof con-

struction in elevator structures may be essential for economically

sound developments. Such structures cannot be effectively developed

under the limitations of the present statute.

Recommendation No. 14:

Your Subcommittee recommends that Section 207 of the present

statute be amended to clarify the authority of FHA to insure loans

up to 90 percent of value but not in excess of $7,200. The statute

is presently interpreted to restrict this special aid to projects in

which all units have two or more bedrooms. The Subcommittee

recommends that this be changed to projects in which the average

number of bedrooms is not less than two per unit.

This recommendation is designed to allow projects developed under

this special provision to have a better balance of units distributed

among 1, 2, and 3 or more bedroom units to fit best the needs of the

lower-income families for whom the projects are intended. FHA re-
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view processes can be relied upon to assure sound and proper composi-

tion of dwelling units for these projects with due regard to varying

local needs.

SECTION 213

Recommendation No. 15:

In order that cooperative projects may be developed under Section

213 with property characteristics similar to those which will be

feasible under the amended program of Section 207, your Subcom-

mittee recommends that the following maximum mortgage loans,

not to exceed 90 percent of cost, be established for Section 213:

$2,250 per room if project averages four or more rooms per

unit; or $2,700 per room in such projects of fire-resistant or fire-

proof-elevator construction; $8,100 per unit if project averages

less than four rooms per unit.

If 50 percent or more of the cooperators in a project are eligible

veterans of World War II or the Korean conflict, maximum mort-

gage amounts, not to exceed 95 percent of cost, are recommended

as follows:

$2,375 per room if project averages four or more rooms per

unit; or $2,850 per room in such projects of fire-resistant or

fireproof-elevator construction; $8,550 per unit if project aver-

ages less than four rooms per unit.

The Commissioner should have adequate personnel available to

provide to the sponsors of cooperative housing projects the soundest

principles of leadership and management techniques for their guid-

ance in organization and operation.

The above limitations would be in lieu of the present statutory

maxima of $8,100 per unit or $1,800 per room. These present limi-

tations are subject to upward adjustment on account of veterans pref-

erence in the amount of $4.50 per unit or $1 per room for each 1

percent of the membership composed of veteransâ��provided that if

65 percent or more of the cooperators are veterans, the maximum mort-

gage amounts are $8,550 per unit or $1,900 per room.

Your Subcommittee has discussed the Section 213 program of co-

operative housing with representatives of Government agencies, lend-

ing institutions and cooperative and other interested groups. We

have found that there is only a restricted market today outside of

FNMA for the mortgage paper arising out of Section 213 financing.

The problems encountered are attributable primarily to the relations

between investing institutions and the cooperative ownership itself

rather than to any difficulties resulting from the provisions of

Section 213.
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Many witnesses have suggested that FHA should be in a position

to provide more technical assistance and advice to protect the financial

investment of the consumer in a housing cooperative and in the long

run to make the mortgage paper more attractive to investors. Ac-

cordingly, our recommendation provides that the FHA Commissioner

should have adequate personnel available to provide to the sponsors

of cooperative housing projects the soundest principles of leadership

and management techniques for their guidance in organization and

operation.

The Subcommittee agrees that the fundamental principles of coop-

erative housing are workable. By banding together, families in need

of housing can often obtain such housing at relatively low cost not

only in suburban areas but also in the concentrated areas of our larger

cities. The demand for cooperative housing makes it advisable that

the Section 213 program be continued.

In slightly more than 3 years, approximately $225 million of in-

surance has been written under the Section 213 program. This, the

Subcommittee recognizes, represents a large volume of cooperative

housing to have been achieved during the preliminary and exploratory

stages of the cooperative housing insurance program.

Your Subcommittee believes that the above recommendation will

enable the FHA to give continuing aggressive support to this pro-

gram. As experience is gained, both by the FHA in administration

of the program and by the sponsoring cooperative groups, it is an-

ticipated that there will be increasing participation in the program on

the part of home builders and lenders.

The Subcommittee listened to witnesses who argued for the estab-

lishment of a cooperative housing mortgage corporation to make hous-

ing loans to cooperatives. In the time available to the Subcommittee,

it was not possible to study this proposal in detail. We therefore sug-

gest that the Administrator should make a careful study of this matter.

SECTION 220

The need for widespread and effective rehabilitation of blighted

areas and conservation of existing home values in other portions of

our urban communities is one of the most pressing problems of this

century. The Subcommittee is of the opinion that only through an

aggressive program such as the following recommendation can any

significant progress be expected in the solution of this problem.

Recommendation No. 16:

Your Subcommittee recommends the establishment of a new insur-

ance program in the FHA for the purpose of assisting in the financ-

ing of urban redevelopment and rehabilitation programs initiated
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by local legislative bodies and carried out with the cooperation of

private persons and corporations. For that purpose your Subcom-

mittee recommends that a new Section 220 be added to Title II of

the National Housing Act. The essential provisions of this section

should be as follows:

The Commissioner should be authorized to insure mortgage loans

on both new and reconditioned 1- to 4-family units with the

maximum mortgage amount limited to 95 percent of the first $8,000

of value and 75 percent of the excess. The maximum eligible mort-

gage should be $20,000 for 1- to 2-family dwelling units, $27,500

for 3-family and $35,000 for 4-family. These are the same limits

proposed by your Subcommittee to apply to 1- to 4-family housing

under Section 203.

With respect to the insurance of mortgage loans to finance the

construction of new and existing multifamily housing in urban

redevelopment or rehabilitation areas, the Commissioner should be

authorized to insure loans on such projects on terms and conditions

acceptable to him. The maximum loan should be 90 percent of

value or $2,250 per room, or $2,700 per room in the case of fire-

resistant or fireproof-elevator type buildings.

It is our recommendation with respect to all classes of loans under

Section 220, that before any property shall be eligible for insurance,

the general area in which such property is located shall have been

officially designated by the appropriate local legislative body as an

urban redevelopment or rehabilitation area in a manner and under

conditions to be prescribed by the Commissioner of the FHA.

It is recognized that the primary initiative for such activity should

and must be the responsibility of the local communities. But it is

also recognized that only through such a means as FHA mortgage

insurance supported by the technical assistance that can thus be pro-

vided will the substantial financing requirements of this vast under-

taking be made progressively available.

In order that this program may be administered by the FHA on

as sound a basis as possible, it will be mandatory that local communi-

ties assure the FHA as to the extent of area improvement which will

be accomplished in blighted areas by virtue of municipal and other

local action. Such action will be designed and planned by the local

communities in keeping with local requirements, but must be adequate

to provide assurance to FHA of the opportunity to make mortgage

insurance available on a sound basis.

The Subcommittee is aware that the proposed 90 percent mortgage

loan ratio for rehabilitation of existing multifamily dwelling struc-

tures may in many instances be unrealistic. However, in the adminis-

tration of the Section 220 program and in the application of under-
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writing procedures, the Subcommittee is satisfied that the FHA Com-

missioner will be able to avoid the use of this program for the un-

warranted conversion into mortgage debt of present equities in exist-

ing structures.

While it is true that some degree of rehabilitation financing could

go forward under the present Section 203 program, your Subcommit-

tee has been impressed by the number of witnesses who recommend

that a specific authority be set up for the rehabilitation insurance pro-

gram. Many of the techniques for rehabilitation and redevelopment

have been present for a long time. There is also a strong body of in-

terest on the part of local community groups. What is needed is a

stimulus to local community action and a method of enlisting the sup-

port of builders and lenders for the program. It is the judgment of

your Subcommittee that enactment of the recommended Section 220

program will provide this stimulus. We believe that the separate iden-

tification of the new program will help materially in focusing atten-

tion on its objectives and in enlisting the interest and cooperation of

property owners, local governments, lenders, and builders.

SECTION 221

The general recommendations of the Subcommittee for enlargement

and improvement of the FHA insurance programs should serve to

assist in meeting the needs of the vast majority of American families.

They will go a long way toward stimulating a large volume of new

housing construction in large and small communities, facilitating

modernization and rehabilitation of existing dwellings on an indi-

vidual basis and in designated redevelopment areas; and making home

ownership more feasible for families of low and moderate incomes.

There are, however, some low-income families that present special

problems and for whom a special solution must be devised.

There is a substantial body of opinion which holds that local pro-

grams of urban redevelopment or rehabilitation cannot develop rap-

idly because of the absence of an adequate supply of relocation hous-

ing for the displaced low-income families. The precise extent of this

problem is not readily measurable. It will obviously vary from com-

munity to community depending on the size and character of the local

housing supply and on the comprehensiveness and effectiveness of

local programs. It is clear, however, that when local housing codes

are vigorously enforced to reduce the density of occupancy in desig-

nated conservation areas, or when redevelopment areas are cleared,

there will be a need for housing for relocation purposes.

It is the opinion of your Subcommittee that the existing housing

supply should be used to the utmost to meet such relocation needs.

When the existing supply of housing for rent or sale at rents or prices

\
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within the reasonable ability of the displaced families to pay is ex-

hausted, it would be, in our judgment, far more practical and eco-

nomical for the FHA to insure loans on small homes on generous

terms than to construct publicly-owned housing at great expense to

the Federal Government and the taxpayers.

A second group of low-income families requiring special attention

are those whose housing situations may not necessarily be directly

affected by local rehabilitation or redevelopment programs. Families

in this group are those living in substandard housing and who are

unable without some form of private or public subsidy to acquire and

maintain a decent minimum standard of housing. These are the

families who, by and large, are eligible under present standards for

admission to public housing.

Recommendation No. 17:

That for a period of 2 years to assist in meeting the housing require-

ments of low-income families, as determined by the FHA Commis-

sioner, your Subcommittee recommends the enactment of a new

Section 221 in the National Housing Act. Section 221 should

authorize the FHA Commissioner to insure loans up to $7,600 per

dwelling unit with the addition of $1,000 in high-cost areas, as

determined by the FHA Commissioner, for a term not in excess of

40 years, and for certified eligible owner-occupants up to 100 percent

of the FHA estimate of the value of the property. These loans

should be written at the going FHA rate of interest and with an

annual insurance premium to be determined by the Commissioner.

A separate insurance fund should be established for the protection

of mortgages insured under Section 221 with a proviso that there

may be no transfer of assets between this fund and other FHA mort-

gage insurance funds as authorized in Section 219 of the National

Housing Act.

Section 221 loans should be insured for new construction as well as

for existing dwellings which have been reconditioned sufficiently to

provide sound security for the loan.

The cash outlay required of an owner-occupant purchaser should

be a minimum of $200 including amounts to cover settlement costs

and initial payments for taxes, hazard insurance, mortgage insurance

premium, and other prepaid expenses.

To provide for construction on an efficient basis, FHA should issue

commitments to builders or other non-owner-occupant mortgagors

up to 85 percent of value with provision for conversion of the tem-

porary loans into permanent 100 percent loans upon sale to qualified

owner-occupant purchasers.

APP. I-SUBCOMMl'ITEE ON FHA-VA PROGRAMS 

within the reasonable ability of the displaced families to pay is ex
hausted, it would be, in our judgment, far more practical and eco
nomical for the FHA to insure loans on small homes on generous 
terms than to construct publicly-owned housing at great expense to 
the Federal Government and the taxpayers. 

A second group of low-income families requiring special attention 
are those whose housing situations may not necessarily be directly 
affected by local rehabilitation or redevelopment programs. Families 
in this group are those living in substandard housing and who are 
unable without some form of private or public subsidy to acquire and 
maintain a decent minimum standard of housing. These are the 
families who, by and large, are eligible under present standards for 
admission to public housing. 

Recommendation No. 17: 
IThat for a period of 2 years to assist in meeting the housing require
ments of low-income families, as determined by the FHA Commis
sioner, your Subcommittee recommends the enactment of a new 
Section 221 in the National Housing Act. Section 221 should 
authorize the FHA Commissioner to insure loans up to $7,600 per 
dwelling unit with the addition of $1,000 in high-cost areas, as 
determined by the FHA Commissioner, for a term not in excess of 
40 years, and for certified eligible owner-occupants up to 100 percent 
of the FHA estimate of the value of the property. These loans 
should be written at the going FHA rate of interest and with an 
annual insurance premium to be determined by the Commissioner. 
A separate insurance fund should be established for the protection 
of mortgages insured under Section 221 with a proviso that there 
may be no transfer of assets between this fund and other FHA mort
gage insurance funds as authorized in Section 219 of the National 
Housing Act. 
Section 221 loans should be insured for new construction as well as 
for existing dwellings which have been reconditioned sufficiently to 
provide sound security for the loan. 
The cash outlay required of an owner-occupant purchaser should 
be a minimum of $200 including amounts to cover settlement costs 
and initial payments for taxes, hazard insurance, mortgage insurance 
premium, and other prepaid expenses. 
To provide for construction on an efficient basis, FHA should issue 
commitments to builders or other non-owner-occupant mortgagors 
up to 85 percent of value with provision for conversion of the tem
porary loans into permanent 100 percent loans upon sale to qualified 
owner-occupant purchasers. 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Section 221 should be operated on a programmed basis. The FHA

Commissioner, upon the basis of evidence submitted in the local

request for Section 221 assistance, shall determine the extent to

which the program should be authorized. The Commissioner

should be guided by the principle that Section 221 assistance should

be available only in those communities and only in such amounts

as he shall determine to be necessary to meet the housing needs of

eligible low-income families that are not and cannot be met from

the existing supply or by the operation of conventional financing;

and regular mortgage insurance programs.

In the administration of this program, preference should be given to

extending these liberal terms to families displaced by public housing,

urban renewal, or various demolition programs.

Low-income families receiving rent subsidies or other public as-

sistance would not qualify under FHA credit standards for home

mortgage financing. In order to provide homes for these families,

the Section 221 program provides for firm commitments to builders

or other non-owner-occupant mortgagors up to 85 percent of value.

Provision is also made for the conversion of such commitments into

insured mortgages with property ownership retained by the builder

or other sponsor. This enables an eligible low-income family to rent

the home possibly under a lease-purchase contract. The family would

be eligible to acquire the deed to the property at such time as family

income becomes adequate to permit the termination of public assist-

ance and to justify the qualification of the family as an owner-occu-

pant home purchaser under FHA credit standards. The use of the

lease-purchase contract will reduce the expense involved in trans-

ferring the property to owner occupancy.

The Subcommittee is of the opinion that in the operation of the 221

program the FHA Commissioner should develop such regulations as

are appropriate to control possible abuses in the use of the program.

For example, the regulations should provide that if a property fi-

nanced under the liberal terms of Section 221 is resold within a spe-

cified time after its initial purchase that the full unpaid balance of

the mortgage shall immediately become due and payable. Exceptions

to this requirement, in appropriate cases, should be made at the dis-

cretion of the Commissioner.

The recommended program should not be brought into operation

in any community which was not undertaking an active redevelopment

or rehabilitation program under either the proposed Section 220 de-

scribed under Kecommendation No. 16 or under Title I of the Housing

Act of 1949. Further, the local community must demonstrate to the

satisfaction of the FHA Commissioner that the housing needs of

eligible families are not and cannot be met from the existing supply
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or from the operation of conventional financing and regular mortgage

insurance programs. Each eligible family must be certified to the

FHA by an appropriate local agency designated by the community:

the local redevelopment authority, the local relocation agency, the

local housing authority, the welfare board, etc.

It is expected that the programs planned by the FHA Commis-

sioner for individual localities will stipulate for each local program

mortgage limits within the $7,600 limitation of this section which

are appropriate to the income levels and construction costs of the

individual localities and take into account the room composition and

sizes of units to be provided. Provision is made for the addition of

$1,000 per dwelling unit at the discretion of the Commissioner in

high-cost areas.

For both groups of eligible families, family income and resources

must be so low as to bar the family from meeting the liberalized

down-payment requirements recommended by the Subcommittee for

small home loans insured under Section 203 of the National Housing

Act. For low-income families, as distinguished from families re-

quiring relocation housing, the FHA Commissioner should establish

an income eligibility schedule applicable to the particular community

in which the program is authorized. Such schedules should be pat-

terned substantially after those now applied by local housing authori-

ties under the public housing program.

The Section 221 program will, in the judgment of your Subcom-

mittee, go a long way toward meeting the needs for housing low-income

families. This is not to say that there are not some families who

for one reason or another have incomes so low that they will more

or less continually be dependent upon private or public assistance to

maintain a decent minimum standard of housing. These relatively

few families will have to be subsidized in one form or another. How-

ever, operations under Section 221 should in the long run have the

effect of reducing the number of such families in any community to

the point where local authorities should be able to accommodate them

within the limits of their own resources and without Federal subsidy.

One of the principal features which commends the Section 221 pro-

gram, particularly insofar as it may be compared with the present

method of accommodating low-income families, is that it does not

present the same problem of dealing with over-income occupants that

exists in the public housing program. Under Section 221, it would

be up to the appropriate local agency to police any subsidy payments

and to determine when such payments should be reduced or stopped

completely. The technique permits an easy transition from the stage

where a family requires public assistance to the status of that family
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as a self-supporting entity. There is no problem of uprooting fami-

lies or of disturbing the continuity of their social existence.

Exhibit 8 shows that the monthly carrying costs of a Section 221

loan on a $6,000 mortgage would amount to approximately $40. This

is the amount necessary for principal and interest, loan servicing

charges, insurance premiums and average estimated taxes and hazard

insurance. Comparable costs are shown for $7,000 and $8,000

mortgages.

The Subcommittee has considered the suggestion that monthly main-

tenance payments be required under this program. While we recog-

nize that the idea is good in theory, it has been rejected as impractical

in operation. The Subcommittee is convinced that families who own

their own properties have a pride of ownership which leads to a stand-

ard of proper care and maintenance that no group of tenants has ever

shown. The owner-occupant is able to capitalize on his spare time to

maintain his property with a resultant overall saving in maintenance

costs, whereas the tenant is accustomed by tradition to leave mainte-

nance to his landlord.

Your Subcommittee has in Recommendation No. 25 below suggested

that the FHA mortgage insurance contract be appropriately amended

to include the so-called "open-end" clause under which additional

advances may be made for repairs, modernization or other permanent

additions to realty. The use of an open-end contract in the proposed

Section 221 program would in many cases provide the appropriate

financing technique to accommodate major repairs or improvements on

existing properties. Otherwise, mortgagees should be able'to work out

in appropriate cases a plan by which low-income family occupants

can systematically accumulate a maintenance fund.

Your Subcommittee is of the opinion that Section 221 is part of a

four-way approach which it is recommending to assist in solving

some of the problems involved in rehabilitation and redevelopment,

in relocating displaced families, and in providing housing for low-

income families eligible for public assistance.

The first form of assistance is through the recommended liberaliza-

tion of the program of modernization and repair loans under Title I

of the National Housing Act. Your Subcommittee is of the opinion

that improvement of the existing housing supply through the use of

Title I should prove of major assistance in upgrading the housing

supply and in providing low-income families with an opportunity of

improving their housing standards.

The second part of the program is contained in the Subcommittee's

recommendations for extensive liberalization of Section 203. These

recommendations provide for placing the existing house on a par with

new construction for mortgage insurance purposes; for liberalizing
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as a self-supporting entity. There is no problem of uprooting :fami
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down-payment requirements on small homes; and for stimulating the

production of small homes by improving the acceptability and market-

ability of the mortgage instrument. The inherent desire of the average

American family to improve its housing standards is one of the

dynamic forces behind the spread of home ownership. Taken in con-

junction with the program of modernization and repair, as well as the

trade-in house program, more liberal terms for financing of new and

existing structures in the long run should serve to improve the housing

supply and to assist in meeting the needs of low-income families.

The third technique is embodied in the recommendation of the

Subcommittee for the enactment of a new section 220 program pro-

viding for the insurance of loans for both new and rehabilitated

structures in connection with the rehabilitation of blighted areas.

The Section 220 program provides a means by which local communi-

ties, assisted by an economically sound program of mortgage insurance

with favorable financing, will be able to engage in local programs of

redevelopment and rehabilitation while providing a substantial vol-

ume of adequate housing for families requiring relocation and for

other families of low-income living in substandard housing.

When these programs have failed to meet relocation requirements

and the housing needs of the lowest income families, the local com-

munity through its appropriate local agency will appeal to the FHA

Commissioner for certification of eligibility to participate in the

section 221 program. Thus, in the judgment of your Subcommittee,

the section 221 program constitutes a "rifle shot" approach to follow

the failure of all other methods and programs of meeting local

requirements.

TITLE VI

Recommendation No. 18:

Your Subcommittee recommends that Title VI of the National

Housing Act be repealed.

This recommendation is in line with the objective of the Subcom-

mittee for the simplification of the National Housing Act. Those

present provisions of Title VI which have a continuing place in the

insurance program are recommended for consolidation with Title II.

If this recommendation is adopted, the reinsurance operations for

the expired programs under Sections 603 and 608 will be carried out

under the long-term insurance program of Title II. It will also serve

to accelerate the termination of the Title VI war housing insurance

fund.

Section 609, which provides for a separate insurance program for

prefabricated housing, has been of only very limited use. Less than

$5 million of insurance has been written by FHA in the 6 years since
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Section 609 was enacted. In the opinion of your Subcommittee, the

other insurance programs are sufficient to supplement normal financ-

ing facilities to meet the needs of the prefabricated house industry.

The Section 610 authority for insurance of loans to finance the sale

of publicly owned housing is recommended for repeal. The continu-

ing need for this authority is provided by including under Title II

an authorization for this activity.

Little use has been made of the special program under Section 611

for insurance of construction advances for the production of groups

of 25 or more single-family homes. In a 5-year period, only $12 mil-

lion of insurance covering less than 2,000 units has been written. Your

Subcommittee believes that the provisions of Section 203 for firm com-

mitments to builders and of Section 207 for the insurance of construc-

tion advances provide ample facilities to replace the special nature

program of Section 611.

TITLE VII

Recommendation No. 19:

Your Subcommittee recommends that Title VII of the National

Housing Act be repealed.

Title VII, enacted in 1948, was designed as a yield insurance pro-

gram which would provide for a guarantee of a minimum rate of

return on private capital invested in rental housing projects. Even

though Title VII was a new and untried method of Government-

insured financing, it was hoped that it would prove attractive to

pools of investment capital and thus become a stimulant to the produc-

tion of rental housing.

In the 5 years since the yield insurance program was authorized,

there have been no bona fide applications and there is a serious ques-

tion as to whether there is a demand or a need for this program. The

Subcommittee has been advised by the FHA that:

"In numerous instances, preliminary negotiations were carried on

looking toward developing yield insurance applications. In each

instance, as the conferences proceeded, it became evident that mort-

gage insurance was more appropriate and more attractive to the spon-

soring group. Even large pools of investors have indicated that they

prefer to invest in insured mortgages because of the greater liquidity.

Furthermore, experience has shown that corporations interested in

making this type of investment, generally life insurance companies,

have technical staffs to develop and analyze income properties and

these institutions see no real reason for paying FHA an insurance

premium for yield insurance."
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-Accordingly, your Subcommittee recommends that Title VTI be

repealed. This would constitute an additional step toward the objec-

tive of simplification of the National Housing Act.

TITLE VIII

Title VIIIâ��also known as the Wherry Actâ��provides for a pro-

gram of mortgage insurance to assist in the production of rental hous-

ing for military or atomic energy personnel. Your Subcommittee is

of the opinion that this program has served well its purpose of pro-

viding adequate permanent housing and we are reluctant to recom-

mend its repeal as long as there may be a continued need.

The Subcommittee has been advised that the Atomic Energy Com-

mission has no additional requirements for Title VIII assistance. The

Department of Defense, on the other hand, reports a substantial but

indeterminate additional need for permanent housing at military

installations. The designation of military bases as permanent estab-

lishments is dependent upon decisions to be reached in the first in-

stance by the Joint Chiefs of Staff which is currently reviewing

defense requirements. Uncertainties over the military budget and

related appropriations also make accurate projections impossible.

Nevertheless, the Department of Defense should be encouraged to

take a current inventory of its housing supply and to spell out its

housing requirements as definitely as current military planning will

permit.

Recommendation No. 20:

Your Subcommittee recommends that Title VIII be extended on a

standby basis for 1 year but that the authority not be used until the

Department of Defense can present adequate factual information to

demonstrate the continued need for this insurance program.

A brief record of mortgage insurance operations of FHA under

the Title VIII military housing program as of September 30, 1953,

is shown in the following table:

brut G0Â£ noii:"iH

Number of

projects

Amount

(millions

of dollars)

Dwelling

units

Applications received.

Commitments issued.

Mortgages insured

220

$703

670

553

87,906

83,806

68,810

Construction status:

Started.

Completed...

: fj-r; blijOfii il

69,596

* ~

Souroe: Federal Housing Administration

77m . ielBv/uUA
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TITLE IX

Recommendation No. 21:

Your Subcommittee recommends that Title IX of the National

Housing Act be repealed.

Title IX of the National Housing Act provides for a special

program of mortgage insurance to assist in the financing of pro-

grammed permanent housing in designated critical defense housing

areas. Operations under this authority have been the object of much

serious question and your Subcommittee is of the opinion that Title

IX should be repealed.

This position is taken for two reasons: first, changes in military

plans and related housing requirements have made realistic program-

ming of defense housing almost impossible; and second, the Sub-

committee is simultaneously recommending extensive liberalization

of the Title II mortgage insurance program. In our opinion, peace-

time defense housing needs in the future can be met just as expedi-

tiously, if not more so, by private enterprise through the permanent

Title II program than through Title IX.

The recommended repeal of Title IX constitutes an additional step

toward the objective of simplification of the National Housing Act.

Defense housing activity has fallen off sharply in recent months.

As of June 30, 1953, there were 115,193 dwelling units in FHA Title

IX applications. During the months of July, August, and Septem-

ber mortgage insurance for only 458 additional units was requested.

Since January 1, 1953, the total number of units programmed for

privately financed construction of defense housing has increased by

only 1,375 units from 98,224 at the beginning of the year to a net

of 99,619 as of September 30,1953. The status of Title IX operations

and the programming of defense housing at the end of September

1953 are shown in Exhibit 9.

THE FHA MORTGAGE INSURANCE CONTRACT

Your Subcommittee recommends revision of the FHA mortgage

insurance contract on 1- to 4-family housing under Section 203 and

under the proposed Section 220 in the following respects:

Recommendation No. 22:

The insurance contract should provide for an allowance to the mort-

gagee of $75 or two-thirds of the actual approved foreclosure costs,

whichever is greater. Allowable foreclosure costs should, in all

cases, be subject to approval by the FHA Commissioner.
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This proposal will replace the present schedule of allowable fore-

closure costs which vary under the several different sections of the

National Housing Act.

Recommendation No. 23:

The term of all FHA debentures, regardless of the title or section

of the National Housing Act under which they are issued, should be

for 10 years from the date of issue. This recommendation applies,

of course, only to future insurance contracts.

The Subcommittee has considered many proposals for the change

of the present procedure under which the rate on FHA debentures is

set at the time of the issuance of the insurance contract. After ex-

tended discussions, the Subcommittee recommends that the present

policy and procedures with respect to debenture interest rates be

continued.

Recommendation No. 24:

The privilege of using FHA debentures in the payment of mortgage

insurance premiums should be continued but only to the extent and

in the manner now permitted under FHA regulations.

OPEN-END MORTGAGE

Recommendation No. 25:

Your Subcommittee recommends that the pertinent provisions of

the National Housing Act be amended to permit the FHA to include

in its mortgage insurance contract the so-called "open-end" clause.

Funds advanced under an insured open-end mortgage should be used

exclusively for repairs, improvements, enlargements, modernization,

and permanent additions to realty.

The open-end mortgage is one which permits an additional advance

of funds without requiring refinancing together with the associated

costs of a new loan closing and recording. One of the major stumbling

blocks to the widespread use of the open-end mortgage has been the

legal requirement in some states that a full title search be made in

connection with an additional advance under an open-end mortgage.

This problem is being overcome, however, as some of the largest title

companies in the country are now offering a title service at the rela-

tively low cost of $5 per $1,000.

The use of the open-end mortgage should assist in the maintenance

and improvement of the housing supply. It provides a method by

which the average homeowner could readily obtain funds to finance

the modernization and repair or expansion of home properties as his

family grows in size or his economic status improves. It is the opinion
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of the Subcommittee that widespread use of the open-end mortgage

could have a significant impact on the economy of the Nation.

Certain changes in FHA regulations and procedures would be re-

quired as well as amendment of Section 204 of the National Housing

Act, which governs the issuance of debentures in connection with the

default of an insured mortgage loan. It is our opinion that the re-

quired regulatory changes and statutory amendments can be made

without excessive difficulty and we so recommend.

FLEXIBILITY OF OPERATIONS

Your Subcommittee is greatly concerned over the manner in which

the insurance operations of the Federal Housing Administration have

been hampered during the years by the limiting provisions of the

statute concerning the gross amount of insurance liability which may

be outstanding at any one time. Your Subcommittee is also concerned

over the fact that budgetary limitations have often served to put FHA

in the position of being unable to maintain a staff adequate to serve

the needs of the home-seeking public.

These two subjects are directly related and they have forced FHA

repeatedly to go through the process of seeking relief from the Con-

gress. To be an effective aid in housing and home finance, the FHA

requires a considerable degree of flexibility in its operations. It

should not be in the position of having to close down insurance oper-

ations because of the exhaustion of an arbitrary insurance liability

ceiling. It should be ini a position budgetwise to meet the unpre-

dictable nature of the volume of insuring operations.

INSURANCE AUTHORIZATION

In the operation of the FHA insurance programs, there is a high

degree of uncertainty over the volume of applications which will be

submitted by home builders and mortgagees. For this reason, it is

impossible to forecast accurately the dollar amount of insurance au-

thorization which will be required for each separate program in a

given period of time. The volume varies not only with changing eco-

nomic conditions but also with changes in statutory requirements:

Recommendation No. 26:

Your Subcommittee recommends that FHA be provided with a

single, revolving insurance authorization to cover all mortgage

insuring operations. The total authorization should not exceed

during any fiscal year the sum of outstanding balances of insured

mortgages in force and outstanding commitments as of the begin-

ning of that fiscal year plus $3 billion.
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Adoption of this recommendation will avoid the present necessity

for repeated congressional action to extend FHA insuring author-

izations.

Under this recommendation, a single amount could readily be estab-

lished as the extent of current FHA mortgage insuring authority

under all programsâ��a desirable objective which is not now possible.

The present systems of mortgage insurance and yield insurance are

operated under seven separate insurance authorizations, three of

which are "revolving" authorizations (i. e., insurance authority may

be reused as insured loans are amortized or retired) and four of which

are one-time authorizations. The individual authorizations may be

increased or decreased by Presidential transfer of unused authority

from one program to another, pursuant to an amendment of Section

217 adopted in 1952, or by allocation from a general pool of authority

created in Section 217 when that section was enacted in 1951.

Since 1938, the date of the first amendment to the Title II author-

ization, FHA records indicate 57 changes in insurance authorizations

involving either Congressional or Presidential action. It is reported

also that on at least 10 occasions during that time the exhaustion of

an insurance authorization has required that insuring operations under

one or more of the active programs either be suspended or placed

under direct headquarters' control.

The $3 billion annual increase plus the runoff of outstanding lia-

bility will be adequate for FHA operations in all except periods of

unusually heavy activity and then only in the latter part of any fiscal

year. At such times, special requests for additional Congressional

authority would be both feasible and desirable. The recommended

$3 billion figure is probably large enough to take care of the new

insurance business to be generated by the enactment of the new pro-

grams of mortgage insurance recommended herein.

Exhibit 10 shows the amounts of mortgage insurance written annu-

ally during recent years and the net increase in outstanding liability.

BUDGET FLEXIBILITY

The FHA requires a high degree of budgetary flexibility in order

To permit the agency to adjust to the unpredictable fluctuations in the

volume of insurance applications and insurance claims. In practical

operation, the budget limitation is fixed by the Congress in the annual

appropriation act based upon budget estimates prepared some 3 to

5 months before Congress begins its consideration of the budget and

from 9 to 11 months before the beginning of the fiscal period covered

by the budget estimates in question. Over the years, the difficulty of

predicting with accuracy what the public demand for FHA insurance

will be has been further complicated by frequent changes in legisla-
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tion or changes in Government policies. There have been an average

of two amendments to the National Housing Act for every year since

FHA was organized. The volume of business may be affected not

only by general economic conditions or by legislative or regulatory

changes, but it is also affected by specific localized conditions.

This situation was recognized by the Congress several years ago when

a degree of flexibility was incorporated into the National Housing Act

under the terms of Public Law 387 approved October 25, 1949. This

statute provided in effect that certain expenses in the FHA related to

the examination and insurance of loans and expenses in connection

with claims should not exceed 35 percent of the income received by

the FHA from premiums and fees collected during the preceding

fiscal year. The operation of this limitation served to permit FHA to

expand and contract its processing facilities as conditions warranted.

As a result, FHA was able to adjust its operations to meet the needs

of the home building industry and the public more adequately while

at the same time protecting the Government's interests.

This authority was effective for only two fiscal yearsâ��1950 and

1951. Beginning with the fiscal year 1952, the Congress reimposed a

limitation on the expenses defined in Public Law 387 at levels sub-

stantially below those permitted by the statutory formula.

Recommendation No. 27:

Your Subcommittee recommends that the Congress and the appro-

priation committees be urged to return to the principle of Pubic Law

387 or to develop another formula designed to achieve the objective

of flexibility in the FHA's operating budget.

The objective of budgetary flexibility is in no sense incompatible

with the objectives of the Administration for budgetary control. In-

stead, it recognizes the need of the operating agency to adjust its staff

and requirements to changing workload over which the administrative

agency has no control.

Any plan for budget flexibility that is developed should be sur-

rounded by proper administrative safeguards. Within the limitation

of whatever flexibility formula may be developed, the FHA should

continue to request and receive quarterly apportionments from the

Bureau of the Budget. The FHA in its annual budget submission to

the Bureau and to the Congress should present a detailed justification

of actual and estimated expenses under the flexibility formula. When

marked changes occur in the volume of operations, FHA should be in

the position of being able to apply to the Bureau of the Budget for a

revision of the apportionment within the statutory flexibility limita-

tion to meet the demand. The Bureau, which follows FHA's opera-

tions closely from month to month, would be in a position to act
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quickly to meet the need. The reverse of this procedure would apply

when the volume of business drops and a reduction in an opportion-

ment would be in order.

One suggestion of an alternative formula to Public Law 387 is that

FHA be authorized to exceed by 20 percent the approved budget

amount for a given fiscal year in the event of a workload that exceeds

the level of activity contemplated in the regular budget presentation.

The Subcommittee believes that a formula such as this would be ade-

quate to provide the flexibility necessary to FHA insurance operations.

We are not, however, recommending any specific formula for it is our

opinion that this is a subject on which agreement must be reached

between the Bureau of the Budget and the appropriate standing com-

mittees of the Congress.

Exhibit 11 shows fee and premium income during recent years, the

maximum amount available for operating expenses under the terms

of Public Law 387, the amount of expenses authorized in annual appro-

priation acts, and actual expenses of the FHA.

THE TRADE-IN HOUSE PROGRAM

Your Subcommittee is in agreement that the trade-in house program

could be a significant economic force in the economy. The general

recommendations contained hereinâ��particularly that which provides

for the liberalization of insured mortgage loan ratios for existing

housingâ��should prove to be an important stimulus to the trade-in

house program. There is a growing awareness on the part of both

builders and lenders of the good that an effective program of this kind

would achieve in upgrading the Nation's existing housing supply and

in assisting individual families to adjust their housing facilities as

family size and economic status change. The Subcommittee is of

the opinion that the necessary legislative tools exist and that within

the framework of such regulations and procedures as the FHA Com-

missioner may prescribe the trade-in house program will become an

effective component of the mortgage insurance program.

Recommendation No. 28:

Your Subcommittee recommends that appropriate administrative

steps be taken by the FHA Commissioner to permit the wider use

of the trade-in house program.

Related Recommendations

INTEREST AND DISCOUNT RATES

Your Subcommittee has had extended discussions with representa-

tives of interested agencies and organizations on the broad question of
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interest and discount rates as they affect the operations of the FHA

and the VA. The Subcommittee is aware that this subject has been

under review by the Housing Credit Facilities subcommittee which is

recommending a plan providing machinery whereby rates on FHA

and VA loans would be determined by a representative interagency

committee. Under this plan, rates would be confirmed or revised from

time to time after a careful study of the supply and demand for mort-

gage funds as well as other factors in the National economy.

It is the judgment of the Subcommittee that present conditions in

the mortgage money market do not warrant a change in the statutory

interest rate ceiling now, and indeed a change might tend to destroy

the gains which the market has made toward stability in recent months.

The attention of your Subcommittee has been drawn to a problem

which exists in certain areas of the countryâ��primarily in those States

which are dependent upon outside sources of funds to meet home

mortgage financing requirements. Section 504 of the Housing Act

of 1950, as amended by Public Law 94, approved June 30, 1953, has

been interpreted as divorcing the matter of fees and charges from the

losses sustained in the marketing of loans.

Section 504 relates to both FHA-insured and VA-guaranteed

loans. Under the terms of the statute, a builder may reimburse an

original lender for any loss sustained by that mortgagee in the market-

ing of loans resulting from the sale of houses erected by that builder.

Since it is impossible for the mortgagee to determine in advance

whether he can sell these loans or the amount of loss that he might

sustain, originating lenders are reluctant to enter into arrangements

of this kind.

This creates two principal types of situations: first, with respect

to FHA loans, the practical effect is that the builder has to use his

local lender as a middle manâ��going to another FHA-approved mort-

gagee who will agree in advance to buy the finished loan at a discount.

This procedure has resulted in the payment of heavier discounts than

would be the case if builders and lenders were negotiating locally for

mortgage money.

Second, in the case of VA loans, builders have been forced by the

circumstances of statute and regulations to become non-supervised

VA lenders, closing mortgage loans in their own offices or through

the use of title companies, so that they can then be sold to permanent

investors at the discount prevailing in the market.

Your Subcommittee is of the opinion that this matter should be

brought to the attention of the FHA Commissioner and of the VA so

that appropriate statutory amendments or regulatory changes as re-
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quired may be made to eliminate one step in this complicated pro-

cedure. Simply stated, what is desired is that the builder be able

to deal directly with a lender of his own choice, doing away with the

necessity of having a third party in the transaction.

This suggestion is advanced as one that will benefit the builder and

the home purchaser as well as the local lending institution. In the

first instance, it will free the builder from a considerable amount of

red tape. Secondly, the home owner will benefit through cost savings

in home purchases as the discount situation would be eased. And,

finally, the local financing institution would be better able to take

care of local financing requirements.

MANDATORY BUILDER'S WARRANTY

Your Subcommittee has held extended discussions with representa-

tives of Government agencies, labor organizations and trade associa-

tions which have an interest in the proposal for a mandatory builder's

warranty in connection with Government-insured or guaranteed home

mortgage financing. Evidence presented to the Subcommittee shows

that the volume of home owner complaints, particularly from veteran

home buyers, has fallen off very substantially in recent months. Al-

though many complaints of the past were the direct result of the

publicity arising out of the several congressional investigations and

although representations by home owners were often without founda-

tion, the investigations were extremely helpful in uncovering real

deficiencies. These deficiencies, however, can best be corrected with-

out the adoption of a mandatory builder's warranty. It should also

be noted that many of the deficiencies that have been publicized dated

to a time when many inexperienced builders were operating in an

exceptional seller's market.

Recommendation No. 29:

Your Subcommittee recommends against the adoption of a manda-

tory builder's warranty in connection with Government-insured or

guaranteed home mortgage financing.

The Subcommittee has learned that both FHA and VA have positive

procedures to handle the complaints of home owners and to deal with

the builders of homes which prove defective. Under these proce-

dures, FHA or VA may suspend or withdraw insurance or guaranty

privileges from builders who refuse to make good when it is proved

that the home owner has a justifiable complaint. Special emphasis

should also be given to approval of sites and to site engineering, since

a large proportion of the complaints concerned such matters as drain-

age, rather than actual construction defects.
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The Subcommittee is in general agreement -with the objective to be

achieved by the proposal for a mandatory builder's warranty. It is

our judgment, however, that the imposition of such a warranty in

connection with Government-assisted home financing would do more

harm than good. The proposal has so many burdensome administra-

tive and budgetary implications that it would be unworkable.

The suggestion has been made, and the Subcommittee believes that

it would have a salutary effect, that builders should be required to file

with the FHA or VA a sworn statement of substantial compliance

with plans and specifications. A further suggestion which has con-

siderable merit is that the FHA and VA should establish a procedure

for the exchange of information concerning those builders with whom

the respective agencies have had unsatisfactory results in the matter

of satisfying justified home-owner complaints.

AVAILABILITY OF MORTGAGE MONEY FOR RURAL

NONFARM AREAS AND SMALL COMMUNITIES

Your Subcommittee has directed its attention to the question of

availability of adequate mortgage money for the home financing re-

quirements of rural nonfarm areas. Although no precise measure-

ment is presently available, concrete evidence of the problem is con-

tained in the difficulties which prompted the enactment of the VA

direct lending program and the fact that only 5 percent of FHA home

mortgage insurance has been reported by counties with no urban com-

munities of 10,000 or more. (See Exhibit 6.) These counties

accounted for nearly one-fifth of the Nation's nonfarm dwelling units

in 1950. Testimony from various witnesses confirmed that conven-

tional financing is only slightly more readily available in these com-

munities than is FHA- or VA-assisted financing.

Although the official definition of "nonfarm" makes a distinction

between "urban" and "nonfarm" on the basis of populations above or

below 2,500, the Subcommittee is of the opinion that home financing

problems are essentially similar in most communities of 10,000 or less

which are not within the immediate sphere of influence of larger

communities.

The home financing problems of these areas stem principally from

three circumstances. First, the local pools of savings are generally

inadequate for substantial home financing activities. Second, major

sources of funds outside the local communities are hesitant to enter

these markets in adequate volume because of higher servicing costs and

doubts about favorable experience in view of the relatively limited

marketability of homes in smaller communities. And third, it has

been suggested, that local sources of finance have generally not made

aggressive effort to solve the home financing problems of their areas,
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either because of inertia or lack of appreciation of the problems and

opportunities that are present.

Three major steps may be noted which the Subcommittee believes

will contribute to relief of the problems of home financing in smaller

communities. First, the growing prefabrication industry is alert to

the marketing opportunities in these communities and is developing

financing techniques adapted to their needs in these areas. The forces

of competition can be expected to lead to some benefits to all home

financing as a result of these operations.

Second, your Subcommittee Recommendation No. 9 proposes au-

thority for the FHA Commissioner to permit an appropriate monthly

service charge in connection with Section 203 mortgages in these areas

as an offset to the higher servicing costs which outside lenders would

encounter in these areas as compared with operations in larger

communities.

And third, Recommendation No. 1 increases the maximum amounts

and repayment periods for FHA Title I modernization and improve-

ment loans, changes which may be more than normally effective in

smaller communities since these operations do not entail individual

case reviews or processing by FHA.

Recommendation No. 30:

As a further aid, your Subcommittee recommends that FHA and

VA consider the feasibility of providing special assistance to mort-

gagees in small communities in the preparation of application forms

and exhibits required to initiate either FHA or VA case processing.

Perhaps traveling representatives, who would call on lenders in

small towns periodically, would be effective in such a plan. It was

also suggested that FHA investigate the possibilities of providing

improved service to these smaller communities through use of local

qualified appraisers and architectural inspectors on a fee basis.

The Subcommittee received two specific proposals which in the

judgment of the Subcommittee are beyond the purview of our investi-

gations. The first was a proposal that FHA-insured mortgages made

by commercial banks be omitted, as are VA-guaranteed loans, in the

computation of the permissible volume of real estate loans that may

be made in relation to capital and surplus or savings deposits. The

second was a proposal that out-of-town correspondents be permitted

to purchase participation shares in the insured or guaranteed loans

previously originated by commercial banks in smaller communities.

Under present rules, such participation must be arranged for prior to

origination of the loan. Compliance with this rule for each indi-

vidual small home loan is cumbersome and unworkable.

61

APP. I-SUBCOMMITI'BE ON FHA-VA PROGRAMS 

either because of inertia or lack of appreciation of the problems and 
opportunities that are present. 

Three major steps may be noted which the Subcommittee believes 
will contribute to relief of the problems of home financing in smaller 
communities. First, the growing prefabrication industry is alert to 
the marketing opportunities in these communities and is developing 
financing techniques adapte.d to their needs in these areas. The forces 
of competition can be expected to lead to some benefits to all home 
financing as a result of these operations. 

Second, your Subcommittee Recommendation No. 9 proposes au
thority for the FHA Commissioner to permit an appropriate monthly 
service charge in connection with Section 203 mortgages in these areas 
as an offset to the higher servicing costs which outside lenders would 
encounter in these areas as compared with operations in larger 
communities. 

And third, Recommendation No. 1 increases the maximum amounts 
and repayment periods for FHA Title I modernization and improve
ment loans, changes which may be more than normally effective in 
smaller communities since these operations do not entail individual 
case reviews or processing by FHA. 

Recommendation No. 30: 
As a further aid, your Subcommittee recommends that FHA and 
VA consider the feasibility of providing special assistance to mort
gagees in small communities in the preparation of application forms 
and exhibits required to initiate either FHA or VA case processing. 

Perhaps traveling representatives, who would calIon lenders in 
small towns periodically, would be effective in such a plan. It was 
also suggested that FHA investigate the possibilities of providing 
improved service to these smaller communities through use of local 
qualified appraisers and architectural inspectors on a fee basis. 

The Subcommittee received two specific proposals which in the 
judgment of the Subcommittee are beyond the purview of our investi
gations. The first was a proposal that FHA-insured mortgages made 
by commercial banks be omitted, as are VA-guaranteed loans, in the 
computation of the permissible volume of real estate loans that may 
be made in relation to capital and surplus or savings deposits. The 
second was a proposal that out-of-town correspondents be permitted 
to purchase participation shares in the insured or guaranteed loans 
previously originated by commercial banks in~ smaller communities. 
Under present rules, such participation must be arranged for prior to 
origination of the loan. Compliance with this rule for each indi
vidual small home loan is cumbersome and unworkable. 
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In this connection, it is the understanding of the Subcommittee that

the Subcommittee on Housing Credit Facilities has explored the

question of participation loans and has found that a modest number

of such transactions has taken place.

As a measure which may assist in stimulating the flow of home

mortgage funds into small communities, we wish to join the Housing

Credit Facilities Subcommittee in recommending that appropriate

amendments be made to the regulations of the Federal Housing Ad-

ministration and of the Veterans' Administration, relating to loans

guaranteed under the Servicemen's Readjustment Act, so as to permit

and encourage the origination and sale of participations in individual

mortgages.

HOUSING FOR MINORITY GROUPS

Your Subcommittee has devoted very considerable thought and

attention to the problem of improving the housing of minority groups,

both as to standards of quality and general increase in the number

of available units. It is our judgment that the liberalizations in

the statutory requirements for the insurance of mortgage loans under

Section 203 of the National Housing Act will serve to assist minority

groups in obtaining more adequate housing to a very substantial

degree. The schedule of smaller down payments recommended for

Section 203 mortgage loans, together with the recommendation to

put down payments on existing housing on a par with new construc-

tion, should go a long way toward improving housing availability

and housing standards for minority group families.

Since a large part of minority group families are in the lower

income brackets, a program designed to facilitate the acquisition by

such families of sound or reconditioned existing housing of lower

cost will be, we believe, the one most likely to succeed in serving

effectively to meet the practical needs of such families. This was

a major consideration influencing your Subcommittee's recommenda-

tion that the lower down payment schedules for new housing be made

applicable to existing housing.

Your Subcommitte heard testimony of the progress being made

by the FHA in providing insured mortgage financing for housing

for nonwhite families. Not only has FHA expanded its staff of

personnel assigned to minority housing problems, but also FHA has

engaged in several studies and market analyses which have pointed

up the problems that exist and the possibilities for solution.

Statistical data show the marked rise in family incomes of minority

groups in recent years. It has also been demonstrated that minority

group families have proved to be satisfactory credit risks. It is the
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judgment of the Subcommittee that these data should be made avail-

able more widely in an effort to overcome the reluctance of builders

and lenders.

COMMUNITY FACILITIES

The Subcommittee has reviewed the activities of the Housing and

Home Finance Agency in making loans and grants for the provision

of defense community facilities and services in critical defense hous-

ing areas. Title III of Public Law 139 under which this program

has gone forward expires on June 30, 1954. Approximately $20 mil-

lion was appropriated to the Administrator and some $4.6 million to

the Public Health Service. These funds have been used to assist some

100 communities in providing essential facilities, primarily water and

sewer projects.

Recommendation No. 31:

Your Subcommittee is of the opinion that any remaining defense-

related needs for community facilities should be apparent at this

time and should be accommodated prior to the scheduled expiration

date of Title III of Public Law 139.

Exhibit 12 shows the number and dollar amount of loans and grants

by type of project assisted under this program.

The VA Home Loan Guaranty System

The program of home loan guaranties for veterans has in less than

10 years come to play a significant role in home mortgage financing.

The program was authorized under the terms of the Servicemen's Re-

adjustment Act of 1944, generally referred to as the GI Bill of Eights.

From the time the program was started until the end of September

1953, more than 3.1 million veterans have had their home loans guar-

anteed or insured by the Veterans' Administration. These loans were

in a principal amount of $20.7 billion and the guaranty or insurance

amounted to about $11.1 billion. It is estimated that at the end of

September 1953, approximately $15.3 billion of principal balances

was outstanding.

Up to the present time defaults have not been significant. Only

about 17,000 claims have been paid and some 11,600 properties ac-

quired, while almost half a million guaranteed loans have been paid

in full. Loans on which claims have been paid are equal to only one-

half of 1 percent of total loans closed.

There is attached as Exhibit 13 a brief summary of the home loans

guaranteed or insured by the VA. This statement also includes a
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record of home loan applications and loan closings by years and a

summary of property management activities.

In addition to the guaranty program, to enable veterans to purchase

homes in areas where mortgage money is in short supply, a program

of direct loans was authorized. As shown in Exhibit 14, by the end of

September 1953, some 38,000 veterans had received direct home loan

assistance amounting to just over a quarter of a billion dollars.

POTENTIAL LIABILITY OF VA PROGRAM

Your Subcommittee is impressed by the fact that the outstanding

volume of loans which have been guaranteed or insured by the VA is

at the present time just about equal to the outstanding insurance lia-

bility of the FHA. This has given rise to concern over the contingent

liability to the Federal Treasury. While the FHA, in accordance

with the statutory provisions of the National Housing Act, charges an

insurance premium and is accumulating reserves with which to meet

losses, no similar provision exists in connection with the veterans

program. Furthermore, the FHA insurance contract provides for

payment in debentures upon default of insured mortgages, while the

VA meets its claims by cash payments.

Your Subcommittee has considered the desirability of establishing

a reserve to support future losses in the VA program. Some wit-

nesses have suggested that a reserve equivalent to one-half of 1 percent

of the amount of loans guaranteed should be provided by annual

appropriation.

Another proposal presented to the Subcommittee is that in order to

reduce the potential cash exposure of the Treasury to loss, the VA

program should be put on the same type of debenture settlement basis

as the FHA follows today. This would serve, in the event of a severe

real estate depression, to permit the Federal Government to meet the

liability for losses in the VA home loan guaranty program by issuing

debentures in exchange for defaulted mortgagesâ��instead of forcing

the Treasury to enter an unfavorable market to sell obligations to get

the money to pay off claims in cash.

Both the FHA and the VA have been administering their programs

during an almost constantly rising real estate market. For this rea-

son, it is difficult to estimate the true extent of the contingent liability

of the Government by virtue of the mortgage insurance and guaranty

programs of the two agencies.

In the time available to your Subcommittee, it has not been possible

to arrive at a conclusion of what should be done about the potential

liability of the VA program. We are aware that the Subcommittee

on Housing Credit Facilities has also explored this matter in connec-
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tion with their investigations and we join in their recommendation

that a study be made. On the basis of such a study, the Administration

would be able to recommend to the Congress an appropriate course of

action.

Recommendation No. 32:

Your Subcommittee recommends that an objective and independent

long-range study be made of the loss that may reasonably be antici-

pated on the loans subject to partial guaranty or insurance by the

Veterans' Administration under the provisions of the Servicemen's

Readjustment Act of 1944.

This recommendation of your Subcommittee is in accord with the

position which we have taken in connection with the reserve position

of the FHA as discussed in an earlier section of this report.

OPERATIONS OF THE VA HOME LOAN GUARANTY PROGRAM

Your Subcommittee has devoted a considerable amount of time to

the administration and operation of the home loan guaranty program.

We have met with representatives of the principal national veterans

organizations as well as with builders and lenders and officials of the

Federal agencies intimately connected with the program. These dis-

cussions and meetings have produced an abundance of criticism of

the program and many recommendations for full or partial merger

or consolidation of the FHA and VA programs.

In our meetings with representatives of the national veterans or-

ganizations, we learned that those groups are, by and large, committed

to the single veteran agency concept and are inclined to look upon

the divorcement of the home loan guaranty program as a step toward

further dismemberment of the Veterans' Administration. These rep-

resentatives also advised your Subcommittee that there would have to

be a showing of substantial and significant benefits in terms of cost

savings and service to the veteran to bring about a change in this

attitude.

In order to find the primary sources of the troubles that had been

related to the Subcommittee, to provide the documentation desired

by the veterans organizations and to assist the Subcommittee in

arriving at a reasonable and proper conclusion, we undertook a na-

tionwide survey of home builders and home mortgage lenders. This

survey was designed to provide the Subcommittee with a body of fac-

tual information and to identify the particular areas of duplication

and overlapping between the two systems that have caused the

reported concern of builders and lenders.
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As a further step, two consultants were employed on behalf of the

Subcommittee to conduct investigations in the field, to evaluate tlie

results of the special survey, and to provide advice and recommenda-

tions for the benefit of the members of the Subcommittee.

RESULTS OF THE SURVEY

The survey conducted by your Subcommittee showed that major

variations between FHA and VA are to be found at almost every stage

of operations. Although the 2 programs are basically similar, the 2

agencies vary widely in market analysis, land planning and construc-

tion requirements, and in appraisal and inspection standards.

The principal objections as shown by the survey are:

1. The time required to secure VA appraisals and Certificates of

Reasonable Value. The survey showed that on the average it takes

twice as long to get a CRV from the VA field office than it does

to get an FHA commitment. Many commented that VA appraisals

are unrealistic, making no allowance for refinements in building prod-

ucts or planning, and forcing builders to leave out popular items de-

manded by veteran purchasers. The result has been the production of

a minimum house unacceptable to many veterans. Some respondents

claimed that the trouble with VA appraisals goes directly to the fact

that the VA field service does not have the kind of cost section that

FHA maintains for purposes of accurate and constant compilation

of cost data.

2. The time and expense involved in submitting duplicate materials

to the two agencies where dual commitments are sought. Many re-

ported that VA insists on additional documents and exhibits not re-

quired by the FHA. This is particularly true in connection with

VA's new subdivision requirements. Inasmuch as VA field offices are

not staffed with personnel technically qualified to pass on subdivision

plans, they require that a professional engineer independent of the

engineering firm employed by the developer pass on and approve sub-

division proposals. This requirement entails considerable additional

expense and loss of time to the developer who tries to build for both

the FHA and VA market.

3. The wide variance in the application of Minimum Property or

Construction Requirements by the FHA and VA offices. Major varia-

tions were reported by more than 60 percent of the respondents. Many

volunteered the comment that this has produced an almost impossible

situation from the standpoint of stability of building operations and

often leads to substantial added costs. There were many additional

complaints to the effect that VA field personnel are not consistent in

applying these standards.
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4. Wide variations between FHA and VA construction cost esti-

mates and determination of improved lot values. One-third of those

responding, to the survey stated that the conflicting procedures of the

two agencies decreased the availability of funds locally for investment

in home mortgage loans.

5. The delay in getting final VA inspections. Not only does VA

require an additional final inspection in many cases after FHA has

already made inspections, but extended delays in getting this final VA

inspection made often postpones loan closing and possession by the

veteran purchaser.

6. The inability of VA to handle a general escrow in connection with

a housing project. This causes considerable delay and additional costs

in preparing individual escrows for each property in a development.

7. The additional costs resulting from duplication and conflict of

procedures. As shown in the following table, most builders and

lenders responding to the survey reported that additional costs were

present. Many volunteered the obvious comment that these additional

costs, as well as other items of indirect costs, are always passed on to

the veteran purchaser.

Estimates of Increased Cost Caused by Duplication and Conflict of Procedures

between FHA and VA

Percent of

Amount of added cost: responses

None 13

$l-$9 8

$10-$19 7

$20-$49 21

$50-$99 22

$100-$199 18

$200 or more 11

100

The survey showed, too, that the faults were not all on the VA side.

In some areas, the VA is preferred over the FHA even in the presence

of some added cost factors. Some builders reported that VA inspec-

tors being fee personnel spotted all over an area were often able to give

faster service in outlying communities than FHA salaried appraisers

or inspectors who had to travel long distances. In some areas, the

FHA office was charged with not giving as good service as the VA

office. A few held that FHA appraisals were not as realistic as VA

appraisals. These comments were in the smallest minority. Never-

theless, your Subcommittee is of the opinion that the Administrator

should take up these matters with the FHA Commissioner, so that any

areas of weakness in FHA field operations may be corrected.
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The net result of the duplication and overlapping between the sys-

tems of home mortgage loan insurance and home loan guaranty has

been the progressive discouragement of home builders and lenders to

participation in the respective programs. In responding to the sur-

vey conducted by your Subcommittee, some few builders have re-

ported that they were abandoning the use of FHA mortgage insur-

ance. On the other hand, many builders and lenders volunteered that

they had long ago completely stopped participation in the VA home

loan guaranty program. In addition, evidence has been presented to

the Subcommittee that the vast majority of small builders throughout

the country have long since stopped producing homes for sale to

veterans.

These small builders, who normally have limited access to sources

of financing and who work on a small margin of profit, have been

unable to maintain efficient operations when faced with the many

delays and added cost factors that have beset their efforts to produce

homes for veterans under the VA home loan guaranty program.

Not all large builders have as yet abandoned the VA program al-

though many of them have indicated that they propose to do so unless

the present difficulties are corrected. In some areas, however, the

large-scale builder that continues to operate under the VA program

is doing so under protest. The responses to the survey of your Sub-

committee show an increasing amount of irritation with VA pro-

cedures and requirements. They report that the increased cost of

doing business with the VA is in all cases passed on to the veteran

purchaser.

The veteran himself is pretty much removed from the operations of

the VA home loan program. The matters discussed here are of a

rather technical nature and not understood by the average citizen. All

that the veteran knows is that he was not able to purchase a given

home, or that it took him a long time to consummate the purchase,

or that the home he succeeded in purchasing cost more than it should

have. It is impossible, of course, to estimate the number of veterans

who have been denied homes as a result of these difficulties or to

estimate accurately the total of additional costs that have been added

to the purchase price.

CONCLUSION

It is the judgment of your Subcommittee that the underlying pur-

pose of the home loan guaranty program is to enable the veteran to

get a home with favorable mortgage financing. Starting from this

premise, we have had extended discussions over the best method of

giving effect to the manifest congressional intent.
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We believe that this method is embodied in the following recom-

mendation :

Recommendation No. 33:

Your Subcommittee recommends that the President direct the

Administrator of the Housing and Home Finance Agency, the

Administrator of Veterans' Affairs, and the Commissioner of the

Federal Housing Administration to work out an interagency agree-

ment under which the Veterans' Administration would contract

with the Federal Housing Administration to perform the technical

functions of processing veterans' home loan applications under the

present home loan guaranty program.

This recommendation is designed to have one agency of the Federal

Government charged with the administration of the functions of

market analysis; land planning requirements; valuation and ap-

praisal; minimum property and construction standards; and prop-

erty inspection.

The interagency agreement should remain in force from year to

year until canceled by mutual agreement, or by either party upon

adequate notice in writing by either party to the other.

Your Subcommittee recommends that an Assistant Commissioner,

who should be a veteran, be designated by FHA to supervise these

operations and to maintain liaison with the Assistant Administrator

for Veterans Benefits (Loan Guaranty).

The Subcommittee is aware of the fact that the Loan Guaranty

Service has been given a more prominent stature in the VA organ-

ization. It is our opinion that the Loan Guaranty Service should

retain this stature even after the technical processing functions are

transferred for operation within the framework of the Housing and

Home Finance Agency. The Assistant Administrator for Veterans

Benefits (Loan Guaranty) would be responsible not only for the

program of direct loans, the guaranty of business loans and farm

loans, and for the program of grants to assist paraplegic veterans

in acquiring specially constructed homes, but also for the many sig-

nificant functions which the Loan Guaranty Service would continue

to perform in the home loan guaranty program. These include the

certification of the eligibility of veterans; liaison with the Federal

Housing Administration; issuance of home loan guaranties; and

loan servicing, payment of claims, etc.

Since this recommendation goes only to the delegation of the

processing functions without any change in the existing statute gov-

erning the home loan guaranty program, the criterion of "Reason-

able Value" must be applied. In the negotiation of the mutual
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'

agreement between the two agencies due consideration should be

given to the realistic application of this criterion.

Many persons appearing before your Subcommittee, including

representatives of veterans organizations, have argued that the sales

price control feature of the home loan guaranty program is not as

significant a factor today as it was in the immediate postwar period.

To the extent that sales price control serves to protect the veteran

and to control to some extent the management of liberal credit, there

can be no argument that it does not serve a purpose.

It has been brought to our attention, however, that in many instances

throughout the country the sales price-control feature of the present

VA program has served to prevent many veterans from acquiring

homes, or the type and quality of homes they sought to purchase. It

has also been one of the factors which has prompted many builders

to abandon the home loan guaranty program. It is our judgment that

sales price control must be applied realistically to assure the coopera-

tion of all parties participating in the home loan guaranty program.

Your Subcommittee is of the opinion that this recommendation will

be acceptable to the greatest number of individuals and organizations

interested in the home loan guaranty program. It is our judgment,

confirmed and supported by the consultants employed on behalf of the

Subcommittee, that this is a feasible step to be taken at this time.

We believe that the homeseeking portion of the veteran public will be

well-served under the proposed arrangement. It is our belief that

with the present sources of irritation, delay, and added costs removed,

reputable builders will go forward with the production of an ade-

quate supply of good housing for sale to eligible veteran purchasers

at fair prices. This, certainly, is the objective of the program.

Our recommendation should serve to remove the fears often ex-

pressed by the representatives of veterans organizations. The sug-

gested arrangement leaves the Veterans' Administration intact, pre-

serving its basic responsibility for certifying eligibility of veterans,

for guaranteeing home loans for veterans and for servicing such loans.

The Subcommittee recommendation relates solely to the series of

technical functions over which the individual veteran has never had

any control. These are primarily builder relationships with the proc-

essing agency and its representatives. It should be apparent to vet-

erans groups that to have all processing done by one agency will serve

to eliminate the added costs of dealing with two agencies and, in the

long run, to make more homes available to veterans at lower costs.
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Exhibit 1

INDIVIDUALS WHO HAVE APPEARED BEFORE THE SUBCOMMITTEE ON

FHA AND VA HOUSING PROGRAMS AND OPERATIONS

Asher Achinstein, Council of Economic

Advisers.

Richard H. Adams, Budget Examiner,

Bureau of the Budget.

J. Stanley Baughman, President, Fed-

eral National Mortgage Association.

R. D. Beynon, Director, Real Property

Management, Department of Defense.

George L. Bliss, President, Century Fed-

eral Savings and Loan Association,

New York; Chairman, Subcommittee

on Housing Credit Facilities.

Burton C. Bovard, General Counsel,

Federal Housing Administration.

J. Olney Brott, General Counsel, Amer-

ican Bankers Association.

S. Perry Brown, Past National Com-

mander, American Legion.

Wallace J. Campbell, Director, Wash-

ington Office, the Cooperative League

of the United States of America.

Norman Carpenter, Second Vice Presi-

dent, Metropolitan Life Insurance Co.

Robert W. Clemens, Houston, Tex.

Herbert S. Colton, General Counsel,

National Association of Home Build-

ers.

J. Wendell Coombs, Allied Building

Credits, Inc., Los Angeles, Calif.

Bryce Curry, Research Assistant, Na-

tional Savings and Loan League.

Harry H. Cutler, Editor, The Magazine

of Prefabrication.

John Dervan, Attorney, Loan Guaranty

Service, Veterans' Administration.

John M. Dickerman, Executive Director,

National Association of Home Build-

ers.

Adin M. Downer, Assistant Legislative

Representative, Veterans of Foreign

Wars of the United States.

Benjamin Fischer, Director, National

Housing Committee, Congress of In-

dustrial Organizations.

Franklin G. Floete, Assistant Secretary

of Defense (Properties and Installa-

tions).

Raymond M. Foley, Housing Consult-

ant, Washington, D. C.

Arthur J. Frentz, Assistant Commis-

sioner, Title I Division, Federal Hous-

ing Administration.

Walter Gehrke, President, First Federal

Savings and Loan Association of De-

troit

Walter J. Gill, National Association of

Real Estate Boards, Newark, N. J.

Arthur S. Goldman, Market Research

Director, the Magazine of Building.

Walter L. Greene, Deputy Commis-

sioner, Federal Housing Administra-

tion.

Albert Gross, Gross-Morton Corp., New

York, N. Y.

William B. F. Hall, President, Prefab-

ricated Home Manufacturers' Insti-

tute.

Harry Held, Vice President, the Bow-

ery Savings Bank, New York.

Guy T. O. Hollyday, Commissioner,

Federal Housing Administration.

Dr. Frank S. Home, Assistant to the

Administrator, Office of the Adminis-

trator, HHFA.

R. G. Hughes, First Vice President, Na-

tional Association of Home Builders,

Member, Subcommittee on Housing

Credit Facilities.

Omar B. Ketchum, Director, National

Legislative Service, Veterans of For-

eign Wars of the United States.

T. B. King, Acting Assistant Deputy

Administrator (Loan Guaranty),

Veterans' Administration.

David L. Krooth, Member, FHA Ad-

visory Committee on Cooperative

Housing.

Curt C. Mack, Assistant Commissioner

Underwriting Division, Federal Hous-

ing Administration.

Graham Macmillan, Assistant General

Manager, Mortgage Loan and Real

Estate Investment Department, the

Prudential Life Insurance Co.
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James McEwan, Loan Guaranty Service,

Veterans' Administration.

Joseph B. McGrath, Assistant Director,

Legislative Department, National As-

sociation of Home Builders.

John Mitchell, Office of the Assistant

Secretary of Defense (Properties and

Installations).

M. K. M. Murphy, Vice Chairman, Legis-

lative Committee, United States Sav-

ings and Loan League.

Samuel E. Neel, General Counsel, Mort-

gage Bankers Association.

Thomas Nimms, Secretary, Savings and

Mortgage Division, American Bank-

ers Association.

General John O'Brien, Vice President,

Prefabricated Home Manufacturers'

Institute.

Orvil R. Olmsted, Assistant Commis-

sioner for Management and Disposi-

tion, Public Housing Administration.

Albert A. Payne, Executive Secretary,

National Association of Real Estate

Boards.

Roland Perotti, Washington Representa-

tive, Bank of America, San Francisco,

Calif.

William Pfleger, Budget Examiner,

Bureau of the Budget.

Clyde L. Powell, Assistant Commis-

sioner, Rental Housing Division, Fed-

eral Housing Administration.

Perry I. Prentice, Editor and Publisher,

the Magazine of Building.

Joseph E. Reeve, Fiscal Analyst, Bureau

of the Budget.

John Reilly, Chairman, Committee on

Mortgage Financing and Urban Hous-

ing, American Bankers Association.

Franklin D. Richards, Franklin D.

Richards and Associates, Inc., Wash-

ington, D. C.

Winfleld W. Riefler, Assistant to the

Chairman, Federal Reserve Board.

Bert Seidman, Staff Economist, Ameri-

can Federation of Labor.

Pere F. Seward, Assistant Commi0-

sioner, Division of Community Facili-

ties and Special Operations, Office

of the Administrator, HHFA.

Herbert J. Snodgrass, Chairman, Na-

tional Housing Committee, Veterans

of Foreign Wars of the United States.

Harry H. Steidle, Manager, Prefabri-

cated Home Manufacturers' Institute.

Thomas J. Sweeney, Loan Guaranty

Service, Veterans Administration.

Merton B. Tice, Senior Vice Commander-

in-Chief, Veterans of Foreign Wars of

the United States.

Carroll A. Towne, Chief, Community

Operations Production Division,

Atomic Energy Commission.

Lawson M. Watts, Vice President, First

National Bank in St. Louis, St. Louis,

Mo.

Bernard Weitzer, National Legislative

Director, Jewish War Veterans of the

United States.

Burton O. Young, Director, Defense

Programs Branch, Office of the Ad-

ministrator, HHFA.
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EXHIBIT 2-Continued 

Home Mortgage8 In8ured, by FHA, 193~une 195~, and, Statu8 of the Program, (U of June 30, 195~ 

[Dollars amount in thousands] 

Year 

Home mortgage programs 
total' Title I-secs. 2 and 8 

Title n 

Bee. 203 Bee. 213 

Number I Amount Units I Number I Amount I Units I Number I Amount Units I Number I Amount I Units 

Insurance written: 1935 ______________________________________ _ 
1936 ______________________________________ _ 
1937 ______________________________________ _ 
1938 ______________________________________ _ 
1939 ______________________________________ _ 
1940 ______________________________________ _ 
1941 ______________________________________ _ 
1942 ______________________________________ _ 
1943 ______________________________________ _ 
1944 ______________________________________ _ 
1946 ______________________________________ _ 
1946 ______________________________________ _ 
1947 ______________________________________ _ 
1948 ______________________________________ _ 
1949 ______________________________________ _ 
1950 ______________________________________ _ 
1951 ______________________________________ _ 
1952 ______________________________________ _ 

January-June 1953 ____________________________ _ 

Data as of June 30, 1953: 
Mortgages insured , ______________________ _ 

23,397 
77.231 

102, 076 
115, 124 
1M, 530 
177,400 
210.310 
223,562 
166,402 
146, 974 
96, 776 
80,872 

141,361 
300,034 
305, 705 
342,582 
252. 642 
234, 426 
135, 319 

3, 296, 726 

Mortgages terminated_____________________ 1,396, 201 
Mortga~es in force_ _ _ ______ _ _ __ _______ _ _ _ _ 1,854,410 
Amortization ___________________________________ - _____ _ 
Insurance in force. _ ____ ___ _ __ _ _ __ _ _ _ _ _ _ _ _ _ 1,854, 410 

Properties acquired 1__________________________ 15, 1~9 
Properties sold 1____ _ _______________ __________ _ 13,671 
Properties on band 1_ _ _ _ ___ _______ _ __ _ ____ _ _ _ _ 1,488 
Net loss to insurance fund 1 ______________________________ _ 

$93, 882 
308,946 
424, 373 
485. 812 
694,764 
762, 084 
910, 770 
973. 271 
763,097 
707,363 
474, 246 
421,949 
891, 675 

2, 116, 043 
2, 209, 842 
2, 492, 367 
1, 928. 433 
1.942, 307 
1,167,932 

25, 453 
83,920 

110, 850 
122, 160 
171,232 
182. 974 
215, 777 
235, 766 
189, 733 
157,138 
103,378 
85,751 

150,091 
320, 725 
319,506 
351,528 
261,231 
246,109 
141,389 

-------------.------
----------

6,815 
10.783 
9,107 
7,733 
6, 221 

335 
----------
----------
------- ---
----------

2,390 
3,284 
1,759 
6, 152 
50 815 
2,266 

--------------------
----------$12. 566 

25, 348 
25,593 
20,632-
14, 810 

m 
--------------------
--------------------

7,374 
13.280 
7,428 

28,729 
30, lOS 
11,493 

---------- 23, 397 
--.------- 77,231 
---------- 102, 076 

&,846 109, 279 
10, 783 153, 747 
9,107 168, 293 
7, 733 198,799 
6, 221 149,635 

335 52,408 
---------- 46,677 
---------- 48,672 

---------- 66,858 
-.-------- 76, 813 

2,390 133,280 
3,284 257,622 
1, 769 338,125 
6, 152 24&. 4M 
5,816 212, 748 
2,266 120.461 

19, 772, 1M 13, 474, 711 1 50, 584 I 198, 011 I 60. M4 12, 679, 476 
(Data below excludes Sec. 2 

6, 712, 852 
12, 932, 692 
1,562,077 

11,370.615 
92. 551 
81, 981 
10.569 
5,069 

mortgages) 
165 156 705 156 1, 102. 546 

19,324 14, 313 70,696 14,313 1, 476, 929 
---------- ____ ----- - 2, 476 - --- --- - -- - ___ - - ___ _ 

19,324 14, 313 68, 220 14,313 1,476, 929 
18. 315 5 24 5 50 097 
16, 435 --- _______ ---------- ---------- 4, 893 

1, 880 6 24 6 3)4 

--------- -1- -- ---- ---1---- ----- -.- ---------.- -- - -- -- --

I Component parts may not add to indicated totals because of negative adjustments. 
I Included in mortgages terminated. 
I AppUes only to properties 1OJd. 

$93, 882 25, 453 
300, 945 83, ~ 
424, 373 110, 850 
473, 246 116, 315 
679. 416 160, 449 
738, 490 173, 867 
876, 707 204, 076 
691, 446 154, 137 
244. 614 56, 229 
216, 368 48. 895 
219, 300 48, 869 
34t357 70,095 
445,667 81.246 
880, 353 139. 645 

1, 8M, 56. 266, 341 
2, 466, 056 346, 567 
1, 898, 698 253, 407 
1, 772, 472 222, 368 
1, 044, 114 124, 882 

------iia- ---$2,-464- -------iii 
3, 235 30, 355 3, 23S 
1, 397 14, 109 1, 397 

15, 6S8. 867 2, 686, 611 4, 945 46, 028 4, HI 

&. 261, 070 
10,397,797 
1, 201,709 
9,196, 088 

28. 886 
'ZI,479 
1,406 

N.A. 6 M e 

2, 767 

N. A. 4,939 46, 874 4, 939 __________ __________ 928 _________ _ 

N. A. 4, 939 44, 961 .. 939 
5, 097 ---------- ---------- ----------
4, 893 ---------- ---------- ----------2()4 _____________________________ _ 
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Sec. 603 

Number I Amount 

Insurance wr1 tten: 1941 ______________________________________ _ 
1942 ______________________________________ _ 
1943 ______________________________________ _ 
1944 ______________________________________ _ 
1945 ______________________________________ _ 
1946 ______________________________________ _ 
1947 ______________________________________ _ 
1948 ______________________________________ _ 
1949 ______________________________________ _ 
19M ______________________________________ _ 
1951 ______________________________________ _ 
1952 ______________________________________ _ 

January-June 1953 ____________________________ _ 

3, 778 
68, 706 

113.659 
100,320 

50,244 
14, 034: 
64, 570 

163.444 
43,550 
2,094 

40 
16 
58 

Data as of June 30, 1953: 
Mortgageslnsured 1_______________________ 624, 645 
Mortgages terminated__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 293, 131 
Mortgages in force___ _ _ _ _ __ _ __ __ _ _ _ _ _ _ _ __ _ _ 331,514 
Amortization ___________________ .;. _____________________ _ 
Insurance in force_____ _ _ _ _ _ _ _ __ _ _ _ _ _ __ _ _ _ _ _ 331,514 

Properties acquired ,_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 10, 045 
Properties sold '_______________________________ 8,767 
Propert1eson band .___________________________ 1,278 
Net loss to insurance fund c _______________________________ _ 

$13,431 
267,016 
517,656 
491,069 
255, 044 
74.653 

449,028 
1,224,926 

336,321 
16, 005 

258 
109 
245 

3,645, 227 
1,449,500 
2,195,726 

3SJ,532 
1,842,194 

63,594 
54, 461 
9,133 
2,300 

Title VI 

Title IX-sec. 003 
Sees. 603-610 Sec. 611-single family 

Units I Number I Amount I Units I Number I Amount Units I Number I Amount I Units 

3, 968 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ________ _ 
76.408 ___________________________________________________________________________________________ _ 

134,169 ___________________________________________________________________________________________ _ 
108, 266 ___________________________________________________________________________________________ _ 

54,549 ___________________________________________________________________________________________ _ 

15,676 
68,860 

--------.4 - ------$2i -1 - - - - - - - - - -1- - - - - - - - - - 1 - - - - - - - - - - - - 1- - - - - - - - - - 1- - - - - - - - - - 1- - - - - - - - - - ,- - - - - - - - - -

8

1 
________ --1--------- -- -1----------1----------1--------- -1----------177,619 

47.973 
920 3,390 

1,249 5,677 
2,265 

40 
16 
58 

604 2,880 
549 3,909 

29 182 
7 44 

689, 999 I 3, 362 
(t) 332 
(I) 3,030 

(I) I 3,030 
13,201 12 
11,531 11 
1,670 1 

16, 103 
1,288 

14,815 
1,384 

13,431 
47 
41 
6 
2 

1,071 _____________________________________________________________ _ 
1, 008 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ________ _ 

937 
1,185 

40 
7 

5,156 

~:~ 
(I) 

- - - -- --- __ I ------ - -- - - -. - --- - - - - - -1- - - - - -- - - -1---- ----- -1---- --- ---

_ ______ ~_I ________ ~_I _______ ~~_I---~f~~-r$i~~-I----~f~ 
75 
3 

72 

72 

556 
22 

534 

75 
3 

72 

23,640 
27 

23,613 14 1 __________ 1 _________ _ 

520 72 23,613 

206, 462 27, 341 
213 (2) 

206,250 (2) 2,039 _________ _ 
204,211 (I) 

l~ 1= = = === = == = I === == === == == I = ==== = === = 1== = ======= 1=:== = = = === 1= == = = = = === 1 ------ --- -. ---------- --1-- ---- --- -1---------- .---- --- --- .---- --- ---

1 Component parts may not add to Indicated totals because of negative adjustments or rounding of numbers. 
I Not available. 
a Included in mortgages terminated • 
• Applies only to properties sold. 

Source: Fedeml Housing Admlntstrstlon. 
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EXHIDIT 2-Continued 

Project Mortgage8 Insured, by FHA, 1935-June 1953 and Status of the Programs as of June SO, 1953 

[DoUsr amounts in thousands] 

Title II 
Project mortgage program 

total 1 Title VI-Sec. 008 
Year 

Number I Amount 

Insurance written: 
193~ ______________________________________ _ 
1936 ______________________________________ _ 
1937 ______________________________________ _ 
1938 ______________________________________ _ 
19.39 ______________________________________ _ 
1940 ______________________________________ _ 
1941 ______________________________________ _ 
1942 __ - ___________________________________ _ 
1943 ______________________________________ _ 
1944 __ - ___________________________________ _ 
1945 ______________________________________ _ 
1~ ______________________________________ _ 
1947 ______________________________________ _ 
1948 ______________________________________ _ 
1949 ______________________________________ _ 
1950 ______________________________________ _ 
1951 ______________________________________ _ 
1952 ________ - - - ___________________________ _ 

January-June 1953 ____________________________ _ 

Data as of June 30, 19~: • 

2 
4 

14 
118 
131 
ro 
Zl 
42 

244 
154 
72 
34 

9R3 
1,861 
1,859 
1,631 

486 
240 
103 

Mort~ages insured'_______________________ 8.055 
Mortgages terminated___ __________________ 886 
Mortgages in force_________________________ 7,169 Amortlzatlon- _______________________________________ --
Insurance In force__________________________ 7,169 

Projects acqulred 1_____________________________ 267 
Projects sold 3_ _________________ ____ ___________ 32 
Projects on hand 1_____________________________ 235 
Net loss to insurance fund , ______________________________ _ 

$2, 355 
2, 101 

10.483 
47.638 
51.851 
12,949 
13,565 
21,215 
84,622 
56,096 
19,817 
13, 175 

359,944 
608. 711 

1. 021,231 
1,156.681 

583,7i4 
321,911 
119,846 

4.507,965 
391,605 

4, 116,360 
163,407 

3,952,953 
124.352 
22,022 

102,330 
6 -181 

Sec.~7 Sec. 213 

Units I Number I Amount I Units I Number I Amount Units I Number I Amount I Units 

738 2 $2. 355 738 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ________ _ 
624 4 2.101 624 _____________________________________________________________ _ 

3,023 14 10,483 3,023 _____________________________________________________________ _ 
11.930 118 47,638 11,930 _____________________________________________________________ _ 
13,4fl2 131 51.851 13,462 _____________________________________________________________ _ 
3,559 60 12.949 3.559 _____________________________________________________________ _ 
3,741 Zl 13.51\5 3,741 _____________________________________________________________ _ 
5,842 11 5, 792 1, 1i47 __________ ____________ __________ 31 $15,423 4,295 

20,179 2 714 185 __________ ____________ __________ 242 83,908 19,994 
12,430 5 7, 176 2, HU __________ ____________ __________ 149 48,920 10,249 
4.058 8 3.806 891 __________ ____________ __________ 64 16,011 3,167 
2. 232 7 2, 510 694 __________ ____________ __________ Zl 10,665 1,538 

46.604 __________ 132 __________ __________ ____________ __________ 983 359,912 46, 604 
79,184 __________ __________ __________ __________ ____________ __________ 1. R65 605,863 77,818 

133.1:l5 2 7,313 813 __________ ____________ __________ 1,839 996,589 129,072 
154,597 22 18,065 2. 514 6 $2, 691 ~ 1,541 1.008.129 135,092 
74, 207 66 33, 2111 4, 800 35 72. 1)21 7. 995 299 266, 132 34. 663 
39,8.39 67 41. S43 6.043 59 9]. 701 9, 774 19 29.634 3,4S7 14,276 40 21,510 2, 000 22 40,469 4, 124 _____________________________ _ 

623.600 576 282,904 59,735 122 ~7, 781 22, 178 7,048 3,439,867 465,765 
78.634 34g 147, fl80 38, 911 34 42. 457 4.513 480 100, ~ 32. 677 

545,026 228 135. 224 ~, 824 88 165,324 17,665 8, li68 3.249. 447 433,088 __________ __________ fl, 661 __________ __________ 101 __________ __________ 150,649 _________ _ 

545.02fl 228 128.563 20,824 88 165,2Zl 17,665 6, 568 3.098,798 433.088 
19,990 20 16.338 4, 179 1 1,562 1" 2f6 106, 452 15. 667 

5, 725 18 16,029 4, 135 __________ ____________ __________ 14 5,993 1,590 
14, 265 2 309 44 1 1, 562 144 232 100,459 I., 077 __________ __________ • -71 __________ __________ ____________ __________ __________ • -110 _________ _ 
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Title VI (continued) 
Title VIII-Sec. 803 Title IX-Sec. 008 

Secs. 608-610 Sec. 611-Projects 

Number I Amount Units I Number I Amount I Units I Number I Amount Units I Num her I Amount I Units 

Insurance written: 1948_______________________________________ 6 $2,849 1,366 ________________________________________________________________________ - _________ ----------
1949_______________________________________ 8 3,608 1,435 3 $1,650 275 7 $12,071 I,MO __________ ---------- ----------
195(L______________________________________ 8 1,868 1,104 5 2,877 473 49 lZl, 052 1~, 129 __________ ---------- ----------
195L______________________________________ 1 3S 10 13 6,832 966 72 205,653 25,683 __________ ---------- ----------
1952_______________________________________ ____________ ____________ __________ 1 706 125 58 135,842 17,233 36 $22,186 3,207 

.January-Iune 19!\3 _ ___________________________ ____________ ____________ __________ 3 926 145 21 44. 919 5,630 18 13,341 1,661 
Data as or June 30, 1953: 

Mort~aJ!es Insured 1_______________________ 23 8,360 3,915 25 11,991 1,984 207 621,536 65,216 54 35,626 4,868 
Mortgage~ terminated_____________________ 5 1,743 970 19 9,305 1,563 __________________________________________ - _________ ----------
Mortgages in rorce ________________________ 18 6,617 2,945 6 2, 686 421 207 521. 536 65,215 M 35,526 4, 868 
Amortization .____________________________ ____________ 715 __________ __________ 22 __________ __________ 5,224 __________ __________ 35 ----------
Insurance In foroo__________________________ 18 5,902 2, 945 6 2, 664 421 207 516, 312 65,215 54 35,491 4,868 Projects acquired 1 __________________________________________________________________________________________________________________________________________________________ _ 

Projects sold 1 ______________________________________________________________________________________________________________________________________________________________ _ 
Projects on hand 1 __________________________________________________________________________________________________________________________________________________________ _ 

Net loss to inStlrance fund t _________________________________________________________________________________________________________________________________________________ _ 

1 Increase In amount of mortgage Insured prior to 1947. 
I Component parts may not add to the indicated totals because of negative adjustments or rounding of num bers • 
• Included in mortgages terminated. Data covers mortgage notes assigned to FHA as well as property titles acquired by FHA. 
t AppUes only to properties sold. 
I Represents excess retained by fund. 

Source: Federal Housing Administration. 
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PRESIDENTS ADVISORY COMMITTEE ON HOUSING

Exhibit 3

STEPS BEING TAKEN TO ELIMINATE ABUSE IN THE FHA TITLE I

REPAIR AND IMPROVEMENT PROGRAM

The insurance of repair and improvement loans under the provisions

of Title I of the National Housing Act is a mass volume operation.

Last year approximately 2,000,000 repair loans averaging $500 each

were reported to the Federal Housing Administration for insurance

by approximately 8,000 active lending institutions and their branches.

In administering this operation the FHA vigorously opposes the

irregular practices of a relatively few unscrupulous dealers and sales-

men who have taken advantage of the basic "good faith" concept on

which the program is founded.

With the objective of eliminating any misuse or misrepresentation

and at the same time maintaining a practical lending operation, the

Commissioner has amended the Title I Regulations to:

1. Require that approval of the dealer by the lending institution

be evidenced by an application signed and dated by the dealer on a

form furnished by the Administration. The lending institution must

investigate all dealers from whom it has not purchased notes during

the past 12 months and must certify that it has found the dealer to

be reliable, financially responsible and qualified to perform satisfac-

torily the work to be financed and to extend proper service to the

customer.

2. Require that the lending institution maintain a loan record of

its experience with its approved dealers that will reflect the volume

of loans purchased, losses sustained and any complaints or irregulari-

ties. Such record shall be considered in determining the future finan-

cial relationship with the dealer and shall be available for inspection

by the FHA.

3. Require the lending institution to deliver a notice to the borrower

of the approval of his credit application at least 6 calendar days prior

to disbursing the note proceeds to the dealer. The purpose of this

notice is to inform the homeowner of the basic terms of the proposed

credit and to give him an opportunity to contact the lending institution

if he has any question regarding the transaction.

4. Make a loan ineligible for insurance if the lending institution

has knowledge that as an inducement for the consummation of the

transaction the borrower has been given or promised a cash payment

or rebate or it has been represented to the borrower that he will receive

a cash bonus or commission on future sales.

78

PRESIDENT'S ADVISORY COMMlTrEE ON HOUSING 

EXHmIT 3 

STEPS BEING TAKEN TO ELIMINATE ABUSE IN THE FHA TITLE I 
REPAIR AND IMPROVEMENT PROGRAM 

The insurance of repair and improvement loans under the provisions 
of Title I of the National Housing Act is a mass volume operation. 
Last year approximately 2,000,000 repair loans averaging $500 each 
'vere reported to the Federal Housing Administration for insurance 
by approximately 8,000 active lending institutions and their branches. 

In administering this operation the FHA vigorously opposes the 
irregular practices of a relatively few unscrupulous dealers and sales
men who have taken advantage of the basic "good faith" concept on 
which the program is founded. 

With the objective of eliminating any misuse or misrepresentation 
and at the same time maintaining a practical lending operation, the 
Commissioner has amended the Title I Regulations to: 

1. Require that approval of the dealer by the lending institution 
be evidenced by an application signed and dated by the dealer on a 
form furnished by the Administration. The lending institution must 
investigate all dealers from whom it has not purchased notes during 
the past 12 months and must c.ertify that it has found the dealer to 
be reliable, financially responsible and qualified to perform satisfac
torily the work to be financed and to extend proper service to the 
customer. 

2. Require that the lending institution maintain a loan record of 
its experience with its approved dealers that will reflect the volume 
of loans purchased, losses sustained and any complaints or irregulari
ties. Such record shall be considered in determining the future finan
cial relationship with the dealer and shall be available for inspection 
by the FHA. 

3. Require the lending institution to deliver a notice to the borrower 
of the approval of his credit application at least 6 calendar days prior 
to disbursing the note proceeds to the dealer. The purpose of tIllS 
notice is to inform the homeowner of the basic terms of the proposed 
credit and to give him an opportunity to contact the lending institution 
if he has any question regarding the transaction. 

4. Make a loan ineligible for insurance if the lending institution 
has knowledge that as an inducement for the consummation of the 
transaction the borrower has been given or promised a cash payment 
or rebate or it has been represented to the borrower that he will receive 
a cash bonus or commission on future sales. 
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5. Require the dealer to certify in his Completion Certificate, that

the borrower has not been given a cash bonus or promised a cash pay-

ment or rebate nor has it been represented to the borrower that he

will receive a cash bonus or commission on future sales as an induce-

ment for the consummation of the transaction. The dealer must also

certify that all bills for labor and materials have been or will be paid

and that if any of the representations appearing on the Completion

Certificate prove incorrect, the dealer will promptly repurchase the

note.

In addition to the above amendments to the regulations, the follow-

ing administrative steps have been or are being taken:

a. The Administration's investigating staff as well as supervising

staff has been strengthened so as to more promptly investigate and

correct reported abuses or irregularities of dealers and salesmen as

well as lax lending practices on the part of lending institutions.

b. Efforts are being intensified to assure that lending institutions

weed out irresponsible dealers and salesmen. Failure to do so will

result in cancellation of Insurance Contract.

c. The Directors of all field offices, personally and through desig-

nated staff assistants, are being directed to promptly correct any

irregular practices that may develop in their area.

d. The cooperation of Better Business Bureaus, various civic groups,

trade and financial organizations will be enlisted in correcting local

situations.

Memorandum prepared by the FHA at the request of the Subcommitee on FHA & VA

Housing Programs & Operations.
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5. Require the dealer to certify in his Completion Certificate, that 
the borrower has not been given a cash bonus or promised a cash pay
ment or rebate nor has it been represented to the bo~rower that he 
will receive a cash bonus or commission on future sales as an induce
ment for the consummation of the transaction. The dealer must also 
certify that all bills for labor and materials have been or will be paid 
and that if any of the representations appearing on the Completion 
Certificate prove incorrect, the dealer will promptly repurchase the 
note. 

In addition to the above amendments to the regulations, the follow
ing administrative steps have been or are being taken: 

R. The Administration's investigating staff as well as supervising 
staff lIas been strengthened so as to more promptly investigate and 
correct reported abuses or irregularities of dealers and salesmen as 
well as lax lending practices on the part of lending institutions. 

h. Efforts are being intensified to assure that lending institutions 
weed out irresponsible dealers and salesmen. Failure to do so will 
result in cancellation of Insurance Contract. 

c. The Directors of all field offices, personally and through desig
nated staff assistants, are being directed to promptly correct any 
irregular practices that may develop in their area. 

d. The cooperation of Better Business Bureaus, various civic groups, 
trade and financial organizations will be enlisted in cOITecting local 
situations. 

Memorandum prepared by the FHA at the request of the Subcommitee on FHA & VA 
Housing Programs & Operations. 
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Exhibit 4

PROPOSED SCHEDULE OF MAXIMUM INSURABLE LOANS FOR FHA

SEC. 203 OPERATIONS

FHA esti-

Maximum

Loan-value

Minimum

Down pay-

mate of

insurable

ratio

down pay-

ment ratio

value

mortgage'

(percent)

ment

(percent)

$5,000

$4,760

95.0

$250

5.0

6,000

5,700

95.0

300

5.0

7,000

6,650

95.0

350

5.0

8,000

7.600

95.0

400

5.0

9.000

8,350

92.8

650

7.2

10,000

9,100

91.0

900

9.0

11,000

9,850

89.5

1,150

10.5

12,000

10,600

88.3

1,400

11.7

13,000

11.350

87.3

1,650

12.7

14,000

12,100

86.4

1,900

13.6

15,000

12,850

85.7

2,150

14.3

16,000

13,600

85.0

2,400

15.0

17,000

14,350

84.4

2,650

15.6

18,000

15,100

83.9

2,900

16.1

19,000

15,850

83.4

3,150

16.6

20,000

16,600

83.0

3,400

17.0

21,000

17,350

82.6

3,650

17.4

22,000

18,100

82.3

3,900

17.7

23,000

18,850

82.0

4,150

18.0

24,000

19,600

81.7

4,400

18.3

25,000

20,350

81.4

4,650

18.6

26,000

21,100

81.2

4,900

18.8

27,000

21,850

80.9

5,150

19.1

28,000

22,600

80.7

5,400

19.3

29,000

23,350

80.5

5,650

19.5

30,000

24,100

80.3

5,900

19.7

31,000

24,850

80.2

6,150

19.8

32,000

25,600

80.0

6.400

20.0

33,000

26,350

79.8

6,650

20.2

34,000

27,100

79.7

6,900

20.3

35.000

27,850

79.6

7,150

20.4

36.000

28,600

79.4

7,400

20.6

37,000

29,350

79.3

7,650

20.7

38,000

30,100

79.2

7,900

20.8

39,000

30,850

79.1

8,150

20.9

40,000

31,600

79.0

8,400

21.0

41.000

32,350

78.9

8,650

21.1

42.000

33,100

78.8

8,900

21.2

43,000

33,850

78.7

9,150

21.3

44,000

34,600

78.6

9,400

21.4

45,000

35,000

77.8

10,000

22.2

1 Based on 95 percent of first $8,000 of estimated value, and 75 percent of value in excess of $8,000.

Maximum insurable mortgage:

$20,000 for 1- and 2-family structures.

$27,500 for 3-family structures.

$35,000 for 4-family structures.
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EXHmIT 4 

PROPOSED SCHEDULE OF MAXIMUM INSURABLE LOANS FOR FHA 
SEC. 203 OPERATIONS 

FHA esti- Maximum Loan-value Minimum Down parr-
mate of insurable ratio down pay- ment rat 0 
value mortgage I (percent) ment (percent) 

$5,000 ",7M 95.0 $2ro 5.0 
6,000 5,700 95.0 300 5.0 
7,000 6,650 95.0 350 5.0 
8,000 7.600 95.0 400 5.0 
9,000 8,350 92.8 650 7.2 

10,000 9,100 91.0 900 9.0 
11,000 9,850 89.5 1,150 10.5 
12,000 10,600 88.3 1,400 11.7 
13,000 11.350 87.3 1,650 12.7 
14,000 12,100 86.4 1,900 13.6 
15,000 12,850 85. 7 2,150 14.3 
16,000 13,600 85.0 2,400 15.0 
17,000 14,350 84.4 2,650 15.6 
18,000 15,100 83.9 2,000 16.1 
19,000 15,850 83.4 3,150 16.6 
20,000 16,600 83.0 3,400 17.0 
21, ()()() 17,350 82.6 3,650 17.4 
22,000 18,100 82.3 3,900 17.7 
23,000 18,850 82.0 4,150 18.0 
24,000 19,600 81. 7 4,400 18.3 
25,000 20,350 81.4 4,650 18.6 
26,000 21,100 81. 2 4,900 IS. S 
27,000 21,850 SO. 9 5,150 19.1 
2S,OOO 22,600 SO. 7 5,400 19.3 
29,000 23,350 SO. 5 5,650 19.5 
30,000 24,100 SO. 3 5,900 19.7 
31,000 24,850 80.2 6,150 19. S 
32.000 25.600 SO. 0 6.400 20.0 
33,000 26.350 79.S 6,650 20.2 
34,000 27,100 79.7 6,900 20.3 
35.000 27,850 79.6 7,150 20.4 
36.000 28,600 79.4 7,400 20.6 
37,000 29,350 79.3 7,650 20. 7 
38,000 30,100 79.2 7,900 20.S 
39,000 30,850 79. 1 8,150 20.9 
40,000 31,600 79.0 8,400 21.0 
41,000 32,350 78.9 8,650 21.1 
42,000 33, 100 78.8 8,900 21.2 
43,000 33,850 7S.7 9,150 21. 3 
44,000 34,600 78.6 9,400 21. 4 
45,000 35,000 77.S 10,000 22.2 

I Based on 95 percent of first $8,000 of estimated value, and 75 percent of value In excess of $8,000. 

Maximum insurable mortgage: 

80 
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EXHIBIT 5 
MAXIMUM MORTGAGE AMOUNTS UNDER SPEQFIED STATUTORY OR ADMINISTRATIVE LIMITS FOR 1- TO 4-FAMILY 

HOME MORTGAGES INSURED UNDER FHA SEC. 203 

Program _______________________ Sec. 203 (b) (2) (D) Sec. 203 (b) (2) (C) Sec. 203 (b) (2) (A) 
I 

Type of mortgagor _____________ Owner occupant Operative builder Owner occupant 
All mortgagors ex-

Operative builder All mortgagors cept operative 
builders 

Type of structure ______________ 1 family 1 family 1 family 1-2 family 1 family 2-family 3-4 family 

Mortgage formula ____________ 95 percent of value 85 percent of value 95 percent of $7,000 80 percent of value 80 percent of $7,000 80 percent of$10,000 80 percent of value 
to maximum to maximum value and 70 per- to maximum value and 60 per- value and 60 per- to maximum 
mortgage of mortgage of cent of excess mortgage of cent of excess cent of excess mortgage of 
$6,650 plus $950 $5,950 plus $850 value to maxi- $16,000.1 value to maxi- value to maxi- $20,500 3 family 
per room for 3d per room for 3d mum mortgage mum mortgage mum mortgage $25,000 4 family 
and 4th bed- and 4th bed- of $9,450 of $10,400 of $12,800 
rooms rooms 

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent 

FHA value: 
$4 ,000 .. - - - - - - - - - - - - - - - -- --- $3,800 95.0 $3,400 M.O $3,800 95.0 $3,200 80.0 $3,200 80.0 $3,200 80.0 $3,200 80.0 
$5,000. -__ - -_ - - -_ - _ -________ 4, 750 95.0 4,250 85.0 4,750 95.0 4,000 80.0 4,000 80.0 4,000 80.0 4,000 SO. 0 
$6,000 _________ - - -_ -________ 5,700 95.0 5,100 85.0 5, 700 95.0 4,800 80.0 4,800 80.0 4,800 80.0 4,SOO SO. 0 $7,000 ______________________ 6,650 95.0 5,950 85.0 6,650 95.0 5,600 80.0 5,600 80.0 5,600 80.0 5,600 80.0 
$8,000 --- - - - - - - -- - - - - -_ - ____ 7,600 295.0 6,800 185.0 7,350 91. 9 6,400 80.0 6,200 77.5 6,400 80.0 6,400 80.0 $9,000. _____________________ 8,550 a 95. 0 7,650 a 85.0 8,050 89.4 7,200 80.0 6,800 75.6 7,200 80.0 7,200 80.0 $10,000 _____________________ 9,500 495.0 8,500 485.0 8, 750 87.5 8,000 80.0 7,400 74.0 8,000 80.0 8,000 so. 0 $11,000 _____________________ ---------- ---------- ---------- ---------- 9,450 85.9 8,800 80.0 8,000 72. 7 8,600 78.2 8,800 80.0 $12,000. ____________________ ---------- ---------- ---------- ---------- ---------- ---------- 9,600 80.0 8,600 71. 7 9,200 76.7 9,600 SO. 0 $13,000. ____________________ ---------- ---------- ---------- ---------- ---------- ---------- 10,400 80.0 9,200 70.8 9,800 75.4 10,400 80.0 $14,000. ___________________ . ---------- ---------- ---------- ---------- ---------- ---------- 11,200 80.0 9,800 70.0 10,400 74.3 11,200 80.0 $15,000 _____________________ 

---------- ---------- ---------- ---------- ---------- ---------- 12,000 80.0 10,400 69.3 11,000 73.3 12,000 80.0 $16,000. ____________________ ---------- ---------- ---------- ---------- ---------- ---------- 12,800 80.0 ---------- ---------- 11,600 72.5 12,800 80.0 
$17,000 _____________________ ---------- ---------- ---------- ---------- ---------- ---------- 13,600 80.0 ---------- ---------- 12,200 71. 8 13,600 SO. 0 $18,000 _____________________ ---------- ---------- ---------- ---------- ---------- ---------- 14,400 80.0 ---------- ---------- 12,800 71.1 14,400 SO. 0 $19,000 _____________________ ---------- ---------- ---------- ---------- ---------- ---------- 15,200 80.0 ---------- ---------- ---------- ---------- 15,200 80.0 $20,000 _________________________________________________________________________________ 16,000 80.0 ---------- ---------- ---------- ---------- 16,000 80.0 

1 Per structure. 
I Minimum of 3 bedrooms per family unit. 

00 I Minimum of 4 bedrooms per family unit, or minimum of 3 bedrooms per family unit in geographical area where Commissioner finds cost levels so require. 
.... • Minimum of 4 bedrooms per family unit in geographical area where Commissioner finds cost levels so require. 
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Exhibit 5â��Continued

MAXIMUM MORTGAGE AMOUNTS UNDER SPECIFIED STATUTORY OR ADMINISTRATIVE LIMITS FOR 1- TO 4-FAMILY

HOME MORTGAGES INSURED UNDER FHA SEC. 203â��Continued

All mortgagors

to maximum

mortgage of

$20,500 3 family

$25,000 4 family

Percent

80.0

80.0

80.0

80.0

80.0

â�¢80.0

â�¢80.0

â�¢80.0

â�¢80.0

â�¢80.0

â�¢80.0

3-4 family

Amount

$16,800

17,600

18,400

19,200

20, 000

20, 800

21,600

22,400

23,200

24,000

24,800

2-famUy

80porcentof$10,000

value and 70 per-

cent of excess

value to maxi-

mum mortgage

of $12,800

Percent

Sec. 203 (b) (2) (A)

Operative builder

Amount

1 family

80 percent of $7,000

value and 60 per-

cent of excess

valuo to maxi-

mum mortgage

of $10,400

Percent

Amount

All mortgagors ex-

cept operative

builders

1-2 family

80 percent of value

to maximum

mortgage of

$16,000.'

Percent

Amount

Sec. 203 (b) (2) (C)

Owner occupant

95 percent of $7,000

value and 70 per-

cent of excess

value to maxi-

mum mortgage

of $9,450

Percent

1 family

Amount

Operative builder

85 percent of value

to maximum

mortgage of

$5,950 plus $850

per room for 3d

and 4th bed-

rooms

Percent

Sec. 203 (b) (2) (D)

1 family

Amount

Owner occupant

95 percent of value

to maximum

mortgage of

$6,650 plus $950

per room for 3d

and 4th bed-

rooms

Percent

>-',Â«*

1 family

Amount

$21,000 --.

$22,000 -

$23,000

$24,000 _..

$25,000

$26,000

$27,000

$28,000.

$29,000.

$30,000

$31,000

â�¢ Minimum of 4 family units per structure.

Source: Federal Housing Administration.
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~ EXHIBIT 5-Continued 
MAXIMUM MORTGAGE AMOUNTS UNDER SPECIFIED STATUTORY OR ADMINISTRATIVE LIMITS FOR 1· TO 4-FAMILY 

HOME MORTGAGES INSURED UNDER FHA SEC. 203-Continued 

T 

T 

M 

~ ..... 
'ogram _________________ - ___ -- Sec. 203 (b) (2) (D) 

~pe of mortgagor _________ -___ Owner occu pan t 

rpe of structure ____ - - - -- - - - -- 1 family 

ortgage formula ___ -- -- -- ---- 95 percent of value 
to maximum 
mortgage of 
$6,650 pluE; $950 
per room for 3d 
and 4th bed-
rooms 

Amount Percent 

$21,000 _________________ - - -- ---------- ----------$22,000 ____________________ - --.------- ----------$23,000 _____________________ ---------- ----------$24,000 _____________________ ---------- ----------$25,000 _____________________ ---------- ----------$26,000 _____________________ 
- -- - - - ---- ----------$27,000 _____________________ ---------- ----------$28,000 _____________________ ---------- ----------$29,000 _____________________ ---------- ----------$30,000 _____________________ ---------- - --- - - - ---$31,000 _____________________ ---------- ----------

I Minimum of 4 family units per structure. 

Source: Federal Housing Administration. 

Operative builder 

1 family 

85 percent of value 
to maximum 
mortgaf:{e of 
$5,950 plus $850 
per room for 3d 
and 4th bed-
rooms 

Amount Percent 

---------- ----------
---------- -.--------
---------- ----------
---------- ----------
---------- ----------
---------- - --- -- - - --
---------- ----------
---------- ----------
---------- ----------
---------- ----------
---------- ----------

Sec. 203 (b) (2) (0) 

Owner occupant 

1 family 

95 percent of $7,000 
value and 70 per-
cent of excess 
value to maxi-
mum mortgage 
of $9,450 

Amount Percent 

---------- ----------
- -- - --- --- ----------
- --- - --- -- ----------
---------- ----------
- -- -- - - --- ----------
- --- - -- - -- ----------
- -- - - - - - -- ----------
---------- ----------
- - ----- --- ------- .. --
---------- ----------
---------- ----------

Sec. 203 (b) (2) (A) 

All mortgagors ex-
cept operative 
builders 

Operative builder All mortgagors 

1-2 family 1 family 2-famUy 3-4 family 

80 percent of value 80 percent of $7,000 80 percentof$10,OOO 80 percent of value 
to maximum value anu 60 per- value and iO per- to maximum 
mortgage of cent of excess cent of excess mortgage of 
$16,000. 1 value to maxi- value to maxi- $20,500 3 faml1y 

mUln mortgage mum mortgage $25,000 4 family 
of $10,400 of $12,800 

Amount Percent Amount Percent Amount Percent Amount Percent 

---------- ---------- ---------- ---------- - - -------- - - --- -- - -- $16,800 80.0 
---------- ---------- ---------- --- ------- - - - -- -- --- - --- - - - - -- 17,600 80.0 
---------- ---------- ---------- ---------- -- - - - - - --- - -- - ------ 18,400 80.0 
---------- ---------- ---------- ----- -- --- ----- --- -- - ----- ---- 19,200 80.0 
---------- - - - - - - - - -- - -- -- -- - -- - - - - - - - - -- ---------- - -- --- - - -- 20,000 80.0 
---------- -- - - - -- --- - - - - - - - - -- - -- -- -- --- - ---- - - --- ---------- 20,800 180.0 
---------- ---------- ---------- ------ - - -- - -- - - -- --- ---------- 21,600 180.0 
---------- ---------- - --- - -- --- - ---- - - - -- - - --- -- --- ---------- 22,400 180.0 
---------- ---------- ---------- - ------ --- - -- - --- --- - ---- -- .. -- 23,200 180.0 
---------- ---------- - - - ---- --- - ------ --- - - - - -- - --- - - --- ----- 24,000 180.0 
---------- ---------- - - --- ----- ---------- ---------- --- -- - - --- 24,800 '80.0 
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ADVISORY COMMITTEE ON HOUSING

PAa. -

(3*J J* H OW

.5>n-g o

SI'S .

SOSa R 53 o3

'

c;;;;;;; 
Z 

"T1 

n 
:;:G 

t:r"I 

waihlngioll ________ = 126:852 737: 694: 103 
West Virginia _______ 21,359 118,407,081 
Wisconsin ___________ 27,345 171, 736, 000 Wyoming ___________ 10,452 53,224,211 

Con tinen tal 
United States 
totaL - - _____ 3,118, ISO 18,382,882,359 

Percent dlstrlbuted-number ___________ 100.0 
Percent distrlbuted-

amount_. __ -______ 100.0 
-------- --

Source: Federal Housing Administration. 

98: 318 571; 002~ 097 10~910 
13,648 77,843,659 2,700 
21,765 139,896,594 2,785 

---------- ---------------- 3,161 

2,533,911 15,171,828,414 187,161 

81.3 

82.5 

63,273,995 12,802 75,262,202 4,245 24,578,804 
14,106,100 2,690 15,207,400 1,899 9,112,818 
16,313,974 1,103 6,445,592 1,567 8, 578,2lSO 
17,089,625 3,741 19,712,244 2,917 14,121,079 

1,091,362,933 209,086 1,165,512,680 160,589 820,540,722 

6.0 6.7 5.1 

5.9 6..4 4.5 
-- ------ ---

~ .... 

577 3,577,005 
422 2,137,104 
125 501,599 
633 2,301,2&3 

27,433 133,637,610 
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â��War Housing Insurance Fund,

itary Housing Fund.

Exhibit 7

RESERVES FOR FHA MORTGAGE INSURANCE PROGRAMS

FHA has the following mortgage insurance programs:

a. Sec. 8â��Title I Housing Insurance Fund.

b. Sec. 203â��Mutual Mortgage Insurance Fund.

c. Sec. 207] TT .

d Sec 2131â��Housing Insurance Fund.

e. Sec. 603

f. Sec. 603-610

g. Sec. 608

h. Sec. 608-610

i. Sec. 611

j. Sec. 803â��Mi

k. Sec. 9031 -Â».â��., ^ ,

1 S 9081â��-Defense Housing Insurance Fund.

These funds exclude home improvement loans under Title I and

yield insurance under Title VII and the manufactured housing loans

insured under Section 609, none of which is a mortgage program. The

Section 609 program is insured by the War Housing Insurance Fund,

listed above.

The Mutual Mortgage Insurance system for Section 203 was con-

ceived as a mutual program from its inception, with the expectation

that FHA insurance premiums would be collected in ample amounts

to cover administrative costs and losses and that any surplus above

these requirements would be returned to the mortgagors in the form

of participating shares. For a variety of reasons each of the other

programs has been established by FHA legislation as a nonparticipa-

ting insurance program (the Section 207 program was changed from

a participating to a nonparticipating program as of February 3,1938).

Several of the nonparticipating programs are of a type for which

it was believed that a reasonably accurate anticipation of the extent

of risk was almost impossible. Uncertainty as to duration of housing

need was the primary occasion for this situation with respect to the

war housing programs of Title VI, the military housing program of

Title VIII, and the defense housing programs of Title IX. Unusual

risks because of current inflation was the reason for this condition

with respect to the postwar emergency programs of Section 603 and

Section 608. Lack of operating precedent was the prime basis for the

same point of view with respect to the programs initiated under Sec-

tions 609 and 610 relating to prefabricated housing and disposal of
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EXHIBIT 7 

RESERVES FOR FHA MORTGAGE INSURANCE PROGRAMS 

FHA has the following mortgage insurance programs: 
R. Sec. 8-Title I Housing Insurance Fund. 
h. Sec. 203-Mutual Mortgage Insurance Fund. 
c. Sec. 207} . 
d. Sec. 213 -HousIng Insurance Fund. 

e. Sec. 603 
f. Sec. 603-610 
g. Sec. 608 -War Housing Insurance Fund. 
h. Sec. 608-610 
i. Sec. 611 
j. Sec. 803-Military Housing Fund. 

k. Sec. 903} D f H . I F d I. Sec. 908 - e ense ousIng nsurance un. 

These funds exclude home improvement loans under Title I and 
yield insurance under Title VII and tIle manufactured housing loans 
insured under Section 609, none of which is a mortgage program. The 
Section 609 program is insured by the War Housing Insurallce Fund, 
listed above. 

The Mutual Mortgage Insurance system for Section 203 was con
ceived as a mutual prograln from its inception, with the expectation 
that FHA insurance premiunls would be collected in ample amounts 
to cover administrative costs and losses and that any surplus above 
these requirements would be returned to the mortgagors in the form 
of participating shares. For a variety of reasons each of the other 
programs has been established by FHA legislation as a nonparticipa
ting insurance program (the Section 207 program was changed from 
a participating to a nonparticipating program as of February 3, 1938). 

Several of the nonparticipating programs are of a type for which 
it was believed that a reasonably accurate anticipation of the extent 
of risk was almost impossible. Uncertainty as to duration of housing 
need was the primary occasion for this situation wit}l respect to the 
war housing programs of Title VI, the military llousing program of 
ffitle VIII, and the defense housing programs of Title IX. Unusual 
risks because of current inflation was the reason for this condition 
with respect to the postwar enlergency programs of Section 603 and 
Section 608. Lack of operating precedent ,vas t.he prime basis for the 
same point of view with respect to the programs initiated under Sec
tions 609 and 610 relating to prefabricated housing and disposal of 
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public housing. For the remaining programs under Section 8, Section

207, Section 213, and Section 611, either the small likelihood of a net

surplus appropriate for dividends or the difficulties of identifying

equitably an eligible recipient for the dividends largely dictated the

decision to make the programs nonparticipating.

With respect to each of the nonparticipating programs of mortgage

insurance, the insurance premium has been established administra-

tively at y2 percent annually based on declining balances. These de-

cisions have not been founded on actuarial recommendations but

rather on policy considerations (1) that the premium should be as

similar as possible to that of the agency's major long-term program

under Section 203 and (2) that the added risk of Treasury expense

by virtue of this premium rate instead of a higher rate was more than

offset by the increased effectiveness of the programs in meeting their

various special purposesâ��war housing, military housing, low cost

homes, etc. For those programs related to national defense, it has

always been recognized also that even in the event of some eventual

burden on the Treasury, net governmental costs of providing the re-

quired housing would probably be minimized by the use of the mort-

gage insurance program with the % percent premium rate.

For some programs, especially the War Housing programs of Sec-

tions 603 and 608, it already appears that the accumulation of assets

from premiums and other sources will be able to meet any eventual

losses of these programs. For the other programs, such a determina-

tion remains at present only a future possibility, although each year

of favorable experience adds to the probability of the programs prov-

ing to be self-supporting.

The attached table shows all of the FHA mortgage insurance funds

and the approximate reserve status of those funds. The estimated re-

serve requirements in this table have been approximated for the in-

dividual funds on the basis of adjustments from more detailed cal-

culations previously made for the Mutual Mortgage Insurance Fund

operations of Section 203.

It may be noted that the expression "required reserves" for an in-

surance fund refers to the amount of accumulated surplus which FHA

actuarial computations indicate would be sufficient to meet losses with

respect to the outstanding insurance in force at the beginning of a

depression when account is taken also of the future premium income

from that insurance in force and of the disposition value of properties

acquired by FHA in exchange for debentures.

In the case of the Mutual Mortgage Insurance Fund for Section 203

operations, the calculation of required reserves has a special use in the

determination of participating dividends. With respect to the Mu-

tual Mortgage Insurance program of Section 203, the National Hous-
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public housing. For the remaining programs under Section 8, Section 
207, Section 213, and Section 611, either the small likelihood of a net 
surplus appropriate for dividends or the difficulties of identifying 
equitably an eligible recipient for the dividends largely dictated the 
decision to make the programs nonparticipating. 

With respect to each of the nonparticipating programs of mortgage 
insurance, the insurance premium has been established administra
tively at 112 percent annually based on declining balances. These de
cisions have not been founded on actuarial recommendations but 
rather on policy considerations (1) that tIle premium should be as 
similar as possible to that of the agency's major long-tenn program 
under Section 203 and (2) that tIle added risk of Treasury expense 
by virtue of this premium rate instead of a higher rate was more than 
offset by the increased effectiveness of the programs in meeting their 
various special purposes-war housing, military housing, low cost 
homes, etc. For those programs related to national defense, it has 
always been recognized also that even in the event of some eventual 
burden on the Treasury, net governmental costs of providing the re
quired housing would probably be minimized by the use of the mort
gage insurance program with the 112 percent premium rate. 

For some programs, especially the War Housing programs of Sec
tions 603 and 608, it already appears tllat the accumulation of assets 
from premiums and other sources will be able to meet any eventual 
losses of these programs. For the other programs, such a determina
tion remains at present only a future possibility, although each year 
of favorable experience adds to the probability of the programs prov
ing to be self-supporting. 

The attached table shows all of the FHA mortgage insurance funds 
and the approximate reserve status of those funds. The estimated re
serve requirements in this table have been approximated for the in
dividual funds on the basis of adjustments from more detailed cal
culations previously made for the Mutual Mortgage Insurance Fund 
operations of Section 203. 

It may be noted that the expression "required reserves" for an in
surance fund refers to the amount of accumulated surplus which FHA 
actuarial computations indicate would be sufficient to meet losses with 
respect to the outstanding insurance in force at the beginning of a 
depression when account is taken also of the future premium income 
from that insurance in force and of the disposition value of properties 
acquired by FHA in exchange for debentures. 

In tIle case of the Mutual Mortgage Insurance Fund for Section 203 
operations, the calculation of required reserves has a special use in the 
determination of participating dividends. With respect to the Mu
tual Mortgage Insurance program of Section 203, the National Hons-
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ing Act stipulates the return of surplus to individual mortgagors.

FHA has determined that both equity and proper administration are

best served by participating shares at time of termination for those

mortgagors whose insurance contracts are ended by prepayment prior

to the maturity date of the mortgages. In order to make an equitable

determination of the amount of such participating shares and at the

same time assure for each group account making such distributions

that the assets of that group could meet without aid from the General

Reinsurance Account any future burdens of losses within the group,

FHA has established conservative reserve requirements which must

be met by a group account before any participating shares will be

distributed. As of June 30, 1953, of the 204 group accounts in effect,

144 are in a position of having sufficient resources in excess of required

reserves to justify payment of participating shares.

For illustrative purposes, a detailed discussion of the method of

determining required reserves for the Mutual Mortgage Insurance

system is presented.

The reserve basis for the Mutual Mortgage Insurance system was

derived from an adaptation of the so-called "Prospective" method

of actuarial science. In essence it consists of estimating at a given

time the present value of all future losses and expenses that can be

anticipated, deducting therefrom the present value of future collec-

tible premiums and so arriving at the amount of net surplus required

at the given time to discharge such future losses and expenses.

The catastrophe nature of the mortgage risk involved has led to

the adoption of extremely conservative assumptions in the actual

application of this method. The most important of these has been

in regard to the debenture issuing power of the Administration.

By statute the Administration does not pay its claims in cash but

in bonds which it issues to the mortgagee in exchange for the prop-

erty. This was designed to eliminate any pressure to liquidate prop-

erties during a depressed market in order to raise cash for claim

payments. Conceivably, such a measure could substantially mini-

mize capital losses provided real estate values were to recover following

the depressed period, which has been the rule in past depressions.

However, for conservatism, this feature has been ignored in the

reserve factors. Itather, it has been assumed in estimating losses that

depression prices would obtain for properties disposed of by the

Administration regardless of the holding period before sale.

This has led to a further assumption as to what would be the nature

of the prices obtained for properties under such depressed sales.

Again, for conservatism, the criterion used was on the order of the

general loss in values that occurred during the depression of the early

1930's (i. e., no recovery of price levels from the depression has been

282789â��54-
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ing Act stipUlates the return of surplus to individual mortgagors. 
FHA has determined that both equity and prop,er administration are 
best served by participating shares at time of termination for those 
mortgagors whose insurance contracts are ended by prepayment prior 
to the maturity date of the mortgages. In order to make an equitable 
determination of the amount of such participating shares and at the 
same time assure for each group account making such distributions 
that the assets of that group could meet without aid from the General 
Reinsurance Account any future burdens of losses within the group, 
FHA has established conservative reserve requirements whicll must 
be met by a group account before any participating sIlares will be 
distributed. As of June 30~ 1953, of tIle 204 group accounts in effect, 
144 are in a position of having sufficient resources in excess of required 
reserves to justify payment of participating shares. " 

For illustrative purposes, a detailed discussion of the method of 
determining required reserves for the Mutual Mortgage Insurance 
system is presented. . 

The reserve basis for the ~futual Mortgage Insurance system was 
derived from an adaptation of the so-called "Prospective" method 
of actuarial science. In essence it consists of estimating at a given 
time the present value of all future losses ~nd expenses that can be 
anticipated, deducting tIlerefrom the present value of future collec
tible premiums and so arriving at the amount of net surplus required 
at the given time to discharge such future losses and expenses. 

The catastrophe nature of the mortgage risk involved has led to 
the adoption of extremely conservative assumptions in the actual 
application of this method. The most important of these has been 
in rega~d to the debenture issuing power of the Administration. 

By statute the Administration does not pay its claims in cash but 
in bonds which it issues to the mortgagee in exchange for the prop
erty. This was designed to eliminate any pressure to liquidate prop- " 
erties during a de.pressed market in order to raise cash for claim 
payments. Conceivably, such a measure could substantially mini
mize capital losses provided real estate values were to recover following 
the depressed period, which has been the rule in past depressions. 

However, for conservatism, this feature has been ignored"'in the 
reserve factors. Ruther, it has been assumed in estimating losses that 
depression prices ~ould obtain for properties disposed of by the 
Adniinistration regardless of the "holding period before sale. 

This has led to a further assumption as to what would be the nature 
of the prices obtained for properties under such depressed sales. 
Again,for conservatism, the criterion used was on the order of the 
general loss in values tllat occurred during the depression of the early 
1930's (i. e., no recovery of price levels from the depression has been 
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depended upon in approximating losses per property). Various

factors were developed for different types of mortgage maturities and

classes with an overall average price of approximately 60 percent of

the then depreciated value of the property. The annual depreciation

factor was taken at 21/2 percent of improvements. Thus, a property

worth originally $1,000 would be assumed to have depreciated to a

value of $888 in 5 years, and, should it then become a claim, would

be valued by the Administration at 60 percent of $888 or $533. In

other words, a property valued originally at $10,000 and acquired by

FHA after foreclosure 5 years later would be assumed to sell even-

tually at a net price of $5,330. For each such property, the FHA

insurance system would be expected to absorb a loss equal to the

difference between $5,330 and the debentures issued at time of prop-

erty acquisition by FHA.

The third basic assumption required was that relating to the prob-

able number of foreclosures that could occur during a depressed

period. As before, the results used were derived from comparable

experience of the 1930's and again different rates were developed for

different types of mortgages. On the average the rates can be sum-

marized as follows: for outstanding mortgages less than 5 years old

approximately 4 out of each 100 will be foreclosed each year during

a 5-year depression period and for mortgages between 5 and 10 years

old, approximately 3 out of every 100 will be foreclosed each year;

after 10 years the rates gradually reduce to zero shortly before the

maturity of the risk. The aggregate assumed percentage of fore-

closures during a depression would thus depend on the age distribution

of outstanding insured mortgages at the begining of the depression,

but would probably be close to 15 percent.

In regard to the timing of the depression, it was assumed that the

economy would consist of a cycle of 5 depressed years and 10 good

years in continuous succession. Again for conservatism, the reserve

calculations were performed so that it is assumed each mortgage

always faces an immediate 5 depressed years followed by 10 good

ones. Thus, on a purely statistical basis, the depressed years are

heavily weighted over the good years, particularly for the newer

mortgages.

After the final factors were so developed, they were applied to each

mortgage in force at the proper duration and a total required reserve

figure was established by summation of the results (as of June 30,

1953, this summation totaled $245 million). Appended hereto are

illustrative tables showing the required reserve factors for 20 year

mortgages with pattern ratings of 60-100 percent and certain relevant

tables on which they are based.
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depellded upon in SiPproximating losses per property). Various 
factors 'Tere developed for different types of lnortgage maturities and 
classes with an overall average price of approximately 60 percent of 
the then depreciated value of the property. The annual depreciation 
factor 'vas taken at 2112 percent of improvements. Thus, a property 
,vorth originally $1,000 ,vould be assumed to have depreciated to a 
value of $888 in 5 years, and, should it tllen becolne a clailn, would 
be valued by the .. t\.dlninistration at 60 percent of $888 or $533. In 
other ,vords, a l)roperty valued originally at $10,000 and acquired by 
FHA after foreclosure 5 years later would be assumed to sell even
tually at a net price of $5,330. For eacl1 such property, the FHA 
insurance systenl would be expected to absorb a loss equal to the 
difference between $5,330 and the debentures issued at time of prop
erty acquisition by FIlA. 

'l'he tIlird basic assumption required was tllat relating to the prob
able ntunber of foreclosures that could occur during a depressed 
period. As before, the results used 'vere derived from comparable 
(lxperience of the 1980's and again different rates ,,,,ere developed for 
(liiferent types of lnortgnges. On the average the rates can be Sllln

luarized as follo\ys: for outstanding nl0rtgages less than 5 years old 
approximately 4 out of encll 100 will be foreclosed eacll year during 
n 5-year depression period and for lnortgages between 5 and 10 years 
old, approxilnately 3 out of every 100 will be foreclosed eacll year; 
after 10 years the rates gradually reduce to zero shortly before the 
maturity of the risk. 'fhe aggregate assumed percentage of fore
closures during a depression\yould thus depend on tIle age distribution 
of outstanding insured Inortgages at the begining of the depression" 
but would probably be close to 15 percent. 

In regard to the timing of tIle depression, it was assumed that the 
economy would consist of a cycle of 5 depressed years and 10 good 
years in continuous succession. Again for conservatism, the reserve 
calculations ,,,,ere performed so that it is assumed each mortgage 
always faces an immediate 5 depressed years followed by 10 good 
ones. 'I'hus, on a purely statistical basis, the depressed years are 
heavily weighted over the good years, particularly for the newer 
mortgages. 

After tIle final factors "yere so developed, they were applied to each 
mortgage in force at the proper duration and a total required reserve 
figure was established by summation of the results (as of June 30, 
1953, this summation totaled $245 million). Appended hereto are 
illustrative tables sho,ving the required reserve factors for 20 year. 
mortgages wit}l pattern ratings of 60-100 percent and certain relevant 
tables on which they are based. 
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In the fiscal year ending June 30, 1953, the net income of the MMI

system was approximately $41 million before distribution of par-

ticipating credits in the amount of $8 million for the same period. If

this level of net income is maintained, the total required reserve as

defined above would probably be accumulated within 4 years.

Memorandum prepared by the FHA at the request of the Subcommittee on FHA and VA

Housing Programs and Operations.

APP. l-SUBCOMMI1TEE ON FHA-VA PROGRAMS 

In the fiscal year ending June 30, 1953, the net ineolne of the MMI 
system was approximately $41 l11illion before distributiol1 of par
ticipating credits in the amount of $8 l11illion for the sanle period. If 
this level of net income is maintained, the total required reserve as 
defined above would probably be accumulated witllin 4 years. 

Memorandum prepared by the FHA at the request of the Subcomnllttee on FHA. and VA 
Housing Programs and Operations. 
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APP. 1â��SUBCOMMITTEE ON FHA-VA PROGRAMS

Exhibit 7B

STANDARD RATES OF TITLE TRANSFER FOR INSURANCE CONTRACTS

IN FORCE UNDER THE MUTUAL MORTGAGE INSURANCE FUND

DURING THE UNFAVORABLE PHASE OF THE TITLE TRANSFER CYCLE

Term of mortgage:

10 yearsâ��

Durationâ��Year of insurance after endorsement: rating: eo-ioo

1 - $0.0375

2 .0366

3 .0356

4 .0344

5 0330

6 .0313

7 ... .0293

8 .0268

9 .0236

10 .0192

11 0125

12. . 0087

13 .0064

14 - .0047

15 .0034

16 '0023

17 .0015

18 .0008

19. .0004

20. .0000
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EXHIBIT 7B 

STANDARD RATES OF TITLE TRANSFER FOR INSURANCE CONTRACfS 
IN FORCE UNDER THE MUTUAL MORTGAGE INSURANCE FUND 
DURING THE UNFAVORABLE PHASE OF THE TITLE TRANSFER CYCLE 

Term 0/ mortgage: 
!O lIear8-

• • Mortgage pattern 
DuratIon-Year of Insurance after endorsement: rating: 60-100 1 __________________________________________________________ $0.0375 

2_ ________________________________________________________ .0366 
3__________________________________________________________ .0356 
4__________________________________________________________ .0344 
5 _____________________________________________________ -____ .0330 
6__________________________________________________________ .0313 
7__________________________________________________________ .0293 
8__________________________________________________________ .0268 
9__________________________________________________________ .0236 
10_________________________________________________________ .0192 
11_________________________________________________________ .0125 
12_________________________________________________________ .0087 
13_________________________________________________________ .0064 
14_________________________________________________________ .0047 
15_________________________________________________________ .0034 
16_________________________________________________________ .0023 
17_________________________________________________________ .0015 
18_________________________________________________________ .0008 
19_________________________________________________________ .0004 
20_________________________________________________________ .0000 
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Exhibit 7C

FISCAL YEAR RESERVE FACTORS PER $1,000 OF ORIGINAL FACE

AMOUNT OF INSURANCE IN FORCE UNDER THE MUTUAL MORT-

GAGE INSURANCE FUND

Â« . Term of mortgage: (0 yearsâ��

Duration: Mortgage pattern rating: 8O-100

0 $32. 902

1 26. 790

2 22. 711

3 18. 446

4 13. 973

5 9. 234

6 4.330

7 3.840

8 3.600

9 3.360

10 3. 120

11 2.880

12 2.640

13 2.400

14 2. 160

15 1.800

16 fâ��. 1. 560

17 ---. 1.200

18 .960

19 .600

20 .240
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EXHIBIT 70 

FISCAL YEAR RESERVE FACTORS PER '1,000 OF ORIGINAL FACE 
AMOUNT OF INSURANCE IN FORCE UNDER THE MUlUAL MORT· 
GAGE INSURANCE FUND 

Duration: 
Term of mortgage: eo year&
Mortgage pattern rating: 60-100 

o _______________________________ ~ ___________ ~ _________ ----_ 
1 _________________________________________________________ _ 
2 _________________________________________________________ _ 
3 ____________________________ .. ____________________________ _ 
4 ____________________________________________ ~~ ___________ _ 
5 _________________________________________________________ _ 
6 _________________________________________________________ _ 
7 _________________________________________________________ _ 
8 ________________________________________________________ _ 
9 _________________________________________________________ _ 
10 ________________________________________________________ _ 

11~-------------------------- _____________________________ _ 
12 ________________________________________________________ _ 
13 ________________________________________________________ _ 
14 ________________________________________________________ _ 
15 ________________________________________________________ _ 
16 _____________________________________________________ + __ _ 

17 ________________________________________________________ _ 
18 ________________________________________________________ _ 
19 ________________________________________________________ _ 
20 ________________________________________________________ _ 
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$32.902 
26.790 
22. 711 
18.446 
13.973 
9.234 
4.330 
3.840 
3.600 
3.360 
3.120 
2.880 
2.640 
2.400 
2.160 
1.800 
1. 560 
1.200 
.960 
.600 
.240 
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Exhibit 10

STATUS AND UTILIZATION OF TOTAL FHA MORTGAGE INSURANCE

AUTHORIZATIONS COMPUTED ON THE ASSUMPTION THAT ALL LIM-

ITATIONS APPLY TO INSURANCE IN FORCE

[Millions of dollars]

Fiscal year end-

ing June 30

Status at end of fiscal year

Activity during

fiscal year

Total i

authoriza-

tion

Insurance

in force

Commit-

ments t

outstand-

ing

Total

chargeable

Unused

authoriza-

tion

Net use of

authoriza-

tion

Insurance

written

1953

20,600.0

20,100.0

18,500.0

17,256.0

13,200.0

10,100.0

7,800.0

6,800.0

5,800.0

15,323.6

13,878.0

12,638.2

10,320.6

7, 612.4

5,335.9

3,781.7

4,203.3

4,390.8

2,530.6

1,925.5

2,320.1

3,186.1

2,568.8

2, 512.8

1,389.8

443.2

284.9

17, 854. 2

15,803.5

14, 958. 3

13, 506. 7

10,181. 2

7,848. 7

5,171.5

4,646. 5

4,675. 7

2, 745. 8

4, 296. 5

3,541.7

3,743.3

3,018.8

2,251.3

2, 628. 5

2,153. 5

1,124.3

2, 050. 7

2, 545 7

1952

845.2

2,161. 5

19M

1,451.6

3, 098. 8

1950

3,325. 5

3,606. 6

1949

2,332. 5

2, 951.1

1948 .

2, 677.2

2, 168 8

1947-.

525.0

578 5

1946

-29.2

430.1

1945

-136. 6

6S3. 6

i Exclusive of Title 1, Sec. 2.

3 Includes statements of eligibility.

Source: Federal Housing Administration.
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EXHIBIT 10 

STATUS AND UTILIZATION OF TOTAL FHA MORTGAGE INSURANCE 
AUTHORIZATIONS COMPUTED ON THE ASSUMPTION THAT ALL LIM
ITATIONS APPLY TO INSURANCE IN FORCE 

[Millions or dollars] 

Status at end of ftscal year Actl"!j durtng 
fts year 

F18ca1 year end-
Ing June 30 Total 1 

Commit- Unused Net use of 
authorlza- Insurance ments I rrotal authorIza- authoriza- Insurance 

tlon In force outstand· chargeable tlon tion written 
ing 

1953_. ____________ 20,600.0 15,323.6 2,530.6 17,854.2 2,745.8 2,050.7 2,645.7 1962 .• ____________ 20,100.0 13,878.0 1,925.5 15,803.5 4,296.5 845.2 2,161. 5 1951 ______________ 18,500.0 12,638.2 2,320.1 14,958.3 3,541. 7 1,451. 6 3,098.8 1950 .• ____________ 17,256.0 10,320.6 3,186.1 13,506.7 3,743.3 3,326. 5 3,606.6 1949_. ____________ 13,200.0 7,612.4 2,568.8 10,181. 2 3,018.8 2,332.5 2,951.1 1948 ______________ 10,100.0 5,335.9 2, 512.8 7,848.7 2,251. 3 2, 677. 2 2,168.8 HM7 ______________ 7,800.0 3,781. 7 1,389.8 5,171. 5 2,628.5 525.0 578.5 1946 ___ . __________ 6,800.0 4,203.3 443.2 4,646.5 2,153.5 -29.2 430.1 1945 __ . ___________ 5,800.0 4,300.8 284.9 4,675.7 1,124.3 -136.6 683.6 

1 Excluaive of Title 1, Sec. 2. 
I Includes statements of elIgIbllity. 
Source: Federal Housing Administration. 
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Exhibit 11

COMPARISON OF FHA FEE AND PREMIUM INCOME AND

"NONADMINISTRATIVE" EXPENSES 1948-53

Available for

Fee and premi-

um income

nonadminis-

Nonadminis-

trative ex-

penses

Surplus (+) or

deficit (-)

Fiscal year

trative expense

Year

in following

yeari

1848 - :

$57,265,029

67, 596, 822

$20,042,760

23, 658,888

32,235,000

35,105,000

34,720,000

40, 460,000

1949

1950

1951

1952

1953

1954

$17,524,179

22,608, 543

26, 486, 387

25,406,076

26, 554, 641

+$2, 518,581

+1,050, 345

+5, 748, 613

+9, 698, 924

1949

1950 - -

Â« 92,100,000

Â«100, 300, 000

1951 -

1952 -

i 99,200,000

Â»11S, 800,000

+8,165, 359

+ 14,360,000

1953

Â« 26,100,000

1 35 percent of preceding column as provided by Public Law 387, 81st Cong., approved Oct. 25,1949.

3 Rounded.

* Estimated.

Source: Federal Housing Administration.
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EXHIBIT 11 

COMPARISON OF FHA FEE AND PREMIUM INCOME .AND 
uNONADMlNISTRATIVE" EXPENSES 1948-53 

A vailable for 
Fee and premi- nonadminis- N onadminis- Surplus (+) or Fiscal year trative expense Year trative ex-um income in foIlowing penses deficit (-) 

year' 

1 g48 ________ - ___ - _ - - - - - - ~ __ - - - - $51,~5,029 $~,042,760 1949 $17,524,179 +$2,518,581 1949 __________________________ - 67,596,822 23,658,888 1950 22,608,543 +1,050,345 1950 _ _ _________________________ J 92, 100,000 32,235,000 1951 26,486,387 +5,748,613 1951. __________________________ 2 100, 300, 000 35,105,000 1952 25,406,076 +9,698,924 1952 ___________________________ 
299,~,000 34,7~,000 1953 26,654,641 +8,166,359 1953 _____________ -----____ - __ - - , 116, eoo,ooo 40,460,000 1954 I 26, 100, 000 + 14, 360, 000 

I U percent of preceding column as provided by Public Law 387, Slst Cong., approved Oct. 25, 1949. 
2 Rounded. 
a Estimated. 

Source: Federal Housing Administration. 
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Exhibit 12

PROVISION OF COMMUNITY FACILITIES IN DEFENSE AREAS

Net Approvals, Starts and Completions by Type of Facility and Source of Funds as

of Sept. SO, 1953

Status

Number

of

projects

Construc-

tion cost

$000

Source of funds

HHFA

grants

$000

HHFA

loans

$ooo

PHS

funds

$000

Applicants

funds $000

Total:

Approved ....

Started

Completed

Water only:

Approved. :..

Started

. Completed

Sewer only:

Approved...

Started

Completed

Water and sewer:

Approved

Started

Completed

Other types of facilities:

Approved

Started

Completed

100

71

10

36

26

i

40

27

7

12

7

1

12

11

1

$48, 410

â�¢30,014

1,294

26,875

14,357

148

14,868

9,690

1,064

3,789

3,122

60

2,878

i2,845

22

$10, 589

11,691

609

8,123

5,829

148

4,765

2,815

1,248

880

58

2,453

2,167

22

$3,492

2,494

469

1,093

745

0

1,756

1,261

469

643

488

0

o

0

0

> $4, 640

4,134

64

1,440

1,025

0

2,449

2,359

64

Â»750

750

0

0

o

0

Â» $23, OSS

11, 695

153

16, 219

Â»6, 758

0

5,898

3,256

150

1,147

1,003

2

Â»425

>678

0

1 PHS grants total $4,444,582â��PHS loans total $195,000.

i Preliminary.

' Streets, fire and police protection.

Source: Office of the Administrator.
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EXHIBIT' 12 
PROVISION' OP COMMUNITY PACILITIES IN~ DEFENSE, 'A1tBAS 

Net Approvala, Starts and Completion, by Type of Facility and Source of Funds a3 
of Sept. !JO, 1958 

Number const~. 
Status of tion cos 

projects $000 

Total: 

~l!~::J~_-:~::::::::::::::::::::: : 100 $48,410 
71 t30,014 

wa~~~~ted----- ---- -- -- - -- - - ------ 10 1,294 
Approved. _______ :. ________ • _______ 36 26,875 Started ___________________________ 

26 14,357 
~w~o~f;~ted----- ------ - - - - - - - - - - --- I 148 

t&~~d~_-:~=:: :::::::: ::::::::::: 40 14,868 
27 9,690 Completed ________________________ 7 1,064 

Water and sewer: 

~&~d~~ ____ ~:::::::::::::::::::::: 12 3,789 
7 3,122 Completed ________________________ I 60 

Other types of facilities: a Approved _________________________ 12 2,878 Started ___________________________ 11 22,845 Completed ________________________ 1 22 

1 PHS grants total $4,444,582-PHS loans total $105,000. 
J Preliminary. 
I Streets, fire and pollce protection. 

Source: Office of the Administrator. 

98 

HHFA 
grants 
$000 

$16,SSU 
11.6Ql 

609 

1.123 
5,829 

148 

4,765 
2,815 

380 

1,248 
880 
58 

2,453 
2,167 

22 

Source of funds 

HHFA PHS 
loans· funds Applicants 
$000 $000 funds $000 

$3,492 1$4,640 1$23,689 
2,494 4,134 11,695 

469 64 153 

1.093 1.440 16,219 
745 1,025 16,758 

0 O· 0 

1,756 2,449 lS,898 
1,261 2,359 3,256 

469 64 150 

643 , 750 1,147 
488 750 1,003 

0 0 2 

0 0 1425 
0 0 J 678 
0 0 0 
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Exhibit 13

HOME LOANS GUARANTEED OR INSURED BY VA

''".â� ' { < Â»' â�¢' l * I ' ' 1 â�¢ / ** /* i â�¢ ' i J' . . Â«' ' â�  . ' â�  '

Cumulative as of Sept. 25, 1968

Number of loans closed ,. ..- 3, 111, 920

Principal amount -- $20, 715, 947, 758

Amount of guaranty or insurance $11, 052, 959, 069

Number of loans repaid in full 423, 467

Number of loans on which claims have been paid 17, 060

Percent of total loans closed... 0. 55

Net amount of claims paid to date $15, 550, 000

Number of loans outstanding 2, 671, 393

Estimated principal balance outstanding (billion) $15. 3

Summary of Property Management Activities as of Sept. 80, 1953

Properties assigned by lenders to VA on default of guaranteed loans 11, 663

Assignments withdrawn before transfer of title to VA 223

Properties redeemed before acquisition of absolute title by VA 240

Properties soldâ��total..- 8, 929

Cases pending, end of monthâ��total 2, 271

Pending acquisition by VA 577

VA acquired properties on hand 1, 694

Still subject to redemption 500

Held in absolute title by VA 1, 194
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HOME LOANS GUARANTEED OR' INSURED 'BY VA 
( \ 

Cumulative as of Sept. S5, 1963 
Number of loans closed __________________________________ _ 
Principal amount _______________ ' ________________________ _ 
Amount of guaranty or insurance _________________________ _ 
N umber of loans repaid in full ___________________________ _ 
Number of loans on which claims have been paid ___________ _ 

Percent of total loans closed _________________________ _ 
Net amount of claims paid to date ________________________ _ 
Number of loans outstanding ____________________________ _ 
Estimated principal balance outstanding (billion) ___________ _ 

3,111,920 
$20,715,947,758 
$11,052,959,069 

423,467 
17,060 

0. 55 
$15,550,000 

2,671,393 
$15.,3 

Summary of Property Management Activities as of Sept. 90, 1959 

Properties assigned by lenders to V A on default of guaranteed loans ___ _ 
Assignments withdrawn before transfer of title to V A ____________ . ____ _ 
Properties redeemed before acquisition of absolute title by V A ________ _ 
Properties sold-total ____________________________________________ _ 
Cases pending, end of month-total ________________________________ _ 

Pending acquisition by V A ___________________________________ _ 
VA acquired properties on hand _______________________________ _ 

Still subject to redemption ________________________________ _ 
Held in absolute title by VA ______________________________ _ 

11,663 
223 
240 

8,929 
2,271 

577 
1,694 

500 
1, 194 
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PRESIDENTS ADVISORY COMMITTEE ON HOUSING

Exhibit 15

ATTACHMENT TO FINAL REPORT OF THE SUBCOMMITTEE ON FHA

AND VA HOUSING PROGRAMS AND OPERATIONS

The Advisory Committee, in adopting the final report of the Sub-

committee on FHA and VA Housing Programs and Operations, did

not accept the following recommendation originally presented by the

Subcommittee as a part of the proposed Section 221 program. It is

presented here for reference:

Your Subcommittee recommends that in order to provide for the

acceptability and marketability of insured mortgages under Sec-

tion 221 the following special provisions be authorized for inclusion

in the mortgage contract:

1. That lenders should be permitted to make a special monthly

service charge in an amount determined by the FHA Com-

missioner to be adequate to cover the increased costs of han-

dling small loans;

2. That at the option of the mortgagee a Section 221 loan might

be assigned to the FHA at the end of 20 years in exchange

for debentures in an amount not more than the scheduled

outstanding principal balance; ,

3. That the debentures offered to the mortgagee in event of

default or assignment of the mortgage to FHA should bear

a standard term of 10 years and should bear an interest rate

determined at the time of issuance equivalent to the current

yield on Government bonds of comparable term; and

4. That lenders should be covered completely against any loss

by reason of approved foreclosure expenses.
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PRESIDENTS ADVISORY COMMITTEE ON HOUSING

December 3, 1953.

Honorable Albert M. Cole,

Chairman, President's Advisory Committee on Government

Housing Policies and Programs,

Washington 25, D. C.

Dear Sir : The Subcommittee on Urban Redevelopment, Rehabili-

tation, and Conservation submits herewith its final report for presen-

tation to the President's Advisory Committee on Government Hous-

ing Policies and Programs.

Respectfully,

James W. Rouse, Chairman.

Ehnet A. Camp, Jr.

Ralph T. Walker

Richard J. Gray

Alexander Summer
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DECEMBER 3, 1953. 
Honorable ALBERT M. CoLE, 

Oha:i'T"l11tan, President's Advisory Olnnmittee on G01Jernment 
H ouaing Policies and Program,s, 

Washington ~5, D. o. 
DEAR SIR: The Subcommittee on Urban Redevelopment, Rellabili

tation, and Conservation submits herewith its final report for presen
tation to the President's Advisory Committee on Government Hous
ing Policies and Programs. 

Respectfully, 
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JAMES W. ROUSE, 0 hair1nan. 
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RICHARD J. GRAY 
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REPORT OF THE SUBCOMMITTEE ON URBAN REDEVEL-

OPMENT, REHABILITATION, AND CONSERVATION

The Subcommittee's Approach

At its first meeting the Subcommittee set as the targets of its studies

the following:

1. What must the cities do to eliminate slums and prevent their

future growth ?

2. What is the necessary and appropriate role of the Federal Govern-

ment in this effort?

The Subcommittee has approached its task along several courses as

follows:

1. Extensive discussion with people specially selected for their ex-

perience with and knowledge of the various slum elimination efforts.

This has included the following:

Ferd Kramer, Draper and Kramer, Inc., Chicago Mortgage Banker,

President, Chicago Metropolitan Housing and Planning Council,

Treasurer, American Society of Planning Officials.

Miles L. Colean, Washington, D. C, Housing Economist.

General Otto L. Nelson, Jr., Vice President in Charge of Housing,

New York Life Insurance Co.

John P. Robin, Executive Director, Pittsburgh Urban Redevelop-

ment Authority.

Philip Klutznick, Chicago Home Builder; Member, Illinois State

Housing Board, Former Commissioner, Federal Public Housing

Authority.

Charles Kaufman, Norfolk Lawyer; Chairman, Norfolk Redevelop-

ment and Housing Authority.

G. Yates Cook, Director of Housing Rehabilitation, National Asso-

ciation of Home Builders; Director, New Orleans Department of

Housing Improvement and Slum Prevention.

John Searles, Director, Washington, D. C, Redevelopment Land

Agency.

Guy T. O. Hollyday, Commissioner, Federal Housing Administra-

tion.

Stuart Fitzpatrick, United States Chamber of Commerce.

Charles Stewart, National Association of Real Estate Boards.

Charles Slusser, Commissioner, Public Housing Administration.

James W. Follin, Director, Division of Slum Clearance and Urban

Redevelopment, Housing and Home Finance Agency.
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Henry Parkman, Assistant Director for Nonmilitary Defense, Office

of Defense Mobilization.

Tracy Augur, Director of Urban Targets Division, Office of Defense

Mobilization.

James Martin, Deputy Assistant Administrator for Technical Serv-

ices, Federal Civil Defense Administration.

A. D. Morrell, Director of Engineering Services, Federal Civil

Defense Administration.

Paul McCord, Executive Director, Indianapolis Redevelopment

Commission.

Max Wehrly, Executive Director, Urban Land Institute.

Frank Home, Special Assistant to the Administrator, Housing and

Home Finance Agency.

Walter Blucher, Past President, American Society of Planning

Officials.

Park Martin, Executive Director, Allegheny Conference on Com-

munity Development.

Bert Seidman, Housing Economist, American Federation of Labor.

Monsignor John O'Grady, National Conference of Catholic Chari-

ties.

2. Letters requesting specific advice on the size of the slum preven-

tion-slum elimination problem, the capacity of the cities to deal with it

and the appropriate role of the Federal Government were received, in

response to Committee requests, from the following:

Frank P. Zeidler, Mayor, Milwaukee, Wis.

Rafael Pico, Chairman, Puerto Rico Planning Board, Santurce,

P. R.

Roger L. Creighton, Secretary, Slum Clearance and Redevelopment

Authority, Portland, Maine.

Francis J. Lammer, Executive Director, Redevelopment Authority

of the City of Philadelphia, Philadelphia, Pa.

Robert Moses, Chairman, Committee on Slum Clearance, New

York City.

Charles S. Ascher, New York City.

W. O. Dobbins, Jr., Director, State Planning Board, Montgomery,

Ala.

George H. Dovenmuehle, President, Dovenmuehle, Inc., Chicago,

111.

Carl A. Metz, c/o Shaw, Metz and Dolio, Chicago, 111.

Ramsey Findlater, Director, Cincinnati Metropolitan Housing Au-

thority, Cincinnati, Ohio.

Gerard Gimre, Executive Director, the Nashville Housing Au-

thority, Nashville, Tenn.

Paul B. Guthery, c/o V. J. Guthery's Sons, Charlotte, N. C.
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

A study of what is required to create healthy, well-planned, inte-

grated neighborhoods and of what the long-range target should be

in the renewal of American cities. This study was made by Kobert

Mitchell, former Director of Planning in Philadelphia, now Professor

of Planning, University of Pennsylvania.

Background to the Subcommittee's Recommendations

A PIECEMEAL ATTACK ON SLUMS WILL NOT WORK

The central point of agreement among the members of the Sub-

committee, and the major point of emphasis in this report, is the

absolute necessity for lifting our sights from piecemeal thrusts at

occasional slum pockets, to a broadscale integrated campaign that

stretches across the whole spread of urban blight from the earliest

symptoms to the last stages of decay.

This conclusion was shared by almost everyone who consulted with

us in the course of our studies. It is in phase with a fresh and grow-

ing determination among American cities to get at the roots of the

slum problem.

To eliminate slums:

Millions of dwellings must be demolished and large areas must be

clearedâ��but demolition and redevelopment alone will never get rid

of slums.

Millions of dwellings, which are worth saving, must be rehabili-

tatedâ��but rehabilitation alone will never get rid of slums.

Millions of new dwellings must be built to meet the demands of

urban growth, wipe out our present housing shortages, and make up

for houses demolishedâ��but no amount of new construction alone will

get rid of slums.

Slums do not just happen. They are the product of neglectâ��

neglect by landlords, by tenants, and by all of us who make up the

communities in which slums exist. But above all else, they are the

product of neglect by our city governments.

Although the importance of comprehensive city planning to orderly

urban growth is well established, most cities fail to plan effectively.

Although zoning well framed and consistently enforced is widely

accepted as essential to a stable city, many cities fail to enforce their

zoning laws.

Although the overcrowding of dwellings long has been identified

as the first and fundamental cause of slums, few cities enforce occu-

pancy controls even in those areas not yet overcrowded but threatened

with the next advance of blight.

Although building, fire, housing, and health codes exist in nearly

all cities to prevent the growth of unsafe and unsanitary conditions,

few, if any, cities attempt to enforce them.
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Although parks and recreation areas are essential to the maintenance

of healthy neighborhoods and are provided for that purpose in newer

areas, few cities bother to provide them in the older crowded areas

where the need is greatest.

Although street, alley, and sidewalk maintenance, street lighting,

garbage collection, street cleaning, and other elementary phases of

municipal housekeeping are known to be vital to neighborhood pride

and spirit, few cities give anything but second-class attention to these

responsibilities in older areas.

Although the confinement of any expanding group of people to a

tightly congested part of a city must result in the overcrowding and

exploitation which breeds slums, few, if any, cities have accepted

responsibility for the segregation of minority racial groups into

spaces so limited that they must of necessity become blighted.

These are some of the causes of slums. Their combined pressure

pushes American cities along the deterioration pipeline faster than

slums can be removed at one end and new dwellings added at the

other.

We must clear our slums and we must add good new housing to the

supply, but if we are sincere and realistic about eliminating urban

blight, we must get at the causes as well as the symptoms of the trouble.

We must develop a much broader, bolder, and better balanced pro-

gram for slum prevention and slum clearance than we have so far

evolved. The tight relationship between cause and effect in slums

must be held in sharp focus, and we must insist upon dealing with

both if we are to get rid of either.

SLUMS ARE EXPENSIVE

The huge cost of slums has been documented many times in terms of

disease, crime, juvenile delinquency, waste, and erosion of the dignity

and the character of our fellow citizens. Not always as fully appre-

ciated is the fearful economic cost of slums.

The fact is that our cities are caught in a descending spiral which

leads to widespread municipal insolvency. The accumulated and

continuing spread of blight eats away at the assessable base of the cities.

As the blight spreads, it is inevitably followed by crime, fire, disease,

and delinquency. Thus, does the need for city services increase. But

the city's ability to meet the increased budget is automatically im-

paired by the very blight that creates the demand. More blight, more

demand for services, less revenues to meet the demandâ��that is the

downward spiral in American cities. Most often the cities with the

greatest slum problem have the least capacity to deal with it. Hence,

the call for Federal aid.
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FEDERAL AID TO CITIES UNDER TITLE I OF THE HOUSING

ACT OF 1949

Slum clearance and slum prevention are local problems which

require local solutions. It is only because of the vast accumulation

of blight that the problem has attracted national attention and de-

manded Federal participation. The Federal Government's role has

been to furnish financial assistance to cities needing it and meeting

certain objectives set up by Congress, and to thus induce action along

the lines considered desirable.

The program authorizes a total of $1,000,000,000 in loans to cities

and $500,000,000 in grants. The loans are for planning the redevel-

opment projects and acquiring the property to be cleared. The even-

tual net cost of the project is shared one-third by the city and

two-thirds by the Federal Government. The loan is retired out of

the combined local and Federal grants.

Grants approved to date total $100,500,000. Requests for grants on

projects in process total an additional $75,900,000. Projects now in

the planning stages would require perhaps an additional $110,000,000.

This would use up roughly $286,000,000 of the total grants authorized

by Congress. It would leave $214,000,000 available for future projects

in addition to the $110,000,000 now in the planning stage.

The projects approved and now in process would clear a total of

approximately 70,000 dwellings on more than 5,000 acres of land in

86 communities located in 23 States. This works out to an average

cost to the Federal Government of slightly more than $2,500 per

dwelling unit cleared. If this same average were maintained, present

authorizations would account for the clearance of approximately

130,000 additional dwelling units and, at a pace somewhat faster than

the program has moved to date, it would take 3 to 4 years to do it.'

i

THE SIZE OF THE SLUM ELIMINATION PROBLEM

In order to have some basis for measuring the possible cost of slum

elimination and the period of years over which it might reasonably

be undertaken, the Subcommittee made a number of studies of Census

data and of local estimates of urban decay. It is, of course, impossible

to measure precisely the size or the cost of demolition, rehabilitation,

code enforcement, or vitalized municipal housekeeping. But in order

to get some idea of magnitude of the job, illustrative figures were

assembled representing the thoughtful opinion of informed specialists

in the field.

The Census figures show 10,262,000 dwelling units either dilapi-

dated or deficient in plumbing. But no one knows how many of these

must be cleared. This figure includes units which are not dilapidated
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and lacking only in hot water and also rural nonf arm units which are

not dilapidated but which have no inside toilet. It is doubtful that

such units as these are automatically in the demolition category. If

they are left out, approximately 6,800,000 dwelling units remain in

the substandard group. Obviously some of these can be successfully

rehabilitated. On the other hand some units which are not substand-

ard will have to be cleared to permit logical replanning of clearance

areas and to relieve congestion and provide parks and playgrounds in

neighborhoods being extensively rehabilitated. After giving consid-

eration to all of these factors the number of units probably requiring

demolition was estimated at 5,000,000.

The cost of redevelopment projects approved or in process has been

estimated at about $3,750 per dwelling unit ($2,500 Federal and $1,250

local). It is considered probable that this cost can be reduced to

$3,000 per unit. This would make the total cost of clearing 5,000,000

substandard units $15,000,000,000.

The neighborhood conservation and rehabilitation concept is so new

that there is even more uncertainty as to its size or cost. But it would

seem safe to assume that in the neighborhoods potentially involved

there are 15,000,000 dwelling units. The cost of necessary spot clear-

ance, street closings and widenings, parks, recreation areas and other

public improvements has been estimated at $600 per dwelling unit.

This would bring the potential public improvement cost of neighbor-

hood conservation to $9,000,000,000.

None of this takes into account of course, the cost of rehabilitation

to the structures themselves. Such expenditures, which would prob-

ably exceed the public improvement total, would of course be borne

by the individual property owner.

The above figures would indicate a budget of $1,500,000,000 annu-

ally for slum clearance alone, if the job were to be done in 10 years. At

an annual expenditure of $300,000,000 for slum clearance (nearly 5

times the present rate) it would take 50 years to clear the present sub-

standard units from all cities. If we continue only at a present rate

of clearance and rely on demolition alone to eliminate slums, it will

take us something over 200 years to do the job.

The Subcommittee has previously emphasized that through demoli-

tion and new construction alone, it is impossible to eliminate slums

because neither process goes at the cause of the trouble. An examina-

tion of the cost of the problem reinforces the necessity for developing

a much broader approach to slum elimination. If the nature of the

problem itself did not require it, budget considerations alone would be

sufficient to impel anyone who was sincerely trying to eliminate slums

to find ways of preventing the spread of blight in its earliest stages ;

of rehabilitating dwellings worth saving and of creating sound
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healthy neighborhoods out of the existing housing inventory. It is

obvious that we must check the cycle of decay before slums are born.

WHAT CAN THE CITIES DO?

WHAT SHOULD THE FEDERAL GOVERNMENT REQUIRE?

Inasmuch as it seems to be well established that the Federal Gov-

ernment will extend financial assistance to cities to eliminate slums,

it becomes important for the Federal Government to make sure that

the aid provided will actually do the job intended and that it will

cover the maximum ground.

What we hope we are doing is to help the cities help themselves. By

clearing slums, removing blight, and checking the deterioration cycle,

cities should be able to increase municipal revenues at the same time

they are reducing the demand for services. In short, we are trying

to establish the urban renewal process on an orderly basis so that

over the long pull we will establish healthy cities with reduced re-

quirements for the Federal aid which we now find mandatory.

But the job will be neither cheap nor easy. There is no simple dra-

matic solution. There must be well-planned and well-organized ac-

tion, using all the tools of slum prevention, physical rehabilitation,

neighborhood conservation and slum clearance. No one tool will do

the job. Each is absolutely essential to the effectiveness of the other.

There is no justification for Federal assistance except to cities which

will face up to the whole process of urban decay and undertake long-

range programs:

(1) To prevent the spread of blight into good areas of the city

through vigilant maintenance of housing and neighborhood standards

and strict occupancy controls.

(2) To rejuvenate areas worth saving into sound, healthy neighbor-

hoods by replanning the areas, removing congestion and adverse uses,

providing parks and playgrounds, reorganizing streets and traffic to

protect the renewed neighborhoods and both compelling and encourag-

ing physical rehabilitation of all structures worth saving.

(3) To clear out nonsalvageable structures and obsolete land uses

through clearance and redevelopment.

The Subcommittee, in the course of its work, consulted with many

people engaged in fighting slums in cities throughout the country.

There was virtually no dissent from the point of view that the kind

of planned, coordinated campaign described above is absolutely essen-

tial to slum elimination and should constitute the minimum objective

of a Federal assistance program.

It may be argued that it is hopeless to expect cities to meet such

objectives. If so, it is the considered conclusion of the Subcommittee

112

PRESIDEN"r's ADVISORY COMMITI'EE ON liOUSING 

healthy neil!hborhoods out of the existing housing inventory. It is 
obyious that we must check the cycle of decay before slums are born. 

WHAT CAN THE CITIES DO? 

WHAT SHOULD THE FEDERAL GOVERNMENT REQUIRE? 

Inasmuch as it seems to be ,veIl established that the Federal Gov
ernment will extend financial assistance to cities to eliminate SlUD1S, 

it becomes important for the Federal Government to make sure that 
the aid provided will actually do the job intended and that it will 
cover the maximum ground. 

Wh,at 11'e hope 11'e are doing is to help th.e cities help them8elV(~lJ. By 
clearing slums, removing- blight, and checking the deterioration cycle, 
cities should be able to increase municipal revenues at the same time 
they are reducing- the demand for services. In short, we are tryi ng 
to establisll the urban renewal process 011 an orderly basis so t llat 
over the long pull we will establish healthy cities with reduced re
quirements for the Federal aid ,vllicll we now find mandatory. 

But the job will be neither cheap nor easy. There is no simple rlra
lnatic solution. There must be ,veIl-planned and well-organized ac
tion" using all the tools of slum prevention, physical rehabilitation, 
neighborhood conservation and slum clearance. No one tool ,viII do 
the job. Each is absolutely essential to the effectiveness of the otller. 

There is no justification for Federal assistance except to cities ,,,,hiel} 
will face up to the whole process of urban decay and undertake long-
I 

range prog-rams: 
(1) To prevent tIle spread of blight into good areas of the city 

through vigilant maintenance of housing and neighborhood standards 
and strict occupancy controls. 

" . (2) To rejuvenate areas wortll saving into sound, healthy neighbor
hoods by replanning the areas, removing congestion and adverse uses, 
providing- parks and playgrounds, reorganizing streets and tra.ffic to 
protect the rene,ved neighborhoods and botll compelling and encourag
ing p,hysical rehabilitation of all structures ,vortll saving. 

(3) To clear out nonsalvageable st.ructures and obsolete land llSes 

through clearance and redevelopment. 
The Subcommittee, in the course of its work, consulted with 1l1any 

people engaged in fighting slums in cities throughout the country. 
There was virtually no dissent from the point of view that the kind 
of planned, coordinated campaign described above is absolutely essen
tial to slum elimination and should constitute the min'iInum objective 
of a Federal assistance program. 

It nlay be nrgued that it is hopeless to expect cities to nleet such 
objectives. If so, it is tIle considered conclusion of tIle SubcoDlmittee 

112 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

that our slum conditions are hopeless and the justification for the

present program under Title I of the Housing Act of 1949 should be

reexamined.

But such is not the case. There is overwhelming evidence of a great

and growing spirit in the cities to face realistically the requirements

for slum cure. City after city has profited from the early experi-

ments in Charlotte and Baltimore and moved on to larger efforts. Pro-

grams are now developing in scores of cities. Model State enabling

acts have been suggested by a number of national organizations, and

most recently by a special study committee appointed by the FHA

Commissioner. Illinois has passed an "Urban Community Conserva-

tion Act." Miami, New Orleans, Los Angeles, Philadelphia, and

Chicago all have taken the essential first step in effective code enforce-

ment by consolidating the housing law enforcement machinery in a

single municipal agency.

The performance to date has not been in scale with the enthusiasm,

for the programs are new and developmental. However, there is broad

agreement that the slum prevention-rehabilitation-conservation effort

is a vital missing part in the slum elimination mechanism.

There is also extensive apprehension that the surging enthusiasm for

this new approach to slum elimination might result in poorly planned

and poorly organized efforts which, while achieving only superficial

results, would divert attention from the serious business of real slum

clearance and slum prevention.

The prevention-rehabilitation-conservation programs to date in a

number of cities, the achievements and inadequacies of these efforts,

and the requirements for effective action have been carefully studied

and reported by two special consultants retained by the Subcommittee

for that purpose. This report is entitled "Slum Prevention Through

Conservation and Rehabilitation." Although the members of the Sub-

committee did not necessarily accept their conclusions, the findings

of the consultants represent an important contribution in this field.

The Subcommittee's Findings and Recommendations

1. Examination of the financial condition of American cities shows

a wide disparity in their relative abilities to raise the funds required

for slum elimination. Similarly, there is a great difference from city

to city in the size of the slum problem and the cost of slum cure. It

is clear that one of the major sources of difficulty among the cities is

the widespread failure of our cities and States to resolve the metro-

politan area problem. Artificial political boundaries which bear no

relationship to the economics of the metropolitan community contrib-

ute to the downward cycle by which middle and upper income fami-
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But SUCll is not the case. 'l'here is overwhelming evidence of a great 
alld growing spirit in the cities to face realistically the requirelnents 
for slum cure. City after city has profited from tIle early experi
ll1.ents in Charlotte and Baltimore and moved on to larger efforts. l>ro
grams are now developing in scores of cities. Model State enabling 
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Commissioner. Illinois IlftS passed an "Urban Community Conserva
tion Act." }fiami, New Orleans, Los Angeles, Philadelphia, and 
Chicago all have taken the essential first step ill effective code enforce
ment by consolidating tIle housing la,v enforcelnent machinery in a 
sillgle municipal agency. 

The performance to date has not been in scale with the entllusiasm, 
for the programs are new and developmental. However, there is broad 
agreement that the slum prevention-rehabilitation-conservation effort 
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number of cities, the achievements and inadequacies of these efforts, 
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is clear that one of the major sources of difficulty among the cities is 
the widespread failure of our cities and States to resolve the llletro
politun area problenl. ..I.t\rtifieia 1 political boundaries wllieh bear no 
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lies are continually exported to the outlying suburbs, â�¢while lower in-

come immigrant families are drawn to the crowded central city. This

cycle inevitably reduces the city's ability to raise revenue while in-

creasing the demands upon it for services. To a considerable extent,

the slum problem and our ability to deal with it will depend upon our

resourcefulness in resolving the problems of metropolitan area plan-

ning and taxation. . .

It is impossible to generalize as to the financial capacity of cities

as now constituted to deal with the slum problem, but there is a broad

unanimity that Federal financial assistance is required in order for the

cities to be able to do the job. There is equally broad agreement that

Federal assistance is necessary in order to induce the kind of local

action which slum elimination requires.

Recommendation No. 1:

The Subcommittee recommends that Federal Assistance to cities be

continued on the same general formula established in Title I of the

Housing Act of 1949 and that the existing provisions of Title I re-

main in full force and effect except for such amendments as are

necessary by virtue of the Subcommittee's recommendations in this

report.

2. The objective of the Federal assistance program should be to

help the cities help themselves eliminate their slums. It therefore

should be geared to require cities to face up to the whole process of

urban decay. It should encourage the widest possible ingenuity,

initiative, and discretion at the local level, but it should require clear

and certain evidence as a precondition to Federal aid that the city is

realistically addressing itself to the processes by which slums are

formed, and is not simply engaging in superficial, piecemeal ap-

proaches which will waste both Federal and local funds and fail to

accomplish the objective.

Recommendation No. 2:

The Subcommittee recommends that the extension of Federal finan-

cial assistance be conditioned upon the submission by the local com-

munity of a workable program to attack the problem of urban decay,

as provided in recommendation No. 8.

This recommendation should be implemented through an amend-

ment of Title I of the Housing Act of 1949, imposing as a condition

to the obtaining of Federal assistance the submission of evidence in

conformity with the recommendation.

3. Urban redevelopment, rehabilitation, and conservation should

not be regarded as separate methods of dealing with slums. Each of

these processes is an indispensable part of the overall urban renewal
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process. They are closely interlocked. Well planned urban renewal

projects will, in most instances, involve clearance and redevelopment

of some land, rehabilitation of some structures, and conservation of

the entire neighborhood.

The program under Title I of the Housing Act of 1949, as inter-

preted and administered in the past, has largely supported clearance

and demolition programs. Under the broadened concept herein

recommended, it is intended that loans and grants will be made for

the reestablishment of sound, healthy neighborhoods in urban renewal

areas.

Recommendation No. 3:

The Subcommittee recommends that Title I of the Housing Act of

1949 be broadened as necessary to provide financial assistance to

cities for well planned neighborhood projects, at any stage of the

urban renewal process, which will clear blight and establish sound,

healthy neighborhoods. Grants to local communities should be con-

tinued on the present basis of not to exceed two-thirds of the net

project cost. , '

To effect this recommendation several changes in the provisions of

Title I of the Housing Act of 1949 are necessary. In general, Net

Project Cost is the difference between Gross Project Cost and the pro-

ceeds derived from the disposition of the cleared property. It in no

event includes the cost of rehabilitation to existing structures or the

erection of new structures. Gross Project Cost includes the total ex-

penditures in connection with the project and covers the cost of neces-

sary public improvements in the renewal area, such as streets, utilities,

parks, playgrounds, and other public facilities required for carrying

out the respective plan for the urban renewal area. Among the more

important amendments to Title I of the Housing Act of 1949 are these:

(a) The term "Project" as presently defined in Title I of the Hous-

ing Act of 1949 should be amended to revise and broaden the existing

project eligibility requirements in conformity with the Subcommittee's

recommendations and to embrace the activities involved in a com-

prehensive urban renewal program, including rehabilitation and con-

servation as well as slum clearance and redevelopment, and

(5) The term "project area" in Title I of the Housing Act of 1949

should be changed to cover an "urban renewal area." The term "urban

renewal area" should be defined, in substance, to embrace any urban

area designated by the local community as appropriate for renewal

and determined to be deteriorated, deteriorating or threatened by

blight, and respecting which the city has evolved programs for clear-

ing existing blight and for restoring the area to a sound, healthy

condition;
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(o) The provisions in Title I of the Housing Act of 1949 pertaining

to loans, capital grants, and advances should be changed to authorize

such financial assistance for urban renewal activities. This assistance

should extend to the making of grants to public bodies for the prepa-

ration of plans for urban renewal areas. The amount of grants made

for plans should be deducted from the total grants for which the city

would otherwise be eligible in connection with that particular project.

(d) Title I of the Housing Act of 1949 should be further amended

to exclude from its scope any public facility or improvement which

is outside the boundaries of the urban renewal area.

4. There is confusion, duplication, and conflict in the present organ-

ization of the Housing agencies. The confused organizational struc-

ture impedes the administration of the present slum clearance and

urban redevelopment program. Whatever the eventual recommen-

dation may be as to the reorganization of the Housing agencies, it

is clear that responsibility for administering the Federal assistance

program in the urban renewal field should be assigned to an agency

of Government with a status comparable to that of the PHA and the

FHA. The program is new and developing. It has experienced the

normal growth pains. But the red tape, delay, and overzealous super-

vision of local action can only be corrected by a combination of im-

proved organizational structure, clarifications in the law, and im-

proved administration. The latter step appears to be successfully

under way.

Recommendation No. 4:

The Subcommittee recommends that an Urban Renewal Administra-

tion be established at a level in the housing organization similar to

the status of PHA and FHA.

To effect this recommendation, the provision of Title I of the Hous-

ing Act of 1949 providing for the appointment of a "Director" to

administer the program will have to be revoked and in lieu thereof

appropriate provisions will have to be inserted for the establishment

of the Urban Renewal Administration and the appointment of a head

or chief of such administration having the same legal status as the

heads of the other constituent units of the Housing and Home Finance

Agency.

5. In order to permit reasonably long-range planning of local slum-

elimination programs, the Urban Renewal Administration must know

several years in advance of actual appropriation the extent of the funds

that will be available to it.

So far, this has not constituted a problem, as the rate at which

redevelopment projects have been planned and processed has been only

slightly in excess of $50 million per year. It is not budget considera-
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tions which have controlled the pace of the program, but the capacity

of the cities to plan and execute the projects, to relocate the families

in the clearance areas, and to absorb the overall impact of the program

on their communities.

As the broader-gaged, more flexible urban renewal program herein

proposed takes shape, the pace will increase and the time will soon

arrive when requests for assistance will press against the ceiling of

presently authorized capital grants. At that time, perhaps by 1955

or 1956, financial requirements of the program must be reexamined.

The experience gained by that time with the cost of urban renewal

will permit the President and Congress to relate the desired pace of

slum elimination to budget requirements more realistically than is

now possible. The amount of annual budget allotments will be influ-

enced by the capacity of the cities to absorb the program, the available

supply of housing, and the possible use of the program to help bridge

transitional dips in the nation's economy. In this latter respect, it is

important to note how quickly a speed-up in this program might help

to bolster the economy of the country while achieving immensely con-

structive results throughout our cities. It not only will help eliminate

slums and improve the condition of housing, it will also result in the

expenditure of large sums in needed public improvements and will

constitute an important stimulant to the entire building industry.

Recommendation No. 5:

The Subcommittee recommends that an Urban Renewal Fund be

established to provide loans and grants to local communities for

urban renewal. The size of the fund should be sufficient to per-

mit necessary advance planning. It should be augmented yearly in

such amounts as the administration and Congress may determine,

with due regard to (1) the capacity of the program and the desire as

to its pace, (2) the ability of the Federal Government to provide

funds for the necessary grants, (3) the Federal grants and fiscal pol-

icies as they relate to all other grants and subsidy programs of the

Federal Government, (4) the impact which the financing of all

Government subsidy programs which may be authorized will have

on the supply of investment funds. The presently authorized and

unused grant funds under Title I of the Housing Act of 1949 should

be transferred to the urban renewal fund and are adequate to cover

requirements for at least the next fiscal year.

An amendment to Title I of the Housing Act of 1949 to provide for

the establishment of such fund is required. Provisions should be made

for transferring to the Urban Renewal Fund loan and grant funds au-

thorized under the existing provisions of Title I of the Housing Act

of 1949.
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45. The idea of slum prevention and rehabilitation of existing struc-

tures and general urban improvement is an old one, but the processes

required to make such ideas effective in clearing blight and prevent-

ing its spread are only now being developed. The strides that have

been made in the past few years are outstanding, but no city in the

United States yet has a truly effective program in operation. There

is great and valid hope that these ideas can be evolved into tremen-

dously important processes for slum elimination, but the job is still

ahead. Because the pressure for slum elimination is so great, yet the

difficulties in the way of effective action so real, there is always great

danger that programs will be launched with much enthusiasm and at

considerable expense which do not really measure up to the task and

cannot achieve the results required. There is danger that we will fail

to make the hard decisions and do the hard work that effective pre-

vention-rehabilitation-conservation demands. Because it is so im-

portant that this approach be developed to its full potential, and be-

cause it would be so disastrous if it failed without being thoroughly

and responsibly undertaken, the entire Nation has a deep interest in

the efforts which the cities make and the progress that is achieved.

By broadening Federal assistance under Title I of the Housing Act

of 1949 to help induce action by the cities in this field, the Federal

Government can provide the trigger for a chain reaction of thought-

ful and effective local action which could end in the elimination of

urban slums. But it could also set in motion excitement and enthu-

siasm for superficial undertakings hopelessly incapable of doing the

job for which the assistance is furnished.

Recommendation No. 6:

The Subcommittee recommends that an Urban Renewal Service be

established in the Urban Renewal Administration to provide cities,

at their request, with technical and professional assistance in plan-

ning and organizing programs for urban renewal. This service

would develop information on action being taken among cities

throughout the country. It would analyze the various programs

and report their achievements to other cities which were interested,

in order that every city might benefit from the experience of others.

It would help point up the requirements for effective slum preven-

tion and slum clearance, and would generally assist cities in meeting

the objectives set by the Urban Renewal Administration as pre-

conditions to eligibility for financial assistance under the urban

renewal program.

In order to carry out this recommendation, Title I of the Housing

Act of 1949 will have to be amended to authorize the establishment

of an Urban Benewal Service and to empower the Service to perform

118

PRESIDENTS ADVISOR.y COMMITtEE ON HOUSING 

.6. The idea of slum prevention and rehabilitation of existing struc
tures and general urban improvement is an old one, but the processes 
required to make such ideas effective in clearing blight and prevent
ing its spread are only now being developed. The strides that have 
been made in the past few years are outstanding, but no city in the 
United States yet has a truly effective program in operation. There 
is great and valid hope that these ideas can be evolved into treInen
dously important processes for slum elimination, but the job is still 
ahead. Because the pressure for slum elimination is so great, yet the 
difficulties in the way of effective action so real, there is always great 
danger that programs will be launched with much enthusiasm and at 
considerable expense which do not really measure up to the task and 
cannot achieve the results required. There is danger that we will fail 
to make the hard decisions and do the hard work that effective pre
vention-rehabilitation-conservation demands. Because it is so im
portant that this approach be developed.to its full potential, and be
cause it would be so disastrous if it failed without being thoroughly 
and responsibly undertaken II the entire Nation has a deep interest in 
the efforts which the cities make and the progress that is achieved. 

By broadening Federal assistance under Title I of the Housing Act 
of 1949 to help induce action by the cities in this field, the Federal 
Government can provide the trigger for a chain reaction of thougl1.t
ful and effective local action which could end in the elimin~~i~n of 
urban slums. But it could also set in motion excitement and enthu
siasm for superficial undertakings 110pelessly incapable of dOIng the 
job for which the assistance is furnished. 

Recommendation No.6: 

The Subcommittee recommends that an Urban Renewal Service be 
established in the Urban Renewal Administration to provide cities, 
at their request, with technical and professional assistance in plan
ning and organizing programs for urban renewal. rhis service 
would develop information on action being taken among cities 
throughout the country. It would analyze the various programs 
and report their achievements to other cities which were interested, 
in order that every city might benefit from the experience of others. 
It would help point up the requirements for effective slum preven
tion and slum clearance, and would generally assist cities in meeting 
the objectives set by the Urban Renewal Administration as pre
conditions to eligibility for financial assistance under the urban 

. renewal program. 

In order to carry out this recommendation, Title I of·the Housing 
Aot' of 1949 will have to be amended to authorize the establishment 
of an Urban Renewal Service and to empower the Service to perform 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

the particular functions outlined above and the function of determin-

ing whether cities have made overall approaches to the problems of

decay as provided in the recommendations below.

7. Obviously it will not be possible for declining areas to be restored

to sound, healthy neighborhoods unless there is financing available

for the construction and purchase of new housing for sale and rent and

for the rehabilitation of existing structures. The nonavailability, in

declining areas, of financing opportunities equal to those which are

available in newer neighborhoods contributes to the cycle of deteriora-

tion and impedes efforts to check it.

Recommendation No. 7:

The Subcommittee recommends that long-term FHA financing be

made available in renewal areas on terms at least as favorable as are

available elsewhere in the city for purchase, construction, or rehabili-

tation of housing for rental or owner occupancy.

FHA should be granted additional legislative authority, if it pres-

ently lacks it, to enable it to provide such financing in renewal areas.

8. In extending financial assistance under the present slum-clearance

program, the Administrator is required to "give consideration to" the

extent to which the city is developing more modern building codes

and preventing the spread of blight through enforcement of health,

sanitation, and safety codes.

If we really mean business about slum elimination, this section of

the law must be broadened and the administration of its strengthened.

Recommendation No. 8:

The Subcommittee recommends that before qualifying for grants

under the amended program of Title I of the Housing Act of 1949

the locality shall present a workable program to attack the problem

of urban decay, through programs designed to (1) prevent the spread

of slums, (2) rehabilitate existing structures and neighborhoods, and

(3) clear out nonsalvageable dwellings and obsolete land uses and

establish a locality of sound, healthy neighborhoods.

To effect this recommendation, appropriate amendatory legislation

should be enacted directing the Urban Eenewal Administration to

condition the availability of the Federal assistance in question upon

proper showings of accomplishment in line with this recommendation

and the recommendation next following.

9. In order for the FHA to insure long-term mortgages in deteri-

orating and blighted areas it must be satisfied that the locality has

taken steps necessary to remove the blight and establish the area as

a sound, healthy neighborhood in which the maintenance of long-term

values can be reasonably anticipated. Similarly the PHA must be
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under the amended program of Title I of the Housing Act of 1949 
the locality shall present a workable program to attack the problem 
of urban decay, through programs designed to (1) prevent the spread 
of slums, (2) rehabilitate existing structures and neighborhoods, and 
(3) clear out nonsalvageable dwellings and obsolete land uses and 
establish a locality of sound, healthy neighborhoods. 

To effect this recommendation, appropriate amendatory legislation 
should be enacted directing the Urban Renewal Administration to 
condition the availability of the Federal assistance in question upon 
proper showings of accomplishment in line with this recommendation 
and the recommendation next following. 

9. In order for the FHA to insure long-term mortgages in deteri
orating and blighted areas it must be satisfied that the locality has 
taken steps necessary to remove the blight and establish the area as 
a sound, healthy neighborhood in which the maintenance of long-term 
values can be reasonably anticipated. Similarly the PHA must be 
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satisfied that the locality has taken steps sufficient to meet the pre-

conditions to public housing grants. These determinations, as well as

those of the Urban Renewal Administration, will require the setting of

objectives and the examination of programs in the locality in relation

to those objectives.

Recommendation No. 9:

To avoid confusion and conflict, the Subcommittee recommends

that the Urban Renewal Administration advise the Housing and

Home Finance Administrator of the plans and programs a city has

developed for attacking the problem of urban decay and that the

Housing and Home Finance Administrator then certify to the FHA,

PHA, and URA whether or not that city qualifies for the Federal

assistance requested.

To carry out this recommendation, appropriate amendatory legis-

lation is desirable. However, the objective may also be attained

through administrative measures under a reorganized housing agency.

10. The performance of individual cities in this broadened concept

of urban renewal will vary widely. It is tremendously important that

the highest level of performance be encouraged not only because, over

the long pull, it will minimize the need for Federal aid, but also be-

cause in a field as new as this, outstanding performances by one city

light the way for others. Traditionally, Federal grants are made on

a pro rata formula to cities or States. To comply with the spirit of

this tradition, while encouraging high level performances by the cities,

the Subcommittee recommends:

Recommendation No. 10:

That two-thirds of the funds available for capital grants may be

allocated under the limitations contained in Section 106 (e) of Title I

of the Housing Act of 1949, as amended, imposing a maximum upon

the amount of capital grants that may be made in any one state.

The remaining one-third of the funds available for capital grants

may be allocated, at the discretion of the Urban Renewal Adminis-

tration, without regard to Section 106 (e) of the Housing Act of

1949 to those cities showing the highest level of performance in an

overall approach to the problem of urban decay through (1) pro-

grams designed to prevent the spread of slums; (2) rehabilitation of

existing structures and neighborhoods, and (3) clearing out non-

salvageable dwellings and obsolete land uses and establishing a city

of sound, healthy neighborhoods.

Section 106 (e) and other provisions of Title I of the Housing Act

of 1949 will have to be amended to carry out this recommendation.

11. It is especially important to develop in at least a few cities in
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the United States pilot projects of effective local action at all stages

of the slum prevention-slum elimination process. The experiences

of cities in connection with such demonstration projects will be tre-

mendously useful in guiding citizens and local officials of other cities.

There is much to be learned about what is required to make preven-

tionâ��rehabilitationâ��conservation ideas effective. In order to test

methods and techniques and to assist in lifting the level of performance

by other cities which also may aid in a raising of standards throughout

the country, the Subcommittee recommends:

Recommendation No. 11:

That a special fund of $5 million be set aside from the grant author-

izations available to the Urban Renewal Administration to be used

in developing, testing, and reporting slum prevention and elimina-

tion techniques in one or more American cities.

The city or cities to which these special grants are made should be

selected on the basis of the value to other cities and to the Federal

Government of lessons learned in the pilot city and of the readiness

and capacity of the city to cooperate in and contribute effectively to

thorough-going urban renewal programs.

The funds should be available without regard to the purposes for

which regular loans and grants may be made available and without

regard to the restrictions imposed upon other loan and grant funds.

They should be available on a two-thirds grant basis for such items

as operating expenses, special staff studies, rehabilitation experi-

ments, and other undertakings which would contribute to the

development and testing of techniques in slum prevention and slum

elimination.

Detailed records should be maintained of costs and results. The

information would be made available through the Urban Renewal

Service for other cities to study, analyze, and act upon.

The provision of the necessary authority to carry out this recom-

mendation requires the amendment of Title I of the Housing Act of

1949 by the addition of a special provision.

12. There is great need for vigorous and responsible leadership of

a national effort to promote the kind of broadscale, integrated urban

renewal program envisaged in this report. In order that that effort

may join together top leaders in business, labor, trade, civic, and

religious organizations in a common, nationwide campaign, the Sub-

committee recommends:

Recommendation No. 12:

That a broadly representative private organization be formed out-

side of the Federal Government with congressional and /or Presi-
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dential sponsorship to mobilize public opinion in the support of

vigorous and effective action by the cities in slum prevention, neigh-

borhood conservation, and other urban renewal activities.

This recommendation could be carried out by the enactment of a

special act of Congress to authorize the formation of a nonprofit pri-

vately financed corporation under sponsorship of the Federal Gov-

ernment.

13. There is a direct and important relationship between the own-

ership of housing for low-income families and the creation of slums.

Irresponsible and unconscionable people are persistently taking ad-

vantage of the cities' failure to enforce their occupancy controls and

their health, sanitation, and safety codes. The ugly business of slum

racketeering contributes extensively to the spread of slums and to the

high cost of slum property in demolition areas. It would be extremely

helpful to the slum preventionâ��slum clearance effort to put owner-

ship and operation of slum property in the spotlight. This would be

immediately effective in arousing local communities to more effective

action and in discouraging ruthless exploitation of low-income fami-

lies. It would contribute to the development of a climate of opinion

in the communities in support of code enforcement. It would facili-

tate the development of laws and the invoking of court actions and

proceedings to prevent slum owners from profiting through the ille-

gal operation and maintenance of slum properties. All of this would

reduce costs to the local communities and would help to reduce the cost

to the Federal Government of the urban renewal program.

Recommendation No. 13:

The Subcommittee recommends that the national organization pro-

posed above encourage inquiries into the ownership and operation

of slum property and the failure of cities to compel compliance with

their health and housing codes. Such inquiries by public bodies,

newspapers, or private groups alert communities to the nature of

the slum problem and some of its principal causes and are thus

important first steps in activating public opinion in support of

effective slum prevention and urban renewal programs.

14. The net cost of slum clearance and redevelopment should be

reduced by every possible means in order to spread available grants

over the widest possible area.

Recommendation No. 14:

The Subcommittee recommends that (a) grants for renewal projects

should only be made to cities which launch two-fisted occupancy

code enforcement campaigns in the demolition areas. Income based

on illegal occupancy should be wrung out of slum property before
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appraisals are made to determine market value for acquisition

purposes;

(b) Code enforcement should be employed to the fullest extent

possible to achieve, without compensation, compulsory demolition

of dwellings unfit for human habitation and too far gone to be

rehabilitated. This opportunity would be enhanced if, in the event

of such demolition, the residual value ascribed to the building and

the cost of demolition were, for tax purposes, allowed as deprecia-

tion instead of being added to land value;

(c) Unnecessary demolition of salvageable structures should be

avoided wherever resourceful planning can fit the existing structures

into a sound reuse plan;

(d) Project planning on a limited, piecemeal, few-blocks-at-a-

time basis should be avoided under the amended Title I of the Hous-

ing Act of 1949. Neighborhood planning on a large area basis as

a part of a comprehensive city plan will permit bold and imagina-

tive reuse planning and will often create values which cautious,

limited, piecemeal planning will fail to uncover.

(e) Clearance projects should aim at clearing slums and deterio-

rated areas, converting land to its logical best use. Overemphasis

on housing for reuse should be avoided and the land should be put

to industrial, commercial, institutional, public, and residential use,

or any combination thereof, in accordance with comprehensive plan-

ning considerations;

(f) Greater proceeds should be obtained from marketing cleared

land by offering it for reuse under the conditions most favorable to

its true value. Land is now offered for sale in advance of acquisi-

tion. The years of delay militate against a top price. The cities

should have the courage to back up their planning and should pro-

ceed with acquisition and clearance before offering the land for sale.

It should be marketed when reasonably short-term delivery can be

assured.

These recommendations can best be carried out through proper

administrative procedures and techniques and, hence, they are directed

primarily to Federal and local officials engaged in urban renewal

activities. No legislative action is deemed necessary to carry out these

recommendations. The tax aspect is one that should be considered by

the Treasury Department.

15. These programs for slum prevention and slum clearance will

reduce the total supply of dwelling units available for occupancy.

New housing must be built in sufficient quantity to meet this reduction

in housing supply, satisfy the demands of urban growth, and wipe

out present housing shortages.
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But the tightness in the housing supply in most cities, the lag in

price adjustments, and the proven vulnerability of low-income families

to exploitation add up to a valid demand for relocation housing for

low-income families under public control and with some form of Gov-

ernment financial assistance, as an expansion joint in the slum elimi-

nation process.

The need for relocation assistance is accentuated by the concentra-

tion of minority groups in the tightly congested central areas. The

extensive inmigration of minority groups to the large metropolitan

centers piles additional families into these areas for they have no-

where else to go. Additional areas of housing for minority groups

are desperately required in order that the normal operations of the

housing market may be more effective in meeting the relocation needs

of all groups.

The Subcommittee is not agreed on the precise mechanics by which

relocation housing can best be supplied. However, it is agreed that

the following considerations should influence the final solution:

Recommendation No. 15:

There should be wide flexibility in adapting relocation solutions to

the conditions and requirements of the local communities. The

fullest possible use should be made through thoughtful relocation

planning of available new housing and good used housing in the

existing inventory.

Areas must be opened up to meet the housing needs of all groups.

Long-term FHA mortgage insurance should be used to the fullest

possible extent in meeting relocation needs.

If and when public assistance is required in connection with reloca-

tion, the lease of existing or new housing and the purchase of

housing in the existing inventory should be thoughtfully considered.

The Subcommittee is divided as to whether or not there is justi-

fication for public low-rent housing under any circumstances. Some

members of the Subcommittee, while acknowledging the need for

subsidy in this field, consider such housing unnecessary and unde-

sirable. Others believe that there is a residual need in some cities

that can only be met through new low-rent public housing, and that

the entire slum clearance program in those cities is dependent upon

its being supplied.

16. One of the difficulties in slum elimination is the inadequacy

of facilities for planning, prevention, or clearance programs in the

smaller cities and the urbanized communities at the fringes of large

cities. In composite these areas are large, but individually they are
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small political entities with little or no funds for the planning facilities

which their problems require.

Of great importance also is an attack on the urban renewal problem

on a metropolitan or regional basis, including the preparation of

metropolitan housing market analyses and the integration of the

renewal and development plans, programs, codes and controls of the

numerous local governments in these areas.

To help meet these problems, the Subcommittee recommends:

Recommendation No. 16:

That grants be made on a matching basis to State or metropolitan

area governmental planning agencies to cover the cost of technical

assistance for small cities and towns and for metropolitan regions

within the States.

Title I of the Housing Act of 1949 will have to be amended to carry

out this recommendation. Such amendment would authorize the

Urban Benewal Administration to make grants on a matching basis

to state planning agencies for the provision of technical assistance of

the type outlined in this recommendation.

17. Real estate investment is one in which a recapture of capital

cannot be contemplated except over a long period. At the same time,

it is an investment that is apt to suffer protracted variations in income

during the period of capital return.

Tax policy should take these characteristics into account. Consid-

eration should be given to permitting substantially greater choice in

deducting depreciation for tax purposes and for allowing a longer

period for averaging income than the present 1-year carry-back and

5-year carry-forward provisions.

Present rules against collapsible corporations also create a deterrent

to investment. If stock in a real estate owning corporation is sold

within 3 years after completion of the project, profit on the sale must

be considered as income rather than capital gain. The result is a

freezing of the capital structure of such corporations and a corre-

sponding reduction in availability of venture capital.

Consideration should be given to an allowance for the depletion of

land value in estimating deductible depreciation. Under present

rules, land is considered to have constant, or appreciating value,

whereas actually, with a shift in neighborhood characteristics, land

may suffer a substantial loss of value. Such an allowance would en-

courage long-term investment.

Under present rules, when an obsolete property is demolished, the

residual value ascribed to the building and the cost of demolition is

considered to be part of land value and cannot be depreciated for tax
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purposes. This policy obviously deters the removal of obsolete

structures.

The acquisition or building of property by a tax-exempt organiza-

tion for investment may be considered by the Internal Eevenue Bu-

reau as "the carrying on of a trade or business." Uncertainties in this

respect discourage a type of investor that might be satisfied with a

relatively small or average return over a long period.

Repair and maintenance of owner-occupied property would be en-

couraged if it were possible to deduct such expenditures in calculating

current net income. This in itself would be a great deterrent to the

creation of slums.

Recommendation No. 17:

The Subcommittee recommends that the President instruct the

Treasury Department and request the appropriate Congressional

Committees to study the question as to whether there are tax inequi-

ties which deter private investment in rental housing, and based on

such findings, to take appropriate action.

18. Representatives of ODM and FCDA have stated that the con-

centration of people and industry in our large cities makes these

cities prime target areas and that this concentration makes the United

States exceptionally vulnerable to atomic attack.

They state further that "the obvious antidote is to multiply the tar-

get and thus dilute the vulnerability", that we must reexamine the

form in which our cities are growing, that we must "reduce densities"

and improve the "spacing" in our urban centers, that we should "en-

courage construction outside of prime target zones."

The Federal Government, through the composite of its mortgage in-

surance and financial aid programs, is capable of exerting great in-

fluence on the development and redevelopment of American cities.

But the exercise of such influence would involve major disruptions to

the normal processes of community development in the country. The

representatives of ODM and FCDA made no recommendations for

specific action and until their thinking on the subject has become

crystallized, the Subcommittee recommends:

Recommendation No. 18:

(1) That a very close and confidential relationship be established

between the defense agencies and the heads of the housing agencies

so that Federal housing efforts may be directed in a manner which

will not be inconsistent with the progressive stages of defense

planning.
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form in which our cities are growing, that we must "reduce densities" 
and improve the "spacing" in our urban centers, that we should "en
courage construction outside of prime target zones." 

The Federal Government, through the composite of its mortgage in
surance and financial aid programs, is capable of exerting great in
fluence on the development and redevelopment of American cities. 
But the exercise of such influence would involve major disruptions to 
the normal processes of community development in the country. The 
representatives of ODM and FCDA made no recommendations for 
specific action and until their thinking on the subject has become 
crystallized, the Subcommittee recommends: 
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(2) That the Housing and Home Finance Administrator, after

becoming acquainted with the problems and goals of the defense

agencies, be directed to have studies made by the heads of all Federal

housing agencies, to determine what steps could be taken by each

agency to assist in meeting these goals and how best to carry out its

part of an overall plan.

(3) That each of these housing agencies determine which steps can

be taken under existing legislation and determine the need for

additional legislation.

(4) That such additional legislation be carefully prepared and made

ready for introduction when necessary.

(5) That the Urban Renewal Administration, in working with cities

in the planning of redevelopment programs and in the planning of

renewal areas, keep in mind the layout of parks, playgrounds, and

other open land in such manner as to constitute effective firebreaks

in the event of major conflagrations.
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Exhibit 1

Washington, D. C,

November %, 1953.

Mr. James W. Rouse,

Chairman, Subcommittee on Urban Redevelopment, Rehabilitation,

and Conservation,

Advisory Committee on Government Housing Policies and Pro-

grams, Washington, D. C.

Dear Mr. Rouse : I am submitting herewith a report entitled "Na-

tional Objectives for Housing and Urban Renewal" for the consid-

eration of your Committee.

The Housing Act of 1949 set forth for the first time a national state-

ment of housing policy. This included a determination that the wel-

fare of the people in our cities requires the clearance and rebuilding

of slums and blighted areas.

Since that time many cities have participated with the Federal

Government in those programs. Much of the necessary State legisla-

tion, court decisions and experiment with methods has been accom-

plished. As the program has proceeded it has been more and more

clear that we were dealing with projects, not with comprehensive pro-

grams for renewing our cities.

It is now clear that our objectives must be broadened. We are pro-

ducing slums faster than we can demolish them. We must protect

and conserve existing parts of cities to slow down this process of

blight. We must recognize that the real cities are entire metropolitan

areas, and that metropolitan development affects very much the de-

velopment potential of central cities, and their possible tax revenue.

I have accordingly given attention to the metropolitan problem, the

needed programs of urban renewal and the objectives for a total

housing program which are all interdependent.

It has been a great pleasure to work with your Subcommittee and a

privilege to join to some extent in your deliberations. I am confident

that your report will be of great usefulness in helping to determine

the national policies which will be adopted.

Very truly yours,

Robert B. Mitchell,

Consultant.
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NATIONAL OBJECTIVES FOR HOUSING AND URBAN

RENEWAL

A Report to the Subcommittee on Urban Redevelopment, Rehabilita-

tion and Conservation, of the President's Advisory Committee on

Government Housing Policies and Programs

By Robert B. Mitchell, Consultant, Professor of City Planning, the

University of Pennsylvania

Our Nation and people bear today the greatest responsibility of our

history. While maintaining that economic and military strength on

which the free world depends, we must continue to nourish our funda-

mental freedoms, enhance the welfare, prosperity, and internal secu-

rity of the Nation, and advance without hesitation the health and

living standards of the American people. In doing this we shall dem-

onstrate to the world the dynamic ability of a free nation to attain

those ends toward which all men are striving.

In these days we can tolerate no timid programs. Boldly and posi-

tively we must adopt those policies and undertake those actions which

will best serve our national aims, and so serve the American people.

The necessary policies and action programs will cover a wide range

of national concerns. High among them must be these firm objectives:

that the Nation shall undertake, as never before, the strengthening,

improvement, and continuing renewal of the villages, cities, and great

metropolitan regions of America which are increasingly vital to our

way of life, our economic system, and our national security; and that

every American family shall have the opportunity to live in a decent

home.

These ends are so related that one cannot be attained without the

other. They require an integrated, bold, positive program: a program

to build better cities and homes for Americans.

The Problem of the Cities

We have never, as a Nation, undertaken seriously to make our cities

fit habitations for the American people. We know that community

pride and loyalty is the beginning of patriotism. We know that in our

local communities we have the first lessons of citizenship. We have

discovered that much of the efficiency of our economic life is dependent

upon the functioning of urban areas. And now in midcentury we are

shocked into the realization that modern weapons of war have made

our densely packed urban concentrations so vulnerable to attack that

the security of the Nation would be seriously threatened in another

war.
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We have never really faced up to the problems of our cities and

determined as a Nation to solve them. We have talked and written for

two decades about the menace of urban blight and slums. A few

blighted and slum areas have been cleared through a partnership of

local and Federal Government, but we have to look for these spots

carefully to find them. Meanwhile the forces of obsolescence, neglect,

and exploitation have been allowed to compound the problem.

Healthy, sound, useful, urban areas are subject to premature decay

because we have allowed air pollution, heavy through traffic, inade-

quate public services, overcrowded land and buildings, and other influ-

ences to make them undesirable in competition with newer, outlying

districts.

The forces of spreading blight have cracked morale in many neigh-

borhoods. As a sense of hopelessness replaces confidence the disinte-

gration is speeded. Social disorganization and delinquency follow,

and another slum is created.

Most metropolitan central cities are surrounded by belts of rapidly

growing suburban areas in one or more counties and divided into a

multiplicity of local governmental jurisdictions. With some notable

exceptions this suburban development has occurred by the spatterdash

method, with varying degrees of building or land use control, of plan-

ning, of public services and of taxation.

Newly developed suburbs attract upper- and middle-income popu-

lation from the deteriorating central cities; but often they are poorly

laid out, constructed, and serviced and eventually show the symptoms

of blight found in the older cities, except for density of development.

Keliance on the real-estate tax and fractionated governmental service

areas produce grave problems of tax revenue in many suburbs as

lower-income families move in.

Central city problems are compounded as population, trade, and

industry of high taxpaying ability are lost to the suburbs and lower-

income migrants enter the cities. The revenue base is decreased while

the demand for expensive services is vastly increased.

Metropolitan regions are formed within a play of divisive forces

which prevent any organic structure of governmental services or

finance or of physical layout and facilities. It is no wonder, then, that

local communities are financially pressed, poorly serviced, and

strangled with increasing traffic congestion.

Into this picture of congestion, decay, disorganization, and insol-

vency is injected a new warning. The metropolitan region is vulner-

able to the atomic bomb and other modern possibilities of long-range

aggression.
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Deterioration of cities and disorganization of metropolitan regions

is decay at the heart of the Nation; but the concentration of popula-

tion, communication, and transportation facilities and productive

plant in congested urban centers invites national disaster. The wel-

fare and security of the Nation require an all-out national program of

urban renewal and development.

Then what must be the specific goals of this national effort ? The

situation is far from hopeless because all cities are constantly chang-

ing. All have, to some degree, a constructive vitality. This gradual

change can be guided and facilitated, even speeded, to achieve the

healthy cities and urban regions we desire.

Metropolitan Integration and Development

We want to reshape our metropolitan regions so that congestion is

reduced, and the physical structure is articulated into an efficient, loca-

tional pattern of residential, shopping, governmental, and industrial

areas properly interrelated, and served by an efficiently laid-out system

of transportation, communication, and other utility systems with well-

spaced park and recreation areas and other common facilities.

We want to find the means of best serving these metropolitan regions

with a reshaped governmental structure which can leave as much local

determination as possible to smaller communities within the region,

and yet provide on a regional basis those services which can be most

effectively and efficiently provided in that way.

We must solve the disorganized and conflicting problems of govern-

mental finance and taxation in metropolitan regions in order to place

them on a sound fiscal basis and to remove tax variations which distort

otherwise reasonable patterns of development.

We must awaken among the people of these regions an awareness

that central cities and suburbs are interdependent and cannot survive

in the present governmental and physical chaos. We need some re-

gional agencies to analyze, invent, and suggest acceptable solutions

to these problems.

We must have bold regional planning to guide the regeneration of

these amorphous urban areas as efficient, functionally sound, and

organic physical structures.

We must develop the means to assure the ability of these regions to

adapt to growth and changing needs without the accumulation of

obsolescence and maladjustment which have produced our present

urban ill health.

Solution of these metropolitan problems is not a Federal task. They

must be tackled within each region, with State encouragement and

assistance. However, we should make sure that any Federal aids to

programs of urban renewal or to urban highway improvement, or to
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other physical development projects in urban areas be conditioned

upon a continuing effort within the regions to accomplish these broad

purposes. Without this assurance Federal funds may well be inef-

ficiently expended.

States should give aid and encouragement (as some States do) to

programs of regional integration and development through revision

of permissive legislation, where necessary, and through technical as-

sistance for regional planning. States might establish special com-

missions to discover, analyze, and report on measures for accomplishing

needed regional integration and development.1 Federal assistance

might be granted the States on a matching basis for these purposes.

Urban Community Renewal Programs

In cities and other jurisdictions within metropolitan areas and in

cities and towns outside such areas we must undertake broad-scale

urban renewal programs aimed at rearrangement, conservation, and

rebuilding of the communities, and restoring their vitality.

These programs should take place within the framework of metro-

politan plans and programs as set forth above, where they fall within

such areas.

We want to accomplish a positive objective, in our cities, of building

and renewal to achieve a physical structure which can most appro-

priately and efficiently serve the people, institutions, and businesses

which make up the cities. This involves control of the quality of new

development and a readjustment of land use patterns so that houses,

schools, shops, and factories are well located in relation to each other

and are not crowded for space; so that overcrowding of land or struc-

tures is eliminated and so that we can expect to minimize the effects

of disasters or aerial attacks in possible war times.

We want to be sure that all parts of these areas are well and effi-

ciently served by systems of facilities for transportation, communica-

tion, water supply, sanitation, power, education, recreation, and

welfare.

We want to conserve and protect central city districts and build

them constructively to accommodate those functions and activities

which are needed there, and to remove the overcrowding and congestion

caused by the presence of those businesses and activities which do not

need to be there.

We need to improve and protect manufacturing areas at appropriate

locations, providing them with means of easy access and with any

needed room for expansion.

1 For example, the California legislature established a Metropolitan Transit Commission

for the nine counties of the San Francisco Bay Area and has appropriated more than half

of the funds needed (the remainder put up by the counties) for a 2-year, comprehensive

plan for transportation In the Bay Area to cost three-quarters of a million dollars.
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We should strengthen outlying shopping centers in appropriate

locations with any necessary rearrangement of streets and buildings

and with adequate parking space.

We must improve the conditions of life in all urban residential areas

through rebuilding those parts which can no longer serve their inhabi-

tants usefully, through improvement, rehabilitation, and adequate

maintenance of structures with a remaining useful life, through pro-

tection of all homes from adverse influences, through rearrangement

of streets as necessary to reroute through traffic away from residences,

through opening up spaces for parks, recreation grounds, and schools,

through provision of needed common services and facilities and

through community organization to build morale and instill a re-

surgence of pride and confidence.

We must undertake good municipal housekeeping in all areas of our

cities, controlling nuisances, development and occupancy, maintain-

ing order and cleanliness and rendering adequate common services

as well as services to families and individuals suffering from problems

of health, dependency or maladjustment.

We must rehabilitate the financial soundness of municipal govern-

ments and make necessary readjustments in the incidence of taxation

which may distort desirable community development.

Remembering that the health and soundness of a community is re-

flected partly in its suitability to serve the life of its people, and partly

in its immanent power to replace worn-out cells, and to maintain and

adapt itself to changing requirements, we should strive to create those

circumstances and relationships within our cities so that they will have

this constructive vitality.

There is a growing determination among local governmental and

civic leaders that our cities shall be built better and then conserved, pro-

tected, and gradually rebuilt, to serve more effectively the needs of

modern urban life. In more specific terms, we should try to accom-

plish these things:

All new development added to our cities should be appropriate

according to comprehensive city plans, and should be so located that

it can be serviced economically with utilities, schools, and other public

facilities. The quality and design of this new development should

be guided by zoning ordinances and subdivision control to prevent

malformations in the urban body. We should not allow new addi-

tions which will be subject to premature obsolescence or deterioration.

All existing development which is not ready for land use change

or demolition should be conserved and protected to the degree appro-

priate and feasible. This applies to business and industrial areas

as well as to residential neighborhoods and individual structures.

No city can be rebuilt over night. The pace of rebuilding must
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be geared to the requirements of the people and business firms which

make up the city, to the resources available, and to the constructive

vitality of the community which is its regenerative power. Some

cities can change and build rapidly; others at a much slower rate.

With all its shortcomings and its accumulated debt, the bulk of the

city's physical plant is a capital resource which is inherited and

which is necessary to economic survival. We must find the right

balance between conservation of that capital resource, and its reshap-

ing and replacement.

At what quality should we aim in the maintenance and rehabili-

tation of the existing areas of the city? Let us not be dreamy-eyed

about it. We must accept a wide range of quality. We should put

a floor under the minimum standards we will accept in any neigh-

borhood. But above that minimum standard we should expect that

some neighborhoods will maintain high quality and a high economic

ability of occupants as Beacon Hill has in Boston. From time to

time other areas will rise or decline in prestige, desirability, and

attractiveness to economically strong occupants.

We should not try to pattern all urban residential areas on the

stereotype of the neat, middle-class residential suburb, geared to the

values and status-aspirations of its inhabitants and centered about

children. There are all kinds of people in cities, who live according

to different standards and want different things. There are tradi-

tional urban ways of life, and others with roots in small towns and

rural areas.

To the extent that the "filtering down" process works in providing

housing for lower-income people, some residential neighborhoods will

have to decline in quality of maintenance, in modernity, in status.

"Filtering down" implies both neighborhood change and population

movement by individual families and by income, racial, and religious

groups. The same process works in commercial areas.

This kind of normal and expected change should not be confused

with "blight." No program of neighborhood conservation can or

should prevent this kind of change. Then what are the purposes

of conservation and protection?

First, irreducibly and universally throughout the city we want to

maintain a standard of decency and order which will promote the

self-respect of people, adequately serve family life, and prevent

physical surroundings which are unsafe or unhealthful or destroy

community and citizen morale.

To this end we must require all buildings to be kept structurally safe

and safe from fire hazard, decently maintained, free of filth and ver-

min, supplied with adequate plumbing and heating facilities in good

working order, and (for residential structures) compliance with hous-
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ing codes covering minimum standards of dwelling facility and occu-

pancy. All structures, moreover, must be so related to each other

that a decent standard of light and air is possible and they do not

constitute a fire hazard. All structures which cannot conform to

these minimum requirements should be demolished.

Moreover, the rendering of municipal and quasi-public services to

all areas must be of sufficient quality and extent: street cleaning and

waste removal, street lighting, air pollution control, policing, health,

educational, recreational, and family counseling.

Beyond this we must systematically introduce parks, playgrounds,

and other community facilities into all areas and to the extent possible

separate through traffic from residential streets.

Going one step beyond the base minimum we should give attention

to the appalling ugliness and drabness in many urban neighborhoods,

to lift the human spirit and bolster civic pride. Street trees and com-

munity flower-planting programs can help some areas in the absence

of more fundamental improvement.

As a second objective we want to remove adverse land uses which are

nuisances because of smoke, dirt, noise, vibration, or excessive traffic

generation from residential areas.

Beyond this minimum, we want to create throughout our city urban

renewal districts, in each of which we prepare, with the participation

of local people, plans, and programs for progressive improvement to

the extent each area can now support that improvement, or has a

prospect of doing so. Renewal areas may be so located that they can

achieve or remain at a high level of quality by this economic strength,

through modernizations, rehabilitation, new construction, and high-

level maintenance.

Other renewal areas may be so located that extensive capital invest-

ment for rehabilitation or new construction is unwarranted except

with public subsidy. These areas may be destined to retain relatively

low-income residents or businesses, or to change to lower-income status.

In all these areas, however, the replanning and renewal process

should provide the neighborhood safety and amenity which can be

achieved through opening of park and playground areas, street rear-

rangement and provision of community facilities. On all of them,

rezoning and any other feasible controls of land use should be

employed.

Some parts of cities cannot continue to serve adequately without

rebuilding. This is true particularly where a preponderance of struc-

tures cannot be maintained at minimum standards, or where street or

lot patterns are unsatisfactory, or where a land use change is required.

Often complete rebuilding is the only sound answer in relation to new

projects of public improvement.
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The areas of a city, from those in good condition and needing only

protection to those in need of rebuilding, will usually contain mixed

conditions, requiring a mixture of treatments. Very seldom will they

be clearly separable as areas for "protection," "conservation," "re-

habilitation" or "redevelopment."

The requirements of light, air, and safety and now of urban defense

will require special attention to the problems of density and the open-

ing up of open space which can serve as a firebreak at suitable inter-

vals in the city. The particular density which is most appropriate in

each area must be locally determined by good planning (and not by

economic compulsion to justify a high land cost). It may vary ac-

cording to location, transportation facilities, composition of the pop-

ulation, building type, requirements for open space, and local custom.

These objectives have been stated in general terms, befitting a na-

tional program. No mention has been made of many kinds of policy

decisions that should be made in local communities: urban dispersal

or concentration; homogeneity or heterogeneity of neighborhoods;

building types, and many others.

The objectives are positive. They are for creation of a suitable en-

vironment for urban life, not merely for the elimination of structures

or slums.

The objectives must be dynamic. They are to undertake and carry

on in each renewal area a continuing program of renewal. Too much

of our redevelopment thinking and planning has been in terms of a

static accomplishment as if a neighborhood could be created and be

forever suitable.

The objectives must be comprehensive. Cities and neighborhoods

must be treated as wholes, with attention to all their aspects. Thus,

the best modern physicians treat a whole manâ��his physical condition,

his emotional condition, and his social environment.

In the same way the purposes of urban renewal will not be served

by complete reliance on the removal or building of physical structures.

A whole program must give attention to neighborhood organization

and morale, to economic problems, to social problems and their treat-

ment.

Because the focus of this Subcommittee is on the subject of urban

development and renewal, I have given major attention in some detail

to this field. But we have said that the objectives of urban renewal

and those of housing in general are closely related and interdependent.

An urban renewal program must depend upon a good housing pro-

gram for a major part of its activity and accomplishment. Urban

renewal requires the facing of housing problems of those displaced in

the process; often they need special assistance because they cannot

participate in the free housing market.
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Following, therefore, is a brief statement in less detail on the prob-

lems and objectives of a total housing program.

The Problem of Housing

To achieve the objective of a decent home for every American fam-

ily, the private housing industry and Government must be teamed

together as necessary. We must mobilize every resource of our econ-

omy : removing roadblocks to production, conserving our present in-

ventory of dwellings, and removing from use those structures which

are inadequate. Federal, State and local governments will have their

part to play.

We should try to achieve housing production nationally, within

each urban area, and within each section of the local housing market,

sufficient to eliminate shortages, provide for new families and migrants,

and replace dwellings eliminated through closing, demolition, con-

version or rehabilitation of existing structures.

We should seek continual improvement in the quality of housing

produced in each price class, and be sure that it is located in appro-

priately placed and well-designed neighborhoods.

Whenever possible without sacrifice of our standards of space or

quality, we should try to reduce the capital and annual cost of housing

to consumers in order to decrease the proportion of the population in

need of special governmental housing assistance.

We should take whatever measures are necessary through local

government to prevent the overcrowding of dwellings, to assure their

appropriate maintenance and to eliminate the exploitation of low-

income tenants by building owners who hasten the creation of slums

for excessive profit.

We should plan carefully and take bold measures to conserve that

part of the housing supply which is of acceptable quality and properly

located, through encouraging and requiring adequate maintenance

through replacement of structural elements or equipment which de-

teriorate or become obsolete, and through measures to strengthen en-

vironmental influences on residential areas.

We should eliminate from the standing stock of housing those struc-

tures and dwelling units which should not be conserved or improved

because of poor design, land overcrowding, improper location in rela-

tion to other structures, and because of deterioration or obsolescence.

We should recognize that although the total supply of dwellings

may be adequate to serve the total number of families with a com-

fortable margin of vacancy, there may be maladjustments between

supply and need in various categories of dwelling type, size, location,

price class, kind of tenure, and availability to various population

groups. This means that the theoretical real estate market works very
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imperfectly and with varying degrees of success at different times in

the fluctuation of the economy. It means we should not be fooled by

gross statistics purporting to equate dwelling supply and families.

Often houses are produced only for sale when the greatest need is

for rent; or with two bedrooms when the need (but not, perhaps, the

effective demand) is for three. In most cities housing availability is

severely restricted for racial, religious, or national minorities. In

nearly every city, even in times of general prosperity, there is a large

number of families and individuals unable to pay enough rent to

command housing of acceptable quality, provide maintenance and

debt service, pay taxes, and return a modest profit to the owner.

Market maladjustments are expressed in many ways, but they

often result in hardship and in failure to meet the housing goal. The

most serious situations, requiring governmental action, are usually

those related to low family income or minority group discrimination.

We should be prepared to continue Federal assistance to local gov-

ernmental agencies which undertake to provide and operate housing

for those groups of the population who are unable to secure housing

of acceptable quality in the general housing market at a price they

can afford to pay. The number of such families is decreased in time

of prosperity, but may be augmented at any time by migration, unem-

ployment or by public programs requiring the rehabilitation or demo-

lition of housing. We should not avoid the issue by suggesting a

form of pseudo-homeownership for families without the economic

stability to sustain it.

In any such programs of publicly provided housing, we should try

to attain these specific objectives:

1. Integration of the public dwellings into their neighborhoods, to

avoid institutionalization and exaggerated segregation of low-income

families.

2. Distribution of the low-income dwellings as widely as feasible in

the urban area.

3. Avoidance of large-scale "projects."

4. Design and arrangement to permit sale or lease of individual

houses, house groups, or multi-family structures separately when liqui-

dation becomes desirable.

5. A form of tenure not requiring tenants who achieve incomes over

a stated level to vacate their homes; flexibility of possible tenure

arrangements.

6. Payments in lieu of taxes to local governments at least equal

in amount to taxes generally paid through rent by similar income

groups.
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7. Assumption by municipalities of their responsibilities for pro-

vision and maintenance of community facilities and services, rather

than including such facilities in housing costs.

8. A flexible program permitting construction, acquisition or lease

of housing for low-income families by local housing agencies, accord-

ing to the requirements of specific situations.
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Exhibit 2

Exhibit 2 of the Report of the Subcommittee on Urban Redevelop-

ment, Rehabilitation and Conservation, is the report, "Slum Pre-

vention Through Conservation and Rehabilitation," by Jack M.

Siegel and C. William Brooks. Because of its length, this report has

been separately bound.
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Exhibit 3

CENSUS OF 1950 STATISTICS ON HOUSING AND INCOME OF UNITED

STATES NONFARM AND STANDARD METROPOLITAN AREA

FAMILIES

Relationship of These Data to Other Census Statistics

The data presented in the attached tables have been developed from

preliminary unpublished tabulations of nonfarm housing character-

istics known as the HB series. Because these are what are known as

analytical tabulations involving the cross tabulation of two or more

items, only those schedules which could be used for all items of in-

formation to be cross tabulated were reported. As a result some

schedules which were used by the Census Bureau in making its straight

counts of characteristics had to be rejected when it made these cross

tabulations. For example, a schedule which reported condition of

structure but which failed to show value was used in producing the

tabulations on the total number of dilapidated units included in the

37,105,000 occupied dwellings shown in the Census HA Bulletin and

summarized in the table prepared for the Subcommittee on Housing

for Low Income Families on October 23,1953. On the other hand the

lack of value data made it necessary for the Census to exclude it from

the HB series tabulation with the result that the attached tables re-

lating to all nonfarm areas in the main deal with only 35,933,000

occupied dwelling units. A comparison of the totals contained in the

two types of Census tabulations is shown in exhibit A. While the

HB universe is fractionally smaller than the HA universe, for analyti-

cal purposes the differences are not significant.

One particular caution should be borne in mind with respect to

table V of the attached tables. For fairly obvious reasons the Census

has produced a cross-tabulation of value-income ratios and incomes

for only single-family detached, attached, and semidetached dwell-

ings without business in the structures located on one-dwelling-unit

properties. As will be seen in exhibit A, the total number of dwell-

ings in the category is 15,298,000 out of a total of 19,014,000 owner

occupied units for which analytical data on other characteristics are

available in the HB series. Similar disparities exist, of course, in the

tables relating to standard metropolitan areas.
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APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

to $3,999 were reported. More than two-fifths who own their houses

and who were reported to have incomes of less than $2,000 are living

in substandard housing. The proportion in substandard housing de-

creases to about one-fifth for families with reported incomes of $2,000

to $3,999 and to a little more than one-tenth for owner-occupied fam-

ilies in the 1949 reported income bracket of $4,000 to $5,999.

Occupancy of dilapidated or deficient units by lower income families

is shown to be more accentuated in renter-occupied units if table IV

is compared with table III. According to table IV more than half

of all renter-occupied substandard units are occupied by families with

reported incomes under $2,000.

With respect to the value of the owner-occupied home as a ratio to

income, it is clear from table V that the lower the reported 1949

income, the higher the proportion of owner-occupied units which had

values equal to 3.0 or more times the 1949 income of the occupant

family. Conversely, the lower the reported 1949 income level of

owner-occupant families, the greater the proportion of them who had

reported incomes equal to one-third or less of the estimated value of

their homes. For the group with incomes under $2,000, 1.7 million

units of out of 2.7 million units for which value-income information

was available were occupied by families with reported incomes which

were one-third the estimated value of their homes or less.

A rule-of-thumb which has frequently been used as an indicator of

ability to pay rent is 25 percent of income for gross rent. Whatever

the worth of the rule-of-thumb, table XI shows that over 2,000,000

families with reported incomes under $2,000 and about 500,000 fam-

ilies with incomes of $2,000 to $3,999 were spending 30 percent or more

of their reported incomes for rental housing. In general, the lower

the income bracket, the higher the proportion of families with gross

rentals of 30 percent or more of their income.

A separate summation of the tabulations of the tables for "Total

Units Inside Standard Metropolitan Areas" does not seem necessary

since the findings would be little different from those noted above in

the discussion of the tables for "United States Total Nonfarm Units."

Definitions

1. Nonf arm: Comprises the total of all urban and rural nonf arm

dwellings.

2. Urban: All dwelling units located in: (a) Places of 2,500 inhabi-

tants or more incorporated as cities, boroughs and villages; (b) in-

corporated towns of 2,500 inhabitants except in New England, New

York, and Wisconsin; (c) the densely settled urban fringe, including

both incorporated and unincorporated areas, around cities of 50,000
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'to $3,999 were reported. More than two-fifths who own their houses 
and who were reported to have incomes of less than ·$2,000 are living 
in substandard housing. The proportion in substandard housing de
creases to about one-fifth for families with reported incomes of $2,000 
to $3,999 and to a little more than one-tenth for owner-occupied fam
ilies in the 1949 reported income bracket of $4,000 to $5,999. 

Occupancy of dilapidated or deficient units by lower income families 
is shown to be more accentuated in renter-occupied units if table IV 
:is compared with table III. According to table IV more than half 
of all renter-occupied substandard units are occupied by families with 
reported incomes under $2,000. 

With respect to the value of the owner-occupied home as a ratio to 
income, it is clear from table V that the lower the reported 1949 
income, the higher the proportion of owner-occupied units which had 
values equal to 3.0 or more times the 1949 income of the occupant 
family. Conversely, the lower the reported 1949 income level of 
owner-occupant families, the greater the proportion of them who had 
reported incomes equal to one-third or less of the estimated value of 
their homes. For the group with incomes under $2,000, 1.7 million 
Ilnits of out of 2.7 million units for which value-income information 
was available were occupied by families with reported incomes which 
were one-third the estimated value of their homes or less. 

A rule-of-thumb which has frequently been used as an indicator of 
ability to pay rent is 25 percent of income for gross rent. Whatever 
the worth of the rule-of-thumb, table XI shows that over 2,000,000 
families with reported incomes under $2,000 and about 500,000 fam .. 
ilies with incomes of $2,000 to $3,999 were spending 30 percent or more 
of their reported incomes for rental housing. In general, the lower 
the income bracket, the higher the proportion of families with gross 
rentals of 30 percent or more of their income. 

A separate summation of the tabulations of the tables for "Total 
Units Inside Standard Metropolitan Areas" does not seem necessary 
since the findings would be little different from those noted above in 
the discussion of the tables for "United States Total Nonfarm Units." 

Definitions 

1. Nonfarm: Comprises the total of all urban and rural nonfarm 
dwellings. 

2. Urban: All dwelling units located in: (a) Places of 2,500 inhabi
tants or more incorporated as cities, borouglls and villages; (b) in .. 
corporated towns of 2,500 inhabitants except in New England, New 
York, and Wisconsin; (c) the densely settled urban fringe, including 
both incorporated and unincorporated areas, around cities of 60,000 
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or more, and (d) unincorporated places of 2,500 or more outside any

urban fringe.

3. Rural Nonfarm: Kepresents all dwelling units outside urban

areas which are not located on farms.

4. Standard Metropolitan Area: (a) Outside New England, a

county or group of contiguous counties which contains at least one

city of 50,000 inhabitants or more; (b) in New England, places with

a population density of 150 persons or more per square mile, or 100

persons or more per square mile, where strong integration is evident.

5. Dwelling Unit: A dwelling unit is a group of rooms or a single

room occupied or intended for occupancy as separate living quarters

by a family or other group of persons living together or by a person

living alone.

6. Occupied Dwelling Unit: A dwelling unit is occupied if a person

or group of persons was living in it at the time of enumeration or if

the occupants are only temporarily absent. However, a dwelling unit

occupied at the time of enumeration by nonresidents is not classified

as occupied, but as a "nonresident" dwelling unit.

7. Owner-Occupied Unit: A dwelling unit is owner-occupied, if the

owner was one of the persons living in the unit or if the owner was

temporarily away from home, even if the dwelling unit was not fully

paid for or had a mortgage on it.

8. Owner-Occupied Units in One-Dwelling Unit Structures: This

category, which is the only one for which cross-tabulation of value-

income ratios and income are available excludes family owner-occu-

pied which are: (a) In boats or tents; (b) in trailers; (c) in struc-

tures containing business; (d) on lots containing other dwelling

structures.

9. Renter-Occupied Unit: All occupied dwelling units that are not

owner-occupied were classified as renter-occupied whether or not any

money rent was paid for the living quarters.

10. Dilapidated: A dwelling unit was reported as dilapidated when

it had serious deficiencies, was run down or neglected, or was of in-

adequate original construction, so that it did not provide adequate

shelter or protection against the elements or endangered the safety of

the occupants.

11. Deficient in Plumbing Facilities: Units are so described when

they have no private bath or toilets or running hot water, or have no

running water or facilities inside the structure.

12. Contract Monthly Rent: This is the regular monthly rent con-

tracted for by the tenant. The landlord may or may not provide

furniture, heating, fuel, water or other services over and above the

provision of shelter for the rental payment.
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or more, and (d) unincorporated places of 2,500 or more outside any 
urban fringe. 

3. Rural Nonfarm: Represents all dwelling units outside urban 
areas which are not located on farms. 

4. Standard Metropolitan Area: (a) Outside New England, a 
county or group of contiguous counties which cOlltains at least one 
city of 50,000 inhabItants or more; (b) in New England, places with 
a population density of 150 persons or more per square mile, or 100 
persons or more per square mile, where strong integration is evident. 

5. Dwelling Unit: A dwelling unit is a group of rooms or a single 
room occupied or intended for occupancy as separate living quarters 
by a family or other group of persons living together or by a person 
living alone. 

6. Occupied Dwelling Unit: A dwelling unit is occupied if a person 
or group of persons was living in it at the time of enumeration or if 
the occupants are only temporarily absent. However, a dwelling unit 
occupied at the time of enumeration by nonresidents is not classified 
as occupied, but as a "nonresident" dwelling unit. 

7. Owner-Occupied Unit: A dwelling unit is owner-occupied, if the 
owner was one of the pe,rsons living in the unit or if the owner was 
temporarily away from home, even if the dwelling unit was not fully 
paid for or had a mortgage on it. 

S. Owner-Occupied Units in One-Dwelling Unit Structures: This 
category, which is the only one for which cross-tabulation of value
income ratios and income are available excludes family owner-occu
pied which are: (a) In boats or tents; (b) in trailers; (c) in struc
tures containing business; (d) on lots containing other dwelling 
structures. 

9. Renter-Occupied Unit: All occupied dwelling units that are not 
owner-occupied were classified as renter-occupied whether or not any 
money rQnt was paid for the living quarters. 

10. Dilapidated: A dwelling unit was reported as dilapidated when 
it had serious deficiencies, was run down or neglected, or was of in
adequate original construction, so that it did not provide adequate 
shelter or protection against the elements or endangered the safety of 
the occupants. 

11. Deficient in Plumbing Facilities: Units are so described when 
they have no private bath or toilets or running hot water, or have no 
running water or facilities inside the structure. 

12. Contract Monthly Rent: This is the regular monthly rent con
tracted for by the tenant. The landlord mayor may not provide 
furniture, heating, fuel, water or other services over and above the 
provision of shelter for the rental payment. 
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APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

IV.â��United States Total Non-Farm Units

Renter-occupied units by condition and plumbing facilities by income in 1949

[In thousands]

Income in 1949

Under $1,999...

$2,000 to $3,999..

$4,000 to $5,999..

$6,000 to $9,999..

$10,000 and more

Not reported

Total

Total

units

5,267

6,594

2,826

1,080

279

S73

16, 919

Number

reporting

condition

5,079

6,420

2,762

1,055

269

804

16,389

Not di-

lapidated

or defi-

cient in

plumbing

2,130

4,311

2,308

956

255

530

10, 496

Total

units

2,949

2,109

454

99

14

268

Not di-

lapidated

but defi-

cient in

plumbing

1,840

1,582

354

74

10

179

4,039

Dilap-

idated

1,109

527

100

25

4

1,854

Condi-

tion or

facilities

not re-

ported

188

174

64

25

10

530

Value-income ratio

Total

Less

than

$2,000

$2,000

to $3,999

$4,000

to $5,999

$6,000

to $9,999

$10,000

Condition

not re-

ported

1,708

4,212

3,066

3,394

2,918

274

648

1,539

1,489

1,254

441

1,417

915

352

101

345

875

302

83

51

or more

1.0 to 1.9

381

2.0 to 2.9

359

1,706

Total dwelling units in

1-dwelling unit struc-

1,003

243

700

820

15,298

3,723

5,173

3,226

1,656

700

820

N"ote.â��Inasmuch as tbe total figure in column 1 includes 421 thousand units for which condition and

facilities were not reported, the difference between column 1 and column 2 does not represent tbe number

of units which were not deficient.

V.â��United States Total Nonfarm Units

Otoner-occupied units oy income in 1949 and value-income ratio for owner-

occupied units in 1-dwelling unit structures

[In thousands]

Note.â��See definition No. 8 for explanation of the class of dwelling units included in this category.

VI.â��United States Total Nonfarm Units

Renter-occupied units oy income in 1949 and gross rent as a percentage of income

[In thousands]

Gross rent as percent of income

Total

Less

than

$2,000

$2,000

to $3,999

$4,000

to $5,999

$6,000

to $9,999

$10,000

or more

Income

not re-

ported

1,892

5,836

2,788

2.659

3,744

128

609

657

1,675

255

34

206

499

456

10 percent to 19 percent

543

3,161

20 percent to 29 percent

787

1,707

39

6

2,126

493

Total dwelling units in

1-dwelllng unit struc-

1,684

623

80

278

873

16, 919

5,268

6,593

2,827

1,080

278

873
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IV.-URITmD STATIIS TOTAL NON-FARM UNITS 

Renter-occupied units by condition and plumbing facilities by income in 1949 

[In thousands) 

Not di- Not dl- Oond1· 
Total Number lapidated Total lapldated Dllap- tlon or 

Income In 19f9 reporting or deft- but defi- facUlties units condition clent in units cient In idated notN' 
plumbing plumbing ported 

-
Under $1,999 ___________________ 1),267 6,079 2,130 2, 949 1,840 1,109 188 $2,000 to $3,999 _________________ 6,594 6,420 4,311 2,109 1,582 527 174 $4,000 to $5,999 _________________ 2,826 2,762 2,308 454 3M 100 64 
$6,000 to $9,999 _________________ 1,080 1,055 956 99 74 25 25 
$10,000 and more _______________ 279 269 255 14 10 4 10 
Not reported ___________________ 873 804 536 268 179 89 69 

Total ____________________ 
16,919 16,389 10,496 5,893 4,039 1,854 530 

NOTE.-lnasmuch as the total figure In column 1 Includes 421 thousand units for which condition and 
fa.cilities were not reported, the di1Ierence between column 1 and column 2 does not represent the number 
of units which were not deficient. 

V.-UNITED STATES TOTAL NONFARM UNITS 

Owner-occupied unita by inco'lne in 1949 and, 'Value-income ratio for owner
occupied units in l-dwelling unit 8tructures 

[In thousands] 

Less $2,000 $4,000 $6,000 $10,000 Condition 
Value-Income ratio Total than not re-

$2,000 to $3,999 to $5,999 to $9,999 or more ported 

Less than 1.0 ___________________ 1,708 274 648 441 345 ---------- ----------1.0 to 1.9 _______________________ 4,212 381 1,539 1,417 875 ---------- ----------2.0 to 2.9 _______________________ 3,066 359 1,489 915 302 ---------- ----------3.0 or more _______________ . - - ___ 3,394 1, 706 1,254 352 83 ---------- ----------Not available ____________ - ___ -_ 2,918 1,003 243 101 51 700 ~ 

Total dwelling units in 
I-dwelling unit strnc-

700
1 

tures ___________________ 15,298 3, 723 5,173 3,226 1,656 820 

NOTE.-See definition No.8 for explanation of the class of dwelling units Included in this category. 

VI.-UNITED STATES TOTAL NONFARM UNITS 

Renter-occupied unita by income in 19~9 and gross rent as a percentage 01 income 

[In thousands] 

Less $2,000 $4,000 $6,000 $10,000 Income 
Gross rent as percent of income Total than not re-

$2,000 to $3,999 to $5,999 to $9,999 or more ported 

Less than 10 percent. __________ 1,892 128 609 657 499 ---------- ----------10 percent to 19 percent- - ______ 5,836 543 3,161 1,675 456 ---------- ----------20 percent to 29 percent ____ - ___ 2, 788 787 1,707 255 39 ---------- --------- -30 percent or more ______________ 2,659 2,126 493 34 6 .. ------- - ---._-----Not avallable ________ - -- - ______ 3, 744 1,684 623 206 80 278 873 

Total dwelling tmlts In 
I-dwelUng unit struc-
blres _____ - - _ -_ - - - ______ 16,919 5,268 6, 593 2,827 1,080 278 873 
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I.â��Total Units Inside Standard Metropolitan Areas

Occupied units by tenure, condition, and plumbing facilities

[In thousands]

Not di-

lapidated

or defi-

cient in

plumbing

Dilapidated or deficient in

plumbing facilities

Tenure

Total

units

Number

reporting

condition

Not di-

lapidated

but defi-

cient in

plumbing

Condi-

tion not

reported

Total

Dilap-

idated

units

11,683

11,685

11,452

11,240

9,860

8,104

1,592

3,136

1,250

2,168

342

231

968

345

Total

23,268

22,692

17,964

4,728

3,418

1,310

576

II A.â��Total Units Inside Standard Metropolitan Areas

Renter-occupied units by condition and plumbing facilities and contract monthly

rent

[In thousands]

Contract monthly rent

Total

units

Number

reporting

condition

Not di-

lapidated

or defi-

cient in

plumbing

Dilapidated or deficient in

plumbing facilities

Total

units

Not di-

lapidated

but defi-

cient in

plumbing

Dilap-

idated

Condi-

tion not

reported

Less than $10

$10 to $19

$20 to $29

$30 to $39

$40 to $49

$60 to $59

$60 to $74

$76 to $99

$100 or more

Rent-free or not reported

180

1,119

2,013

2,316

2,006

1,255

987

616

325

768

174

1,086

1,965

2,268

1,965

1,230

968

C04

317

663

13

232

1,126

1,778

1,662

1,098

882

580

308

420

161

854

839

490

HI 13

132

86

24

9

237

70

556

593

358

235

105

68

18

s

159

216

132

6

Zi

48

48

41

25

19

12

8

105

3,135

Total

11,585

11,240

2,168

967

345
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I.-TOTAL UNITS INSIDE STANDARD METROPOLITAN AREAs 

Occupied, unit' b1l tenure, condition, and pZumbinllfacilitieB 

[In thousands] 

nllapfdated or deftclent In 

Not dl-
plumbing facUlties 

Total Number lapldated 
Tenure units reporting or deft- Not dl-

condition clent in Total lapldated Dllap-
plumbing unIts but deft- ldated 

cient in 
plumbing 

Owner-oocupie<L _______________ 11,683 11,~2 9,860 1,592 1,250 342 
Renter-occupled ______ - __ - - - -- -- 11,685 11,240 8,104 3,136 2,168 968 

Total __________________ --- 23,268 22,692 17,964 4, 728 3,418 1,310 

II A.-TOTAL UNITS INSIDE STANDARD METROPOLITAN AREAS 

Condl-
tlon not 
reported 

231 
345 

576 

Renter-occupied unitB by condition and plumbing facilitieB and contract monthly 
rent 

[In thousands] 

Dilapidated or deftcient In 

Not di-
plum bing facilities 

Total Number lapldated Condi-
Contract monthly rent units reporting or deft- Not di- tion not 

condition cient in Total lapidated Dilap- reported 
plumbing but deft-units clent In Idated 

plumbing 

Less than $10- __________________ 180 174 13 161 70 91 6 
$10 to $19 _______________________ 1,119 1,086 232 854 556 298 33 
$20 to $29 ____ - - - - - - - - - - - - - - - - - -- 2,0l3 1,965 1,126 839 593 246 48 
$30 to $39-______________________ 2,316 2,268 1,778 490 358 132 48 $40 to $49-______________________ 2,006 1,965 1,662 303 235 68 41 
$60 to $59----------------------- 1,255 1,230 1,098 132 105 27 2.~ $60 to $74 _______________________ 987 968 882 86 68 18 19 $76 to $99 _______________________ 616 604 580 24 18 6 12 
~100 or more ____________________ 325 317 308 9 6 3 8 
Rent-tree or not reported _______ 768 663 426 237 159 78 105 

Total __________________ -__ 11,585 11,240 8,105 3,135 2,168 967 345 
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II B.â��Total Units Inside Standard Metropolitan Areas

Renter-occupied units by condition and plumbing facilities and gross monthly

rent

[In thousands]

Not di-

lapidated

or defi-

cient in

plumbing

Dilapidated or deficient ln

plumbing facilities

Gross monthly rent

Total

units

Number

reporting

condition

Not di-

lapidated

but defi-

cient in

plumbing

Condi-

tion not

reported

Total

units

Dilap-

idated

60

58

6

52

416

833

785

453

181

88

26

12

291

22

30

171

247

210

124

2

$10 to $19

497

481

65

245

16

$20 to $29

1,294

1,259

426

586

35

$30 to $39

2,153

2,106

1,321

575

47

$40 to $49 .

2,377

2,331

1,878

329

46

$50 to $59

1,744

1,712

1,531

130

a

32

$60 to $74 . . -

1,347

1,323

1,235

62

26

9

24

$75 to $99

765

752

726

17

13

379

371

359

7

5

8

Bent-free or not reported

969

848

557

196

95

121

Total

11,585

11,241

8,104

3,137

2,169

968

344

III.â��Total Units Inside Standard Metropolitan Areas

Owner-occupied units by condition and plumbing facilities, by income in 1949

[In thousands]

Not di-

lapidated

or defi-

cient in

plumbing

Not di-

lapidated

but defi-

cient in

plumbing

Condi-

tion or

faculties

not re-

ported

Income in 1949

Total

units

Number

reporting

condition

Total

units

Dilap-

idated

Under $1,999

2,132

3,892

2,832

1,562

637

628

2,078

3,823

2,790

1,541

626

595

1,480

3,176

2,578

1,480

617

526

598

647

212

442

530

175

156

117

37

13

3

17

54

$2,000 to $3,999 -

69

$!,000 to $5,999

42

$6,000 to $9,999

61

9

48

6

21

$10,000 and more

11

69

52

33

Total

11,683

11,453

9,857

1,596

1,253

343

230

IV. Total Units Inside Standard Metropolitan Areas

Renter-occupied units by condition and plumbing facilities, by income in 1949

[In thousands]

Income in 1949

Under $2,000...

$2,000 to $3,999.

$4,000 to $5,999

$6,000 to $9,999.

$10,000 or more

Not reported...

Total....

Total

units

3,000

4,611

2,174

889

230

609

11,585

Number

reporting

condition

Not di-

lapidated

or defi-

cient in

plumbing

2,963

4,495

2,126

868

228

560

11,240

1,596

3,252

1,820

798

220

417

8,103

Total

units

1, 367

1,243

306

70

8

143

3,137

Not di-

lapidated

but defi-

cient in

plumbing

871

911

234

51

5

97

2,169

Dilap-

idated

4%

332

72

19

3

46

968

Condi-

tion

not re-

ported

103

116

48

21

8

49

345
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II B.-ToTAL UNITS INSIDE STANDARD METROPOLITAN AREAS 

Renter-occupied, -unit8 by condition and plumbing facilitie8 and gros8 monthly 
rent 

[In thousands] 

DilapIdated or deftcient in 

Not dl-
plumbing facilities 

Total Number lapidated Condi-
Gross monthly rent units reporting or deft- Not dl- tlon not 

condition ctent in Total Japidated DUal)- reported 
plumbing units but deft- idated cient in 

plumbing 

Less t.han $10 ___________________ 60 58 6 62 22 30 2 $10 to $HL ______________________ 497 481 66 416 245 171 16 
$20 to $29 _______________________ 1,294 1,269 426 833 586 247 35 $30 to $39- ______________________ 2, 153 2, 106 1,321 7&5 575 210 47 
$40 to $49 ___ ~ ___________________ 2,377 2,331 1,878 453 329 124 46 
$50 to $,1)9 _______________________ 1,744 1,712 1,531 181 130 61 32 $60 to $74 _______________________ 1,347 1,323 1,235 88 62 26 24 $75 to $99 _______________________ 765 752 726 26 17 9 13 $100 or more ____________________ 379 371 359 12 7 6 8 
Rent-free or not reported -______ 969 848 557 291 196 9lS 121 

Total ____________________ 
11,585 11,241 8,104 3,137 2,169 968 344 

III.-ToTAL UNITS INSIDE STANDARD METROPOLITAN AREAS 

Owner-occupied units by condition and, plumbing facilities, by income in 1949 

[In thousands) 

Not dl- Not di- Condl-
Total Number lapldated Total lapldated Dilap- tion or 

Income in 1949 reporting or deti- but deti- facilities units condition ('lent in units cient in Ida ted Dot re-
plumbing plumbing ported 

Under $1,999 ___________________ 2,132 2.078 1,480 598 442 156 54 
$2,000 to $3,999 _________________ 3,892 3,823 3,176 647 530 117 69 
$4,000 to $5,999 _________________ 2,832 2, 790 2,578 212 175 37 42 
$6,000 to $9,999 _________________ 1,562 1,541 1,480 61 48 13 21 
$10,000 and more _______________ 637 626 617 9 6 3 11 
Not reported ___________________ 628 595 526 69 52 17 33 

TotaL ___________________ 11,683 11,453 9,857 1,596 1,253 343 230 

IV. TOTAL UNITS INSIDE STANDARD ~IETROPOLITAN AREAS 

Renter-occupied units by condition and plumbing facilities, by income in 1949 

[In thousands) 

Not di- Not di- Condl-
'fotal Number lapidated Total lapidated Dilap- tlon Income in 1949 units reporting or deti- units but deft· ldated notre-condition cient in clent in ported plumbing plumbing 

-
Under $2,000- -_________________ 3,066 2,963 1,596 1,367 871 496 103 
$2,000 to $3,999 ________ - _____ - __ 4,611 4,495 3,252 1,243 911 332 116 
$4,000 to $5,999. ________________ 2,174 2,126 1.820 306 234 72 48 
$6,000 to $9,900 _________________ 889 868 798 70 61 19 21 
$10,000 or more _________________ 236 228 220 8 6 3 8 
Not reported ________ -- ----- ---- 609 560 417 143 97 46 49 

Total ____________________ 11,585 11,240 8,103 3,137 2,169 968 345 
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V.â��Total Units Inside Standard Metropolitan Areas

Owner-occupied units by income in 1949 and value-income ratio

[In thousands)

Value-income ratio

Total

Less

than

$2,000

$2,000

to $3,999

$4,000

to $5,999

$6,000

to $9,999

$10,000

or more

Income

not re-

ported

1.0 to 1.9

686

2,542

2,105

2,123

1,642

46

93

111

828

428

215

773

992

932

94

207

976

745

292

54

218

700

257

71

32

2.0 to 2.9

542

492

Total dwelling units in

1-dwelling unit struo-

9,098

1,506

3,006

2,274

1,278

542

' 492

Note.â��See definition No. 8 for explanation of the class of dwelling units included in this category.

VI.â��Total Units Inside Standard Metropolitan Areas

Renter-occupied units by income in 1949 and gross rent as percentage of income

[In thousands]

Oross rent as percent of income

Totel

Less

than

$2,000

$2,000

to $3,999

$4,000

to $5,999

$0,000

to $9,999

$10,000

or more

Income

Less than 10

1,235

4,249

2,011

1,860

2,231

40

330

464

1,340

213

31

127

401

393

not

reported

10 to 19 -

255

2,261

20 to 29

469

1,294

35

5

1,425

399

Total dwelling units in 1-

dwelllng unit struc-

877

326

55

237

11,586

3,066

4,610

2,175

889

237
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V.-TOTAL UNITS INSIDE STANDARD METROPOLITAN ABEAS 

Owner-occupied unit. bU inCOflt6 in 1949 and value-income ratio 

[In thousands) 

Less $2,000 $4,000 $6,000 $10,000 Value-income ratio Total than 
$2,000 to $3,999 to $5,999 to $9,999 or more 

L_ than 1.0 ___________________ 686 46 215 ~7 218 ----------1.0 to 1.9 _______________________ 2,542 93 773 976 700 ----------2.0 to 2.9 _______________________ 2,105 111 992 745 257 -----.----3.0 or more _____________________ 2,123 828 932 292 71 ----------Not available __________________ 1,642 428 94 54 32 542 

Total dwelling units in 
I-dwelling unit struc-tures ___________________ 9,098 1,506 3,006 2,274 1,278 042 

Income 
not reo-
ported 

------------- -------
--------------------

492 

492 

NOTE.-See definition No.8 for explanation of the class of dwelling units included in this category. 

VI.-TOTAL UNITS INSIDE STANDARD METROPOLITAN AREAs 

Renter-occupiea units by income in 1949 and gro8s rent as percentage of income 

[In thousands] 

Less $2,000 $4,000 $6,000 $10,000 Income 
Gross rent as percent of income Total than not 

$2,000 to $3,999 to $5,999 to $9,999 or more reported 

Less than 10 ____________________ 1,2.15 40 330 464 401 -------_ .. -----.... ----10 to 19 _________________________ 4,249 255 2,261 1,340 393 ---------- -- --------20 to 29 _________________________ 2,011 469 1,294 213 36 ---------- ------~---30 or more ______________________ 1,860 1,425 399 31 5 ---------- -------. Not avallable __________________ 2,231 877 326 127 55 237 

Total dwelling units in 1-
dwelling unit struc-tures ___________________ 

11, ~86 3,066 4,610 2,175 889 237 60D 

1'0 



j.'11fW"I t&bn lrooo .\u~l .. in If ci ...... p....,ta\.i •• of In ... \.ion. 
of tho <>o>untry ond of rommuniri .. of nryinl;' popuLotio .. o.~ 

SI..w.. LMmool_ «Iny dot.&ikd . nalysio .Dd documontation of tho 
Ioq Bcu ........ 1nDU,.; .... and """,lurio,," qool.d h.knr. 

Point.., boo.r in mit>J in .. udyi~1;' the 611'''''.~ What .. boi"ll ..,.i .. <1 
Iw_Jlpeotl 

Sow TOI""" 

BooIo~ IIl$4 JUdy of th Cjty I'Lonnl~ lioo.rd: "Repo<\ 011. lD· _.nd o..r.., t'jK Diotricu in tit. City of !k-.... ~ In tabl<> bee.!..! 
-C-,...,.ioon 0/ I"""",. .",1 Co ... f« II .. CI.y . nd Si.. Di.tricta," 
... II«U- "1'1'''' rOO" rwt ,..,.i~.l11i.1 ........ """ tho 0111 ... ...... 

• • ... 
•• 

l\ ... tlonl_l~J5 ""udy 0/ ~byor" lI<>u"n~ Commil .... : '"A" i!:<o
II<Imlo An.ly. of . Suo.tanoJ . nI A"", lJl lI.rtlvTd" A_ C [olutll 
...... ]. fOO" .ampl •. with -L'lll 1"''''''0\ 01 tho 'I\y I"'pulation and .p
[l'Wimo1ol, I pet""'" 01 tit. '''y It ... ~u"'" ~ . .H peT«tlt of \.h. city 
"'p"'dilu", to maintai" it. In tum, ..... C pMU .... ",,1,1.24 pol"-
.""'" of tho '""'I"iOO city i"""me. In oth« orord., . .... C ~ tb. city 
$16:5,-TO and produ",," SlM,213.7~ boing tbenlon only 22.4 _I 
II1f_ppol"ting. TI.;. """,n. th.t the bal."", 0/ fMl.4iS2.W m_ bo 
OIppJied or y;rt~a.I1J .. ,bOIdiz.d by tbe !"at of tho d iJ. impooilll{ a 
,....,.pit. buroeo of 1/l.:!S ", • • Il th900 Ii~;ng ""told. tlto __ ••• 
'" <&I"TJ' tho b.tnl"" 01 m.iot.&inin~ !hi . unh ... llhy ooctlon of tho dty. 

M~" ""'.H< 
Philadtllplti._ 11K111ttldy, Bu",,"u of Municip. 1 _reb: "Fin ... _ 

ci.ll,><tu,.. of on I mpw .. blo Arft." Facti! in !he .. udy...w. to .... 
_ 01 .. 0<1 fn. l'Od .... I<>p.,"". T I.o ...... f «on ..... of d ... i1O<1 "" .... 

• _- "- "",,,..," 0I00 .. ¥._, __ .. _. -.. ... ~ ... . 
..... ... p . 't .tt" --. """_" .......... "_, B ' • .--... P ... , _ ...... ,. " 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

loging of city and school district expenditures in the area and of all

revenues therefrom. The figures totaled: Revenues, $160,980.09; ex-

penditures, $271,394.

Newarkâ��1946 study, Housing Authority of the City of Newark:

"The Cost of Slums in Newark." Table 5 in the study gives compara-

tive figures for Lower Prospect area (slum) and Upper Prospect area

(superior residential neighborhood).

Lower Prospect

Upper Prospect

Total

Per capita

Total

Per capita

Revenue

$167,462

533,886

$40.41

128.82

$141,185

65,141

$201.69

Expenditure

93. OS

Baltimoreâ��1948 study, Citizens Planning and Housing Associa-

tion of Baltimore (exact title and date of study not in NAHO filesâ��

quotations come from secondary source: November 15, 1948, news-

letter of the United States Conference of Mayors). The blighted

district, 9y2 percent of our city's area, receives 40 percent of the city's

budget. * * * Property assessments in areas where blight exists

decreased almost $10 million from 1938 to 1945. * * * A comparison

of annual income and outgo of 5 sample slum areas covering 495 acres:

Total annual service costs by city, $2,212,485; total annual income to

city, $957,761; annual loss, $1,254,724. Estimated loss, $2,500 per

acre per year. Estimated loss to city from all blighted areas,

$14,300,000 per year.

Southeast

Jacksonville, Fla.â��1941 article in The American City magazine

by James T. Daniels, former manager of the Jacksonville Chamber

of Commerce. Slum areas do not pay their own way. In one slum

area, called Hansontown, the net cost of municipal services exceed the

net income from taxation by $40,000 per year. This is a net loss to

the taxpayers as a whole. The article notes that in all Jacksonville

slum areas, the annual per square mile cost of police and fire protec-

tion alone averaged $113,500 against tax collections of $58,300 for the

same area. Comparable figures for an average residential area are

quoted at $16,200 for police and fire protection and a tax return of

$131,200.

North Central

Columbus, Ohioâ��1948 study by John C. Alston, issued from the

office of Social Administration, State College, Wilberforce, Ohio:

"Cost of a Slum Area." Table IX of the study summarizes receipts

and net costs for the city as a whole and for the Goodale areaâ��a

slum areaâ��for 1940.

_i
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loging of city and school district expenditures in the area and of all 
revenues therefrom. The figures totaled: Revenues, $160,980.09; ex
penditures, $271,394. 

Newark-1946 study, Housing Authority of the City of Newark: 
"The Cost of Slums in Newark." Table 5 in the study gives compara
tive figures for Lower Prospect area (slum) and Upper Prospect area 
(superior residential neighborhood). 

Lower Prospect Upper Prospect 

Total Per capita Total Per capita 

Revenue ... __________ . _________________________________ 
$167,462 S40.41 $141,180 $201.69 ExpendIture ___________________________________________ 
633,886 128.82 65,141 93.05 

Baltimore-1948 study, Citizens Planning and Housing Associa
tion of Baltimore (exact title and date of study not in NAHO files-
quotations come from secondary source : November 15, 1948, news
letteI' of the United States Conference of Mayors). The blighted 
district, 9'% percent of our city's area, receives 40 percent of the city's 
budget. * * * Property assessments in areas where blight exists 
decreased almost $10 million from 1938 to 1945. • * * A comparison 
of annual income and outgo of 5 sample slum areas covering 495 acres : 
Total annual service costs by city, $2,212,485; total annual income to 
city, $957,761; annual loss, $1,254,724. Estimated loss, $2,500 per 
acre per year. Estimated loss to city from all blighted areas, 
$14,300,000 per year. 

Southeast 

Jacksonville, Fla.-1941 article in The American City magazine 
by James T. Daniels, former manager of the Jacksonville Cha,mber 
of Commerce. Slum areas do not pay their own way. In one slum 
area, called Hansontown, the net cost of municipal services exceed the 
net income from taxation by $40,000 per year. This is a net loss to 
the taxpayers as a whole. The article notes that in all Jacksonville 
slum areas, the annual per square mile cost of police and fire protec
tion alone averaged $113,500 against tax collections of $58,300 for the 
same area. Comparable figures for an average residential area are 
quoted at $16,200 for police and fire protection and a tax return of 
$131,200. 

North Central 

Columbus, Ohio-1948 study by John C. Alston, issued from the 
office of Social Administration, State College, Wilberforce, Ohio: 
"Cost of a Slum Area." Table IX of the study summarizes receipts 
and net costs for the city as a whole and for the Goodale area-a 
slum area-for 1940. 
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Olty

Goodale area

$5,118, 518.00

$29,866.00

16.72

10.30

4,499,894.00

72,286.00

14.70

24.93

Detroitâ��1945 series of articles, The Detroit News, reprinted in 1946

as booklet "What Detroit's Slums Cost Its Taxpayers." More than

20 percent of the city's residential and small business area has de-

clined to the status of slums; 5 percent more already is blighted, with

the blight steadily increasing in intensification * * * now, approxi-

mately two-thirds of the real property of Detroit is not only paying

its full share of city taxes but has to pay an additional amount to

make up for the shrinkage in property values in the slums and

blighted areas * * * It is estimated that, one way or another, De-

troit's slum and blighted areas are costing approximately $30,000,000

a year. In one generationâ��30 yearsâ��that amounts to $900,000,000.

Thus, generation after generation, Detroit goes on actually paying

in money an amount abundantly sufficient to wipe out and completely

rehabilitate all slums and blighted areas but, nevertheless, gets noth-

ing for it and still has the slums and blighted areas.

St. Louisâ��1940 study, City Plan Commission. Exact date and title

of study not in NAHO files. Following material is quoted from

secondary source: July 1940 issue of "Missouri Municipal Review."

Results of study of slum district and higher value residence districts:

Total

Per capita

Cost of government:

$293,198

384,201

$31.64

Income in taxes:

53.10

399,385

152,980

43.09

21.14

Clevelandâ��1934 study by the Rev. R. B. Navin, with counsel of

Howard Whipple Green: "An Analysis of a Slum Area in Cleveland."

Table VTH of the study records total tax rate income from slum area

as $225,035; total expenses as $1,972,437. The study says: "In other

words the city of Cleveland subsidized each man, woman, and child

in this area to an amount of $51.10 in 1932 * * * In addition to the

county, city, and board of education subsidy of $51.10 per capita the

community fund and other unofficial organizations add at least $27.68

per capita, making the cost of maintaining the area $88.90 per capita

and the total loss the rather stupendous amount $78.78 per capital or

$315 per family of four persons."
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Olty Goodale area 

Totallncome ______________________________________________ -------------- $5,118,518.00 
Per capita Income_ ______________________________________________________ 16.72 
Total net cost_ _ _ ____________________________________ ____________________ 4,499,894.00 
Per capital net cost ____________________________________________________ -- 14.70 

$29,866.00 
10.30 

72,286.00 
24.93 

Detroit-1945 series of articles, The Detroit News, reprinted in 1946 
as booklet "What Detroit's Slums Cost Its Taxpayers." More than 
20 percent of the city's residential and small business area has de
clined to the status of slums; 5 percent more already is blighted, with 
the blight steadily increasing in intensification * * * now, approxi
mately two-thirds of the real property of Detroit is not only paying 
its full share of city taxes but has to pay an additional amount to 
make up for the shrinkage in property values in the slums and 
blighted areas * * * It is estimated that, one way or another, De
troit's slum and blighted areas are costing approximately $30,000,000 
a year. In one generation-30 years-that amounts to $900,000,000. 
Thus, generation after generation, Detroit goes on actually paying 
in money an amount abundantly sufficient to wipe out and completely 
rehabilitate all slums and blighted areas but, nevertheless, gets noth
ing for it and still has the slums and blighted areas. 

St. Louis-1940 study, City Plan Commission. Exact date and title 
of study not in NAHO files. Following material is quoted from 
secondary source: July 1940 issue of "Missouri Municipal Review." 
Results of study of slum district and higher value residence districts: 

COS~f~~:~d!~OO district _________________________________________________ _ 
Slum dtstrlct _______________________________________________________________ _ 

Income in taxes: Midtown dlstrlct ___________________________________________________________ _ 
Slum dlstrict ___ -___ -- ________ -_____________________________________________ _ 

Total Per capita 

$293,198 
384,201 

399,385 
152,980 

$31.64 
53.10 

43.09 
21.14 

Cleveland-1934 study by the Rev. R. B. Navin, with counsel of 
Howard Whipple Green: "An Analysis of a Slum Area in Cleveland." 
Table VIII of the study records total tax rate income from slum area 
as $225,035; total expenses as $1,972,437. The study says: "In other 
words the city of Cleveland subsidized each man, woman, and child 
in this area to an amount of $51.10 in 1932 * * * In addition to the 
county, city, and board of education subsidy of $51.10 per capita the 
community fund and other unofficial organizations add at least $27.68 
per capita, making the cost of maintaining the area $88.90 per capita 
and the total loss the rather stupendous amount $78.78 per capital or 
$315 per family of four persons." 
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Southwest

Denverâ��1950 series of articles in the Denver Post. Denver's

blighted area comprises less than 10 percent of the land in the city,

about 6 percent of the population, and 6 percent of living units * * *

It receives 40 percent of all general relief f undsâ��nearly seven times

its "share" on a population basis. It receives 34 percent of all aid to

dependent children moneyâ��nearly six times its "share" on a popula-

tion basis. It accounts for 32 percent of all police callsâ��more than

three times its "share" on a population basis. It produces 30 percent

of Denver General Hospital's case loadâ��five times its "share" on a

population basis. It provides a third of the work load for the city

sanitation departmentâ��five times its "share" on a living unit basis

* * * Assessment records show clearly that blighted property pays

less taxes than standard areas * * * Take a typical block in the sub-

standard area. It contains 25 living units and 2 commercial develop-

ments. The entire block pays the city $1,300 a year in taxes * * *

It isn't hard to see where the money comes fromâ��and where it goes.

Oklahoma Cityâ��1939 study, Committee on Housing and City Plan-

ning, Oklahoma State Society of Architects. Results of a study of

four blighted areas of approximately 200 city blocks produced follow-

ing figures: Amount of city and school district funds expended in the

areas, $275,100.01; tax assessment against these areas, $34,517.17;

amount expended in excess of taxesâ��or net loss, $240,582.84.

Pacific Coast

Los Angelesâ��1947 study, Department of City Planning: "Condi-

tions of Blight, Central Area, City of Los Angeles, 1947." Blighted

areas compared with nonblighted areas: what they pay in taxes, $4.25

per capita, blighted area; $11.30 per capita, nonblighted area. What

they cost you for fireâ��police, health, park servicesâ��blighted areas,

$7.11 per capita; nonblighted area, $3.67 per capita.

San Franciscoâ��1947 study, San Francisco Planning and Housing

Association: "Blight and Taxes." Summary table on cost and income

for slum area and good residential area provides following figures

(years 1945-46 and 1946-47) :

Revenue

Expenditures..

Slum

$368,020

741,315

Good area

$556, 583

86,659
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Southwest 

Denver-1950 series of articles in the Denver Post. Denver's 
blighted area comprises less than 10 percent of the land in the city, 
about 6 percent of the population, and 6 percent of living units * • • 
It receives 40 percent of all general relief funds-nearly seven times 
its "share" on a population basis. It receives 34 percent of all aid to 
dependent children money-nearly six times its "share" on 8, popula
tion basis. It accounts for 32 percent of all police calls-more than 
three times its "share" on a population basis. It produces 30 percent 
of Denver General Hospital's case load-five times its "share" on a 
population basis. It provides a third of the work load for the city 
sanitation department-five times its "share" on a living unit basis 
• • * Assessment records show clearly that blighted property pays 
less taxes than standard areas * * * Take a typical block in the sub
standard area. It contains 25 living units and 2 commercial develop
ments. The entire block pays the city $1,300 a year in taxes * • • 
It isn't hard to see where the money comes from-and where it goes. 

Oklahoma City-1939 study, Committee on Housing and City Plan
ning, Oklahoma State Society of Architects. Results of a study of 
four blighted areas of approximately 200 city blocks produced follow
ing figures: Amount of city and school district funds expended in the 
areas, $275,100.01; tax assessment against these areas, $34,517.17; 
amount expended in excess of taxes-or net loss, $240,582.84. 

Pacific Coast 

Los Angeles-1947 study, Department of City Planning: "Condi
tions of Blight, Central Area, City of Los Angeles, 1947." Blighted 
areas compared with nonblighted areas: what they pay in taxes, $4.25 
per capita, blighted area; $11.30 per capita, nonblighted area. What 
they cost you for fire-police, health, parlr services-blighted areas, 
$7.11 per capita; nonblighted area, $3.67 per capita. 

San Francisco-1947 study, San Francisco Planning and Housing 
Association: "Blight and Taxes." Summary table on cost and income 
for slum area and good residential area provides following figures 
(years 1945-46 and 1946-47) : 

Slum Good area 

Revenue_ -----.--------.--------- •• ---- ---------- --- - - ---- -_ -. -__ _ _ _ _ _ __ _ _ _ _ _ _ _ _ $368,020 $l)6li, 68.1 
Expenditures ___ --------- -- --- --------- - --- -- --- - -------- -- - - - - - - _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ 741,315 86,6li9 

154 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

Exhibit 5

OFFICE MEMORANDUMâ��UNITED STATES GOVERNMENT

Date: November 17, 1953.

To: James W. Rouse, The President's Advisory Committee on

Housing.

From: James W. Follin, Director, Division of Slum Clearance and

Urban Redevelopment, HHFA, OA.

Subject: Material Requested on Dwelling Occupancy Standards.

Attention: Carl Feiss.

In response to Mr. Feiss' recent verbal request, there is transmitted

to you herewith a statement titled "Analysis of Space Occupancy

Standards for Dwellings as Provided in Regulations of Certain

Localities and States," prepared by Walter B. Lewis, under the super-

vision of Harold A. Merrill of our Planning and Engineering Branch.

Attachment.

F. W. Follin.

ANALYSIS OF SPACE OCCUPANCY STANDARDS FOR

DWELLINGS AS PROVIDED IN REGULATIONS OF CER-

TAIN LOCALITIES AND STATES

This study covers (1) all housing or occupancy regulations sub-

mitted to date by local public agencies participating in the Federal

slum clearance and urban redevelopment programs and, (2) all such

regulations available in the HHFA-OA Library. This study does

not cover the total number of such regulations adopted or proposed

in the United States, nor even the total number of such regulations

adopted or proposed in all localities participating in the slum clear-

ance program. These regulations studied here, however, do represent

a sample of the types of regulations relating to overcrowding adopted

or under consideration by other localities or States. "Space occu-

pancy standards" as used herein means those provisions designed to

prevent overcrowding of sleeping rooms or dwelling units.

Accompanying and a part of this analysis are: Extracts of space

occupancy standards recommended by the American Public Health

Association and those found in 27 local codes or ordinances now in

effect; 8 city ordinances drafted, but not adopted; and 9 State laws or

State regulations now in effect.

155

APP. 2-SUBCOMMITTEE ON URBAN REDEVELOPMENT 

EXIDBIT5 

OFFICE MEMORANDUM-UNITED STATES GOVERNMENT 

Date: November 17, 1953. 
~'o: James W. Rouse, The President's Advisory Committee on 

Housing. 
From: James W. Follin, Director, Division of Slum Clearance and 

Urban Redevelopnlent, HHF A, OA. 
Subject: Material Requested on Dwelling Occupancy Standards. 
Attention: Carl Feiss. 

In response to Mr. Feiss' recent verbal request, there is transmitted 
to you herewith a statement titled "Analysis of Space Occupancy 
Standards for Dwellings as Provided in Regulations of Certain 
Localities and States," prepared by Walter B. I£wis, under the super
vision of Harold A. Merrill of our Planning and Engineering Brancll. 

Attachment. 
F. W. FOLLIN. 

ANALYSIS OF SPACE OCCUPANCY STANDARDS FOR 
DWELLINGS AS PROVIDED IN REGULATIONS OF CER
TAIN LOCALITIES AND STATES 

This study covers (1) all housing or occupancy regulations 8ub
mitted to date by local public agencies' participating in the Federal 
slum clearance and urban redevelopment programs and, (2) all such 
regulations available in the HHF A-OA Library. This study does 
not cover the total number of such regulations adopted or proposed 
in the United States, nor even the total number of such regulations 
adopted or proposed in all localities participating in the slum clear
ance program. These regulations studied here, however, do represent 
a sample of the types of regulations relating to overcrowding adopted 
or under consideration by other localities or States. "Space occu
pancy standards" as used herein means those provisions designed to 
prevent overcrowding of sleeping rooms or dwelling units. 

Accompanying and a part of this analysis are: Extracts of space 
occupancy standards recommended by the American Public Health 
Association and those found in 27 local codes or ordinances now in 
effect; 8 city ordinances drafted, but not adopted; and 9 State laws or 
State regulations now in effect. 
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Generally these standards and similar ones set forth in the APHA

Proposed Housing Code are not commensurable for the following

reasons: First, local standards are in terms of floor space and air

space, while APHA standards are in terms of floor space only.

Second, local standards specify so much space per occupant, while

APHA standards specify so much for the first occupant, plus so much

for each additional occupant. This difference is accounted for by

virtue of the fact that most local standards are based on studies of

the early twenties relating to tenement house laws, which were set

forth in these terms. The APHA standards represent a new approach

to this problem and have only been available for use during the last

two years. Their increasing acceptance is represented by the fact

that of the eight proposed codes or regulations covered by this study,

five employ some portion of the APHA standards.

A floor space comparison is possible, however, by using the mini-

mum requirements of both the local standards and APHA require-

ments for two occupants, using floor space only. The most common

local floor space requirement is 50 square feet per occupant. Taking

two occupants, 100 square feet are to be compared with the 120 square

feet requirement of APHA.

An air space comparison is possible after an arithmetic computation,

by using the minimum requirements for two occupants again. In

order to convert the square foot quantity of the APHA standards to a

similar cubic foot quantity as found in the majority of the local stand-

ards, the required floor space must be multiplied by the minimum

height requirement of the APHA standards (7 feet). Translated,

this would mean that the APHA Proposed Housing Code requiring

490 cubic feet for the first occupant and 840 cubic feet for two occu-

pants may now be compared with 400 cubic feet for the first occupant

and 800 cubic feet for two occupants as commonly prescribed by the

local regulations.

Of some importance is the fact that little consideration has been

given in these regulations to special requirements for apartments and

tenements. This does not necessarily mean, however, that local stand-

ards do not apply also to these occupancies, since the term "dwelling

or dwelling unit" is so defined as to include apartments and tene-

ments in most of the regulations.

Of greater significance is the fact that very little attention has been

given in these regulations to minimum requirements per dwelling or

dwelling unit. As pointed out by the APHA and reflected in APHA

standards the real test of overcrowding is the amount of space in the

whole dwelling unit available for all purposes and not just for sleep-

ing purposes alone.
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Generally these standards and similar ones set forth in the APHA 
Proposed Housing Code are not commeBSurable for the following 
reasons: First, local standards are in terms of floor space and air 
space, while APHA standards are in terms of floor space only. 
Second, local standards specify so much space per oC(JU)pant, while 
APHA standards specify so much for the first occupant, plus so much 
for each additional occupant. This difference is accounted for by 
virtue of the fact that most local standards are based on studies of 
the early twenties relating to tenement house laws, which were set 
forth in these terms. The APHA standards represent a new approach 
to this problem and have only been available for use during the last 
two years. Their increasing acceptance is represented by the fact 
that of the eight proposed codes or regulations covered by this study, 
five employ some portion of the APHA standards. 

A floor space comparison is possible, however, by using the mini
mum requirements of both the local standards and APHA require
ments for two occupants, using floor space only. The most common 
local floor space requirement is 50 square feet per occupant. Taking 
two occupants, 100 square feet are to be compared with the 120 square 
feet requirement of APHA. 

An air space comparison is possible after an arithmetic computation, 
by using the minimum requirements for two occupants again. In 
order to convert the square foot quantity of the APHA standards to a 
similar cubic foot quantity as found in the majority of the local stand
ards, the required floor space must be mUltiplied by the minimum 
height requirement of the APHA standards (7 feet). Translated, 
this would mean that the APHA Proposed Housing Code requiring 
490 cubic feet for the first occup,ant and 840 cubic feet for two occu
pants may now be compared with 400 cubic feet for the first occupant 
and 800 cubic feet for two occupants as, commonly prescribed by the 
local regulations. 

Of some importance is the fact that little consideration has been 
given in these regulations to special requirements for apartments and 
tenements. This does not necessarily mean, however, that local stand
ards do not apply also to these occupancies, since tIle term "dwelling 
or dwelling unit" is so defined as to include apartments and tene
ments in most of the regulations. 

Of greater significance is the fact that very little attention has been 
given in these regulations to minimum requirements per dwelling or 
dwelling unit. As pointed out by the APHA and reflected in APHA 
standards the real test of overcrowding is the amount of space in the 
whole dwelling unit available for all purposes and not just for sleep
ing purposes alone. 
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Extract or Occupancy Space Requirements

Occupancy provisions of the APB.A "A Proposed Housing

Ordinance" 1952

No person shall occupy or let to another for occupancy any dwelling

or dwelling unit, for the purpose of living therein, which does not

comply with the following requirements:

Every dwelling unit shall contain at least 150 square feet of floor

space for the first occupant thereof and at least 100 additional square

feet of floor space for every additional occupant thereof, the floor

space to be calculated on the basis of total habitable room area.

In every dwelling unit of two or more rooms, every room occupied

for sleeping purposes by one occupant shall contain at least 70 square

feet of floor space, and every room occupied for sleeping purposes by

more than one occupant shall contain at least 50 square feet of floor

space for each occupant thereof.

At least one-half of the floor area of every habitable room shall have

a ceiling height of at least 7 feet; and the floor area of that part of

any room where the ceiling height is less than 5 feet shall not be con-

sidered as part of the floor area in computing the total floor area of

the room for the purpose of determining the maximum permissible

occupancy thereof. (Sec. 8.)

City Ordinances and Regulations in Effect

Alabama

Birmingham.â��No room in any apartment, tenement or rooming

house shall be overcrowded. A room shall be deemed to be over-

crowded, within the meaning of this section, when each person living

or sleeping in such room shall not have an air space allowance of

at least four hundred and fifty cubic feet. (Sec. 633, General City

Code.)

Montgomery.â��No room in any dwelling, apartment, tenement or

rooming house within the city or its police jurisdiction shall be over-

crowded. A room shall be deemed to be overcrowded, within the

meaning of this section, when each person living or sleeping in such

room shall not have an air space allowance of at least four hundred

and fifty cubic feet. (Sec. 16, ch. 13, Montgomery City Code.)

Colorado

Denver.â��The term ROOM means any enclosed division of a dwell-

ing unit containing over seventy square feet of floor space and com-

monly used for living purposes, not including lobbies, halls, closets,
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EXTRACT OF OCCUPANCY SPACE REQUIREMENTS 

Occupancy provisions of the APHA "A Proposed Housing 
Ordinance" 195~ 

No person shall occupy or let to another for occupancy any dwelling 
or dwelling unit, for the purpose of living therein, which does not 
comply with the following requirements: 

Every dwelling unit shall contain at least 150 square feet of floor 
fltpace for the first occupant thereof and at least ioo additional square 
feet of floor space for every additional occupant thereof, the floor 
space to be calculated on the basis of total habitable room area. 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one occupant shall contain at least 50 square feet of floor 
space for each occupant thereof. 

At least one-half of the floor area of every habitable room shall have 
a ceiling height of at least 7 feet; and the floor area of that part of 
any room where the ceiling height is less than 5 feet shall not be con
sidered as part of the floor area in computing the total floor area of 
t.he room for the purpose of determining the maximum permissible 
occupancy thereof. (Sec. 8.) 

CITY QRDIN ANCES AND REGULATIONS IN EFFECT 

Alabama 

Birmingham.-No room in any apartment, tenement or rooming 
house shall be overcrowded. A room shall be deemed to be over
crowded, within the meaning of this section, when each person living 
or sleeping in such room shall not have an air space allowance of 
at least four hundred and fifty cubic feet. (Sec. 633, General City 
Code.) 

Montgomery.-No room in any dwelling, apartment, tenement or 
rooming house within the city or its police jurisdiction shall be over
crowded. A room shall be deemed to be overcrowded, within the 
meaning of this section, when each person living or sleeping in such 
room shall not have an air space allowance of at least four hundred 
and fifty cubic feet. (Sec. 16, ch. 13, Montgomery City Code.) 

00 lorado 

Denvel'.-The term ROOM means any enclosed division of a dwell
ing unit containing over seventy square feet of floor space and com
monly used for living purposes, not including lobbies, halls, closets, 
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storage space, bathrooms, utility rooms and unfinished attics, cellars

or basements. (Sec. 2 (d), Ordinance No. 27, 1944.)

No dwelling unit shall be occupied by more than one family. (Sec.

4, Ordinance No. 27,1944.)

Not more than two persons per room shall occupy any dwelling

unit, except, for the purpose of this section, a child under six years

of age shall not be counted as a person. (Sec. 5, Ordinance No. 27,

1944.)

Delaware

"Wilmington.â��No room shall be used for sleeping purposes unless

there are at least four hundred (400) cubic feet of air space and 50

square feet of floor space for each adult and at least two hundred (200)

cubic feet of air space and 30 square feet of floor space for each child

under the age of twelve years occupying such room. No room used for

sleeping purposes shall have a floor area of less than 60 square feet.

(Sec. 7, Rules and Regulations Governing the Hygiene of Housing,

1950.)

District of Columbia

Washington.â��Space. At least 80 square feet of floor space and 600

cubic feet of air space in habitable area, and 40 cubic feet of storage

space, shall be provided for the use of each occupant in each tenement.

Where the 40 cubic feet of storage space is not available for each

such occupant, 90 square feet of floor space and 675 cubic feet of air

space in habitable area shall be provided for each occupant. The

Director of Public Health is hereby authorized, if in his judgment it

is necessary to secure compliance with this requirement, to cause to

be affixed to or near the door of each tenement a placard stating the

number of occupants allowed in each tenement under this regulation

and shall, in any case where such placard has been affixed, notify the

operator of the premises accordingly. It shall be unlawful for any

tenant to overcrowd any tenement or for any operator to permit such

overcrowding. Only habitable space under the exclusive control of

the particular tenant shall be used in making calculations under this

section:

Provided, That any child born to an occupant of any tenement shall

not, during the first six months of its life, constitute, by reason of

overcrowding, a violation of these regulations; and Provided fur-

ther, That for one year from the effective date of these regulations and

for tenancies in existence at the time of such effective date the Direc-

tor of Public Health may permit a variation of 10% in square feet

of floor space and cubic feet of air space when serious health hazards

are not created thereby. Notwithstanding any of the above provi-
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storage space, bathrooms, utility rooms and unfinished attics, cellars 
or basements. (Sec. 2 (d), Ordinance No. 27, 1944.) 

No dwelling unit shall be occupied by more than one family. (Sec. 
4, Ordinance No. 27,1944.) 

Not more than two persons per room shall occupy any dwelling 
unit, except, for the purpose of this section, a child under six years 
of age shall not be counted as a person. (Sec. 5, Ordinance No. 27, 
1944.) 

Delaware 

W ilmington.-N 0 room shall be used for sleeping purposes unless 
there are at least four hundred (400) cubic feet of air space and 50 
square feet of floor space for each adult and at least two hundred (200) 
cubic feet of air space and 30 square feet of floor space for each child 
under the age of twelve years occupying such room. No room used for 
sleeping purposes shall have a floor area of less than 60 square feet. 
(Sec. 7, Rules and Regulations Governing the Hygiene of Housing, 
1950.) 

Distriot 0/ Oolumbia 

Waahington.-Space.. At least 80 square feet of floor space and 600 
cubic feet of air space in habitable area, and 40 cubic feet of storage 
space, shall be provided for the use of each occupant in each tenement. 

Where the 40 cubic feet of storage space is not available for each 
such occupant, 90 square feet of floor space and 675 cubic feet of air 
space in habitable area shall be provided for each occupant. The 
Director of Public Health is hereby authorized, if in his judgment it 
is necessary to secure compliance with this requirement, to cause to 
be affixed to or near the door of each tenement a placard stating the 
number of occupants allowed in each tenement under this regulation 
and shall, in any case where such placard has been affixed, notify the 
operator of the premises accordingly. It shall be unlawful for any 
tenant to overcrowd any tenement or for any operator to permit such 
overcrowding. Only habitable space under the exclusive control of 
the particular tenant shall be used in making calculations under this 
section: 

Provided, That any child born to an occupant of any tenement shall 
not, during the first six months of its life, constitute, by reason of 
overcrowding, a violation of these regulations; and PrO'lJided f'lllr
ther, That for one year from the effective date of these regulations antI 
for tenancies in existence at the time of such effective date the Direc
tor of Public Health may permit a variation of 10% in square feet 
of floor space and cubic feet of air space when serious health hazards 
are not created thereby. Notwithstanding any of the above provi-
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sions, no tenement house shall have an average of more than V/2 occu-

pants for each habitable room other than rooms used exclusively as

kitchens and rooms used in common by the occupants of more than

one tenement: Provided, However, in buildings used as tenement

houses and for which license applications are filed as of the effective

date of these regulations, the Director of Public Health may permit

until November 1, 1953, an average of not more than 2 occupants for

each habitable room other than rooms used exclusively as kitchens

and rooms used in common by the occupants of more than one tene-

ment, when serious health hazards are not created thereby. (Sec.

2602, Tenements and Tenement Houses, 1952.)

Indiana

Indianapolis.â��No person shall occupy or let to another for occu-

pancy any dwelling or dwelling unit, for the purpose of living there-

in, which does not comply with the following requirements:

Every dwelling unit shall contain at least one hundred (100) square

feet of floor space for the first occupant thereof and at least fifty

(50) additional square feet of floor space for every additional occu-

pant thereof, the floor space to be calculated on the basis of total

habitable room area.

In every dwelling unit of two or more rooms, every room occupied

for sleeping purposes by one occupant shall contain at least sixty

(60) square feet of floor space, and every room occupied for sleep-

ing purposes by more than one occupant shall contain at least forty

(40) square feet of floor space for each occupant thereof over twelve

(12) years of age and at least thirty (30) square feet for each occupant

thereof under twelve (12) years of age. (Sec. 6-1007, General Ordi-

nance No. 36, 1953.)

Maine

Portland.â��If any habitable room or dwelling unit is overcrowded,

the number of persons sleeping therein shall be reduced to eliminate

the overcrowding. Overcrowding is determined by the following con-

ditions :

(a) No habitable room other than a kitchen or dining alcove, shall

contain less than 65 square feet of floor area, nor shall the least hori-

zontal dimension of such room be less than 7 feet.

(b) The total area in all habitable rooms in a dwelling unit shall

be such as to provide at least 65 square feet of floor area per person.

(c) Every sleeping room or room used for sleeping purposes shall

have at least 50 square feet of floor area per person. Children under

1 year of age shall not be counted, and a child more than 1 year of age

but under 10 years shall be deemed one-half person.
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sions, no tenement house shall have an average of more than 1% occu
pants for each habitable room other than rooms used exclusively as 
kitchens and rooms used in common by the occupants of more than 
one tenement: Provided, However, in buildings used as tenement 
houses and for which license applications are filed as of the effective 
date of these regulations, the Director of Public Health may pennit 
until November 1, 1953, an average of not more than 2 occupants for 
each habitable room other than rooms used exclusively as kitchens 
and rooms used in common by the occupants of more than one tene
ment, when serious health hazards are not created thereby. (S'ec. 
2602, Tenements and Tenement Houses, 1952.) 

Indiana 

Indianapolis.-No person shall occupy or let to another for occu
pancy any dwelling or dwelling unit, for the purpose of living there
in .. which does not comply with the following requirements: 

Every dwelling unit shall contain at least one hundred (100) square 
feet of floor space for the first occupant thereof and at least fifty 
( 50) additional square feet of floor space for every additional occu
pant thereof, the floor space to be calculated on the basis of total 
habitable room area. 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least sixty 
(60) square feet of floor space, and every room occupied for sleep
ing purposes by more than one occupant shall contain at least forty 
(40) square feet of floor space for each occupant thereof over twelve 
(12) years of age and at least thirty (30) square feet for each occupant 
thereof under twelve (12) years of age. (Sec. 6-1007, General Ordi
nance No. 36, 1953.) 

Maine 

Portland.-If any llabitable room or dwelling unit is overcrowded, 
the number of persons sleeping therein shall be reduced to eliminate 
the overcrowding. Overcrowding is determined by the following con
ditions: 

(a ) No habitable room other than a kitcllen or dining alcove, shall 
contain less than 65 square feet of floor area, nor shall the least hori
zontal dimension of such room be less than 7 feet. 

(b) The total area in all habitable rooms in a dwelling unit shall 
be such as to provide at least 65 square feet of floor area per person. 

( c) Every sleeping room or room used for sleeping purposes shall 
have at least 50 square feet of floor area per person. Children under 
1 year of age sllall not be counted, and a child more tllan 1 year of age 
but under 10 years shall be deemed one-half person. 
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In computing floor area for the purpose of this section, the space

used for closets or other enclosed spaces and, in the case of rooms

with sloping ceilings, portions of such rooms with less than 4 feet

in height shall be excluded in computing the area. (Sec. 10, Ordi-

nance Relating to Minimum Standards for Continued Occupancy,

1951.)

Maryland

Baltimore.â��No room shall be used for sleeping purposes unless

there are at least four hundred (400) cubic feet of air space and 50

square feet of floor space for each adult and at least two hundred (200)

cubic feet of air space and 30 square feet of floor space for each child

under the age of twelve years occupying such room. No room used for

sleeping purposes shall have a floor area of less than 60 square feet.

(Regulation 7, Rules and Regulations Governing the Hygiene of

Housing, City Housing Code.)

The occupancy of any dwelling unit having more than one habitable

room shall not exceed an average of one and one-half persons per

habitable room. For the purpose of this regulation any child under

one year of age shall not be counted and any child more than one year

old but under twelve years of age shall be deemed to be one-half

person. (Regulation 8, Rules and Regulations Governing the Hygiene

of Housing, City Housing Code.)

Michigan

Detroit.â��No bedroom or room used as a bedroom in any Class "B"

multiple dwelling shall be so occupied as to provide less than five

hundred (500) cubic feet of air space per occupant, exclusive of the

cubic air space of bathrooms, toilet rooms and closets. No room, suite

or group of rooms, comprising a family dwelling unit, in any single,

two-family or Class "A" multiple dwelling shall be so occupied as to

provide less than eight hundred (800) cubic feet of air space per oc-

cupant exclusive of the cubic air space of bathrooms, toilet rooms and

closets. No bedroom or room used as a bedroom in any single, two-

family or Class "A" multiple dwelling shall be so occupied as to pro-

vide less than three hundred (300) cubic feet of air space per occupant,

exclusive of the cubic air space of bathrooms, toilet rooms and closets.

(Sec. 2981, Official Building Code of the City of Detroit, 1936.)

Minnesota

Minneapolis.â��If any room in a dwelling is overcrowded, the com-

missioner of health may order the number of persons sleeping or living

in the room to be so reduced that there shall be not less than 600 cubic
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In computing floor area for the purpose of this section, the space 
used for closets or other enclosed spaces and, in the case of rooms 
with· sloping ceilings, portions of such rooms with less than 4 feet 
in height shall be excluded in computing the area. (Sec. 10, Ordi
nance Relating to Minimum Standards for Continued Occupancy, 
1951.) 

Maryland 

Baltimore.-No room shall be used for sleeping purposes unless 
there are at least four hundred (400) cubic feet of air space and 50 
square feet of floor space for each adult and at least two hundred (200) 
cubic feet of air space and 30 square feet of floor space for each child 
under the age of twelve years occupying such room. No room used for 
sleeping purposes shall have a floor area of less than 60 square feet. 
(Regulation 7, Rules and Regulations Governing the Hygiene of 
Housing, City Housing Code.) 

The occupancy of any dwelling unit having more than one habitable 
room shall not exceed an average of one and one-half persons per 
habitable room. For the purpose of this regulation any child under 
one year of age shall not be counted and any child more than one year 
old but under twelve years of age shall be deemed to be one-half 
person. (Regulation 8, Rules and Regulations Governing the Hygiene 
of Housing, City Housing Code.) 

Michigan 

Detroit.-No bedroom or room used as a bedroom in any Class "B" 
multiple dwelling shall be so occupied as to provide less than five 
hundred (500) cubic feet of air space per occupant, exclusive of the 
cubic air space of bathrooms, toilet rooms and closets. No room, suite 
or group of rooms, comprising a family dwelling unit, in any single, 
two-family or Class "A" multiple dwelling shall be so occupied as to 
provide less than eight hundred (800) cubic feet of air space per oc
cupant exclusive of the cubic air space of bathrooms, toilet rooms and 
closets. No bedroom or room used as a bedroom in any single, two
family or Class "A" multiple dwelling shall be so occupied as to pro
vide less than three hundred (300) cubic feet of air space per occupant, 
exclusive of the cubic air space of bathrooms, toilet rooms and closets. 
(Sec. 2981, Official Building Code of the City of Detroit, 1936.) 

Minnesota 

Minneapolia.-If any room in a dwelling is overcrowded, the com
missioner of health may order the number of persons sleeping or living 
in the room to be so reduced that there shall be not less than 600 cubic 
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feet of air to each adult and 400 cubic feet of air to each child under

12 years of age occupying such room. (Sec. 413 (460.61), City of Min-

neapolis Housing Code, 1950.)

Missouri

Kansas City.â��The total area in all habitable rooms in a dwelling

unit shall be such as to provide at least 65 square feet of floor area per

person. (Sec. 63-5 (h), Second Committee Substitute for Ordinance

No. 13836,1951.)

St. Louis.â��If any habitable room or dwelling unit is overcrowded,

the number of persons sleeping therein shall be reduced to eliminate

the overcrowding. Overcrowding is determined by the following

conditions:

(a) Every room used for sleeping purposes shall have at least forty

square feet of floor area per person.

(b) The total area in all habitable rooms in a dwelling unit shall

be such as to provide at least sixty-five square feet of floor area per

person.

(c) Every habitable room shall be not less than seven feet, six

inches in height from the floor to the ceiling, throughout not less than

one-half of the area of such room.

(d) No habitable room shall contain less than sixty-four square

feet of floor area, nor shall the least horizontal dimension of such

room be less than seven feet. In computing floor area only that area

having a ceiling height of seven feet, six inches or more shall enter

into the computation. (Sec. 12, Housing Code, 1948.)

New Jersey

Newark.â��Not to permit any room in any dwelling to be used for

sleeping purposes where the cubic capacity for each adult is less than

four hundred cubic feet and for each child under twelve years of age

is less than two hundred fifty cubic feet. (Sec. 15.525 (m), Health

and Sanitation, 1951.)

Trenton.â��No person shall occupy or let to another for occupancy

any dwelling or dwelling unit, for the purpose of living therein,

which does not comply with the following requirements: Every dwell-

ing shall contain at least 150 square feet of floor space for the first

occupant thereof and at least 100 additional square feet of floor space

for every additional occupant thereof, the floor space to be calculated

on the basis of total habitable room area. In every dwelling unit of

two or more rooms, every room occupied for sleeping purposes by one

occupant shall contain at least 70 square feet of floor space, and every

room occupied for sleeping purposes by more than one occupant shall
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feet of air to each adult and 400 cubic feet of air to each child under 
12 years of age occupying such room. (Sec. 413 (460.61), City of Min
neapolis Housing Code, 1950.) 

Mi880uri 

Kansaa Oity.-The total area in all habitable rooms in a dwelling 
unit shall be such as to provide at least 65 square feet of floor area per 
person. (Sec. 63-5 (h), Second Committee Substitute for Ordinance 
No. 13836, 1951.) 

St. Louis.-If any habitable room or dwelling unit is overcrowded, 
the number of persons sleeping therein shall be reduced to eliminate 
the overcrowding. Overcrowding is determined by the following 
conditions: 

(a) Every room used for sleeping purposes shall have at least forty 
square feet of floor area per person. 

(b) The total area in all habitable rooms in a dwelling unit shall 
be such as to provide at least sixty-five square feet of floor area per 
person. 

( c) Every habitable room shall be not less than seven feet, six 
inches in height from the floor to the ceiling, througllout not less than 
one-half of the area of SUCll room. 

(d) No habitable room shall contain less than sixty-four square 
feet of floor area, nor shall the least horizontal dimension of such 
room be less than seven feet. In computing floor area only that area 
having a ceiling height of seven feet, six inches or more shall enter 
into the computation. (Sec. 12, Housing Code, 1948.) 

New Jersey 

Newark.-Not to permit any room in any dwelling to be used for 
sleeping purposes where the cubic capacity for each adult is less than 
four hundred cubic feet and for each child under twelve years of age 
is less than two hundred fifty cubic feet. (Sec. 15.525 (m), Health 
and Sanitation, 1951.) 

Trenton.-N 0 person shall occupy or let to another for occupancy 
any dwelling or dwelling unit, for the purpose of living therein, 
which does not comply witll the following requirements: Every d,vell
ing shall contain at least 150 square feet of floor space for the first 
occupant thereof and at least 100 additional square feet of floor space 
for every additional occupant thereof, the floor space to be calculated 
on the basis of total habitable room area. In every dwelling unit of 
two or more rooms, every room occupied for sleeping purposes by one 
occupant shall contain at least 70 square feet of floor space, and every 
room occupied for sleeping purposes by more than one occupant shall 
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contain at least 50 square feet of floor space for each occupant thereof.

(Sec. 7, Ordinance Relating to Minimum Standards Governing the

Condition and Maintenance of Dwellings, 1952.)

New York

Rochester.â��No owner, lessee, or keeper of any lodging-house,

boarding-house, factory, work-room store, office, or place of business,

shall cause or allow the same to be overcrowded, or cause or allow so

great a number of persons to dwell, be, or sleep in any such house, or

any portion thereof, as thereby to cause any danger or detriment to

life and health. Whenever it shall be certified by the bureau that any

such place or room is so overcrowded that there shall be less than five

hundred cubic feet of air to each occupant of such building or room,

with a floor space one-tenth as great, the health officer may issue an

order requiring the number of occupants of such building or room to

be reduced, so that the inmates thereof shall not exceed one person to

each five hundred cubic feet of air space, or to a floor space one-tenth

as great in any such building or room; and hereafter no room used as

a living or sleeping room shall be built without a window open to the

outdoor air. (Ch. 57, sec. 57-4, Municipal Code, Vol. II, 1941.)

No room shall be used for sleeping purposes unless there are at least

400 cubic feet of air space and 50 square feet of floor space for each

occupant over 12 years of age and at least 200 cubic feet of air space

and 30 square feet of floor space for each child under the age of twelve

years occupying such room. No room used for sleeping purposes shall

be less than 60 square feet. (Ch. 57.1-7, Regulation 6, Municipal Code,

Vol. II, 1941.)

The occupancy of any dwelling unit having more than one habitable

room shall not exceed an average of one and one-half persons per

habitable room. For the purpose of this regulation any child under

one year of age shall not be counted and any child more than one year

old but under 12 years of age shall be deemed to be one-half person.

(Ch. 57.1-7, Regulation 7, Municipal Code, Vol. II, 1941.)

Ohio

Cincinnati.â��No room in any dwelling shall be so overcrowded as

to afford less than 25 square feet of floor space for each child under

twelve years of age and 50 square feet of floor space for each person

over twelve years of age occupying such room for sleeping purposes.

In computing the area of a room for this purpose, the space used for

closets or other enclosed spaces shall not be considered part of the

area.
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contain at least 50 square feet of floor space for each occupant thereof. 
(Sec. 7, Ordinance Relating to Minimum Standards Governing the 
Condition and Maintenance of Dwellings, 1952.) 

New York 

Rochester.-No owner, lessee, or keeper of any lodging-house, 
boarding-house, factory, work-room store, office, or place of business, 
shall cause or allow the same to be overcrowded,or cause or allow so 
great a number of persons to dwell, be, or sleep in any such house, or 
any portion thereof, as the.reby to cause any danger or detriment to 
life and health. Whenever it shall be certified by the bureau that any 
such place or room is so overcrowded that there shall be less than five 
hundred cubic feet of air to each occupant of such building or room, 
with a floor space one-tenth as great, the health officer may issue an 
order requiring the number of occupants of such building or room to 
be reduced, so that the inmates thereof shall not exceed one person to 
each five hundred cubic feet of air space, or to a floor space one-tenth 
as great in any such building or room; and hereafter no room used as 
a living or sleeping room shall be built without a window open to the 
outdoor air. (Ch. 57, sec. 57-4, Municipal Code, Vol. II, 1941.) 

No room shall be used for sleeping purposes unless there are at least 
400 cubic feet of air space and 50 square feet of floor space for each 
occupant over 12 years of age and at least 200 cubic feet of air space 
and 30 square feet of floor space for each child under the age of twelve 
years occupying such room. No room used for sleeping purposes shall 
be less than 60 square feet. (Ch. 57.1-7, Regulation 6, ~{unicipal Code, 
Vol. II, 1941.) 

The occupancy of any dwelling unit having more than one habitable 
room shall not exceed an average of one and one-half persons per 
habitable room. For the purpose of this regulation any child under 
one year of age shall not be counted and any cllild more than one year 
old but under 12 years of age shall be deemed to be one-half person. 
(Ch. 57.1-7, Regulation 7, Municipal Code, Vol. II, 1941.) 

Ohio 

Cincinnati.-N 0 room in any dwoelling shall be so overcrowded as 
to afford less than 25 square feet of floor space for each child under 
twelve years of age and 50 square feet of floor space for each person 
over twelve years of age occupying such room for sleepillg purposes. 
In computing the area of a room for this purpose, the space used for 
closets or other enclosed spaces shall not be considered part of the 
area. 
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No living apartment or dwelling of "H-l" or "H-3" occupancy shall

be so overcrowded as to afford less than 70 square feet of floor space

( excluding closets, other enclosed places, public halls and bathrooms)

for each person occupying such apartment or dwelling. (Ch. VIII,

sec. 2904-9, Housing Code.)

Cleveland.â��No room used for sleeping purposes in any lodging

house or industrial camp shall contain less than four hundred (400)

cubic feet of air space nor shall it contain less than fifty (50) square

feet of floor area for each person occupying such room. (Ch. 7, sec.

3.0710 [423], The Charter and the Codified Ordinances of the City

of Cleveland, 1951.)

Toledo.â��"Room" shall mean any room commonly used for living

purposes but shall not include any space in a dwelling used as a lobby,

hallway, closet, bathroom, storage space, utility rooms, unfinished

attics, cellars or any room having a floor space of less than 50 square

feet. (Sec. I, Regulation to Establish a Standard of Housing in City

of Toledo, 1945.)

No part of the dwelling except a room as defined in Section I hereof

shall be used for sleeping purposes. (Sec. II (10).)

The total of all habitable rooms in a dwelling unit shall be such as

to provide at least 75 square feet of floor area per occupant under

twelve years of age. (Sec. II (11).)

No sleeping room shall be occupied by more than two adults and one

child under eight years of age, by persons of the same sex, or by chil-

dren under twelve years of age where space permits. (Sec. II (12),

Regulation to Establish a Standard of Housing in City of Toledo,

1945.)

Oregon

Portland.â��If the Bureau of Buildings finds a dwelling to be over-

crowded, it shall order a reduction in the number of persons occupying

the same.

A family unit shall be considered to be overcrowded if it contains

more persons than iy2 times the number of habitable rooms except for

a one-room apartment, where the limit of persons shall be 2.

A sleeping room shall be considered to be overcrowded if it contains

less than 400 cubic feet of space for each person over 14 years of age,

300 cubic feet of space for each person over 6 years of age but not over

14 years of age, and 200 cubic feet of space for each person of 6 years

of age and under. (Sec. 8-1404, Housing Code, 1950.)

Pennsylvania

Chester.â��Sleeping roomsâ��No room shall be used for sleeping pur-

poses unless there are at least four hundred (400) cubic feet of air
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No living apartment or dwelling of "H-1" or "H-3" oc()'U)pancy shall 
be so overcrowded as to afford l~~ than 70 square feet of floor space 
( excluding closets, other enclosed places, public halls and bathrooms) 
for each person occupying such apartme.nt or dwelling. (Ch. VIII, 
sec. 2904-9, Housing Code.) 

Cleveland.-N 0 room used for sleeping purposes in any lodging 
house or industrial caml) shall contain less than four hundred (400) 
cubic feet of air space nor shall it contain less than fifty (50) square 
feet of floor area for each person occupying such room. (Ch. 7, sec. 
3.0710 [423], The Charter and the Codified Ordinances of the City 
of Cleveland, 1951.) 

Toledo.-"Room" shall mean any room commonly used for living 
purposes but shall not include any space in a dwelling used as a lobby, 
hallway, closet, bathroom, storage space, utility rooms, unfinished 
attics, cellars or any room having a floor space of less than 50 square 
feet. (Sec. I, Regulation to Establisll a Standard of Housing in City 
of Toledo, 1945.) 

No pa.rt of the dwelling except a room as defined in Section I hereof 
shall be used for sleeping purposes. (Sec. II (10).) 

The total of all habitable rooms in a dwelling unit shall be such as 
to provide at least 75 square feet of floor area per occupant under 
twelve years of age. (Sec. II (11).) 

No sleeping room shall be occupied by more than two adults and one 
child under eight years of age, by persons of the same sex, or by chil
dren under t,velve years of age where space permits. (Sec. II (12), 
Regulation to Establisll a Standard of Housing in City of Toledo, 
1945.) 

Oregon 

Portland.-If the Bureau of Buildings finds a dwelling to be over
crowded, it shall order a reduction in the number of persons occupying 
the same. 

A family upit shall be considered to be overcrowded if it contains 
more persons than 1% times the number of habitable rooms except for 
a one-room apartment, where the limit of persons sllall be 2. 

A sleeping room shall be considered to be overcrowded if it contains 
less than 400 cubic feet of space for each person over 14 years of age, 
300 cubic feet of space for each person over 6 years of age but not over 
14 years of age, and 200 cubic feet of space for each person of 6 years 
of age and under. (Sec. 8-1404, Housing Code, 1950.) 

Pennsylvf1lnia 

Chester.-Sleeping rooms-No room shall be used for sleeping pur
poses unless there are at least four hundred (400) cubic feet of air 
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space and 50 square feet of floor space for each adult and at least two

hundred (200) cubic feet of air space and 30 square feet of floor space

for each child under the age of twelve years occupying such room. No

room used for sleeping purposes shall have a floor area of less than

60 square feet. (Reg. 8, Regulations Governing the Hygiene of Hous-

ing, 1950.)

Philadelphia.â��No room in any dwelling-house, rooming-house, or

tenement-house which is used for sleeping purposes, shall be occupied

or permitted to be occupied at any time by more occupants than would

permit for each occupant over twelve years of age at least four hundred

cubic feet of air space, and for each occupant under twelve years of

age at least two hundred cubic feet of air space. (Sec. 29, Philadelphia

Housing Code, 1915.)

South Carolina

Greenville.â��Without excluding other ways and means of deter-

mining that a dwelling is unfit for human habitation, the Building

Commissioner may make such finding when one or more of the follow-

ing conditions exists:

When room floor space in a dwelling unit is less than the following:

First bedroom, 100 square feet, and other bedrooms, if any, 70 square

feet each.

When the number of persons above ten years of age residing in such

dwelling unit is in excess of two times the number of rooms, exclusive

of bathrooms and kitchens, except where kitchen is also used as an-

other room, that is, as a bedroom for example, in which event same

shall not be excluded. Occupants shall be responsible for exceeding

the number herein fixed. This clause does not limit the number of

dwelling units in one building. (Sec. 9, Sub-Standard Housing Ordi-

nance, 1952.)

Tennessee

Memphis.â��No owner, lessee, or keeper of any tenement house, lodg-

ing-house, boarding house, or manufactory, shall cause or allow the

same to be overcrowded, or cause or allow so great a number of per-

sons to dwell, be, or sleep in any such house, or any portion thereof,

as thereby to cause any danger or detriment to life or health. (Div.

10, sec. 1279, The Memphis Digest, 1949.)

Virginia

Newport News.â�� (a) If any room in any dwelling is overcrowded,

the health officer shall order the number of persons sleeping or living

in such room to be so reduced that there shall be not less than fifty

square feet of floor area to each adult and twenty-five square feet of
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space and 50 square feet of floor space for each adult and at least two 
hundred (200) cubic feet of air space and 30 square feet of floor space 
for each child under the age of twelve years occupying such room. No 
room used for sleeping purposes shall have a floor area of less than 
60 square feet. (Reg. 8, Regulations Governing the Hygiene of Hous
ing,1950.) 

Philadelphia.-No room in any dwelling-house, rooming-house, or 
tenement-house which is used for sleeping purposes, shall be ~ccupied 
or permitted to be occupied at any time by more occupants than would 
permit for each occupant over twelve years of age at least four hundred 
cubic feet of air space, and for each occupant under twelve years of 
age at least two hundred cubic feet of air space. (Sec. 29, Philadelphia 
Housing Code, 1915.) 

South Oarolina 

Greenville.-Without excluding other ways and means of deter
mining that a dwelling is unfit for human habitation, the Building 
Commissioner may make suell finding when one or more of the follow
ing conditions exists: 

When room floor space in a dwelling unit is less than the following: 
First bedroom, 100 square feet, and other bedrooms, if any, 70 square 
feet each. 

When the number of persons above ten years of age residing in such 
dwelling unit is in excess of two times the number of rooms, exclusive 
of bathrooms and kitcllens, except where kitchen is also used as an
other room, that is, as a bedroom for example, in which event same 
shall not be excluded. Occupants shall be responsible for exceeding 
the number herein fixed. This clause does not limit the number of 
dwelling units in one building. (Sec. 9, Sub-Standard Housing Ordi
nance, 1952.) 

Tennessee 

Memphis.-No owner, lessee, or keeper of any tenement house, lodg
ing-house, boarding house, or manufactory, shall cause or allow the 
same to be overcrowded, or cause or allow so great a number of per
sons to dwell, be, or sleep in any such house, or any portion thereof, 
as thereby to cause any danger or detriment to life or health. (Div. 
10, sec. 1279, The Memphis Digest, 1949.) 

TTirginia 

Newport N eW8.- (a) If any room in any dwelling is overcrowded, 
the health officer shall order the number of persons sleeping or living 
in such room to be so reduced that tllere shall be not less than fifty 
square feet of floor area to each adult and twenty-five square feet of 
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floor area to each child under twelve years of age occupying such

room. No such room shall be occupied by more than four persons.

No dwelling having more than one room shall be occupied by more

than an average of two persons per room.

(b) No greater number of persons shall occupy for sleeping purposes

any dwelling that will in the judgment of the health officer permit

the proper segregation of the sexes over ten years of age in separate

room.

(c) The health officer may prohibit lodgers in any dwelling if the

taking in of lodgers results in conditions that, in his opinion, are detri-

mental to health. (Art. IV, sec. 20-33, The Charter and Code, 1950.)

Norfolk.â��It shall be the responsibility of occupant or tenant to see

that no room in any dwelling unit shall be used for sleeping purposes

unless there are at least 400 cubic feet of air space per person and 50

square feet of floor space for each person 12 years of age or older, and

at least 200 cubic feet of air space and 30 square feet of floor space

for each child under 12 years of age. No room used for sleeping

purposes shall have a floor area of less than 50 square feet. (Sec. 4(b),

The Norfolk Minimum Housing Standards Code, 1952.)

No room in any rooming house, lodging house, or hotel shall be

occupied as a sleeping room unless there is at least four hundred (400)

cubic feet of air space and 50 square feet of floor space for each adult,

and at least 200 cubic feet of air space and 30 square feet of floor space

for each child under the age of 12 years occupying such room for

sleeping purposes. No room used for sleeping purposes shall have

less than 50 square feet of floor space. (Sec. 8 (B), The Norfolk

Minimum Housing Standards Code, 1951.)

Richmond.â��No owner shall knowingly lease and no occupant shall

use a room for sleeping purposes unless there are at least four hundred

(400) cubic feet of air space and fifty (50) square feet of floor space

for each adult and at least two hundred (200) cubic feet of air space

and thirty (30) square feet of floor space for each child under the age

of 12 years occupying such room. No occupant shall use a room for

sleeping purposes which shall have a floor area of less than sixty (60)

square feet. (Sec. 10, Housing Sanitation Ordinance, 1950.)

Roanoke.â��No owner shall knowingly lease and no occupant shall

use a room for sleeping purposes unless there are at least four hundred

(400) cubic feet of air space and fifty (50) square feet of floor space

for each adult and at least two hundred (200) cubic feet of air space

and thirty (30) square feet of floor space for each child under the

age of 12 years occupying such room. No occupant shall use a room

for sleeping purposes which shall have a floor area of less than sixty

(60) square feet. (Sec. 10, Housing Sanitation Ordinance, 1951.)
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floor area to each child under twelve years of age occupying such 
room. No such room shall be occupied by more than four persons. 
No dwelling having more than one rOOm shall be occupied by more 
than an average of two persons per room. 

(b ) No greater number of persons shall occupy for sleeping purposes 
any dwelling that will in the judgment of the health officer permit 
the proper segregation of the sexes over ten years of age in separate 
room. 

(c) The health officer may prohibit lodgers in any dwelling if the 
taking in of lodgers results in conditions that, in his opinion, are detri
mental to health. (Art. IV, sec. 20-33, The Charter and Code, 1950.) 

Norfolk.-It shall be the responsibility of occupant or tenant to see· 
that no room in any dwelling unit shall be used for sleeping purposes 
unless there are at least 400 cubic feet of air space per person and 50 
square feet of floor space for each person 12 years of age or older, and 
at least 200 cubic feet of air space and 30 square feet of floor space 
for each child under 12 years of age. No room used for sleeping 
purposes shall have a floor area of less than 50 square feet. (Sec. 4 (b), 
The Norfolk Minimum Housing Standards Code, 1952.) 

No room in any rooming house, lodging house, or hotel sI1all be 
occupied as a sleeping room unless there is at least four hundred (400) 
cubic feet of air space and 50 square feet of floor space for eacIl adult, 
and at least 200 cubic feet of air space and 30 square feet of floor space 
for each child under the age of 12 years occupying such room for 
sleeping purposes. No room used for sleeping purposes shall have 
less than 50 square feet of floor space. (Sec. 8 (B), The Norfolk 
Minimum Housing Standards Code, 1951.) 

Richmond.-No owner shall knowingly lease and no occupant shall 
use a room for sleeping purposes unless there are at least four hundred 
( 400) cubic feet of air space and fifty (50) square feet of floor space 
for each adult and at least two hundred (200) cubic feet of air space 
and thirty (30) square feet of floor space for each child under the age 
of 12 years occupying such room. No occupant shall use a room for 
sleeping purposes which shall have a floor area of less than sixty (60) 
square feet. (Sec. 10, Housing Sanitation Ordinance, 1950.) 

Roanoke.-No owner shall knowingly lease and no occupant shall 
use a room for sleeping purposes unless there are at least four hundred 
( 400) cubic feet of air space and fifty (50) square feet of floor space 
for each adult and at least two llundred (200) cubic feet of air space 
and thirty (30) square feet of floor space for each child under tIle 
age of 12 years occupying such room. No occupant shall use a room 
for sleeping purposes which shall have a floor area of less than sixty 
(60) square feet. (Sec. 10, Housing Sanitation Ordinance, 1951.) 
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Wisconsin

Milwaukee.â��The number of persons occupying any dwelling unit

shall be less than the number which would result in overcrowding as

determined by the following regulations:

Every sleeping room shall have at least 50 square feet of floor area

per occupant twelve years of age or over and at least 25 square feet

of floor area per occupant under twelve years of age.

The total of all habitable rooms in a dwelling unit shall be such as

to provide at least 75 square feet of floor area per occupant twelve

years of age or over, and at least 40 square feet of floor area per

occupant under twelve years of age.

No sleeping room shall be occupied by more than two adults except

that one child under 8 years of age in addition to two adults may be

permitted, and except that rooms occupied by persons of the same

sex or by children under 12 years of age may be occupied by more than

two persons where space permits.

Every habitable room shall be not less than eight feet in height

from the floor to the ceiling throughout not less than one-half of the

area of such room. In computing floor area only that area having a

ceiling height of eight feet or more shall enter into the computation.

(Rule 5, Ordinance, Rules and Regulations Relating to Housing,

1945.)

Proposed City Ordinances or Regulations

Alabama

Mobile.â��For every sleeping room a minimum of 400 cubic feet of

air space and 50 square feet of floor area for each adult and 200 cubic

feet of air space and 30 square feet of floor area for each child under

12. (Sec. 1, Minimum Housing Standards, Draft of August 1951.)

Hawaii

Honolulu.â��Overcrowding, after due notice by the Board of Health

or its agent has been given for its abatement. Overcrowding is cal-

culated by the cubic feet of space in a room. Each adult shall be pro-

vided with 400 cubic feet and each child under 12 years of age 200

cubic feet of air space. In calculating the volume of a room, any por-

tion with a ceiling height of less than seven feet or any portion above

a wall height of ten feet shall be disregarded. (Sec. 3.07, Honolulu

Housing Code, Working Draft (Undated).)

Massachusetts

Cambridge.â��In every dwelling unit of two or more rooms every

room occupied for sleeping purposes shall contain at least 70 sq. ft. of
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Wisconsin 

Milwaukee.-The number of persons occupying any dwelling unit 
shall be less than the number which would result in overcrowding as 
determined by the following regulations: 

Every sleeping room shall have at least 50 square feet of Hoor area 
per occupant twelve years of age or over and at least 25 square feet 
of floor area per occupant under twelve years of age. 

The total of all habitable rooms in a dwelling unit shall be such as 
to provide at least 75 square feet of floor area per occupant twelve 
years of age or over, 8Jld at least 40 square feet of floor area per 
occupant under twelve years of age. 

No sleeping room shall be occupied by more than two adults except 
that one child under 8 years of age in addition to two adults may be 
permitted, and except that rooms occupied by persons of the same 
sex or by children under 12 years of age may be occupied by more than 
two persons where space permits. 

Every habita.hle room shall be not less than eight feet in height 
from the floor to the ceiling throughout not less than one-half of the 
area of such room. In computing floor area only that area having a 
ceiling height of eight feet or more shall enter into the computation. 
(Rule 5, Ordinance, Rules and Regulations Relating to Housing, 
1945.) 

PROPOSED CITY ORDINANCES OR REGULATIONS 

Alrihama 

M obile.-For every sleeping room a minimum of 400 cubic feet of 
air space and 50 square feet of floor area for each adult and 200 cubic 
feet of air space and 30 square feet of floor area for each child under 
12. (Sec. 1, Minimum Housing Standards, Draft of August 1951.) 

Hawaii 

Honolulu.-Overcrowding, after due notice by the Board of Health 
or its agent has been given for its abatement. Overcrowding is cal
culated by the cubic feet of space in a room. Each adult shall be pro
vided with 400 cubic feet and each child under 12 years of age 200 
cubic feet of air space. In ca.lculating the volume of a room, any por
tion with a ceiling heigllt of less tllan seven feet or any portion above 
a wall height of ten feet shall be disregarded. (Sec. 3.07, Honolulu 
Housing Code, Working Draft (Undated).) 

M (J,8aac husetta 

Oamhridge.-In every dwelling unit of two or more rooms every 
room occupied for 81eeping purposes shall contain at least 70 sq. ft. of 
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floor space for one occupant and for two or more occupants there shall

be 50 sq. ft. of floor space for each occupant thereof. (Sec. 8, Housing

Code, Preliminary Draft of 1952.)

Minnesota

St. Paul.â��Every room used for living or sleeping shall contain not

less than 600 cubic feet of air space for each person 12 years old or

older occupying the room and 400 cubic feet of air space for each

child under 12 years of age occupying the room. (Art. V, sec. 3, Pro-

posed Housing Code, Draft of 1944.)

New York

Binghamton.â��No person shall occupy or let to another for occu-

pancy any dwelling or dwelling unit, for the purpose of living therein,

which does not comply with the following requirements:

Every dwelling unit shall contain at least 150 square feet of -floor

space for the first occupant thereof and at least 100 additional square

feet of floor space for every additional occupant thereof, the floor

space to be calculated on the basis of total habitable room area.

In every dwelling unit of two or more rooms, every room occupied

for sleeping purposes by one occupant shall contain at least 70 square

feet of floor space, and every room occupied for sleeping purposes by

more than one occupant shall contain at least 50 square feet of floor

space of each occupant thereof. (Sec. 8, Proposed Housing Ordinance

(Undated).)

Pennsylvania

Philadelphia.â��Every dwelling unit shall contain at least one hun-

dred and fifty square feet of habitable floor area for the first occu-

pant, at least one hundred square feet of additional habitable floor

area for each of the next three occupants, and at least seventy-five

square feet of additional habitable floor area for each additional oc-

cupant. (Sec. 7, Proposed Housing Code, Draft of June 1953.)

Rankin Borough.â��Every dwelling unit shall contain at least 150

square feet of floor area for the first occupant thereof and at least 100

additional square feet of floor area for every additional occupant,

except that every building or structure occupied as a dwelling shall

contain a total floor area of at least * square feet. The floor

area shall be calculated on the basis of total habitable room area.

Every habitable room in a dwelling unit located in a multiple dwelling

covered by the Acts of March 25,1903, P. L. 54, sections 5 and 6, and

March 30, 1903, P. L. 110, section 5, shall conform with the air space

requirements of those laws.

*To be determined later.
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floor space for one occupant and for two or more occupants there shall 
be 50 sq. ft. of floor space for each occupant thereof. (Sec. 8, Housing 
Code, Preliminary Draft of 1952.) 

Minnesota 

St. Paul.-Every room used for living or sleeping shall contain not 
less than 600 cubic feet of air space for each person 12 years old or 
older occupying the room and 400 cubic feet of air space for each 
child under 12 years of age occupying the room. (Art. V, sec. 3, Pro
posed Housing Code, Draft of 1944.) 

New York 

Binghamton.-No person shall occupy or let to another for occu
l)ancy any dwelling or dwelling unit, for the purpose of living therein, 
which does not comply with the following requirements: 

Every dwelling unit shall contain at least 150 square feet of floor 
space for the first occupant thereof and at least 100 additional square 
feet of floor space for every additional occupant thereof, the floor 
space to be calculated on the basis of total habitable room area. 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one occupant shall contain at least 50 square feet of floor 
space of each occupant thereof. (Sec. 8, Proposed Housing Ordinance 
(Undated).) 

Pennsylvania 

Philadelphia.-Every dwelling unit shall contain at least one hun
dred and fifty square feet of habitable floor area for the first occu
!)ant, at least one hundred square feet of additional habitable floor 
area for each of the next three occupants, and at least seventy-five 
square feet of additional habitable floor area for each additional oc
cupant. (Sec. 7, Proposed Housing Code, Draft of June 1953.) 

Rankin Borough.-Every dwelling unit shall contain at least 150 
square feet of floor area for the first occupant thereof and at least 100 
additional square feet of floor area for every additional occupant, 
except that every building or structure occupied as a dwelling shall 
contain a total floor area of at least ________ * square feet. The floor 
area shall be calculated on the basis of total habitable room area. 
Every habitable room in a d,Yelling unit located in a multiple dwelling 
covered by the Acts of March 25, 1903, P. L. 54, sections 5 and 6, and 
l\larch 30, 1903, P. L. 110, section 5, shall conform with the air space 
requirements of those laws. 

*To be determined later. 
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Every room occupied for sleeping purposes shall contain a total

floor area adequate for the protection of the health of the occupants.

The Director may prohibit the occupancy of any room for sleeping

purposes when he determines that the total floor area of the room is

inadequate. Any room occupied for sleeping purposes in a multiple

dwelling covered by the Acts of March 25, 1903, P. L. 54, sections 5

and 6, and March 30, 1903, P. L. 110, section 5, shall conform with

the air space requirements of those laws. (Sec. 822, Proposed Bor-

ough Housing Code (Undated).)

Rhode Island

Providence.â��Every dwelling unit shall contain at least 150 square

feet of floor space for the first occupant thereof and at least 100 addi-

tional square feet of floor space for every additional occupant thereof,

the floor space to be calculated on the basis of total habitable room

area.

In every dwelling unit of two or more rooms, every room occupied

for sleeping purposes by one occupant shall contain at least 70 square

feet of floor space, and every room occupied for sleeping purposes by

more than one person shall contain at least 50 square feet of floor space

for each occupant thereof. (Sec. 8, Minimum Standards Housing

Ordinance, Draft of June 23, 1953.)

State Laws and Regulations

California.â��In every apartment in an apartment house at least one

room shall contain not less than 120 square feet of superficial floor

area, and every other room shall contain not less than 90 square feet

of superficial floor area.

Each guest room in an hotel shall contain not less than 90 square

feet of superficial floor area. However, the superficial floor area in

the room may be not less than 70 square feet if:

The required aggregate window area in the room is not less than 16

square feet;

It is not occupied or designed for occupancy by more than one

person.

Each room in a dwelling designed, built, or intended for sleeping

purposes shall contain not less than 80 square feet of superficial floor

area. (Ch. 11, State Housing Act of California, 1951.)

Connecticut.â��If a room in a tenement, lodging or boarding house

shall be overcrowded, the board of health may order the number of

persons sleeping or living in such room to be so reduced that there shall

not be less than five hundred cubic feet of air to each person over twelve

years of age, and three hundred cubic feet of air to each child under
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Every room occupied for sleeping purposes shall contain a total 
floor area adequate for the protection of the health of the occupants. 
The Director may prohibit the occupancy of any room for sleeping 
purposes when he determines that the total floor area of the room is 
inadequate. Any room occupied for sleeping purposes in a multiple 
dwelling covered by the Acts of March 25, 1903, P. L. 54, sections 5 
and 6, and March 30, 1903, P. L. 110, section 5, shall conform with 
the air space requirements of those laws. (Sec. 822, Proposed Bor
ough Housing Code (Undated).) 

Rhode Island 

Providence.-Every dwelling unit shall contain at least 150 square 
feet of floor space for the first occupant thereof and at least 100 addi
tional square feet of floor space for every additional occupant thereof, 
the floor space to be calculated on the basis of total habitable room 
area. 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one person shall contain at least 50 square feet of Hoor space 
for each occupant thereof. (Sec. 8, Minimum Standards Housing 
Ordinance, Draft of June 23, 1953.) 

STATE LAWS AND REGULATIONS 

Oalifornia.-In every apartment in an apartment house at least one 
room shall contain not less than 120 square feet of superficial floor 
area, and every other room shall contain not less than 90 square feet 
of superficial Hoor area. 

Each guest room in an hotel shall contain not less than 90 square 
feet of superficial floor area. However, the superficial floor area in 
the room may be not less than 70 square feet if : 

The required aggregate window area in the room is not less than 16 
square feet; 

It is not occupied or designed for occupancy by more than one 
person. 

Each room in a dwelling designed, built, or intended for sleeping 
purposes shall contain not less than 80 square feet of superficial floor 
area. (Ch. 11, State Housing Act of California, 1951.) 

OonnectWut.-If a room in a tenement, lodging or boarding house 
shall be overcrowded, the board of llealth may order the number of 
persons sleeping or living in such room to be so reduced that there shall 
not be less than five hundred cubic feet of air to each person over twelve 
years of age, and three hundred cubic feet of air to each child under 
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twelve years of age, occupying such room. (Sec. 4053, Public Health

Statutes of 1950.)

Iowa.â��If any room in a dwelling is overcrowded the health officer

may order the number of persons sleeping or living in said room to be

so reduced that there shall be not less than four hundred cubic feet of

air to each adult and two hundred cubic feet of air to each child

under twelve years of age occupying such room. (Sec. 413.77, Housing

Law of Iowa, 1946.)

Massachusetts.â��The number of occupants of any dwelling unit

shall be less than the number which would result in such overcrowding

as to make the unit unfit and which might result in its being a cause of

sickness or a nuisance. Violation of any of the following standards

constitutes such overcrowding:

Dwelling units consisting of more than one room shall have a total

area, exclusive of passageways, storage space, and bathrooms, of at

least ninety (90) square feet per occupant up to and including four

persons and an additional sixty (60) square feet per additional occu-

pant thereof.

In computing the total floor area, only that portion of an attic room

shall be counted which has a clear height of at least five (5) feet under

a pitched roof or seven (7) feet under a flat roof. No room shall be

used for sleeping purposes unless it contains fifty (50) square feet of

floor area for each user.

A light-housekeeping dwelling unit or a rooming unit used for both

living and sleeping purposes shall have not less than ninety (90)

square feet of floor area per occupant unless a common living room of

at least one hundred and eighty (180) square feet with fifteen (15)

square feet additional floor area for each such unit above the first ten,

is provided in the building. Where a common room is so provided, a

one-room light-housekeeping dwelling or rooming unit shall have not

less than eighty (80) square feet of floor area, and shall have not less

than sixty (60) square feet of floor area per accupant. (Laws Relat-

ing to Public Health, 1948.)

Michigan.â��No bedroom or room used as a bedroom in any class "b"

multiple dwelling shall be so occupied as to provide less than 500

cubic feet of air space per occupant, exclusive of the cubic air space

of bathrooms, toilet rooms and closets. No room, suite, or group of

rooms, comprising a family dwelling unit, in any single, 2 family or

class "a" multiple dwelling shall be so occupied as to provide less than

800 cubic feet of air space per occupant exclusive of the cubic air space

of bathrooms, toilet rooms and closets. No bedroom or room used as

a bedroom in any single, 2 family or class "a" multiple dwelling shall

be so occupied as to provide less than 300 cubic feet of air space per
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twelve years of age, occupying such room. (Sec. 4053, Public Health 
Statutes of 1950.) 

lowa.-If any room in a dwelling is overcrowded the health officer 
may order tIle number of persons sleeping or living in said room to be 
so reduced that there shall be not less than four hundred cubic feet of 
air to each adult and two hundred cubic feet of air to each child 
under twelve years of age occupying such room. (Sec. 413.77, Housing 
Law of Iowa, 1946.) 

M Q,8sachusetts.-The number of occupants of any dwelling unit 
shall be less tllan the number which would result in such overcrowding 
as to Inake the unit unfit and which might result in its being a cause of 
sickness or a nuisance. Violation of any of the following standards 
constitutes such overcrowding: 

Dwelling units consisting of more than one room shall have a total 
area, exclusive of passageways, storage space, and bathrooms, of at 
least ninety (90) square feet per occupant up to and including four 
persons and an additional sixty (60) square feet per additional occu
pant thereof. 

In computing the total floor area, only that portion of an attic room 
shall be counted which has a clear height of at least five (5) feet under 
a pitched roof or seven (7) feet under a flat roof. No room shall be 
used for sleeping purposes unless it contains fifty (50) square feet of 
floor area for each user. 

A light-housekeeping dwelling unit or a rooming unit used for both 
living and sleeping purposes shall have not less than ninety (90) 
square feet of floor area per occupant unless a common living room of 
at least one llundred and eighty (180) square feet with fifteen (15) 
square feet additional floor area for each such unit above the first ten, 
is provided in the building. Where a common room is so provided, a 
one-room light-housekeeping dwelling or rooming unit shall have not 
less than eighty (80) square feet of floor area, and shall have not less 
than sixty (60) square feet of floor area per accupant. (Laws Relat
ing to Public Health, 1948.) 

M ichigan.-N 0 bedroom or room used as a bedroom in any class "b" 
mUltiple dwelling shall be so occupied as to provide less than 500 
cubic feet of air space per occupant, exclusive of the cubic air space 
of bathrooms, toilet rooms and closets. No room, suite, or group of 
rooms, comprising a family dwelling unit, in any single, 2 family or 
class "a" multiple dwelling shall be so occupied as to provide less than 
800 cubic feet of air space per occupant exclusive of the cubic air space 
of bathrooms, toilet rooms and closets. No bedroom or room used as 
a bedroom in any single, 2 family or class "a" multiple dwelling shall 
be so occupied as to provide less than 300 cubic feet of air space per 
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occupant, exclusive of the cubic air space of bathrooms, toilet rooms

and closets. (Sec. 2571, Housing Law of Michigan, 1939.)

Mi/rmesota.â��If any room in a dwelling is overcrowded, the com-

missioner of health may order the number of persons sleeping or liv-

ing in the room to be so reduced that there shall be not less than 600

cubic feet of air to each adult and 400 cubic feet of air to each child

under 12 years of age occupying such room.

The commissioner of health may prescribe conditions under which

lodgers or boarders may be taken in dwellings and may prohibit the

letting of lodgings therein. (Sec. 460.61, Minnesota Housing Act,

1927.)

New Hampshire.â��Every room occupied for sleeping purposes by

one person shall contain a minimum of 70 square feet of floor space,

and every room occupied for sleeping purposes by more than one per-

son shall contain a minimum of 50 square feet of floor space for each

occupant thereof. Every room occupied for sleeping purposes shall

have a clear ceiling height of at least seven feet six inches over eighty-

five percent of the floor area, and that part of any sleeping room where

the ceiling height is less than five feet shall not be considered as part

of the floor area in computing the total floor area of the room for the

purpose of determining the maximum occupancy. (Sec. C, Reg. 5-53,

Sanitary Laws and Eegulations, 1953.)

New Jersey.â��No room in any tenement house shall be so over-

crowded that there shall be afforded less than four hundred cubic feet

of air to each adult, and two hundred cubic feet of air to each child

under twelve years of age, occupying such room. (Sec. 55: 6-14, New

Jersey Tenement House Act, 1937.)

New York.â��Every room in every multiple dwelling, whenever

erected, shall have at least four hundred cubic feet of air for each per-

son twelve years of age or older, and two hundred cubic feet of air for

each child under twelve years of age, occupying such room. No room

shall have sleeping accommodations for more persons than can be ac-

commodated in conformity with this provision. (Sec. 31, New York

State Multiple Dwelling Law, 1952.)
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occupant, exclusive of the cubic air space of bathrooms, toilet rOOD1S 
and closets. (Sec. 2571, Housing Law of Michigan, 1939.) 

Minnesota.-If any room in a dwelling is overcrowded, the com
missioner of health may order the number of persons sleeping or liv
ing in the room to be so reduced that there shall be not less tllan 600 
cubic feet of air to each adult and 400 cubic feet of air to each child 
under 12 years of age occupying such room. 

The commissioner of health may prescribe conditions under which 
lodgers or boarders may be taken in dwellings and may prohibit the 
letting of lodgings therein. (Sec. 460.61, Minnesota Housing Act, 
1927.) 

New Hampshire.-Every room occupied for sleeping purposes by 
one person shall contain a minimum of 70 square feet of floor space, 
and every room occupied for sleeping purposes by more than one per
son shall contain a minimum of 50 square feet of floor space for each 
occupant thereof. Every room occupied for sleeping purposes shall 
have a clear ceiling height of at least seven feet six inches over eighty
five percent of the floor area, and that part of any sleeping room where 
the ceiling height is less than five feet shall not be considered as part 
of the floor area in computing the total floor area of the room for the 
purpose of determining the maximum occupancy. (Sec. C, Reg. 5-53, 
Sanitary Laws and Regulations, 1953.) 

New Jersey.-No room in any tenement house shall be so over
crowded that there shall be afforded less than four hundred cubic feet 
of air to each adult, and two hundred cubic feet of air to each child 
under twelve years of age, occupying such room. (Sec. 55: 6-14, New 
Jersey Tenement House Act, 1937.) 

New York.-Every room in every multiple dwelling, whenever 
erected, shall have at least four hundred cubic feet of air for each per
son twelve years of age or older,. and two hundred cubic feet of air for 
each child under twelve years of age, occupying such room. No room 
shall have sleeping accommodations for more persons than can be ac
commodated in conformity with this provision. (Sec. 31, New York 
State Multiple Dwelling Law, 1952.) 
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Exhibit 6

memorandum

November 18, 1953.

To: Mr. James W. Kouse, Chairman, Subcommittee on Urban Re-

development, Redevelopment Rehabilitation and Conservation,

President's Advisory Committee on Housing.

From: J. W. Follin, Director, Division of Slum Clearance and Urban

Redevelopment, HHFA, OA.

Subject: Information on Standards Pertaining to Planning, Codes

and Rehabilitation.

(Attention: Carl Feiss.)

In response to Mr. Feiss' verbal request to Messrs. Barnhart and

Merrill of our Planning and Engineering Branch on November 5,

there are transmitted herewith statements concerning the provisions

of the Housing Act of 1949 and the 1954 Appropriation Act relative

to codes and regulations, rehabilitation, and local planning, how the

provisions are administered, delays in completing general plan and

codes documentation, some accomplishments to date, and methods of

establishing Federal and local objectives, and standards for assisting

and integrating all elements of slum elimination and prevention

programs.

Attachment.

LOCAL PLANNING, CODE ENFORCEMENT, AND RE-

HABILITATION REQUIREMENTS AND ANALYSIS IN

THE SLUM CLEARANCE AND URBAN REDEVELOP-

MENT PROGRAM

I. Suggestions and Recommendations tor Improvements

A. Codes and Regulations.â��Code enforcement, rehabilitation,

neighborhood conservation, slum clearance and redevelopment are all

measures directed toward the common objectives of conserving and

improving the housing supply of the Nation and making our cities

better places in which to live. A sound general plan for the develop-

ment of the locality as a whole and a vital continuing city planning

program are essential to the coordination of planning and action

necessary for attainment of those objectives. Some method must be

found for impressing these facts upon the cities and for expanding the
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EXHIBIT 6 

MEMORANDUM 

NOVEMBER 18, 1953. 
To: Mr. James W. Rouse, Chairman, Subcommittee on Urban Re

development, Redevelopment Rehabilitation and Conservation, 
President's Advisory Committee on Housing. 

From: J. W. Follin, Director, Division of Slum Clearance and Urban 
Redevelopment, HHF A, OA. 

Subject: Information on Standards Pertaining to Planning, Codes 
and Rehabilitation. 

(Attention: Carl Feiss.) 
In response to Mr. Feiss' verbal request to Messrs. Barnhart and 

Merrill of our Planning and Engineering Branch on November 5, 
there are transmitted herewith statements concerning the provisions 
of the Housing Act of 1949 and tIle 1954 Appropriation Act relative 
to codes and regulations, rehabilitation, and local planning, how the 
provisions are administered, delays in completing general plan and 
codes documentation, some accomplishments to date, and methods of 
establishing Federal and local objectives, and standards for assisting 
and integrating all elements of slum elimination and prevention 
programs. 

Attachment. 

LOCAL PLANNING, CODE ENFORCEMENT, AND RE
HABILITATION REQUIREMENTS AND ANALYSIS IN 
THE SLUM CLEARANCE AND URBAN REDEVELOP
MENT PROGRAM 

I. SUGGESTIONS AND RECOMMENDATIONS FOR IMPROVEMENTS 

A. Oodes and Regulations.-Code enforcement, rehabilitation, 
neighborhood conservation, slum clearance and redevelopment are all 
measures directed toward the common objectives of conserving and 
improving the housing supply of the Nation and making our cities 
better places in which to live. A sound general plan for the develop
ment of the locality as a whole and a vital continuing city planning 
program are essential to the coordination of planning and action 
necessary for attainment of those objectives. Some method must be 
found for impressing these facts upon the cities and for expanding the 
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facilities of private organizations of the Nation which are qualified

and equipped to assist local governments in strengthening their

planning administration and improving their codes and regulations

relative to adequate standards of health, safety and occupancy of

dwellings, as well as methods of code administration, inspection and

enforcement.

As soon as practicable the HHFA should adopt a policy of requir-

ing, as a prerequisite of approval of any application for financial

assistance under Title I, that the governing body of a locality certify

and furnish supporting evidence with such certification that:

1. The locality has undertaken a positive plan and program directed

toward the ultimate objectives of elimination and prevention of slums

and blighted areas in the community through all practicable measures.

2. The locality is taking necessary steps to prevent deterioration

of the neighborhood in which the redevelopment project is located

and to promote rehabilitation in the neighborhood where necessary

and feasible.

Such a program would of necessity be long-range in nature and

would embrace the following elements:

1. Adoption, improvement and modernization of local codes and

regulations to encourage the reduction of housing costs and prevent

the spread or recurrence of slums and blighted areas.

2. Formulation and execution of plans and programs for the con-

servation and improvement of neighborhoods in accordance with the

General Plan of the locality by:

(a) Elimination and prevention of conditions of blight and of

overcrowding in dwellings, and the rehabilitation or clearing of sub-

standard properties, through vigorous and continuous enforcement

of adequate local regulations and standards, and cooperation of prop-

erty owners and investors;

(6) Needed public improvement of streets, utilities, facilities, and

services in areas which are deteriorating or threatened with deteriora-

tion;

(o) Rezoning of areas improperly zoned and replatting of vacant

land where necessary;

(d) Clearance of slums and blighted areas by the removal or dem-

olition of structures where a rehabilitation program is impracti-

cable; and

(e) Redevelopment of the cleared sites for appropriate private or

public use;

(/) Relocation in healthful, safe, and sanitary dwellings of fami-

lies displaced by code enforcement efforts or by programs for rehabili-

tation of dwellings.
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facilities of private organizations of the Nation which are qualified 
and equipped to assist local governments in strengthening their 
planning administration and improving their codes and regulations 
relative to adequate standards of health, safety and occupancy of 
dwellings, as well as methods of code administration, inspection and 
enforcement. 

As soon as practicable the IDIF A should adopt a policy of requir
ing, as a prerequisite of approval of any application for financial 
assistance under Title I, that the governing body of a locality certify 
and furnish supporting evidence with such certification that: 

1. The locality has undertaken a positive plan and program directed 
toward the ultimate objectives of elimination and prevention of slums 
and blighted areas in the community through all practicable measures. 

2. The locality is taking necessary steps to prevent deterioration 
of the neighborhood in which the redevelopment project is located 
and to promote rehabilitation in the neighborhood where necessary 
and feasible. 

Such a program would of necessity be long-range in nature and 
would embrace the following elements: 

1. Adoption, improvement and modernization of local codes alld 
regulations to encourage the reduction of housing costs and prevent 
the spread or recurrence of slums and blighted areas. 

2. Formulation and execution of plans and programs for the con
servation and improvement of neighborhoods in accordance with the 
General Plan of the locality by : 

( a) Elimination and prevention of conditions of blight and of 
overcrowding in dwellings, and the rehabilitation or clearing of sub
standard properties, through vigorous and continuous enforcement 
of adequate local regulations and standards, and cooperation of prop
erty owners and investors; 

(b ) Needed public improvement of streets, utilities, facilities, and 
services in areas which are deteriorating or threatened with deteriora
tion; 

«() Rezoning of areas improperly zoned and replatting of vacant 
land where necessary; 

(d) Clearance of slums and blighted areas by the removal or dem
olition of structures where a rehabilitation program is impracti
cable; and 

( e) Redevelopment of the cleared sites for appropriate private or 
public use; 

(I) Relocation in healthful, safe, and sanitary dwellings of fami
lies displaced by code enforcement eBorts or by programs for rehabili
tation of dwellings. 

172 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

B. Local and metropolitan planning.â��The Housing Act of 1949

is the first Federal legislation requiring a determination by the local

governing body that a Federally aided housing project proposal must

conform to the general plan of the locality. Experience with this

provision of the act has demonstrated that the communities are quick

to appreciate the importance of a general plan of the community as

a guide for future development when they see that the Federal Gov-

ernment takes the matter seriously enough to require the existence

of such a plan as a guide to making its determination in granting

financial assistance to the locality. It is also found that the localities

are willing and able to undertake an adequately financed, positive

planning program, when they are made aware of the advantages of

such a program and the relatively low cost involved compared with

the amount of financial assistance they are requesting of the Federal

Government and the total annual expenditures of the community for

public improvements year in and year out.

During the past three decades the number of Federal programs

directly affecting the physical development of our urban communi-

ties has steadily increased. With 2 or 3 notable exceptions there has

been little if any conscious effort on the part of Federal agencies

administering these programs to cope with the local problems created

by the cumulative effect of the Federal programs upon the commu-

nities, and very little concern as to whether the local developments

undertaken with Federal financial assistance were in conformity with

the general plan for the development of the community as a whole.

There are several Federal programs which vitally affect community

development and which to insure most efficient use of Federal funds,

if for no other reason, should include as one of the basic requirements

the existence of an up-to-date general plan of the community, and

conformity of Federal or Federally aided projects with the general

plan. The following are examples: HHFAâ��Slum Clearance and

Urban Kedevelopment, Federal Housing Administration, Public

Housing Administration, Community Facilities and Special Opera-

tions; Department of Commerceâ��Bureau of Public Roads, Civil

Aeronautics Authority; Department of Health, Education and Wel-

fareâ��Hospital Construction, School Construction, Stream Pollution

Abatement Program; Department of Defenseâ��Construction of bases

and other installations and facilities affecting nearby urban areas;

Veterans' Administrationâ��Construction of Hospitals, Veterans'

Housing Program; and the General Services Administrationâ��Con-

struction of Federal buildings by the Public Buildings Service.

The accumulative effect of these programs upon the community is

such as to place upon the Federal Government the responsibility for

actively promoting and encouraging adequate and sustained local
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B. Local aM metropolitan planning.-The Housing Act of 1949 
is the first Federal legislation requiring a determination by the local 
governing body that a Federally aided housing project proposal must 
conform to the general plan of the locality. Experience with this 
provision of the act has demonstrated that the communities are quick 
to appreciate the importance of a general plan of the community as 
a guide for future development when they see that the Federal Gov
ernment takes the matter seriously enough to require the existence 
of such a plan as a guide to making its determination in granting 
financial assistance to the locality. It is also found that the localities 
are willing and able to undertake an adequately financed, positive 
planning program, when they are made aware of the advantages of 
such a program and the relatively low cost involved compared with 
the amount of financial assistance they are requesting of the Federal 
Government and the total annual expenditures of the community for 
public improvements year in and year out. 

During the past three decades the number of Federal programs 
directly affecting the physical development of our urban communi
ties has steadily increased. With 2 or 3 notable exceptions there has 
been little if any conscious effort on the part of Federal agencies 
administering these programs to cope with the local problems created 
by the cumulative effect of the Federal programs upon the commu
nities, and very little concern as to whether the local developments 
undertaken with Federal financial assistance were in conformity with 
the general plan for the development of the community as a whole. 

There are several Federal programs which vitally affect community 
development and which to insure most efficient use of Federal funds, 
if for no other reason, should include as one of the basic requirements 
the existence of an up-to-date general plan of the community, and 
conformity of Federal or Federally aided projects with the general 
plan. The following are examples: HHF A-Slum Clearance and 
Urban Redevelopment, Federal Housing Administration, Public 
Housing Administration, Community Facilities and Special Opera
tions; Department of Commerce-Bureau of Public Roads, Civil 
Aeronautics Authority; Department of Health, Education and Wel
fare-Hospital Construction, School Construction, Stream Pollution 
Abatement Program; Department of Defense-Construction of bases 
and other installations and facilities affecting nearby urban areas; 
Veterans' Administration-Construction of Hospitals, Veterans' 
Housing Program; and the General Services Administration-Con
struction of Federal buildings by the Public Buildings Service. 

The accumulative effect of these programs upon the community is 
such as to place upon the Federal Government the responsibility for 
actively promoting and encouraging adequate and sustained local 
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planning to insure the coordination of the Federal or Federally aided

projects with each other and with local plans for future development,

as well as to insure the existence and use of a plan and a continuing

planning agency as a focal point for consultation and advice in each

community with respect to plans for future development of the

community.

The Federal Government would be justified in providing at least the

financial assistance necessary to initiate, stimulate and encourage local

and metropolitan planning in any community on some matching basis,

through the State planning boards. It is of greater importance, how-

ever, that the Federal Government adopt a firm policy in the matter

with a positive approach and with concerted effort not only in requir-

ing a unified, continuing local and metropolitan planning program

as a requirement for Federal assistance but of helping the locality to

see how they can afford to do the planning job with their own

financing. In other words, this proposal involves the adoption of a

firm policy and implementation of that policy with proper instruc-

tions to all Federal field personnel having contact with local officials

on the above types of programs, with persistent followup as to the

adequacy of local results and some simple system of integrating the

efforts of Federal agencies not only in Washington and field offices

but of the several Federal officials working in a single community.

HHFA is in a position to do more for the orderly and economical

development of the urban communities of the country than any Fed-

eral agency has done to date. Under its programs and authority, in-

cluding the provisions set forth in the statement of Housing Policy in

the Housing Act of 1949, the HHFA is given the opportunity if not

the obligation to take leadership in promoting the adoption of this

policy and in carrying it out. Quoting from the act:

"The Housing and Home Finance Agency and its constituent

agencies, and other departments or agencies of the Federal Govern-

ment * * * shall exercise their powers, functions, and duties under

this or any other law, consistently with the National Housing Policy

declared by this act and in such manner as will facilitate sustained

progress in attaining the national housing objective hereby estab-

lished, and in such manner as will encourage and assist * * * (4) the

development of well-planned, integrated, residential neighborhoods

and development and redevelopment of communities; * * *"

This new coordinated planning approach to the solution of urban

problems by the Federal Government would give new and concrete

meaning to the National Housing Policy. No longer would the Fed-

eral Government neglect its responsibility to encourage sound local

planning and to recognize the integrity of sound local plans locally
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prepared, a responsibility which is implied but not specifically required

by so many Federal aid statutes.

II. What the Laws Provide

The Housing Act of 1949 provides that the policy to be followed

in attaining the National Housing objectives established therein shall

include provision for encouragement and assistance by the Federal

Government to private enterprise and appropriate local public bodies

in meeting the total urban and rural housing needs, through the pro-

duction of housing of sound standards at lower costs, elimination of

substandard and other inadequate housing through clearance of

slums and blighted areas, provision of adequate housing for low-

income families, development and redevelopment of communities,

and development of well-planned integrated residential neighbor-

hoods.

Under section 101 (a) of the Housing Act of 1949, as amended, the

Administrator is required to "give consideration to the extent to which

appropriate local public bodies have undertaken positive programs

* * * for preventing the spread or recurrence, in such community,

of slums and blighted areas through the adoption, improvement, and

modernization of local codes and regulations relating to land use and

adequate standards of health, sanitation, and safety for dwelling

accommodations."

Section 101 (b) of the Housing Act of 1949 provides that the

Administrator, in extending financial assistance under Title I, shall,

"Encourage the operations of such local public agencies as are estab-

lished on a State, or regional (within a State), or unified metropolitan

basis, or as are established on such other basis as permits such agencies

to contribute effectively toward the solution of community develop-

ment or redevelopment problems on a State, or regional (within a

State), or unified metropolitan basis."

Section 105 (a) of the Housing Act of 1949 provides that contracts

for financial aid shall require that "the redevelopment plan conforms

to a General Plan for the Development of the locality as a whole."

While the term "General Plan" is not defined in Title I, the legis-

lative history of, and provisions in Title I indicate that on or before

the date of approval of a redevelopment plan by the governing body

of the locality such a general plan must be in existence and that the

general plan must encompass overall planning for the locality as a

whole prescribing local objectives as to land uses and improvement

of traffic, public transportation, public utilities, recreational and com-

munity facilities and other public improvements.
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The First Independent Offices Appropriation Act, 1954, contains

the following pertinent provisos:

That before approving any local slum clearance program * * * the Admin-

istrator shall give consideration to the efforts of the locality to enforce local

codes and regulations relating to adequate standards of health, sanitation and

safety for dwellings and

To the feasibility of achieving slum-clearance objectives through rehabilita-

tion of existing dwellings and areas.

That the authority under Title I of the National Housing Act shall be used

to the utmost in connection with slum rehabilitation needs.

III. How the Legal Provisions Are Administered

These legal provisions are administered by DSCUK. through its

review and approval or disapproval of applications for Federal finan-

cial assistance submitted by properly authorized local public agencies

participating in the program, under Title I of the Housing Act of

1949. In support of their applications the local public agencies are

required to submit documentary evidence as to (a) the adoption, im-

provement, modernization, and enforcement of codes, regulations, and

laws relating to land use and adequate standards of health, safety,

sanitation, and occupancy of dwelling accommodations; (b) the feas-

ibility of achieving slum clearance objectives in the area covered by

the application through the rehabilitation of existing dwellings and

the area; and (c) status and use of the general plan of the locality as

a whole.

A. Codes and regulations.â��The evidence required with respect to

regulatory measures includes: (a) copy of each pertinent regulatory

measure currently in force, such as zoning, land subdivision, building,

housing, etc.; (b) a signed statement from the mayor (or city man-

ager) of the locality outlining the positive programs in force in such

community for the enforcement of local codes and regulations relating

to adequate standards of health, sanitation and safety for dwellings

including particularly occupancy standards. This statement is re-

quired to describe the authority, methods, machinery, personnel, and

funds utilized in such programs including:

(a) A brief description of the present organization for the adminis-

tration and enforcement of such local codes and regulations, the

personnel or staff therefor, the funds provided and the methods or

practices pursued in enforcement. Details are requested respecting

the number of cases which, during the last year (calendar or fiscal)

have been cited as being in violation of such codes and regulations

and respecting the disposition of such cases.

(5) A brief description of the community's future program, if

any, for the adoption, improvement, and modification of such codes
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and regulations and for the implementation or expansion of the

community's enforcement efforts.

(c) The steps taken and to be taken to effect the proper relocation

of any families that may be displaced by such enforcement efforts,

particularly through the elimination of overcrowding and insanitary,

unhealthful, and unsafe conditions of occupancy.

(d) Conclusions with respect to the sufficiency and effectiveness of

present enforcement efforts and also of any positive programs for

the future.

B. Feasibility of rehabilitation.â��The evidence required with re-

spect to feasibility of rehabilitation of dwellings and areas is a resolu-

tion adopted or a statement approved by the LPA's governing board

reciting findings and conclusions as to the feasibility of achieving

slum clearance objectives in the project area covered by an application

through the rehabilitation of existing dwellings and the area. Appli-

cants are advised that such resolution or statement should deal gener-

ally with structural condition of the property and the practicability

of rehabilitation at a reasonable cost; should recite what local determi-

nations, findings, and recommendations have been made respecting

the necessity for clearing the area for redevelopment and the suit-

ability for rehabilitation of the dwellings or area; should be accom-

panied by any pertinent evidence and data.

If it is concluded that rehabilitation, even if otherwise practicable,

is not feasible because the elimination of residential uses in the project

area constitutes the community's principal slum clearance objective,

the supporting data must show that the demolition or clearance of

the dwellings is essential for the achievement of such objective and

that the continuance of existing residential uses is fraught with danger

to the well-being of the community.

C. Administrative policies relating to code enforcement and re-

habilitation.â��It is the policy of the HHFA that with respect to codes

and their enforcement the LPA must submit (1) with the survey

and planning application, the mayor's statement showing that enforce-

ment is or will be satisfactory and (2) with preliminary project

report, evidence of actual accomplishments. Loan and grant con-

tracts will require continuance of effective enforcement efforts.

If the existing positive program of code enforcement in a commu-

nity is inadequate or ineffectual and if it further appears that there is

little likelihood that the status of the enforcement program can be

raised to a satisfactory level by any proposed positive programs, the

application for Title I assistance will be rejected until the enforce-

ment situation has been placed on a satisfactory basis.

If the enforcement situation is satisfactory or there seems to be

definite indication that the enforcement situation can and will be im-
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proved through proposed positive programs of enforcement, then the

application will be cleared so far as code enforcement is concerned.

However, evidence of actual accomplishments in the enforcement of

codes and regulations relating to health, sanitation and safety will be

required as a condition to making funds available for final planning

activities.

Specific requirements will be included in loan and capital grant or

capital grant only contracts, such as (a) continuance of effective code

enforcement activities throughout the community; (&) concentrated

enforcement activities in the project area, especially the elimination

of overoccupancy and the closing up of unsanitary and unsafe struc-

tures in advance of land acquisition and as a means of reducing the

cost thereof, appropriately implemented with a relocation program

meeting our established policies; and (c) concentrated enforcement

activities, including rehabilitation and repairs in the area surround-

ing and immediately adjacent to the project area as a means of

preventing slum conditions from spreading or creeping into the

redeveloped area.

It is also the policy of the HHFA that for approval of a project

application the LPA must show that the objectives of Title I cannot

be achieved by rehabilitation and if conclusive evidence is not already

available, preliminary planning funds may be advanced to gather it.

Final planning may be approved only for areas or parts of areas

where rehabilitation is not feasible without Title I aid.

If it be determined that the slum clearance objectives can be accom-

plished by rehabilitation, then Title I funds would be denied.

With respect to applications for advances for preliminary plans and

surveys, satisfactory evidence or authoritative opinions as to the feasi-

bility of rehabilitation frequently may not be available at the stage of

the filing of such application. Evidence as to the feasibility of rehabil-

itation in a project area usually cannot be procured without expen-

sive and time-consuming surveys and studies which the locality may

be unable to undertake without financial assistance. Accordingly, in

view of the emphasis placed upon rehabilitation in the congressional

enactment, an advance of funds in the preliminary survey and plan-

ning stage to a local public agency for the purpose of ascertaining the

feasibility of rehabilitation may be justified. If upon the completion

of such study it appears that rehabilitation is feasible, then the proj-

ect would be forthwith terminated as a redevelopment project. On

the other hand, if the slum clearance objectives can be attained only

through clearance operations, then the project would be carried into

the final advance stage of planning, provided other requirements have

been met.
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It is anticipated that many projects may involve both clearance

and rehabilitation. In such cases it would be required that the clear-

ance operations be confined solely to such structures and areas the

rehabilitation of which is not feasible in the light of the slum clear-

ance objectives of the community. Joint clearance and rehabilitation

undertakings involving rehabilitation to the fullest extent feasible

will carry out the congressional intent and may materially reduce

costs and the amount of Federal participation.

D. Financial aid through FHA.â��As mentioned above the First

Independent Offices Appropriation Act, 1954 also contains the proviso,

"That, the authority under Title I of the National Housing Act shall

be used to the utmost in connection with slum rehabilitation needs."

Title I of the National Housing Act pertains to renovation and

modernization loans administered by the FHA. The feasibility of

achieving slum clearance objectives through rehabilitation is depend-

ent, in part, upon the availability of funds for renovation and modern-

ization of structures and, therefore, FHA's review of its Title I

program to determine its proper role in connection with the rehabili-

tation program is desirable.

E. General plan of the locality.â��Section 105 (a) of Title I provides

that contracts for financial aid shall require that the approval of the

redevelopment plan for a project area by the local governing body

shall include findings that "the redevelopment plan conforms to a

general plan for the development of the locality as a whole." Section

110 (b), in defining a redevelopment plan for a project, states that such

plan, among other requirements, shall be sufficiently complete "to

indicate its relationship to definite local objectives as to appropriate

land-uses and improved traffic, public transportation, public utilities,

recreational and community facilities, and other public improve-

ments." It is required, therefore, that there shall be such a general

plan which covers these local objectives and which is recognized and

used by the local governing body; and that it shall be in existence at

the time the local public agency submits the redevelopment plan for

a project area to the local governing body for its approval.

The provisions of the act make it clear that slum clearance and

urban redevelopment projects assisted under Title I must be based on

sound community planning. The objectives of Title I can be assured

and projects for which Federal funds are made available will be ade-

quately protected from blight only when the community in which a

project is located has a general plan and a positive and continuing

planning program which serves to guide the development of the

locality and its component parts. Thus the Administrator has the

responsibility of assuring that such projects are carried out within the

framework of adequate community planning.
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The broad objective of a general plan is to guide the future develop-

ment and growth of a community in such a manner as to make it a

better place in which to live and work. A well-coordinated general

plan will provide a framework for healthy development of the com-

munity and prevent the development and recurrence of slum and

blighted conditions. The community's planning program must in-

clude the preparation and use of a general plan for the locality as a

whole, against which any proposed development or redevelopment

project can be viewed. Furthermore, in view of the present defense

emergency, it is imperative that the impact of national defense and

local civil defense needs and requirements on community planning be

taken into account.

Before the local public agency seeks approval of the redevelopment

plan for a project by the local governing body, there must be in

existence a general plan for the development of the locality as a

whole which meets certain requirements of the DSCUR and it must

be submitted with the redevelopment plan for review by the Division.

While these requirements cannot be set forth in the form of a detailed

specification for a general plan that would be applicable to every com-

munity, because communities' needs, size, complexity, and problems

vary, nevertheless the Division must be assured that certain minimum

objectives have been met: (1) There must be a general plan which

contains the three major parts and certain elements as described in

section 4, of the Local Public Agency Manual covering the physical

layout of the locality, programs for the development and redevelop-

ment of the locality, and regulatory controls; (2) the planning pro-

gram must provide for a continuity of planning in line with sound

community planning principles and objectives; and (3) the general

plan must provide assurance that any project assisted under Title I

will be adequately protected from blight.

The general plan documentation submitted by the LPA includes

the following:

(a) The general plan, including information with respect to the

adoption of the plan or any of its parts or elements by the local

planning commission or by the local governing body, as may be pro-

vided in local or State enabling legislation.

(b) A statement describing the organization and functions of the

local planning agency, including size of staff and budget.

(c) A summary of the work program of the local planning agency,

including the work scheduled to be undertaken, as well as work

underway.

(d) Evidence of the use of the general plan, describing the prac-

tices followed by public or private agencies in relating their work
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to the general plan, and in the review of development, public or

private, by the local planning agency.

(e) A statement describing the overall slum clearance and rede-

velopment program of the community.

At the time the local public agency submits to the Division its first

application for financial assistance, there is required to be submitted,

as a minimum toward meeting the foregoing requirements, a report on

the status of the general plan. The report includes a statement as to

whether there is a general plan for the development of the locality as

a whole, description of the use being made of the general plan, and the

status of any State, regional or metropolitan area planning and de-

velopment agencies or activities. On Form H-682 is reported the

status of the major elements of the general plan which have been or

are being prepared or revised and whether submitted to the Division.

Submission of a copy of each available element is also required.

If a general plan does not exist, or if any of the major plan elements

do not exist, at the time the LPA submits its initial application for

financial assistance, satisfactory assurance must be furnished that the

requirements of Title I with respect to the general plan will be met.

This assurance may take the form of a statement of the steps which

the community has taken and proposes to take in order to meet the

general plan objectives of the program, a copy of the work program

and time schedule adopted by the local planning agency for the com-

pletion of the major elements of the general plan, and a statement as

to funds, staff and other resources available or to be made available for

carrying out the program to meet the general plan requirements of

the Title I program.

Once the documentation has been submitted by the LPA, it is neces-

sary to submit supplementary information only to reflect additions

and changes. If the LPA has not previously complied with the

general plan requirements, it must submit the general plan before

it seeks approval of the redevelopment plan by the local governing

body.

The development of a general plan and the conduct of a community-

wide planning program are not the responsibility of the local public

agency (except where the agency is a municipality or has been given

the authority to undertake such planning), and are not activities that

may be financed with advances of funds or loans under Title I. Never-

theless, it is necessary that the local public agency understand the

problems and work involved in community planning so that it may be

able to carry out its work more effectively in its general day-to-day

operations as well as in the specific tasks of obtaining and presenting

information required in support of its requests for financial aid.
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F. Review of documentation submitted.â��In considering the local-

ity's accomplishments toward the objectives of section 101 (a) of Title

I and of the above-mentioned provisions of the 1954 Appropriation

Act, Division staff reviews the regulations and other documentation

submitted by the LPA and summary reports of findings are prepared

for consideration by the staff, the Director and the Administrator.

These review reports not only provide a record of the extent to which

a locality has adopted those regulations considered essential for con-

trol of local development and building construction and maintenance,

and the adequacy and age of the regulations currently in effect, but

they point out serious deficiencies in the regulations which if not cor-

rected may affect the approval of a loan and grant contract or may

necessitate special provisions in such a contract and in LPA contracts

with redevelopers. The reports also summarize the information sub-

mitted describing existing code enforcement agencies, present en-

forcement efforts and future plans for improvement of codes and en-

forcement efforts and provide a record of progress made in such

improvement during the survey and planning stage. In addition the

reports summarize the findings and conclusions of the LPA as to the

feasibility of achieving slum clearance objectives in the area covered

by an application, through the rehabilitation of existing dwellings and

the area.

Documentation with respect to the general plan of the locality sub-

mitted by the LPA is reviewed by Division staff and summary reports

of findings and conclusions are prepared for consideration by the

staff, the Director and the Administrator in passing on project appli-

cations and determining the conformity of the redevelopment plan

with the general plan. The review by the division of a general plan

at any particular stage in the local slum clearance and urban re-

development program will take into account the kind of local plan-

ning program which exists in the community, the organization of

local planning activities, the character and scope of these activities,

the extent to which the general plan has been developed in its various

elements, the extent to which it is systematically being expanded and

revised to meet the changing needs and problems of the community,

and the extent to which the plan is being used as a guide for the

development of the locality as a whole.

IV. Reasons for Delays in Completing Codes and General Plan

Documentation

Delays in Division approval of project applications, due to require-

ments respecting codes and their enforcement, have occurred in con-

nection with (a) an occasional application where final approval was
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withheld until the locality had submitted the necessary information

to satisfy the requirements of Section 101 (a) of the act and (b) those

applications of all types which were pending on July 1, 1953, the

final approval of which was withheld until submission by the locali-

ties of additional information to enable the Administrator to comply

with the mandate of Congress in the First Independent Offices Appro-

priation Act, 1954 referred to above. In both types of cases, the defi-

ciencies have been brought to the attention of the local public agency

promptly and the processing of the application has been completed

as rapidly as possible after receipt of the necessary information. Such

delays in connection with new applications are precluded by the more

stringent requirements imposed by revisions of the LPA Manual dur-

ing the past year and by the provisions in the 1954 Appropriation act.

Delays in Division approval of project applications have also oc-

curred when such applications have not been supported by required

documentation with respect to the general plan because it was incom-

plete or not available. These delays have resulted primarily from

failure of the LPA to appreciate the importance of early consultation

with the local planning agency to acquaint it with the require-

ments, or to consult with the city administration concerning creation

of a planning agency where none existed, or delay by the city in

appropriating the funds necessary to enable the planning agency to

prepare or revise the general plan for the locality. While much has

been done to further reduce these delays by revisions which have

been made in requirements and procedures as set forth in the Local

Public Agency Manual, there will continue to be occasional delays for

the above-mentioned reasons, especially in those municipalities where

a vital continuing planning operation has not been established with

adequate budget, staff and technical guidance and vigorous official

and public support.

V. Some Accomplishments to Date

Nearly all the cities in both the planning and development stage

have adopted zoning, land subdivision, and building regulations

although a considerable number need complete revision. There is a

noticeable trend toward the adoption of one of the four nationally

recognized standard building codes and the National Plumbing Code

by reference. One of the principal advantages of such codes is that

they are kept up to date by the code-writing groups. Relatively few

cities have adopted housing regulations as such, establishing standards

of health, sanitation, safety and occupancy of dwellings, but a number

of cities have them under consideration. Several of the localities

which have not adopted subdivision regulations have them under con-
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sideration, although a few such cities in which little vacant land re-

mains for development question the necessity to adopt any. How-

ever, this is not considered a sound position because of the importance

of subdivision regulations in any system of standards for maintain-

ing proper uses of land and adequate housing conditions. Further,

such a position is unsound for such of those cities as adjoin unde-

veloped, unincorporated areas over which the city is authorized by

law to exercise subdivision control.

We have indications that a number of cities are taking steps to

improve one or more of their codes and regulations or to adopt new

codes which are directly traceable to the DSCUK program.

Many of the letters submitted by mayors and city managers indi-

cate the inadequacy of the present code administration and enforce-

ment agencies to cope with the job of bringing substandard dwellings

up to adequate standards of health, safety, sanitation, and occupancy.

The reasons include lack of established standards, sufficient personnel,

necessary funds, proper organization, modern methods of integrated

inspection, reporting and administration and public support. A num-

ber of the letters indicate that steps are being taken or will be taken

to improve enforcement efforts. It is also apparent that very few of

the cities are giving serious attention to the proper relocation of

families displaced by code enforcement efforts or a large-scale program

of rehabilitation of dwellings. Relatively few of the letters indicate

that positive steps are being taken to improve enforcement efforts.

As a result of the general plan requirements under the Title I

program, it is generally conceded that the amount and quality of

city and metropolitan planning are rapidly improving. The pro-

gram has served as a much needed impetus to cities to reactivate or

expand their planning program by bringing to date their general land

use, circulation, public utilities and community facilities plans, de-

veloping long-range public improvement programs and overall urban

redevelopment programs, and revising their zoning, land subdivision

housing and related regulations or adopting new regulations. There

are a number of instances in which the Title I program has been

directly responsible for the locality inaugurating a planning program

for the first time in connection with which staff of the DSCUK

has given valuable advisory assistance in many cases.
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Exhibit 7

INCOME, MEASURED BY ELIGIBILITY FOR LOW-RENT PUBLIC

HOUSING, OF FAMILIES IN TITLE I PROJECT AREAS

November 4,1953.

James W. Rouse,

Chairman, Subcommittee on Urban Redevelopment, Rehabilita-

tion, and Conservation of the President's Advisory Committee

on Housing Policies and Programs.

J. W. FOLLIN,

Director, Division of Slum Clearance and Urban Redevelopment:

At your request, I present data on the incomes, measured by eligi-

bility for low-rent public housing, of families in local slum clearance

project areas approved for final planning or development as of Sep-

tember 30,1953.

These data are based almost wholly upon estimates submitted by

local public agencies in preliminary reports of project area delinea-

tion, in conformance with DSCUR program requirements. Generally,

a family-by-family survey is not undertaken in a project area until

shortly before the local public agency is ready to commence the re-

location operation. Only a comparative small number of family-by-

family surveys has been undertaken to date.

The eligibility of families for admission to low-rent public housing

projects is determined by the local public agency on the basis of the

requirements prevailing locally. Early in 1952 local housing au-

thorities were authorized to admit families displaced from title I

project areas at income limits ranging up to those governing continued

occupancy rather than the lower limits governing general admissions.

The data summarized herein do not necessarily reflect either the

adequacy of existing local low-rent public housing projects, or the

need for additional low-rent units, to accommodate the eligible fami-

lies to be displaced. As stated, the data merely summarize the general

patterns of incomes estimated to prevail among the families in the

project areas when they were delineated. Assessment of the actual

or projected role of low-rent public housing in facilitating or making

possible the relocation in decent, safe, and sanitary dwellings within

their economic means of families to be displaced involves considera-

tion of such factors, among others, as: (a) Turnover rates in the

existing supply, including rate differentials between units allocated
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Exhibit 8

ASPECTS OF COST: 42 PROJECTS WITH LOAN AND GRANT

ALLOCATIONS

Housing and Home Finance Agency

office of the administrator

Division or Slum Clearance and Urban Redevelopment

September 30,1953

Introductory Note

This analysis is concerned with certain cost relationships under the

cost estimates and financing plans of the 42 local slum clearance and

urban redevelopment projects for which loan and grant applications

had been approved, under title I of the Housing Act of 1949, as of

September 30, 1953. The 42 projects are located in 22 communities

in 14 States, the District of Columbia, and Puerto Rico. Some 92

other projectsâ��located in 74 localities in 19 States, Puerto Rico, and

Hawaiiâ��had been delineated as of the same date, but these are ex-

cluded from the study because the redevelopment plan, and correspond-

ing cost estimates and financing plans, are generally not sufficiently de-

tailed (reflecting program requirements at this stage) to permit the

same type of analysis.

The cost relationships presented in this study on the basis of the

42 projects with approved cost and financing plans are probably not

typical of the relationships that may be anticipated when 100 or more

projects have reached the development stage. Fewer than half, or

only 18, of the present projects are located in cities under 500,000

population. The majority, or 24, are located in 18 of the Nation's

largest communities, with a predominance of projects in the middle

Atlantic and north central regions, where patterns of real estate values

and redevelopment potential may differ considerably from those pre-

vailing in the southern and western sections of the country. The

actual distribution by size of the cities in which the 42 projects are

located is as follows:
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September 30, 1953. The 42 projects are located in 22 communities 
in 14 States, the District of Columbia, and Puerto Rico. Some 92 
other projects-located in 74 localities in 19 States, Puerto Rico, and 
Hawaii-had been delineated as of the same date, but these are ex
cluded from the study because the redevelopment plan, and correspond
ing cost estimates and financing plans, are generally not sufficiently de
tailed (reflecting program requirements at this stage) to permit the 
same type of analysis. 

The cost relationships presented in this study on the basis of the 
42 projects with approved cost and financing plans are probably not 
typical of the relationships that may be anticipated when 100 or more 
projects have reached the development stage. Fewer than half, or 
only 18, of the present projects are located in cities under 500,000 
I)Opulation. The majority, or 24, are located in 18 of the Nation's 
largest communities, with a predominance of projects in the middle 
Atlantic and north central regions, where patterns of real estate values 
and redevelopment potential may differ considerably from those pre
vailing in the southern and western sections of the country. The 
actual distribution by size of the cities in ,vhich the 42 projects are 
located is as follows: 
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APP . 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

Site Of locality Sumter of

(1950 census). projects

Total 42

1 million and over i 18

500,000-999,909 6

250,000-499,999 6

100,000-249,999 j 5

50,000-99,999 3

25,000-49,999 2

10,000-24,999 2

1 Includes Commonwealth of Puerto Rico (exclusire of municipalities of Mayaguez,

Ponce, and San Juan).

Only 2 of the 42 projects covered by this analysis are in predomi-

nantly open land areas. Forty are in built-up areas, with seven-eighths

of these characterized as deteriorated or deteriorating predominantly

residential slums. As brought out in the tables in the main section of

this presentation, most cost factors are considerably lower in the case

of predominantly open areas than in the case of built-up areas. Indi-

cations are that a proportionately greater number of projects in pre-

dominantly open areas are represented in the projects now in the plan-

ning stages. This circumstance confirms the observation offered above

that the cost relationships developed in this analysis are probably not

typical of the relationships that may be anticipated in the future.

The cost estimates for the projects presented in this study reflect the

latest approved budgets for project expenditures and the latest ap-

proved estimates of the allowed costs of local noncash grants-in-aid.

These estimates are the basis for the determination of the amount of

the Federal capital grant approved for the projects. Precise cost

figures will not, of course, be available until the projects have been

completed and the final audits conducted. Aggregate gross and net

project costs, Federal capital grants, and local grants-in-aid in the

42 projects are summarized in the following table:

Summary of gross and net project costs, Federal capital grants, and local

grants-in-aid

Percent of

Amount

gross

project cost

$214,188,768

100.0

58,617,350

155,571,418

27.4

72.6

100, 473, 005

46.9

55,098, 413

25.7

Cash

21,076,143

9.8

34,022,270

15 9

3,154,089

1.5

551, 745

.3

5, 920,923

2.8

24,395,513

11.3
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Site of locality Number 01 
( 1950 census) . project. 

Total ________________________________________________ -_------- 42 

1 IDillion and over 1______________________________________________ 18 
500,()()().-999,~ , _______________ -__________________________________ 6 
250,~,999 __________________________________________________ 6 
100,000-249,999 __________________________ ~________________________ 5 
50,OOO-OO,~ ____________________________________________________ 3 
25,()()()-49,~ ____________________________________________________ 2 
10,000-24,999-____________________________________________________ 2 

1 Includes Commonwealth of Puerto Rico (exclusive of municipalities of Mayaguez, 
Ponce, and San Juan). 

Only 2 of the 42 projects covered by this analysis are in predomi
nantly open land areas. Forty are in built-up areas, with seven-eighths 
of these characterized as deteriorated or deteriorating predominantly 
residential slums. As brought out in the tables in the main section of 
this presentation, most cost factors are considerably lower in the case 
of predominantly open areas than in the case of built-up areas. Indi
cations are that a proportionately greater number of projects in pre
dominantly open areas are represented in the projects now in the plan
ning stages. This circumstance confirms the observation offered above 
that the cost relationships developed in this analysis are probably not 
typical of the relationships that may be anticipated in the future. 

The cost estimates for the projects presented in this study reflect the 
latest approved budgets for project expenditures and the latest ap
proved estimates of the allowed costs of local noncash grants-in-aid. 
Tllese estimates are the basis for the determination of the amount of 
the Federal capital grant approved for the projects. Precise cost 
figures will not, of course, be available until the projects have been 
completed and the final audits conducted. Aggregate gross and net 
project costs, Federal capital grants, and local grants-in-aid in the 
42 proj ects are summarized in the following table: 

Summary 01 groBs and net project COSt8, Federal capitaZ grants, and locaZ 
grant8-in-aid 

Percent of 
Amount gross 

project cost 

Gross project cost_ _ _ _____ __ ______ __ ____ _ ___ ___________________________ $214,188, 768 100.0 

Disposition proceeds_ _ _ _ _____________________________________ __________ ____ _ 58,617, 3ro 71.4 
Net project cost __ .__________________________________________________________ 155,571,418 72. 6 

1====1:==== Federal capital grant_ ___________________________________________________ 100,473,005 46_ 9 

1====1:==== Local grants-in-ald_ _ _ ____ ______ ____ __ __ ____ __________ __ __ __ __ ______ __ _ _ _ 55,098,413 25.7 
1----1-----Cash •• ______________________________________________________________ 21,076,143 9.8 

1====1:==== Noncash: Total. ____________________________________________________ 34,022, 710 15_ 9 
1----1-----

Land donatl0n8_________________________________________________ 3,154, 089 1.5 
DemoUtlon and clearance work__________________________________ Ml,745 .3 Site Improvements_ _ ____________________________________________ 6, 920, 923 2. 8 
Supporting facWtles_ ____________________________________________ 24,395,513 11.3 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Table 1.â��Summary of characteristicsâ��Continued

Proposed uses (in acres):

Total

x 1,764. 6

Public rights-of-way 413. 9

Residentialâ��private 829.2

Residentialâ��public 47.7

Commercial 174.0

Industrial 136. 8

Public or semipublic 102. 4

Proposed dwelling units:

Total 29,072

Private rental 18,910

Private sales 8,890

Public rental 1,272

1 Distribution of 60.6 acres unavailable.

Table 2.â��Net project cost and Federal capital grant per original dwelling unit

Net

project

cost

Federal

capital

grant

41 projectsâ��arithmetic mean'

39 built-up project areasâ��arithmetic mean

34 deteriorated or deteriorating areas predominantly residential in character:

a. Arithmetic mean -

b. Rank according to average net project cost and Federal capital grant:

Eighth project

Seventeenth project

Twenty-sixth project â��

Thirty-fourth project 4

6 other built-up project areasâ��arithmetic mean I

2 predominantly open projectsâ��arithmetic mean

$4,498

4,422

4,050

2,439

4,250

6,160

12,716

8,737

17,911

$2,905

2,908

2,656

1,494

2,614

4,085

8,478

6,825

2,374

' Number of dwelling units not available for 1 project.

In general, a dwelling unit represents a group of rooms or a single

room occupied, or intended for occupancy, as separate living quarters

by a family or other group of persons living together or by a person

living alone. Data on dwelling units submitted by a local public

agency prior to the approval of the loan and grant application for a

project are usually in the form of estimates, to be supplanted by more

precise data upon the completion of the family-by-family survey

undertaken for purposes of determining the families to be relocated

from the project area. Ordinarily, the family-by-family survey is

conducted after the loan-grant contract has been executed.

Table 3.â��Federal capital grant per dwelling unit provided in predominantly

open projects

Capital grant

per dwelling unit

2 projectsâ��arithmetic mean $169

Perth Amboy, N. J., Porbesdale project 614

San Francisco, Calif., Diamond Heights project 183
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TABLE 1.-8ummaf1/ 01 o7&araofer'i,tic,-Contlnued 

Proposed uses (in acres) : 
Total ____________________________________________________ 11, 764:. 6 

Public rights-of-way _______________________________________ _ 
llesidential-prlvate _________________________________________ _ 
Residential-public ---______________________________________ _ 
COnunercial-________________________________________________ _ 
IndusOial ___________________________________________________ __ 
~bllc or seIDipublic _________________________________________ _ 

Proposed dwell1ng units: 

418.9 
829.2 
47.7 

174.0 
136.8 
102.4 

Total ________________________________________________________ 29,072 

Private rental---______________________________________________ 18,910 

Private sales--------__________________________________________ 8,890 
~bllc rental _________________ - ________________________________ 1,272 

1 Distribution of 60.6 acres unavaUable. 

TABLE 2.-N et project C08t and Federal capital grant pe,. orllllnal d1D6ZZmg .ftit 

Net Federal 
project capital 

cost grant 

1',498 $2,905 
4,422 2,908 

411X"O)ect8--arithmetic mean , ______________________________________ 0 ____________ _ 

39 built-up pr9ject areas-arithmetic mean ______________________________________ _ 
Ii deteriorated or deteriorating areas predominantly resldentla11n character: 

4,050 2,656 

2,439 1,494 
4,250 2,614 
6,160 4,085 

12,716 8,478 
8,737 6,825 

17,911 2,374 

8. ArIthmetic mean _______ ---- ____________ ---------- --___ -- ______ -_ ---- ____ _ 
b. Rank according to average net project cost and Federal capital grant: 

eJi{a=~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
l) other built-up project areas-arithmetic mean _____________ ~L------------------2 predominantly open projects-arithmetic mean. ______________________________ _ 

, Number of dwelling units not available for 1 project. 

In general, a dwelling unit represents a group of rooms or a single 
room occupied, or intended for occupancy, as separate living quarters 
by a family or other group of persons living together or by a person 
living alone. Data on dwelling units submitted by a local public 
agency prior to the approval of the loan and grant application for a 
project are usually in the form of estimates, to be supplanted by more 
precise data upon the completion of the family-by-family survey 
undertaken for purposes of determining the families to be relocated 
from the project area. Ordinarily, the family-by-family survey is 
conducted after the loan-grant contract has been executed. 

TABLE S.-Federal capital grant per dweZling unit provided in pretl0m4fUJ.ft.1Jg 
open proJect, 

OGp'talgrGfll 
per fltDelZmg aU 

2 projects-arithmetic mean__________________________________________ $169 
Perth Amboy, N. J., Forbesdale project___________________________ 614 
San Francisco, Callf., DiaIDond Heights proJect__________________ 183 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

such costs where the facility is of benefit both to the project and to

other areas.

Tabu; 5.â��Per acre costs of site improvements

Per gross

acre

Per net acre to

be sold, leased,

or retained for

redevelopment

42 projectsâ��arithmetic mean

34 projects with site improvementsâ��arithmetic mean

32 built-up projects with site improvements:

a. Arithmetic mean _ __

b. Bank according to average costs:

Eighth project- - -.

Sixteenth project

Twenty-fourth project

Thirty-second project

2 predominantly open projectsâ��arithmetic mean

$12,870

14,054

14,156

3,004

8,365

14,554

55,806

13, 655

Site improvements include the installation, construction, or recon-

struction of streets, utilities, and other improvements essential to

the preparation of sites for uses in accordance with the redevelopment

plan.

Included in gross project cost are both (a) actual expenditures by

the local public agency for site improvements provided by force

account or under contract, and (b) the cost of site improvements in the

project area which are to be provided by the locality as local noncash

grants-in-aid. Improvements for which the local public body has

received or has contracted to receive any grant or subsidy from the

United States, or any Federal agency or instrumentality, are not

eligible for inclusion under either the gross project cost or the local

noncash grants-in-aid of the project.

Table 6.â��Per acre cost of project supporting facilities

Per gross

acre

Per net acre to

be sold, leased,

or retained for

redevelopment

42 projectsâ��arithmetic mean

31 projects with supporting facilitiesâ��arithmetic mean

29 built-up projects with supporting facilities:

(a) Arithmetic mean __

(6) Rank according to average costs:

7th project

14th project

21st project

29th project --- --- --.

2 predominantly open projectsâ��arithmetic mean

$13,825

15,360

18,116

2,400

13,767

27,140

132,441

6,382

$19,637

22,067

25,229

3,397

20,080

37,643

143,252

10,224

Supporting facilities comprise parks, playgrounds, and other public

buildings or facilities (other than low-rent public housing) which are

primarily of direct benefit to the project and which are necessary to

serve or support the new uses of land in the project area in accordance

with the redevelopment plan.

194

PRESIDENT'S ADVISORY COMMITTEE ON HOUSING 

such costs where the facility is of benefit both to the project and to 
other areas. 

TABLE rl.-Per acre COBtB of Bite improvementB 

42 projeots-arl.thmetic mean .. __________________________ -____________ -___ _ 

~ C~r.: ~~= !U~r~!:~~~-;:!~~~~tiC mean_ ------------- --------
a. ~hmetlc mean _____________ . ____________ . ___________________ -___ _ 
b. Rank according to average costs: 

i55!i~~l=:d~::::::: ::::::::::::::::::::::::::::::::::::: Thlrty-second project _____ -_________________ -________________ ------
2 predominantly open proJects-arithmetic mean_ ---------_ ---------------

Per net acre to 
Per gross be sold, leased, 

acre or retained for 
redevelopment 

$9,061 $12, 870 
9,684 It. OM 

10,023 It. 166 

2,863 3,004 
6,249 8,365 
9,460 14, liM 

39,342 65,806 
8,524 13,655 

Site improvements include the installation, construction, or recon
struction of streets, utilities, and other improvements essential to 
the preparation of sites for uses in accordance with the redevelopment 
plan. 

Included in gross project cost are both (a) actual expenditures by 
the local public agency for site improvements provided by force 
account or under contract, and (b) the cost of site improvements in the 
project area which are to be provided by the locality as local noncash 
grants-in-aid. Improvements for which the local public body has 
received or has contracted to receive any grant or subsidy from the 
United States, or any Federal agency or instrumentality, are not 
eligible for inclusion under either the gross project cost or the local 
noncash grants-in-aid of the project. 

TABLE 6.-Per acre C08t 01 project 8upporting facilitie8 

Per net acre to 
Per gross be sold leased, 

acre or retained for 
redevelopment 

42 proJects-arithmetic mean _____________________________________________ _ 
31 broJects with supporting facUities-arfthmetic mean ____________________ _ 

29 :'tf~t~:t~~S ~!~_~~~~~~ !~~i~~~~: _____________________________ _ 
(b) Rank according to average costs: 

~fa~:-:~~~~~~~~ ~~ ~ ~ ~ ~~ ~ ~ ~ ~~~ ~ ~ ~~ ~ ~~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 
2 predominantly open projects-arithmetic mean _________________________ _ 

$13,825 $19,637 
15,360 22,067 

18,116 25,229 

2,400 3,397 
13,767 20,080 
27,140 37,643 

132,441 143,252 
6,382 10,224 

Supporting facilities comprise parks, playgrounds, and other public 
buildings or facilities (other than low-rent public llousing) which are 
primarily of direct benefit to the project and which are necessary to 
serve or support the new uses of land in the project area in accordance 
with the redevelopment plan. 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Exhibit 9

FINANCING OF SLUM CLEARANCE AND URBAN REDEVELOPMENT

PROJECTS BY LOCAL PUBLIC AGENCIES

With respect to the problem of financing slum clearance and urban

redevelopment projects by local public agencies, two aspects must be

considered. The first aspect pertains to the financing of the project

cost, including the cost of planning, land acquisition, demolition and

clearance, site improvements, and land disposition. The second aspect

pertains to the financing of cash and noncash local grants-in-aid.

The financing of project costs by local public agencies varies with the

type of local public agency which is authorized to undertake slum

clearance and urban redevelopment projects. Most of the local public

agencies are specially created, separate and distinct public entities

with authority to act under their own corporate names. These in-

clude housing authorities, redevelopment agencies, land agencies, and

other types of special public agencies. These specially created public

agencies do not have authority to levy taxes. They usually are au-

thorized to borrow money to finance the cost of such projects and to

pledge for the payment of loans the proceeds derived from the dis-

position of land and other income that may become available to them.

In certain States, cities, and other types of traditionally constituted

municipalities and political subdivisions are vested with the power to

carry out slum clearance and urban redevelopment projects. This is

true in such States as New York, Ohio, Connecticut, Michigan, and

Maryland (Baltimore), where municipalities have power to carry out

such projects and may levy taxes and issue general obligation bonds,

i. e., full faith and credit bonds payable from taxes, to finance the cost

of planning, land acquisition, demolition and clearance, site improve-

ments, and land disposition. The political subdivisions in these

States, excepting those in the State of New York, may also issue for

financing the cost of slum clearance and urban redevelopment projects

special obligations payable from the proceeds of land disposition and

other project income.

The second aspect involved in financing slum clearance and urban

redevelopment projects arises out of the requirements of title I of the

Housing Act of 1949, as amended. Local public agencies receiving

capital grants under such Federal law are required to provide local

grants-in-aid either in the form of cash or noncash. In general, these

local grants-in-aid, whether they are in the form of cash or noncash,
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can be financed locally only through tax revenues. Since tax receipts

are generally inadequate bonds may have to be issued to provide the

funds for such local grants-in-aid. These are usually general obli-

gation bonds payable from taxes. Certain revenue-producing facili-

ties, such as water mains, may be financed with revenue bonds which

are not payable from taxes.

In financing local grants-in-aid public agencies are usually pre-

sented with certain grave difficulties. In the first place, funds for

local grants-in-aid must be provided in a period of rising costs of

municipal operations. The demands of the people for more and bet-

ter municipal services, the backlog of needed public works intensified

by the wartime scarcity of materials and manpower, school construc-

tion needs due to rising school population, inflationary costs, urban

decentralization and the loss of middle and upper income groupsâ��

these have all contributed to the severity of the fiscal position of

municipalities and the rising costs of municipal operations.

Another of the difficulties confronting municipalities in financing

local grants-in-aid is the context in which local income can be pro-

cured. The terrific burden of Federal taxation and increased State

taxes has greatly intensified the problem of levying local taxes upon

taxpayers.

Certain legal impediments also contribute to the difficulty of

financing local grants-in-aid. In most States constitutional limita-

tions, and in some States statutory limitations, upon the creation of

debt by cities are in force. The debt restriction is usually based upon

the so-called "debt-to-property" ratio under which the indebtedness

of a municipality is limited to a stated percentage of the assessed value

of taxable property in the municipality. These percentages vary in

the different jurisdictions and may vary with respect to different

municipalities and different purposes for which the debt is to be in-

curred. In a number of States the constitutional debt limit is 5

percent of the assessed valuation of the taxable property. In other

States the debt limit may range from 1 to 10 percent or more. The real

purpose intended to be served by such limitations upon the incurring

of indebtedness by municipalities is the prevention of excessive tax

levies.

In addition to debt limitations, many States impose upon munici-

palities limitations upon tax levies. These tax limitations usually are

in the form of a millage, dollar or percentage maximum related to the

assessed valuation of the taxable property. Like debt limitations, the

limitations upon tax levies vary in different jurisdictions for different

types of political subdivisions and for different purposes.
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In many States the issuance of general obligation bonds is condi-

tioned upon the prior approval of the voters. This requirement may

likewise present an impediment to the financing of local grants-in-aid.

Another legal impediment to financing local grants-in-aid is the

limitations upon municipal power respecting the types of taxes that

may be levied. Most municipalities have been compelled to meet in-

flationary costs and expanding needs for essential public services with

a rather rigid or inflexible revenue system which confines the munici-

palities largely to property taxes. More than half the taxes levied

by cities are derived from property taxes.

Under the laws of a few States, particularly Ohio, city bonds for

slum clearance projects payable from land proceeds and other income

may constitute debts of the city if the local grant-in-aid be in the form

of cash or donation of land derived from tax revenues. To avoid the

creation of an indebtedness the local grants-in-aid must be confined

solely to site improvements or public facilities.

The committees of Congress that studied the enactment of Federal

aid legislation for slum clearance and urban redevelopment concluded

that private and municipal resources alone were inadequate to meet

the costs of an effective slum clearance program and that Federal

assistance was essential for a practical program. In its report on the

bill which ultimately became the Housing Act of 1949, the Senate

Committee on Banking and Currency included its conclusions respect-

ing the need for Federal aid and the justification for the sharing of

project losses on a 2-to-l basis. Pertinent excerpts from such Senate

report are attached hereto. The Senate Committee concluded that

on the basis of the facts "and the findings of previous congressional

investigations during the past 5 years, it seems clearly established that

only through an effective program of Federal aid can real progress be

made in the clearance of slums."

In its report on the proposed Federal legislation the House Com-

mittee on Banking and Currency also concluded that Federal assist-

ance for slum clearance and urban redevelopment was essential,

stating that "The overwhelming evidence presented to this and other

congressional committees is that only through such Federal assist-

ance can substantial progress be made in dealing with this problem."

Excerpts from such House Report, containing the committee's conclu-

sions respecting the need for Federal assistance and the justification

for the sharing of the net loss on a 2-to-l basis are attached.

The legislative history of Title I of the Housing Act of 1949 in-

cludes some of the evidence upon the basis of which the House and

Senate Committees concluded that the financial aid provided by Title I

is essential. Selected excerpts from such legislative history, both
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pro and con, are attached. In general, it can be fairly deduced from

the legislative history that the need for the financial assistance pro-

vided under Title I for slum clearance and urban redevelopment was

fully supported, particularly by representatives of cities and other

municipalities. In one or two instances the testimony was against

the extension of Federal assistance and in a few other cases it was

indicated by congressional witnesses that a 50-50 sharing formula

instead of a 2-to-l formula should be enacted.

(Excerpts from Senate Report No. 84, 81st Cong., 1st sess., from the Committee

on Banking and Currency on Housing Act of 1949, pp. 10-11, 13-15)

V. Slum Clearance and Community Development and Redevelop-

ment Need for Federal Aid

* * * The millions of families now living in slums do not live there

by choice. They live there from economic necessity arising out of

their inability to pay even the lowest rents at which decent housing is

available. Correspondingly, the demonstrated failure of private

enterprise and local communities in coping with the slum problem does

not reflect any lack of community awareness of the seriousness of that

problem, but rather is indicative of the inadequacy of private and

municipal resources alone to meet the economic costs of effective slum-

clearance programs.

The testimony presented during the hearings on the bill, as well as

that presented in previous congressional investigations during the

past 4 years, makes it clear that the high prices commanded by land

in the central areas of cities, even when those areas are blighted or

deteriorated, are at the heart of the slum-clearance problem. It em-

phasizes the necessity for Federal aid if a real start is ever to be made

in the solution of this problem.

These high prices for slum land, particularly in relation to the

prices at which builders can acquire outlying sites, have effectively

barred the purchase and the redevelopment of slum sites by private

enterprise on anything but the most piecemeal and sporadic basis.

This barrier of high price has been greatly augmented by the difficul-

ties, which for private operators are usually insuperable, of assem-

bling large enough tracts in close-in areas to permit an economical

scale of redevelopment operations.

The evidence is also clear that the reuse value of cleared slum land

will generally be substantially less than the costs of acquisition, clear-

ance, and preparation for redevelopment, if the land is to be rebuilt at

appropriate densities and in accordance with sound redevelopment

plans which will prevent the recurrence of slum conditions. Experi-

ence has shown that State and local governments lack the financial
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resources to absorb the full cost of this necessary write-down in any-

thing like the volume needed for the clearance of any substantial

proportion of existing slums. States and cities are increasingly aware

of the social costs of slums, of the threat to municipal solvency arising

from the spread of slums and from the increasing spread of new

building to the outskirts of cities, and of the heavy municipal outlays

for city services in slum areas which greatly exceed the tax revenues

derived from those areas. Nevertheless, they have lacked the financial

resources to undertake more than a few scattered slum-clearance

projects under the redevelopment legislation which is now on the

statute books of half of the States.

On the basis of these facts, and the findings of previous congressional

investigations during the past 5 years, it seems clearly established that

only through an effective program of Federal aid can real progress be

made in the clearance of slums. This is amply supported by the testi-

mony presented on behalf of the United States Conference of Mayors

and the American Municipal Association. Moreover, the testimony

presented by the Surgeon General of the United States indicates that

there is ample justification for such a Federal program in the light of

the serious impact of slum conditions on the lives and development of

millions of American families and their children.

SHARING FORMULA

The bill, in effect, provides that the loss involved in connection with

such clearance operations shall be shared on a 2-to-l basis; the Federal

Government making up two-thirds of the loss and the local govern-

ment making up one-third. Thus the capital grants may not exceed

two-thirds of the losses on all clearance projects undertaken in any

one locality. The balance of the losses must be borne by the local

public agencies either in cash or through contributions other than cash,

such as the provision of parks or schools necessary to support the new

uses of land in the project area, the construction or relocation of streets

and utilities, or the use of municipal labor and equipment to clear a

project area.

This 2-to-l sharing of the net cost of slum clearance projects between

the Federal and local governments represents the consensus of in-

formed judgment as to the general ability of cities to contribute to

slum-clearance programs, having in mind also the desirability of pro-

viding for sufficient write-off of the excessive costs of slum properties

to permit the redevelopment of slum areas in accordance with the

wisest future uses.

Some witnesses who, while they expressed their opposition to the

slum-clearance program as too expensive an undertaking, suggested
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as an outside limit of Federal aid a 50-50 sharing basis, your com-

mittee felt it unwise to accept any such suggestions, because of the

obvious fact that the aid extended must be sufficient not to be self-

defeating. If it is inadequate, it would either prevent the initiation

of local programs or, by forcing overcrowding of the redeveloped areas,

lead to the creation of more slums in the future.

LOCAL RESPONSIBILITY

* * * Your committee recognizes that the loan and grant authoriza-

tion for slum clearance in the bill is modest in relation to the total size

of the slum clearance job. Nevertheless, the enactment of the au-

thorization would permit an effective start and would for the first

time in the history of the Nation give to slum dwellers, and to Ameri-

can communities as a whole, firm and reasonable expectation for the

ultimate solution of a condition which has borne heavily on them for

decades.

(Excerpts from Senate Report 84, Part 2, Housing Act of 1949â��81st Cong.,

1st sess., pp. 5-6)

* â�¢â�¢â�¢â�¢â�¢â�¢

Section 104. Kequirements for Local Grants-in-Atd

This section requires the locality to share the net losses of any project

assisted by Federal capital grants under this title and to call upon the

Federal Government for aid only to the extent necessary. It provides

that the local community must itself participate financially to the ex-

tent of at least one-third of the net project cost, as defined in this title.

Such local assistance may be in the form of (1) cash grants, (2) dona-

tions of land, demolition or removal work, or site improvements in the

project area, or (3) the provision of parks, playgrounds and public

buildings or facilities which are of direct or substantial benefit to the

project. Where a locality undertakes more than one project on which

Federal capital grants are to be made, this requirement relates to such

projects considered in the aggregate.

The definition of local grants-in-aid in section 110 (d) makes it clear

that the local community may not count as local grants-in-aid (1) the

value of any land in streets, alleys, and other public rights-of-way

which may be vacated in connection with the project, (2) any low-rent

public housing, or (3) any demolition or removal work, improvement

or facility for which any grant or subsidy is to be made by the United

States or any agency or instrumentality thereof. If any of the public

improvements or facilities provided are charged to specific property

owners by way of special assessments, the portion of the amount so
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charged would not be eligible for inclusion as a local grant-in-aid.

Local public buildings or facilities, otherwise eligible as local grants-

in-aid, remain eligible in the event they should be assisted by tempo-

rary loans under section 102 (b).

*******

(Excerpts from H. Rept. No. 590, 81st Cong., 1st sess., on Housing Act of 1949,

pp. 13-14)

V. Slum Clearance and Community Development and

Redevelopment

need for a slum-clearance program

The provisions of this title offer, for the first time, a greatly desired,

but long-delayed, program to eliminate the Nation's slums. Today

about one-fifth of our city families live in slums and blighted areas.

They obviously do not live there by choice. They live there primarily

because only in the slums can they find any sort of housing accommo-

dations at prices and rents which they can afford to pay.

From city after city throughout the country has come evidence

of the extravagant wastes of human and other resources arising from

slum conditions. Slums and blighted areas foster delinquency, disease,

and crime, the effects of which can only be partly measured in the

statistics available to your committee. They create demands for wel-

fare, fire, police, and other financial outlays greatly in excess of the

revenues which cities receive from them.

Communities have long been aware of the social and economic costs

of these areas but have been unable to take effective steps toward

their eradication because of their inadequate resources. A few, like

Baltimore, have attempted to alleviate these conditions through the

exercise of local police power in requiring the compulsory repair or

closing of substandard housing. Such efforts frequently have been

credited with offering an adequate solution to the problem. While

your committee believes that all cities should utilize effectively police

powers to mitigate some of the worst effects of slums and to help

prevent their spread, it is convinced, from the overwhelming evidence

presented by mayors and from many others, that this method alone

will eliminate neither the slums nor the conditions which they create.

The committee was impressed by the testimony of the mayor of Balti-

more as to the limitations of law enforcement as a solution to the

slum problem. He stated:

The Baltimore plan might be compared to first aid administered in the tem-

porary absence of a doctor, which would not be necessary if the doctor were

present to begin with, and which in no way eliminates the eventual need for

the doctor's services.
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charged ,vould not be eligible for inclusion as a local grant-in-aid. 
Local public buildings or facilities, otherwise eligible as local grants
in-aid, remain eligible in the event they should be assisted by tempo
rary loans under section 102 (b). 

* • • • • • • 
(Excerpts from H. Rept. No. 590, 81st Cong., 1st sess., on Housing Act of 1949, 

pp.18-14) 

V. SLUM CLEARANCE AND COMMUNITY DEVELOPMENT AND 

REDEVELOPMENT 

NEED FOR A SLUM-CLEARANCE PROGRAM: 

The provisions of this title offer, for the first time, a greatly desired, 
but long-delayed, program to eliminate the Nation's slums. Today 
about one-fifth of our city families live in slums and blighted areas. 
They obviously do not live there by choice. They live there primarily 
because only in the slums can they find any sort of housing accommo
dations at prices and rents which they can afford to pay. 

From city after city tllroughout the country has come evidence 
of the extravagant wastes of human and other resources arising from 
slum conditions. Slums and blighted areas foster delinquency, disease, 
and crime, the effects of which can only be partly measured in the 
statistics available to your committee. They create demands for wel
fare, fire, police, and other financial outlays greatly in excess of the 
revenues which cities receive from them. 

Communities have long been aware of the social and economic costs 
of these areas but have been unable to take effective steps toward 
their eradication because of their inadequate resources. A few, like 
13altimore, have attempted to alleviate these conditions through the 
exercise of local police po,ver in requiring the cOlnpulsory repair or 
closing of substandard housing. Such efforts frequently have been 
credited with offering an adequate solution to the problem. While 
your committee believes that all cities should utilize effectively police 
powers to mitigate some of the worst effects of slums and to help 
prevent their spread, it is convinced, from the overwhelming evidence 
presented by mayors and from many others, that this method alone 
will eliminate neither the slums nor the conditions which they create. 
The committee was impressed by the testimony of the mayor of Balti
more as to the limitations of law enforcement as a solution to the 
slum problem. He stated: 

The Baltimore plan mi~ht be compared to first aid administered in the tem
porary absence of a doctor, which would not be necessary if the doctor were 
present to begin with, and ,vhich in no ,,·ay eliminates the eventual need for 
the doctor's services. 
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Your committee is convinced that the only way by which slums may

be effectively eliminated is by the public acquisition and clearance of

slum areas and by assuring that they will be redeveloped in accord-

ance with sound plans as to land uses, density, and other factors con-

tributing to good neighborhoods, and be properly related to the growth

and development of the city as a whole.

Because of their present intensive use, the prices which must be

paid for slum and blighted areas, together with the costs of clearing

and preparing them for reuse, will generally exceed the return which

"will be realized from sale or lease of the land for appropriate

redevelopment.

These are the costs which prevent slum clearance from being a

profitable venture for private enterprise. These are the costs which,

together with the large capital outlays required, have prevented the

local communities, with very few and limited exceptions, from mov-

ing ahead with this task within their own limited resources.

The objective of the programs contained in Title I of this bill is

to provide the necessary financial assistance that will enable local

communities to make an effective start toward eradicating the slums.

The overwhelming evidence presented to this and other congressional

committees is that only through such Federal assistance can substan-

tial progress be made in dealing with this problem.

It is in the national interest that no further delays in starting an

effective attack on the slum problem should be countenanced. Slum

clearance is a time-consuming process and any further postponement

of the already long-delayed start in meeting this problem would

merely set back for a further indefinite period any hope for progress

toward its ultimate solution.

* ******

The net loss involved in this slum-clearance operation would be

shared by the Federal Government and the local community on a

2-to-l basis. Thus, the Federal grants may not exceed two-thirds of

the losses on all clearance projects undertaken in any one locality.

The balance of the losses must be borne by the local public agencies

either in cash or through contributions other than cash, such as the

provision of parks or schools necessary to support the new uses of

the land, the construction or relocation of streets and utilities or the

the use of municipal labor and equipment for the clearance operation.

Evidence before your committee indicates that a substantial write-

off of excessive costs will be necessary if redevelopment of the slum

areas is to be in accordance with the appropriate uses. In the light

of the best informed judgment as to the ability of the cities to con-

tribute to slum-clearance programs, therefore, your committee is con-
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Your committee is convinced that the only way by which slums may 
be effectively eliminated is by the public acquisition and clearance of 
slum areas and by assuring that they will be redeveloped in accord
ance with sound plans as to land uses, density, and other factors con
tributing to good neighborhoods, and be properly related to the growth 
and development of the city as a whole. 

Because of their present intensive use, the prices which must be 
paid for slum and blighted areas, together with the costs of clearing 
and preparing them for reuse, will generally exceed the return which 
will be realized from sale or lease of the land for appropriate 
redevelopment. 

These are the costs which prevent slum clearance from being a 
profitable venture for private enterprise. These are the costs which, 
together with the large capital outlays required, have prevented the 
local communities, with very few and limited exceptions, from mov
ing ahead with this task within their own limited resources. 

The objective of the programs contained in Title I of this bill is 
to provide the necessary financial assistance that will enable local 
communities to make an effective start toward eradicating the slums. 
The overwhelming evidence presented to this and otIler congressional 
committees is that only through such Federal assistance can substan
tial progress be made in dealing with this problem. 

It is in the national interest that no further delays in starting an 
effective attack on the slum problem should be countenanced. Slum 
clearance is a time-consuming process and any further postponement 
of the already long-delayed start in meeting tIlis problem would 
merely set back for a further indefinite period any hope for progress 
toward its ultimate solution . 

• • • • • • • 
The net loss involved in this slum-clearance operation would be 

shared by the Federal Government and the local community on a 
2-to-l basis. Thus, the Federal grants may not exceed two-thirds of 
the losses on all clearance projects undertal{en in anyone locality. 
TIle balance of the losses must be borne by tIle local public agencies 
either in cash or through contributions other than cash, such as the 
provision of parks or schools necessary to support the new uses of 
the land, the construction or relocation of streets and utilities or the 
the use of municipal labor and equipment for the clearance operation. 

Evidence before your committee indicates that a substantial write
off of excessive costs will be necessary if redevelopment of the slum 
areas is to be in accordance witIl the appropriate uses. In the light 
of the best informed judgment as to the ability of the cities to con
tribute to slum-clearance programs, therefore, your committee is con-
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vinced that the 2-to-l sharing formula is necessary if the purpose

of the program are to be achieved. It is obvious that the aid extended

must be sufficient if the program is not to be self-defeating. If it

is inadequate, it would either prevent the initiation of local slum-

clearance projects or, by forcing the overbuilding of the redeveloped

areas, make them susceptible to deterioration into slums again in the

future.

The evidence presented to your committee on behalf of the United

States Conference of Mayors and by other city officials, as well as the

findings of previous congressional investigations of this matter, afford

convincing evidence that any change in this sharing formula to require

larger contributions by the cities would severely restrict or defeat

the basic objective of this program.

(Excerpts from the Congressional Record, April 19, 1949, pp. 4670-4673; 4699,

4700)

Mr. Maybank. * * * Experience has shown conclusively that real

progress in slum clearance is beyond the resources of private enter-

prise and of State and local government unless the Federal Govern-

ment lends it assistance.

* * * Sixty percent of the population of our country live in urban areas today,

and we the mayors of the American cities deplore the slums and the housing

situation, but financially we can do nothing without the passage of the housing

and slum bill now before our Senate, and may I urge you as our executive

director to let our Senators and Representatives know we will appreciate

deeply their efforts to eliminate this cancerous growth on our American way

of life.

W. Coopeb Green,

President, United States Conference of Mayors,

Mayor of Birmingham, Ala.

* * * For private housing developments the urban redevelopment sections of

the bill are vital to restore solvency of American cities. Blighted areas must be

cleared and rebuilt. We in Pennsylvania are combining State and city action

for this purpose, depending on Federal aid to complement our program. I am

sure that every public official in the city administration joins me in urging

prompt congressional approval of Senate 1070.

David L. Lawrence,

Mayor, City of Pittsburgh, Vice President,

the United States Conference of Mayors.

* ******

* * * New York City recommends approval of the slum-clearance provision

now in the Senate bill. Large areas of slums in New York City need clearance

and redevelopment. The bill would permit a large amount of such work which

could not be done without Federal assistance. * â�¢ *

Whiiam O'Dwteb,

Mayor of New York City.
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vinced that the 2-to-l sharing formula is necessary if the purpose 
of the program are to be achieved. It is obvious that the aid extended 
must be sufficient if the program is not to be self-defeating. If it 
is inadequate, it would either prevent the initiation of local slum
clearance projects or, by forcing the overbuilding of the redeveloped 
areas, make them susceptible to deterioration into slums again in the 
future. 

The evidence presented to your committee on behalf of the United 
States Conference of Mayors and by other city officials, as well as the 
findings of previous congressional investigations of this matter, afford 
convincing evidence that any change in this sharing formula to require 
larger contributions by the cities would severely restrict or defeat 
the basic objective of this program. 

• • • • • • • 
(EXcerpts from the Congressional Record, April 19, 1949, pp. 4670-4678; 4699, 

4700) 

Mr. Maybank. * * * Experience has shown conclusively that real 
progress in slum clearance is beyond the resources of private enter
prise and of State and local government unless the Federal Govern
ment lends it assistance. 

• • • • • • • 
• • • SIxty percent of the population of our country live In urban areas today, 

and we the mayors of the American cities deplore the slums and the housing 
situation, but financially we can do nothing without the passage of the housing 
and slum bill now before our Senate, and may I urge you as our executive 
director to let our Senators and Representatives know we will appreciate 
deeply their efforts to eliminate this cancerous growth on our American way 
of life. 

W. COOPER GREEN, 

Pre8ident, United, State8 Oonference Of M agor8, 
Mayor 01 Birmingham, Ala. 

• • • • • • • 
• • • For private housing developments the urban redevelopment sections of 

the bill are vital to restore solvency of American cities. Blighted areas must be 
cleared and rebuilt. We in Pennsylvania are combining State and city action 
for this purpose, depending on Federal aid to complement our program. I am 
sure that every public official in the city administration jOins me in urging 
prompt congressional approval of Senate 1070. 

DAVID L. LAWRENCE, 

Mayor, Oit1/ ot Pitt8burgh, Vice p,.esident, 
the United States Oonference of M 4110r8. 

• • • • • • • 
• • • New York City recommends approval of the slum-clearance provision 

now in the Senate bill. Large areas of slums in New York Oity need clearance 
and redevelopment. The bill would permit a large amount of such work which 
could not be done without Federal assistance. • • • 
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Philadelphia, Pa., April 1Z, 1949.

Hon. Paul V. Betters,

United State Conference of Mayors:

The city of Philadelphia is doing everything humanly possible to recreate

here the best possible environment for living and working. Because of financial

limitations, it will be necessary to have the assistance of the Federal Government

if we are to achieve our high goal of civic improvement.

In the program of redevelopment of old areas, Federal assistance will be

necessary in helping to meet the cost. * * *

Bernard Samuel,

Mayor of Philadelphia.

â�¢ â�¢â�¢****

* * * Slum clearance program essential to preserve city's tax base. City plan

commission has designated 2,520 acres in need redevelopment. Present annual

average tax revenue $864 per acre. If privately redeveloped would yield $2,304.

Increase would pay city's third net project cost in 10 years. Public housing 10

percent shelter rent in lieu would amount to $700 per acre. Redevelopment 80

percent private, 20 percent public housing, would pay city's share costs in 12 years.

Data juvenile delinquency, health, fire costs, and so forth, and more detailed data

of above summary air-mailed to you today.

Mayor Eugene I. Van Antwerp,

[S] James H. Inglis,

Detroit Sousing Commission.

â�¢ â�¢*â�¢â�¢â�¢â�¢

* * * Redevelopment areas expensive to acquire and clear. City will need

Federal loans and capital rent subsidies to enable private enterprise to rebuild in

blighted areas. San Francisco's planning and housing association, citizen's group

1947, compared same size good and bad neighborhoods. Studies showed the fol-

lowing: Bad neighborhood, 100 juvenile delinquents; 762 public welfare cases;

4,771 adult arrests. Good neighborhood, 17 juvenile delinquents; 38 public wel-

fare cases, 39 adult arrests. Bad neighborhood had twice the fires, 36 times as

many tuberculosis cases; 66 times as many city hospital cases; 3 times as many

babies died. Municipal services in bad neighborhood cost $750,000; in good neigh-

borhood $86,000. Tax revenues from bad neighborhood, were $370,000; in good

neighborhood, $543,000. Bad neighborhood is in area designated for redevelop-

ment Yesterday, April 11, 1949, San Francisco Board of Supervisors passed

resolution endorsing S. 1070, Housing Act of 1949.

Elmer E. Robinson,

Mayor of San Francisco.

* * * However, slum clearance cannot be effected without appropriate plans

in hand for the establishment of low-rent housing units in the area cleared. Such

a program of clearance and of redevelopment is hamstrung in Minneapolis by the

lack of Federal funds. * * *

Ebio G. Hoyeb,

Mayor.

â�¢ â�¢â�¢â�¢***

Mr. Eulender. * * * Public action is necessary if the slums are to

be cleared. The clearance of slums and the preparation of sites for

the right kind of redevelopment is a deficit operation that private
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PHILADELPHIA, Pa., April 1!, 19J,9. 
Hon. PAUL V. BETTERS, 

United State Oonference of Mayor8: 
The city of PhiladelphIa Is doing everything humanly possible to recreate 

here the best possible environment for living and working. Because ot financial 
UmitatioDS, It will be necessary to have the assistance of the Federal Government 
it we are to achieve our high goal of ciyic improvement. 

In the program ot redevelopment of old areas, Federal assistance will be 
necessary in helping to meet the cost. • • • 

BERN ABD SAMUEL, 

M a1lor 01 Philadelphia. 

• • • • • • • 
• • • Slum clearance program essential to preserve city's tax base. City plan 

commission has designated 2,520 acres in need redevelopment. Present annual 
average tax revenue $864 per acre. If privately redeveloped would yield $2,304. 
Increase would pay city's third net project cost in 10 years. Public housing 10 
percent shelter rent in lieu would amount to $700 per acre. Redevelopment 80 
percent private, 20 percent public housing, would pay city's share costs in 12 years. 
Data juvenile delinquency, health, fire costs, and so forth, and more detailed data 
of above summary air-mailed to you today. 

• • • 

Mayor Eugene I. Van Antwerp, 
[S] JAMES H. INGLIS, 

Detroit H008ino Oommi88ion. 

• • • • 
• • • Redevelopment areas expensive to acquire and clear. City will need 

Federal loans and capital rent subsidies to enable private enterprise to rebuild in 
bllghted areas. San Francisco's planning and housing association, citizen's group 
1947, compared same size good and bad neighborhoods. Studies showed the fol
lowing: Bad neighborhood, 100 juvenile delinquents; 762 public welfare cases; 
4,771 adult arrests. Good neighborhood, 17 juvenile delinquents; 38 public wel
fare cases, 39 adult arrests. Bad neighborhood had twice the fires, 36 times as 
many tuberculosis cases; 66 times as many city hospital cases; 3 times as many 
babies died. Municipal services In bad neighborhood cost $750,000; in good neigh
borhood $86,000. Tax revenues from bad neighborhood, were $370,000; in good 
neighborhood, $543,000. Bad neighborhood is in area designated for redevelop
ment. Yesterday, April 11, 1949, San Francisco Board of Supervisors passed 
resolution endorsing S. 1070, Housing Act of 1949. 

• • • • • 

ELMER E. ROBINSON, 

Mayor of San FraMiBoo. 

• • 
• • • However, slum clearance cannot be effected without appropriate plans 

in hand for the establishment of low-rent housing units in the area cleared. Such 
a program of clearance and ot redevelopment is hamstrung in Minneapolis by the 
lack ot Federal funds. • • • 

• • • • • 

EBIO G. HoYER, 
Jlag&r. 

• • 
Mr. ELLENDER. * * • Public action is necessary if the slums are to 

be cleared. The clearance of slums and the preparation of sites for 
the right kind of redevelopment is a deficit operation that private 
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enterprise obviously is unwilling to undertake. It is a job of such

proportions that the local communities cannot tackle it effectively

alone. Yet, if we allow the slums to persist, we shall be continuing a

huge deficit in our national lifeâ��a deficit in human values as more

generations of children are brought up under conditions that breed

misery, delinquency, and disease, a deficit in monetary values as our

communities bear the costs of municipal services which these con-

ditions make necessary. It is, therefore, essential that the Federal

Government provide the kind of assistance made available in S. 1070

for the clearance of slums. * * *

Question. What justification is there for Federal financial assist-

ance to communities for slum clearance? Why cannot the localities

and States handle this problem themselves without Federal aid ?

Answer. The continued use of well over 5,000,000 slum dwellings

and other substandard housing raises issues of national importance

from the standpoint of the health and morals of millions of families

and millions of children who will represent a substantial percentage

of our citizenry in the coming generation. These slums and blighted

areas have existed and have spread for generations, and experience has

shown that they will continue to exist and to spread unless Federal

financial aid is made available for their clearance.

The heart of the slum-clearance problem is the high price com-

manded by land in the central areas of cities, even when those areas

are blighted or deteriorated, and the necessity for a substantial write-

off of that price if slum areas are to be redeveloped on a sound basis

which will prevent the recurrence of slum conditions.

States and cities are increasingly aware of the social costs of slums,

of the threat to municipal solvency arising from the spread of slums

and from the increasing spread of new building to the outskirts of

cities, and of the heavy municipal outlays for city services in slum

areas which greatly exceed the tax revenues derived from those areas.

Nevertheless, they have lacked the financial resources to undertake

more than a few scattered slum-clearance projects under the redevelop-

ment legislation which is now on the statute books of half of the States.

This, in turn, reflects the basic limitations on the sources of revenue

for both State and local governments and the mounting costs of estab-

lished public services. * * *

(Excerpts from the Congressional Record, April 14, 1949)

Mr. Matbank. * * *

* * * More than one-third our dwelling units constructed before 1900. City-

plan commission estimates that our slum and blighted districts cost city $4,000,000

a year. This figure represents difference in cost of various municipal services and

tax yield from such district. From both humanitarian and economic viewpoint

slums are bad business. Respectfully refer you to my testimony before Joint
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enterprise obviously is unwilling to undertake. It is a job of such 
proportions that the local communities cannot tackle it effectively 
alone. Yet, if we allow the slums to persist, ~e shall be continuing a 
huge deficit in our national lif~a deficit in human values as more 
generations of children are' brought up under conditions that breed 
lnisery, delinquency, and disease, a deficit in monetary values as our 
communities bear the costs of municipal services which these con
ditions make necessary. It is, therefore, essential that the Federal 
Government provide the kind of assistance made available in S. 1070 
for the clearance of slums. * * * 

QUESTION. What justification is there for Federal financial assist
ance to communities for slum clearance ~ Why cannot the localities 
and States handle this problem themselves without Federal aid ~ 

ANSWER. The continued use of well over 5,000,000 slum dwellings 
and other substandard housing raises issues of national importance 
from the standpoint of the health and morals of millions of families 
and millions of children who will represent a substantial percentage 
of our citizenry in the coming generation. These slums and blighted 
areas have existed and have spread for generations, and experience has 
shown that they will continue to exist and to spread unless Federal 
financial aid is made available for their clearance. 

The heart of the slum-clearance problem is the high price com
manded by land in the central areas of cities, even when those areas 
are blighted or deteriorated, and the necessity for a substantial write
off of that price if slum areas are to be redeveloped on a sound basis 
which will prevent the recurrence of slum conditions . 
. States and cities are increasingly aware of the social costs of slums, 

of the threat to municipal solvency arising from the spread of slums 
and from the increasing spread of new building to the outskirts of 
cities, and of the heavy municipal outlays for city services in slum 
nreas which greatly exceed the tax revenues derived from those areas. 
Nevertheless, they have lacked the financial resources to undertake 
more than a few scattered slum-clearance projects under the redevelop
ll1ent legislation which is now on the statute books of half of the States. 
This, in turn, reflects the basic limitations on the sources of revenue 
for both State and local governments and the mounting costs-of estab
lished public services. * * * 

(Excerpts from the Congressional Record, April 14, 1949) 

Mr. MAYBANK. * * * 
• • • More than one-third our dwelling units constructed before 1900. City 

plan commission estimates that our slum and blighted districts cost city $4,000,000 
a year. This figure represents difference in cost of various municipal services and 
tax yield from such district. From both humanitarian and economic viewPOint 
slums are bad business. Respectfully refer you to my testimony before Joint 
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Congressional Committee on Housing, October 24, 1947. What I said then is just

as true today.

Aloys P. Kaufmans,

(p. 4815) Mayor of St. Louis.

*******

* * * The slum areas are a disgrace to the city, and in many cases are a health

and social menace. We have over 4,000 units before the war that were unfit for

human habitation. These units have been increased in number, bringing practi-

cally no revenue by way of taxation, and costing our city a substantial amount of

money to maintain. We can see no way of correcting this situation, other than

through the enactment of a slum-clearance program by our Congress. * * *

Edward K. Delaney,

(p. 4816) Mayor. [St. Paul, Mirm.]

*******

Mr. Douglas. Mr. President, but I suppose the objectors will argue

that while this may be a community concern, it should be tackled by

the cities and States, but not by our National Government. The truth

of the matter, however, is that our cities and local governments are

more or less broke and simply do not have the income to shoulder either

all or a major part of the load. They get their revenues in the main

from real estate which is paying about all that it can. They have about

reached the limit of their bonded indebtedness. If the slums are to be

cleared, therefore, the Federal Government will have to do the main

part of the job, although the cities should, of course, help as they are

required to under the provisions of this bill. * * *

(p. 4820) April 20,1949.

Mr. Bricker. * * * On the floor of the Senate great stress has been

placed on the need for slum elimination. No one disagrees with the

motive of those who desire to eliminate the slums in metropolitan areas.

Certainly I do not differ with the purpose of the section of the bill

which seeks to encourage the elimination of city slums. There has been

a great deal of overemphasis placed upon that aspect of the bill hereto-

fore, both in the committee and on the floor of the Senate, the hope

being that emphasis upon title I of the bill will carry along the other

titles with which many of us do not agree. * * * (p. 4886)

Mr. Bricker. * * * I for one am not in favor of the Federal Gov-

ernment encouraging such an attitude on the part of local public

officials. I think that sooner or later, if the slum condition is ever

to be eliminated in the metropolitan areas, it must be because the local

authorities assume their full responsibility. For the reason that this

bill does put that responsibility upon the local communities to a large

degree, even though Federal contributions and grants are made to

local area authorities, I shall support title I, if it is possible to do so,

separate from some of the other provisions of the bill. It will be an

impetus, it will be an encouragement to local governments to do the
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Congressional Committee on Housing, October 24, 1947. What I said then is just 
as true today. 

(p. 4815) 

• • • • * 

ALOYS P. KAUFMANN, 

Mayor of St. Lo-ui8. 

* • 
• • • The slum areas are a disgrace to the city, and in many cases are a health 

and social menace. We have over 4,000 units before the war that were unfit for 
human habitation. These units have been increased in number, bringing practi
cally no revenue by ,,"'ay of taxation, and costing our city a substantial amount of 
money to maintain. We can see no \vay of correcting this situation, other than 
through the enactment of a slum-clearance program by our Congress. * • • 

(p. 4816) 

• • • • 

EDWARD K. DELANEY, 

Mayor. [St. Paul, Minn.] 

• • 
~{r. DOUGLAS. Mr. President, but I suppose the objectors will argue 

that while tllis may be a community concern, it should be tackled by 
the cities and States, but not by our National Government. The truth 
of the matter, however, is that our cities and local governments are 
more or less broke and simply do not have the income to shoulder either 
all or a major part of the load. They get their revenues in the main 
from real estate which is paying about all tllat it can. They have about 
reached the limit of their bonded indebtedness. If the slums are to be 
cleared, therefore, the Federal Government will have to do the main 
part of the job, although the cities should, of course, help as they are 
required to under the provisions of this bill. * * * 
(p.4820) APRIL 20, 1949. 

Mr. BruCKER. * * * On the floor of the Senate great stress has been 
IJlaced on the need for slum elimination. No one clisagrees with the 
lIlotive of those who desire to eliminate the slums in metropolitan areas. 
Certainly I do not differ with the purpose of the section of the bill 
which seeks to encourage the elimination of city slums. There has been 
n great deal of overemphasis placed upon that aspect of the bill hereto
fore, both in the committee and on the floor of the Senate, the hope 
being that emphasis upon title I of the bill will carry along the other 
titles with which many of us do not agree. * * * (p.4886) 

Mr. BRICKER. * * * I for one am not in favor of the Federal Gov
ernment encouraging such an attitude on the part of local public 
officials. I think that sooner or later, if the slum condition is ever 
to be eliminated in the metropolitan areas, it must be because the local 
authorities assume their full responsibility. For the reason that this 
bill does put that responsibility upon the local communities to a large 
degree, even tllough Federal contributions and grants are made to 
local area authorities, I shall support title I, if it is possible to do so, 
separate from some of the other provisions of the bill. It will be an 
impetus, it will be an encouragement to local governments to do the 
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job which they heretofore should have done on their own responsi-

bility.

In considering the problem I recognize full well that the financial

situation of many of the cities is very bad. Likewise in some of the

States the financial situation is not good at the present time. But

most of the States of the country are solvent. Many of them have no

debts at all. And certainly the city governments are in a better

financial position today to assume this responsibility than is the Fed-

eral Government which we directly represent in the Congress of the

United States. They have no debts, either singly or in the overall

collective situation, comparable to the debt owed by the Federal Gov-

ernment. They have the resources from which to draw to eliminate

local slum conditions. Many communities have assumed that respon-

sibility. Such communities stand out as exemplifications of good local

government, and should afford encouragement to other communi-

ties. * * * (p. 4886)

April 21, 1949.

Mr. Taft. Title I, dealing with urban redevelopment, as I read it,

authorizes $1,000,000,000 in loans and $500,000,000 in grants. The

$1,000,000,000 should be paid back, I should think, in all cases, within

5 years from the time it is loaned. So I should say that the net cost

to the Government would be $500,000,000, so far as the program goes.

As a matter of fact, I think it should be recognized that if the program

is a successâ��and it is an experiment; I do not know how this plan of

cities buying up property and redeveloping will workâ��the $500,000,-

000 will not go very far, but we can see, after we get through, whether

it has apparently been worth while or not. That ends that obligation

so far as title I is concerned. * * * (p. 4930)

* * * Let us say a city buys a considerable amount of property.

The Government gives it the money with which to buy that property.

Then the city turns around and sells that property. The city may sell

the property to itself, or it may sell the property to the county, or the

school district or to private parties. Then the city pays the proceeds

back to the Government. But the Government, in this total program,

permits the retention of $500,000,000 of what has been paid out by the

Government. The municipalities which have purchased such prop-

erties will probably not sell the properties for more than $500,000,000.

They pay the Government back what they get out of it. The Govern-

ment is financing a turn-over operation, and the Government says it

will pay two-thirds of the net cost of that operation, not to exceed

altogether $500,000,000. (p. 4930)
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(Excerpts from Congressional Record, May 27,1949, pp. 7076-77)

RESOLUTIONS OF EASTERN COLLEGE YOUNG REPUBLICAN POLICY

CONFERENCE

Mr. Schoeppel. Mr. President, I ask unanimous consent to have

printed in the body of the Record resolutions adopted by the Eastern

College Young Republican Policy Conference, at Yale University,

New Haven, Conn., April 30-May 1,1949. * * *

* * * Therefore, we urge that the actual slum-clearance programs be initi-

ated by local communities, who shall have the option of doing the job themselves

or hiring private contractors to do the Job for them.

Since, however, local communities rarely have the resouces to undertake

projects of this sort, we urge that the Federal Government issue them loans

and grants for this purpose. * * *

(Excerpts from Congressional Record, June 22, 1949, pp. 8295-6)

Mr. Martin of Massachusetts. * * * We all have a natural con-

cern for clearance of the slums in the big cities of our country. They

are manaces and a threat to our national health. These slums should

and must be cleaned up. And the Federal Government will be

obliged to aid or else the job will not be done. Communities are

reluctant to clean up their own messes. Yet they must not be allowed

to step out of an obligation which primarily belongs to them. After

all, slums are man made. They occur chiefly because of a laxity on

the part of city authorities. Landlords are permitted to exact rentals

from the poor people and then are not obliged to keep up their

property. Here is where should come the first step in the needed

reform. Cities should be required through ordinances similar to

those in Baltimore to take the initial step in slum clearance. It is

remarkable how much can be done. Old, unsightly buildings can

be repaired, renovated, and remodeled. They could be made in some

instances better than new homes. One need only point to what has

been accomplished in Georgetown in the Nation's Capital. The job

can and must be done, but it can only be effective through the driving

force of local public opinion.

There is another side of the slum-clearance picture, too, we must

consider. How enormous will be the job? We should know the

whole story before departing upon a venture that could be

overwhelming.

I am afraid from my own observations that some of the veterans'

housing that has been constructed under Government supervision will
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last only a short time. A few years hence there well may be suburban

slums that we will be asked and with direct obligations to clean up

because we put them there. The whole problem is one that must

be thought through.

June 24, 1949.

Mr. Spence. * * * How are you going to get rid of the slums

except by Federal contribution? There is no way in the world to

do it. * * * It is said that we should put the slum-clearance matter

back on the cities. But the cities cannot do it. I have represented

three or four cities in my time. I know the limitations of the cities.

They are the creatures of the State. They are organized by the State,

their charters are granted by the State, and they are limited in their

activities under the State constitution. For instance, in the State

of Kentucky a municipality is limited in its tax rate, it is limited in

its indebtedness, it is limited in its expenditures. In every other

State in the Union I think you will find similar provisions. If we

put this back on the cities we will have no slum clearance.

Let us look this matter in the face. You have either got to proceed

in the way provided by the bill or you have got to let the slums

continue, you have got to let men who have no houses remain without

homes or with their in-laws and their relatives. * * *

STATEMENT OF HON. WILLIAM O'DWYER, MAYOR OF THE CITY OF

NEW YORK, PRESENTED BY GEN. THOMAS F. FARRELL, CHAIRMAN

OF THE NEW YORK HOUSING AUTHORITY

(Excerpts from House Hearings on Housing Act of 1949, May 6, 1949,

pp. 522, 523 and 527)

*******

[General Farhell] "The provisions for slum clearance redevelop-

ment are satisfactory. They provide an excellent opportunity for

extensive redevelopment, largely by private enterprise, of worn-out

sections of our city.

Without the Federal aid provided by the housing bill, there is little hope of

clearing the slums and providing homes for low-income veterans in any of our

major cities. The costly job cannot be done by private builders at present costs.

****** *

Mr. Multee. General Farrell, the question has been raised here as to whether

or not the cities and States can carry on the slum-clearance and public housing

program on their own. Am I right in saying that Governor Dewey, who is rec-

ognized in our State as the outstanding Republican of the State, and Mayor

O'Dwyer, who is certainly a leading Democrat of the State, are both in agreement

that neither our city nor our State can carry on this job without Federal aid?

General Farrell. I think that is right, Mr. Multer. New York State has con-

tributed largely to the program. We are now in New York City carrying ont

programs either under way or which will be under way, which will total some

$360,000,000, with State aid.
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The State legislature this year has passed an additional $300,000,000 authori-

zation which will be voted on this fall. New York City will get out of that some

$250,000,000, making a total of about $600,000,000 of State funds, largely after

the war, in New York City for housing.

New York City itself has gone to the full amount of its debt limit in its own

programs and in supporting the State program, to a total of $328,000,000. That

is the ultimate of its constitutional authority to aid housing.

Still, with those programs, there remains a vast amount of old housing, and

there is a great shortage of housing for people in the low-income bracket. So I

think the answer is that without Federal help the program will be insoluble for

a long time.

Mr. Cole. Do you envision the complete elimination of all the slums on Man-

hattan Island?

General Farbeix. No, sir; not for a long time. I envision the elimination of

the worst of them, with this program, the State's program, and the city's program,

over the next 10 years. But there are 400,000 old tenements in the city of New

York. Some have been improved, but it is going to take a long time to get rid

of them all.

Mr. Cole. I think that from what I know of your program, New York City and

State have been doing a very fine job. I think some of the other cities in the

country could well take note of your municipality's operation, because I do be-

lieve you are attempting to do what you can, within your limitations, locally. I

do want to comment, however, on your statement about the total authorized limit.

There may be some question of how far you should extend that authorization, or

the restriction, on levies for public housing. I do not know how far you can go.

STATEMENT OF HON. THOMAS D'ALESANDRO, JR., MAYOR OF

BALTIMORE CITY AND CHAIRMAN OF THE STANDING COMMITTEE

ON LEGISLATION

(Excerpts From House Hearings on Housing Act of 1949, pp. 536-537)

*******

Mayor D'Alesandro. It has been said that housing and slum clearance are

local problems and should be handled directly by the cities and States without

Federal assistance. I am not going to debate the theoretical merits of this ques-

tion, but I will say that without Federal assistance nothing effective will be

done, except in a few of the wealthier States. The areas which have the worst

housing needs are those which are least able to help themselves. The problem is

one of the most urgent domestic issues confronting the country. For the Fed-

eral Government to turn the whole matter back to the States and cities would

represent an indefensible neglect of its proper responsibility for the national

welfare.

I have so far spoken mainly about public housing, because it has caused more

controversy than any other aspect of the proposed legislation being considered

by this committee. I do not, however, want to overlook two other items included

in this bill or in other pending legislation: redevelopment and middle-income

housing.

My support for public housing is not inconsistent With my belief that private

enterprise should be encouraged and assisted to handle as much of the housing

and slum-clearance problem as it can. Private enterprise has not heretofore

been able to operate in slum areas because of the high cost of existing properties
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and the difficulties involved in assembling an area sufficiently large to be usable.

Redevelopment, as proposed in Title I of H. R. 4009, provides a formula to over-

come these difficulties. Use of this formula should enable private enterprise to

assume a portion of the job of slum clearance.

The necessity for Federal assistance to redevelopment is illustrated by our

experience in Baltimore. The Baltimore Redevelopment Commission was one

of the first to be created in the country. Eight official redevelopment areas have

been established, covering a total of about 400 acres. These areas represent

only a portion of our total slum areas. Last November the city overwhelmingly

approved a $5,000,000 bond issue for redevelopment purposes. This is the most

that the city can afford, and yet it will serve to treat only oneâ��or, at most, twoâ��

of the eight areas. H. R. 4009, if adopted, will, in effect, triple our resources and

enable us to use private enterprise in tackling a real job of slum clearance.

STATEMENT OF CARL H. CHATTERS, EXECUTIVE DIRECTOR,

AMERICAN MUNICIPAL ASSOCIATION

(Excerpts From House Hearings on Housing Act of 1949, pp. 673-674)

In Title I (slum clearance) Federal loans are provided (sec. 102) to finance

surveys and plans in preparation of projects, to provide working capital for

undertaking projects, and to finance, on reasonable terms, the redeveloped land

leased by cities Â» * * the provisions of section 102 are necessary to make the

program really work.

Federal grants for slum clearance and redevelopment on the basis of 1 local

dollar to 2 Federal dollars are provided by section 103, of Title I. The amount

and the nature of the local contribution are important considerations. I think

it is fair to say that one-third of the net project cost is all that cities can bear.

It is very important that a city be permitted to count, towards its contribution,

the cost of the schools, parks, utilities, sewers, and other public facilities related

to these projects. These public facilities may be a very substantial portion of

the total cost of acquiring, clearing, and assembling land, and preparing it for

redevelopment. The work which must be done by the city will involve redesign

of street areas which in turn will require new pavements, sewers, water mains,

and other facilities. New schools may be needed as well. Since all these new

facilities may be the largest part of the net project cost they should surely be

counted as part of the city's contribution to the project. This point of view is

further supported by the fact that one deterrent to present private housing is the

inability of many communities to finance the extension of sewers, water mains,

streets, and sidewalks into new areas.

To the extent that public housing replaces slums or other undesirable areas,

the cities will get no added taxable value. Therefore the cities will get no in-

crease in their borrowing capacity. Their revenues would come only from the

payments in lieu of taxes of 10 percent provided in section 205 (h) of the biU.

For all these reasons the Federal grant appears necessary as a stimulant and.

as a direct aid. The justification for considering the city's investment in new

facilities as part of the project cost seems clear. Unless these facts are recog-

nized then many citiesâ��perhaps those with the greatest needâ��could make no

use of this program.
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further supported by the fact that one deterrent to present private housing is the 
inability of many communities to finance the extension of sewers, water mains. 
streets, and sidewalks into new areas. 

To the extent that public housing replaces slums or other undesirable areas, 
the cities will get no added taxable value. Therefore the cities will get no in
crease in their borrowing capacity. Their revenues would come only from the 
payments in lieu of taxes of 10 percent provided in section 205 (h) of the bill. 

For all these reasons the Federal grant appears necessary as a stimulant and 
as a direct aid. The justification for considering the city's investment in new 
facilities as part of the project cost seems clear. Unless these facts are recog
nized then many cities-perhaps those with the greatest need----could make no 
use of this program . 
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(Excerpts From Congressional Recordâ��June 28,1949, p. A-4320)

* * * You object to the extent to which cities and States are depending upon

the Federal Government for various forms of assistance. As a purely theoretical

concept I can agree with your objection but a reduction in the present levels of

Federal assistance must depend upon some reapportionment of tax sources.

Until some such reapportionment has taken place the only practical approach

to the problem is that provided in the present bill. I see no point in postponing

action now while our slums continue to rot. This is no time to debate academic

abstractions.

My support for the housing bill is based upon the fact that it is the result of

long and exhaustive study over many years by competent committees of the

Congress and upon my conviction that it represents the best possible method

presently available for solving one of our greatest domestic problems. I can

only regard your opposition to the bill as a disservice to Baltimore city and to

the welfare of the entire country.

Sincerely,

Thomas D'Alesandro, Jr.,

Mayor of Baltimore, Md.

STATEMENT OF CALVIN K. SNYDER, SECRETARY OF THE REALTORS'

WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF

REAL ESTATE BOARDS

(Excerpts From Senate Hearings on General Housing Legislation, February 1949,

p. 414)

* * * Slum clearance has to be done in cooperation with Govern-

ment and industry. It is a problem too big for any one community

to develop, because you have those problems which include the right

of eminent domain to get that property, to raze it, and then to clear

it and to resell it for what best use it has. Perhaps that land isn't

even good for housing, as you found in Charleston, where some of that

land wasn't even good for housing and you wanted to use it for another

purpose.

That is good slum clearance, good planning, and that is what should

be provided here, but not to go into a development, if you want to call

it a slum clearance, of open suburban land.

That is our point of discussion and our point of disagreement.

Senator Douglas. Then you do not oppose the clearance of slums

as such?

Mr. Snyder. With cooperation between the States and the Federal

Government, no.

Senator Douglas. Do you favor Federal subsidies for those

purposes ?

Mr. Snyder. Not subsidies, but a grant-in-aid type of proposal

where the State and Federal Government get together and work out a

State redevelopment project, and the State and local communities do

the job.
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The State and local community can do that job if it has the help

of the Federal Government, but the Federal Government cannot run

it from Washington.

Senator Douglas. You want to put up the money and not protect it?

Mr. Snyder. Not all the money.

Senator Douglas. But put up a large portion of the money ?

Mr. Snyder. Eight here it is putting up two-thirds of it. A match-

ing piece would be 50-50.

STATEMENT OF RODNEY M. LOCKWOOD, FIRST VICE PRESIDENT,

NATIONAL ASSOCIATION OF HOME BUILDERS

(Excerpt From Senate Hearings on General Housing Legislation, February 1949,

p. 536)

The type of language appearing on page 3, lines 3-11, and elsewhere

in this bill would encourage local governments to plead poverty and

inability to handle their own problems in order to "qualify" for

what we must term a Federal tax dole. This is unsound, since it dis-

courages local governments from exercising their own powers in order

to cure their own slum conditions which are a product of their

failure to use police powers inherent in their own government

structures. * * *

STATEMENT OF THOMAS S. HOLDEN, COMMERCE AND INDUSTRY

ASSOCIATION OF NEW YORK, INC., PRESENTED BY RALPH BROOKS

(Excerpts From Senate Hearings on General Housing Legislation, February 1949,

pp. 689-690)

Federal subsidies for slum clearance should be vigorously opposed

on several grounds. They invade the proper sphere of State and

local responsibility; they encourage extravagance and waste, as well

as subservience of local governments to the party currently in power

nationally; they are apt to cost the taxpayers of a given locality many

more dollars in Federal taxes than the dollars of benefits allocated

to their community.

* ******

An impartial expert study of the credit requirements of State and

local governments might reveal that there is need for creating some

sort of banking facility for State and local governments, perhaps

some EFC-type or Export-Import Bank-type of institution, if needed

facilities cannot be provided by private finance. Experience in fi-
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nancing State and local public works during the depression emergency

suggests that there may be such a need.

Proper study should indicate whether there is such a need, not

necessarily for a slum-clearing revolving loan fund but for any fore-

seeable legitimate credit needs, and what kind of institution would

best take care of it. The kind of debt-creating and lending author-

ity which would be granted to the Housing and Home Finance Ad-

ministrator under title I would be an unsound way to meet this need,

if, indeed, it actually exists.

STATEMENT BY VINCENT J. MURPHY, MAYOR OF THE CITY OF

NEWARK, N. J.

(Excerpts From Senate Hearings on General Housing Legislation, February

1949â��pp. 798, 800, and 801)

But entirely aside from the moral point of view, our failure to

eliminate the slums and provide decent low-cost housing is a criminal

economic waste as well.

Private enterprise, in the final analysis, pays the tax bill for our

Government whether that Government be national, State, urban, or

rural. Private enterprise, therefore, is paying millions of dollars a

year to continue the slum conditions and the attendant vice, crime, and

disease. It is paying far more than it would cost to remove these

conditions and create the satisfactory living conditions that would

make our American working people comfortable. * * *

With our limited tax base and capacity for the issuance of bonds,

we cannot engage in this vast project without your help. If you will

give us, and all American cities, a substantial start, our ultimate sav-

ings will enable us to finish the job. There is only one possible

solutionâ��action at the Federal level for the good of all of the people

of the United States. * * *

We have a problem. A year ago we passed a Redevelopment Act

in the State of New Jersey. That act passed the right of the

municipalities to participate in private enterprise in the clearing of

slum areas. The Prudential Insurance Co., which is a very large

insurance company in America, was unable, even with the contribution

by the city, of purchasing the land. As their part in participating

in eliminating the slums, they were unable to bring the costs per room

down below $20. With that kind of a condition it is just utterly im-

possible to go ahead with any elimination of slums in the city of

Newark. * * *
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STATEMENT OF ALDERMAN ALFRED C. HASS, FIRST WARD, CITY OF

MILWAUKEE, CHAIRMAN, COMMON COUNCIL COMMITTEE ON

HOUSING, HARBOR, BRIDGES, PUBLIC PROPERTY

(Excerpts from Senate Hearings on General Housing Legislation, February

1949â��p. 807)

As an alderman and as chairman of the housing committee of the

Common Council of the city of Milwaukee, I am prepared to attest

to the fact that few problems, if any, have ever given greater concern

to the community than have housing and blight elimination. Within

its means and financial ability, the city of Milwaukee has shouldered

the responsibility of helping itself and is prepared to continue to do

so in the sincere hope that the Federal Government also will recognize

the problems that exist so that a joint and concerted effort may be

made in the application of the necessary remedies.

The city of Milwaukee, like all older urban communities, is con-

fronted with the problm of dealing effectively with the decay of its

residential areas, commonly spoken of as blighted. It is generally

recognized that blight spreads from dwelling to dwelling, from block

to block and finally from neighborhood to neighborhood. It eventu-

ally destroys not only the best in property values but equally much of

the best in human values. Blight is the result of a lack of vision and

of neglect. The evidences of blight in practically every older section

of the city are so abundant as to become a matter of common

knowledge.

In attempting to cope with our own problem in Milwaukee, we have

recognized that two methods of approach must be taken. The first is

to stop the growth of blight by the application of regulatory ordi-

nances in such areas where the problem is particularly severe. The

second approach is that of reclamation by demolition and redevelop-

ment of such areas where ordinance enforcement is of little use. It is

for the accomplishment of the latter that the city of Milwaukee is

prepared to issue $2,500,000 in general obligation bonds, and which,

to have any far-reaching effect, must be matched by funds other than

the city is able to provide. It is for this reason among others that I

urge the passage of bill S. 138 to make possible the use of Federal

funds to assist communities which like Milwaukee are prepared to

assume their share of the cost of rehabilitating their blighted areas.

Deteriorating neighborhoods represent declining taxable values.

Declining taxable values, however, do not imply a declining cost of

municipal services in such areas. On the contrary, cost of schools,

fire and police protection, health protection and other municipal serv-

ices and facilities must be extended to such areas at a cost which is

entirely out of proportion with the tax revenues derived therefrom.
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It is my opinion that we have already too long deferred facing this

problem and recognizing it for what it is; namely, a continuing drain

of public funds in the subsidizing, not of decent sanitary housing, but

of run-down substandard and unsafe housing as well as neighborhoods.
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Exhibit 10

A STATEMENT ON PROBLEMS AND CAPACITIES IN LOCAL FINANCING

OF SLUM CLEARANCE

Time and the cost would not permit the accumulation of fiscal

statistics covering the entire country. It has been decided, therefore,

to give examples using cities actually engaged in slum clearance and

with varying populations, financial resources and location around the

country. The attached statistical summaries of a sampling of cities

now engaged in slum clearance under Title I financial assistance repre-

sent a distribution based upon both size and geographical location.

The sample covers 14 cities with populations ranging from 102,000

to 7.9 million in which 28 Title I projects are now (September 30,1953)

under contract with aggregate net project costs estimated at $139

million. On the average, these projects will clear only 3.3 percent

of all the dwelling units in the 14 cities reported substandard by the

1940 census. In only 3 cities will these first Title I projects make sub-

stantial progress in attacking the problem. Norfolk is clearing 20

percent of its 1940 total of substandard units, San Francisco 12 per-

cent and St. Paul 8 percent.

In using the attached statistics for individual cities, it is well to bear

in mind a number of limiting factors which should enter into any

judgment as to the capacity of a community to finance the loss in-

herent in almost any slum clearance project.

Substantial percentages of a city's revenue must be devoted to debt

service, police and fire protection, sanitation and water supply to men-

tion a few. Other portions are earmarked for education, pensions,

welfare, relief and so on. The tremendous growth in motor traffic has

touched off fierce competition for funds with which to finance costly

highway improvements. Many of our cities are pressing hard on

debt ceilings. Many more must function under limited taxing power

particularly when, as is so frequently the case, the limit is on taxes

for operation.

Apart from the foregoing, the cost of nearly everything a city buys

has risen much faster than municipal tax revenue sources could

respond. And there is the further limitation imposed by the States

upon available sources of taxation.

This squeeze becomes more striking when it is realized that for all

local governments property tax revenue is only 90 percent greater now
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than in 1932 while prices paid by governments are up about 145 per-

cent. (Foreword, U. S. Conference of Mayors Report "Municipal

and Intergovernmental Finance 1932-1942-1952.")

Basically, cities rely heavily upon property taxes for operating

funds. Partly because of statutory limitations and partly because the

assessment baseâ��or grand listâ��lags in its response to rising prices,

this major portion of a city's income falls behind in the race with

costs.

The $139 million aggregate net project costs for clearing 3.3 percent

of the substandard units in all 14 sample cities may be compared with

the combined net debts of the 14 cities, which amounted (latest reports

for each city; dates vary) to some $3.2 billion dollars, and with their

combined revenues from all local sources, which amounted to $1.6

billion. Let us assume for the moment that to clear all the 1940 sub-

standard units in these 14 cities would take on the order of 30 times

the $139 million aggregate net project cost for the 28 projects, or a total

of $4.2 billionâ��which is 129 percent of the 14 cities combined net debt,

and represents their combined local revenues for more than 2y2 years.

(See attached notes.)

In summarizing the recent report on "Municipal and Intergovern-

mental Finance, 1932-1942-1952," Paul V. Betters, Executive Direc-

tor, the United States Conference of Mayors, states the following

conclusion:

"Local governments have had to face the problem of increased prices

and costs, as well as expanding needs for essential public services,

with much less sensitive and flexible tax revenue sources than either the

States or the National Government.

"This problem has been particularly serious for municipalities,

which have benefited less directly than other local governments from

grants-in-aid, and which face major needs and demands for moderni-

zation of urban transportation facilities and municipal plant."

NOTES TO ACCOMPANY STATEMENT

1. Total local government revenues increased less than threefold in

the 20 years, 1932 to 1952, while gross national product and total per-

sonal incomes increased over fivefold. In the same period, State reve-

nues increased over sevenfold and Federal revenues more than 25

times. (Table 5 and text on pp. 10 and 11 of the U. S. Conference

of Mayors Report "Municipal and Intergovernmental Finance 1932-

1942-1952.")

2. The following summary provides a standard to judge the per-

centage distribution of local revenues by broad sources, as given for

each city in the attached statistical summaries.
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1942--1952. ") 

2. The following summary provides a standard to judge the per
centage distribution of local revenues by broad sources, as given for 
each city in the attached statistical summaries. 
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PRESIDENTS ADVISORY COMMITTEE ON HOUSING

Sources of 1951 Revenues of H largest cities

[Population over 250,000] Percent

From property tax 60

From nonproperty tax 23

From other local sources 17

Total from all local sources 100

From State aid, shared taxes, etc 27

Total city revenues 127

(Table 13 of Conference of Mayors Report, supra.)

3. Total city revenue per capita varies widely with the functions

performed by the industrial cities. Total revenue (excluding utility

and insurance trust revenues for which per capita details are not

available) for the largest cities averaged $75 per capita in 1951. The

peak was $186 and the lowest $30 per capita. (Table 32 of "Large-

City Finances in 1951," U. S. Bureau of Census.)

Norfolk (fiscal year ended Dec. 31, 1952), population, 213,513.

Debt:

National me-

dian cities

100,000 to

250,000

In millions

of dollars

Per capita

Norfolk

43.7

25.4

$119

(')

$55

None

(')

25.4

119

81

1 See comments.

Peak debt burden $25.4 million in 1952. Low point $13.7 million In 1945. Increase 85 percent since 1945.

Open borrowing capacity $10.2 million inside debt limitation (excludes utilities) which is IS percent of

assessed value.

Assessed value.â��$295 million. (Said to be 63 percent of actual

value.) Continuous annual increase since 1939 (or earlier) when as-

sessed value was $150 million.

Tax rate.â��$27 per $1,000 of assessed value, or about $17 per $1,000

of actual value. Same rate since 1949 (or earlier). No limitations

on property taxes. Tax collections poor, with delinquencies double the

national experience.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes..

Water surplus

Other local sources,.

Local subtotal

State aid, etc

7.7

4.8

3.1

2.5

42.5

26.5

17.1

13.9

18.1

1.9

100

City total

1 Per capita.

20.0

'$94
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Source, of 1951 Revenue, of 41 wgeBt citia 

[Population over 250,000] PerCfm'l 
From proJ)erty tax____________________________________________________ 00 
From nonproperty tax________________________________________________ 23 
From other local sources______________________________________________ 17 

Total from all local sources_______________________________________ 100 
From State aid, shared taxes, etc______________________________________ 27 

Total city revenues______________________________________________ 127 

(Table 13 of Conference of Mayors Report, 'Upr4.) 

3. Total city revenue per capita varies widely with the functions 
performed by the industrial cities. Total revenue (excluding utility 
and insurance trust revenues for which per capita details are not 
available) for the largest cities averaged $75 per capita in 1951. The 
peak was $186 and the lowest $30 per capita. (Table 32 of "Large
City Finances in 1951," U. S. Bureau of Census.) 

Norfolk (fiscal year ended Dec. 31, 1952), population, 213,513. 
Debt: 

National me-
In millions Per capita dian cities 
of dollars Norfolk 100,000 to 

250,000 

Gross direct ____________________________________________________ _ 
Net direct _____________________________________________________ _ ~: ~ ---------iiig- -----------iM 
Overlapping ___________________________________________________ _ None (I) <I) Debt burden __________________________________________________ _ 26.4 119 81 

I See comments. 

Peak debt burden $25.4 million In 1952. Low point $13.7 mWlon in l~. Increase 85 percent since UNS. 
Open borrowing capacity $10.2 million Inside debt limitation (excludes utWties) which is 18 percent of 
assessed value. 

Assessed value.-$295 million. (Said to be 63 percent of actual 
value.) Continuous annual increase since 1939 (or earlier) when as
sessed value was $150 millioll. 

T(JJ1J rate.-$27 per $1,000 of assessed value, or about $17 per $1,000 
of actual value. Same rate since 1949 (or earlier). No limitations 
on property taxes. Tax collections poor, with delinquencies double the 
national experience. 

Revenues: 

Property taxes _________________________________ -- _ - ___ -_ -_ -___ -_________________ _ 
Nonproperty taxes _________ -___ -________________ -------- __ ------- -_____ -_______ _ 

~~: l=:urces: ::::::= =::: =:: = :===::::: =:==: == =: ====:::=::== =:::====::: =:::: 
I..ocal subtotal _________________________________ ------_-_ -_ -_______________ _ 

State aid, etc ____________________________________ --- -_ --- ----- __ ---_____________ _ 

City total .. _______________________ -__ --_ -- - -- ----- - ---- --- --- -- __ ----_____ _ 
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In millions 
of dollars 

7.7 
4.8 
3.1 
2.5 

Percent 

42.1) 
26.5 
17.1 
13.9 1----1----

18.1 100 1.9 _ .. _________ _ 

1----1----
~.O 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

Expendituresâ��$18.3 million. Surplusâ��$1.7 million.

Comments.â��As is the rule in Virginia, the city of Norfolk is entirely

i ndependent of any county or taxing district. The city itself handles

all local governmental functions except for the sewage disposal sys-

tem, two bridges and a tunnel, all financed with revenue bonds. How-

ever, something over half the charges for operation and for service of

the $8 million debt of the sewage disposal system are paid by Norfolk-

taxpayers. The city pays an annual fee, based on vehicular counts,

to keep one of the bridges free of tolls; in 1953, the fee payable by

Norfolk was budgeted at $400,000.

Norfolk has a heavy debtâ��some 150 percent of the median for cities

of its sizeâ��but has been able to carry the debt without evident strain

due to the continued strong expansion (Navy, shipyards, World War

II, Korea, etc.) of its property tax base and also even more importantly

due to the development of broad revenue sources to supplement prop-

erty taxation. In effect, this has permitted Norfolk to hold down

property taxes and still make substantial capital outlays. Whether

the new tax sources will carry the expanded debt through a recession

remains to be seen. In 1932-34 and again in 1940-12, Norfolk was

forced into extensive refunding and debt reorganization to handle

accumulated deficits and failure to maintain sinking funds adequate

to serve the debt then outstandingâ��which was about $154 per capita

in the early thirties and $111 in the forties, as compared with the

present $119 per capita debt.

The large Title I project now well underway in Norfolk involves 127

acres with $8.6 million estimated gross project costs and $5.6 million

estimated net project costs.

(Analysis largely based on Dun & Bradstreet, Inc., October 7,1953,

Municipal Credit Survey.)

Providence (fiscal year ended September 30, 1952), population,

248,674.

Debt:

National

Millions of

dollars

Per capita

Providence

median cities

100,000 to

64.0

43.4

none

43.4

250,000

$174

$69

174

97

Peak debt burden $48 million in 1941. Low point $37 million in 1948. Increase of 17 percent since 1948.

No clear statement available as to open borrowing capacity. Nominally the debt is limited to 3 percent

of assessed value, but this may be exceeded by authorization of the State finance director. The net debt

now exceeds 3 percent of the assessed valuation.
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Expenditures-$18.3 million. Surplus-$1.7 million. 
o OIJTIITM'1tta .-As is the rule in Virginia, the city of Norfolk is entirely 

independent of any county or taxing district. The city itself handles 
all local governmental functions except for the sewage disposal sys
tem, two bridges and a tunnel, all financed with revenue bonds. How
ever, something over half the charges for operation and for service of 
the $8 million debt of the sewage disposal system are paid by Norfolk
taxpayers. The city pays an annual fee, based on vehicular counts, 
to keep one of the bridges free of tolls; in 1953, the fee payable by 
Norfolk was budgeted at $400,000. 

Norfolk has a heavy debt-some 150 percent of the median for cities 
of its size-but has been able to carry the debt without evident strain 
due to the continued strong expansion (Navy, shipyards, World War 
II, Korea, etc.) of its property tax base and also even more importantly 
due to the development of broad revenue sources to supplement prop
erty taxation. In effect, this has permitted Norfolk to hold down 
property taxes and still make substantial capital outlays. Whether 
the new tax sources will carry the expanded debt through a recession 
remains to be seen. In 1932-34 and again in 1940--42, Norfolk was 
forced into extensive refunding and debt reorganization to handle 
accumulated deficits and failure to maintain sinking funds adequate 
to serve the debt then outstanding-which was about $154 per capita 
in the early thirties and $111 in the forties, as compared with the 
present $119 per capita debt. 

The large Title I project now well underway in Norfolk involves 127 
acres with $8.6 million estimated gross project costs and $5.6 million 
estimated net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., October 7, 1953, 
1\funicipal Credit Survey.) 

Providen"ce (fiscal year ended September 30, 1952), population, 
248,674. 

Debt: 

Gross dJrect ______________________________________ -____________ _ 
Net direct __________________________________ -___ -_ -___ - _____ -__ _ 
Overlapping ___________________________________________________ _ 
Debt burden __________________________________________________ _ 

National 
Millions of Per capita median citfes 

dollars Providence 100,000 to 
250,000 

64.9 ___________________________ , 
43.4 $174 $69 none _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ____________ _ 
43.4 174 97 

Peak debt burden $48 million in 1941. Low point $37 million in 1948. Increase of 17 percent since 1948. 
No clear statement available as to open borrowing capacity. Nominally the debt is limited to 3 percent 
of assessed value, but this may be exceeded by authorization of the State finance director. The net debt 
DOW exceeds 3 percent of the assessed valuation. 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Assessed valueâ��$617 million. (Said to be 80 percent of actual

value.) Continuous slow increase from $489 million in 1936.

Tax rateâ��$29.40 per $1,000 of assessed value which is about $23.50

per $1,000 of actual value. The $25 tax limit does not apply to debt

service.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes-

Other local sources-

Local subtotal..

State aid, etc

118.3

.B

1.9

88.4

2.4

9.2

20.7

4.9

City total.

0) $103

1 Per capita.

Expendituresâ��$25.5 million. Deficitâ��$0.1 million.

Comments.â��Providence is free of any overlapping local govern-

mental unit. The debt is heavyâ��practically double the median for

cities in its population group. Dependence on property taxation is

far too great for comfort. Nevertheless, the actual tax rate is dis-

tinctly low for a New England city of this size. The relatively large

amount of State aid and shared taxes is less closely earmarked than

in most cities.

The Title I program in Providence has commenced with a 9-acre

project for which gross project cost is estimated at about $940,000

and net project cost at $650,000. Two more projects now pending

(out of a much larger number in various stages of planning) would

bring totals to 27 acres with combined gross project costs estimated

at $3 million and net project costs at $2.5 million.

(Analysis largely based on Dun & Bradstreet, Inc., August 17,

1953, Municipal Credit Survey.)

Nashville (fiscal year ended December 31, 1952), population

174,307.

Debt:

National

In million

of dollars

Per capita

Nashville

median cities

100,000 to

Oross direct

48

24.6

5.7

30.3

250,000

Net direct

$141

174

$68

(')

99

i County only.

Peak debt burden $19.8 million in 1953. Low point $10.9 million in 1945. Increase 55 percent since 1915.

Open borrowing capacity is $21.8 million with $6.7 bonds authorized but not issued.
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Assessed value--$617 million. (Said to be 80 percent of actual 
value.) Continuous slow increase from $489 million in 1936. 

Tax rate--$29.40 per $1,000 of assessed value which is about $23.50 
per $1,000 of actual value. The $2"5 tax limit does not apply to debt 
serVIce. 

Revenues: 

In millions 
of dollars Percent 

Property taxes _ - - ___ -------_ ---___ -------------------_ ---------------_ ---_ ------ $18.3 
.5 

1.9 

88." 
2.4 
9.2 ~r~!f~t~= = : =::: =: =: = = = = = = = = =::: = = = = =:: = = = = = = = =::: =::::::: =::::::: = =:: =: 

1----1----
I.,oeal subtotal_____________________________________________________________ 20.7 100 

State ald, etc____________________________________________________________________ 4.9 ___________ _ 
1----1 City total_ _ _ _ __ ___ _ _ _ _ ___ _ ___ ____ _ _ _ _ ___ __ __ _ ________ ____ _ _ _ _ _ _____ __ _ ___ _ 25.6 (I) $103 

I Per capita. 

Expenditures-$25.5 million. Deficit-$O.1 million. 
OO'l11llnents.-Providence is free of any overlapping local govern

mental unit. The debt is heavy-practically double the median for 
cities in its population group. Dependence on property taxation is 
far too great for comfort. Nevertheless, the actual tax rate is dis
tinctly low for a New England city of this size. The relatively large 
amount of State aid and shared taxes is less closely earmarked than 
in most cities. 

The Title I program in Providence has commenced with a 9-acre 
project for which gross project cost is estimated at about $940,000 
and net project cost at $650,000. Two more projects now pending 
(out of a much larger number in various stages of planning) would 
bring totals to 27 acres with combined gross project costs estimated 
at $3 million and net project costs at $2.5 million. 

(Analysis largely based on Dun & Bradstreet, Inc., August 17, 
1953, Municipal Credit Survey.) 

Nashville (fiscal year ended December 31, 1952), population 
174,307. 

Debt: 

National 
In million Per capita median cities 
of dollars Nashville 100,000 to 

260,000 

Gross direct ___________________________________________________ _ 
Net dlrect _____________________________________________________ _ 
0verlapp�ng ___________________________________________________ _ 
Debt burden. __________________________________________________ _ 

48 24.6 ---------ii4i- -----------$68 
5.7 (1) (1) 

30.3 174 99 

1 County only. 
Peak debt burden $19.8 million in 1953. Low point $10.9 million in 1945. Increase 55 percent since 194:;. 

Open borrowing capacity is $21.8 million with $6.7 bonds authorized but not issued. 
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Assessed value.â��$272 million. (Said to be 60 percent of actual

value.) Up 78 percent from low point of $153 million in 1935.

Tax rate.â��$40 per $1,000 assessed value. (City limited to $11

per $1,000 for operations. No limit for debt service.) This is up

from $34.40 in 1951 and is about $24 per $1,000 of actual value.

Revenues:

Property taxes

Nonproperty taxes...

Other local sources...

Local subtotal.

State aid

City total.

Millions

of dollars

6.8

Percent

2.7

45.8

.7

11.8

2.5

42.4

5.9

100

.9

1 $39

i Per capita.

Expenditures.â��$7.1 million.

Deficitâ��$300,000.

Comments.â��Kevenues and expenditures for school debt service,

pensions and park purposes are outside the above computation.

Nashville's per capita debt is considerably higher than the median for

other cities in its population class but tax collections are fairly good

and it operates on or close to a cash basis. However, appropriations

for 1952 exceeded revenues with a resulting deficit. Revenue sources

are well diversified with less than usual reliance on property taxes.

State aid increased in 1947 through sharing in the newly inaugurated

State sales tax, income and liquor taxes and a contribution for teachers'

pensions.

Nashville's first title I project involves 67 acres with gross project

cost estimated at $10.5 million and net project cost at $7.8 million.

(Analysis largely based on Dun & Bradstreet, Inc., August 13,1953,

Municipal Credit Survey.)

Little Rock (fiscal year ended December 31, 1951), population

102,213.

Debt:

National

Millions of

dollars

Per capita,

Little Rock

median cities

100,000 to

8.7

2.1

2.8

4.9

250,000

$21

59

$55

81

i Mostly school district.

Peak debt burden, $5 million in 1930. Low point, $3.1 million in 1947. Increase 58 percent since 1947.

No statement available as to debt limitations, etc.
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Assessed value.-$272 million. (Said to be 60 percent of actual 
value. ) Up 78 percent from low point of $153 million in 1935. 

Tam rate.-$40 per $1,000 assessed value. (City limited to $11 
per $1,000 for operations. No limit for debt service.) This is up 
from $34.40 in 1951 and is about $24 per $1,000 of actual value. 

Revenues : 

Property taxes ________________ -_ -_ -___ -_________ --- --- _______ -_ --_ ---___ - ------__ 
N onproJ)erty taxes _____________________________________________________________ _ 
Other local80urces __________ ----_ -- ---_ - ___ -_ -- --- ---- ---- __ ---- ____ -- ----------

Localsubtotal ____________________________________________________________ _ 
State aid _______________________________ -_ -___ ----------- __ ----- ------. ----------

City total ____________________________________________________ -___ -_______ _ 

1 Per capita. 

EaJpenditures.-$7.1 million. 
Dejicit.-$300,000. 

Millions Percent of dollars 

2.7 45.8 
.7 11.8 

2.5 42.4 

5.9 100 
.9 

6.8 1$39 

Oowments.-Revenues and expenditures for school debt service, 
pensions and park l)urposes are outside the above computation. 
Nashville's per capita debt is considerably higher than the median for 
other cities in its population class but tax collections are fairly good 
and it operates on or close to a cash basis. However, appropriations 
for 1952 exceeded revenues with a resulting deficit. Revenue sources 
are well diversified with less than usual reliance on property taxes. 
State aid increased in 1947 through sharing in the newly inaugurated 
State sales tax, income and liquor taxes and a contribution for teachers' 
pensIons. 

Nashville's first title I project involves 67 acres with gross project 
cost estimated at $10.5 million and net project cost at $7.8 million. 

(Analysis largely based on Dun & Bradstreet, Inc., August 13, 1953, 
Municipal Credit Survey.) 

Little Rock (fiscal year ended December 31, 1951), population 
102,213. 

Debt: 

Gross direct _____ -_____ -_ -----_ ---_ -------_ ---------_ -_ ---_ --___ _ 
Net direct ____ -__ --_ -_ ---------------------------------------_ --Overlapping ____________ ------ -_ ---_ -_ -______ --__ - __ -__________ _ 
Debt burden ______________ ----- __ --- -_____ ------- ______ ---- ____ _ 

1 Mostly school district. 

National 
:M:11Uons of Per capita, median cities 

dollars Little Rock 100,000 to 
250,000 

~: i ----------$2i - -----------$55 
2.8 (1) (1) 
4.9 59 81 

Peak debt burden, $5 million in 1930. Low point, $3.1 million in 1947. Increase 58 percent since 1947. 
No statement available as to debt I1m1tations, etc. 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Assessed value.â��$73.5 million. (Said to be 35 percent of actual

value.) Up almost 100 percent since low point of $37.5 million in

1934.

Tax rate.â��(Severe limitations: 5 mills for service of new borrow-

ings, plus 3 mills for 1924 funding bonds, total 8 mills for debt service;

5 mills for operations; 3 mills for pensions and library; grand total

16 mills, or $16 per $1,000 of assessed valuation.) Tax rates per $1,000

of assessed value:

City $11.80

School 32. 00

County 5.20

Total J 49.00

1 Per $1,000 of assessed valuation, or about $17 per $1,000 of actual value. Assessment

of property and collection of taxes are handled by the county. Tax collections have been

very poor, with delinquencies running 2 to 3 times the national experience.

Revenues:

Property taxes

Nonproperty taxes.-

Other local sources. -

Local subtotal-

State aid

Oity total

$706,500

576,436

756,124

2,039,060

422,675

2,461,675

Percent

34.6

28.3

37.1

100

'$24

' Per capita.

The above 1951 total city revenues were sharply below the $2,859,022 total for 1950 and even below the

smaller total for 1949. Principal changes from 1950 were $200,000 drop in property taxes (due to rate re-

duction) and elimination of $103,000 in county road aid and $139,000 in airport fees.

Expenditures.â��$2,413,939 in 1951.

Deficit was $47,796.

Comment.â��Little Rock defaulted on general obligation bonds in

1930 but was able to cure the defaults by 1934. Since then, forced

refunds were resorted to in 1935 and 1938. While the debt burden

has been rising since the close of World War II, it is still relatively

low. Progress has been made in developing nonproperty tax revenue

sources, but the city still suffers from the county's handling of assess-

ments and property taxes. Little Eock is underway on its first Title

I project covering 40 acres with gross project cost estimated at $2

million and net project cost at $1.7 million. A second project in the

planning stage would bring totals to 149 acres with $3.2 million esti-

mated gross project costs and $2.6 million estimated net project costs.

(Analysis largely based on Dun & Bradstreet, Inc., January 21,

1953, Municipal Credit Survey.)

Newark (fiscal year ended December 31, 1951), population 438,776.
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A88es8ed value.-$73.5 million. (Said to be 35 percent of actual 
value.) Up almost 100 percent since low point of $37.5 million in 
1934. 

TOJIJ rate.-(Severe limitations: 5 mills for service of new borrow
ings, plus 3 mills for 1924 funding bonds, total 8 mills for debt service ; 
5 mills for operations; 3 mills for pensions and library; grand total 
16 mills, or $16 per $1,000 of assessed valuation.) Tax rates per $1,000 
of assessed value: 

City ___ -______________________________________ -_____ $11.80 
Scbool-____________________________________________ 32.00 
Oounty ____________ '-__ -_____________________________ 5.,20 

Total ________________________________________ 149.00 

1 Per $1,000 ot assessed valuation, or about $17 per $1,000 ot actual value. Assessment 
of property and collection of taxes are handled by the county. Tax collections have been 
very poor, with delinquencies running 2 to 3 times the national experience. 

Revenue8: 

ProJ)erty taxes----- -- -- -- - - -- - -- - -- - - -- - -- - -- - - -- - - - - - - --- -- - - - - - -- -- -- - -- _ -- - - --
N onproperty taxes _____ -_ - - --- - - -- - - -- -- -- -- -_ - - -- -- -_ -_ - _ -- __ - - -_ -_ -_ -________ _ 
Other local sources - - - - -- - - - -- - -- -- - - -- -- -- -- - -- - - -- - - - -- - - -- - - - - -- -- - _ --_______ _ 

$706,500 
576,436 
756,124 

Pwcem 
34.6 
28.3 
37.1 

Local subtotaL __ - _ - _ -_ - _ -_ -- -- -- - - - -- - -_ - - - - - - - - - -- _ - - - - -- _ - -_ -_ _ _ _ _ _ _ _ _ _ _ 2,039,060 100 
State aid_ - -- - - - - - -- -- - - - - - - -- - -- - -- --- -- -- - - -- -- - - - - -- -- - - -- -- -- -- -- -- - -- - - - -- - - 422, 675 - --___ - ____ _ 

City total _________ - _ - -- - -- - - --- - - -- -- - -- - -- -_ -__ - - -- - -- - -- -- -- -_ -_ - - -_ _ _ _ _ 2, 461, 675 1 $24 

1 Per capita. 
The above 1951 total city revenues were sharply below the $2,859,022 total for 1950 and even below the 

smaller total for 1949. Principal changes from 1950 were $2001..'!OO drop in property taxes (due to rate re
duction) and elimination of $103,000 in county road aid and $1311,000 in airport fees. 

EaJpenditure8.-$2,413,939 in 1951. 
Deficit was $47,796. 
Oomment.-Little Rock defaulted on general obligation bonds in 

1930 but was able to cure the defaults by 1934. Since then, forced 
refunds were resorted to in 1935 and 1938. While the debt burden 
has been rising since the close of World War II, it is still relatively 
low. Progress'has been made in developing nonproperty tax revenue 
sources, but the city still suffers from the county's handling of assess
lllents and property taxes. Little Rock is underway on its first Title 
I project covering 40 acres with gross project cost estimated at $2 
lnillion and net project cost at $1.7 million. A second project in the 
planning stage would bring totals to 149 acres with $3.2 million esti
mated gross project costs and $2.6 million estimated net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., January 21, 
1953, Municipal Credit Survey.) 

Newark (fiscal year ended December 31, 1951), population 438,776. \ 
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APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

Debt:

Millions of

dollars

Per capita,

Newark

National

median cities,

250,000 to

500,000

Gross direct..

Net direct

Overlapping..

Debt burden.

53.8

38.3

9.9

48.2

(County)

$110

$.56

Peak debt burden $123.2 million in 1933. Low point $48.2 million in 1951. Reduction 60 percent, almost

continuous since 1933.

There were $23.6 million bonds authorized but not issued. (No statement as to debt limitation and open

borrowing capacity.)

Assessed value.â��$695 million. (Said to be 75 percent of actual

value), 30 percent drop reflecting almost continuous decline from $962

million peak in 1937.

Tax rate.â��Overall $76.50 per $1,000 of assessed value, which is

about $57 per $1,000 of actual value. (No statement as to tax rate of

city alone.) The overall rate has been climbing each year since 1948

(or earlier) when it was $65. Tax collections have been poor, with

delinquencies almost double the national experience.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes. -.

Other local sources...

Local subtotal-

State aid

24.2

6.1

5.1

68.4

17.2

14.4

35.4

(1)

100

City total.

35.4

00

i None reported.

> Per capita, $89.

Expendituresâ��$34.4 million. Surplusâ��$1.0 million.

Comments.â��In common with most other northern New Jersey in-

dustrial cities, Newark suffers from excessive dependence on property

taxation, declining assessed valuations and the onerous requirement

that the city, which collects all property taxes, must remit the full

amount of school and county tax levies, regardless of delinquencies.

This last in effect cost Newark some $1.3 million in 1951â��on top of its

own $1.5 million unpaid taxes.

Despite these handicaps, and due in no small part to close State

supervision under the Cash Basis Act, Newark has made good prog-

ress in debt reduction and budgetary control.

The Title I program in Newark involves 43 acres in 2 projects now

underway with combined gross project costs estimated at about $9.5

million and net project costs at some $7.9 million.
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Debt: 

National 
MOlions of Per capita, median cities. 

dollars Newark 250,000 to 
liOO,OOO 

Gross direct ________ - ___ ---- -- -- --- ------------- --- --- ------ -----
53.8 ___________________________ _ 

Net direct __ - ______ -- ------ ---- --- ---- ---- ----- --- -- --- ---- ----- 38.3 $87 $56 
0verlapping ____________ - -_ --- --- -- ----------------- --- --- --- --- 9.9 (County) _____________ _ 
Debt burden _______________ -------- ----- - ----------- --- -- ------- 48.2 $110 102 

Peak debt burden $00.2 million in 1933. Low point $48.2 million in 1951. Reduction 60 percent, almost 
continuous lince 1933. 

There were $23.6 million bonds authorized but not issued. (No statement as to debt limitation and open 
borrowing capacity.) 

Assessed value.-$695 million. (Said to be 75 percent of actual 
value), 30 percent drop reflecting almost continuous decline from $962 
million peak in 1937. 

Ta:» rate.-Overall $76.50 per $1,000 of assessed value, which is 
about $57 per $1,000 of actual value. (No statement as to tax rate of 
city alone.) The overall rate has been climbing each year since 1948 
(or earlier) when it was $65. Tax collections have been poor, with 
(lelinquencies almost double the national experience. 

Revenues: 

Property taxes ___________ -__ ------ -------- --- ------ ---- ---- --- -- ------------ -----Nonproper1y taxes ______________ ---__________________________ -_________________ _ 
Other local sources _________________ -___ - ___ -- _______________ - __ -___ -_______ -___ _ 

Local subtota.l ____________________________________________________________ _ 
State ald ___ e ___________________ - - _ - - - - - - ___ - - - - -_ -- _ - - - _ - -_ --- _____ -- - -- ___ - ___ _ 

Oity total ________________________________________________________________ _ 

I None reported. 
I Per capita, $89. 

In millions Percent of dollars 

24.2 68.4 
6.1 17.2 
5.1 14.4 

35.4 100 
(I) ------------

35.4 (2) 

Expenditures--$34.4 million. Surplus-$1.0 million. 
Oommenta.-In common with most other northern New Jersey in

dustrial cities, Newark suffers from excessive dependence on property 
taxation, declining assessed valuations and the onerous requirement 
that the city, which collects all property taxes, must remit the full 
amount of school and county tax levies, regardless of delinquencies. 
This last in effect cost Newark some $1.3 million in 1951-on top of its 
own $1.5 million unpaid taxes. 

Despite these handicaps, and due in no small part to close State 
supervision under the Cash Basis Act, Newark has made good prog
ress in debt reduction and budgetary control. 

The Title I program in Newark involves 43 acres in 2 projects no\v 
underway with combined gross project costs estimated at about $9.5 
million and net project costs at some $7.9 million. 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

(Analysis largely based on Dun & Bradstreet, Inc., December 11,

1952, Municipal Credit Survey.)

New York City (fiscal year ended December 31, 1951), population

7,891,957.

Belt:

In millions

of dollars

Per capita

New York

National

median cities

over 500,000

3,260.4

2,010.6

$255

$257

$84

None

2,010.6

$113

1 See comments.

Peak debt burden $3,250 million in 1952. Low point $2,857 million In 1947.

borrowing power practically exhausted.

Increase 87 percent. Open

Assessed value.â��$18.8 billion. (Said to be 98 percent of actual.)

Dropped from 1932 peak of $19.6 billion to $15.8 billion in 1945.

Tax rate.â��(City limited to $20 per $1,000 for operations, no limit for

debt service.) Cityâ��$30.80 per $1,000 assessed valueâ��same for actual

value.

Overall.â��Same.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes, etc.

Other local sources

567.7

187.8

240.5

56.6

19.1

24.3

Local subtotal-

State aid

995.8

255.7

100

City total.

1,251.6

'$158

Per capita;

Expendituresâ��Total $1,240.4 million. Surplusâ��$11.1 million.

Comments.â��Unlike many otber large cities, all functions in New

York (except transit bridges, tunnels, airports, etc.) are handled by

the municipal government itself. The appearance of a balanced

budget has been obtained only by devices (characterized by the New

York Times as "prayer and bookkeeping sleight-of-hand") such as

funding the transit operating deficit, underestimating pension re-

quirements and the cost of the 40-hour week, and overestimating sales

tax revenues, by advancing quarterly returns so as to show 14 months'

receipts in 1 year. For several years each budget making period has

produced a crisis and each time the city has appealed to the legislature

for relief. Usually only partial relief has been forthcoming. In

commenting on the city's attempts to broaden its revenue sources,
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(Analysis largely based on Dun & Bradstreet, Inc., December 11, 
1952, Municipal Credit Survey.) 

New York City (fiscal year ended December 31, 1951), population 
7,891,957. 

Debt: 

Gross dtrect ____________________________________________________ _ 
Net direct _____________________________________________________ _ 
0verlapping- __________________________________________________ _ 
Debt burden ___________________________________________________ _ 

1 See comments. 

National 
In millions Per capita median cities 
of dollars New York over 500,000 

3, 2l5O •• ___________________________ _ 

2, 010. 6 $255 ss. 
None (1) 

2,010.6 $257 ----------iii3 

Peak debt burden $3,250 million in 1952. Low point $2,857 million in 1947. Incce&Se 87 percent. Open 
borrowing power practically exhausted. 

Assessed value.-$18.8 billion. (Said to be 98 percent of actual.) 
Dropped from 1932 peak of $19.6 billion to $15.8 billion in 1945. 

Tam rate.- ( City limited to $20 per $1,000 for operations, no limit for 
debt service.) City-$30.80 per $1,000 assessed value-same for actual 
value. 

Overall.-Same. 

Revenues: 

In milllons Percent of dollars 

Property taxes ______________________ -__ -____ --_____ ------ --- ----- _______________ _ 567.7 56.6 
~onproperty taxes, etc _________________ -______________ --- --- ------ --- __________ _ 187.8 19.1 Other local sources ______________________________________ ------_ ----____________ _ 240.5 24.3 

IA>cal subtotal _______________________ --_ -___ -_ -_ --------- -------- -- ------ -__ _ 995.8 100 
State aid ______________________ -___ -- -------_ ------ ---- -- ------------ -- ---- ----__ 255.7 

City total. ____________ -- ____ -------- ---- 1,251.6 1$158 

Percapitas, 

Expenditures-Total $1,240.4 million. Surplus-$11.1 million. 
OO'l'l1lllUmts.-Unlike many other large cities, all functions in New 

York (except transit bridges, tunnels, airports, etc.) are handled by 
the municipal government itself. The appearance of a balanced 
budget has been obtained only by devices (characterized by the New 
York Times as "prayer and bookkeeping sleight-of-hand") such as 
funding the transit operating deficit, underestimating pension re
quirements and the cost of the 40-hour week, and overestimating sales 
tax revenues, by advancing quarterly returns so as to show 14 months' 
receipts in 1 year. For several years each budget making period has 
produced a crisis and each time the city has appealed to the legislature 
for relief. Usually only partial relief has been forthcoming. In 
commenting on the city's attempts to broaden its revenue sources, 
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Dun & Bradstreet conclude "the city's revenue system is presently

inadequate for operating purposes."

New York City has the highest per capita debt in the country.

Lately it has been chronically pressing the upper limits of its legal

borrowing capacity and has only stayed within its legal debt limit

by securing legislative permission to borrow outside the 10 percent

debt limit for certain additional purposesâ��such as transit. Of late

years New York has avoided a public sale of its bondsâ��which might

reveal a weak credit ratingâ��by selling all new issues to the various

city pension funds.

The Title I program has seven projects under contracts covering

103 acres with combined gross project costs estimated at $61.6 million

and net project costs at : 47.8 million. Three more projects now in

the final study stage would bring the combined totals to 162 acres

with $92.5 million gross project costs and $69 million net project costs.

(Analysis largely based on Dun & Bradstreet, Inc., Municipal

Credit Survey, dated June 28, 1952.)

Baltimore (fiscal year ended 1952), population 949,708.

Debt:

In millions

of dollars

Per capita

Baltimore

National

median cities

over 500,000

249

139

$147

147

$94

None

w

139

153

i See comments.

Peak debt burden $139 million in 1952. Low point $80 million in 1944. Increase 74 percent since 1944.

$127 million bonds authorized but unissued.

Assessed value.â��$2.2 billion. (Said to be 75 percent of actual

value.) Up 83 percent since low point of $1.2 billion in 1937, re-

flecting a gain each year.

Tax rate.â��City $28.20 per $1,000 of assessed value, which is about

$21 per $1,000 of actual value. (No limitation on taxes.) Tax collec-

tions in line with national experience.

Revenues:

In millions

of dollars

Percent

59.0

33.1

64.1

35.9

92.1

34.3

100

City total

126.4

i$133

> Per capita.
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Dun & Bradstreet conclude "the city's revenue system is presently 
inadequate for operating purposes." 

New York City has the highest per capita debt in the country. 
Lately it has been chronically pressing the upper limits of its legal 
borrowing capacity and has only stayed within its legal debt limit 
by securing legislative permission to borrow outside the 10 percent 
debt limit for certain additional purposes-such as transit. Of late 
years New York has avoided a public sale of its bonds-which might 
reveal a weak credit rating-by selling all new issues to the various 
city pension funds. 

The Title I program has seven projects under contracts covering 
103 acres with combined gross project costs estimated at $61.6 million 
and net project costs at ~,47.8 million. Three more projects now in 
the final study stage would bring the combined totals to 162 acres 
with f92.5 million gross project costs and $69 million net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., Municipal 
Credit Survey; dated June 28, 1952.) 

Baltimore (fiscal year ended 1952), population 949,708. 

Debt: 

In millions Per capita 
of dollars Baltimore 

National 
median cities 
over 500,000 

Gross direct ____________________________________________________ _ 249 ___________________________ _ 
Net direct _____________________________________________________ _ 139 $147 $94 Overlapping ___________________ - ___ -_ -_________________ -_ -_____ _ None (1) (1) 
De b t burden _________________ -_ - __ - -_________ - _________________ _ 139 147 153 

1 See comments. 
Peak debt burden $139 million in 1952. Low point $80 million in 1944. Increase 74 percent since 1944. 

$127 million bonds authorized but unissued. 

Assessed value.-$2.2 billion. (Said to be 75 percent of actual 
value.) Up 83 percent since low point of $1.2 billion in 1937, re
flecting a gain each year. 

TaaJ rate.-City $28.20 per $1,000 of assessed value, which is about 
$21 per $1,000 of actual value. (No limitation on taxes.) Tax collec
tions in line with national experience. 

Revenues: 

In millions Percent of dollars 

Property tax ___________________________________________________________________ _ 59.0 64.1 Other local sources _____________________________________________________________ _ 33. 1 35.9 
Local subtotal ____________________________________________________________ _ 92.1 100 State and Federal aid ___________________________________________________________ _ 34.3 
City total ________________________________________________________________ _ 126.4 1 $133 

1 Per capita. 
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Expendituresâ��$122.0 million. Surplusâ��$4.4 million.

Comments.â��Baltimore City handles all local governmental func-

tions and has no overlapping county or districts to contend with. The

city has no arbitrary limitations but the statutory method of borrow-

ing is cumbersome and time consuming. It must first secure an en-

abling act by the State legislature and subsequently obtain the approval

of the city electorate.

Baltimore's debt load is moderate and tax collections good. The

revenue system is well diversified. Financial management has been

satisfactory. Most of the State and Federal aid is for dedicated

purposes. Baltimore has now sold all the $5 million bonds authorized

for redevelopment.

It is interesting to note that $70 million of the $128.7 million ap-

propriated in the 1953 budget is for such activities as schools, welfare,

debt service and pensions. Only the item for schools could con-

ceivably contain any funds that might provide some noncash grants-

in-aid, so cash for other local expenses must come from the $58.7

million of other operating funds or from borrowing.

Baltimore's Title I program is well underway with 60 acres in two

projects having combined gross project costs estimated at $7.7 million

and net project costs at $6.7 million. Several additional project areas

are under study, for which firm cost estimates are not yet available.

(Analysis largely based on Dun & Bradstreet, Inc., May 6, 1953,

Municipal Credit Survey.)

San Francisco (fiscal year ended December 31, 1952), population,

775,357.

Belt:

In millions

of dollars

Per capita

National

mediancities

over 500,000

San

Fi ancisco

Gross direct _. _ _

199.0

120.7

None

120.7

$156

(0

$94

(')

156

1 Combined city-county.

Peak debt burden $120.7 million in 1952. Low point $32.2 million in 1945. Continuous rapid expansion

since 1945 has increased debt burden 275 percent in 8 years. Open borrowing capacity $106 million within

the 12 percent limitation. (Utility debt is exempt.) $38.2 million bonds authorized but not issued.

Assessed value.â��$1.2 billion. (Said to be 44 percent of actual

value.) Continuous increase from $820 million in 1940.

Tax rate.â��$56.70 per $1,000 of assessed value is the total tax rate

of the combined city-county for 1953. This is down from a recent

peak of $62.90 in 1951, and is about $25 per $1,000 of actual value.

Tax collections have been the best of all our larger cities, with de-

linquencies consistently less than a third of the national experience.
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Expenditures-$122.0 million. Surplus---$4.4 million. 
Comments.-Baltimore City handles all local governmental func

tions and has no overlapping county or districts to contend with. The 
city has no arbitrary limitations but the statutory method of borrow
ing is cumbersome and time consuming. It must first secure an en
abling act by the State legislature and subsequently obtain the approval 
of the city electorate. 

Baltimore's debt load is moderate and tax collections good. The 
revenue system is well diversified. Financial management has been 
satisfactory. Most of the State and Federal aid is . for dedicated 
purposes. Baltimore has now sold all the $5 million bonds authorized 
for redevelopment. 

It is interesting to note that $70 million of the $128.7 million ap
propriated in the 1953 budget is for such activities as schools, welfare, 
debt service and pensions. Only the item for schools could con
ceivably contain any funds that might provide some noncash grants
in-aid, so cash for other local expenses must come from the $58.7 
million of other operating funds or from borrowing. 

Baltimore's Title I program is well underway with 60 acres in two 
projects having combined gross project costs estimated at $7.7 million 
and net project costs at $6.7 million. Several additional project areas 
are under study, for which firm cost estimates are not yet available. 

(Analysis largely based on Dun & Bradstreet, Inc., May 6, 1953, 
~Iunicipal Credit Survey.) 

San FranciSco (fiscal year ended December 31, 1952), population, 
775,357. 

Debt: 

InmlWons Per capita National 
.. Ban medJanclties 

of dollars Ft ancisco over 500,000 

Gross dire ct. ___________________________ ________________________ _ 199.0 __________________________ _ 
Net direct. ____________________________________________________ _ 120.7 $166 $94 Overlapping ___________________________________________________ _ None (1) (1) Debt burden _________________________ . _________________________ _ 120. 7 156 153 

1 Combined cfty-oounty. 

Peak debt burden $120.7 million In 1952. Low point $32.2 m.iUion in 1946. Continuous rapid expansion 
since 1945 has increased debt burden 275 percent in 8 years. O~en borrowing capacit~ $106 million within 
the 12 percent limitation. (Utility debt is exempt.) $38.2 million bonds authorized but not Issued. 

Assessed value.-$1.2 billion. (Said to be 44 percent of actual 
value.) Continuous increase from $820 million in 1940. 

TaaJ 'rate.-$56.70 per $1,000 of assessed value is the total tax rate 
of the cOlnbined city-county for 1953. This is down from a recent 
peak of $62.90 ill 1951, and is about $25 per $1,000 of actual value. 
Tax collections llave been tlle best of all our larger cities, with de
linquencies consistently less than a third of the national experience. 
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Revenues:

In millions

of dollars

Percent

Property taxes;

Nonproperty taxes..

Other local sources-

Local subtotal.

State aid, etc

70.6

6.5

9.8

81.4

7.5

11.1

86.9

38.9

(i)

100

City total.

3 $162

â�¢ See comment.

t Per capita.

Expendituresâ��$122.6 million. Surplusâ��$3.2 million.

Comments.â��The City-County of San Francisco is independent of

overlapping taxing units, and handles all phases of local government

except the two major bridges, which were financed with revenue bonds.

(The City-County is contingently liable for 85 percent of any de-

ficiency in operating costs and debt service of the Golden Gate Bridge.)

Also San Francisco has for many years benefited from excellent fiscal

control and management. Furthermore, its position as a city-county

brings it a larger share of State aid and shared taxes than usual.

This item in 1952 was up 50 percent from the $24.4 million received

in 1950. While all State aid is earmarked for specific purposes, it

included in 1952 some $9.6 for highways of which part could be used

to support the Title I program.

Recent rapid expansion of the debt has been supported by a some-

what slower but solid increase in assessed valuation, and even now

the debt burden has just reached the median for cities over 500,000

population. Excessive dependence on property taxation is somewhat

offset by unusually liberal State aid, and also by the broadening of

revenue sources, as for example the local sales tax adopted in 1948

and currently producing some $4.8 million per year, all devoted to

debt service.

San Francisco has embarked on a bold and extensive Title I pro-

gram. The first two projects cover 434 acres and are under contract

with combined gross project costs estimated at $27.1 million and net

project costs at $12.3 million.

(Analysis largely based on Dun & Bradstreet, Inc., June 24, 1953,

Municipal Credit Survey.)

St. Paul (fiscal year ended December 31,1951) population, 311,349.
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Re'IJen'U68 : 

~~~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
I.,ocallllbtotal ________________________________ -________ -_ -______________ - __ 

State aid, etc. __________________________ -_ -_______ - __ ------------------_ ---------

City total _______________________ ---- _________ --- __ --- ---- _ --------- -------

I See oomment. 
S Per capita. 

In mlllioDS 
of dollars 

70.6 
6.6 
9.8 

86.9 
38.9 

125.8 

Percent 

81.4 
7.5 

11.1 

100 
(I) 

t $162 

Expenditures-$122.6 million. Surplus-$3.2 million. 
Comments.-The City-County of San Francisco is independent of 

overlapping taxing units, and handles all phases of local government 
except the two major bridges, which were financed with revenue bonds. 
(The City-County is contingently liable for 85 percent of any de
ficiency in operating costs and debt service of the Golden Gate Bridge. ) 
Also San Francisco has for many years benefited from excellent fiscal 
control and management. Furthermore, its position as a city-county 
brings it a larger share of State aid and shared taxes than usual. 
This item in 1952 was up 50 percent from the $24.4 million received 
in 1950. While all State aid is earmarked for specific purposes, it 
included in 1952 some $9.6 for highways of which part could be used 
t.o support the Title I program. 

Recent rapid expansion of the debt has been supported by a some
what slower but solid increase in assessed valuation, and even now 
the debt burden has just reached the median for cities over 500,000 
population. Excessive dependence on property taxation is somewhat 
offset by unusually liberal State aid, and also by the broadening of 
revenue sources, as for example the local sales tax adopted in 1948 
and currently producing some $4.8 million per year, all devoted to 
debt service. 

San Francisco has embarked on a bold and extensive Title I pro
gram. The first two projects cover 434 acres and are under contract 
with combined gross project costs estimated at $27.1 million and net 
project costs at $12.3 million. 

(Analysis largely based on Dun & Bradstreet, Inc., June 24, 1953, 
Municipal Credit Survey.) 

St. Paul (fiscal year ended Dece~ber 31, 1951) population, 311,349. 
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Debt:

National

In millions

of dollars

Per capita

St. Paul

median cities

250,000 to

25.9

500,000

16.6

$53

(')

$56

1.9

(I)

18.7

60

102

Mostly twin cities airport.

Peak debt burden $43.5 million i n 1934. Low point $16.2 million in 1950. Unused legal borrowing

capacity $41 million including $6.5 school bonds authorized but not Issued.

Assessed value.â��$186.4 million. (Said to be 34 percent of actual

value.) Up 41 percent from low of $132.2 million in 1942.

Tax rate.â��Limitation $332 per capita for city and school operations:

no limitation on taxes for debt service).

Per $1,000 of assessed value for city and schools $85.48

Per $1,000 of assessed value for county 29. 98

Per $1,000 of assessed value for State 7.14

Per $1,000 of assessed value which is about $42 per $1,000 of

actual property value. Tax collections have been good,

with delinquencies not much over half the national

experience $122. 60

Revenues:

Millions of

dollars

Percent

Property taxes

Nonproperty taxes.

Other local sources -

15.4

1.0

2.2

82. 8

5.4

11.8

Local subtotal-

State aid

18.6

4.7

City total.

23.3

'$75

' Per capita.

Expenditures.â��$23.0 million.

Surplus.â��$0.3 million.

Comments.â��Although too heavily dependent on property taxation

for comfort in bad times, St. Paul has relatively high per capita reve-

nues and low debt, with ample borrowing capacity. The majority of

the funds received in State aid are earmarked for education and wel-

fare, etc., only about 20 percent is available for general city purposes

including slum clearance.

St. Paul's Title I program has commenced with two projects total-

ing 122 acres with combined gross project costs estimated at $9.4 mil-

lion and net project costs at $7 million.
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Debt: 

National 
In millions Per capita median cities 
of dollars St. Paul 250,000 to 

600,000 

Gross direct ____________________________________________________ _ 2:>.9 ___________________________ _ 
Net direct _____________________________________________________ _ 16.6 $53 $56 Overlapping ___________________________________________________ _ 
Debt burden ___________________________________________________ _ 

1.9 <I) (1) 
18.7 60 102 

Mostly twin cIties airport. 
Peak debt burden $43.5 m1lllon t n 1934. Low point $16.2 million in 1950. Unused legal borrowing 

capacity $41 million including $6.5 school bonds authorized but not issued. 

Assessed value.-$186.4 million. (Said to be 34 percent of actual 
value.) Up 41 percent from low of $132.2 million in 1942. 

T aaJ 1'ate.-Limitation $332 per capita for city and school operations: 
no limitation on taxes for debt service). 

Per $1,000 of assessed value for city and schools____________ $85. 48 
Per $1,000 of assessed value for county ____________________ 29. 98 
Per $1,000 of assessed value for State_____________________ 7. 14 

Per $1,000 of assessed value which is about $42 per $1,000 of 
actual property value. Tax collections have been good, 
with delinquencies not much over half the national 
experience ____________________________________________ $122.60 

Revenues: 

Property taxes _________________________________________________________________ _ 
Nonproperty taxes _____________________________________________________________ _ 
Other local sources _____________________________________________________________ _ 

Local sUbtotal ____________________________________________________________ _ 
State ald _______________________________________________________________________ _ 

City total ________________________________________________________________ _ 

1 Per capita. 

Ewpenditwres.-$23.0 million. 
SU1'plU8.-$0.3 million. 

Millions of 
dollars 

15.4 
1.0 
2.2 

Percent 

82.8 
5.4 

11.8 1----1----
18.6 100 4.7 ___________ _ 

1----1----
Zi.3 J $75 

Oomments.-Although too heavily dependent on property taxation 
for comfort in bad times, St. Paul has relatively high per capita reve
nues and lo,v debt, ,vith ample borrowing capacity. The majority of 
t.he funds received in State aid are earmarked for education and wel
fare, etc., only about 20 percent is available for general city purposes 
including slum clearance. 

St. Paul's Title I program has commenced with two projects total
ing 122 acres with combined gross project costs estimated at $9.4 mil
lion and net project costs at $7 million. 
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

abatements add to Chicago's revenue difficulties. Regular State aid,

while substantial, is largely earmarked for specific functions.

However, several years ago, the State granted $10.7 million in cash

to Chicago for slum clearance and redevelopment and the city au-

thorized and sold $15 million bonds for the same purpose. Invest-

ment of the proceeds has produced another $1.3 million from interest

received. Of the $27 million total made available by the City and

State, almost half has been expended, mostly for purchasing slum

properties in the first project, so that the $13.7 million balance, plus

land proceeds estimated at $2.1 million, make a total of about $15.8

million local funds available to carry on the program.

Chicago has two active slum clearance projects involving 154 acres

with combined gross project costs estimated at $21.6 million and net

project costs estimated at $16.4 million. Four more projects in

plannning stages could bring the totals to some 300 acres with perhaps

$35 million estimated gross project costs and $28 million net project

costs.

(Analysis largely based on Dun & Bradstreet, Inc., March 6, 1953,

Municipal Credit Survey.)

Jersey City (Fiscal year ended December 31, 1951), population

299,017.

Debt:

National me-

dian, cities

250,000 to

500,000

Millions of

dollars

Per capita,

Jersey City

41.1

24.9

6.0

30.9

$83

(1)

$56

(i)

103

102

i County only.

Peak debt burden, $75.2 million in 1933. Low point $30.9 million in 1951.

Reduction, 59 percent, practically continuous since 1933.

Open borrowing capacity $9.8 million. Bonds authorized but not issued totalled $10.3 million, including

waterworks issues which are outside the limitation.

Assessed value.â��$484.3 million (said to be 90 percent of actual

value) for 1952, reflecting almost continuous shrinkage from $600

million in 1942.

Tax rate (rate for city is not stated separately).â��Overall tax rate

was $76.50 per $1,000 of assessed value, up each year from $68 in 1948

and now about $69 per $1,000 of actual value. Tax collections are

poor, with delinquencies more than double the national experience.
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abatements add to Chicago's revenue difficulties. Regular State aid, 
while substantial, is largely earmarked for specific functions. 

However, several years ago, the State granted $10.7 million in cash 
to Chicago for slum clearance and redevelopment and the city au
thorized and sold $15 million bonds for the same purpose. Invest
ment of the proceeds has produced another $1.3 million from interest 
received. Of the $27 million total made available by the City and 
State, almost half has been expended, mostly for purchasing slum 
properties in the first project:, so that the $13.7 million balance, plus 
land proceeds estimated at $2.1 million, make a total of about $15.8 
million local funds available to carryon the program. 

Chicago has two active slum clearance projects involving 154 acres 
with combined gross project costs estimated at $21.6 million and net 
project costs estimated at $16.4 million. FOllr more projects in 
plannning stages could bring the totals to some 300 acres. with perhaps 
$35 million estimated gross project costs and $28 million net project 
costs. 

(Analysis largely based on Dun & Bradstreet, Inc., March 6, 1953, 
Municipal Credit Survey.) 

Jersey City (Fiscal year ended December 31, 1951), population 
299,017. 

Debt: 

National me· 
Millions of Per capita, dian, cities 

dollars Jersey City 250,000 to 
500,000 

Gross direct. ___________________________________________________ _ 41.1 ___________________________ _ 
Net direct _____________________________________________________ _ 
0verlapp�ng ___________________________________________________ _ 
Debt burden ___________________________________________________ _ 

I County only. 

24.9 
6.0 

30.9 

$83 $56 
(1) (1) 

103 102 

Peak debt burden, $75.2 million In 1933. Low point $30.9 million in 1951. 
Reduction, 59 percent, practically continuous since 1933. 
Open borrowing capacity $9.8 million. Bonds authorized but not Issued totalled $10.3 million, including 

waterworks issues which are outside the limitation. 

Asses8ed value.-$484.3 million (said to be 90 percent of actual 
value) for 1952, reflecting almost continuous shrinkage from $600 
million in 1942. 

T 011J rate (rate for city is not stated separately) .-Overall tax rate 
was $76.50 per $1,000 of assessed value, up each year from $68 in 1948 
and now about $69 per $1,000 of actual value. Tax collections are 
poor, with delinquencies more than double the national experience. 
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Revenues:

Millions

of dollars

Percent

Property taxes

Nonproperty taxes.

Other local sources.

Local subtotal-

State aid

16.6

1.9

6.0

67.7

7.8

24.5

24.5

w

100

City total.

Â»$82

' None reported.

1 Per capita.

Expenditures.â��$26.2 million.

Deficit.â��$1.7 million.

Comment.â��In common with most other northern New Jersey in-

dustrial cities, Jersey City suffers from excessive dependence on

property taxation, declining assessed values, and enforced shouldering

of the entire burden of delinquencies for the school and county prop-

erty tax levies. This last cost Jersey City some $930,000 in 1951.

In addition to these difficulties which stem from State laws, etc.,

Jersey City in the opinion of Dun & Bradstreet is "a high cost oper-

ating unit." The result is one of the highest actual tax rates in the

country. However, despite these handicaps and due in large measure

to close State supervision under the Cash Basis Act, budgetary opera-

tions have been fairly well controlled and debt well administered.

Under orders from the Interstate Sanitation Commission, Jersey

City is now constructing a $26 million sewage treatment facility which

will be financed by a separate Sewer Authority with revenue bonds.

However, the burden will of course fall on the taxpayers.

The Title I program in Jersey City covers 29 acres in two projects

now underway with combined gross project costs estimated at about

$5.5 million and net project costs at some $4.5 million.

(Analysis largely based on Dun & Bradstreet, Inc., May 15, 1952,

Municipal Credit Survey.)

Detroit (fiscal year ended June 30,1952), population 1,849,568.

Debt:

In millions

of dollars

Per capita

Detroit

National me-

dian cities

over 500,000

314.1

173.9

$94

100

$94

11.9

(i)

18S.8

153

i See comments.

Peak debt burden $286 million in 1932; low point $175 million in 1952; decrease 39 percent since 1932, has

been continuous since 1935.

Unused legal borrowing capacity $216.3 million. $23.2 million unissued bonds have been authorized for

sewers, airport, memorial hall, and fire stations.
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Revenues: 

Millions Percent of dollars 

Property taxes _____________________________ -_ - --_ -___ -_ - - -_ --- ---- --- -------- ----

~f~rrJ:it~== = = ~ ~=== ~ == = == == == =~ == ===~ = ~ ~= ====== = ~ ================ ======== 
lAcal Stlbtotal _____ -_ -_ -_ -- -__ -- - ---- --- ---. --- ------ ---_ --- ------- -- ------

S tate aid ____________________ - _ - ___________ - -. _ -_ - - - -. - - _ - - - - - - _ - - - - - - - - - - - - - - - --

CIty total ___ - - - - -- - - -_ - - ---- - --- - - - - - - - -- - --------- - -- ------- -- - - - ------ --

I None reported. 
I Per capita. 

EaJpenditwres.-$26.2 million. 
Deficit.-$1.7 million. 

(1) 

16.6 67.7 
1.9 7.8 
6.0 24.6 

24.6 100 

24.5 1$82 

00111l111A3nt.-In common with most other northern New Jersey in
dustrial cities, Jersey City suffers from excessive dependence on 
property taxation, declining assessed values, and enforced shouldering 
of the entire burden of delinquencies for the school and county prop
erty tax levies. This last cost Jersey City some $930,000 in 1951. 
In addition to these difficulties which stem from State laws, etc., 
Jersey City in the opinion of Dun & Bradstreet is "a high cost oper
ating unit." The result is one of the highest actual tax rates in the 
country. However, despite these handicaps and due in large measure 
to close State supervision under the Cash Basis Act, budgetary opera
tions have been fairly well controlled and debt well administered. 

Under orders from the Interstate Sanitation Commission, Jersey 
City is now constructing a $26 million sewage treatment facility which 
will be financed by a separate Sewer Authority with revenue bonds. 
However, the burden will of course fallon the taxpayers. 

The Title I program in Jersey City covers 29 acres in two projects 
110W underway with combined gross project costs estimated at about 
$5.5 million and net project costs at some $4.5 million. 

(Analysis largely based on Dun & Bradstreet, Inc., May 15, 1952, 
Municipal Credit Survey.) 

Detroit (fiscal year ended June 30, 1952), population 1,849,568. 
Debt: 

Gross direct. ___________________________________________________ _ 
Net direct _____________________________________________________ _ 
Overlapping ___________________________________________________ _ 
Debt burden ___________________________________________________ _ 

I See comments. 

In millions 
of dollars 

Per capita 
Detroit 

National me
dian cities 

over 600,000 

314.1 ___________________________ _ 

173. 9 $94 $94 
11.9 (1) (1) 

185. 8 100 153 

Peak debt burden $286 nilllion in 1932; low point $175 million in 1952; decrease 39 percent since 1932, has 
been continuous since 1935. 

Unused legal borrowing capacity $216.3 million. $23.2 million unissued bonds have been authorized for 
sewers, airport, memorial hall, and tire stations. 
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Assessed value.â��$4.6 billion. (Said to be 100 percent of actual.)

Up 100 percent from $2.2 billion in 1935.

Tax rate.â��(City limited by charter to $20 per $1,000, but courts

have held that taxes for debt service are unlimited.)

City.â��$22.28 per $1,000 of assessed valueâ��same for actual value.

Overall.â��$39.29 per $1,000 of assessed valueâ��same for actual value.

Tax collections have been very good, with delinquencies half the

national experience.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes.

Other local sources..

Local subtotal..

State aid, etc

91.3

6.2

25.4

74.2

5. 1

20.7

122.9

25.6

100

City total.

'$80

! Per capita.

Expendituresâ��Total $154.1 million. Deficitâ��$5.6 million.

Comments.â��Detroit has a comparatively simple governmental

structure for its size. As yet, the only major overlapping debt is that

of the County Building Authority. However, the city school district

recently became independent and will issue its own bonds for future

school construction.

Detroit's economy is notorious for very wide swings. In the depths

of the depression, the city was unable to service its very heavy debtâ��

then $182 per capita. The resultant defaults were cured in 1934 by

extensive refunding. Since then Detroit has made steady progress in

debt reduction and, despite occasional deficits, has been able to main-

tain the general fund on a cash basis. While still too dependent on

property taxes for comfort, some progress has been made in diversify-

ing revenue sources. State aid bulks large in total city revenues, but

much of this is earmarked for designated purposes.

One Title I project is underway in Detroit, involving 129 acres with

gross project costs estimated at $9.1 million and net project costs at

$7.1 million. As yet, estimated costs of further projects are not firm.

(Analysis largely based on Dun & Bradstreet, Inc., February 4,1953,

Municipal Credit Survey.)

Cincinnati (fiscal year ended December 31, 1952), population

503,998.
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Assessed value.-$4.6 billion. (Said to be 100 percent of actual.) 
Up 100 percent from $2.2 billion in 1935. 

Tam rate.-(City limited by charter to $20 per $1,000, but courts 
have held that taxes for debt service are unlimited.) 

Oity.-$22.28 per $1,000 of assessed value-same for actual value. 
Overall.-$39.29 per $1,000 of assessed value-same for actual value. 

'!':ax collections have been very good, with delinquencies half the 
national experience. 

Revenues: 

~~:~: ~:: = = = = = =: =:::::::::::::: ::::::::: =::: =: = = =: =::: = = =: =:::: == =: 
~l subtotal _______________________________________ - ___ - ___ -- _____________ _ 

State aid, eOO ________________________ -_ -_ -_________ --- __ -- -_ -- _ --- ----- -----_ -- --

City total ________________________ - -_ -- - -- __ - - --- -______ - -- - _ ---_ - -- - - -- _ - __ _ 

. I Per capita. 

In millions 
of dollars 

91. 3 
6.2 

25.4 

Percent 

74.2 
5.1 

20.7 
1---·1----

122.9 100 25. 6 ___________ _ 

1----1----
148.5 1$80 

Expenditures-Total $154.1 million. Deficit--$5.6 million. 
Oom7JU3nts.-Detroit has a comparatively simple governmental 

structure for its size. As yet, the only major overlapping debt is that 
of the County Building Authority. However, the city school district 
recently became independent and will issue its own bonds for future 
school construction. 

Detroit's economy is notorious for very wide swings. In the depths 
of the depression, the city was unable to service its very heavy debt
then $182 per capita. The resultant defaults were cured in 1934 by 
extensive refunding. Since then Detroit has made steady progress in 
debt reduction and, despite occasional deficits, has been able to main
tain the general fund on a cash basis. While still too dependent on 
property taxes for comfort, some progress has been made in diversify
ing revenue sources. State aid bulks large in total city revenues, but 
much of this is earmarked for designated purposes. 

One Title I project is underway in Detroit, involving 129 acres with 
gross project costs estimated at $9.1 million and net project costs at 
$7.1 million. As yet, estimated costs of further projects are not firm. 

(Analysis largely based on Dun & Bradstreet, Inc., February 4, 1953, 
Municipal Credit Survey.) 

Cincinnati (fiscal year ended December 31, 1952), population 
503,998. 
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Debt:

In millions

of dollars

Per capita

Cincinnati

National

median cities

over 500,000

118

84

43

$167

251

$94

P)

127

153

i Schools and county.

Peak debt burden. $127 million in 1952. Low point $38 million in 1944. Net increase 334 percent since

1944. No clear statement available as to open borrowing capacity. $31.2 million in bonds authorized but

not issued.

Assessed value.â��$1.3 billion. (Said to be 60 percent of actual

value.) Up to 40 percent from low point of $907 million in 1946.

Taw rate.â��-City, $14.62 per $1,000 assessed value, $8.77 per $1,000

actual value.

Overall.â��$31.56 per $1,000 assessed value, $18.94 per $1,000 actual

value. Tax collections have been very good, with delinquencies less

than half the national experience.

Revenues:

In millions

of dollars

Percent

Property taxes

Nonproperty taxes.

Miscellaneous

Local subtotal-

State aid, etc

13.5

3

3.5

67.5

15.0

17.5

20.0

4.4

100

City total-

24.4

> $48

i Per capita.

Expenditures.â��Total $23.6 million. Surplusâ��$0.8 million.

Comments.â��Heavy debt which has been increasing much faster

than the tax base and is now the fifth largest per capita debt of the

17 cities with population over 500,000. However, Cincinnati's heavy

debt is partially offset by good tax collecting and fiscal management.

CoUncilmanic bonds must be serviced inside a narrow tax limitation.

Voted bonds are serviced from unlimited taxes which may be (and

are) outside of the limit. Cincinnati's revenue base is fairly well

diversified, especially since the city has not yet availed itself of the

"local income tax." Overlapping county and school district's pro-

portionate receipts and expenditures amount to about 155 percent of

the city's own operations.

Cincinnati has one project under loan and grant contract, covering

34 acres with gross project cost estimated at $4.3 million and net project

cost of $3.7 million. Two additional projects which are in final plan-
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Debt: 

Gross direct ___________________________________________________ _ 
Net dlrect _____________________________________________________ _ 
Overlapping net _______________________________________________ _ 
Debt burden ________________________________ - __ --- __ -__________ _ 

I Schools and county. 

In milllons Per capita 
of dollars Oincinnatl 

National 
median cities 
over &XJ,OOO 

118 ___________________________ _ 
84 $167 $94 
43 (1) (1) 

127 251 153 

Peak debt burden. $127 million in I~. Low point $38 million in 1944. Net increase 334 percent since 
1944. No clear statement available as to open borrowing capacity. $31.2 mlllion in bonds authorized but 
not Issued. 

A8se8sed value.-$1.3 billion. (Said to be 60 percent of actual 
value.) Up to 40 percent from low point of $907 million in 1946. 

TOJIJ rate.-City, $14.62 per $1,000 assessed value, $8.77 per $1,000 
actual value. 

Overall.-$31.56 per $1,000 assessed value, $18.94 per $1,000 actual 
value. Tax collections have been very good, with delinquencies lesS 
than half the national experience. 

Revenues: 

ProJ)erty taxes_ ---- --- --- - - - -- -------- - -- - ---- - - - -- - -_ -_ - - -- --- _____ ---- -- - -- ----

~~~~W=~~~~-_-_ --~~: ~ =~ = = === = = = = = = = = = = = === = = = = = = = = = == == = === ===== ====== =:= == = 

In mlllions Per. cent 
of dollars 

13.5 
3 
3.5 

87 .. 5 
16.0 
17.5 

1----1----IA>cal subtotal ___ . ____________________________ . _____ . _. ______________ . ______ . 20.0 100 
State aid, etc ______ . __ _ _ _ _ _ _ _ _ __ _ _ __ _ __ ___ _ __ __ __ _ __ _ _ ____ _ _ _ _ __ _ ___ ___ ___ _ _ _ _ _ _ _ 4.4 __ ------___ _ 

1----1----City total. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 24. 4 1 M8 

I Per capita. 

EaJpenditures.-Total $23.6 million. Surplus-$0.8 million. 
0O'1'llHlU3nt8.-Heavy debt which has been increasing much faster 

than the tax base and is now the fifth largest per capita debt of the 
17 cities with population over 500,000. However, Cincinnati's heavy 
debt is partially offset by good tax collecting and fiscal management. 
Councilmanic bonds must be serviced inside a narrow tax limitation. 
Voted bonds are serviced from unlimited taxes which may be (and 
are) outside of the limit. Cincinnati's revenue base is fairly well 
diversified, especially since the city has not yet availed itself of the 
"local income tax." Overlapping county and school district's pro
portionate receipts and expenditures amount to about 155 percent ~f 
the city's own operations. 

Cincinnati has one project under loan and grant contract, covering 
34 acres with gross project cost estimated at $4.3 million and net project 
cost of $3.7 million. Two additional projects which are in final.plan-
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ning stages would bring the total gross project cost to some $9 million

with net project costs on the order of $7.4 million.

(Analysis largely based on Dun & Bradstreet, Inc., April 23, 1953,

Municipal Credit Survey.)

Philadelphia (fiscal year ended December 31, 1952), population

2,071,605.

Debt:

In millions

of dollars

Per capita

Philadelphia

National

median cities

over 500,000

Gross directâ��

Net direct

Overlapping...

Debt burden..

536.5

382.3

57.3

439.6

0)

$185

212

m

$94

153

< School district only.

Peak debt burden $439.6 million in 1952. Low point $302.8 million in 1945. Increase 45 percent since 1945.

Outstanding debt is just within the legal debt limit (increased to 13H percent of assessed value by amend-

ment to State constitution in 1951), so that further borrowing must be limited to amounts retired, except

for self-supporting debt such as water, gas, sewer, and transit.

Assessed value.â��$3.5 billion for 1953. (57 percent of actual value

per State Board of Equalization.) Up 45 percent from the low of

$2.4 billion in 1945.

Tax rate.â��Cityâ��$17 per $1,000 of assessed valuation (no limit).

School $13.25 per $1,000, total tax rate $30.25 per $1,000 of assessed

valuation, or about $17.25 per $1,000 of actual value of taxable real

property. There has been no change in the $17 city rate since 1936.

The school rate has been increased five times since that date. Tax

collections have been in line with the national experience.

Revenues:

Millions

of dollars

Percent

Property taxes

Nonproperty taxes...

Other local sources...

Local subtotal >

State aid

City total i

55.6

48.4

19.6

45.0

39.2

15. S

123.6

4.6

100

'$61

' Excludes utility gross revenues, which cover operating costs and all debt service except that for the

$142 million transit debt.

* Per capita.

Comments.â��Philadelphia is a consolidated city-county with only

the coterminous school district as an overlapping taxing unit. It has

the third heaviest per capita debt burden in the country. Fifty year

term bonds were issued (and in some instances refunded at maturity)

almost regardless of the life of the capital asset involvedâ��even street

repairs, etc., were paid for from long term bond issues. It is prob-
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ning stages would bring the total gross project cost to some $9 million 
with net project costs on the order of $7.4 million. 

(Analysis largely based on Dun & Bradstreet, Inc., April 23, 1953, 
Municipal Credit Survey.) 

Philadelphia (fiscal year ended December 31, 1952), population 
2,071,605. 

Debt: 

GI'OII dfrect _______________ ---- ------------------- --- --- --------
Net dIrect ______ - - - - - - - - - - -- - - - - - - - - - - - - -- - - - - - - - - - - - - - - - - - - - - - -
Overlapplng _______________________ -- -- -- - --- - ----- -. - -- - -- -----
Debt burden _____________ ----------- ------ --- ---- -- -- - ---- ------

1 School district only. 

In millions Per capita National 
of dol1ara Philadelphia median cltles 

over 500,000 

536. 5 ___________________________ _ 

382.3 $185 $94 
67.3 (I) (I) 

439.6 212 153 

Peak debt burden $439.6 million in 1952. Low point $302.8 million In 1945. Increase 4S percent since 1945. 
Outstanding debt is Just within the legal debt limit (increased to 13~ percent of assessed value by amend-

ment to State constitution In 1951),80 that further borrowing must be limited to amounts retired, except 
for aelf-ltlpporting debt such as water, gas, sewer, and transit • 

.ABsessed value.-$3.5 billion for 1953. (57 percent of actual value 
per State Board of Equalization.) Up 45 percent from the low of 
$2.4 billion in 1945. 

T aaJ rate.-City-$17 per $1,000 of assessed valuation (no limit). 
School $13.25 per $1,000, total tax rate $30.25 per $1,000 of assessed 
valuation, or about $17.25 per $1,000 of actual value of taxable real 
property. There has been no change in the $17 city rate since 1936. 
The school rate has been increased five times since that date. Tax 
collections have been in line with the national experience. 

Revenues: 

Mflllons Percent of doUars 

ProJ)elty taxes _________________________________________________________________ _ M.6 45.0 
48.4 39.2 
19.6 15.8 ~~:r=:o=:::: = = = = = = = = =: = =::: =:: =: = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = 

IA>Ca1 subtotal 1 __________________________________________________________ _ 123.6 100 State ald _______________________________________________________________________ _ 4.6 
City total 1 ________________________ • ______________________________________ _ 128.2 , $61 

1 Excludes utility gross revenues, which cover operating costs and all debt service except that for the 
1142 million transit debt. 

t Per capita. 

Oommenta.-Philadelphia is a consolidated city-county with only 
the coterminous school district as an overlapping taxing unit. It has 
the third heaviest per capita debt burden in the country. Fifty year 
term bonds were issued (and in some instances refunded at maturity) 
almost regardless of the life of the capital asset involved-even street 
repairs, etc., were paid for from long term bond issues. It is prob-
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able that only the city's "gross income tax," instituted in 1940, staved

off a financial debacle. This was a significant advance in broadening

the revenue base.

Under the new "home rule" charter, which went into effect in Jan-

uary 1952, the new city administration is making substantial progress

toward better fiscal management. All repairs and some new con-

struction is now being financed from current revenues, and new

bond issues have been held to much shorter terms. Nevertheless, Phil-

adelphia will need many years to work itself into a sounder debt posi-

tion. It is significant that out of $33.4 million bonds sold this year

$26.5 million were for extensions, etc., to self-supporting utilities

while all the $6.9 million tax-supported bonds were for refunding

purposes.

Philadelphia has been allotted $748,600 of State funds for its Title

I projects. The local electorate in 1952 approved $1 million and in

November 1953 will vote on another $1,478,000 city bonds for slum

clearance. (Only small annual amounts can be authorized within the

debt limit.)

City appropriations for slum clearance have been:

1947 $102,400 1951 1,152,000

1948 152,460 1952 2,471,240

1949 242,716 1953 1,590,350

1950 558,000

$1,918,600 has been included in the 1954 budget.

The Title I program in Philadelphia is planned to be much more

extensive than the 60 acres in the three projects now under way with

combined gross project costs estimated at $11.1 million and net project

costs at $9.9 million. Four more projects now in the advanced plan-

ning stage would bring the total to perhaps 3,000 acres with $55 mil-

lion total estimated gross project costs and $29 million total estimated

net project costs.

(Analysis largely based on Dun & Bradstreet, Inc., March 18,1953.

Municipal Credit Survey.)
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able that only the city's "gross income tax," instituted in 1940, staved 
off a financial debacle. Tllis was a significant advance in broadening 
the revenue base. 

Under the new "home rule" charter, which went into effect in Jan
uary 1952, the new city administration is making substantial progress 
toward better fiscal management. All repairs and some new con
struction is now being financed from current revenues, and new 
bond issues have been held to much shorter terms. Nevertheless, Phil
adelphia will need many years to ,vork itself into a sounder debt posi
tion. It is significant that out of $33.4 million bonds sold this year 
$26.5 million :were for extensions, etc., to self-supporting utilities 
while all the $6.9 million tax-supported bonds were for refunding 
purposes. 

Philadelphia has been allotted $748,600 of State funds for its Title 
I projects. The local electorate in 1952 approved $1 million and in 
November 1953 will vote on another $1,478,000 city bonds for slum 
clearance. (Only small annual amounts can be authorized within the 
debt limit.) 

City appropriations for slum clearance have been: 
1947 ______ ~ ________ $102,400 1951 _______________ 1,152,000 
1948------_________ 152,460 1952 _______________ 2,471,240 
1949_______________ 242,716 1953 _______________ 1,590,850 
1950_______________ 558,000 

$1,918,600 has been included in the 1954 budget. 
The Title I program in Philadelphia is planned to be much more 

extensive than the 60 acres in the three projects now under way wit]l 
combined gross project costs estimated at $11.1 million and net project 
costs at $9.9 million. Four more projects now in the advanced plan
ning stage would bring the total to perllaps 3,000 acres with $55 mil
lion total estimated gross project costs and $29 million total estimated 
net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., March 18, 1953. 
Municipal Credit Survey.) 
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Exhibit 11

EXCERPT FROM A STUDY ON TAX REVENUES FROM REDEVELOPMENT

PROJECTS SELECTED AT RANDOM

From 10 cities taken at random was ascertained (1) the annual tax

receipts from the project area prior to redevelopment and (2) the

estimated annual tax receipts after redevelopment, and from this was

computed the principal amount of bonds which (at 10- and 15-year

maturities and at an interest rate of 3 percent per annum) could be

supported by a level debt service payment equal to 50 percent and to

75 percent of the estimated increased tax receipts. In summary, tax

receipts increase from roughly 2y2 to as much as (in one case) 10

times. The amount of bonds which could be issued on a 15-year ma-

turity with a level debt service payment equal to 75 percent of the

estimated increased tax revenues would be sufficient to meet or sub-

stantially exceed local grant-in-aid requirements on 7 of the 10 proj-

ects. On a 10-year, 50 percent basis the amount of bonds which could

be issued would be sufficient to meet or exceed the local grant-in-aid

requirements on 3 of the 10 projects and from roughly 25 percent to

50 percent of the local grant-in-aid requirements on most of the other

7 projects.

In the absence of absolute knowledge of economic conditions far

into the future, it is difficult to speculate on the probabilities for tax

collections over a period of years. It becomes even more difficult

when dealing with a single small segment of a community.

Cities generally, when taken as a whole, usually tend to show an

increasing tax base, but this is largely due to new construction, an-

nexations, etc., which more than offset the fall in deteriorating areas.

The one exception to this rising tendency is the community losing

population with the accompanying fall in new building and area

growth.

Assessors almost invariably take notice of depreciation as improve-

ments grow older. They also consider rising ground values and re-

production costs, both of which follow the upward inflationary trend

that historically follows industrialization.

The one exception in this century, broad enough to be noteworthy,

was the effect of the depression of the thirties, when allowing for the

inevitable lag in changing assessments, the tax base fell noticeably

over most of the country.

238

PRESIDENT'S ADVISORY COMMl1TEE ON HOUSING 

EXHmIT 11 

EXCERPT FROM A STIJDY ON TAX REVENUES FROM REDEVELOPMENT 
PROJECTS SELECTED AT RANDOM 

From 10 cities taken at random was ascertained (1) the annual tax 
receipts from the project area prior to redevelopment and (2) the 
estimated annual tax receipts after redevelopment, and from this was 
computed the principal amount of bonds which (at 10- and 15-year 
maturities and at an interest rate of 3 percent per annum) could be 
supported by a level debt service payment equal to 50 percent and to 
75 percent of the estimated increased tax receipts. In summary, tax 
receipts increase from roughly 21h to as much as (in one case) 10 
times. The amount .of bonds which could be issued on a 15-year ma
turity with a level debt service payment equal to 75 percent of the 
estimated increased tax revenues would be sufficient to meet or sub
stantially exceed local grant-in-aid requirements on 7 of the 10 proj
ects. On a 10-year, 50 percent basis the amount of bonds which could 
be issued would be sufficient to meet or exceed the local grant-in-aid 
requirements on 3 of the 10 projects and from roughly 25 percent to 
50 percent of the local grant-in-aid requirements on most of the other 
7 projects. 

In the absence of absolute knowledge of economic conditions far 
into the future, it is difficult to speculate on the probabilities for tax 
collections over a period of years. It becomes even more difficult 
when dealing with a single small segment of a community. 

Cities generally, when taken as a whole, usually tend to show an 
increasing tax base, but this is largely due to new construction, an
nexations, etc., which more than offset the fall in deteriorating areas. 
The one exception to this rising tendency is the community losing 
population with the accompanying fall in new building and area 
growth. 

Assessors almost invariably take notice of depreciation as improve
ments grow older. They also consider rising ground values and re
production costs, both of which follow the upward inflationary trend 
that historically follows industrialization. 

The one exception in this century, broad enough to be noteworthy, 
was the effect of the depression of the thirties, when allowing for the 
inevitable lag in changing assessments, the tax base fell noticeably 
over most of the country. 
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PRESIDENTS ADVISORY COMMITTEE ON HOUSING

Exhibit 12

DIGEST OF REPLIES TO QUESTIONNAIRE SENT OUT BY THE SUBCOM-

MITTEE ON URBAN REDEVELOPMENT, REHABILITATION, AND

CONSERVATION

Following is a digest of replies to a questionnaire sent out by the

Subcommittee on Urban Redevelopment, Rehabilitation, and Con-

servation, of the President's Advisory Committee on Housing. Re-

plies were received from the following persons:

Frank P. Zeidler, mayor, Milwaukee, Wis.

Rafael Pico, chairman, Puerto Rico Planning Board, Santurce, P. R.

Roger L. Creighton, secretary, Slum Clearance and Redevelopment Authority,

Portland, Maine. '

Francis J. Lammer, executive director, Redevelopment Authority of the City of

Philadelphia, Philadelphia, Pa.

Robert Moses, chairman, Office of Committee on Slum Clearance, New York City.

Charles S. Ascher, New York City.

W. O. Dobbins, Jr., director, State Planning Board, Montgomery, Ala.

George H. Dovenmuehle, president, Dovenmuehle, Inc., Chicago, 111.

Carl A. Metz, care Shaw, Metz & Dolio, Chicago, 111.

Ramsey Findlater, director, Cincinnati Metropolitan Housing Authority, Cin-

cinnati, Ohio.

Gerald Gimre, executive director, The Nashville Housing Authority, Nashville,

Tenn.

Paul B. Guthery, care V. J. Guthery's Sons, Charlotte, N. C.

Frank H. Malley, director, City Plan Commission, Providence, R. I.

Donald M. Graham, executive director, Providence Redevelopment Agency, Prov-

idence, R. I.

Charles B. Bennett, director, Department of City Planning, Lps Angeles, Calif.

Paul Opperman, Director of Planning, San Francisco, Calif.

Shelton P. Hubbard, director, Department of Housing Improvement and Slum

Clearance, New Orleans, La.

R. Redding Stevenson, chairman, Housing Authority of the City of Little Rock,

Little Rock, Ark.

William E. Kemp, mayor, Kansas City, Mo.

Reginald R. Isaacs, chairman, Department of City and Landscape Planning,

Harvard University, Cambridge, Mass.

Ferd Kramer, care Draper and Kramer, Chicago, 111.

DIGEST OF REPLIES

Question 1: The size of the slum elimination and slum prevention

problem.

Milwaukee, Wis.â��Areas with 7 to 10 symptoms of blight cover ap-

proximately 5,400 gross acres or nearly 16 percent of total city area.
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Following is a digest of replies to a questionnaire sent out by the 
Subcommittee on Urban Redevelopment, Rehabilitation, and Con
servation, of the President's Advisory Committee on Housing. Re
plies were received from the following persons: 

Frank P. Zeidler, mayor, l\filwaukee, Wis. 
Rafael Pico, chairman, Puerto Rico Planning Board, Santurce, P. R. 
Roger L. Creighton, secretary, Slum Clearance and Redevelopment Authority, 

Portland, Maine. . 
Francis J. Lammer, executive director, Redevelopment Authority of the City of 

PhIladelphia, Philadelphia, Pa. 
Robert l\foses, chairman, Office of Committee on Slum Clearance, New York City. 
Charles S. Ascher, New York City. 
W. O. Dobbins, Jr., director, State Planning Board, l\iontgomery, Ala. 
George H. Dovenmuehle, president, Dovenmuehle, Inc., Chicago, Ill. 
Carl A. Metz, care Shaw, Metz & Dolio, Chicago, Ill. 
Ramsey Findlater, director, Cincinnati Metropolitan Housing Authority, Cin-

cinnati, Ohio. . 
Gerald Gimre, executive director, The Nashville Housing Authority, Nashville, 

Tenn. 
Paul B. Guthery, care V. J. Guthery's Sons, Charlotte, N. C. 
Frank H. l\ialley, director, CIty Plan Commission, Providence, R. I. 
Donald M. Graham, executive director, Providence Redevelopment Agency, Prov-

idence, R. I. 
Charles B. Bennett, director, Department of City Planning, Ips Angeles, Calif. 
Paul Opperman, Director of Planning, San Francisco, CaUf. 
Shelton P. Hubbard, director, Department of Housing Improvement and Slum 

Clearance, New Orleans, La. 
R. Redding Stevenson, chairman, Housing Authority of the City of Little Rock, 

Little Rock, Ark.. 
William E. Kemp, mayor, Kansas City, Mo. 
Reginald R. Isaacs, chairman, Department of City and Landscape Planning, 

Harvard University, Cambridge, Mass. 
Ferd Kramer, care Draper and Kramer, Chicago, Ill. 

DIGEST OF REPLIES 

Question 1 : The size of the slum elimination and slum prevention 
problem. 

J/ilAoaukee, Wis.-Areas ,vith 7 to 10 symptoms of blight cover ap
proximately 5,400 gross acres or nearly 16 percent of total city area. 
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APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

Within these areas live 121,356 persons or 19.04 percent of total popu-

lation. Over 36,000 or 20 percent of Milwaukee's 185,734 occupied

dwelling units are believed to be substandard. 27 percent of all

occupied rental units are substandard.

Puerto Rico.â��100,000 urban slum dwellings, constituting 40 percent

of all urban dwelling units.

Portland, Maine.â��Slum elimination: 78 acres and 4,660 persons or

5y2 percent of the population of Portland.

Slum prevention involving a greater amount of spot clearance and

improvement of public facilities: 322 acres and 19,063 persons, or

25 percent of population.

Slum prevention involving a lesser amount of spot clearance but

including some improvements of public facilities: 337 acres and 15,025

persons, or 20 percent of population.

Conservation areas would involve approximately 10 percent of the

units within such areas.

Philadelphia, Pa.â��1950 census revealed 70,000 dwellings so defi-

cient as to warrant redevelopment action.

New York City.â��1950 census rated more than 285,000 apart-

mentsâ��over 12 percent of total as badly substandard. Included in

this figure were more than 100,000 apartments lacking either a private

bath, toilet, or both. The City Planning Commission has designated

9,000 acres throughout the city as slum areas which would be proper

for clearance and rehabilitation.

Cincinnati, Ohio.â��National 1950 census figure of 4,900,000 sub-

standard urban occupied dwellings.

Nashville, Tenn.â��One-third of the 22 square miles of incorporated

area in Nashville is slums and dilapidated area. A housing survey

made in 1949 revealed that out of a total of 47,526 dwellings in the city,

21,410 were substandard.

Providence, R. I.â��Estimate that more than 60,000 of the city's

74,000 dwelling units are located in areas which require municipally

aided housing improvement activity. Twenty-five thousand units in

eight residential areas have been designated as redevelopment areas.

Seven thousand units in these areas must be cleared; 18,000 units

(20-25 percent of city total) can be rehabilitated. Areas requiring

conservation action contain about 35,000 units or 40-50 percent of

city total.

Los Angeles, Calif.â��United States 1950 census revealed 29,461 di-

lapidated dwelling units in Los Angeles. An independent housing

survey in Los Angeles revealed 19,300 dilapidated units. Therefore,

approximately 24,000 units is probably a fair estimate of units which

should be demolished. This represents about 3y2 percent of total

1950 housing supply. About 11,000 structures are involved. The
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Within these areas live 121,356 persons or 19.04 percent of total popu
lation. Over 36,000 or 20 percent of Milwaukee's 185,734 occupied 
dwelling units are believed to be substandard. 27 percent of all 
occupied rental units are substandard. 

P'tU3rto Rico.-100,000 urban slum dwellings, constituting 40 percent 
of all urban dwelling units. 

Portland, M aine.-Slum elilninatioll: 78 acres and 4,660 persons or 
5% percent of the population of Portland. 

Slum prevention involving a greater amount of spot clearance and 
improvement of public facilities: 322 acres and 19,063 persons, or 
25 percent of population. 

Slum prevention involving a lesser amount of spot clearance but 
including some improvements of public facilities: 337 acres and 15,025 
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Conservation areas would involve approximately 10 percent of the 
units within such areas. 

Philadelphia, Pa.-1950 census revealed 70,000 dwellings so defi
cient as to warrant redevelopment action. 

New York Oity.-1950 census rated more than 285,000 apart
ments--over 12 percent of total as badly substandard. Included in 
this figure were more than 100,000 apartments lacking either a private 

. bath, toilet, or both. The City Planning Commission has designated 
9,000 acres througllout the city as slum areas which would be proper 
for clearanc.e and rehabilitation. 

Oincinnati, Ohio.-National 1950 census figure of 4,900,000 sub
standard urban occupied dwellings. 

Nashville, Tenn.-One-third of the 22 square miles of incorporated 
area in Nashville is slums and dilapidated area. A housing survey 
made in 1949 revealed that out of a total of 47,526 dwellings in tIle city, 
21,410 were substandard. 

P'rov·idence, R. I.-Estimate that more than 60,000 of the city's 
74,000 dwelling units are located in areas which require municipally 
aided housing improvement activity. Twenty-five thousand units in 
eight residential areas have been desigllated as redevelopment areas. 
Seven thousand units in these areas must be cleared; 18,000 units 
(20-25 percent of city total) can be rehabilitated. Areas requiring 
conservation action contain about 35,000 units or 40-50 percent of 
city total. 

LOB Angeles, Oalif.-United States 1950 census revealed 29,461 di
lapidated dwelling units in Los Angeles. An independent housing 
survey in Los Angeles revealed 19,300 dilapidated units. Therefore, 
approximately 24,000 units is probably 8 fair estimate of units which 
should be demolished. This represents about 3lh percent of total 
1950 housing supply. About 11,000 structures are involved. The 
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1950 census also revealed a total of 35,464 units which were not dilapi-

dated, but lacked adequate sanitary facilities. This figure represents

the number of units that require rehabilitation to become standard.

It is about 5 percent of total supply and involves approximately

16,000 structures.

San Francisco, Calif.â��Approximately 5 percent of the area re-

quires complete clearance; 23 percent requires rehabilitation treat-

ment ; remainder is either stabilized or requires only minor remedial

action.

New Orleans, La.â��43 percent of the total number (173,608) of

houses in New Orleans are substandard. There are about 29,397

houses (17.3 percent) without running water or dilapidated, and

43,690 (25.7 percent) without private bath or dilapidated. Twenty-

five percent of the city's residential areas are "poor housing" areas, in

which 27.4 percent of the population lives.

Little Rock, Ark.â��The size of the program should be cut to the

pattern outlined in the Housing Act of 1949.

Kansas City, Mo.â��Approximately 6 percent of all dwelling units

in Kansas City are in a condition of severe blight and should be de-

molished. An additional 19 percent are in need of varying degrees

of rehabilitation to restore them to acceptable standards of livability.

Reginald R. Isaacs, Harvard Graduate School.â��Slum prevention

problem has three times the geographic area of slum clearance and

probably can be accomplished at one-third the cost.

Question 2: The role in slum elimination of urban redevelopment.

Milwaukee, Wis.â��While the word "slum" is a matter of definition,

such areas must be cleared, replanned and rebuilt. The process of

reclamation is urban redevelopment. As contemplated in the Hous-

ing Act of 1949, it is the best implement thus far developed for joint

participation by the Federal Government and the communities. Re-

finements may be needed but unnecessary delays for purposes of fur-

ther study should be avoided.

Puerto Rico.â��The urban redevelopment program under the Hous-

ing Act of 1949 constitutes the major method that can be used for

elimination of slums. Because of the condition of slum housing and

the lack of rational street patterns, clearance and urban redevelop-

ment is necessary.

Portland, Maine.â��Urban redevelopment under the Housing Act

of 1949 is the only means of slum elimination. Private interests are

financially incapable of effecting slum clearance.

Philadelphia, Pa.â��Cannot have redevelopment without slum clear-

ance, but must have Federal financial assistance.

New York City.â��Urban redevelopment is a sound application of

city planning principles to slum elimination.
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1950 census also revealed a total of 35,464 units which were not dilapi
dated, but lacked adequate sanitary facilities. This figure represents 
the number of units that require rehabilitation to become standard. 
It is about 5 percent of total supply and involves approximately 
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San Francisco, Oalif.-Approximately 5 percent of the area re
quires complete clearance; 23 percent requires rehabilitation treat
ment; remainder is either stabilized or requires only minor remedial 
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reclamation is urban redevelop·ment. As contemplated in the Hous
ing Act of 1949, it is the best implement thus far developed for joint 
participation by the Federal Government and the communities. Re
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Puerto Rico.-The urban redevelopment program under the Hous
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elimination of slums. Because of the condition of slum housing and 
the lack of rational street patterns, clearance and urban redevelop
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Philadelphia, Pa.-Cannot have redevelopment without slum clear
ance, but must have Federal financial assistance. 

New York Oity.-Urban redevelopment is a sound application of 
city planning principles to slum elimination. 
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Cincinnati, Ohio.â��The dual purpose of urban redevelopment is

assumed to be the elimination of slums and redevelopment of blighted

areas for their best use as determined by local planning agencies. A

program directed toward elimination of inadequate housing and

eventual improvement of cities should provide for treating blight by

the most effective means that analysis of individual areas may indi-

cate : (1) Demolition of unusable buildings, repair of others and pro-

vision of community facilities; (2) removal of incompatible land

use; (3) removal of certain structures.

Nashville, Tenn.â��Urban redevelopment in Nashville would of

necessity be confined solely to existing slum areas.

Charlotte, N. C.â��Complete redevelopment should be a last resort,

with every precaution taken to protect private property rights, giving

former owners a purchase refusal of their redeveloped land.

Providence, R. I.â��Urban redevelopment is the process of replacing

obsolete facilities in a city with carefully planned and coordinated

facilities. In this sense, residential slum elimination is only a part

of the urban redevelopment process.

San Francisco, Calif.â��The role in slum elimination of urban re-

development is primary and crucial. The redevelopment program is

the fulcrum around which all community efforts in this field revolve

and to which they are relate'd.

New Orleans, La.â��Urban redevelopment has an important role to

play in the overall program of slum elimination.

Little Rock, Ark.â��In the south and southwest most cities are in-

fested with shack neighborhoods and areas whose character of con-

struction will preclude rehabilitation and will require complete elimi-

nation. Therefore, urban redevelopment should have a prominent

part in slum elimination.

Reginald R. Isaacs, Harvard G-raduate School.â��Urban redevelop-

ment is a major slum elimination.

Question 3: The role of neighborhood replanning, conservation and

rehabilitation.

Milwaukee, Wis.â��Useful measures for application to areas in

which there are evidences of blight, but where there is a reasonable

chance to preserve existing values. These activities should be in large

part the responsibility of the community and the obligation of prop-

erty owners to deal with their own buildings.

Puerto Rico.â��Can play an important role in retarding deteriora-

tion of blighted areas. Such programs should be relied upon largely

for slum prevention, rather than slum elimination.

Portland, Maine.â��Conservation and rehabilitation techniques are

vital because they will affect 45 percent of the housing supply which
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Oincin'IULti, Ohio.-The dual purpose of urban redevelopment is 
assumed to be the elimination of slums and redevelopment of blighted 
areas for their best use as determined by local planning agencies. A 
program directed toward elimination of inadequate housing and 
eventual improvement of cities should provide for treating blight by 
the most effective means that analysis of individual areas may indi
cate: (1) Demolition of unusable buildings, repair of others and pro
vision of community facilities; (2) removal of incompatible land 
use; (3) removal of certain structures. 

Nashville, Tenn.-Urban redevelopment in Nashville would of 
necessity be confined solely to existing slum areas. 

Oharlotte, N. O.-Complete redevelopment should be a last resort, 
with every precaution taken to protect private property rights, giving 
former owners a purchase refusal of their redeveloped land. 

Providence, R.I.-Urban redevelopment is the process of replacing 
obsolete facilities in a city with carefully planned and coordinated 
facilities. In this sense, residential slum elimination is only 8, part 
of the urban redevelopment process. 

San Francisco, Oolit.-The role in slum elimination of urban re
development is primary and crucial. The redevelopment program is 
the fulcrum around which all community efforts in this field revolve 
and to which they are related. 

New OrleOlM, La.-Urban redevelopment has an important role to 
play in the overall program of slum elimination. . 

Little Rook, Ark.-In the south and southwest most cities are in
fested with shack neighborhoods and areas whose character of con
struction will preclude rehabilitation and will require complete elimi
nation. Therefore, urban redevelopment should have 8, prominent 
part in slum elimination. 

Reginald R. Isaacs, HO/l'Vard Graduate School.-Urban redevelop
ment is a major slum elimination. 

Question 3: The role of neighborhood replanning, conservation alld 
rehabilitation. 

Milwaukee, Wis.-Useful measures for application to areas in 
which there are evidences of blight, but where there is a reasonable 
chance to preserve existing values. These activities should be in large 
part the responsibility of the community and the obligation of prop
erty owners to deal with their own buildings. 

Puerto Rieo.-Can play an important role in retarding deteriora
tion of blighted areas. Such programs should be relied upon largely 
for slum prevention, rather tllan slum elimination. 

Portland, Maine.-Conservation and rehabilitation techniques are 
vital because they will affect 45 percent of the housing supply which 
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is not being replaced at the current rate of housing construction.

These techniques involve (1) enforcement of housing standards; (2)

destruction of badly dilapidated buildings; (3) provision of new

community facilities. The last two involve sizable expenditures of

public funds.

New York City.â��Neighborhood conservation and rehabilitation is

a useful tool to arrest blight. It is but one of a series of toolsâ��in-

cluding replanning, police power enforcement and new housingâ��

all of which must be used in a coordinated program.

Cincinnati, Ohio.â��When used in conjunction with redevelopment,

neighborhood replanning is inherent; where it is part of a conserva-

tion or rehabilitation plan it may take the form of more gradual

correction of unfavorable influences. Conservation is entirely a local

responsibility. Rehabilitation, where feasible, offers advantages of

economy, speed and continuation of good neighborhood patterns, but

its value should be held in proper focus, because attempts to eliminate

slums by this method will be unsuccessful.

Nashville, Tenn.â��Attempts to conserve its dwelling areas through

strict zoning enforcement over the past 15 years has prevented further

obsolescence or spread of blight. Rehabilitation, while a desirable

undertaking cannot play too large a role because of the nature of

existing slum areas. Urban redevelopment is of necessity related

to complete removal of slum dwellings.

Charlotte, N. C.â��No program of conservation and rehabilitation of

housing will be successful without objective planning and zoning.

Providence, R. I.â��Blighted "twilight" neighborhoods are being

neglected. Organized and sustained governmental and citizen action

is required to restore rehabilitation and conservation areas to at least

minimum standards, to encourage new levels of residential comfort,

convenience, and efficiency, and to insure their continued renewal and

conservation.

Los Angeles, Calif.â��Local Building and Safety Department has

the responsibility of carrying on a slum clearance and "preventive

maintenance" program. Estimated 40,000 units or approximately

15,000 apartment and hotel structures are classified as falling within

the scope of a residential area conservation program. About 2,000

units fall from the conservation to the substandard group each year.

San Francisco, Calif.â��The attack in the community should be on

all fronts. The efforts in the different categories should be coordi-

nated and priorities established, and the program once embarked upon

should be continuing without terminal date. This is on the assump-

tion that a continuing process of redevelopment, rehabilitation, con-

servation, and code enforcement is the proper concept.
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is not being replaced at the current rate of housing construction. 
These techniques involve (1) enforcement of housing standards; (2) 
destruction of badly dilapidated buildings; (3) provision of new 
community facilities. The last two involve sizable expenditures of 
public funds. 

New York Oity.-Neighborhood conservation and rehabilitation is 
a useful tool to arrest blight. It is but one of a series of tools-in
cluding replanning, police power enforcement and new housing
all of which must be used in a coordinated program. 

Oincinnati, Ohio.-When used in conjunction with redevelopment, 
neighborhood replanning is inherent; where it is part of a conserva
tion or rehabilitation plan it may take the form of more gradual 
correction of unfavorable influences. Conservation is entirely a local 
responsibility. Rehabilitation, where feasible, offers advantages of 
economy, speed and continuation of good neighborhood patterns, but 
its value should be held in proper focus, because attempts to eliminate 
slums by this method will be unsuccessful. 

Nashville, Tenn.-Attempts to conserve its dwelling areas through 
strict zoning enforcement over the past 15 years has prevented further 
obsolescence or spread of blight. Rehabilitation, while a desirable 
undertaking cannot play too large a role because of the nature of 
existing slum areas. Urban redevelopment is of necessity related 
to complete removal of slum dwellings. 

Ohar?otte, N. O.-No program of conservation and rehabilitation of 
housing will be successful without objective planning and zoning. 

Providence, R. I.-Blighted "twilight" neighborhoods are being 
neglected. Organized and sustained governmental and citizen action 
is required to restore rehabilitation and conservation areas to at least 
minimum standards, to encourage new levels of residential comfort, 
convenience, and efficiency, and to insure their continued renewal and 
conservation. 

L08 Angeles, Oali/.-Local Building and Safety Department has 
the responsibility of carrying on a slum clearance and "preventive 
maintenance" program. Estimated 40,000 units or approximately 
15,000 apartment and hotel structures are classified as falling within 
the scope of a residential area conservation program. About 2,000 
units fall from the conservation to the substandard group each year. 

San Fr(JJJtci8co, Oali/.-The attack in the community should be on 
all fronts. The efforts in the different categories should be coordi
nated and priorities established, and the program once embarked upon 
should be continuing without terminal date. This is on the assump
t.ion that a continuing process of redevelopment, rehabilitation, con
servation, and code enforcement is tlle proper concept. 

rlglln 

III I E~SIT 



APP. 2â��SUBCOMMITTEE ON URBAN REDEVELOPMENT

New Orleans, La.â��Present major objective is conservation and re-

habilitation of neighborhoods. This is the basic method of approach

to the whole problem.

Little Rock, Ark.â��To have any real neighborhood replanning,

there must be clearance as well as conservation and rehabilitation.

Reginald R. Isaacs, Harvard Graduate School.â��Neighborhood re-

planning is an impossible solution for conservation. It is too small

scale.

Question 4: The capacity of cities to deal with slum elimination and

slum prevention effectively.

Milwaukee, Wis.â��Slum elimination cannot be accomplished by

cities within the framework of their own financial limitations because

of the costs involved in acquisition and demolition of existing build-

ings. Slum prevention is a matter of strict ordinance enforcement

and greater citizen interest.

Puerto Rico.â��Puerto Rico does not have financial capacity to carry

out slum elimination. Slum prevention can be within their capacity,

however, provided there is outside aid for elimination of slums which

threaten to spread into adjacent blighted areas.

Portland, Maine.â��Financially incapable of proceeding with slum

elimination without Federal assistance. Costs are too great when

coupled with need for sewers, schools, etc. Portland can enforce its

housing code in an attempt to prevent slums, but this is not effective

without auxiliary tools such as spot clearance, parks, etc.

Philadelphia, Pa.â��Cannot begin to accomplish slum elimination

without generous Federal aid. Can begin to deal effectively with

slum prevention.

New York City.â��Cities cannot deal with slum elimination alone,

so long as most of their revenue comes from real estate taxation and

so long as their boundaries do not include the whole urban commu-

nity. They can do more effective planning. They can strengthen the

enforcement of housing and building codes to prevent slums; but

these tools will not eliminate slums.

Montgomery, Ala.â��Federal assistance on urban redevelopment pro-

gram should be on a severely limited basis. Such programs should

be used as a means of offsetting or stopping mass unemployment.

Chicago, III., Ferd Kramer.â��Title I is the only possible salvation

for the city.

Cincinnati, Ohio.â��Where the major problem of slum elimination is

financial, cities cannot supply sufficient funds. Slum elimination

through enforced repair or demolition is within the capacity of cities

to the extent that occupants of affected structures can find places to

live within their means. Slum prevention is the responsibility and is

within the capacity of every city,
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N81JJ Orleans, La.-Present major objective is conservation and re
habilitation of neighborhoods. This is the basic method of approach 
to the whole problem. 

Little Rock, Ark.-To have any real neighborhood replanning, 
there must be clearance as well as conservation and rehabilitation. 

Reginald R. isaac8, Harvard Gradluate School.-Neighborhood re
planning is an impossible solution for conservation. It is too small 
scale. 

Question 4: The capacity of cities to deal with slum elimination and 
slum prevention effectively. 

Milwaukee, Wia.-Slum elimination cannot be accomplished by 
cities within the framework of their own financial limitations because 
of the costs involved in acquisition and demolItion of existing build
ings. Slum prevention is a matter of strict ordinance enforcement 
and greater citizen interest. 

P'Ut8rto Rieo.-Puerto Rico does not have financial capacity to carry 
out slum elimination. Slum prevention can be within their capacity, 
however, provided there is outside aid for elimination of slums which 
threaten to spread into adjacent blighted areas. 

PortlflllUi, M aine.-Financially incapable of proceeding with slum 
elimination witllout Federal assistance. Costs are too great when 
coupled with need for sewers, schools, etc. Portland can enforce its 
housing code in an attempt to prevent slums, but this is not effective 
without auxiliary tools such as spot clearance, parks, etc. 

Philadelphia, Pa.-Cannot begin to accomplish slum elimination 
without generous Federal aid. Can begin to deal effectively with 
slum prevention. 

New York Oity.-Cities cannot deal with slum elimination alone, 
so long as most of their revenue comes from real estate taxation and 
so long as their boundaries do not include tIle whole urban commu .. 
nity. They can do more effective planning. They can strengthen the 
enforcement of housing and building codes to prevent sl~s; but 
these tools will not eliminate slums. 

M ontglJllMry, Ala.-Federal assistance on urban redevelopment pro
gram should be on a severely limited basis. Such programs should 
be used as a means of offsetting or stopping mass unemployment. 

Ohicago, Ill., Ferd Kramer.-Title I is the only possible salvation 
for the city. 

Oincinnati, 0 hio.-Where the major problem of slum elimination is 
financial, cities cannot supply sufficient funds. Slum elimination 
through enforced repair or demolition is within the capacity of cities 
to the extent that occupants of affected structures can find places to 
live within their means. Slum prevention is the responsibility and is 
within the capacity of every city!' 
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Nashville, Tenn.â��This city has exhausted its taxing ability in pro-

viding public facilities. Unless there is drastic change in basic tax-

ing policies as related to city, county, State, and National Govern-

ments, the possibilities of financing additional slum clearance through,

municipal financing would be very limited. It is the responsibility of

the city to prevent recurrences of slums. Enforcement of building

regulations can be vastly improved.

Charlotte, N. C.â��In most instances, all the laws that are necessary-

are already on the books. The question is one of enforcement.

Providence, B. I.â��The capacity of municipalities to deal with their

slum problems depends primarily upon the vigor and health of the

basic businessâ��industrial activity within the municipality. It de-

pends further on the extent to which such activity remains within the

city or is shifted to other municipalities within or beyond the region

or metropolitan area. Another factor is the extent to which cities are

burdened with public facilities and services which have been neglected

for decades because of the lack of a general physical and fiscal plan

for the growth and maintenance of the city.

The long-range total tax receipts and the level of resources devoted

to housing improvement activities by a central city government prob-

ably would not rise with an increase in property tax rates. Without

a metropolitan approach it is doubtful if a central city like Provi-

dence could raise its rate independently of the surrounding suburban

communities which are now competing for the city's population and

industry.

San Francisco, Calif.â��Capacities of cities to deal with slums varies

all across the nation. Therefore, national interest and concern is

justified in the interest of strengthening the national economy and

improving the productivity and livability of urban centers. The

Federal establishment has a responsibility in providing leadership

and guidance, to assist financially and technically, and to conduct re-

search for cities.

New Orleans, La.â��All cities have the capacity to deal with slum

prevention. Cities cannot presently provide sufficient funds for ade-

quate facilities and paved streets.

Little Rock, Ark.â��Cities cannot deal with slum elimination and

slum prevention in our present predicament without some outside

help. Cities can, and should, hereafter assume a greater responsi-

bility in conservation and rehabilitation than they have ever done in

the past. Do not attempt to replace slum clearance and urban re-

development with rehabilitation and conservation alone. The prob-

lem of slums in America is one that can only be handled by using all

of the tools at handâ��SCUE, rehabilitation, conservation, together

with enforcement of local health laws and codes, and some low-rent
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Nashville, Tenn.-This city has exhausted its taxing ability in pro
viding public facilities. Unless there is drastic change in basic tax
ing policies as related to city, county, State, and National Govern
ments, the possibilities of financing additional slum clearance through 
municipal financing would be very limited. It is the responsibility of 
tIle city to prevent recurrences of slums. Enforcement of building 
regulations can be vastly improved. 

Oharlotte, N. O.-In most instances, all the laws that are necessary 
are already on ·the books. The question is one of enforcement. 

Providence, R. I.-The capacity of municipalities to deal with their 
slum problems depends primarily upon the vigor and health of the 
basic business-indust~ial activity within the municipality. It de
pends further on the extent to which such activity remains within the 
city or is shifted to other municipalities within or beyond the region 
or metropolitan area. Another factor is the extent to which cities are 
burdened with public facilities and services which have been neglected 
for decades because of the lack of a general physical and fiscal plan 
for the growth and maintenance of the city. 

The long-range total tax receipts and the level of resources devoted 
to housing improvement activities by a central city government prob
ably would not rise with an increase in property tax rates. Without 
a metropolitan approach it is doubtful if a central city like Provi
dence could raise its rate independently of the surrounding suburban 
communities which are now competing for the city's population and 
industry. 

San Francisco, Oalif.-Capacities of cities to deal with slums varies 
all across the nation. Therefore, national interest and concern is 
justified in the interest of strengthening the national economy and 
improving the productivity and livability of urban centers. The 
Federal establishment has a responsibility in providing leadership 
and guidance, to assist financially and technically, and to conduct re
search for cities. 

New Orleans, La.-AII cities have the capacity to deal with slum 
prevention. Cities cannot presently provide sufficient funds for ade
quate facilities and paved streets. 

Little Rock, A.rk.-Cities cannot deal with slum elimination and 
slum prevention in our present predicament without some out.side 
help. Cities can, and should, hereafter assume a greater responsi
bility in conservation and rehabilitation than they have ever done in 
the past. Do not attempt to replace slum clearance and urban re
development with rehabilitation and conservation alone. The prob
lem of slums in America is one that can only be handled by using all 
of the tools at hand-SCUR, rehabilitation, conservation, together 
with enforcement of local health laws and codes, and some low-rent 
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public housing for families that private enterprise cannot economic-

ally house when they are removed from the slum dwellings they

occupy.

Reginald R. Isaacs, Harvard Graduate School.â��Cities have little

capacity to deal with slum elimination without Federal aid, but they

do have sufficient strength, with State aid, to deal with slum pre-

vention.

Question 5: Do you consider Federal assistance to be necessary, and

if so, to what extent, and why ?

Milwaukee, Wis.â��Federal assistance is absolutely necessary for

0lum clearance and urban redevelopment. First, cities generally are

unable to finance such undertakings because of limitations upon their

source of revenue. Real estate is being taxed to death now. Secondly,

State legislatures, rurally oriented in their thinking, as in Wisconsin,

have little conception of problems of urban communities. Federal aid

is not a handout. It is simply returning a small fraction of the reve-

nues the Federal Government extracts from communities.

The method provided by Title I of the Housing Act of 1949 is about

as minimal as can be regarded as being effective Federal assistance.

Puerto Rico.â��Federal assistance is necessary, at least as much as

that provided under Title I. Also a continued program of low-rent

public housing is necessary.

Portland, Maine.â��Federal financial assistance is necessary and

should continue on the two-thirds-one-third basis as in the Housing

Act of 1949. Assistance should be for spot clearance of dilapidated

structures and for land clearance for public and private facilities

necessary to make older neighborhoods competitive with newer

neighborhoods.

Philadelphia, Pa.â��Federal assistance necessary. Present program

is fair and should continue.

New York City.â��Federal assistance is needed to tap revenue sources

not available to cities. Extensive studies preceded enactment of the

Housing Act of 1949. The formulae arrived at reflect the findings

of economists and public finance experts, as well as the play of politi-

cal forces. Questions whether fresh factfinding or analytical studies

would lead to strikingly different conclusions.

Cincinnati, Ohio.â��The health and well-being of cities, as well as

citizens is a national concern. Where a national problem exists, even

though manifestations are local, it is a proper function of the Federal

Government to adopt measures to meet it. Financial limitations of

cities make it difficult or impossible for most communities to solve their

own slum difficulties without assistance. Federal funds should be

made available to the extent necessary to enable cities to carry out

aggressive programs of slum clearance and urban redevelopment.
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public housing for families that private enterprise cannot economic
ally house when they are removed from the slum dwellings they 
occupy. 

Reginrild R. isaacs, Harvard Graduate School.-Cities have little 
capacity to deal with slum elimination without Federal aid, but they 
do have sufficient strength, with State aid, to deal with slum pre
vention. 

Question 5: Do you consider Federal assistance to be necessary, and 
if so, to what extent, and why ~ 

Milwa:ukee, Wis.-Federal assistance is absolutely necessary for 
slum clearance and urban redevelopment. First, cities generally are 
l1nable to finance such undertakings because of limitations upon their 
source of revenue. Real estate is being taxed to death now. Secondly, 
State legislatures, rurally oriented in their thinking, as in Wisconsin, 
have little conception of problems of urban communities. Federal aid 
is not a handout. It is simply returning a small fraction of the reve
nues the Federal Government extracts from communities. 

The method provided by Title I of the Housing Act of 1949 is about 
as minimal as can be regarded as being effective Federal assistance. 

Puerto Rico.-Federal assistance is necessary, at least as much as 
that provided under Title I. Also a continued program of low-rent 
public housing is necessary. 

Portland, M aine.-F'ederal financial assistance is necessary and 
sllould continue on the two-thirds--one-third basis as in the Housing 
Act of 1949. Assistance should be for spot clearance of dilapidated 
structures and for land clearance for public and private facilities 
necessary to make older neighborhoods competitive with newer 
neighborhoods. 

Philadelphia, Pa.-Federal assistance necessary. Present program 
is fair and should continue. 

New York Oity.-Federal assistance is needed to tap revenue sources 
Jlot available to cities. Extensive studies preceded enactment of the 
Housing Act of 1949. The formulae arrived at reflect the findings 
of economists and public finance experts, as well as the play of politi
cal forces. Questions whether fresh factfinding or analytical studies 
would lead to strikingly different conclusions. 

Oincin'lUlti, Ohio.-The health and well-being of cities, as well as 
citizens is a national concern. Where a national problem exists, even 
though manifestations are local, it is a proper function of the Federal 
Government to adopt measures to meet it. Financial limitations of 
cities make it difficult or impossible for most communities to solve their 
own slum difficulties without assistance. Federal funds should be 
made available to the extent necessary to enable cities to carry out 
aggressive programs of slum clearance and urban redevelopment. 
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Nashville, Tenn.â��Federal assistance is necessary because city tax-

ing ability has been exhausted for public facilities. Provisions of

Title I of the Housing Act of 1949 represent an equitable distribution

of the financial responsibility for slum elimination.

Providence, R. I.â��Federal assistance is imperative. Based on

present estimates, it would take 60 years for the city to clear areas that

are now unrehabilitable slums. With Federal assistance this can be

done within 20 years. If the rate of Federal contributions to local

redevelopment programs is decreased, local dollars will be diverted to

competing capital improvement projects. This indicates the need

for Federal dollars to encourage the municipality to direct more of

its limited funds into housing, rehabilitation, and neighborhood con-

servation measures as well as to maintain its current slum clearance

and low-rent housing programs.

San Francisco, Calif.â��Federal assistance definitely is necessary.

The extent is not now susceptible of exact measurement.

New Orleans, La.â��Federal assistance is necessary for rehabilita-

tion, but not as great as that required for public housing or urban re-

development.

Little Rock, Ark.â��The Federal Government has a responsibility

to the local communities in that the problem of slums is one that

affects the welfare of the entire urban population and secondly, a

large portion of local taxes are paid directly to the Federal Govern-

ment and can be reinvested in the community in this manner. Par-

ticipation of the Federal Government as spelled out in Title I of the

Housing Act of 1949 is sound. It is not the wording or the intent

of the Housing Act of 1949 to restrict Federal help to communities

which can afford to put up actual cash as their share of the cost of

removing slums. Smaller cities and communities which have limited

financial resources could not participate in the program at all.

Kansas City, Mo.â��Slum prevention measures and, to a large extent,

rehabilitation efforts are a matter of local concern and responsibility,

but the enormity of the job of redeveloping blighted areas is too much

to attempt without Federal assistance. Private enterprise has failed

to do the job because of the staggering expense.

Reginald R. Isaacs, Harvard Graduate School.â��Federal aid is nec-

essary in slum clearance, but not generally for conservation.

Question 6: If you consider Federal assistance necessary, in what

manner can it be extended most effectively in order to achieve the

eventual goal of slum elimination and slum prevention ?

Milwaukee, Wis.â��Title I of the Housing Act of 1949 is a good start.

Give it a chance to work and undertake refinements as the program

progresses. Eeduce the delays which can only serve to make the

program more costly.
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N as lvville , Tenn.-Federal assistance is necessary because city tax
ing ability has been exhausted for public facilities. Provisions of 
Title I of the Housing Act of 1949 represent an equitable distribution 
of the financial responsibility for slum elimination. 

Providence, R. I.-Federal assistance is imperative. Based on 
present estimates, it would take 60 years for the city t~ clear areas that 
are now unrehabilitable slums. With Federal assistance this can be 
done within 20 years. If the rate of Federal contributions to local 
redevelopment programs is decreased, local dollars will be diverted to 
competing capital improvement projects. This indicates the need 
for Federal dollars to encourage the municipality to direct more of 
its limited funds into housing, rehabilitation, and neighborllood con
servation measures as well as to maintain its current slum clearance 
and low-rent 110using programs. 

San Francisco, Oolit.-Federal assistance definitely is necessary. 
The extent is not now susceptible of exact measurement. 

New Orleans, La.-Federal assistance is necessary for rehabilita
tion, but not as great as that required for public housing or urban re
development. 

Little Rock, A1·k.-The Federal Government 11RS a responsibility 
to the local communities in that the problem of slums is one that 
affects tIle welfare of the entire urban population and secondly, a 
large portion of local taxes are paid directly to the Federal Govern
ment and can be reinvested in the community in this manner. Par
ticipation of the Federal Government as spelled out in Title I of the 
Housing Act of 1949 is sound. It is not the wording or the intent 
of the Housing Act of 1949 to restrict Federal help to communities 
which can afford to put up actual cash as their share of the cost of 
removing slums. Smaller cities and communities which have limited 
financial resources could not participate in the program at all. 

Kansas Oity, Mo.-Slum prevention measures and, to a large extent, 
rehabilitation efforts are a matter of local concern and responsibility, 
but the enormity of the job of redeveloping blighted areas is too much 
to attempt without Federal assistance. Private enterprise has failed 
to do the job because of the staggering expense. 

Reginald R. Isaacs, Harvard Graduate Sahool.-Federal aid is nec
essary in slum clearance, but not generally for conservation. 

Question 6: If you consider Federal assistance necessary, in what 
manner can it be extended most effectively in order to achieve the 
eventual goal of slum elimination and slum prevention ~ 

Milwaukee, Wis.-Title I of the Housing Act of 1949 is a good start. 
Give it a chance to work and undertake refinements as the program 
progresses. Reduce the delays which can only serve to make the 
program more costly. 
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Puerto Rico.â��Federal aids for local public housing should be

granted solely for the purpose of providing rehousing required for

families displaced from Title I or other slum clearance projects. In

addition, there should be another type of Federal assistance for

families displaced from slum clearance sites who desire and who can

eventually afford home ownership, but who are unable to buy the lowest

cost house now being provided by private enterprise. A careful study

is required before such a program could be established.

Portland, Maine.â��Federal assistance should be extended to com-

munities with competent planning programs, and perhaps in inverse

ratio to the numbers of public housing units available or planned. It

should be extended on the numbers of units in certain categories of

age or substandard conditions, and should be available in lump sums

to give minimum red tape.

Philadelphia, Pa.â��Present administrative procedures are too rigid.

If the program is to be a local one, a budget should be furnished for

approval by the DSCUK. If the work is accomplished within that

budget, no questions should be raised, thereby permitting flexibility

within such a budget. At present, rehabilitation, which is less than

complete rebuilding, is not eligible for Federal subsidy under Title I.

Such work is, however, a necessary part of a good redevelopment

program.

There is no possibility of providing decent housing for low income

families unless (1) there is an adequate public housing program, or

(2) the tempo of new construction is increased to such an extent that

older dwellings become available at sufficiently low rents.

A more favorable FHA mortgage insurance title is necessary to

encourage home construction in redeveloped areas. Establishment

of a Federal guarantee, through FHA, of Redevelopment Authority

bonds issued to cover 90 percent of construction costs would encourage

considerable results.

Cities cannot afford to have block after block continue to exist where

half the houses have been demolished and others stand in various

degrees of repair or maintenance. It is impossible for any process,

other than redevelopment, to assemble these lots into usable parcels.

It is also impossible to acquire property, demolish buildings and

resell the land without a substantial loss unless density is greatly

increased or use changed.

Anyone who feels that large-scale urban redevelopment can be

accomplished in slum areas without substantial subsidies, is denying

economic facts and the patent intent of the Housing Act of 1949.

Chicago, III.â��Ferd Kramer and George H. Dovenmuehle.â��The

New York Life project in Chicago has shown beyond any reasonable

249

APP. 2-SUBCOMMITTEE ON URBAN REDEVELOPMENT 

Puerto Rico.-Federal aids for local public housing should be 
granted solely for the purpose of providing rellousing required for 
iamilies displaced from Title I or other slum clearance projects. In 
addition, there should be another type of Federal assistance for 
families displaced from slum clearance sites Wll0 desire and who can 
eventually afford home ownership, but who are unable to buy the lowest 
cost house now being provided by private enterprise. A careful study 
is required before such a program could be established. 

Portland, M aine.-Federal assistance should be extended to com
munities with competent planning programs, and perhaps in inverse 
ratio to the numbers of public housing units available or planned. It 
should be extended on the numbers of units in certain categories of 
age or substandard conditions, and should be available in lump sums 
to give minimum red tape. 

Philadelphia, Pa.-Present administrative procedures are too rigid. 
If the program is to be a local one, a budget should be furnished for 
approval by the DSCUR. If the work is accomplished within that 
budget, no questions should be raised, thereby permitting flexibility 
within such a budget. At present, rehabilitation, which is less than 
complete rebuilding, is not eligible for Federal subsidy under Title I. 
Such work is, however, a necessary part of a good redevelopment 
program. 

There is no possibility of providing decent housing for low income 
families unless (1) there is an adequate public housing program, or 
(2) the tempo of new construction is increased to such an extent that 
older dwellings become available at sufficiently low rents. 

A more favorable FHA mortgage insurance title is necessary to 
encourage horne construction in redeveloped areas. Establishment 
of a Federal guarantee, through FHA, of Redevelopment Authority 
bonds issued to cover 90 percent of construction costs would encourage 
considerable results. 

Cities cannot afford to have block after block continue to exist where 
half the houses have been demolished and others stand in various 
degrees of repair or maintenance. It is impossible for any process, 
other than redevelopment, to assemble these lots into usable parcels. 
It is also impossible to acquire property, demolish buildings and 
resell the land without a substantial loss unless density is greatly 
increased or use changed. 

Anyone who feels that large-scale urban redevelopment can be 
accomplished in slum areas without substantial subsidies, is denying 
economic facts and the patent intent of the Housing Act of 1949. 

Ohicago, Ill.-Ferd Kramer and George H. Dovenmuehle.-The 
New York Life project in Chicago has shown beyond any reasonable 
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doubt, that redevelopment programs cannot be worked out without

some public housing for relocation purposes.

Cincinnati, Ohio.â��Provisions for financial aid should have suf-

ficient flexibility to permit the development of effective local programs

and allow meeting various local conditions: (1) Loans and grants

for clearance and redevelopment, rehabilitation, or combinations of

slum treatment methods based on needs of individual communities:

(2) stimulation of moderate rental housing by minimization of the

hazards of long term investment during periods of high construction

costs; (3) subsidies or grants for housing the lowest income group;

(4) mortgage insurance guarantees related to specific slum elimina-

tion methods, including financing of redevelopment construction,

rehabilitation and repair financing, and sale and rental financing for

dwellings for displaced families.

Nashville, Tenn.â��Federal assistance could be used more effectively

by a new FHA title which would provide specifically for housing to

serve the lower income groups. There should also be a system of

FHA assistance for rehabilitation of existing buildings through

private ownership, and through Title I of the Housing Act of 1949,

to localities for rehabilitation of existing neighborhoods.

Providence, R. I.â��(1) Recognition at the Federal level that an

adequate, balanced supply of standard new and used housing for

families of all incomes must be maintaind in the interests of the

health, safety, and welfare of the Nation and its people.

(2) The problem of urban housing is a metropolitan problem, and

a comprehensive attack on it requires a metropolitan area-wide

approach.

(3) Never stop seeking to know more about the cause and cure of

urban blight. An essential is a sustained research program in

housing and planning. This research program should be operated

at the Federal level, or competent technological schools should be

encouraged to expand their research programs through Federal

assistance.

(4) Each municipality and metropolitan area which endeavors to

improve and increase its housing supply and to eliminate and prevent

slums in conformance with a sound and accepted general plan should

be assured to a dependable Federal housing policy, consistent Federal

housing administration, and sustained Federal participation in local

housing programs.

As a counterpart to these principles, each locality might be expected

to show evidence that: (a)The locality is participating to the best of

its ability in the development of a plan and housing program for the

metropolitan area; (b) a comprehensive housing program for the

community has been prepared; (c) the general plan for the com-
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doubt, that redevelopment programs cannot be worked out without 
some public housing for relocation purposes. 

Oincinnati, Ohio.-Provisions for financial aid should have suf
ficient flexibility to permit the development of effective local programs 
and allow meeting various local conditions: (1) Loans and grants 
for clearance and redevelopment, rehabilitation, or combinations of 
slum treatment methods based on needs of individual communities: 
(2) stimulation of moderate rental housing by minimization of the 
hazards of long term investment during periods of high construction 
costs; (3) subsidies or grants for housing the lowest income group; 
(4) mortgage insurance guarantees related to specific slum elimina
tion methods, including financing of redevelopment construction, 
rehabilitation and repair financing, and sale and rental financing for 
dwellings for displaced families. 

Nashville, Tenn.-Federal assistance could be used more effectively 
by a new FHA title which would provide specifically for housing to 
serve the lower income groups. There should also be a system of 
FHA. assistance for rehabilitation of existing buildings through 
private ownership, and through Title I of the Housing Act of 1949, 
to localities for rehabilitation of existing neighborhoods. 

Providence, R. 1.-(1) Recognition at the Federal level that an 
adequate, balanced supply of standard new and used housing for 
families of all incomes must be maintaind in the interests of the 
health, safety, and welfare of the Nation and its people. 

(2) The problem of urban housing is a metropolitan problem, and 
a comprehensive attack on it requires a metropolitan· area-wide 
approach. 

(3) Never stop seeking to know more about the cause and cure of 
urban blight. An essential is a sustained research program in 
housing and planning. This research program should be operated 
at the Federal level, or competent technological schools should be 
encouraged to expand their research programs through Federal 
assistance. 

(4) Each municipality and metropolitan area which endeavors to 
improve and increase its housing supply and to eliminate and prevent 
slums in conformance with a sound and accepted general plan should 
be assured to a dependable Federal housing policy, consistent Federal 
housing administration, and sustained Federal participation in local 
llousing programs. 

As a counterpart to these principles, each locality might be expected 
to show evidence that: (a)The locality is participating to the best of 
its ability in the development of a plan and housing program for the 
metropolitan area; (b) a comprehensive housing program for the 
community has been prepared; (c) the general plan for the COID-
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munity is sound and is being utilized and maintained; (d) municipal

expenditures for slum elimination and prevention work are being

made within the framework of a capital improvement program; (e)

an efficient municipal administrative organization is being developed;

(f) neighborhood plans for specific housing areas in need of assistance

are being developed, and the proposed housing improvements are

being scheduled in conformance with the plan.

San Francisco, Calif.â��The present program proceeding under

Title I of the Housing Act of 1949 is considered adequate provided

that further implementation of rehabilitation, conservation and code

enforcement measures are strengthened, and provided further that the

integral and fundamental issue of how families unable to find hous-

ing for rent or purchase without subsidy is firmly joined and affirma-

tively settled.

New Orleans, La.â��Assistance to cities would have to be provided on

a long term credit basis proportionate to the amount the city itself

can and will expend for utilities and streets in direct connection with

housing rehabilitation. A "must" is the liberalization of FHA re-

quirements, primarily in FHA Title I loans. These loans must be

made easier to obtain.

Little Rock, Ark.â��The Housing Act of 1949 represents 15 years of

study of the problem on a nonpartisan basis and is the best method

now available for the use of Federal funds. The administration of

this program is the thing that should receive attention now rather than

a change of program by new legislation.

Kansas City, Mo.â��Federal assistance is needed and to be more

effective should be extended in the following manner:

(1) Public housing is perhaps the most important single phase of

the slum clearance and prevention program. It is the key to the

entire program. Without a place to relocate low-income families the

program is in danger of not getting beyond the planning stage.

Therefore, a continuation of the public housing program is required.

(2) Chief criticism at present concerns the unreasonable delays

in DSCUR in getting definite policy decisions regarding Title I

projects.

Question 7: If you consider Federal assistance unnecessary or un-

desirable, how do you think slum elimination and prevention can be

achieved ?

Milwaukee, Wis.â��No community can undertake a slum clearance

program without Federal aid.

New York City.â��No valid reason why Federal aid is "undesirable".

Some aid is needed to supplement the resources of the cities; there is

no evidence that more than 1 or 2 States would be prepared to give it.

251

APP. 2-SUBCOMMITTEE ON URBAN REDEVELOPMENT 

munity is sound and is being utilized and maintained; (d) municipal 
expenditures for slum elimination and prevention work are being 
made within the framework of a capital improvement program; (e) 
an efficient municipal administrative organization is being developed; 
(f) neighborhood plans for specific housing areas in need of assistance 
are being developed, and tIle proposed housing improvements are 
being scheduled in conformance with the plan. 

San Francisco, Oalil.-The present program proceePing under 
Title I of the Housing Act of 1949 is considered adequate provided 
that further implementation of rehabilitation, conservation and code 
enforcement measures are strengthened, and provided further that the 
integral and fundamental issue of how families unable to find hous
ing for rent or purchase without subsidy is firmly joined and affirma
ti vely settled. 

New Orleans, La.-Assistance to cities would have to be provided on 
n long term credit basis proportionate to the amount the city itself 
can and will expend for utilities and streets in direct connection with 
housing rehabilitation. A "must" is the liberalization of FHA re
quirements, primarily in FHA Title I loans. These loans must be 
made easier to obtain. 

Little Rock, Ark.-The Housing Act of 1949 represents 15 years of 
study of the problem on a nonpartisan basis and is the best method 
now available for the use of Federal funds. The administration of 
this program is the thing that should receive attention now rather than 
a change of program by new legislation. 

Kansas Oity, Mo.-Federal assistance is needed and to be more 
effective should be extended in the following manner: 

(1) Public housing is perhaps the most important single phase of 
the slum clearance and prevention program. It is the key to the 
entire program. Without a place to relocate low-income families the 
program is in danger of not getting beyond the planning stage. 
Therefore, a continuation of the public housing program is required. 

(2) Chief criticism at present concerns the unreasonable delays 
in DSCUR in getting definite policy decisions regarding Title I 
projects. 

Question 7: If you consider Federal assistance unnecessary or un
desirable, 110W do you think slum elimination and prevention can be 
achieved ~ 

Milwaukee, Wis.-No community can undertake a slum clearance 
program without Federal aid. 

New York City.-N 0 valid reason why Federal aid is "undesirable". 
Some aid is needed to supplement the resources of the cities; there is 
no evidence that more than 1 or 2 States would be prepared to give it. 

rlglln 2S1 
III I E~SIT 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Continued and accelerated Federal aid is needed, not only under

Title I of the Housing Act of 1949, but under its other titles too.

Montgomery, Ala.â��Federal assistance should be on a severely lim-

ited basis with economic timing, because further efforts and study

should be given to methods whereby individuals, groups, and private

institutions might be encouraged to do more in this field.

Charlotte, N. C.â��Federal assistance has been overworked in the

past decade. Perhaps Federal help in research and planning, but not

beyond.

Providence, R. I.â��Under the present tax system, the granting of

Federal financial and technical assistance is necessary and desirable.

However, a strong case could be presented for a reorganization of the

tax structure coincident with the administrative reorganization that

would be necessary to make fully effective a metropolitan attack on the

problem of urban slums, blight and replacement housing. But until

such time as the present overlapping, conflicting and confusing non-

Federal jurisdictions are welded into a more efficient structure, it

does not appear advisable to suggest that the Federal Government re-

linquuish its hold on the tax dollar or shift from itself the resultant

responsibility for concern with protecting the health, safety, and

welfare of urban people.

San Francisco, Calif.â��Without Federal assistance it is believed

that leadership and initiative may be lacking to an extent imperiling

the entire program. The bulk of local programs doubtless would be

abandoned. Concepts, techniques, and procedures have been de-

signed which are inoperable without continued central overall re-

sponsibility, objective and technically competent guidance.

Little Rock, Ark.â��Federal assistance is necessary.
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December 3,1953.

Mr. Albert M. Cole,
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Housing Policies and Programs,

Washington, D. C.

Dear Mr. Chairman : We are pleased to submit to you the Final

Report of the Subcommittee on Housing for Low-Income Families,
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Ben H. Wooten
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REPORT OF THE SUBCOMMITTEE ON HOUSING FOR

LOW-INCOME FAMILIES

At the first meeting of our Subcommittee, September 30, 1953, we

defined the scope of our work so that we would have clearly in mind

the problem confronting us. For the purposes of our study and

recommendations, we decided to define low-income families as "those

families who cannot afford to rent or purchase the private housing of

acceptable standards, either new or existing, which is being made avail-

able in their communities." It was apparent to us that no single

dollar income figure would suffice to describe low-income families in

the country as a whole. The national housing problem is a summa-

tion of local conditions which vary from place to place, depending

not only upon the incomes of families but also upon the cost of living,

the condition of the housing supply, and the ability of private enter-

prise to provide standard housing at rents or sales prices families can

afford.

It had been decided by the Executive Committee that the Committee

would limit its consideration to nonfarm families. Our Subcommit-

tee, however, recognizes the seriousness of the problem of adequate

housing for low-income farm families but because it is so tied to farm

production we believe it might better be considered as part of that

process. We are, however, attaching a summary of the various farm

housing programs of the Federal Government (see Exhibit 22).

It was apparent to us at the outset when we planned the work of

our Subcommittee that it would be impossible for us in the time avail-

able to make again the kind of review of the problem of housing for

low-income families that the Congress made during the nearly 5 years

prior to the enactment of the Housing Act of 1949. We have re-

viewed the evidence which the various Congressional Committees

assembled and the various proposals and recommendations made since

that time.

Letters were sent to 76 organizations and 21 Federal and local hous-

ing officials and former housing officials requesting their recommenda-

tions on a program for low-income families (see Exhibits 23 and 24).

In our letters, we requested the various organizations and persons to

"consider the present Government-aided housing program for low-

income families as contained in the Housing Act of 1949, in terms of

its effectiveness, modification, expansion, or curtailment, and any addi-

tional or alternative programs in which you feel the Government
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should participate. Your recommendations will be helpful to the

Subcommittee if they are supported by facts and indicate clearly and

specifically how they will meet the needs of low-income families."

THE PROBLEM OF HOUSING FOR LOW-INCOME FAMILIES

Our Subcommittee did not attempt to make a refined estimate of the

number of low-income families who were living in substandard hous-

ing. Data furnished us indicated that within wide limits of treatment

and assumptions the number of such families is so large as to repre-

sent a serious problem for the foreseeable future. As a point of refer-

ence we also had before us data from the 1950 Census of Housing.

These data showed (see Exhibits 1, 2, and 3) that there were some

11.7 million nonfarm dwellings which were dilapidated or were de-

ficient in plumbing facilities. Of these, 10.6 million were occupied,

with 6.1 million located in urban areas and 4.5 million in rural non-

farm localities.

Although between 1940 and 1950 there was a substantial increase in

the number of nonfarm dwellings with standard facilities, there was

little change in the number of dwellings which had deficiencies at the

beginning of the period. In 1940 there were 21.1 million nonfarm

dwellings which had a private indoor flush toilet; this number had

grown to 30.6 million in 1950. But during this period, the number of

nonfarm dwellings lacking a private flush toilet actually increased

from 8.1 million in 1940 to 8.4 million in 1950. Similarly, nonfarm

dwellings without a private bathtub or shower remained virtually un-

changed ; extreme overcrowding as measured by iy2 or more persons

per room showed a small absolute increase to just over 2 million dwell-

ings in 1950.

Our Subcommittee is particularly conscious of the deplorable hous-

ing conditions of the families of minority groups. In 1950, nearly

70 percent of nonwhite families lived in dwellings which were dilapi-

dated or were deficient in plumbing facilities. This is nearly three

times the proportion of white families living under such conditions.

In 1951, the last year for which data are now available, one-half of

the some 35 million nonfarm families of 2 or more persons had incomes

of less than $3,900 (see Exhibit 5). There were 3.8 million families

with incomes less than $1,500 and 8 million families who had $2,500

or less. It should be noted that income in the year 1951 was the

highest on record to that time.

Our Subcommittee believes that our country which has the highest

standard of living in the world, indeed the highest the world has ever

known, cannot permit a substantial number of its citizens to live in
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filth and squalor, in hovels which health laws for the protection of

our people would not allow for farm animals.

The economic, social, and political structure of our Nation has the

ability, the ingenuity, and the tools to forge a decent standard of

living for all our people. And as President Eisenhower recently said

in New York at the dedication of a public housing development for

low-income families:

Each of us has a very definite part to play in everything that is here because

that is the heart of America. In it we expect to see living happy families,

families who because of their standard of living are our Nation's best weapon

against communism. More eloquent defense against that insidious doctrine

than the most eloquent tongue of any lawyer, preacher, or teacher. A more sure

defense than any battleship or any plane or any gun or any bomb of whatever

kind. That is the kind of thing that will preserve this Nation.

We cannot emphasize too strongly that adequate housing for mi-

nority groups represents one of the most important and most difficult

segments of the entire housing problem. Generally low incomes,

almost universal lack of available sites, frequent lack of mortgage

finance and a tradition of neglect of their market complicate the

housing problems of minorities. Although public housing for low-

income families has improved the quality of shelter available to mi-

nority groups and produced a significant volume of new standard

housing for them, it alone cannot meet the situation. Private en-

terprise, too, needs to join in providing housing facilities open to

minorities. The Federal Government in cooperation with local civic,

government, business, and labor leaders must develop tools and pro-

grams to remove the roadblocks in the way of a solution of this

serious problem.

Our Subcommittee believes that private enterprise should be relied

upon to the maximum extent possible in the solution of the problem

of adequate housing for low-income families. The recommendations

which we are making will, we believe, enable private enterprise to

operate in the low-income field to a greater extent than it has been

able to do thus far. We believe, however, that the public housing

program for low-income families as contained in the Housing Act of

1949, with such changes as we shall recommend, is an essential part

of a program for low-income families and must be continued. It is

the sincere hope of our Subcommittee that over the long term a solu-

tion of the problem of housing for low-income families will be found

both in the ability of private enterprise to reach a lower and lower

income group and by the raising of substandard incomes through

greater productivity of our people. We recognize, however, that

even then there will be a hard core of low-income familiesâ��the

aged, the broken families, the incapacitatedâ��who may represent a
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continuing housing problem for whom public housing assistance may

be needed if they are to live in keeping with our accepted American

standard of living.

Recommendation No. 1:

We recommend amendments to the National Housing Act, admin-

istered by the Federal Housing Administration, to provide for FHA

insurance of notes and mortgages on liberal terms for the rehabili-

tation of sound existing structures; we further recommend that the

necessary provisions be included in such legislation to assure that

unreasonable rental increases will not follow.

We believe that the existing supply of private housing should be

used to the fullest practicable extent to meet the needs of low-income

families. Our recommendation for new FHA legislation to facili-

tate rehabilitation is aimed at a widespread use of existing housing.

It is not limited to urban redevelopment areas nor is it intended par-

ticularly to provide relocation housing for families displaced by slum

clearance operations. The need is so great and the supply of decent

housing within the means of low-income families so short that every

existing structure which is basically sound and for which rehabilita-

tion is feasible economically and community-wide should be fully

utilized to meet part of the need.

It is essential in the rehabilitation of existing structures that rentals

are not increased beyond the means of low-income families living in

them. If this should happen, it would merely accentuate the prob-

lem, not help to solve it. We recognize that owners are entitled to

increased rents on the basis of their additional investment. To the

extent that the new rentals can be afforded by low-income families

rehabilitation will aid in providing standard housing within their

means. In any event, however, we believe that in granting FHA

insurance there must be a protection against unwarranted rental

increases, much as we dislike all forms of control.

There must be insistence on vigorous law enforcement of minimum

health and safety and occupancy standards for housing. The prose-

cution of these laws will require a vast amount of rehabilitation and

of demolition. While law enforcement may increase the supply of

standard housing through forced rehabilitation, its overall effect will

inevitably be to reduce the total supply because of the demolition of

dwellings which it is not feasible to rehabilitate. Moreover, the

enforcement of occupancy standards will require families to move

out of overcrowded dwellings and thus increase the need for additional

housing.

As much as we wish to place reliance upon the use of existing hous-

ing to meet the problem we recognize that rehabilitation in blighted
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ticularly to provide relocation housing for families displaced by slum 
clearance operations. The need is so great and the supply of decent 
housing within the means of low-income families so short that every 
existing structure which is basically sound and for which rehabilita
tion is feasible economically and community-wide should be fully 
utilized to meet part of the need. 

It is essential in the rehabilitation of existing structures that rentals 
are not increased beyond the means of low-income families living in 
them. If this should happen, it would merely accentuate the prob
lem, not help to solve it. We recognize that owners are entitled to 
increased rents on the basis of their additional investment. To the 
extent that the new rentals can be afforded by low-income families 
rehabilitation will aid in providing standard housing within their 
means. In any event, however, we believe that in granting FHA 
insurance there must be a protection against unwarranted rental 
increases, much as we dislike all forms of control. 

There must be insistence on vigorous law enforcement of minimum 
health and safety and occupancy standards for housing. The prose
cution of these laws will require a vast amount of rehabilitation and 
of demolition. . While law enforcement may increase the supply of 
standard housing through forced rehabilitation, its overall effect will 
inevitably be to reduce the total supply because of the demolition of 
dwellings which it is not feasible to rehabilitate. Moreover, the 
enforcement of occupancy standards will require families to move 
out of overcrowded dwellings and thus increase the need for additional 
housing. 

As much as we wish to place reliance upon the use of existing hous
ing to meet the problem we recognize that rehabilitation in blighted 
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areas in and of itself can provide for only a limited segment of the

housing needs of low-income families.

Recommendation No. 2:

We recommend a new section of Title II of the National Housing

Act, administered by the FHA, applicable to new single-family

dwellings which would permit FHA insurance under the following

conditions:

1. The amount of the mortgage shall not exceed $7,600, except

that the Commissioner shall have the power to increase this

to $8,550 in areas where he finds that construction costs

require this amount of mortgage.

2. The mortgage shall not exceed 95 percent of value, bear

interest at the same rate as mortgages under Section 203,

with the FHA insurance premium and any service charge to

be determined.

3. The mortgage may be for a maximum term of 40 years.

4. Monthly payments equal to 10 percent of monthly payments

on interest and principal shall be made to the lender and

held in trust for the maintenance of the property.

5. The estimated total annual housing expense (as defined by

the FHA) shall not exceed 20 percent of the mortgagor's

annual income (as defined by the FHA).

6. In order that these homes may be constructed on an efficient

basis, FHA commitments may be issued for groups of homes

not exceeding a certain number unsold at any time.

7. The term of FHA debentures under this section should be

the same as the unexpired term of the mortgage and should

bear interest at the then current rate on Government bonds.

In addition, we recommend that FNMA, or some similar Govern-

ment-sponsored financial corporation, be placed in readiness with

specified limitations as to aggregate amount for the purpose of the

inauguration and testing of this new program.

In addition to a reliance to the maximum extent possible upon

existing housing, we believe that it is absolutely essential that there

be an expansion of the housing supply for low-income families through

new construction. The growing indications of the feasibility of

large-scale production of low-cost houses are encouraging. Such low-

cost houses offer a possible immediate vehicle for housing families

in the upper end of the low-income group and the lower middle

income families for whom there is presently very little production.

If the production of these houses is further developed, it may well

pioneer private industry's meeting the housing needs of even lower

income families.
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Our objective in making this recommendation is to further private

enterprise's activity in the low-priced housing field and to create a

vehicle through which families of lower incomes can purchase their

own homes. It is a progressive program predicated upon gradually

stepping up the opportunities of subsidized tenants to become home

owners.

Our Subcommittee wants it to be clear that our recommendation

as to the new FHA section above is aimed at the problem of low-

income families generally. We do not view it as a relief, welfare,

or subsidy proposal but entirely as a means of assisting private enter-

prise to meet a greater part of the need. We feel that it might be

possible through this device for private enterprise to serve low-income

families who are presently in the "no man's land" between private

and public housing, who become ineligible to remain in public housing

through increased income, and even to serve a substantial number of

families who would otherwise be eligible to remain in public housing.

Although we have recommended extending the term of mortgage

to 40 years, we have recommended that a down payment of at least

5 percent be required. It is our belief that at least a small down

payment should be required so that the borrower has some equity in

the property and will thus have an increased responsibility toward

the property and toward the obligation he is incurring.

Our recommendations are intended to make home ownership easier

for a lower-income group. We believe, however, that it is particu-

larly important that these lower-income families are not encouraged to

buy beyond their means. We have therefore provided that the esti-

mated total monthly housing expense shall not exceed 20 percent of

the borrower's income. This is not only a protection to the borrower

but also to the lender in a transaction with such liberal credit terms.

We do not believe that necessary FHA minimum standards ap-

plicable under Section 203 should be lowered to reach the lower-priced

market. In fact, we oppose the lowering of standards which would

affect the soundness of the structure or the neighborhood environment

because we would simply be recreating the problems we are now

struggling to solve. Since we are recommending a term of 40 years

it is obvious that only high quality materials and workmanship should

go into these houses and that every encouragement should be given to

their proper maintenance. We have, in fact, provided for the ac-

cumulation of a fund to be available for maintenance.

In recommending that a Government-sponsored financial corpora-

tion be placed in readiness to assist in this program we recognize that

private enterprise is understandably slow to take advantage of un-

tried financing methods, yet it always responds when practicability

and sureness of payment have been proven.
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Recommendation No. 3:

We recommend continuation of the public housing program for

low-income families as contained in the Housing Act of 1949 with

such legislative and administrative changes as we shall propose

below as an essential part of the overall housing program of the

Federal Government. It is understood that the number of units to

be contracted for during any particular period is a matter for

Administration recommendation and Congressional action.

After an exploration of such alternatives as were proposed to our

Subcommittee and our own review of the existing program, we are

convinced that the program of public housing for low-income fami-

lies as contained in the Housing Act of 1949 should be continued.

The Congress authorized under the provisions of that Act a program

of 810,000 dwelling units for low-income families to be made avail-

able at the rate of 135,000 dwelling units per year for 6 years. In

1950, after the outbreak of hostilities in Korea, the President reduced

the rate to 75,000 units per year. In 1951, through the Independent

Offices Appropriation Act and without amending the Housing Act

of 1949, the Congress reduced the program to 50,000 units for that

year; in 1952 to 35,000; and in 1953 to 20,000 units out of existing

authorizations. Thus, by June 30, 1954, just about 200,000 units of

the 810,000-unit authorization in the basic law, or around one-fourth,

will have been completed or under construction.

We believe that one of the important reasons for continuing the

public housing program for low-income families is to provide relo-

cation housing for families displaced through urban redevelopment,

rehabilitation, and law enforcement programs. Official data pre-

sented by the Housing and Home Finance Agency to the Subcom-

mittee on Urban Redevelopment, Rehabilitation, and Conservation

show that just about one-half of the families displaced by redevelop-

ment operations under Title I in the continental United States are

eligible for public housing under existing income limits for admis-

sion. The problem of relocation is particularly difficult for minority

groups. While about 45 percent of displaced white families are

eligible for public housing, over 55 percent of displaced minority

group families are within the public housing income limits.

RENT CERTIFICATES

The only alternative to public housing presented to our Subcom-

mittee was a "rent certificate" plan or some variation thereof. Over

the long history of considering housing legislation the Congress was

on many occasions asked to consider a "rent certificate" plan. A

general description of the plan and the legislative history of such
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proposals is found in Exhibit 21. From 1936 to 1949 a number of

witnesses appeared before Congressional Committees advocating

"rent certificates" as a substitute for the construction of public hous-

ing for low-income families. The record shows that there was no

favorable action on this plan by any Committee or by either the

House or Senate.

Our Subcommittee realizes that because a proposal has been rejected

in the past is no reason why it should not be considered in the light of

current conditions. Our examination shows, however, that the pro-

posals we have received do not contain any changes which would make

them any more acceptable than those which were rejected in the past.

Nor do we believe that present conditions of the economy or of the

housing market make "rent certificates" any more desirable or accept-

able as a solution of the problem of housing for low-income families.

We believe that we should point out in this report some of the more

conspicuous changes in the original "rent certificate" plans which

were proposed to us.

It was proposed that needy families "temporarily unable to pay

economic rents for minimum safe and sanitary housing, be assisted by

local charity and the municipality through endorsement of notes

which such families would give for portions or all of their rent which,

for adequate and ascertainable reasons, they cannot currently meet.

* * * As our housing supply grows in relation to our population, and

as older properties are being modernized, it is becoming easier for

families of small means to rent adequate quarters. It is necessary,

however, that some provision be made for those emergencies, due to ill-

ness, unemployment or disability which are temporary and which

make it difficult for families at times to pay their rent. This sug-

gestion is intended to meet that temporary need."

Another variation of the "rent certificate" plan proposed to our

Subcommittee involved 100 percent direct loans by the Federal Gov-

ernment to private builders. "For a long period of years, all units

constructed under this plan shall remain under control of Government

and be made available for occupancy of needy families, ultimately to

be turned back to the project owner, as and when the need for such

units for needy family occupancy diminishes or ceases, but in no event

longer than an agreed term of years (perhaps 25 to 30 years)." A fair

rental value would be established and "the difference between normal

rental and the rent the tenant is able to contribute, to be provided by

existing relief agencies in the form of rent certificates."

At the expiration of 25 to 30 years, the housing development is to

belong free and clear to the original developer or his estate. "It is this

plan of future estate building that will create the necessary incentive

to provide almost numberless needy family housing units." During
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the period of operation it is proposed that a modest management fee

be paid the private developer and that if and when surplus reaches

an "unnecessary" total that a reasonable part may be used to anticipate

principal payments or, it might be used to reduce tenants' payments or

relief contributions or, a part of the surplus "might be paid to the

builder as a bonus for good management, thus creating incentive to

encourage large volume construction under the plan."

In an illustrative example attached to this plan it was estimated

that the capital cost of a two-bedroom unit would be $12,000 (with no

profit to the builder) and that rents would be $85 per month with "the

tenant to pay for own fuel, gas and electricity."

One of our principal objections to the "rent certificate" plan is that

it would create a "dole" for housing. Every responsible social service

agency has opposed it on this and other grounds. (See Exhibit 21.)

We have always, to the greatest extent possible, avoided a "dole" in

this country as being degrading to the individual. Money invested

in public housing, on the other hand, adds permanent wealth to the

community and to the Nation which can be liquidated and the invest-

ment recaptured when the need disappears.

A "rent certificate" plan would cause a vast number of families to

go on relief despite the fact that it is only decent housing that they

cannot obtain for themselves.

Another objection is that "rent certificates" will not add to the hous-

ing supply. Even if they could be used only for standard housing, as

some of its advocates now urge, we cannot see any expansion of the

supply of decent housing on a tenuous expectation that a rent subsidy

will be forthcoming and continued from year to year until the invest-

ment is amortized.

Furthermore, there is no way of limiting the application of a "rent

certificate" plan and its aggregate cost would be far greater than the

public housing program contained in the Housing Act of 1949. For

its proper administrationâ��inspection of dwellings, adjudications of

disputes between landlords and tenants, certification of reasonable

rents, the continuous selection and constant checking upon a vast

number of tenantsâ��there would be required such a tremendous organ-

ization that the program would fall of its own weight.

Some of its proponents have advocated that a "rent certificate" plan

be conditioned upon the enactment and enforcement of local building,

health and sanitation laws. Since such laws must be uniformly

applied, the problem arises as to what is to be done about the low-

income owner-occupants of substandard housing who cannot afford

the rehabilitation required. It would probably be necessary to provide

some equivalent of a "rent certificate" for low-income owners to enable

them to repair their properties. In this case, the owners would be
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receiving a subsidy toward the building up of an equity which they

could dispose of for cash.

Finally, we doubt if private enterprise would be willing to under-

take such a program on a large scale with the vast amount of restric-

tions, investigations, and checking which would be necessary in its

administration in the public interest.

CAPITAL GRANTS

While not an alternative to the public housing program for low-

income families, it was recommended to our Subcommittee that we

should consider the possibility of "capital grants" as a substitute for

the "annual contributions" method of assistance contained in the pres-

ent law. For a description of how the present program operates, see

Exhibit 17. It should be pointed out that a form of capital grant is

already provided, as an alternative to annual contributions, in the

original Housing Act of 1937 (Sec. 11). This method has never been

used because of its impracticability .

The advantages claimed by proponents of a capital grant system

is that it would cost less and that the Congress would not have to

commit future Congresses to annual contributions. We do not believe

that this contention is valid nor that the capital grant system as an

alternative method would be desirable. We are particularly of this

opinion in the light of our Kecommendation No. 4 below in which we

are proposing an amendment to the existing law which would make the

public housing program for low-income families possible of self-liqui-

dation over a period of years.

There is no possibility of recovery on an outright capital grant. On

the other hand, under the annual contributions method only enough

is paid each year to make up the difference between operating expenses,

including interest and repayment of principal, and what low-income

families can afford to pay. As the incomes of residents in public

housing rise they are charged a greater rent and the cost to the Federal

Government of annual contributions declines proportionately. Al-

though it is estimated that the proportion paid by the Federal Govern-

ment will increase in the future, the fact is that over the past thirteen

years the Government has paid in contributions only about 44 percent

of debt service. To the extent that annual contributions are less than

debt service, if for no other reason, this method is less expensive than

an outright capital grant system.

It has been suggested that it might be possible to provide in a capital

grant system that any net revenue or proceeds from a possible sale of

the development would be returned to the Federal and local govern-

ments in proportion to their contributions. This procedure would

eliminate one of the principal claims for economy for a capital grant

264

PRESIDENT'S ADVISORY COMMITTEE ON HOUSING 

receiving a subsidy toward the building up of an equity which they 
could dispose of for cash. 

Finally, we doubt if private enterprise would be willing to under
take such a program on a large scale with the vast amount of restric
tions, investigations, and checking which would be necessary in its 
administration in the public interest. 

CAPITAL GRANTS 

While not an alternative to the public housing program for low
income families, it was recommended to our Subcommittee that we 
should consider the possibility of "capital grants" as a substitute for 
the "annual contributions" method of assistance contained in the pres
ent law. For a description of how the present program operates, see 
Exhibit 17. It should be pointed out that a form of capital grant is 
already provided, as an alternative to annual contributions, in the 
original Housing Act of 1937 (Sec. 11). This method has never been 
used because of its impracticability. 

The advantages claimed by proponents of a capital grant system 
is that it would cost less and that the Congress would not have to 
commit future Congresses to annual contributions. We do not believe 
that this contention is valid nor that the capital grant system as an 
alternative method would be desirable. We are particularly of this 
opinion in the light of our Recommendation No.4 below in which we 
are proposing an amendment to the existing law which would make the 
public housing program for low-income families possible of self-liqui
dation over a period of years. 

There is no possibility of recovery on an outright capital grant. On 
the other hand, under the annual contributions method only enough 
is paid each year to make up the difference between operating expenses, 
including interest and repayment of principal, and what low-income 
families can afford to pay. As the incomes of residents in public 
housing rise they are charged a greater rent and the cost to the Federal 
Government of annual contributions declines proportionately. Al
though it is estimated that the proportion paid by the Federal Govern
ment will increase in the future, the fact is that over the past thirteen 
years the Government has paid in contributions only about 44 percent 
of debt service. To the extent that annual contributions are less than 
debt service, if for no other reason, this method is less expensive than 
an outright capital grant system. 

It has been suggested that it might be possible to provide in a capital 
grant system that any net revenue or proceeds from a possible sale of 
the development would be returned to the Federal and local govern
nlents in proportion to their contributions. This procedure would 
eliminate one of the principal claims for economy for a capital grant 
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system, since there would have to be continued administrative control

on the part of the Federal Government. Recovery of net income on

the modified capital grant basis would require the same amount of

administrative control as under the annual contributions system and

would be infinitely more difficult to achieve.

As to the contention that capital grants would relieve the Congress

of future commitments, we believe that this would merely change the

form of the commitment and make it more expensive.

If the Federal Government gave a capital grant it would have to

finance the cost through issuance of its own bonds on which it would

have to continue debt service at a fixed amount over the life of the

debt. Thus, the Congress, even in a capital grant system, would com-

mit future Congresses to appropriate funds to service the debt.

We cannot see the possibility of paying for capital grants out of

current revenues for if Government receipts should exceed expendi-

tures, the surplus ought to be applied to reduce the present outstand-

ing debt. Public housing for low-income families is a long-term

investment. Its use will extend over many years in the future. Many

different families will live in the housing. By any test of equitable

consideration the cost of the housing should be distributed over the

time it is being used in the public interest to house low-income families

rather than be imposed upon the taxpayer at the time the housing is

constructed.

Finally, we do not believe that the public debt should be increased

through the issuance of Federal obligations to finance capital cost.

LEGISLATIVE RECOMMENDATIONS

Recommendation No. 4:

We recommend that in order to make public housing for low-in-

come families possible of self-liquidation the present law be amended

to provide that after the capital cost of the housing has been amor-

tized by the local housing authorities and the Federal annual con-

tributions cease, any net revenue from the housing or the proceeds

of any sale be returned to the Federal Government and the local

communities in proportion to their respective contributions; no new

debt, except for necessary expenditures on the property, would be

permitted and rents would continue to be related to the income of

the residents. We recognize the sanctity of contracts already

entered into, but we recommend that through negotiations an

attempt be made to reach mutual agreements whereby this same

principle of repayment could be applied to public housing already

under contract.
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on the part of the Federal Government. Recovery of net income on 
the modified capital grant basis would require the same amount of 
administrative control as under the annual contributions system and 
,vould be infinitely more difficult to achieve. 

As to the contention that capital grants ,yould relieve tIle Congress 
of future commitments, we believe that this would merely change the 
form of the commitment and make it more expensive. 

If the Federal Government gave a capital grant it would have to 
finance the cost throngll issuance of its o,vn bonds on which it would 
have to continue debt service at a fixed UlTIOunt over the life of the 
debt. Thus, tIle Congress, even in a capital grant system, would com
mit future Congresses to appropriate funds to service the debt. 

We cannot see the possibility of paying for capital grants out of 
current revenues for if Government receipts should exceed expendi
tures, the surplus ought to be applied to reduce the present outstand
ing debt. Public housing for low-income families is a long-term 
investment. Its use will extend over many years in the future. Many 
different families will live in the llousing. By any test of equitable 
consideration the cost of the housing should be distributed over the 
time it is being used in the public interest to house low-income families 
rather than be imposed upon the taxpayer at the time the housing is 
constructed. 

Finally, 've do not believe that the public debt sIlould be increased 
through the issuance of Federal obligations to finance capital cost. 

LEGISLATIVE RECOMMENDATIONS 

Recommendation No.4: 

~ e recommend that in order to make public housing for low-in
come families possible of self-liquidation the present law be amended 
to provide that after the capital cost of the housing has been amor
tized by the local housing authorities and the Federal annual con
tributions cease, any net revenue from the housing or the proceeds 
of any sale be returned to the Federal Government and the local 
communities in proportion to their respective contributions; no new 
debt, except for necessary expenditures on the property, would be 
permitted and rents would continue to be related to the income of 
the residents. We recognize the sanctity of contracts already 
entered into, but we recommend that through negotiations an 
attempt be made to reach mutual agreements whereby this same 
principle of repayment could be applied to public housing already 
under contract. 

rlglln 
265 

III I E~SIT 



PRESIDENTS ADVISORY COMMITTEE ON HOUSING

The present law provides that when the bonds issued to finance the

capital cost of public housing have been paid off and the Federal

annual contributions cease, the housing is retained free and clear by

the local housing authorities. We believe, however, that this housing

should be self-liquidating and that after 40 years the contributions

made by the Federal Government and those made by the localities

through partial tax exemption should be returned to the fullest extent

possible.

The useful life of this well-constructed housing, well maintained

as it should be, will extend far beyond the 40 years' life of the bonds.

There is no reason why the housing should not have a useful life of

80 or more years. Even at the end of its useful life there will be

salvage in its materials and a very substantial worth to the land.

If there were no need after 40 years to continue the housing for low-

income families, it would be sold, and the repayment to the Federal

and local governments of their investments would be accomplished

more promptly.

We are here recommending a completely new approach to public

housing with a new provision of the law that will make possible an

eventual liquidation of Federal and local investments. After 40

years the local authorities will begin to pay back to the Federal and

local governments, in proportion to their contributions over the pe-

riod, any net revenues derived from operations or any proceeds of

sale. Our amendment would prohibit any new debt against the hous-

ing after 40 years and would require that rentals continue to be

related to the incomes of the residents, or if there is no continuing

need for public housing for low-income families the housing should

be sold promptly.

Recommendation No. 5:

We recommend the Housing Act of 1949 be amended to provide

that as a condition of extending assistance to localities for public

housing for low-income families there must be a showing by the

local community that there is a program under way to improve the

existing private housing supply through enforcement of building,

health, and sanitary laws.

Our subcommittee believes that the Federal Government should not

assist in the provision of public housing for low-income families

except as a part of a larger program for the general improvement of

housing in the community. We believe it is imperative for every

means to be fully utilized to rid our cities of slums and blight and to

provide good housing in a suitable living environment at rents or sales

prices our families can afford.
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The present law provides that when the bonds issued to finance the 
capital cost of public housing have been paid off and the Federal 
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It should be noted that our proposed amendment would provide

an additional incentive for the general improvement of slum and

blighted areas in localities which do not have an urban redevelop-

ment program under Title I of the Housing Act of 1949 but wish to

undertake a public housing program for low-income families.

Recommendation No. 6:

We recommend that the preferences for otherwise eligible families

displaced from slum clearance or urban redevelopment areas con-

tained in the Housing Act of 1949 be extended to eligible families

displaced by other public undertakings which result in the demoli-

tion of dwellings, such as new highways, bridge approaches, street

widenings, the demolition of temporary war housing, or condemna-

tion through local health or sanitary laws.

We believe that this amendment will bring a closer coordination

between public housing for low-income families and a program of

general civic improvement. We think that the present preferences

are too narrow, restricted as they are effectively to programs under

or similar to Title I. There are many other public activities such as

those mentioned above which cause families to be forcibly displaced.

In particular we believe that if there is going to be a large-scale law

enforcement program, resulting in the closing or condemnation of

substandard dwellings, the rehousing of families living in them must

be facilitated.

Our amendment would give flexibility to local housing authorities

in the establishment of preferences at any given time. This would

permit the giving of a preference for a particular local activity under

way at the moment and terminating the preference when it is no longer

needed. We would permit local housing authorities to reserve a given

number of public housing units for the rehousing of families displaced

from the site of a specific project.

Preferences for families of veterans and servicemen contained in the

present law would be retained as a first preference within any prefer-

ence groups which are established.

Recommendation No. 7:

We recommend that the Housing Act of 1949 be amended to

provide:

1. that the present authorized payments in lieu of taxes at 10

percent of shelter rents be made mandatory, provided that

the local contribution through tax exemption must be at

least 20 percent of the Federal contribution, or
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2. that where State laws permit and localities so desire, public

housing for low-income families may be subject to full taxes

provided that the locality agrees to pay in cash the difference

between full taxes and 10 percent of the shelter rents, so

long as there is a Federal annual contribution, and

3. that where the local contribution is through tax exemption

the amount of the full taxes which would have been levied if

the housing were privately owned and the payments in lieu

of taxes received be made a matter of public record.

It was the intent of the Housing Act of 1949, as well as the earlier

United States Housing Act of 1937, that the public housing program

for low-income families be a joint program of the Federal and local

governments. In this joint program it was properly provided that

the public housing be exempt from local taxation, as are all other

properties used for a public purpose, but that a reasonable payment

be made for municipal services. After much study the Congress pro-

vided in the Housing Act of 1949 that the local authorities should

pay 10 percent of the shelter rents as a payment in lieu of taxes to the

locality. (See Exhibit 17.)

It has been recommended to our Subcommittee that this formula be

changed to provide that full taxes be paid and that a remission of

the taxes be made through appropriations of the local communities.

It was also recommended that should the present formula be con-

tinued, the payment and the local contribution both be made certain

and definite and understandable.

Our Subcommittee has devoted considerable time to the recom-

mendations on taxes and believes that our proposals satisfy the objec-

tives of those concerned about this phase of the program.

First, we believe that our Recommendation No. 4 above meets one

of the principal objectives since the local community will ultimately

be paid back, insofar as possible, the contribution which it has made

through partial tax exemption.

Second, there was a question raised before our Subcommittee con-

cerning the obligation of the local housing authority to make pay-

ments in lieu of taxes. We have met this question through our amend-

ment making such payments mandatory.

Third, we have provided in our amendment for a choice to the lo-

cality either to continue the present system of contributions through

partial tax exemption or to require the payments of full taxes provided

that the locality agrees to appropriate to the local housing authority an

amount equal to the difference between full taxes and 10 percent of

the shelter rents.
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Finally, we have provided that if the locality chooses the method of

making its contributions through partial tax exemption that the

amount of full taxes which would have been levied if the housing

were privately owned and the payments in lieu of taxes received be

made a matter of public record. This, we believe, meets the objective

of making the amount of the local contribution certain and known.

ADMINISTRATIVE CHANGES

We have received many recommendations for the improvement of

the present program, for the elimination of alleged weaknesses and

abuses, and for carrying out the original intent of the Housing Act

of 1937, as amended in 1949. Most of these recommendations do not

require changes in the law but are purely matters of administration.

The present Commissioner of the Public Housing Administration is

cognizant of the situation and has informed our Subcommittee that

he is taking, and will take any further, necessary steps.

Recommendation No. 8:

We recommend the use, where feasible, of existing sound structures,

â� with rehabilitation if necessary, instead of relying solely upon new

construction.

We believe that wherever possible there should be full use of re-

habilitated existing sound structures for public housing for low-in-

come families. This has always been possible under the existing law

but the provision has not been utilized. Our Subcommittee believes

that where it is economically feasible to rehabilitate sound existing

structures and where their use fits where necessary into an overall

plan for neighborhood improvement and conservation that rehabili-

tation should be considered before any new construction is authorized.

Recommendation No. 9:

We recommend that, wherever feasible, public housing should be

built at lower densities.

Our Subcommittee received complaints that densities of public hous-

ing developments are too high. Where housing was developed on

slum sites the densities sometimes were increased two-fold. The

principal reason for this is the high cost of slum sites and the desire

to keep unit costs within reasonable bounds. We believe, however,

that it is short-sighted economy to make savings in site cost at the

expense of developing crowded and congested projects which are not

too well accepted in some localities.

One of the methods of lowering densities of public housing would

be to make sites available through Title I where there is a write-down

in cost to the use-value of the site. We believe that it was fully in-
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tended in the Housing Act of 1949 that some urban redevelopment

sites be made available for public housing for low-income families.

We believe that in any event the densities of public housing develop-

ments should be reduced. The Public Housing Administration should

keep a separate record of slum clearance cost and show it as a lump

sum for the project and not try to prorate it as part of the cost of

dwelling units.

Recommendation No. 10:

We recommend that public housing developments be smaller and

that possibly scattered sites be used for individual dwellings.

Many developments in the existing program are entirely too large.

We recognize that this is due in part to an attempt to establish a decent

neighborhood for developments set down in slum areas and surrounded

by substandard housing. Another reason advanced for large develop-

ments is economies in construction and management although this has

never been clearly demonstrated.

It is our belief that smaller developments and even scattered dwell-

ings would be much better for the localities and for the residents.

It was recommended to our Subcommittee that public housing proj-

ects be designed so that the dwellings could eventually be sold to

families who become ineligible for continued occupancy. While we

believe that future projects should be designed so that they could be

sold if they are no longer needed for low-income families we do not

believe in a general sales program to families who become ineligible.

We are in sympathy with the general objectives of the proponents

of this proposal in that we believe that they have a genuine desire

to permit families to remain in their dwellings if they should wish to

do so, even if their incomes increase beyond the limits for continued

occupancy. We believe, however, that this problem should be met

through our Recommendations No. 1 and No. 2 for the expansion of

private enterprise both through rehabilitation of sound existing struc-

tures and the construction of new housing. We believe that addi-

tional standard housing is the answer to this problem and we should

not dispose of any of the limited supply of public housing for low-

income families as long as it is needed. If there is a continuing need

and a unit is sold it merely means that another public housing unit

would have to be constructed.

Recommendation No. 11:

We recommend that design of developments conform more closely

to local dwelling patterns and construction practices.

It has been brought to the attention of our Subcommittee that all

too often, public housing developments are completely different from
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the type of dwellings customarily built in a locality, are lacking in

domestic scale and design, and use of materials, and thus stick out

in their neighborhoods as 'projects" rather than homes.

Single-family homes have been consistently refused approval and

even twin houses have been turned down in most cases. Single story

houses have also been discouraged although in many localities they

are the customary type of dwelling. Density requirements have not

permitted giving families in smaller localities the land which they

are accustomed to have for gardening and family use.

We recognize that the requirements which have been imposed were

largely an attempt to hold capital costs to a minimum. We believe,

however, that the use of types of construction familiar in a locality

may well offset other increases. Moreover, we believe it is certainly

arguable that the changes advocated would result in the residents

being able to assume greater responsibility for the maintenance of

their homes and thus reduce operating costs and consequently annual

contributions of the Federal Government.

Project design, construction methods, and materials have sometimes

been employed which are not usual in other local dwelling construc-

tion. We believe that if these conformed more to local practices it

would be possible for local authorities to secure bids not only from

the larger private construction companies as at present but also from

private operative homebuilders who do not now bid generally on

public housing developments.

We believe, furthermore, that there should be a full exploration of

the possibilities of using mass-produced houses for public housing

developments.

Recommendation No. 12:

We recommend that more attention be paid to the problems of the

aged, both in the design and size of dwellings.

Our Subcommittee is impressed by the information given us on the

particularly difficult plight of the aged in finding adequate housing

within their reduced means. Data for 1951 (see Exhibit 5) show

that one-half of the 3 million urban families and a similar proportion

of the 1 million rural nonfarm families with the head of the family

65 years or more had incomes of less than $2,629 and $1,307, respec-

tively. For families of all ages, half of the urban families had in-

comes less than $4,071 and half of the rural nonfarm families had

less than $3,365. For aged individuals living alone, or with others

who were not related, half in urban areas had incomes of less than

$711 and half in rural nonfarm places had less than $478 incomes.

The aged are becoming an increasingly more significant part of

the population as medical science has found the means of keeping
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more persons healthy to an advanced age. Since earning power is

greatly reduced and more reliance has to be placed on old-age pensions,

the older families are becoming a far larger part of the problem.

It is generally recognized that the public housing program for

low-income families is particularly important for children in their

formative years. For this reason, local housing authorities have

paid particular attention to the provision of housing for families with

children, and have taken care to provide units for relatively large

families.

Our Subcommittee recognizes the need of decent housing for fam-

ilies with children. We believe, however, that greater attention

must be paid, both in the design and size of dwellings, for the aged

whose housing needs are also acute.

Recommendation No. 13:

We recommend that the present method of financing the capital cost

of public housing with funds from private investors be retained.

It has been recommended to us that it might be more desirable for

the capital cost of public housing for low-income families to be

financed by the U. S. Treasury either through direct loans or the

purchase of local housing authority obligations.

"We believe that it was a sound intent of the Housing Act of 1949

to encourage the full participation of private investors in the financ-

ing of public housing for low-income families. We believe it is a

basic principle to rely upon private enterprise to the greatest possible

extent in all undertakings.

It was also recommended to us that the present Federal income

tax exemption of local housing authority obligations be removed.

Our Subcommittee is strongly of the opinion that the question of tax

exemption of these particular bonds cannot and should not be divorced

from a consideration of the tax exemption of other obligations of

the States and municipalities and other public bodies generally.

One of the arguments advanced for the removal of tax exemption

from local housing authority obligations is that the tax exemption

feature attracts investment funds which otherwise would go into

financing private construction. Our Subcommittee finds no validity

in this claim. The funds which go into tax exempt securities, be they

local housing authority issues or those of other local political sub-

divisions, generally would not be available for mortgage financing of

private housing. If local housing authority securities were not avail-

able, such investment funds would be put into the many other issues

of local public bodies.

272

PRESIDENT'S ADVISORY COMMITfEE ON HOUSING 

more persons healthy to an advanced age. Since eaming power is 
greatly reduced and more reliance l1R8 to be placed on old-age pensions, 
the older families are becoming a far larger part of the problem. 

It is generally recognized that the public housing program for 
low-income families is particularly important for children in their 
formative years. For this reason, local housing authorities have 
paid particular attention to the provision of housing for families with 
children, and have taken care to provide units for relatively large 
families. 

Our Subcommittee recognizes the need of decent housing for fam
ilies with children. We believe, however, that greater attention 
must be paid, both in the design and size of dwellings, for the aged 
whose housing needs are also acute. 

Recommendation No. 13: 

We recommend that the present method of financing the capital cost 

of public housing with funds from private investors be retained. 

It has been recommended to us that it might be more desirable for 
the capital cost of public housing for low-income families to be 
financed by the U. S. Treasury either through direct loans or the 
purchase of local housing authority obligations. 

We believe that it was a sound intent of the Housing Act of 1949 
to encourage the full participation of private investors in the financ
ing of public housing for low-income families. We believe it is a 
basic principle to rely upon private enterprise to the greatest possible 
extent in all undertakings. 

It was also recommended to us that the present Federal income 
tax exemption of local housing authority obligations be removed. 
Our Subcommittee is strongly of the opinion that the question of tax 
exemption of these particular bonds cannot and should not be divorced 
from a consideration of the tax exemption of other obligations of 
the States and municipalities and other public bodies generally. 

One of the arguments advanced for the removal of tax exemption 
from local housing authority obligations is that the tax exemption 
feature attracts investment funds which otherwise would go into 
financing private construction. Our Subcommittee finds no validity 
in this claim. The funds which go into tax exempt securities, be they 
local housing authority issues or those of other local political sub
divisions, generally would not be available for mortgage financing of 
private housing. If local housing authority securities were not avail
a~le, such investment funds would be put into the many other issues 
of local public bodies. 

272 



APP. 3â��SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES

Recommendation No. 14:

We recommend a tightening of administrative practices to prevent

the promotion of public housing in localities by Federal employees.

The Federal statute, in recognition of the sound principle that

there should be local determination of the need for public housing for

low-income families, now provides that the Federal Government may

not give financial assistance "unless the local governing body of the

locality involved has by resolution approved the application of the

public housing agency for such preliminary loan" and "unless the

governing body of the locality involved has entered into an agreement

with the public housing agency providing for the local cooperation

required by the Authority pursuant to this Act." Thus, it is impos-

sible under the present statute for a local housing authority to proceed

with a public housing program for low-income families unless it has

the approval of the local governing body of its locality.

Even though the program has to be approved by the local govern-

ing body, we do not believe that employees of the Public Housing

Administration should attempt to promote the program. We do

believe, however, it is not only entirely proper but the duty of any

public agency, Federal or local, to inform the public of the program

which it is administering, how it operates and what its purposes are.

We also think that it is proper, and often necessary, for Federal of-

ficials to visit localities at the request of the local government to ex-

plain the operations of their program in relation to local conditions.

It was recommended to our Subcommittee that the present Federal

law be amended to require a local referendum before a public housing

program can be undertaken in a community. We have given serious

consideration to this proposal and have reviewed the legislative his-

tory on requirements for local referenda both in the Federal and

State laws (see Exhibit 19).

As a result of our investigation and considerations we recommend

no change in the Federal law in this regard. We believe that a re-

quirement in the Federal law for a local referendum would be a clear

violation of the rights of States and localities to determine what lim-

itations, if any, they might wish to establish on their representative

form of government and to operate their own programs as they desire.

It is entirely possible now for any locality to have a referendum on

public housing if it wishes. We do not believe that it should be made

mandatory that a locality have a referendum if it prefers to operate

through its elected representatives on the City Council. This recom-

mendation is entirely without regard to the question of public housing

but represents to us a clear principle of the rights of States and lo-
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calities to carry on their government in the way that they, in their own

localities, believe that it should be conducted.

LANHAM ACT HOUSING

The Executive Committee assigned to our Subcommittee the matter

of disposition of war housing constructed by the Federal Government

under the Lanham Act. We were aware that the recommendations

being considered by the Subcommittee on Organization would affect

the disposition program. We were also informed by the Public Hous-

ing Administration that there were no immediately necessary legis-

lative changes but that certain desirable administrative changes were

being made. In view of these circumstances our Subcommittee is

making no recommendations with respect to the disposition of Lan-

ham Act war housing.
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ATTACHMENT TO REPORT OF THE SUBCOMMITTEE ON

HOUSING FOR LOW-INCOME FAMILIES (APPENDIX 3)

The Advisory Committee, in adopting the Report of the Subcom-

mittee on Housing for Low-Income Families, took the following

actions on the Subcommittee's recommendations. None of the changes

which were made by the Advisory Committee were incorporated by

the Subcommittee into its Report.

Recommendation No. 1: Accepted.

Recommendation No. 2: Not accepted.

Recommendation No. 3: Accepted with changes as follows:

We recommend that pending demonstrated progress towards the

achievement of the objectives of the full comprehensive program

proposed by the Committee, including the expansion of the mort-

gage insurance program of the Federal Housing Administration to

extend home ownership to more and more families in all income

levels, particularly among the low-income families and minority

groups, and also encouragement and assistance to private enterprise

to construct low-rent housing for lower income families with assist-

ance of FHA, and pending the demonstrated progress towards the

achievement of the objectives of a vast and aggressive program of

slum clearance to be carried out by the communities of the Nation

with the aid of Federal loans, grants, and mortgage loan insurance,

the Public Housing Program for low-income families as contained

in the Housing Act of 1949, should be continued in such amounts as

the Administration and Congress may determine, with due regard

to (1) the continuing housing needs of low-income families, (2) the

ability of the Federal Government to provide funds for the necessary

grants, (3) the Federal grants and fiscal policies as they relate to all

other grants and subsidy programs of the Federal Government, and

(4) the impact which the financing of all Government subsidy pro-

grams that may be authorized will have on the supply of investment

funds.

Whether the financing of public housing in the local and Federal

proportions now existent shall be by capital grant or annual sub-

sidy method has not been dealt with by the Committee.

Recommendation No. 4: Accepted.
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A IT ACHMENT TO REPORT OF THE SUBCOMMITTEE ON 
HOUSING FOR LOW-INCOME FAMILIES (APPENDIX 3) 

The Advisory Committee, in adopting the Report of the Subcom
mittee on Housing for Low-Income Families, took the following 
actions on the Subcommittee's recommendations. None of the changes 
which were made by the Advisory Committee were incorporated by 
the Subcommittee into its Report. 

Recommendation No.1: Accepted. 

Recommendation No.2: Not tlccepted. 

Recommendation No.3: Accepted with changes as follows: 

We recommend that pending demonstrated progress towards the 
achievement of the objectives of the full comprehensive program 
proposed by the Committee, including the expansion of the mort
gage insurance program of the Federal Housing Administration to 
extend home ownership to more and more families in all income 
levels, particularly among the low-income families and minority 
groups, and also encouragement and assistance to private enterprise 
to construct low-rent housing for lower income families with assist
ance of FHA, and pending the demonstrated progress towards the 
achievement of the objectives of a vast and aggressive program of 
slum clearance to be carried out by the communities of the Nation 
with the aid of Federal loans, grants, and mortgage loan insurance, 
the Public Housing Program for low-income families as contained 
in the Housing Act of 1949, should be continued in such amounts as 
the Administration and Congress may determine, with due regard 
to (1) the continuing housing needs of low-income families, (2) the 
ability of the Federal Government to provide funds for the necessary 
grants, (3) the Federal grants and fiscal policies as they relate to all 
other grants and subsidy programs of the Federal Government, and 
(.() the impact which the financing of all Government subsidy pro
grams that may be authorized will have on the supply of investment 
funds. 

Whether the financing of public housing in the local and Federal 
proportions now existent shall be by capital grant or annual sub
sidy method has not been dealt with by the Committee. 

Recommendation No.4: Accepted. 
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Recommendation No. 5: Accepted with changes as follows:

We recommend that the Housing Act of 1949 be amended to provide

that before qualifying for grants for public housing, the locality

shall present a workable program/to attack the problem of urban

decay.

Recommendation No. 6: Accepted.

Recommendation No. 7: Paragraphs 1 and 2 were accepted without

change. Paragraph 3 was accepted with the addition of the under-

lined language so as to read as follows:

3. that where the local contribution is through tax exemption,

the amount of the full taxes which would have been levied if

the housing were privately owned and the payments in lieu

of taxes received be made a matter of public record, and that

where local contributions are paid in cash or through tax

exemption, as provided in Paragraph 2 or 3, estimates of

such amounts also be made a matter of public record prior to

entering into a contract for annual contributions for the

assistance of a public housing project.

Recommendation No. 8: Accepted.

Recommendation No. 9: Accepted.

Recommendation No. 10: Not accepted.

RecommendationNo.il: Accepted.

Recommendation No. 12: Accepted.

Recommendation No. 13: Not accepted.

Recommendation No. 14: Not accepted.
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Recommendation No. j: Accepted with changes as follows: 

We recommend that the Housing Act of 1949 be amended to provide 
that before qualifying for grants for public housing, the locality 
shall present a workable program,to attack the problem of urban 
decay. 

Recommendation No.6: Accepted. 

Recommendation No.7: Paragraphs 1 and 2 were accepted without 
change. Paragraph 3 was accepted with the addition of the under
lined language so as to read as follows: 

3. that where the local contribution is through tax exemption, 
the amount of the full taxes which would have been levied if 
the housing were privately owned and the payments in lieu 
of taxes received be made a matter of public record, and that 

where local contributions are paid in cash or through tax 

exemption, as provided in Paragraph 2 or 3, estimates of 

such amounts also be made a matter of public record prior to 

entering into a contract for annual contributions for the 

assistance of a public housing project. 

Recommendation No.8: Accepted. 

Recommendation No.9: Accepted. 

Recommendation No. 10: Not accepted. 

Recommendation No. 11: Accepted. 

Recommendation No. 12: Accepted. 

Recommendation No. 13: Not accepted. 

Recommendation No. 14: Not accepted. 
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Exhibit 3

EXPLANATORY NOTES ON TABLES PROVIDING CENSUS DATA ON

HOUSING CHARACTERISTICS *

1. Dwelling unit.â��A dwelling unit is a group of rooms or a single

room occupied or intended for occupancy as separate living quarters

by a family or other group of persons living together or by a person

living alone. * * The count of dwelling units in the 1950 Census may

be considered comparable with the count in the 1940 Census although

the dwelling unit definitions differed. * * * In the 1940 Census, a

dwelling unit was defined as the living quarters occupied, or intended

for occupancy by one household.

2. Vacant dwelling units.â��A dwelling unit is vacant if no persons

were living in it at the time of enumeration, except when its occupants

were only temporarily absent. * * * New units not yet occupied were

enumerated as vacant dwelling units if construction had proceeded

to the extent that all the exterior windows and doors were installed

and final usable floors were in place. All vacant units, whether or

not dilapidated, were included if they were intended for occupancy

as living quarters.

3. Vacant dwelling unitsâ��Available.â��This category provides a

measure of vacant dwelling units which are on the housing market

for year-round use. It excludes dilapidated, seasonal, and other

vacant dwelling units not on the rental or sale market. * * * It should

be noted that vacant dwelling units were considered "available" even

though they lacked one or more standard plumbing facilities. All

other vacant dwelling units were classified as "not available."

4. Nonresident dwelling unit.â��A nonresident dwelling unit is a unit

which is occupied temporarily by persons who usually live elsewhere.

5. Dilapidatedâ��In need of major repairs.â��A dwelling unit was

reported as dilapidated when it had serious deficiencies, was run-down

or neglected, or was of inadequate original construction, so that it did

not provide adequate shelter or protection against the elements or

endangered the safety of the occupants. * * * In the 1940 Census

"dilapidation" was not enumerated; the concept "needing major re-

pairs" was used to provide information about the condition of housing.

A dwelling unit was classified as "needing major repairs" when parts

of the structure such as floors, roof, plaster, walls, or foundation

required major repairs or replacements. * * * No reliable data have

1 Source : Data from D. S. Bureau of Census.
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PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

Exhibit 4

ESTIMATED COST TO MAINTAIN FAMILIES AT A LEVEL OF

ADEQUATE LIVING1

1. "In the spring of 1945 the Labor and Federal Security Subcom-

mittee of the Committee on Appropriations of the House of Repre-

sentatives directed the Bureau of Labor Statistics 'to find out what it

costs a worker's family to live in the large cities of the United States.'

The Subcommittee indicated that it wanted to know the relative differ-

ences in living costs between cities and, in addition, the total number

of 'dollars required for the average worker in overalls to live in these

cities.'"

2. The budget, for a family of 4 persons including an employed

father, a housewife not gainfully employed, and 2 children under 15

in school was developed by the Bureau of Labor Statistics "to represent

the estimated dollar cost required to maintain this family at a level

of adequate livingâ��to satisfy prevailing standards of what is neces-

sary for health, efficiency, the nurture of children, and for participa-

tion in community activities."

3. This budget was last priced by the Bureau of Labor Statistics

in October 1951. Its cost is shown in the following table for each of

34 large American cities:

City : Total budget City: Total budget

Atlanta, Ga $4,315 Milwaukee, Wis $4,387

Baltimore, Md 4,217 Minneapolis, Minn 4,161

Birmingham, Ala 4,252 Mobile, Ala 3,969

Boston, Mass 4, 217 New Orleans, La 3,812

Buffalo, N. Y 4,127 New York, N. Y 4,083

Chicago, 111 4,185 Norfolk, Va 4,146

Cincinnati, Ohio 4,208 Philadelphia, Pa 4,078

Cleveland, Ohio 4,103 Pittsburgh, Pa 4,203

Denver, Colo 4,199 Portland, Maine 4,021

Detroit, Mich 4,195 Portland, Oreg 4,158

Houston, Tex 4,304 Richmond, Va 4,338

Indianapolis, Ind 4,044 St. Louis, Mo 4,112

Jacksonville, Fla 4,202 San Francisco, Calif 4,263

Kansas City, Mo 3,960 Savannah, Ga 4,067

Los Angeles, Calif 4,311 Scranton, Pa 4,002

Manchester, N. H 4, 090 Seattle, Wash 4,280

Memphis, Tenn 4,190 Washington, D. C 4,454

4. For a detailed description and evaluation of the BLS city workers

family budget, see the attached statement by Hazel Kyrk.

1 Source: U. S. Bureau of Labor Statistics. All quotes are from Bureau of Labor

Statistics Publications.
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ESTIMATED COST TO MAINTAIN FAMILIES AT A LEVEL OF 
ADEQUATE LIVING 1 

1. "In the spring of 1945 the Labor and Federal Security Subcom
mittee of the Committee on Appropriations of the House of Repre
sentatives directed the Bureau of Labor Statistics 'to find out what it 
costs a worker's family to live in the large cities of the United States.' 
The Subcommittee indicated that it wanted to know the relative differ
ences in living costs between cities and, in addition, the total number 
of 'dollars required for the average worker in overalls to live in these 
cities.' " 

2. The budget, for a family of 4 persolls including an employed 
father, a housewife not gainfully employed, and 2 children under 15 
in school was developed by the Bureau of Labor Statistics "to represent 
the estimated dollar cost required to maintain this family at a level 
of adequate living-to satisfy prevailing standards of what is nec~
sary for health, efficiency, the nurture of children, and for participa
tion in community activities." 

3. This budget was last priced by the Bureau of Labor Statistics 
ill October 1951. Its cost is shown in the following table for each of 
34 large American cities: 
City: TotaZ budget City: Total budget 

Atlanta, Ga ___________ - _____ $4,315 l\filwaukee, Wis _____________ $4,387 
Baltimore, Md______________ 4, 217 l\Iinneapolis, Minn ____ -_____ 4, 161 
Birmingham, Ala____________ 4, 252 l\Iobile, Ala_________________ 3, 969 
Boston, Mass________________ 4, 217 New Orleans, La____________ 3, 812 
Buffalo, N. Y_______________ 4,127 New York, N. Y_____________ 4,083 
Chicago, 111_________________ 4,185 Norfolk, Va ______________ -__ 4,146 
Cincinnati, Ohio____________ 4, 208 Philadelphia, Pa____________ 4,078 
Cleveland, Ohio_____________ 4, 103 Pittsburgh, Pa______________ 4,203 
Denver, Colo________________ 4, 199 Portland, Maine_____________ 4, 021 
Detroit, Mich_______________ 4, 195 Portland, Oreg______________ 4,158 
Houston, Tex_______________ 4, 304 Richmond, Va_______________ 4,338 
Indianapolis, Ind___________ 4, 044 St. Louis, Mo_______________ 4, 112 
Jacksonville, Fla____________ 4,202 San Francisco, Calif_________ 4,263 
Kansas City, Mo____________ 3, 960 Savannah, Ga_______________ 4,061 
Los Angeles, Calif-__________ 4, 311 Scranton, Pa________________ 4,002 
Manchester, N. H___________ 4, 090 Seattle, Wash_______________ 4, 280 ~ 

Memphis, Tenn_____________ 4, 100 Washington, D. C___________ 4,404 :j 

4. For a detailed description and evaluation of the BLS city workers ·:,i 

family budget, see the attached statement by Hazel Kyrk. 

1 Source: u. S. Bureau of Labor Statistics. All quotes are from Bureau of Labor ..:. 
Statistics PublicatioDs. ."" 
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APP. 3â��SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES

BLS CITY WORKERS FAMILY BUDGET

By Hazel Kyrk

Note.â��The following study, which contains a description and evaluation of the

BLS city workers family budget, was prepared at the request of the Subcommittee

on Housing for Low-Income Families and other Subcommittees. The study was

done by Dr. Hazel Kyrk, Professor Emeritus, University of Chicago, who is a

recognized authority in the field of consumer expenditures and served as Chair-

man of the Technical Advisory Committee to the Bureau of Labor Statistics on

preparation of the budget.

LEVEL OF LIVING REPRESENTED BY BLS BUDGET

The BLS city workers family budget was developed as an instru-

ment for measuring the cost of maintaining a four-person family at a

denned level in the large cities of the United States. The level of

living which the budget was designed to represent may be described

as the minimum which would be considered adequate according to

generally accepted American standards. The Bureau has described

the budget as a method of estimating the dollar cost of maintaining

families of the specified size "at a level of adequate livingâ��to satisfy

prevailing standards of what is necessary for health, efficiency, the

nurture of children, and for participation in community activities"

(BLS Bulletin No. 927, p. 3). Whether it is considered that the

actual budget developed does represent a level of living that may be

described in these terms will depend upon two things: one, the mean-

ing given to the words "minimum", "necessary" and "adequate"; two,

the judgment of the Bureau's procedures in constructing the budgetâ��

whether they provided items and quantities representative of the level

of living described.

The Bureau warns, "It is not possible to describe this budget in a

few words or phrases without the possibility of misinterpretation"

(Bulletin No. 927, p. 4). But for no other budget have the concepts

underlying it and the procedures used in constructing it been so fully

discussed both in the bulletin referred to and in papers published in

professional journals by members of the staff. Not only have the

procedures used in constructing the budget been described in detail

and their rationale in terms of the objective but the meaning of the

terms "adequate" and "minimum" as applied to the level of living

defined by the budget have been rather fully discussed. The basic

assumption of the Bureau was that there is a level of living that

according to the prevailing standards in the community is a dividing

line between insufficiency and inadequacy and their opposites. Be-

low that line most families would feel poor or deprived of something

essential; above it, there would be less sense of privation or not
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low that line most families would feel poor or deprived of something 
essential; above it, there would be less sense of privation or not 

283 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

enough, more emphasis upon improvement of quality, rather than

sufficiency in a quantitative sense. "The definition of the budget

recognizes that in the actual experience of families there is a scale

which ranks consumption patterns in an ascending order from mere

subsistence to plenitude in every respect. The budget level de-

scribed * * * is at a point on this scale below which deficiencies

exist in one or more aspects of family consumption" (Bulletin No.

927, p. 9). In the construction of this budget the fact that what are

commonly considered necessaries include not only items that meet

biological needs but those that have only conventional, aesthetic and

social values was expressly taken into account. It is a relatively

simple matter to ensure that a budget makes provision for known

biological needs, the necessary nutrients, for example, but to ensure

that it includes what is essential for other purposes is a more complex

problem.

The Bureau was able to describe its procedures in constructing the

budget because for the first time objective procedures were used that

could be described and duplicated by others. The items and quantities

in all other budgets are the expression of the judgment of individuals

or the consensus of the group responsible for the budget construction.

They are not the result of a chosen procedure. The Technical Ad-

visory Committee set up by the Bureau recommended procedures, not

items and quantities for the budget. In general, the procedures were

those designed to identify the community judgment as to what is

necessary for acceptable living. "The chief indicator of group judg-

ment which was used in deriving this budget was the manner in which

families increase their consumption as their purchasing power in-

creases" (Bulletin No. 927, p. 9). To determine the budget level of

goods and services for all categories except food and housing the

Bureau relied wholly upon indicators of group judgments derived

from analysis of expenditure records. By this analysis they identi-

fied the dividing point as the scale of consumption below which re-

duction meets greater and greater resistance. They found that "As

purchasing power increases, consumption levels above the dividing

point expand at slower and slower rates" (Bulletin No. 927, p. 9).

The selection of items for the food budget was based "first upon

nutritional standards, and second, upon customary eating habits."

"The quantities of the foods included * * * were determined at the

point in the scale of diets (as shown by the records) where the con-

sumption of calories and nutrients agreed most closely with the rec-

ommendations of the National Research Council" (Bulletin No. 927,

p. 12). The standards set up for the housing in each city were "insofar

as practicable" those of the Committee on the Hygiene of Housing

of the American Public Health Association. The Bureau says, "The
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standards closely correspond with the essentials as expressed by fam-

ily choices" (Bulletin No. 927, p. 11). In some cities housing that met

the standard was very limited in supply and its cost at certain pricing

dates exceeded that which possibly the majority of families were

paying. Community standards as well as the character of housing

are likely to vary more than for other categories of family living.

There is a standard, however, toward which all communities seem to

be moving and it may be said that it was that standard which was

adopted for the budget in preference to a variable community standard.

Many comments might be made on the BLS budget. It embodies a

concept of essentials that is relative, not absolute, except in the case

of the requirements for biological needs. The latter change with

changes in scientific knowledge, the former with the values, standards,

and habits of the time and place. The level defined by the Bureau

budget reflects the dynamic quality of the American standard of liv-

ing and the democratic and equalitarian character of consumption

habits and standards. As the general level of consumption moves up

so will the level below which almost everyone will feel poor. The

BLS budget is in no sense a prescriptive budget. The inclusion of

a specific item or quantity does not indicate a judgment that said

item per se is essential. "Each of the consumption groups is composed

of a combination of articles and services which include many sets of

substitutes" (Bulletin No. 927, p. 13). Families may be adequately

nourished with other foods than those priced. The budget describes

average choices. There are wider variations in some categories of the

budget than in others both in tastes and in the number of substitutes

on the market through which individual preferences may be expressed.

What the budget was designed to measure was the average cost of

maintaining families of the selected size at the level which according

to prevailing standards in the larger American cities would be con-

sidered adequate. Families with fewer members would require less,

those with more, a higher amount. Some families will attain the

given level for less money. They may produce more for themselves,

buy less. They may have buying skills and competence beyond the

average. They may have a more favored position in the market than

others, or have made the purchase of a home on especially favorable

terms. Some families may not feel poor at a consumption level

below the one defined if their standards are quite different from those

generally prevailing. But if the budget represents what it was de-

signed to represent, families on the average with incomes below the

budget cost in their area, after adjustment for family size, would be

living at a level which they and others in their community would

consider substandard. If their housing came up to standard, food,
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clothing, recreation, insurance would be short. There are many pos-

sible reasons for a substandard diet or occupancy of a substandard

dwelling. Comparison of a budget-cost with income throws light

on one of them.

Construction of Relief Budgets

Family budgets priced in local markets have long been recognized

as necessary tools for the equitable administration of private or public

assistance programs. They are also the basis of estimates of legisla-

tive appropriations needed or amounts to be raised by private phil-

anthropy. For many years welfare agencies have been constructing

such budgets as a basis for determining cash allowances to necessitous

persons or families. These budgets have represented the judgment

of an individual or, perhaps more commonly, the consensus, of a group

on the basis of information concerning the consumption habits of

low-income groups, nutritive requirements, characteristics of com-

modities and the like. The BLS budget differs from such budgets

in mode of construction as has been said since only to the most limited

degree were the items subject to individual discretion.

The cost of relief budgets, especially those constructed by public

assistance agencies, is usually lower than that of the BLS budget.

One reason is that relief recipients are often eligible for free services

for which others are not. Belief recipients will not usually have such,

outlays as union dues, occupational expenses. Nor will they pay

taxes. .The relief budget is lower than the BLS budget primarily

because it represents a lower level of living. It may be pitched at this

lower level because it is conceived that these individuals or families

will be living at this level only temporarily. The assistance is de-

signed to tide them over a relatively short period of economic distress.

Further, there may be the suspicion of undisclosed resources which

supplement the assistance given. Even without these considerations

the relief budget is likely to be pitched at a lower level because its

cost comes out of other families' pockets. Private agencies are likely

to provide more liberally than public. They need not take all who

apply and those who support them may be willing to make generous

allowances to those whom they assist. But throughout the whole

history of public assistance the sentiment has again and again be-

come vocal that the destitute should not be supported at as high a

level as that which the economically independent can attain. It may

be argued, often not very plausibly, that provision at a higher level

would weaken incentives to get off relief or not to become a public

charge, that the relief allowance should be so low that most recipients

would have a marked sense of privation. There is a level at which a

286

PRESIDENT'S ADVISORY COMMITTEE ON HOUSING 

clothing, recreation, insurance would be short. There are many pos
sible reasons for a substandard diet or occupancy of a substandard 
dwelling. Comparison of a budget-cost with income throws light 
on one of them. 

Construction of Relief Budgets 

Family budgets priced in local markets have long been recognized 
as necessary tools for the equitable administration of private or public 
assistance programs. They are also the basis of estimates of legisla
tive appropriations needed or amounts to be raised by private phil
anthropy. For many years welfare agencies have been constructing 
such budgets as a basis for determining cash allowances to necessitous 
persons or families. These budgets have represented the judgment 
of an individual or, perhaps more commonly, the consensus, of a group 
on the basis of information concerning the consumption habits of 
low-income groups, nutritive requirements, characteristics of COID

.modities and the like. The BLS budget differs from such budgets 
in mode of construction as has been said since only to the most limited 
degree were the items subject to individual discretion. 

The cost of relief budgets, especially those constructed by public 
assistance agencies, is usually lower than that of the BLS budget. 
One reason is that relief recipients a.re often eligible for free services 
for which others are not. Relief recipients will not usually.have such 
outlays as union dues, occupational expenses. Nor will they pay 
taxes. . The relief budget is lower than the BLS budget primarily 
because it represents a lower level of living. It may be pitched at this 
lower level because it is conceived that these individuals or families 
will be living at this level only temporarily. The assistance is de
signed to tide them over a relatively short ·period of economic distress. 
Further, tllere may be the suspicion of undisclosed resources which 
supplement the assistance given. Even without these considerations 
the relief budget is likely to be pitched at a lower level because its 
cost comes out of other families' pockets. ~rivate agencies are likely 
to provide more liberally than public. They need not take all who 
apply and those who support them may be willing to make generous 
allowances to those whom they assist. But throughout the whole 
history of public assistance the sentiment has again and again be
come vocal that the destitute should not be supported at as lrigh a 
level as that which the economically independent can attain. It may 
be argued, often not very plausibly, that provision at a higller level 
would weaken incentives to get off relief or not to become a public 
c.harge, that the relief allowance should be so low that most recipients 
would have a marked sense of privation. There is a level at which a 



APP. 3â��SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES

community is willing to support those in economic distress. This

level will vary with the homogeneity of the community, whether in

general those likely to be supported are of same race and cultural

background with those supporting. It will vary with the general level

of income. Although appropriations for assistance theoretically are

based upon estimates of need which the budget when priced helps

supply, those making the budget, consciously or unconsciously, adapt

the budget to the amount they think will be forthcoming. The

budget tends to become the "best" allocation of a given sum rather

than the cost of a defined level.

The Heller Committee Budget

A city family budget similar in purpose to the BLS budget is that

for the wage-earner family constructed and priced annually in the

San Francisco Bay region by the Heller Committee for Research in

Social Economics of the Department of Economics of the University

of California. Originating in a request of the California Civil

Service Commission, the Heller Committee budgets go back for about

twenty years and have accordingly gone through several revisions

and have become widely known. The 1946 edition describes the

budget as "an attempt to measure the cost of maintaining the com-

monly accepted standard of living of three different occupational

groups in an American community. By the 'commonly accepted

standard of living' is meant the sum of those goods and services that

public opinion currently recognizes as necessary to healthful, reason-

ably comfortable living."

The items and quantities in the Heller Committee budgets are those

that in the judgment of the Committee and staff represent the level of

living defined. The judgment is the result of study of prevailing con-

sumption habits and of criticisms and comments to which earlier

budgets have been exposed. The Bureau of Labor Statistics has com-

pared the cost of its budget in San Francisco as of June 15,1947, with

that of the Heller budget for a wage-earner family. The cost of the

goods and services included in the Heller budget exceeded that of the

BLS budget by about 12 percent. When insurance, taxes and similar

items are added the total for the Heller budget was about 14 percent

above that for the BLS. The Heller budget allowances were higher

than the BLS for all categories except clothing and rent, heat and

utilities. The BLS secured rents only on five-room dwellings that

met certain standards as to facilities, state of repair and locality. The

Heller Committee does not seem to have been so selective, securing

rent quotations from five-room dwellings in "appropriate districts."

The result was a difference of about $6 in monthly rent. The Heller
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standard of living' is meant the sum of those goods and services that 
public opinion currently recognizes as necessary to healthful, reason
ably comfortable living." 

The items and quantities in the Heller Committee budgets are those 
that in the judgment of the Committee and staff represent the level of 
living defined. The judgment is the result of study of prevailing con
sumption habits and of criticisms and comments to which earlier 
budgets have been exposed. The Bureau of Labor Statistics lIas com
pared the cost of its budget in San Francisco as of June 15, 1947, with 
that of the Heller budget for a wage-earner family. The cost of the 
goods and services included in the Heller budget exceeded that of the 
BLS budget by about 12 percent. When insurance, taxes and similar 
items are added the total for the Heller budget was about 14 percent 
above that for the BLS. The Heller budget allowances were higher 
than the BLS for all categories except clothing and rent, heat and 
utilities. The BLS secured rents only on five-room dwellings that 
met certain standards as to facilities, state of repair and locality. The 
Heller Committee does not seem to have been so selective, securing 
rent quotations from five-room dwellings in "appropriate districts." 
The result was a difference of about $6 in monthly rent. The Heller 

rlglln 287 

III I E~SIT 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

budget allowance for house furnishings and household operation was

54 percent above that in the BLS budget. The allowance for trans-

portation was 67.7 percent higher since the Heller Committee assumed

100 percent ownership of an automobile and an average period of

ownership of 5 years and the BLS on the basis of the records assumed

an ownership of only 74 percent and a period of ownership of from

6 to 9 years. The Heller budget allows larger quantities of most basic

foods, 12.4 percent more meat, 39.5 percent more fluid milk, 63 percent

more citrus fruits.

The results of the comparison do not suggest that the method of

budget construction used by the BLS raised the level beyond that set

after long consideration by deliberative groups dealing with the same

problem, but, if anything, lowered it.

What Can Families Afford To Pay for Housing?

A family's judgment of what it can afford to pay for housing, as

well as its judgment of what it is willing to pay, is essentially a judg-

ment of the importance of the goods and services it would have to

give up (or the savings it would be obliged to forego or debts leave

unpaid) if it paid more for housing. Similarly, the "outsider's"

judgment of what families can afford is based upon an assessment of

the effect of a larger payment upon the level of living in other re-

spects. The budget adviser who attempts to set a maximum figure or

percentage of income is in effect saying that if a family in a given

economic position exceeds the allowance the chances are that either

something considered essential by commonly accepted standards will

be sacrificed or the family will find itself obliged to sacrifice poods,

services or saving that by its own standards it would have preferred

to the housing values secured. The concept of a budget that defines

essentials in the sense that does the BLS budget carries with it the

concept that most families with incomes close to the budget cost will not

be able to maintain the generally accepted standard in other respects

if they move up the outlay for housing. Similarly, if they raise their

money outlay for recreation, food, clothing, transportation except by

virtue of some special economies or market advantages they will not be

able to pay for housing of the standard defined in the budget. Those

with incomes below the budget cost will be in the unfortunate position

of choosing between degrees of inadequacy in the various categories;

those with incomes well above the budget cost in the fortunate posi-

tion of choosing between degrees of adequacy or desirability.

The relative valuation given by American families to housing as

compared with other goods (or savings) could presumably be elicited

from data showing expenditures in relation to income. The existing
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data are, however, not ideal for this purpose and only recently have

their deficiencies been fully realized and hasty conclusions avoided.

The current income position of many families is not that to which

their housing expenditure is related. Housing expenditures are more

likely to be adjusted to their past income position or to expectations

for the future, than to that of the immediate moment. In families

with more than one earner they are more likely to be adjusted to the

earnings of the main breadwinner or possibly those of husband and

wife, than to the total family income including the earnings of sons

and daughters. Families do not buy and sell, move from one dwelling

or location to another, in response to temporary changes in income.

Older couples may occupy housing acquired at an earlier period.

Such families as well as others below their usual income position are

relatively frequent at low income levels.

Families entering the housing market do, however, make their

commitments on the basis of a judgment concerning what they can

afford and express by their rejections and acceptances what they are

willing to pay. Correspondingly, they will move in time if they

find themselves paying more than they "can afford" to pay. The

time required will depend upon whether there is a housing shortage,

whether there are dwellings available at a lower price or whether those

available are so inferior to that now occupied that what would be

gained by raising the standard in other respects would be offset by

the deficiencies of the new dwelling. Outside observers may judge

the choices and the relative values displayed in faulty choices quite

wrong from the welfare standpoint. Such judgments suggest investi-

gation of the reasons for these "wrong" choices and educational pro-

grams designed to alter values and inform as to needs.

Analysis of the data for renting families, secured in a series of

urban studies going as far back as 1901, has led to the tentative con-

clusion by BLS analysts that the outlay for rent, heat and the utilities

is as inelastic an item as that for food.1 That is, through a wide in-

come range it neither decreases at the same rate as income nor in-

creases at the same rate. The coefficient of income elasticity is esti-

mated as about 0.5. Thus the proportion of the income going for

these items is lower at the higher than at the lower income levels.

It is probable that the rent-income ratio may reach a fairly stable

position at both the top and the bottom of the distribution.

Is there a maximum beyond which on the average families do not

go, that is, a ratio of outlay to income which they will not exceed

except for short periods or under special circumstances ? The origin

of the "one-fourth" relationship which was once widely quoted as

1 Secured by private conference, not from published or file papers.
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right or a "ceiling" one ought not to exceed is unknown. It is also

doubtful whether it was an "outsider's" judgment or a ratio that

families would not exceed. "Housing" outlays may include not only

the cost of the heated, lighted dwelling but furnishings and equip-

ment and the many items of household operation. The ratio will vary

with the inclusions or exclusions. It will vary also if the outlays in

question are related to total income, to income after tax, or to total

expenditures for consumption.

Limited inspection of the data from the various large-scale studies

of urban families in the last 50 years indicates that outlays for rent,

heat and the utilities fall below one-fourth of the income; that the

"resistance" point is more nearly 20 than 25 percent. On the average,

families spending much over 20 percent consider that they are spend-

ing more than they can afford, that is, it involves a sacrifice of some-

thing essential. A generally acceptable level of living has many com-

ponents, well entrenched and considered essential, to compete with

housing for the family's dollar. The BLS budget represented such,

a level. In most cities, rent, heat and utilities fell below 20 percent

of the total budget cost.

In a survey of World War II veterans in 14 cities made in 1946,

questions were asked concerning their weekly income, rent currently

being paid, and what they would be willing to pay if more satisfac-

tory accommodations were available. Although in practically all

cities the average I'ent the group would be willing to pay exceeded the

average currently paid, the amount in no city was as high as 25 per-

cent of the income (assuming full employment for 52 weeks at weekly

rate given).

The outlays of home owners, or those on their way to becoming

home owners, may bear a different relation to their incomes than those

of renters. It is even more difficult to get a correct income-cost ratio

in the case of owners than renters. The occupancy costs of home

owners are differently computed from one study to another. Even

when computed "correctly" from the accounting standpoint the

amount may not be that which the family uses in judging what it can

afford.
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Exhibit 6

LOCAL HOUSING AUTHORITIES1

1. A local housing authority is a public body established by a lo-

cality under State law. Such authorities have been established, pur-

suant to State law in 43 States, the District of Columbia, Alaska, Ha-

waii, Puerto Rico, and the Virgin Islands. States without legislation

are: Iowa, Kansas, Oklahoma, Utah, and Wyoming.

2. The authority is governed by a board of commissioners, ap-

pointed by the mayor or other elected official. There are generally

five commissioners, appointed for specific terms, one of whom is des-

ignated as chairman. The commissioners serve without compensa-

tion and are in effect a board of trustees which conducts the affairs

of the authority.

3. Boards of commissioners are made up of persons representing

cross sections of communities' business, professional, and public life.

At the end of 1952, commissioners of housing authorities throughout

the country came from the following groups:

Percent

Retail and wholesale trade 25

Real estate, insurance, finance 17

Professional (lawyers, doctors, clergyman, etc.) 16

Social agencies and labor 14

Housewives and retired 7

Manufacturing 6

Public officials 5

Miscellaneous 10

4. The local housing authority determines the need for public hous-

ing for low-income families in its locality and, subject to the approval

of the local governing body of the locality, makes application to the

Federal Government for financial assistance. The local authority

constructs, owns, and operates the housing. It borrows funds as re-

quired, mostly from private investors, passes upon budgets and de-

termines the number and compensation of employees.

5. The number of local housing authorities with programs for

low-income families and the localities served (a county housing au-

thority, for example, may serve a number of localities within the

county) as of March 31,1953, were as follows:

1 Source : Public Housing Administration and National Association of Housing Officials.
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Percent

Number of authorities 887

Number of localities served 1,228

100.0

Size of locality:

Rural nonfarm 397 32.3

Under 5,000 189 15.4

5,000-9,999 160 13.0

10,000-24,999 194 15. 8

25,000-49,999 116 9.4

50,000-99,999 81 6.6

100,000-249,999 53 4.3

250,000 and over 38 3.2
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Exhibit 7

CONSTRUCTION OF PUBLIC HOUSING FOR LOW-INCOME FAMILIES AS

OF SEPT. 30, 1953 *

Projects

Units

Computed

Under original programÂ«

Under 1949 Act-

Total completed

Under construction

Under 1949 Act

Total completed or under construction

694

937

206,153

112,696

1,631

414

318,849

75,168

2,045

394, 017

> Source: Statistics Branch, Public Housing Administration.

Â«Includes 117 projects with 39,222 units operated as low-rent housing but not constructed out of funds

made available under the U. S. Bousing Act of 1937 such as PWA bousing, Farm Labor Camps, and War

Housing converted to low-rent use under authorization of Congress.

The Independent Offices Appropriation Act of 1954 permitted the

construction in fiscal 1954 of 20,000 units out of units already under

annual contributions contract. When these units are put under con-

struction by June 30, 1954, there will be a total of some 410,200 pub-

lic housing units for low-income families completed or under con-

struction at that date.
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Exhibit 8

HOW RESIDENTS ARE SELECTED AND INCOMES VERIFIED IN PUBLIC

HOUSING FOR LOW-INCOME FAMILIES1

1. Each applicant must fill out an application for admission. The

application form contains information about the family in sufficient

detail to determine the family's eligibility, preference, if any, and

amount of rent to be paid. The applicant must also sign a certificate

that neither he nor any member of his family group belongs to any or-

ganization listed as subversive by the Attorney General of the United

States. If the applicant is foreign born he must sign a certificate as

to how, when and where he became a citizen of the United States.

Applicants are eligible if they meet the following criteria:

(a) The family's total net income, less an exemption of $100 a year

for each minor member, does not exceed the approved income limit;

(5) The present housing is substandard or the family is or is about

to be without housing through no fault of its own (not applicable to

veterans, servicemen and low-income families displaced by slum

clearance);

(o) The family consists of at least two related persons;

(d) The lessee is a United States citizen (not applicable to veterans

and servicemen);

(e) No member of the family belongs to a subversive organization.

The local authority may establish additional requirements such as

length of residence in the community and net assets.

2. The statements made in the application are verified by the local

authority to insure their accuracy. For example, income is verified

by written or oral inquiries to employers and others having knowledge

of the facts and from such documents as W-2 Federal income tax

forms and pay envelopes. Housing conditions under which the appli-

cant is living are verified in most cases by actual inspection of the ap-

plicant's present dwelling.

3. As among eligible applicants first preference is given to displaced

families.2 Among both displaced and nondisplaced families prefer-

ence is given first to families of disabled veterans, second to families of

1 Source: Public Housing Administration.

â�¢ Displaced families "which are to be displaced by any low-rent housing project or by

any public slum clearance or redevelopment project initiated after January 1, 1947, or

which were so displaced within S years prior to making application. â�¢ â�¢ â�¢" (Sec. 10 (g)

U. S. Housing Act of 18S7, as amended.)
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deceased veterans or servicemen and, third, to families of other vet-

erans and servicemen.

4. Within each preference category, families are selected for ap-

propriate size units, in accordance with a numerical scoring system

which measures the extent of substandardness of the housing condi-

tions of the family. As among applicants having the same preference

and having the same housing need the one with the largest number

of children would be selected. Since rent is related to income, it

is always necessary, within the above method, to select tenants so as

to assure sufficient rent to maintain solvency of the housing.

5. The method used assures that families will be selected on an

objective basis in accordance with their incomes and housing needs.

6. After admission, the eligibility of each family must be reexam-

ined at least annually by the local authority. This involves the ob-

taining and verification of information in the same manner as at

time of admission. Also a new certificate as to nonmembership in

subversive organizations is required each year. If it is found that the

family is still eligible for continued occupancy but that its income

has changed, the rent is adjusted to the income being received. If

the family is found to be ineligible it must be given notice to vacate

within 6 months.
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objective basis in accordance with their incomes and housing needs. 

6. After admission, the eligibility of each family must be reexam
ined at least annually by the local authority. This involves the ob
taining and verification of information in the same manner as at 
time of admission. Also a new certificate as to nonmembership in 
subversive organizations is required each year. If it is found that the 
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APP. 3â��SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES

same. For example, in 1952, the average income of families admitted

to public housing was $1,986 but in terms of purchasing power during

the 1935-39 period, this represented a family with an income of but

$1,046.

Net income

of families

admitted

Consumer's

Net income

Year

price indexi

of families

(1935-39-

100)

admitted in

1935-39

:'-.1 v..

dollars

1946

$1,384

1,472

1,573

1,602

1,642

1,797

1,986

139.6

159.6

171.9

170.2

171.9

185.6

189.8

$992

922

915

941

956

968

1,046

1947

1948

1949

1950

1951

1952.-

1 Bureau of Labor Statistics; this is the index which is used in labor agreements.
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same. For example, in 1952, the average income of families admitted 
to public housing was $1,986 but in terms of purchasing power during 
the 1935-39 period, this represented a family with an income of but 
$1,046. 

Year 

1946 __________________________________________________________ _ 
1947 __________________________________________________________ _ 
1948 __________________________________________________________ _ 
1949 _______________________________ • __________________________ _ 
195() __________________________________________________________ _ 
1951 __________________________________________________________ _ 
1952 __________________________________________________________ _ 

Oonsumer's Net income 
Net Income price index I of families 
of families (1935-39- admitted In 
admitted 1935-39 

1(0) dollars 

$1,384 
1,.72 
1,673 
1,602 
1,642 
1,797 
1,986 

139.1) 
169.6 
171.9 
170.2 
In.9 
18li.6 
189.8 

$992 
922 
911) 
941 
966 
G68 

1,M6 

I Bureau of Labor Statistics; this Is the Index which Is used In labor agreements. 
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Exhibit 13

GROSS RENT IN PUBLIC HOUSING FOR LOW-INCOME FAMILIES

CALENDAR YEAR 1952 *

Families

Families

Gross rent

admitted

already

during 19S2

residents 1953

Total.

Patent

100.0

Percent

100.0

Tinder $20

10.7

28.5

34.5

21.2

8.1

12.3

$20-129 _

24.2

S30-S39 -

28.5

$40-$49

20.8

16.2

M<vHm

$33.00

$35.00

Gross rent is the rent including heat and all utilities. Most rents in

public housing for low-income families cover heat and all utilities.

When heat and utilities are not covered by the rent the estimated cost

to the family is included in these figures.

The gross rent is related to a family's income and may not be less

than 20 percent of net income less an exemption of $100 for each minor

in the family (other than the head of the family or his spouse).

1 Source : Statistics Branch, Public Housing Administration.
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EXHIBIT 13 

GROSS RENT IN PUBUC HOUSING FOR LOW-INCOME P.AMUIFS 
CALENDAR YEAR 1952 1 

Gross rent 

Total _______________________________________________________ -_ - -_ -- -- - -

Under $3»- ______________ --- - - -- -- -------- - - ------ - -- -- - - - - ------- ------ -----
$3)-$29- - ------------ - - -- - - - - - ------ - - - -- -- --- - - - - - - - - - - -- - - - - -- --- ------- --
~$38- - ------------ - - - ---- ---- ---- ----- -- ---------- --- -- - ----- -- -- --------
$t()-UQ- - ----- -- ----- -- - - - - - -- -- ----- ---- -- --- -- - - - - - - -- -- - - - - - - - - --- - -- - - - --
$&0 and over __________ -- ------------------ ------- ------ --------- ------ -------
Meclfm _________________________________________________________ -- --- -------

Families Families 
admitted already 

during 19a2 [residents 1952 

PeTtent Per"", 
100.0 100.0 

~------~---------
10.7 12.3 
28.5 24..2 
M.5 26.5 
21.2 20..8 
5.1 I&.2 

$33.00 $35.00 

Gross rent is the rent including heat and all utilities. }Iost rents in 
public housing for low-income families cover heat and all utilities. 
When heat and utilities are not covered by the rent the estimated cost 
to the family is included in these figures. 

The gross rent is related to a family's income and may not be less 
than 20 percent of net income less an exemption of $100 for each minor 
in the family (other than the head of the family or his spouse). 

1 Source: Statistics Branch, Publle Housing Adm1n1stratlon. 
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Exhibit 14

CHARACTERISTICS OF RESIDENTS OF PUBLIC HOUSING FOR

LOW-INCOME FAMILIES1

Families

Families

Characteristics

admitted

reexamined

daring 1952

Jan.-June

1952

Race:

Percent

68.1

31.9

Percent

White

59.3

Service status:

40.7

48.2

51.8

33.6

Minors:

66.4

15.8

49.6

26.2

8.4

2.09

20.4

44.6

26.0

9.0

Age of head of family:

2.07

22.0

7.9

25-44

60.0

60.8

45-64

12.3

21.7

Assistance:

5.7

9.6

25.6

74.4

29.0

Broken families:i

71.0

26.2

â�¢22.4

i Receiving public or private relief or recipients under Social Security or other public pension or payment

plans.

* Families with minors and only one adult.

< For 1951; data for 1952 not yet available.

Some of the highlights of the above table and comparisons are as

follows:

1. Negro families (and a small number of "other" races) represent

about 32 percent of all families being admitted to and 41 percent of

all families in low-rent public housing, although they are only about

8 percent of all nonfarm families in the United States. This re-

flects their lower economic status and greater inability to secure

standard private housing within their means.

2. Of the families of veterans and servicemen admitted, 10 percent

were families of disabled or deceased veterans or servicemen.

3. The more than 2 minors per family in public housing compares

with 1.13 minors (under 18 years) per nonfarm family in the United

States according to the 1950 Census.

4. Nearly 10 percent of families already in and 6 percent of the

families admitted in 1952 had a family head 65 years old or over.

Almost 12 percent of all nonfarm families in the United States,

according to the 1950 Census, were headed by a person 65 years old

or over.

1 Source : Statistics Brancb, Public Housing Administration.
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EXHIBIT 14 

OIARACTERISTICS OF RESIDENTS OF PUBLIC HOUSING FOR 
LOW-INCOME FAMILIES 1 

Characteristics 
Families Families 

reexamined admitted Jan.-June during 1952 1952 

Race: . Pncent Percent Whlte ____________________________________ . _____________________________ _ 68.1 69.3 Negro and other ________________________________________________________ _ 31.9 40.7 
Service status: Veterans and servlcemen _______________________________________________ _ 48.2 33.6 No serv ice connection __________________________________________________ _ 61. 8 66.4 
Minors: None ___________________________________________________________________ _ 16.8 20.4 One or two _____________________________________________________________ _ 49.6 44.6 Three or four ___________________________________________________________ _ 26.2 26.0 Five or more ___________________________________________________________ _ 8.4 9.0 Average number of mlnors ______________________________________________ _ 2.09 2.07 
Age of head of family: Under 26 years _________________________________________________________ _ 22.0 7.9 25-44 ___________________________________________________________________ _ 

60.0 60.8 45-64 ___________________________________________________________________ _ 
12.3 21.7 65 and over _____________________________________________________________ _ 6. 7 9.6 

Assistance: Receiving assistance 1 ___________________________________________________ _ 26.6 29.0 Not receiving assistance ________________________________________________ _ 74.4 71.0 
Broken families: J As percent of all famUles ________________________________________________ _ 26.2 '22.4 

I Receiving public or private rellcf or recipients under Social Security or other public pension or payment 
plans. 

J Families with minors and only one adult . 
• For 1961; data Cor 1962 not yet available. 

Some of the highlights of the above table and comparisons are as 
follows: 

1. Negro families (and a small number of "other" races) represent 
about 32 percent of all families being admitted to and 41 percent of 
all families in low-rent public housing, although they are only about 
8 percent of all nonfarm families in the United States. This re
flects their lower economic status and greater inability to secure 
standard private housing within their means. 

2. Of the families of veterans and servicemen admitted, 10 percent 
were families of disabled or deceased veterans or servicemen. 

3. The more than 2 minors per family in public housing compares 
with 1.13 minors (under 18 years) per nonfarm family in the United 
States according to the 1950 Census. 

4. Nearly 10 percent of families already in a.nd 6 percent of the 
families admitted in 1952 had a family head 65 years old or over. 
Almost 12 percent of all nonfarm families in the United States, 
according to the 1950 Census, were headed by a person 65 years old 
or over. 

1 Source: Statistics Branch, Publ1c Housing Admtn18tratlon. 
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5. Twenty-nine (29) percent of the families who were living in

low-rent public housing and whose eligibility was reexamined in the

first 6 months of 1952, and 26 percent of those admitted during 1952,

received some form of assistance.

6. Twenty-six (26) percent of families admitted and 22 percent of

families already in the low-rent public housing in 1952 were broken

families, that is, families with children but only one adult present
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5. Twenty-nine (29) percent of the families who were living in 
low-rent public housing and whose eligibility was reexamined in the 
first 6 months of 1952, and 26 percent of those admitted during 1952, 
received some form of assistance. 

6. Twenty-six (26) percent of families admitted and 22 percent of 
families already in the low-rent public housing in 1952 were broken 
families, that is, families witl1 children but only one adult present 
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Exhibit 15

TURNOVER AND DURATION OF OCCUPANCY IN PUBLIC HOUSING

FOR LOW-INCOME FAMILIES1

1. Public housing for low-income families is not intended as a per-

manent place of residence. Its purpose is to provide temporary assist-

ance to low-income families coming from the slums until such time as

they can improve their economic condition to a point where they can

afford standard private housing. Of course, there are some low-

income familiesâ��broken families, the chronically ill or disabled, and

old age familiesâ��who have little likelihood of improving their cir-

cumstances and who present a continuing problem. Furthermore, as

the figures show in paragraph 6 below, Negro families stay in public

housing a substantially longer time than white families, reflecting

their lesser opportunity for increase of income.

2. The following table gives the annual move-out rates in public

housing in terms of the families moving out as a percent of those in

occupancy at the beginning of the period.

Average annual Average annual

move-out rate 1 move-out rate 1

Year Percent Year Percent

1952-53 26. 2 1947-48 17. 6

1951-52 23.9 1946-47 13.3

1950-51 24.2 1945-46 12.6

1949-50 22. 9 1944-45 13. 7

1948-49 18.8 1943-441 15.5

1 4 times the quarterly rate.

P Not available for earlier years.

3. Based on experience to date, families moving out of public hous-

ing had been in occupancy an average of about 2% years.

4. The average family living in public housing has been a resident

for a period of just under 4 years.

5. Based on the past 10 years' experience, during a substantial part

of which period there was an extreme housing shortage, there have

been 289 families housed for every 100 units in operation. If the

most recent 5-year experience, during which period there was less

stringency in the private market, is projected for 10 years, it would

mean that 332 families would be housed in a 10-year period for every

100 units constructed.

1 Source : Statistics Branch, Public Housing Administration.
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EXHmIT 15 

TURNOVER AND DURATION OF OCCUPANCY IN PUBLIC HOUSING 
FOR LOW-INCOME FAMILIES 1 

1. Public housing for low-income families is not intended as a per
manent place of residence. Its purpose is to provide temporary assist
ance to low-income families coming from the slums until such time as 
they can improve their economic condition to a point where they can 
afford standard private llousing. Of course, there are some low
income families-broken families, the chronically ill or disabled, and 
old age families-who have little likelihood of improving their cir
cumstances and who present a continuing problem. Furthermore, as 
the figures show in paragraph 6 below, Negro families stay in public 
housing a substantially longer time than white families, reflecting 
their lesser opportunity for increase of income. 

2. The following table gives the annual move-out rates in public 
housing in terms of the families moving out as a percent of those in 
occupancy at the beginning of the period . 

.A verage annual 
move-out rate J 

Year Percent 
1952-53 _______________________ 26.2 
1951-52 _______________________ 23.9 

1950-51 __ ---______ .. ____________ 24. 2 
1949-50 _______________________ 22. 9 

1948-49 _______________________ 18. 8 

a 4 times the quarterly rate. 
,. Not available for earller years. 

A. verage annual 
move-out rate J 

Year Percen.t 
1947-48 _______________________ 17.6 
1946-47 _______________________ 13.3 
1945-46 _______________________ 12.6 
1944--45 _______________________ 13. 7 
1943-44 2 ______________________ 15.5 

3. Based on experience to date, families moving out of public hous
ing had been in occupancy an average of about 23~ years. 

4. The average family living in public housing has been a resident 
for a period of just under 4 years. 

5. Based on the past 10 years' experience, during a substantial part 
of which period there was an extreme housing shortage, there have 
been 289 families housed for every 100 units in operation. If the 
most recent 5-year experience, during which period there was less 
stringency in the private market, is projected for 10 years, it would 
mean that 332 families would be housed in a 10-year period for every 
100 units constructed. 

1 Source: Statistics Branch, Publlc Housing Administration. 
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6. The following table shows the experience of two groups of low-

income families moving into public housing. Identical families are

traced through the periods.

5-year experience, 1947-52:

White families

Negro families

$1,510

$1,363.

$1,436

$1,350.

3-year experience, 1949-52:

20 percent-

$2,017

$1,837.

$1,640

$1,512.

$1,693

$1,484.

Percent of families admitted in 1949 still in residence In 1952

33 percent

$2,076

$1,869.

Note.â��AH income figures are median net income of all members of the family (the difference between

net income and gross income, because of authorized deductions, averages about $50 per family).
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6. The following table shows the experience of two groups of low
income families moving into public housing. Identical families are 
traced through the periods. 

WhIte fam1lles Negro famWes 

8-year experience, 1947-52: 
Income of all families admitted, UM7 _________________________________ $1,SI0_________ $1,363. 
1947 income of families stUlln residence In 1952_ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ $1,436_ _ _ _ _ _ _ _ _ $1,350. 
Percent of families admitted In lSM7 stW in residence In 1162 _________ 20 percent----_ .7 percent. 
1952 Income of famUles stlllln residence In 1962______ _ _ _ __ ___ _ ____ ___ _ $2,017_ _ ______ _ $1,837. 

3-year expenenoe, 1~9-52: 
Income of all families admitted, 1949___ _ _ __ _ _ ____ _ _ __ _ __ _ __ _ _____ __ _ _ $1,648 __ e______ $1,512. 
1949lnoome of lamlUes stUlln residence In U~lJ2 _______________________ $1,693 _________ $1,4M. 
Percent of famUles admitted In 1949ltUlln residence In 1932 _________ 33 percent-____ 68 percent. 
1952 Income of famWes sWIln res1denoe in 1~ ___ -___________________ 12,076 _________ $1,869. 

NOT&.-Allincome figures are median net income of all members of the famUy (the dlfJerence between 
net Income and gross lncome, because of autborl%ed deductions, averages about $50 per famlly). 
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Exhibit 16

ELIMINATION OF SUBSTANDARD HOUSING AND USE OF SLUM SITES

UNDER PUBLIC HOUSING PROGRAM FOR LOW-INCOME FAMILIES1

1. Nearly 200,000 (199,400) substandard dwelling units had been

eliminated through the public housing program for low-income fam-

ilies through June 30, 1953.

2. Of the total number of substandard units eliminated, 77 percent

was accomplished through demolition, 17 percent through compulsory

repair, and 6 percent through closing for occupancy.

3. Of the total equivalent elimination requirements under the orig-

inal low-rent program, 98 percent had been met by June 30,1953; the

remainder had been deferred as provided by law in localities where a

shortage of decent, safe, and sanitary housing existed. Of the elim-

ination requirements for low-rent projects constructed under the war

amendment, 81 percent had been accomplished by June 30, 1953, and

the remainder was in a deferred status.

4. Of the equivalent elimination required for projects completed

under the Housing Act of 1949, 22 percent had been accomplished by

June 30, 1953, although the law allows 5 years after completion of

the housing for meeting the elimination requirement.

5. Of the housing built under the original program of the Housing

Act of 1937, 89 percent of the units were constructed on sites from

which old structures had to be removed and but 11 percent were con-

structed on completely vacant land. Of the units on built-up sites,

47 percent of the units were constructed on dense slum sites and 42

percent were placed on partially vacant sites from which were removed,

however, a substantial number of substandard dwellings.

6. For housing built under the war amendment (Public Law 671)

to the Housing Act of 1937 less use was made of slum sites. While

79 percent of the units were placed on occupied sites but 27 percent

were put on dense slum sites as against 47 percent in the regular pro-

gram. The proportion of units on completely vacant land was 21

percent against 11 percent.

7. In the new program under the Housing Act of 1949 nearly 45

percent of the dwelling units under contract for assistance are to be

located on slum sites. Of the units already completed or under con-

struction 37 percent are on slum sites. This reflects the fact that

many local housing authorities wished to place their first projects on

1 Source: Public Housing Administration.
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vacant or sparsely built-up sites so that they could relocate families

from dense slum areas and build their subsequent projects in the slum

areas from which the families had been relocated.

8. It should be noted that the Housing Act of 1949 provides that

when public housing is built on a slum site or a site cleared under

Title I (urban redevelopment) the elimination requirement is satisfied

by virtue of removing the structures from that site.
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Exhibit 17

HOW THE PUBLIC HOUSING PROGRAM FOR LOW-INCOME FAMILIES

OPERATES AND ITS COST TO THE FEDERAL AND LOCAL GOVERN-

MENTS 1

1. The need for public housing for low-income families in each

locality is determined by the local housing authority (see Exhibit 6)

in conjunction with and subject to the approval of the local governing

body of the locality. It then makes application to the Federal Govern-

ment for financial assistance.

2. When a local housing authority demonstrates to the satisfaction

of the Federal Government that there is a need for the housing applied

for which is not being met by private enterprise, the Government

makes a preliminary loan to cover the cost of surveys and planning of

specific housing developments.

3. The local housing authority then selects sites for the developments

and has them appraised, has preliminary plans prepared by architects

and engineers selected by it, makes firm estimates of the cost of the

housing and its operation, and, so as to avoid any possibility of com-

petition with standard private housing, determines through study and

analysis of the private market, whether the maximum rents for admis-

sion to the proposed housing are at least 20 per centum below the lowest

rents at which private enterprise (through new construction and avail-

able existing structures) is providing a substantial supply of decent,

safe and sanitary housing toward meeting the need of an adequate

volume thereof.

4. Under the law, the local housing authority must obtain a co-

operation agreement from the local government. This agreement pro-

vides for payments in lieu of taxes of up to 10 percent of the shelter

rents of the housing (tax exemption has been provided under State

law and reviewed by the courts) and how the payment is to be dis-

tributed among taxing jurisdictions. It also provides for municipal

services to be furnished to the residents of the housing and for any

necessary street closings and off-site improvements in the same manner

and to the same degree as furnished to other citizens. When a city, for

example, makes a separate charge for supplying water or for collecting

garbage or trash, the local housing authority makes the same payments

that a private owner would make. Similarly, any off-site improve-

> Source: Public Housing Administration, Budget Branch. (Specific sources noted in text.)
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1 Source: Public Housing Administration, Budget Branch. (Spec1flc sources noted in text.) 
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inents not ordinarily furnished the private owners are paid for sepa-

rately by the local housing authority. The following is quoted from

the standard form of cooperation agreement in which the locality

agrees:

Pab. 5 (o) Furnish or cause to be furnished to the Local Authority and the

tenants of such Project public services and facilities of the same character and

to the same extent as are furnished from time to time without cost or charge to

other dwellings and inhabitants in the Municipality.

Par. 6 (6) It will accept necessary dedications of land for, and will grade,

improve, pave, and provide sidewalks for, all streets bounding such Project or

necessary to provide adequate access thereto (in consideration whereof the Local

Authority shall pay to the Municipality such amount as would be assessed

against the Project site for such work if such site were privately owned).

Par. 6 (c) It will provide, or cause to be provided, water mains, and storm

and sanitary sewer mains, leading to such Project and serving the bounding

streets thereof (in consideration whereof the Local Authority shall pay to the

Municipality such amount as would be assessed against the Project site for such

work if such site were privately owned).

5. After preliminary plans are completed and a cooperation agree-

ment is entered into, a local housing authority furnishes a develop-

ment program which contains all of the features of the specific pro-

posal. On the basis of these submissions, the Federal Government, if

it approves of the feasibility of the proposal and if it conforms to

the requirements of law and regulations, enters into a contract with

the local housing authority for financial assistance in the development

and operation of the housing.

6. The contract between the local housing authority and the Federal

Government provides that (1) the Federal Government will, if neces-

sary, lend funds for development of the housing up to 90 percent of

the cost and (2) will make annual contributions for a period not ex-

ceeding 40 years in an amount just sufficient to cover the difference

between expenses of operation, including debt service, and the rental

that low-income families can afford to pay up to a specified maximum.

The maximum federal annual contribution equals level debt service on

the development cost of the housing for a period not exceeding 40

years.

7. After the contract for assistance has been entered into with the

Federal Government the local housing authority proceeds to acquire

the site, prepare final plans and specifications and take competitive

bids from private contractors for construction.

8. Financing during the course of development is obtained through

short-term notes. The short-term borrowing may be from private

sources or from the Federal Government. Of the short-term borrow-

ing outstanding on September 30, 1953, on all public housing for

low-income families, over 77 percent was obtained from private

sources (see table attached to this exhibit).
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new program, actual payments have been about 75 percent of maxi-

mum. The larger payment on the new program is principally due to

the fact that capital costs are substantially higher, that the maximum

amortization period of the bonds has been reduced from 60 to 40 years,

and that the interest rate has increased.

13. It is estimated that with respect to all public housing for low-

income families which is completed or under construction by June 30,

1954 (including the authorization of 20,000 units for the current fiscal

year), annual contribution payments will average $79,700,000 per

year. Actual payments for fiscal 1954 are estimated at $43,300,000

and for 1955 at $69,100,000. Of the $79,700,000 average annual con-

tribution, approximately $14,100,000 will have an average of 42 years

to run and $65,600,000 will have about 39 years. At the end of the

period of amortization, the public housing developments belong to the

local housing authorities free and clear, to be operated in the localities

without further Federal assistance. At June 30, 1954, the maximum

Federal annual contribution pledged, if necessary, for all public hous-

ing for low-income families will be $113,100,000.

14. In forecasting the amount of actual contributions it was as-

sumed that contributions on housing developed under the old program

would move up from an average of about 41 percent of maximum to

55 percent This is in recognition of the fact that the principal ex-

perience thus far has been in a period of rapidly rising incomes in

which low-income families could pay a larger share of the economic

rent, that during a large part of the past period a portion of the hous-

ing was in temporary financing at lower interest rates, and that op-

erating costs will increase as the projects become older. It was es-

timated that for housing under the new program actual contributions

will amount to an average of 75 percent of maximum.

15. Annual contributions by local governments are the difference

between full taxes on the housing and the payments in lieu of taxes

made to the cities by the local housing authorities. Payments in lieu

of taxes were set in the Housing Act of 1949 at 10 percent of the

shelter rent of the housing.

16. With respect to public housing for low-income families com-

pleted by September 30, 1953, the full local taxes which would have

been levied against the public housing developments if they had been

privately owned were $33,600,000 for the year. The localities re-

ceived payments in lieu of taxes on this housing during the year in

the amount of $8,600,000, making the local contribution by way of tax

exemption, $25,000,000.

17. The following table summarizes the monthly economic cost

(that is cost without subsidy, exclusive of the loss through tax ex-

emption on local housing authority obligations which are discussed
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below) for public housing units which had been completed through

September 30, 1953. The table also shows how the economic cost was

met.

Amount per unit

Economic cost (with no subsidy) : per month

Operating expense $17. 20

Utilities included in rent 7. 43

Debt service 21.25

Full local taxes 10.03

Utilities not in rent 1.31

Total 57.22

How economic cost is met:

Tenant payments $34.65

Rent $33. 34

UtiUties not in rent 1. 31

Local contribution 7. 45

Full taxes 10. 03

Less: payments in lieu of taxes 2. 58

Federal contribution 14. 25

Other income . 87

Total 57.22

18. The above table shows the monthly economic cost for all units

completed on September 30, 1953. There is considerable difference,

however, between experience on housing built under the original pro-

gram of the Housing Act of 1937 and the very limited operating ex-

perience with housing built under the program of the Housing Act

of 1949. The annual contribution of the Federal Government under

the original program amounts to $5.70 per unit per month and under

the newer program, about $26.90. The difference between the two has

already been explained (see par. 12 above). It should be pointed out

that the Federal contribution of $26.90 per unit per month is only

slightly higher than the $24.50 which was estimated to the Congress

at the time of enactment of the Housing Act of 1949.

19. It could be considered that, in addition to the Federal annual

contribution, there is an indirect subsidy by virtue of the Federal tax

exemption of the bonds of local housing authorities. This type of

subsidy, however, is not restricted to bonds for public housing for low-

income families but is involved in any state or municipal bond issue

for local public improvements such as schools, streets and roads,

bridges, and water and sewer facilities. Without the feature of Fed-

eral tax exemption, the bonds of local authorities would sell at higher

interest rates and the Federal annual contributions would have to be

increased accordingly if the rents of the housing were to be kept

within the means of low-income families.
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20. Discussions have been held with representatives of the Federal

Reserve Board and the United States Treasury to ask their assistance

in measuring the tax loss on local authority obligations. It was agreed

that there is no way of determining precisely who holds the local

authority bonds nor what tax brackets the holders might be in. There

was further agreement that it would be reasonable to assume that the

characteristics of holders of local authority bonds are the same as

those who hold state and municipal bonds generally. It is believed

that the method described below gives a reasonable approximation of

the tax loss on local housing authority bonds.

21. The Treasury estimated in 1951 that the tax loss on tax-exempt

obligations of state and local governments was about $300,000,000.1 In

that year the total interest payments by state and local governments

on their obligations was $649,000,000.* The tax loss through Federal

tax exemption in 1951 was therefore about 45 percent of total interest

paid. (It should be noted that the top corporate tax is scheduled to

drop to 47 percent on April 1, 1954, which would reduce the tax loss

estimate.)

22. Of the $21.25 per unit per month debt service shown in the table

in Paragraph 17 above it is estimated that the interest payments on

the portion of the debt held by private investors was $9.30. Applying

the estimated tax loss of 45 percent to this figure gives a loss of about

$4.20 per unit per month for the current year. Of course, all of this

housing is in the earlier years of amortization when the proportion

of level debt service going to interest is high. If the interest were

averaged over the amortization period, the average tax loss through

tax exemption on all public housing for low-income families com-

pleted by September 30, 1953, would be $2.60 per unit per month.

23. There is a substantial difference in the figures on completed units

with respect to the original and the new program. The principal

reason for the difference is the much higher proportion of the bonds

in the program under the Housing Act of 1949 which is held by private

investors and the higher interest rates. Although the average tax loss

on all completed units is estimated at $2.60 per unit, it is estimated

that for units completed under the Housing Act of 1949 the average

tax loss will be about $4.90 per unit per month.

1 Source: Hearings before the Committee on Finance, D. S. Senate, 82d Cong., 1st sess.,

on H. R. 4473, page 107â��This estimate was at the proposed Treasury top corporate tax

rate of 88 percent although the rate actually established was about 82 percent. It Is also

reported by the Treasury that the estimate includes a small amount for loss on partial tax-

exempt Federal issues outstanding; the inclusion of this loss overstates somewhat the loss

on state and municipal obligations alone.

' Source: Bureau of the Census, Governments Division, Release G-GF82 No. 1, table 6,

p. 10.

314

PRESIDENT'S ADVISORY COMMITTEE ON HOUSING 

20. Discussions have been held with representatives of the Federal 
Reserve Board and the United States Treasury to ask their assistance 
in measuring the tax lo~ on local authority obligations. It was agreed 
that there is no way of determining precisely who holds the local 
authority bonds nor what tax brackets the holders might be in. There 
was further agreement that it would be reasonable to aa;ume that the 
characteristics of holders of local authority bonds are the same as 
those who hold state and municipal bonds generally. It is believed 
that the method described below gives a reasonable approximation of 
the tax loss on local housing autllority bonds. 

21. The Treasury estimated in 1951 that the tax loss on tax-exempt 
obligations of state and local governments was about $300,000,000.1 In 
that year the total interest payments by state and local governments 
on their obligations was $649,000,000.2 The tax loss through Federal 
tax exemption in 1951 was therefore about 45 percent of total interest 
paid. (It should be noted that the top corporate tax is scheduled to 
drop to 47 percent on April 1, 1954, which would reduce the tax loss 
estimate.) 

22. Of the $21.25 per unit per month debt service shown in the table 
in Paragraph 17 above it is estimated that the interest payments on 
the portion of the debt held by private investors was $9.30. Applying 
the estimated tax loss of 45 percent to this figure gives 8, loss of about 
$4.20 per unit per month for the current year. Of course, all of this 
housing is in the earlier years of amortization when the proportion 
of level debt service going to interest is high. If the interest were 
averaged over the amortization period, the average tax loss through 
tax exemption on all public housing for low-income families com
pleted by September 30, 1953, would be $2.60 per unit per month. 

23. There is a substantial difference in the figures on completed units 
with respect to the original and the new program. The principal 
reason for the difference is the much higher proportion of the bonds 
in the program under the Housing Act of 1949 which is held by private 
investors and the higher interest rates. Although the average tax loss 
on all completed units is estimated at $2.60 per unit, it is estimated 
that for units completed under the Housing Act of 1949 the average 
tax loss will be about $4.90 per unit per month. 

1 Source: HeartDJI before the Committee OD l'lnaDce, U. 8. SeDate, 82d Cone., lit Ie ••• , 
on B. R. 4473, page 107-Th18 estimate was at the propoeed Trea8U17 top corporate tax 
rate of ru~ percent although the rate actually establlshed wal about 152 percent. It II a180 
reported by the Treasur1 that the estimate Include8 a small amount tor 1018 on partial tn
exempt Federal Issues outstanding; the inclusion of this 1081 overstates somewhat the 10 •• 
on state and municipal obUgatlons alone. 

I Souee: Bureau of the CeDlUB, Governments Dlvlllon, Re1eue G-GI'II No.1, table I, 
p.l0. 

314 



APP. 3â��SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES

24. Federal administrative expenses of the public housing program

for low-income families cannot be viewed as a subsidy. It is, however,

a cost to the Federal Government of conducting the program and

seeing that it is administered in accordance with the law. The total

funds appropriated by the Congress for administering the public

housing program for low-income families since its inception in 1937

through June 30, 1953, were $30,240,900. The total administrative

expenses over this period were $71,686,461. The difference is due to

net interest income and other earnings. Total administrative ex-

penses since enactment of the Housing Act of 1949 have been as

follows:

Total administrative

Fiscal year: ewpemes

1950 $6, 284,600

1951 9, 744, 700

1952 9,320, 000

1953 8,158, 000

1954 (estimate) 6,950,000

25. The total administrative expenses include not only the cost of

administering the regular program for low-income families but also

operations under the war amendment (Public Law 671), a portion of

which involved direct Government construction. These expenses

cover administrative work done on development which to date has

involved about 575,000 units, with nearly 400,000 completed or under

construction and 175,000 in various stages of planning. The expenses

also cover continued supervision on occupied housing for compliance

as required by law.

STATUS OF LOCAL HOUSING AUTHORITY BORROWINGS AS OF

SEPT. 30, 1953

Housing Act

of 1949

Housing Act

of 1937

Total

Borrowings from sources outside PHA:

$651,070,190

792,654,635

$97,786,810

204,576,206

$748,857,000

Long term borrowings secured by pledge of annual con-

997, 230,841

1,443,724,825

302,363,016

1,746,087,841

Borrowings from PHA:

205,523,740

84,178,749

16,255,211

281,399,650

221,778,951

365,578,399

289,702,489

297,654,861

587,357,350

1,733,427,314

600,017,877

2,333, 445,191
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Exhibit 18

DEVELOPMENT COST PER UNIT OF ALL PUBLIC HOUSING PLACED

UNDER CONSTRUCTION BY LOCAL HOUSING AUTHORITIES UNDER

THE HOUSING ACT OF 1949, AS OF JUNE 30, 1953

Item

Total

North-

east

North

Central

South

West

Puerto

Ricoi

Total development cost-

Site acquisition -

Site improvement

Dwelling construction and equipment

(per room)

Nondwelling construction and equipment..

OtherÂ«-.-

$10,479

$12,107

$11,430

$9,551

$6,656

718

1,133

7,630

(1, 569)

208

780

438

937

1,250

8,861

(1,834)

215

844

501

577

1,172

8,652

(1, 763)

221

808

437

657

1,030

7,036

(1,441)

205

771

419

778

1,092

6,680

(1,368)

184

817

384

126

1,244

4,579

(954)

202

505

303

Contingency Â«

Total development cost (including contingency)

Number of rooms per dwelling unit

10, 913

4.86

12,608

4.83

11,867

4.91

10,118

4.88

9,935

4.88

6,959

4. SO

1 Includes Virgin Islands.

'"Other" includes architectural and engineering costs, carrying charges and, overhead during con-

struction.

â�¢ An allowance of about 4 percent is made for contingencies; what part of this ultimately will be used cannot

be determined now.

Note.â��Geographic divisions coincide almost exactly with those in Bureau of the Census definitions.

Source: Statistics Branch, Public Housing Administration.
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Exhibit 19

LEGISLATIVE HISTORY OF PROPOSALS TO REQUIRE LOCAL REFERENDA

ON PUBLIC HOUSING1

I. Federal

1. An amendment that would have required approval of Federally-

assisted projects by a referendum of the voters in the locality at a

general or special election was proposed by Senator Cain on behalf of

himself and Senator Bricker in the debates preceding the enactment

of the Housing Act of 1949 (Temp. Cong. Rec. April 19,1949, p. 4894).

It was defeated by a roll call vote of 55 to 21.

2. A similar proposal was made in S. 3410, 82d Congress, which died

in Committee. HHFA Administrator Foley in response to the Com-

mittee's request for comments on the proposal stated as follows:

The United States Housing Act (Â§15 (7) (a) and (b)) now requires that

the governing body of the city or town approve the application for preliminary

loans for surveys and planning, and also that no contract for Federal loans or

annual contributions may be made unless the governing body enters into a con-

tract providing for local cooperation between the city or town and the local

public housing authority in connection with the housing. In addition, the

United States Housing Act (| 10 (a)) provides that no contract for Federal

loans or grants may be made without an agreement by the governing body of the

locality that there will be elimination of substandard housing equivalent to the

new units to be constructed. These requirements in the present law make it im-

possible for Federally-aided low-rent housing to be undertaken in any com-

munity without its consent and approval.

* ******

Under present Federal legislation, the choice is left to the locality, so that

if it feels that the issue of approving a low-rent housing project is important

enough to warrant the expense and delay of a referendum, it may have such

a referendum. The proposed subsection 1(a) of S. 3410 would deprive the

locality of that discretion; would interfere with and indicate to the locality

how its governmental affairs should be run; and would saddle the locality

with the expense and delay of a special public vote on each low-rent housing

project whether the locality wanted such a vote or not. Instead of pro-

viding for "more local control," subsection (a) of the bill would thus actually

provide for less local control in housing matters.

II. State

3. Since 1949, a total of 46 bills have been offered in the legislatures

of 28 States, requiring some form of local referendum on public hous-

ing for low-income families. Of these 46 bills, 36 were defeated or

1 Source: Legal Division, Public Housing Administration.
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died in committee, 4 were passed but vetoed by the Governors, and 6

were enacted.

4. The reasons given by Governors for their refusal to approve are

found in the following veto messages:

Governor Patterson of Oregon, May 14,1953:

House Bill No. 470 provides that before a city or county shall acquire or

construct a housing project or a redevelopment project, it must be submitted

to the voters of the local unit and receive their approval. Irrespective of the

merits of public housing and redevelopment, this bill constitutes an invasion of

the home rule of our local governments. If the people of one community

want the right to vote upon these questions they can make their wants known

to their local representatives. If the people of another community want to

leave these matters to the determination of their local representatives, they

should have the right to do so. This is primarily a question for local control.

For this reason, I am returning this bill without my approval.

Governor Stevenson of Illinois, August 7,1951:

I herewith file in your office, without my approval, Senate Bill No. 50, entitled

"An Act to amend Sections 3 and 8 of the 'Housing Authorities Act,' approved

March 19, 1934, as amended, and to add Section 8a thereto." The adjournment

of the General Assembly having prevented the return of this Bill to the House

in which it originated within 10 days (Sundays excepted) after its presentation

to me, the same is filed in your office with my objections. I veto and withhold

my approval from this Bill for the following reasons:

This Bill provides that no new Housing Authority may be created nor may

a federally aided housing project be commenced or enlarged until approved

by a majority of the voters residing within the area of operation, except that

If the project is in Chicago the residents of a ward any part of which is within

2 miles of any part of such project can vote at the referendum.

It evidently is the legislative intent that, except in Chicago, all the voters

resident in the city, village, etc., shall be eligible to vote upon the question.

However, in Chicago the vote on such questions is on the basis of all precincts

in any ward, any part of which ward is within 2 miles of any part of such

proposed project or proposed enlargement of an existing project.

Thus, an individual who lives in a ward, a part of which is within 2 miles

of the project, is eligible to vote even though he may live 5 miles away from

the project, if the ward is sufficiently elongated to give him this tenuous hold

on suffrage. But another person living at the edge of a ward nearest to the

project, yet just in excess of 2 miles from the project, is ineligible to vote.

The Attorney General expresses grave doubt as to the validity of this bill

in view of the decisions of the Supreme Court that a class cannot be created by

arbitrary legislative declaration in order that it may be the recipient of special

and exclusive legislative favors.

This Bill would enable only a segment of the population of Chicago to vote,

while in other municipalities all the citizens are eligible. If all the people of

Chicago were to have a voice in a matter of concern to its entire citizenry, less

objection could be interposed to this prohibition of new projects or expansion of

existing ones. But reposing the veto power in only certain persons by accident

of residence in a particular locality would appear to be an unreasonable classi-

fication, particularly in the light of the legislature's pronouncements about the
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purposes of our housing legislation and the findings of the Supreme Court as

to the public's interest therein.

Entirely aside from constitutional objections, I am vetoing and withholding

my approval from Senate Bill No. 50, however, because in my opinion it is incom-

patible with our system of government by representatives; because it would

reverse our public policy on housing forged over the past two decades in Illinois;

and because it would impair the social and economic welfare of our communities

and our people.

This Bill would negate the principle of representative government by requiring

frequent referenda on detailed administrative matters, instead of on questions of

broad public policy. Responsibility for providing low-rent housing has been

assigned to local housing authorities, subject to controls vested in the Public

Housing Administration of the Federal Government, the State Housing Board,

where State aid is involved, and the local municipal governing body. No program

may go forward without the scrutiny and approval of the elected representatives

of the people. The referendum method provided in this Bill would substitute a

town hall meeting for representative government and is neither wise nor practical

on isolated issues, where the legislature has provided a system of checks and

balances. It would enable an interested minority to organize the opposition of

those who might be fearful of, or inconvenienced by a proposed housing project,

thereby blocking an improvement which would be beneficial to the entire

community.

Thia Bill would retard the construction of urgently needed homes. Bach new

project, each new plan, each new site would require a separate interpretation

to the voters. Experience has shown that every additional control affixed to the

administration of the program has been at the expense of the results.

If the principle of this Bill were sound, why should not we require a referendum

within 2 miles of each proposed new school in the city of Chicago before it could

be built? And should not the State then require a referendum within two miles

of any airport? Should the residents immediately adjacent to Congress Street

have to approve its construction? Should we require a referendum around each

particular area where a park is to be located? Should the surrounding neighbor-

hood vote on whether to have new police and fire stations, hospitals, street car

barns, a library, a tuberculosis sanitarium, a post office? Would the sponsors

of this principle want each neighborhood to vote on whether people from other

neighborhoods could use its parks and libraries?

It would be a dangerous doctrine to say that a public improvement which by

law and judicial interpretation is for a public purpose, is now of concern only

to the people in the immediate surrounding neighborhood. Who is to determine

where the limit of interest ends? If this theory were to prevail, why 2 miles?

Why, one might ask, should it not be one house, or one block, or 100 yards? To

what extent would the sponsors of this Bill carry the notion that public improve-

ments are only for the benefit, and therefore only the concern, of people in the

immediate vicinity. Moreover, if this type of legislation were to become law in

respect to low cost housing on what logical basis could the same right be with-

held from the residents of areas to be redeveloped by private enterprise?

This Bill would result, moreover, in a waste of the taxpayers' money. The local

housing authorities, receiving grants from the Federal, State, and city govern-

ments, would find their resources more and more depleted by the mass of admin-

istrative, legal and clerical detail of referenda at the expense of the primary

purpose which is to create sorely needed housing. Moreover, this cumbersome

procedure would take a double bite out of the taxpayers' pocketbook, since it
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where State aid is Involved, and the local municipal governing body. No program 
may go forward without the scrutiny and approval of the elected representatlves 
o~ the people. The referendum method provided J.n this Bill would substitute a 
town hall meeting for representative government and is neither wise nor practical 
on isolated issues, where the legislature has provided a system of checks and 
balances. It would enable an interested minority to organize the opposition of 
those who might be fearful of, or inconvenienced by a proposed housing project, 
thereby blockIng an improvement which would be beneficial to the entire 
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Thla Bill would retard the construction of urgently needed homes. Each new 
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to the voters. Experience has sbown that every additional control affixed to the 
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be built? And should not tbe State then require a referendum within two miles 
or any airport? Sbould the residents immediately adjacent to Congress Street 
Lave to approve its construction? Should we require a referendum around each 
particular area where a park is to be located? Should the surrounding neigbbor
hood vote on whether to have new pollce and fire stations, hospitals, street car 
barns, a library, a tuberculosis sanitarium, a post office? Would the sponsors 
of this principle want each neighborhood to vote on whether people from other 
neighborhoods could use its parks and libraries? 

It would be a dangerous doctrine to say that a public improvement which by 
law and judIcial interpretation 1s for a public purpose, is now of concern only 
to the people in the immediate surrounding neighborhood. Who is to determine 
where the limit of interest ends? If this theory were to prevail, why 2 miles? 
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what extent would the sponsors of this Bill carry the notion that public improve
ments are only for the benefit, and therefore only the concern, of people in the 
immedIate vicinIty. Moreover, if this type of legislation were to become law in 
respect to low cost housing on wbat logical basis could the same right be with
held from the residents of areas to be redeveloped by private enterprise? 

This Bill would result, moreover, in a waste of the taxpayers' money. The local 
housing autboritles, receiving grants from the Federal, State, and city govern
ments, would find their resources more and more depleted by the mass of admIn
istratIve, legal and clerical detail of referenda at the expense of the primary 
purpose which is to create sorely needed housing. Moreover, this cumbersome 
procedure would take a double bite out of the taxpayers' pocketbook, since it 
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would impose unnecessary expenses of operation on the housing authorities,

and unnecessary costs of referenda on the taxpayers.

Responsibility for low rent housing for families whose incomes are inadequate

to secure decent, safe, and sanitary housing has been the accepted public policy

of Illinois since 1934. This policy has become a part of the body of our law, re-

affirmed in a succession of statutes and Supreme Court decisions. And it is the

declared policy of the nation.

This Bill would reverse the long established public policy of Illinois and

would cripple the private slum clearance program. Federal aid, now available

to cities as an incentive to private redevelopment, is contingent upon the ability

of the cities to show a plan for the relocation of the families residing in the clear-

ance areas in "decent, safe and sanitary housing," within their rent-paying

ability. A substantial percentage of the families now living in blighted areas are

low income families. No alternative to public housing has yet been discovered

which will enable those families to be relocated in standard housing.

This Bill would deprive the taxpayers of Illinois of their share of federal

resources made available for the betterment of the communities. Funds avail-

able for slum clearance as well as for new housing for those quartered in sub-

standard accommodations would bypass Illinois, while the taxes of Illinois citi-

zens would continue to support such projects in numerous other States.

I think it unwise, indeed dangerous, to substitute government by referendum

for government by representation even in this limited area. Nor can I approve

such a transparent device to scuttle the low cost housing program and reverse

the long established public policy of the state.

Governor Stratton of Illinois, July 17, 1953:

I herewith file in your office Senate Bill No. 150, entitled, "An Act to amend

Sections 2, 3, 8, 9,17, 29, and 30 of the Housing Authorities Act, approved March

19,1934, as amended, and to add Section 8a thereto."

I veto and withhold my approval from this Bill. The adjournment of the

General Assembly having prevented the return of this Bill to the house in which

it originated within 10 days (Sundays excepted) after its presentation to me,

it is filed in your office with my objections, which are as follows:

The principal purpose of the amendments proposed by this Bill is to provide

that no housing authority may initiate a project, which is to be exempt from

general taxes or enlarge an existing or proposed project which is so to be exempt,

until the question of taking such action is submitted to the voters residing within

the area of operation of the authority, or, in case the area is entirely within the

boundaries of a municipality having more than 500,000 population, to the voters

in all precincts any part of which are within one mile of any part of the proposed

project or proposed enlargement of a project.

This Bill has been one of the most controversial at the session of the General

Assembly that has just come to a close.

On the one side it is argued that this Bill is in the best American tradition in

that it permits voters to decide whether a housing project as proposed shall be

carried to completion. It is asserted that the people living in the area, par-

ticularly those having homes or owning other property, are vitally affected in

their standard of living as well as in the value of their property by the construc-

tion of a public housing project. It is said that they should have the right to

determine what course the development of their area should take in the future.

That there is great force in these arguments cannot be denied.

On the other hand, it is urged that because of doubts that must always exist

as to the effect of a public housing project on property values, the probabilities
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of the defeat of a project are at all times great. The result would be an indirect

barrier to future public housing rather than a square facing of the issue of

whether extension of public housing should be continued.

It is also pointed out that in such an election on public housing there is

danger that citizens of the area may be divided into bitterly contesting factions,

and that racial and other prejudices may be stirred to great heights of passion

by the campaign preceding the election. It must be admitted that this point

of view is based on substantial reasoning.

Over a long period of time I have given serious thought to this billâ��even

before it was officially presented to me for approval or veto. The conclusion

which I have reached is that the Bill should be vetoed. To what has been said,

I add the following comments:

(A) The citizens of a municipality are represented by their City Council or

Board of Trustees and those in a county by the County Board. Such representa-

tives are elected by direct vote of the people. It is these public bodiesâ��the

Councils, the Board of Trustees, the County Boardsâ��which must make decisions

on public housing. The members of those Boards represent the entire com-

munity, so that, all people being represented, a proper and rational decision

should be possible of attainment.

(B) It is my feeling that the question of public housing for the future should

be directly faced and considered. Rather than have an indirect destruction

of public housing programs, it would be more candid if the problem were faced-

squarely and the legislative authorities would decide whether or not new

public housing projects should be initiated.

(C) There has been a change of administration in Washington which also,

through its agencies, plays a part in public housing. I am confident that sane

and constructive leadership in this field of public activity will come from the

new administration.

(D) In this session of the legislature, an important series of bills has been

enacted which will do much to accomplish slum prevention in the future. As

to areas that have already become slums, we do not want to place insur-

mountable obstacles in the way of their rehabilitation.

As I have indicated, this legislation has given me serious concern. I have

attempted conscientiously to weigh both points of view. The conclusion stated

in this veto message, I believe, is correct.

For these reasons, I veto and withhold my approval of Senate Bill No. 150.

We have been advised informally that the Governor of Indiana

does not issue a veto message but that Governor Strieker is reported

to have stated to a committee of the legislature that he vetoed the

bill because it represents a change from our republican form of gov-

ernment and because he was afraid that it would set a precedent for

referendums for all actions of local governing bodies.
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Exhibit 20

LOCAL ACCEPTANCE OF PROGRAMS OF PUBLIC HOUSING FOR LOW-

INCOME FAMILIES1

1. The law requires that before any financial assistance may be

granted local housing authorities by the Federal Government, their

applications must be approved by the local governing bodies of their

communities.

2. Local governing bodies of more than 1,100 localities have given

their approval to programs of public housing for low-income families.

In 24 cases local governing bodies have reversed approvals previously

given.

3. There have also been 78 local referenda on matters relating to

public housing of which the Public Housing Administration has

knowledge (it is possible that there have been other referenda about

which the PHA has no information). Of the 78 known referenda,

30 resulted in approval of the program of public housing for low-

income families and 48 resulted in disapproval. The issues in a num-

ber of referenda were not specifically on the approval or disapproval

of public housing as in the case of referenda on rezoning. However,

any referendum which did not permit public housing to proceed has

been counted as a disapproval in the above tabulation.

1 Source: Public Housing Administration.
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Exhibit 21

CONGRESSIONAL CONSIDERATION OF RENT CERTIFICATE PLANS IN

DEVELOPING LEGISLATION ON PUBLIC HOUSING FOR LOW-INCOME

FAMILIES*

The following is a record of consideration which was given by the

Congress, in the course of enacting housing legislation, to proposals

for rent certificates as a substitute for public housing for low-income

families.

I. What the Congress Was Asked to Consider

2. The record shows that over the period 1936 to 1949 a number

of witnesses appeared before various Congressional Committees ad-

vocating a plan of rent certificates as a substitute for public housing

for low-income families. The proponents of the plan have always

presented it in general terms on the order of the statement by the

National Association of Real Estate Boards quoted below. The

United States Chamber of Commerce advocated direct rent assistance

by local relief agencies in the hearings preceding the enactment of

the United States Housing Act of 1937, but presented no further

details of the operations of its plan.1 The United States Building

and Loan League similarly advocated the same principle without

details of its operation.2 The Home Builders Association of Metro-

politan Washington advocated what appeared to be a combination

of rent relief, government write-down of site cost and Federal tax

exemption but there were no details of operation.3

3. Although witnesses testified in general terms, the two following

published statements are illustrations of the principles of the rent

certificate plan and how it would operate.

4. The first of these was published by the National Association of

Real Estate Boards in 1943:

Public assistance should be given directly to families that cannot pay economic

rents. This assistance should be administered through local welfare boards

in the form of rent certificates adjusted to the needs and requirements of the

â�¢ Source : Legal Division, Public Housing Administration.

1 Hearings before the House Banking and Currency Committee, 75th Cong., 1st sess., on

H. R. 5033 and S. 1685, pp. 228 and 249.

â�¢ Ibid. pp. 178, 186, 217-8, 226 and 227.

Â» Hearings before the Subcommittee on Housing and Urban Redevelopment of the Special

Senate Committee on Post-War Economic Policy and Planning, 79th Cong., 1st sess., pur-

suant to S. Res. 102, conducted by Senator Taft (hereafter referred to as the Taft hear-

ings) at page 2095 ; and Hearings before a Subcommittee of the Senate Committee on the

District of Columbia, 78th Cong., 2d sess., on S. Res. 184 and S. 1699 conducted by Senator

Burton (hereinafter referred to as the Burton hearings) at page 1093.
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family. Such certificates must not be used to perpetuate slum conditions. A

program such as this will insure that housing assistance goes where it is needed

and only as long as it is needed. This is the straightforward American way

of handling the problem.'

5. The second was published by the Producers' Council5 in 1944.

This statement is the only one found which describes in detail what a

rent certificate plan is and how it might operate.

Rental supervision plan.â��The principal function of the board would be to

operate the Rental Supervision Plan in the community. Under this plan, the

board would undertake to find suitable rental accommodations for particular

relief families selected by the welfare agency of the local government. It would

(1) inspect the physical characteristics of properties and approve or reject them,

(2) examine the kinds and character of the services to be rendered by landlords

and approve or disapprove, (3) determine occupancy standards which indicate

the size, character, and composition of family which may properly occupy par-

ticular units, (4) establish the maximum rentals and service charges relief

families would be permitted to pay for particular units, (5) negotiate or assist

in the negotiation of leases between landlords and tenants, (6) supervise the

relations between landlords and tenants during the periods of occupancy under

the right of the community to examine the character of the services purchased

with public funds, and (7) engage in such other related activities as will assist

and protect relief families in expending rent relief funds to advantage.

Selection of families.â��The basic concept of the plan is to approach the hous-

ing problems of low-income groups in terms of actual families. It is an extension

of the present welfare relief process which provides rent monies to many of the

families.

Families qualified for housing assistance would be selected from among the

neediest in the community by individual case studies made by welfare workers.

First consideration would be given to those who are housed in the poorest manner

and least able to correct their housing condition. The quarters would be selected

in relation to the needs of the familiesâ��particular familiesâ��not by the rentals

they are able to pay. In other words, houses or flats will be selected for families,

not families for houses.

The system stresses the importance of rehabilitating families and depends for

its efficacy upon the remedies prescribed as a result of the individual familj

case studies and diagnoses.

The desirable policy to pursue would be to permit the assisted families to have

a reasonably free choice as to where they live and the kind of quarters they se-

lect among the approved facilities available. Every effort should be made to pre-

vent unnecessary colonization of relief families or to permit the system to operate

in any manner which even identifies which families are receiving public

assistance.

Selection of properties.â��The board would invite private owners to submit

properties for approval. The properties would be carefully inspected and an-

alyzed with respect to environing conditions, safety, health, physical layout,

condition, equipment, and all other pertinent characteristics. The board would

* Statement of policies adopted at the Second Realtors' War Conference at Cleveland,

Ohio, November 19, 1943, as reproduced In Headline!, vol. 10, No. 49, December 6, 1943.

Â« "Toward a Postwar Housing Program," August 1944, pp. 53 to 66. This publication

was described as a series of suggestions for study and discussion and did not represent the

official position of the Producers' Council.
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select and approve properties for occupancy by particular sizes and types of

families and would determine rentals and services. Owners would then be in

a position to offer their properties for rent to relief families or to refuse and with-

draw them from this particular rental market.

Approval would usually remain in effect for a period of one or two years from

the time a relief family takes occupancy. The board could insist upon the use

of a lease clearly setting out the terms and conditions of occupancy.

Renting Procedures.â��The local housing board would determine, for each

family, the amount of rent required to house the family properly and would

offer approved units of the proper size and character to the family. Neither the

landlords or the family would be required to accept any particular proposal, al-

though the relief family would not be permitted to live in unapproved quarters

while receiving rent assistance.

Amount of subsidy.â��Under the rental supervision plan the amount of the

subsidy consists of the difference between the rent paid to the landlord and the

amount toward rent paid by the family. Families whose incomes rise, after

admission as tenants, to an amount which is 3% times the rent of the quarters

they occupy would be required to pay the entire rent and would thereafter not

be receiving any assistance.

There are two methods by which the actual payment of rents may be accom-

plished. One method is to furnish the relief money directly to the family and

permit it to pay the full rent to the landlord. The other is to have the housing

board collect the relief family's share of the rent and pay the full rent to the

landlord. The first method prevents the landlord from knowing the extent of

the assistance the family receives. The second requires the board to collect

rents from the families and involves a direct accounting between the board and

the landlord.

II. Claims for and Objections to the Plan as Expressed by Witnesses

6. The benefits of the plan as stated by the proponents were that

ownership and operation of the housing would be left in the hands

of private enterprise; the rental subsidy would encourage rehabilita-

tion and construction in an otherwise unprofitable field and thereby

improve housing conditions for families of low income; it would in-

volve the least public expenditure of funds to accomplish the desired

result of providing decent housing for low-income families; the sub-

sidy would be strictly limited to an amount and for the period actually

needed; and the "relief" label would tend to discourage families from

wanting to continue to obtain assistance.8

7. Objections to the plan were that it would not produce additional

decent housing because there was no possibility of assurance of ade-

quate funds and a continuity of those funds7; that it was bound to

cost more than public housing because public housing can obtain much

cheaper financing, because profit and risk are eliminated in public

housing, because public housing remains, available for low-income

â�¢ No formal statement by the proponents of all the benefits claimed for the plan has been

found. The above represents a composite of statements and references from presentations

and discussions before Congressional Committees.

'Taft hearings, supra, pp. 1727-8.
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T·.'r.aft , hearings, su{)ra, pp. 17127-:-8. 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

families after the subsidy stops,8 and because the cost of supervision of

the rent certificate plan "to maintain a decent standard of housing"

would be "very heavy"; * that the degree of continuing supervision

required would "make the controls established under O. P. A. appear

like the gentle urgings of a Sunday School teacher";10 and that private

enterprise would never submit to the necessary regulations or it would

cease to be private enterprise.11 It was pointed out, in answer to the

claim that housing was no different from groceries, that bad groceries

are not put on the market and that there is no shortage of good gro-

ceries.12 Concern was expressed before the Burton Committee as to

what happens to the family and to the landlord when welfare funds

are cut.13 Eesentment on the part of the owners was cited as a result

of a determined effort made in Milwaukee to use the rent relief rolls

as a means of forcing housing improvement.14 New York Emergency

Eelief rent payments were cited as an example of the high cost and

perpetuation of slums. It was stated here that double-decker dumb-

bell flats that were 30 percent empty filled up and their values zoomed

and that "it has been said that the $30,000,000 annually given to tenants

for rent payments for these flats would have sufficed to clean up almost

half the city's slum and rehouse the occupants decently for 60 years."15

In both the Taft and Burton hearings, and in the 1936 hearings lead-

ing up to the enactment of the United States Housing Act, objections

were voiced, largely by representatives of social welfare agencies and

groups, that it would put the stigma of the "relief client" upon a very

great additional number of families, particularly Negroes as a class,16

and that it was a reversion to the undesirable "dole" and "relief in

kind" system.17 These representatives aleso voiced objections to han-

dling such cases on a case-by-case basis;18 and expressed their fears of

insufficient appropriation,19 and the virtual impossibility to prevent

misuse under actual conditions due to the fact that the families' needs

for some kind of shelter would, in all instances, be a stronger force on

the administering agency than the wish to maintain good building

standards.20

â�¢Ibid., pp. 1581-2.

â�¢Ibid., p. 1728.

Â»Ibid., p. 1729

a Ibid., pp. 1580-1.

"Ibid., pp. 1580 and 1727.

"Burton hearings, p. 1093.

u Ibid., p. 1095.

"Ibid., pp. 1093-4.

u Burton hearings, pp. 1116 and 1241; Hearings before the Senate Committee on Educa-

tion and Labor, 74th Cong., 2d sess., on S. 4424, p. 91.

" Burton hearings, pp. 1095 and 1241. Taft hearings, pp. 1308 and 2095.

" Hearings on S. 4424, footnote 16, supra, p. 239.

* Burton hearings, p. 1241.

Â»Ibid., p. 1241.
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required would "make the controls established under O. P. A. appear 
like the gentle urgings of a Sunday School teacher"; 10 and that private 
enterprise would never submit to the necessary regulations or it would 
cease to be private enterprise.11 It was pointed out, in answer to the 
claim that housing was no different from groceries, that bad groceries 
are not put on the market and that there is no shortage of good gro
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as a means of forcing housing improvement.14 New York Emergency 
Relief rent payments were cited as an example of the high cost and 
perpetuation of slums. It was stated here that double-decker dumb
bell flats lhat were 30 percent empty filled up and their values zoomed 
and that "it has been said that the $30,000,000 annually given to tenants 
for rent payments for these flats would have sufficed to clean up almost 
half the city's slum and rehouse the occupants decently for 60 years." 15 

In botll the Taft and Burton hearings, and in the 1936 hearings lead
ing up to the enactment of the United States Housing Act, objections 
were voiced, largely by representatives of social welfare agencies and 
groups, that it would put the stigma of the "relief client" upon a very 
great additional number of families, particularly Negroes as a class,18 
and that it was a reversion to the undesirable "dole" and "relief in 
kind" system.11 These representatives aleso voiced objections to han
dling such cases on a case-by-case basis; 18 and expressed their fears of 
insufficient appropriation,19 and the virtual impossibility to prevent 
misuse under actual conditions due to the fact that the families' needs 
for some kind of shelter would, in all instances, be a stronger force on 
the administering agency than the wish to maintain good building 
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I Ibid., pp. 1581-2. 
• Ibid., p. 1728. 
10 Ibid., p. 1729 
11 Ibid., pp. 1580-1. 
12 Ibid., pp. 1580 and 1727. 
I. Burton hearings, p. 1098. 
U Ibid., p. 1095. 
115 Ibid., pp. t 093-4. 
tt Burton hearings, pp. 1116 and 1241; Hearings before the Senate Committee on Educa-

tion and Labor, 74th Cong., 2d sess., on S. 4424, p. 91. 
11 Burton hearings, pp. 1095 and 1241. Taft hearings, pp. 1308 and 2095. 
;18 Hearings on S. 4424, footnote 16, supra, p. 239. 
,. Burton hearings, p. 1241. 
• Ibid., p. 1241. 
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8. The objections were summarized in the Taft hearings,21 as follows:

(1) A large number of individuals would be added to the rolls of relief agencies,

(a) Millions of persons who need improved housing, including many who

are otherwise financially independent, would be forced to accept rent relief

through welfare agencies in order to pay rents sufficient to obtain housing

which meets a minimum standard as defined by the respective municipalities.

(6) There would be many complex difficulties in establishing and main-

taining the eligibility requirements governing assistance in the form of rent

certificates.

(2) Local administration of the plan would be costly and complicated.

(a) Recurrent inspection of dwellings scattered throughout the city,

record-keeping, income checks, investigations for millions of families living

in substandard housing would involve a vast expenditure of public funds.

(B) Local welfare agencies would be able to cope with the administrative

problems of this plan only if provided with largely increased appropriations

for additional staff and facilities.

(c) Local welfare agencies would be forced to engage in the granting of

relief in kind, a practice that is now being given up as unsound welfare

policy.

(3) The rent certificate plan would be more costly to the taxpayers than the

existing public housing program.

(a) The rentals of private housing meeting a minimum standard are

about $15 per month in excess of the unsubsidized rents of public housing.

Therefore, the rent certificate plan of assistance would necessitate a very

great increase in subsidy if the same standards are to be met.

(6) Public subsidy to low-income families to enable them to obtain ade-

quate housing would continue. The burden of an increased subsidy, how-

ever, would fall on the taxpayers who support local welfare agencies. There

is question as to whether sufficient funds would be allocated to welfare

agencies for such a program.

(4) A needed new supply of low-rent housing would not be provided.

(a) The present program of rent allotments by welfare agencies often

results in the housing of welfare clients in slum housing.

(&) The rent certificate plan would not provide the means for the con-

struction of low-rent housing.

(o) Unless the supply of new low-rent housing is increased, progress can-

not be made toward solving the problem of providing adequate housing for

all families of low income.

(5) Substandard housing would not be eliminated.

(a) Even with the increased rents paid under the rent certificate plan, the

improvement of blighted neighborhoods would not be assured, and there is

no positive provision for the redevelopment of the slums.

(6) Localities would need improved housing codes and methods of en-

forcement. The facts are that few localities have adequate housing codes

and enforcement experience. It is unreasonable to expect that the housing

regulation activities of cities can suddenly be vastly improved and ex-

"Taft bearings, pp. 1727-8. The statement was approved by the executive committees

of the Family Welfare Association of America, the American Public Welfare Association,

and the American Association of Social Workers and by the National Committee of Housing

Associations and the Board of Governors of the National Association of Housing Officials.
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panded. Vigorous enforcement of adequate bousing regulations would result

almost immediately in a shortage of housing accommodations. In all areas

where the percentage of vacancies of low-rental housing is low, excessive

rents would prevail unless effective rent control were established; otherwise,

public funds would be paid to the owners of substandard buildings, thus

subsidizing and perpetuating poor housing and blighted areas.

III. Congressional Consideration and Action

9. Although rent certificate plans have been proposed to Congress

on numerous occasions since 1936, there has been no favorable action by

any Committee or by either the House or Senate.

10. The plan was considered in the hearings in 1936 and 1937 lead-

ing up to the enactment of the United States Housing Act.22 The

Committee on Education and Labor concluded in its final reports on

both bills23 that:

The committee is convinced that in dealing with the housing of families of low

income, systematic low-rent housing should be substituted for relief. This pro-

cedure will be cheaper for the Government, more beneficial to business, and

infinitely more desirable to those of our citizens who are now living in slums and

blighted areas, both in urban and rural parts of the country.

11. It was discussed at length during the course of the Taft Com-

mittee hearings on Housing and Urban Redevelopment.24 That Com-

mittee rejected the plan in its final Report, stating its reasons as

follows:

It has been argued before the subcommittee that such families should be

assisted by rent certificates just as grocery stamps have been furnished to needy

families. The number of families entitled to rent certificates upon any such

basis would be infinitely larger than those requiring other relief. It is not at all

certain that such a plan would bring about improvement in the bad housing

accommodations that now exist. In fact, the scheme might work to maintain

the profitability of slum areas and, consequently, to retard their elimination.

It would certainly require a detailed regulation of private rental quarters both

as to condition and rent.

While rejecting the proposal of rent relief as a solution for the housing diffi-

culties of all low-income families, the subcommittee recognizes that rent relief

will to some extent have to be given to families in special conditions of poverty

or sickness that cannot even pay the rents for public housing."

Â° Hearings on S. 4424, footnote 16, eupra, pp. 91, 145, 148, 189, 200, 212, and 239; and

Hearings on H. R. 5033 and S. 1685, footnote 1, supra, pp. 178-79, 226, 228, and 249.

*Â» S. Rep. 2160 on S. 4424, 74th Cong., 2d sess., p. 7 ; and S. Rep. No. 933 on S. 1685,

75th Cong., 2d sess., at page 8.

Â» Taft hearings, footnote 3, supra, pp. 1307-8, 15S0, 1726-36, 2016, 2086, 2095, and 2173.

M Report on Postwar Housing by the Subcommittee on Housing and Urban Redevelopment,

August 1, 1945, 79th Cong., 1st Bess, on S. Res. 33, p. 6.
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It has been argued before the subcommittee that such families should be 
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basis would be infinitely larger than those requiring other relief. It is not at all 
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the profitabllity of slum areas and, consequently, to retard their elimination. 
It would certainly require a detailed regulation of private rental quarters both 
as to condition and rent. 
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,. S. Rep. 2160 on S. 4424, 74th Cong., 2d sess., p. 7; and S. Rep. No. 933 on S. 1685, 
75th Cong., 2d sess., at page & 

'" Taft hearings, footnote 8, supra, pp. 1807-8, H580, 1726.-36, 2016, 2088, 2095, and 2178. 
II Report on Postwar Housing by the Subcommittee on Housing and Urban Redevelopment, 

August 1, 1945, 79th Cong., 1st sess. on S. Res. 83, p. 6. 
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12. The plan was discussed again in 1946 and 1949 on the floor of

the Senate in the debates leading up to the enactment of the Housing

Act of 1949.26 No arguments were advanced in favor of the plan on

the floor. Senator Ellender opposed it because it would "most likely

prove more expensive to the taxpayer" and because "wherever some

such method has been tried in the past it has tended to result not in

the subsidization of existing decent housing but in the actual subsidi-

zation of slum dwellings."2T Senator Taft opposed it because:

The issuance of rent certificates would not insure the building of new houses

or getting rid of slums * * * [it] simply would enable the landlords to obtain

more money, and no one would build any new houses or any new rental housing

in the hope that when built, there would be a sufficient number of people with

rent certificates to rent it. So it seems to us that the rent certificate plan would

not in any way accomplish the purpose. Furthermore it would be more expensive.

It would cover more people but it would be more expensive because everyone

whose income was less than a certain amount would be entitled to an equal

division of the rent certificate."

Later in the same discussion Senator Taft stated:

Mr. President, I merely wish to say that another substitute which was pro-

posed for the present public-housing subsidy was to subsidize private housing.

The difficulty with that is that it requires an indefinite amount of Government

regulation, and I do not believe that the people who build private housing are

willing to submit to that kind of regulation. Furthermore, while it could be

done, it would cost more in actual cash outlay than the public-housing subsidy

costs, for the reason that the public-housing subsidy covers not only what we

pay, but also the cost of exemption from local taxation. A private institution

is usually unable to obtain such exemption, and also the private institution

is not able to sell its securities on the same basis as that on which municipal

corporations are able to sell their securities.

So the actual outlay to the Federal Government, if we try to subsidize private

housing in a way exactly parallel and similar to the way we subsidize public

housing which is being subsidized, would be considerably greater than the outlay

for the present subsidy.

So it did not seem to us that that would be very practical, nor did we find any

private operators who were willing to build housing for low-income families on a

subsidized basis, with all the controls and Government regulations which would

necessarily be involvedâ��for instance, supervision in connection with the selec-

tion of tenants, and so forthâ��regulations and controls which are necessary or

are now imposed by the public authority.

So I do not know. I have not been able to find any method of providing low-

rent housing for families wholly unable to pay the costs of private housing, except

the method we now continue in the pending bill, for housing at the rate of 125,000

units a year for 4 years."

Â« Debate on S. 1592, Temp. Cong. Rec. April 11, 1948, pp. SS61-2, SB88, and 8689 ; and

debate on S. 866, April 20, 1949, p. 4714.

" Debate on S. 1592, supra, p. 8062.

*>Ibid., p. 3588.

Â»Ibid., p. 8589.
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the Senate in the debates leading up to the enactment of the Housing 
Act of 1949.26 No arguments were advanced in favor of the plan on 
the floor. Senator Ellender opposed it because it would "most likely 
prove more expensive to the taxpayer" and becaUBe "wherever some 
such method has been tried in tIle past it has tended to result not in 
the subsidization of existing decent housing but in the actual subsidi
zation of slum dwellings." 21 Senator Taft opposed it because: 

The issuance of rent certificates would not insure the building of new houses 
or getting rid of slums • • • [it] simply would enable the landlords to obtain 
more money, and no one would build any new houses or any new rental housing 
in the hope that when built, there would be a su1llcient number of people with 
rent certificates to rent it. So it seems to us that the rent certificate plan would 
not In any way accompllsh the purpose. Furthermore it would be more expensive. 
It would cover more people but it would be more expensive because everyone 
whose income was less than a certain amount would be entitled to an equal 
division of the rent certificate.1I 

Later in tIle same discussion Senator Taft stated: 
Mr. President, I merely wish to say that another substitute which was pro

posed for the present public-housing subsidy was to subsidize private housing. 
The difficulty ,vith that is that it requires an indefinite amount of Government 
regulation, and I do not believe that the people who build private housing are 
willing to submit to that kind of regulation. Furthermore, while it could be 
done, it would cost more in actual cash outlay than the pubUc-housing subsidy 
costs, for the reason that the public-housing subsidy covers not only what we 
pay, but also the cost of exemption from local taxation. A private institution 
is usually unable to obtain such exemption, and also the private institution 
Is not able to sell its securities on the same basis as that on which municipal 
corporations are able to sell their securities. 

So the actual outlay to the Federal Government, if we try to subsidize private 
housing in a way exactly parallel and similar to the way we subsidize public 
housing which is being subsidized, would be considerably greater than the outlay 
for the present subsidy. 

So it did not seem to us that that would be very practical, nor did we find any 
private operators who were willing to build housing for low-income families on a 
subsidized basis, with all the controls and Government regulations which would 
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• Debate on S. 1592, Temp. Cone. Rec. Aprll 11, 1948, pp. 3561-2, 8tS88, and 8589; and 
debate on S. 866, Aprll 20, 194-9, p. 4714. 

IT Debate on S. 1592, supra, p. 8562. 
18 Ibid., p. 3588. 
,. Ibid., p. SCi89. 
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13. Senator Taf t repeated his opposition in the debates in 1948 on

the same grounds stating:

Can we solve the problem simply by paying tenants a sufficient amount to enable

them to pay their rent, if they receive a very low income or no income at all?

The general answer is that that will not solve the problem. There are still slum

areas, and in all probability we shall not improve them. The persons who own

them will simply receive larger rents. They may put the housing in better con-

dition, but no one will build a new home on the chance that 10 years from today

someone may not be receiving relief. We do not know whether it will work.

We do not know how well relief tenants will be aided. We do not know whether

the State will give them relief. "

14. Eent certificate proposals were also considered with respect to

local application in the District of Columbia in the hearings conducted

by Senator Burton in 1944,31 and in the hearings before the Sub-

committee on the Judiciary of the House Committee on the District of

Columbia later in the same year,32 with no resulting comment by the

Committees.

- Debate on S. 866, footnote 26, supra.

â�  Barton hearings, footnote 3, supra, pp. 1092-6, 1116-7, and 1240-6.

Â» Hearings on H. B. 4819, 4847, and 4850 on the Elimination of Alley Dwellings, 78th

Cong., 2d sess., pp. 305-8.
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13. Senator Taft repeated his opposition in the debates in 1948 on 
the same grounds stating: 

Can we solve the problem simply by paying tenants a su1Dcient amount to enable 
them to pay their rent, if they receive a very low income or no income at all? 
The general answer is that that will not solve the problem. There are still slum 
areas, and in all probability we shall not improve them. The persons who own 
them will simply receive larger rents. They may put the housing in better con
dition, but no one will build a new home on the chance that 10 years from tod!lY 
someone may not be receiving relief. We do not know whether it will work. 
We do not know how well relief tenants will be aided. We do not know whether 
the State will give them relief. 10 

14. Rent certificate proposals were also considered with respect to 
local application in the District of Columbia in the hearings conducted 
by Senator Burton in 1944,31 and in the hearings before the Sub
committee on the Judiciary of the House Committee on the District of 
Columbia later in the same year,32 with no resulting comment by the 
Committees. 

• Debate on S. 886, footnote 26, supra. 
81 Burton hearings, footnote 3, supra, pp. 1092-6, 1116-7, and 1240-6. 
• Hearings on H. B. 4819, 484:7, and 4850 on the Elimination of Alley Dwellings, 78th 

Cong., 2d Bell., pp. 305-8. 
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Exhibit 22

FEDERAL GOVERNMENT FARM HOUSING PROGRAMS1

The Housing Act of 1949

The Housing Act of 1949 implicitly recognized that in general the

house and the farm are inseparable both legally and economically.

Hence, the Secretary of Agriculture was given the responsibility for

farm housing; the Administrator of the Housing and Home Finance

Agency for rural nonfarm and urban housing. Farms were denned

for this purpose as parcels of land that constitute a single operating

unit on which agricultural products worth $400 or more at 1944 price

quotations are or can be produced. Thus despite price fluctuations of

farm products a given parcel would remain under one jurisdiction.

The Secretary of Agriculture was authorized by the Housing Act

of 1949 to undertake education, technical services, research, loans, and

grants for the betterment of farm housing and farm building.

Education and technical services.â��The Act strengthened existing

educational programs and uniquely authorized on-site direct technical

guidance to individual farmers. "Building plans, construction super-

vision and inspection, and advice and information regarding farm

dwellings * * *" were specifically mentioned. In practice, however,

this phase of the Act has received little financial support. It cannot

be said to have been used except in isolated localities and for a limited

time.

Research.â��Though he already had and used similar authority

granted by previous legislation, the Secretary was authorized to con-

duct research and technical studies with a view to reducing the cost

of construction. Economic research in this field has been largely

discontinued. Technological research continues, though primarily

under other laws.

Financial aids.â��Loans and grants are authorized under the Act.

Loans may only be made to owners of farms that lack "decent, safe,

and sanitary dwellings" for owner-occupants, resident farm labor,

tenants, lessees, or sharecroppers. An applicant for a loan must show

"that he is without sufficient resources to provide the necessary hous-

ing * * * on his own account." The borrower must show that "he is

unable to secure the credit necessary for such housing and buildings

from other sources upon terms and conditions which he could reason-

1 Source : Study by staff members of Housing and Home Finance Agency.
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Financial aids.-Loans and grants are authorized under the Act. 
Loans may only be made to owners of farms that lack "decent, safe, 
and sanitary dwellings" for owner-occupants, resident farm labor, 
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ably be expected to fulfill." Through June 30,1953, more than 17,000

individuals had received aid under this program. Obligated loans

and grants (mainly the former) totaled nearly 83 million dollars.

A farm owner having an "adequate" farm with sufficient income

from farming or other sources and sufficient equity or other security,

may borrow the full cost of improvements. The term may not exceed

33 years. A twenty-year term is quite common. Interest is 4 percent.

The security may be whatever the borrower has in his farm, together

with such additional security as the Secretary may require. Each

borrower must agree in advance that he will endeavor to refinance the

loan whenever possible "upon reasonable terms and conditions." The

Act also provides a moratorium on these and other types of Housing

Act loans for as long as the Secretary deems necessary "upon a show-

ing by the borrower that due to circumstances beyond his control, he

is unable to continue making payments * * * without impairing his

standard of living." In event of foreclosure there may be no deficiency

judgment if the borrower "shall have faithfully tried to meet his

obligations."

A farm owner having a "potentially adequate" farm which can be

sufficiently improved within 5 years to carry the loan and provide a

reasonable standard of living may borrow under terms similar to those

just described. In the case of the "potentially adequate farms" during

the first 5-year period within which the influence of farm improve-

ments is expected to materialize, interest and half the principal pay-

ment may be waived in any year or years in which payments cannot

be met. In order to accomplish the expected improvements in connec-

tion with such loans, funds may be advanced for the purchase of addi-

tional land or for the development and improvement of the inadequate

farm. Because of limited funds and the number of applications for

assistance on adequate farms, loans are not now being made in connec-

tion with inadequate farms.

Other special loans and grants are authorized, though in practice

little employed, to provide farmers who have neither "adequate" nor

"potentially adequate" farms with such things as "repairing roofs,

providing toilet facilities, providing a convenient and sanitary water

supply, supplying screens, repairing or providing structural supports,

or making other similar repairs and improvements." Such loans

were authorized where necessary to remove hazards to the health

of the applicant or community or to make the buildings safe. Assist-

ance may be in the form of loans or grants or a combination thereof.

A loan or a combined loan and grant may not exceed $1,000 and a

grant or the grant-portion of a combination loan-grant may not exceed

$500.
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Other Department of Agriculture Programs

Numerous other programs of the Department of Agriculture have

contributed directly to the betterment of farm housing. The cooper-

ative Extension Service founded in 1914 whereby the Department,

land-grant colleges, and county governments share responsibility helps

to promote improved housing by conferences with farmers, distribu-

tion of house plans, demonstrations, etc. According to estimates in

1952, the Extension Service assisted more than 43,000 families with

construction of new dwellings and nearly 106,000 with remodeling.

The farm ownership and development loans of the Farmers Home

Administration frequently include funds that are used for repair,

modernization, or construction of farm houses. For example, in fiscal

year 1952, of about 18.8 million dollars loaned, more than 2.9 million

were used for improvement or construction of dwellings. Perhaps

as many as 1,800 dwellings benefited. In the same year, 10.7 million

dollars of insured loans included 1.2 million for about 900 houses.

The Federal Farm Loan Act of 1916 established a nationwide sys-

tem of Federal land banks which now are completely farmer-owned.

Included in the purposes for which loans may be made is the provi-

sion of buildings. Though data are lacking to indicate the quan-

titative importance of loans for housing, informed sources indicate

that this is a significant figure.

The Rural Electrification Administration created in 1935 has been

largely instrumental, through a system of farmer-owned coopera-

tives, of extending electrical service until now, about 91 percent of all

farms are electrified compared with 11 percent eighteen years ago.

It now is helping to add numerous telephones as another home con-

venience for farm families.

Farm housing research, conducted under a variety of laws by Bu-

reaus of the Agricultural Research Administration, is directed toward

the design and planning of more livable farm homes. Studies of fam-

ily needs and preferences and standards for household equipment are

currently stressed.

Programs of the Housing and Home Finance Agency

Under section 203 (d) of the National Housing Act, the Federal

Housing Administration is authorized to insure any mortgage which

covers a farm upon which a farmhouse or other farm buildings are

to be constructed or repaired and which meets the other basic eligibil-

ity requirements of section 203. The construction and repairs to be

undertaken on such farm must involve the expenditure for materials

and labor of an amount not less than 15 percent of the total principal

obligation of the mortgage. Very few mortgages have been insured
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under this provision, and the Housing and Home Finance Adminis-

trator has received a proposal from FHA that the authority to insure

mortgages on farms as such be terminated.

The Federal Housing Administration insures mortgages and port-

folios with improvement loans some proceeds of which are thought

to be for farmhouses.

The predecessors of the Public Housing Administration at one

time undertook farm housing and subsistence homestead projects on

a small scale but such programs were discontinued.

The Housing Act of 1950 transferred 39 farm labor camps origi-

nally developed and operated by the Department of Agriculture to

the Public Housing Administration. The law directed the PHA to

operate the camps as low-rent public housing, principally for agricul-

tural workers and to dispose of them to local agencies.

The 39 farm labor camps were located in 8 States and had ac-

commodations for approximately 9, 360 families or single persons who

could be housed in cottages and apartments individually equipped

with modern sanitary facilities or housed in one-room shelters and

tents served by sanitary facilities in separate utility buildings.

As of September 30, 1953, 36 of these projects with approximately

8,560 units were under purchase and sale contracts with local housing

authorities pending the execution of Administration Contracts and

Quitclaim Deeds transferring title of the projects to the respective

local authorities. One project, consisting of 302 units, was under

lease with a local authority; one project, consisting of 196 units, was

directly operated by the PHA; and one project, consisting of 295 units,

had been terminated and demolition authorized since the accommoda-

tions were no longer needed in the particular location.

Programs of Other Agencies

A substantial number of loans made or guaranteed by the Veterans

Administration are used at least partly for farmhouses.
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Exhibit 23

TEXT OF LETTER SENT BY SUBCOMMITTEE ON HOUSING FOR LOW-

INCOME FAMILIES TO 76 ORGANIZATIONS AND 21 FEDERAL AND

LOCAL HOUSING OFFICIALS AND FORMER HOUSING OFFICIALS, RE-

QUESTING THEIR RECOMMENDATIONS ON A HOUSING PROGRAM

FOR LOW-INCOME FAMILIES

As you know the President has appointed an Advisory Committee

on Government Housing Policies and Programs which has been di-

rected to "* * * make, or cause to be made studies and surveys of the

housing policies and programs of the Government and the organization

within the Executive Branch for the administration of such policies

and programs. * * *" In appointing the Committee, the President

said, "I have every expectation that such a review will develop for me

a series of recommendations which will clearly identify the proper

role of the Federal Government in the field and outline more economi-

cal and effective means for improving the housing conditions of our

people."

To facilitate the work of the Advisory Committee various Sub-

committees have been appointed, among them the Subcommittee on

Housing for Low-Income Families. The members of this Subcom-

mittee are: Bruce Savage, President, Bruce Savage Co., Realtors, In-

dianapolis, Ind.; James Thimmes, Vice President of Congress of

Industrial Organizations and Chairman of CIO Housing Committee,

Washington, D. C.; Paul B. Williams, architect, Los Angeles, Calif.;

Ben H. Wooten, President, First National Bank, Dallas, Tex.; and the

undersigned, Director, Cleveland Metropolitan Housing Authority.

For the purposes of its study the Subcommittee is considering "low-

income families" as those families who cannot afford to rent or pur-

chase the private housing of acceptable standards, either new or exist-

ing, which is being made available in their communities.

In arriving at its conclusions, the Subcommittee would like to have

the benefit of your thinking because of your experience as a housing

official and your continued interest in housing problems.

[In the letter to organizations, the above paragraph read as follows:

In arriving at its conclusions, the Subcommittee would like to have

the benefit of the thinking and experience of organizations such as

yours which are concerned with the problem of providing decent hous-

ing within the means of families of low income.]
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We would appreciate having your recommendations and comments

in as specific a form as possible. We would like you to consider the

present Government-aided housing program for low-income families

as contained in the Housing Act of 1949, in terms of its effectiveness,

modification, expansion or curtailment, and any additional or alter-

native programs in which you feel the Government should partici-

pate. Your recommendations will be helpful to the Subcommittee if

they are supported by facts and indicate clearly and specifically hove

they will meet the needs of low-income families.

Since our report must be completed within a very short time, we

would appreciate a reply at your very earliest convenience so that we

can give your recommendations the thought and study they deserve.

[In the letter to organizations, a reply was requested by a specified

date.] Please address your replies to Ernest J. Bohn, Chairman, Sub-

committee on Housing for Low-Income Families, Attention: Milton

B. Davis, Executive Secretary, Housing and Home Finance Agency,

Room 410, Normandy Building, Washington 25, D. C.

Yours very truly,

Ernest J. Bohn,

Chairman, Subcommittee on Housing for Low-Income Families.
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Exhibit 24

SEVENTY-SIX ORGANIZATIONS AND TWENTY-ONE FEDERAL AND

LOCAL HOUSING OFFICIALS AND FORMER HOUSING OFFICIALS TO

WHOM LETTER WAS SENT BY SUBCOMMITTEE REQUESTING REC-

OMMENDATIONS ON HOUSING PROGRAM FOR LOW-INCOME

FAMILIES

(An asterisk (*) indicates that a reply was received. A few of the replies

merely indicated that further information would be sent in at a later date.)

Organizations

*1. National Association of Home Builders.

*2. National Savings & Loan League.

*3. Mortgage Bankers Association of America.

*4. Chamber of Commerce of the United Statesâ��(Construction and

Civic Development Department).

*5. Institute of Life Insurance.

*6. American Bankers Associationâ��(Savings and Mortgage

Division).

7. American Life Convention.

8. Structural Clay Products Institute.

*9. National Association of Real Estate Boards.

*10. United States Savings & Loan League.

*11. The Producers' Council, Inc.

12. National Apartment Owners' Association.

*13. National Association of Mutual Savings Banks.

*14. National Retail Lumber Dealers Association.

*15. The Associated General Contractors of America, Inc.

*16. American Council on Human Rights.

*17. American Federation of Labor.

*18. Congress of Industrial Organizations.

*19. American Municipal Association.

20. General Dept. of United Church Womenâ��(Christian Social

Relations).

*21. American Council on Education.

*22. National Federation of Settlements and Neighborhood Centers.

23. National Jewish Welfare Board.

*24. Child Welfare League of America.

25. Congregational Christian Churchesâ��(Council for Social Ac-

tion) .
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*26. Co-operative League of the United States.

*27. Presbyterian Church in the USAâ�� (Department of Social Edu-

cation and Action).

*28. American Association of Social Workers.

29. National Council of Negro Women.

*30. National Housing Conference.

*31. National Urban Leagueâ��(Department of Housing Activities.)

32. B'nai B'rithâ��(Americanism and Civic Affairs).

33. Family Service Association of America.

*34. National Lutheran Council.

*35. Methodist Churchâ��(Department of Christian Social Rela-

tionsâ��Women's Division).

*36. National Board of the Y. W. C. A.

*37. National Conference of Catholic Charities.

*38. National Council of Catholic Women.

*39. National Council of Jewish Women.

*40. American Home Economics Association.

*41. National Congress of Parents and Teachers.

42. Jewish War Veterans of the United States.

*43. National Association of Housing Officials.

*44. National Committee Against Discrimination in Housing.

*45. National Congress of Colored Parents and Teachers.

*46. National Council of Churchesâ��(Department of Social Wel-

fare) .

*47. United States Conference of Mayors.

48. American Society of Planning Officials.

*49. American Association of University Women.

*50. American Public Welfare Association.

*51. International Association of Machinists.

52. General Federation of Women's Clubs.

*53. American Veterans of World War II.

*54. American Legion.

*55. National Association for the Advancement of Colored People.

56. National League for Nursing.

*57. National Social Welfare Assembly.

*58. National Institute of Municipal Law Officers.

*59. National Education Association of United States.

*60. American Veterans Committee.

*61. Disabled American Veterans.

*62. Veterans of Foreign Wars.

*63. Council of Jewish Federations and Welfare Funds, Inc.

*64. National Tuberculosis Association.

*65. Citizens' Planning and Housing Association of Baltimore.

*66. The Better Housing League of Cincinnati.
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*67. Citizens' Housing and Planning Council of New York, Inc.

*68. Pittsburgh Housing Association.

*69. Community Service Societyâ��(Committee on Housing).

*70. Housing Association of Metropolitan Boston.

*71. Metropolitan Housing and Planning Councilâ��Chicago.

*72. Philadelphia Housing Association.

*73. Washington Housing Association.

*74. American Institute of Architects.

*75. Urban Land Institute.

76. National Catholic Welfare Conferenceâ��(Department of Social

Action).

Housing Officials and Former Housing Officials

â�¢1. Mr. Leon Keyserling. *13. Mr. Nathan Straus.

2. Mr. David Krooth. *14. Mr. Charles Abrams.

3. Mr. John T. Egan. *15. Mrs. Catherine Bauer Wur-

*4. Mr. Raymond M. Foley. ster.

*5. Mr. Charles F. Palmer. *16. Mr. Herbert Emmerich.

*6. Mr. John B. Blandford, Jr. *17. Mr. John Ihlder.

7. Mr. Coleman Woodbury. 18. Mr. Ferd Kramer.

*8. Mr. Miles Colean. 19. Honorable Edward S. Wein-

*9. Mr. Philip M. Klutznick. feld.

*10. Mr. Dillon S.Myer. *20. Mr. Herman T. Stichman.

11. Mr. Wilson Wyatt. *21. Alderman Robert Merriam.

*12. Mr. John M. Carmody.

The Subcommittee received a large volume of correspondence, from

both organizations and individuals, in addition to the replies to its

letter noted above. All letters are a part of the permanent file of the

Subcommittee.

339

APP. 3-SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES 

*67. Citizens' Housing and Planning Council of N ew York, Inc. 
*68. Pittsburgh Housing Association. 
*69. Community Service Society-(.Committee on Housing). 
*70. Housing Association of l\Ietropolitan Boston. 
*71. Metropolitan Housing and Planning Council-Chicago. 
*72. Philadelphia Housing Association. 
*73. Washington Housing Association. 
*74. American Institute of Architects. 
*75. Urban Land Institute. 
76. National Catholic Welfare Conference-(Department of Social 

Action). 

Housing Officials and Former Housing Officials 

·1. Mr. Leon Keyserling. 
2. Mr. David Krooth. 
3. Mr. John T. Egan. 

·4. Mr. Raymond M. Foley. 
*5. Mr. Charles F. Palmer. 
·6. Mr. John B. Blandford, Jr. 
7. Mr. Coleman Woodbury. 

*8. Mr. Miles Colean. 
*9. Mr. Philip M. Klutznick. 

·10. Mr. Dillon S. Myer. 
11. Mr. Wilson Wyatt. 

·12. Mr. JohnM. Carmody. 

*13. Mr. Nathan Straus. 
*14. Mr. Charles Abrams. 
·15. Mrs. Catherine Bauer Wur

ster. 
·16. Mr. Herbert Emmerich. 
·17. Mr. John Ihlder. 
18. Mr. Ferd Kramer. 
19. Honorable Edward S. Wein

feld. 
*20. Mr. Herman T. Stichman. 
*21. Alderman Robert Merriam. 

The Subcommittee received a large volume of correspondence, from 
both organizations and individuals, in addition to the replies to its 
letter noted above. All letters are a part of the permanent file of the 
Subcommittee. 

339 



O"~'MI from 
U~N[RSITY Of MIt HIGAN 



APPENDIX 4

Report of the

Subcommittee on Housing Credit Facilities

December 3, 1953

GEORGE L. BLISS, Chairman

A. R. GARDNER

RICHARD G. HUGHES

NORMAN P. MASON

AKSEL NIELSEN

ROBERT B. PATRICK

DAVE LOWERY, Executive Secretary

341

APPENDIX 4 

Report of the 

Subcommittee on Housing Credit Facilities 

. December 3, 1953 

GEORGE L. BLISS, Cha;"""" 
A. R. GARDNER 
RICHARD G. HUGHES 
NORMAN P. MASON 
AKSEL NIELSEN 
ROBERT B. PATRICK 



PRESIDENT'S ADVISORY COMMITTEE ON HOUSING

December 3, 1953.

Mr. Albert M. Cole,

Chairman, President's Advisory Committee on

Government Housing Policies and Programs,

Washington, D. C.

Dear Mr. Chairman : We are pleased to submit to you herewith the

report of the Subcommittee on Housing Credit Facilities.

We wish to express to you our appreciation for the confidence you

reposed in us in naming us to this Subcommittee.

Sincerely yours,

George L. Bliss, Chairman

A. G. Gardner

Richard G. Hughes

Norman P. Mason

Aksel Nielsen

Robert B. Patrick
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REPORT OF THE

SUBCOMMITTEE ON HOUSING CREDIT FACILITIES

Meetings of this Subcommittee have been held on the following

dates: September 30, October 5-6, October 14r-15, November 2-3,

November 16, November 29-30.

In order to secure as much background as possible with respect to

government fiscal policy, the coordination or lack of coordination

among the several agencies whose operations affect housing credit, and

the aims, objectives, and problems confronting such agencies, the Sub-

committee had the constructive advantage of listening to the follow-

ing witnesses:

Mr. Guy E. Noyes, Assistant Director, Division of Research and

Statistics, Board of Governors of the Federal Reserve System.

Mr. J. Stanley Baughman, President of the Federal National Mort-

gage Association.

Dr. Gabriel Hauge of the White House Staff.

Mr. Walter W. McAllister, Chairman of the Home Loan Bank

Board.

Mr. Everett Smith, Fiscal Agent for the Federal Home Loan

Banks.

Mr. T. B. King, Assistant Deputy Administrator for Loan Guar-

anty of the Veterans Administration, and Mr. T. J. Sweeney and

Mr. J. M. Dervan, also of the Veterans Administration.

Mr. Burton C. Bovard, General Counsel, Federal Housing Ad-

ministration.

Dr. R. J. Saulnier, Consultant to the Council of Economic Advisers.

Mr. Joseph P. McMurray of the Staff of the Senate Banking and

Currency Committee.

Mr. Orman S. Fink of the Staff of the House Banking and Cur-

rency Committee.

Dr. Winfield W. Riefler, Assistant to the Chairman, Board of

Governors of the Federal Reserve System.

SOURCES OF MORTGAGE CREDIT

The importance of housing credit in the economy is indicated by

the following comparative statistics of mortgages for $20,000 or less

recorded annually, and of the outstanding mortgage debt on one- to

four-family homes:

282780â��54 23 343
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[Millions of dollars]

Mortgages

recorded

Indicated

repayments

Net

increase

Outstanding

borne mort-

gages at

year end

Year

and

refinancing

1929 -

â�¢ 6,184

Â«3,625

3,507

4,606

11,828

16,179

16,405

18.018

19,500

4,176

3,347

2,935

4,494

7,593

8,603

9,605

11,735

12,700

1,008

18,912

1934

2-78

16,630

1939

672

16,337

1944 _

112

17,947

1949..

4,235

37,496

1950

7,676

45,072

1961

6,800

51, 872

1952

6.283

58,155

19531

6,800

64,955

â�  Estimated.

Note.â��Mortgage recordings of $20,000 or less Include an unknown minor amount of mortgages on non-

residential properties. Therefore, the derived repayments and refinancing figures shown also are rough

estimates with regard to home mortgage debt repayments.

Source: Home Loan Bank Board.

The following table shows the major classifications of investors in

mortgage loans on 1- to 4-family homes at December 31, 1952, and

the net changes in their holdings during the preceding 12 months:

Millions of dollars]

Home mort-

gages held at

Dec. 31,1952

Net Increase

during year

1952

Savings and loan associations

Life Insurance companies.

Commercial banks and trust companies

Mutual savings banks..

Federal National Mortgage Association.

Individuals and miscellaneous

Total

17,590

11,800

11,250

6,180

2,210

9,125

2,789

986

975

849

392

292

58,155

6,283

Source: Home Loan Bank Board.

As the foregoing figures reveal, the principal source of long-term

home-mortgage loans is the long-term savings of the people, invested

by them in savings accounts or time deposits in the banks and sav-

ings and loan associations, and in life insurance policies. In the

aggregate, this group provides more than 80 percent of the volume of

funds for the mortgage financing of 1- to 4-family homes. While

equally comprehensive figures are not available with respect to the

financing of multifamily properties, it appears from the information

which is available that this same group of lenders also hold about 80

percent of the $11 billion estimated mortgage debt outstanding on

multifamily housing as of the end of 1952.1

â�¢The estimate of $11 billion, prepared by the Housing Finance Branch, HHFA Division

of Housing Research, added to the HLBB estimate of $58 billion outstanding for 1- to 4-

famlly properties, makes for an estimated total of $69 billion outstanding on nonfarm

residential properties.
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[Millions of dollars] 

Year 

1929 _________________________________ . _____________ _ 
1934 _______________________________________________ _ 
1939 ______________________________ - ________________ _ 
1944 _______________________________ - _______________ _ 
1949 _______________________________________________ _ 
1950 _____________________________ - ________ - - -- _____ _ 
1961 _______________________________________________ _ 
1952 _______________________________________________ _ 
1963 1 ______________________________________________ _ 

• Estimated. 

Indicated 
~ortaage8 repa~ents 

r> and 
recorded refinancing 

15,184 
13,625 

3,507 
4, 606 

11.828 
16, 179 
16, 405 
18, 018 
19,500 

4, 176 
3,347 
2,935 
4,494 
7,593 
8,603 
9,605 

11.735 
12,700 

Net 
increase 

1,008 
2!T8 
572 
112 

4. 235 
7,576 
6,800 
6,283 
6,800 

Outstanding 
bome mort

gages at 
yearend 

18, 912 
15,630 
16,337 
17,947 
37,496 
45,072 
51,872 
58, 155 
64,956 

NOTll:.-~ortgage recordings of $20,000 or less include an unknown minor amount of mortgages on non
residential properties. Therefore, the derived repayments and refinancing figures shown alsO are rough 
estimates with regard to home mortgage debt repayments. 

Source: Home Loan Bank Board. 

The following table shows the major classifications of investors in 
mortgage loans on 1- to 4-family homes at December 31, 1952, and 
the net changes in their holdings during the preceding 12 months: 

Millions of dollars] 

Savings and loan assoclations _______________________________________________ _ 
Life insurance companies ___________________________________________________ . 
Commercial banks and trust companies ____________________________________ _ 
Mutual savings banks ______________________________________________________ _ 
Federal National ~:fortgage Association _____________________________________ _ 
IndIviduals and miscellaneous ______________________________________________ _ 

Total _________________________________________________________________ _ 

Source: nome Loan Bank Board. 

Home mort- Net increase 
gages held at during year 
])ec.31,1952 1952 

1---'-

2,789 
986 
975 
849 
392 
292 

6,283 

As the foregoing figures reveal, the principal source of long-term 
home-mortgage loans is the long-term savings of the people, invested 
by them in savings accounts or time deposits in the banks and sav
ings and loan associations, and in life insurance policies. In the 
aggregate, this group provides more than 80 percent of the volume of 
funds for the mortgage financing of 1- to 4-family homes. While 
equally comprehensive figures are not available with respect to the 
financing of nlultiful11ily properties, it appears from the information 
which is available that this same group of lenders also hold about 80 
percent of the $11 billion estimated mortgage debt outstanding on 
Inultifamily housing as of the end of 1952.1 

1 The estimate of $11 bllUon, prepared by the Housing Finanee Braneh, HHFA DIvision 
of Housing Researeh, added to the HLBB estimate of $58 billion outstanding for 1- to 4-
famny properties, makes for an estimated total of $69 bUllon outstanding OD nonfarm 
residential properties. 
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At the end of World War II, the country was faced with a sub-

stantial shortage of housing, due to the drastic curtailment of home

construction during the four war years. In the years since 1948, new

dwelling units have been started at a rate of more than a million per

year. The relation between the net increase in the holdings of mort-

gages on one- to four-family homes by the savings and loan associ-

ations, mutual savings banks, commercial banks, and life insurance

companies and the net increase in their aggregate savings volume

during the period from 1946 through 1952 is shown in the following

table:

Net Increase

Net Increase

in long-term

in home loans

savings in

held by

Column 3 as

percent of

column 2

Year

â�¢0:

savings

institutions

institutions

savings

Millions of dollars

IMS

9,386

6,490

6,447

5,658

5,694

7,885

12,405

3,836

4,501

4,477

3,410

6,882

5,922

5,599

40.9

1947

69.4

1948

82.2

1949

60.3

1960 - -

120.9

1951

76.1

1862

46.1

Source: Home Loan Bank Board.

While the making or purchase of mortgage loans is an important

investment activity of the financial institutions that provide what has

been shown to constitute the source of more than 80 percent of all

home mortgage credit, it is not their only field of investment. Sub-

ject to varying provisions of the laws under which they operate, such

institutions may invest in bonds of the Federal Government, of the

State governments, of municipal governments, and, in many cases, of

industrial corporations, public utilities, transportation companies, etc.

Since such financial institutions are under the competitive necessity

of providing the highest possible return to those who entrust their

hard-earned savings to them, each prospective investment is, likewise,

in competition with other available investments. Thus it is that funds

from the savings institutions will flow into mortgage loans most readily

when they provide a rate of return that is competitive with other

available forms of investment.

The operation of this principle is well demonstrated by an analysis

of the annual net change in the holdings of different types of invest-

ment assets of life insurance companies, mutual savings banks, and

savings and loan associations during the years 1946 to 1952, shown

in the table below. These annual net changes in different types of

investments resulted not only from the tendency of funds to flow into
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5,447 
6.658 
5. 694 
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12,405 

3,836 
4, 501 
4, 477 
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6,922 
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40.9 
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While the making or purchase of mortgage loans is an important 
investment activity of the financial institutions that provide what has 
been shown to constitute the source of more than 80 percent of all 
home mortgage credit, it is not their only field of investment. Sub
ject to varying provisions of the laws under which they operate, such 
institutions may invest in bonds of the Federal Government, of the 
State governments, of municipal governments, and, in many cases, of 
industrial corporations, public utilities, transportation companies, etc. 
Since such financial institutions are under the competitive necessity 
of providing the highest possible return to those who entrust their 
hard-earned savings to them, each prospective investment is, likewise, 
jn competition with other available investments. Thus it is that funds 
from the savings institutions will flow into mortgage loans most readily 
wIlen they provide a rate of return that is competitive with other 
available forms of investment. 

The operation of this principle is well demonstrated by an analysis 
of the annual net change in the holdings of different types of invest
ment assets of life insurance companies, mutual savings banks, and 
savings and loan associations during the years 1946 to 1952, shown 
in the table below. These annual net changes in different types of 
investments resulted not only from the tendency of funds to flow into 
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higher yield investments but also from other factors, such as the desire

for a balanced investment portfolio, a period of real estate credit con-

trols, and pressure to finance defense production capacity expansion.

However, these influences notwithstanding, the tendency of invest-

ment funds to be directed toward higher yield investments is reflected

in the following table:

[Billions of dollars]

United

States

Govern-

ment

bonds

Mortgages

Year

Other

bonds

Stocks

Cash

Miscel-

laneous

Total

Total

family

1-4

Otheri

1946-

1.7

-1.7

-4.1

-1.6

-2.4

-3.3

-.9

1.8

3.4

8.2

3.2

2.1

3.2

3.7

0.2

.1

2.5

3.6

4.3

4.3

6.8

6.8

6.4

2.1

2.8

3.5

2.8

5.3

5.1

4.6

0.4

.8

.8

1.5

1.5

1.7

1.8

0.3

.3

.1

.2

.2

.3

.2

0.1

.5

.4

.3

.4

.6

.8

6.6

1947

6.2

1948

.~3~

5.9

W49

6.7

7.5

1980

.4

.1

.2

1961 --

7.7

1952

10.4

1 Includes mortgages on multifamily housing, commercial, industrial and farm properties.

Note.â��Figures are not shown where annual net change was less than $50 million. Figures on changes

In stock investments of mutual savings banks for years prior to 1952 are not available, but are considered

negligible, based on known historical data, and have been counted as zero In deriving the "miscellaneous"

Item obtained by subtraction of other items from total.

Source: HLBB, Source Book, 1953; Institute of Life Insurance, Life Insurance Fact Book, 1952, and

Life Insurance News Data, current issues; National Association of Mutual Savings Banks, Mutual Savings

Banking, February Issues, 1946-52.

Despite the fact that the volume of mortgages of $20,000 or less

recorded in 1952 was at an all-time high (with an even higher rate

shown in 1953 to date), and even though net additions to savings

balances in savings institutions, banks and life insurance companies

were at a peacetime high in 1952, there is an obvious inadequacy of

funds for certain types of home-mortgage financing in various parts

of the country. This is due to these reasons: (1) in the areas of

greatest growth, the volume of local savings historically lags behind

population growth, and (2) the ceiling interest rates on mortgage

loans insured by the Federal Housing Administration or partially

guaranteed or insured by the Veterans Administration under the pro-

visions of the Servicemen's Eeadjustment Act have not been com-

petitive at times with the rates of return on alternative forms of in-

vestment available to the financial institutions which, under normal

conditions, are the source of four-fifths of the home-mortgage credit.

ADJUSTMENT OF INTEREST RATES TO MARKET CONDITIONS

While this condition prevails, there are bound to be localities with

a shortage of local capital for mortgage loans, and there is inadequate

inducement for funds to flow into these localities from other areas.

If interest rates on FHA-insured and VA-guaranteed loans were al-

lowed to rise and fall to meet the changes that occur in the investment
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higher yield investments but also from other factors, such as the desire 
for a balanced investment portfolio, a period of real estate credit con
trols, and pressure to finance defense production capacity expansion. 
-However, these influences notwithstanding, the tendency of invest
ment funds to be directed toward higher yield investments is reflected 
in the following table: 

[Billions of dollars] 

United Mortgages 
States Other Mfscel-Year Govern- bonds Stocks Cash laneous Total 
ment Total 1-4 Other I bonds famlly 

------
19(6 __ -___________________ - I 

1.7 1.8 0.2 2.5 2.1 0.4 0.3 0.1 6.6 1947 _______________________ -1.7 3.4 .1 3.6 2.8 .8 .3 .5 6.2 1948 _______________________ 
-4.1 5.2 4.3 3.5 .8 .1 .4 5.9 !.MD _______________________ -1.6 3.2 .3 4.3 2.8 1.5 .2 .3 6.7 J.9S) ______________________ 
-2.4 2.1 .4 6.8 5.3 1.5 .2 .4 7.S IOSI _______________________ -3.3 3.2 .1 6.8 5.1 1.7 .3 .6 7.7 IGS2 _______________________ -.9 3.7 .2 6.4 4.6 1.8 .2 .8 10.4 
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In stock investments of mutual savings banks for years prior to 1952 are not available, but are considered 
uegltgtble. based on known historical data, and have been counted as zero in deriving the "mJsoellaneous'P 
Item obtained by subtraction of other items from total. 

Bouroe: HLBB, Source Book, 1953; Institute of Life Insurance, Life Insurance Fact Book, 1952, and 
Life Insurance News Data, current Issues; National Association of Mutual Savings Banks, Mutual Savings 
Banking, February Issues, 1946-52. 

Despite the fact that the volume of mortgages of $20,000 or less 
recorded in 1952 was at an all-time high (with an even higher rate 
shown in 1953 to date), and even though net additions to savings 
balances in savings institutions, banks and life insurance companies 
were at a peacetime high in 1952, there is an obvious inadequacy of 
funds for certain types of home-mortgage financing in various parts 
of the country. This is due to these reasons: (1) in the areas of 
greatest growth, the volume of local savings historically lags behind 
population growth, and (2) the ceiling interest rates on mortgage 
loans insured by the Federal Housing Administration or partially 
guaranteed or insured by the Veterans Administration under the pro
visions of the Servicemen's Readjustment Act have not been com
petitive at times with the rates of return on alternative forms of in
vestment available to the financial institutions which, under normal 
conditions, are the source of four-fifths of the home-mortgage credit. 

ADJUSTMENT OF INTEREST RATES TO MARKET CONDITIONS 

While this condition prevails, there are bound to be localities with 
a shortage of local capital for mortgage loans, and there is inadequate 
inducement for funds to flow into these localities from other areas. 
If interest rates on FHA-insured and VA-guaranteed loans were al
iowed to rise and fall to meet the changes that occur in the investment 
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market, home owners would benefit as follows: (1) persons seeking

loans to buy, build or maintain their homes would find funds more

readily and generally available, and (2) the discounts on newly placed

mortgages would be substantially eliminated, so that there would be

no liidden costs and borrowers would know what they are paying for

their loans.

It is the opinion of this Subcommittee that the most effective method

of accomplishing such an objective is to place in a committee of tech-

nically-informed public officials the responsibility for a continuing

review of the money market and for establishing a flexibility in the

allowable rates on FHA-insured and VA-guaranteed loans. This

will make it possible for interest rates to be at levels that will en-

courage home mortgage investments on the part of those financial

institutions holding long-term savings. It will also facilitate the

flow of such funds from the areas of more plentiful supply to those

of greater need.

Recommendation No. 1:

That the necessary legislation be enacted to create a committee which

shall be empowered and directed to review constantly the demand

and supply of funds for home mortgages in all parts of the country

and, from time to time, to confirm or revise, by majority vote, (a) the

maximum rates of interest that may be charged on mortgage loans

insured by the Federal Housing Administration or partially guar-

anteed or insured by the Veterans Administration (but which rates

may not exceed by more than 2Vi percentage points the current

average yield on all outstanding marketable obligations of the United

States Government having a remaining maturity of fifteen or more

years; (b) the charges that may be made for the expense of originat-

ing mortgages insured by the Federal Housing Administration or

partially guaranteed or insured by the Veterans Administration;

and (c) the rate of interest on debentures issued by the Federal

Housing Administration in settlement of foreclosure claims to be set

at the time the note is insured, at a rate not higher than the current

average yield on all outstanding marketable obligations of the United

States Government having a remaining maturity of 15 or more years.

The Subcommittee further recommends: That such committee shall

consist of (1) the Administrator of the Housing and Home Finance

Agency (who shall be chairman), (2) the Chairman of the Home

Loan Bank Board, (3) the Commissioner of the Federal Housing

Administration, (4) the Assistant Deputy Administrator for Loan

Guaranty of the Veterans Administration, (5) the Chairman of the

Board of Governors of the Federal Reserve System, and (6) the

Secretary of the Treasury.
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SECONDARY MORTGAGE MARKET FACILITY

The unevenness and imperfections in the distribution of funds for

mortgage financing that have been noted above have resulted in

widespread discussion of the desirability of establishing what has been

termed a secondary mortgage market facility to replace the

Government-owned and financed Federal National Mortgage Asso-

ciation.

Several of the proposals that have been made to accomplish this

are designed to attract funds from other sources than the major

savings institutions. After a comprehensive study of this subject

and the several specific proposals, the Subcommittee is of the opinion

that there is little chance of attracting funds in substantial volume

as a result of these plans. There are but two basic types of investable

funds: Short-term funds, represented in the demand deposits of the

commercial banks or held in cash for liquidity purposes, and long-

term savings, which, as previously noted, are found primarily in

savings accounts or time deposits in banks and savings and loan asso-

ciations, and in life insurance companies. The volume of such funds

as at December 31, 1952, was distributed as follows:

Short -term funds: UilUont of dollars

Money in circulation 30, 433

Demand deposits * 99, 793

Total 130,226

Long-term savings:

Life insurance companies 62,000

Time deposits in commercial banks 39,300

Mutual savings banks 22,600

Savings and loan associations 19,200

Postal savings deposits 2,650

United States savings bonds 49,300

Private corporate trusteed pension funds 10,000

Total 205,050

1 Demand deposits of individuals, partnerships and corporations in commercial banks.

Sources: Federal Reserve Bulletin ; HLBB ; Dr. Roger F. Murray, Vice President, Bankers

Trust Company.

The problem, then, is to devise a method by which the peaks and

valleys can be levelled out, a more even flow of funds can be provided,

and the funds that are available be more evenly distributed and more

sensitive to the demands for them. This is accomplished in two ways:

(1) by the development of local depositories for the savings of the

people, in order to achieve the maximum effectiveness from the local

employment of savings capital, and (2) by encouraging the financial
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institutions engaged in mortgage lending to operate on a nationwide

basis.

To increase the effectiveness of the local thrift institutions, the

Federal Home Loan Bank System was established in 1932. Its serv-

ices to its member institutions, principally in providing central credit

machinery for institutional borrowing on mortgage loans, have ma-

terially aided their operations. As in the case of the Federal Keserve

Banks in their relations with the commercial banks, the Federal Home

Loan Banks are member-owned and operate without expense to the

Federal government.

It is the opinion of this Subcommittee that a secondary mortgage

market facility through purchasing and participating in FHA-insured

and VA-guaranteed loans can level out the peaks and valleys in re-

mote areas of the mortgage market, and relieve much of the mortgage

financing problem of home buyers in these remote areas.

To achieve this end, the Subcommittee believes that the following

principles and objectives must be observed:

1. Such a secondary mortgage market facility should be privately

financed and should operate without expense to the Federal

Government.

2. Its operations should be sufficiently sound from an economic

point of view as to permit the sale of its obligations in the private

market under favorable terms. Such debentures would not be

guaranteed by the Federal Government.

3. It should take the form of a quasi-public corporation, operated

under the direction and supervision of a board of directors, appointed

by the President, and so constituted as to be in a position to prevent

its being subject to pressures not consistent with its objectives.

4. With due recognition of the fact that a substantial volume of

funds for mortgage lending can be found only in long-term savings,

it should be the primary objective of the corporation to facilitate the

flow of mortgage funds to areas where needed.

5. To that end, and in order to prevent efforts to use its facilities

to create a primary market instead of a secondary market, the corpora-

tion should purchase mortgages only on the basis of imposing an auto-

matic deterrent on those using its facilities.

6. Mortgages should be purchased by the corporation with the objec-

tive of selling them to mortgage investors in other areas, and only

those mortgages should be purchased which are believed by the man-

agement of the corporation to have marketability under normal

conditions.

7. A reasonable financial participation should be required of the

of the financial institutions that would use its facilities.
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It is the opinion of this Subcommittee that it is feasible to establish &&&

a secondary mortgage market facility on the foregoing principles and P1^0

that best assurance of success would be had if substantial use were F^

made of existing facilities and experience already in the Federal

Home Loan Bank System. It believes that funds, experience and

facilities can be provided from that source that will prove of im-

measurable benefit to the new Corporation, which, nevertheless, would

be an independent corporate entity separate and distinct from the

Federal Home Loan Banks, but operated under the supervision of a

common Board, as was the case with the Home Owners Loan

Corporation.

Recommendation No. 2:

That legislation be enacted to create the National Mortgage Mar-

keting Corporation, with the power to purchase and sell mortgages

or participations therein on residential properties, for the purpose of

facilitating the flow of mortgage funds into areas and sound pro-

grams where needed, and to assist in maintaining a balance between

the supply and demand of funds for mortgage lending. Such legis-

lation should contain the following provisions:

(1) To provide an initial capital of $50,000,000, the Corpora-

tion would open its books for subscription to its capital stock

by companies and financial institutions eligible to do business

with it for a period of ninety days, at the end of which time the

Federal Home Loan Banks would enter a subscription for the

remaining amount unsubscribed.

(2) Companies and financial institutions eligible to do business

with the Corporation would be supervised banks, savings and

loan associations and insurance companies, and mortgage com-

panies having a minimum capital of $100,000.

(3) Initially, the type of mortgages eligible for purchase by the

Corporation would be mortgages on residential properties, if

insured by the Federal Housing Administration or partially

guaranteed or insured by the Veterans Administration under

the provisions of the Servicemen's Readjustment Act.

(4) Institutions selling mortgages to the Corporation would be

required to own stock in the Corporation in an amount not

more than 4 percent of the unpaid balance of mortgages so sold

for so long as such mortgages remain the property of the

Corporation.

(5) The Corporation would be empowered to purchase mort-

gages in its discretion and at such price, in each instance, as it

deems appropriate and to sell mortgages owned by it in its
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discretion and at such price, in each instance, as it deems appro-

priate. It would also be empowered to purchase or to sell

participations in qualified mortgages.

(6) For the servicing of mortgages while owned by it, the Cor-

poration would be empowered to enter into contracts with its

member institutions or with other local servicing agencies, at

its discretion.

(7) The Corporation would have the power to issue its de-

bentures in an amount not exceeding twelve times its capital

and surplus, which obligations would be sold in the open

market. Such issuance would be subject to the approval of the

Secretary of the Treasury.

(8) The Corporation would have the customary powers of

quasi-public corporations, and would be exempt from Federal

and state taxation, but not from local real estate taxes on

property owned.

(9) The Corporation would be required to carry to a reserve

for losses at least 10 percent of its annual net earnings, until

such reserve equals 50 percent of its paid-in capital, and there-

after to carry at least 5 percent of its annual net earnings to

such reserve.

(10) By appropriate amendments to pertinent statutes, member-

ship in the Corporation and the right to invest in its stock

would be authorized to national banks and federal savings and

loan associations.

(11) Obligations of the Corporation would be made a legal in-

vestment for trust and public funds, the investment of which

are subject to Federal statute.

(12) Stock subscribed for by the Federal Home Loan Banks

would be retired at par, plus cumulative dividends at the rate

of 4 percent per annum to be paid on such stock (and on stock

held by those entering initial subscriptions during the ninety-

day period established for initial subscriptions), by the applica-

tion of an amount not less than one-half of the Corporation's

net annual additions to its surplus and reserves, plus such addi-

tional sums as the Corporation elects to allocate from the sale

of stock to members, or from earnings, or from other sources.

(13) The name of the Home Loan Bank Board would be

changed to "Federal Home Loan Board," and its membership

increased to five persons, each of whom would be appointed by

the President to serve for a term of ten years, with due regard
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to broad representation of the home construction and home

financing fields, but with a provision that not more than two

members of the Board could be appointed from any segment of

the home construction or home financing fields.

(14) Such Board would then constitute the Board of Directors

of the Corporation, and it would have a full time president as

chief executive officer, who would be appointed by the Presi-

dent of the United States, by and with the advice and consent

of the Senate. The Corporation would be subject to a semi-

annual assessment for its reasonable and proportionate share

of the expenses of the Federal Home Loan Board.

(15) The authority of the Federal National Mortgage Associa-

tion to purchase mortgages would be terminated and the Na-

tional Mortgage Marketing Corporation would be designated

as the liquidating agent of the FNMA to dispose of its port-

folio of mortgages in an orderly manner.

VETERANS LOANS EST SMALL TOWNS

Since the third quarter of 1950, the Veterans Administration has

been authorized by the Congress to make direct loans to veterans

eligible for partially guaranteed or insured loans under the Service-

men's Readjustment Act in areas where they have been unable to

secure such loans from private lending institutions. Currently the

volume of direct loans is limited to $25,000,000 per quarter year.

Up to September 30,1953, the Veterans Administration has disbursed

approximately $261,344,000 in 38,333 direct loan transactions.

The Subcommittee is sympathetic to the problem presented to the

veteran who is eligible for the assistance in acquiring a home with a

low down payment as contemplated by the provisions of the act, and

whose home justifies the loan sought without finding a lending insti-

tution in a position to extend the necessary credit. In some measure,

it believes this to be due to the burden imposed on small local lenders

who make comparatively few home loans in the course of a year and

who are under the necessity of keeping themselves current on the

details of a labyrinth of technical regulations, which are being re-

vised constantly. The Subcommittee commends the action reported

in at least one state, where a group of lending institutions, through

their trade association, has developed a plan of cooperation with the

veterans' organizations so that applications for direct loans filed with

the Veterans Administration and found to qualify under the act, have

been placed with local lending institutions.
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Recommendation No. 3:

That (1) the Veterans Administration seek the advice of qualified

representatives of the more active groups of lending institutions in

revising its regulations relative to the guarantee and insurance of

loans under the Servicemen's Readjustment Act, to the end that

they be so simplified as to permit a ready compliance by the smaller

lending institutions that are not able to maintain staffs of technical

experts and that (2) the representatives of state and national trade

organizations of the several types of lending institutions be urged

to appoint committees for the purpose of assisting in placing with

private lenders applications for direct loans filed with the Veterans

Administration and found to qualify under the Act, wherever

practicable.

A further reason for filing direct loan applications has been the

shortage of funds for mortgage lending in certain areas of the country,

a subject which has been extensively reviewed in the earlier part of

this report. It is the opinion of this Subcommittee that the provision

for the appointment of a committee of technically-informed public

officials with authority to establish a flexibility in the allowable interest

rates, and the creation of the National Mortgage Marketing Corpora-

tion to provide secondary market facilities, as recommended in the

preceding portion of this report, and the provision for the purchase

of mortgage loan participations, as recommended in a subsequent

section of this report, will facilitate the flow of a fair proportion of the

available funds into all parts of the country and eliminate the necessity

for the appropriation of further funds for direct lending by the Vet-

rans Administration.

GOVERNMENT LIABILITY ON FHA- AND VA-INSURED LOANS

This Subcommittee has made some study of the contingent liabili-

ties of the Federal Housing Administration with respect to mortgages

that it has insured and of the reserves for losses thereon that have been

accumulated to date. It is generally recognized that, since the estab-

lishment of the Federal Housing Administration in 1934, there has

been an almost constant rise in real property values and that in con-

sequence there has, as yet, been no test of the adequacy of the loss

reserves of the Federal Housing Administration during any prolonged

period of declining property values.

It, therefore, appears desirable that an extensive study be made of

the experience of mortgage lenders over a long term of years, in order

to form a basis for determining minimum reserve standards that

should be achieved by the Federal Housing Administration.
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Administration and found to qualify under the Act, wherever 
practicable. 

A further reason for filing direct loan applications has been the 
shortage of funds for mortgage lending in certain areas of the country, 
a subject which has been extensively reviewed in the earlier part of 
this report. It is the opinion of this Subcommittee that the provision 
for the appointment of a committee of technically-informed public 
officials with authority to establish a flexibility in the allowable interest 
rates, and the creation of the National Mortgage Marketing Corpora
tion to provide secondary market facilities, as recommended in the 
preceding portion of this report, and the provision for the purchase 
of mortgage loan participations, as recommended in a subsequent 
section of this report, will facilitate the flow of a fair proportion of the 
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t.hat it has insured and of the reserves for losses thereon that have been 
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lishment of the Federal Housing Administration in 1934, there has 
been an almost constant rise in real property values and that in con
sequence there has, as yet, been no test of the adequacy of the loss 
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Recommendation No. 4:

That an objective and independent long-range study be made of the

prospective foreclosure and loss experience of the Federal Housing

Administration's loan insurance programs.

With respect to mortgage loans partially guaranteed or insured

by the Veterans Administration, no premium is charged and in con-

sequence no loss reserves have been established. The contingent

liability of the Federal Government in this direction at the end of

September 1953 is now based on more than 2,688,000 guaranteed or

insured loans outstanding, with estimated unpaid balances of approxi-

mately $15,700,000,000, involving a contingent guarantee or insurance

liability estimated at roughly $8,500,000,000. It appears desirable

that the government should know the extent of possible losses under

this liability.

Recommendation No. 5."

That an objective and independent long-range study be made of the

loss that may reasonably be anticipated on the loans subject to partial

guarantee or insurance by the Veterans Administration under the

provisions of the Servicemen's Readjustment Act.

, DEVELOPMENT OF POTENTIALITIES OF LOCAL LENDING

INSTITUTIONS THROUGH PARTICIPATION LOANS

One of the real problems for which the Subcommittee has sought

a solution is that of making mortgage funds readily available to

potential home buyers in areas of the country where there are not

adequate current pools of capital. Some methods of meeting this

problem have been suggested elsewhere in this report but the Sub-

committee feels that one of the necessary steps in many areas is a

mortgage loan participation plan.

In the small and remote areas of our country there are lending

institutions, such as trust companies, banks, and savings and loan

associations, whose understanding of local conditions and whose

leadership in their communities make them the normal place for

potential home buyers to seek mortgage loans.

One rational solution of this problem would be for the local institu-

tion to complete a satisfactory arrangement for a participation loan

plan with a large institution having an adequate pool of capital.

Then, when the local institution originates a mortgage loan, it would

sell a participation in that loan to the larger institution in accordance

with their previous agreement.

The larger institution would be in a position to assist the local

institution in the paper work involved in originating and processing
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an FHA- or VA-insured loan. Many of the small institutions now

find it difficult to keep up to date on these changing rules and regula-

tions.

Participation loans are not new to these local lenders. Many of

them make short-term commercial loans on this basis. For example,

in the western States, farm loans on cattle and the like are reportedly

made on this basis.

As a result of some investigation, the Subcommittee is confident

that the larger institutions engaging in nationwide lending would

find investment in mortgages in the small communities desirable

if originated on this basis, with the local institution servicing them

and owning an interest in them.

The Subcommittee believes that such an arrangement would be

beneficial to all the parties concerned. The large lending institutions

would add sound mortgages to their portfolios without having to pay

unusual finding fees. The lending institutions in the small com-

munities would be given an opportunity to serve their communities

and assist in their growth. The potential home buyer in these com-

munities would have mortgage funds made available to them, with

down payments and interest rates in line with those available in the

larger urban centers, and still permit them to deal with local financial

organizations in whom they have confidence.

If such a plan is put into effect, the Subcommittee suggests that the

Federal Housing Administration and the Veterans Administration

cooperate with veteran groups and the various segments of the home

building industry in a nationwide effort to inform local lending in-

stitutions of the possibilities inherent in the participation loan plan.

This plan, if properly implemented, will go far to eliminate the

present remote area mortgage loan problem and that of direct Govern-

ment lending to veterans.

Recommendation No. 6:

That appropriate amendments be made to the regulations of the

Federal Housing Administration and of the Veterans Administra-

tion, relating to loans guaranteed under the Servicemen's Readjust-

ment Act, so as to permit and encourage the origination and sale of

participations in individual mortgages, and that appropriate amend-

ments be made to Federal and State laws relating to the investment

powers of financial institutions, where necessary to permit the

purchase of such participations.
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3'5 



Attachment

PRESIDENT'S ADVISORY COMMITTEE ON HOUSING POLICIES

AND PROGRAMS

Housing Credit Facilities Subcommittee Report, November 28, 1953.

Richard G. Hughes, Pampa, Texas, member of the Housing Credit

Facilities Subcommittee, submits the following report and urges its

adoption by the President's Advisory Committee on Housing Policies

and Programs, in substitution for the majority report of such

Subcommittee.

I. Interest Rates

After careful consideration of the presentations made by the Sub-

committee on Housing Credit Facilities, I am in agreement that the

first necessity in providing an adequate flow of funds for FHA-in-

sured and VA-guaranteed or insured mortgages is to place in a com-

mittee of technically informed public officials responsibility for a con-

tinuing review of the money market.

However there has been discussion within this Committee of pos-

sible replacement of the Housing and Home Finance Administrator

with a Board of Directors. If this be the recommendation of the

Committee, then the responsibility described above should be given,

not to a committee, but to such over-all Board of Directors since de-

termination of interest rate is fundamental policy affecting all hous-

ing and home finance operations. In the event that such over-all

Board of Directors does not include representatives of the Veterans

Administration, the Board of Governors of the Federal Reserve

System and the Secretary of the Treasury, it should be specifically

provided that such representatives sit with the Board of Directors

when it meets to review mortgage money rates.

Such committee, or Board of Directors as the case may be, should

seek to set a rate which reflects the longer cyclical swings in invest-

ment yields. It should recognize mortgage market conditions rather

than seek to predetermine them. The rate should provide funds for

FHA-insured and VA-insured or guaranteed loans at the lowest feas-

ible rate (after taking into account the advantages to lenders of the

insurance or guarantee) at which funds will flow in reasonable amount.

The task of fixing a proper rate is a delicate one. Interest rates on

FHA- and VA-insured loans cannot and should not fluctuate from
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week to week or month to month as is possible in the case of conven-

tional loans in which the rate is set by day to day bargaining between

thousands of borrowers and lenders. I feel that the rate should be

adjusted from time to timeâ��but not at regular or fixed intervals as

recommended in the Subcommittee majority preliminary reportâ��in

the discretion of the committee or Board of Directors, as it deems

necessary or advisable to reflect longer term swings in the pattern

of investment yields. I do not feel that interest rates for these loans

should be changed so frequently as to disturb the flow of investment

funds or to cause a chaotic and spasmodic pattern of investment while

lenders either await an increase or accelerate their lending to avoid

an anticipated decrease.

Shorter term market movements, and differentials in the quality

of the particular loan or the particular circumstances of the lender

or the borrower should be reflected in the fees and charges permitted

for FHA-insured and VA-insured or guaranteed loans.

Permissible interest rates and the fees and charges on both VA-

guaranteed loans and FHA-insured loans covering one-to-four-family

houses should be equivalent.

I feel that the rates set by the committee or Board of Directors

should be subject to some reasonable statutory maximum. Within that

maximum the committee or Board of Directors should seek to reflect

a differential between mortgage interest rates and government bond

yields of not more than iy2 percentage points (though 2 percentage

points might be allowed in the law) over the then current average

yield on outstanding marketable obligations of the United States

having a maturity date of ten years or more.

II. Participation Loans

I am particularly concerned with the problem of encouraging mort-

gage investment in the smaller towns which generally are remote

from centers of investment capital and not adequately served. The

Subcommittee has recommended that Veterans Administration and

Federal Housing Administration encourage participation loans and

that power to purchase participations be included in the authority

of the Central Mortgage Bank.

I wish here to emphasize the possibilities of participation loans as

a means of serving the smaller remote communities. Participation

loans, in which the local bank advances a small part of the loan and

services the entire loan and the major portion is provided by a larger

bank from outside the area, have historically been employed as the

main source of lending in remote areas in the cattle and oil businesses.

The plan has worked successfully in those businesses, and I feel that

it can provide tremendous help in the residential mortgage business.
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It is my understanding that an extra service charge for mortgage

loans in smaller towns is being recommended by the Subcommittee

on FHA-VA Housing Programs and Operations. (See Recommenda-

tion No. 9 of that Subcommittee.) Although I agree with that rec-

ommendation, I believe that full use of the participation pattern, as

I suggest, may render it largely unnecessary.

I feel further that a proper nationwide campaign by FHA and

VA, in cooperation with veteran groups, material suppliers, and the

various segments of the home building industry, following the pat-

tern for participation loans by the Central Mortgage Bank, will

go far to eliminate the present necessity for direct governmental loans

to veterans.

III. Central Mortgage Facility

There is general agreement that, regardless of interest rate, the dis-

tribution of funds for mortgage financing throughout the country is

uneven and imperfect. In certain areas (notably the South, the

Southwest and the Far West) rapid population growth is out of pro-

portion to the rate of local capital accumulation. A Central Mortgage

Bank in some form is essential if these areas are to import, from

centers well supplied with capital, sufficient funds to meet their

construction needs. Further, even in areas normally well supplied

with local capital, there will be occasional brief, or seasonal, periods

in which funds are temporarily not available.

A Central Mortgage Bank in some form is therefore essential to

continued sound mortgage lending on a nationwide scale. Adapted

to the peculiar needs of mortgage investment, it would provide a

reserve facility comparable to the facility provided by the Federal

Reserve System for commercial banking.

It is axiomatic that the need for such a facility will be proportion-

ately reduced to the extent that interest rates on FHA-insured and

VA-guaranteed or insured loans are fixed from time to time (as above

suggested) at a level at which mortgage funds will rapidly flow.

However, at any conceivable interest rate level the need for the facil-

ity will persist to some degree. For example, during years 1938-

1942, in which the mortgage interest rate on FHA-insured loans was

entirely acceptable to investors (the VA-guaranteed loan system had

not yet been established), the Federal National Mortgage Associa-

tion purchased an annual average of approximately 50 million dollars

as follows:

1938 $37,952,000

1939 92,006,000

1940 49,293, 000

1941 45, 935,000

1942 , I 38, 813,000
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The necessity for a central mortgage facility to provide a sound

and well distributed flow of mortgage funds will be particularly

necessary to meet the extra burden which will be thrown upon the

mortgage lending system of this country in providing the volume of

financing necessary to support the reconditioning and rehabilitation

program and the recommendations of other Subcommittees of this

Advisory Committee. It is my understanding that proposals have

been made to this Committee for the expansion of FHA insurance

to meet types of need for which it does not now provide. I refer to

those proposals to bring the productive forces of private industry to

bear upon the tasks of rehabilitating blighted areas, reconditioning

deteriorated structures, and of meeting the special needs of relocated

and low income families. The mortgage system of this country has

a grave responsibility in providing funds to make those programs

possible. The public interest will not countenance failure of these

progressive programs by reason of lack of mortgage financing.

The continued rapid industrial and population growth of the South,

Southwest and Far West; the problems that may be expected as a re-

sult of readjustments from time to time in Federal credit and fiscal

policies; the prospect of continued high demand for mortgage money;

and the absolute necessity that the mortgage system find means to

expand its services to the nationâ��all imperatively require a sound and

workable mortgage reserve facility.

I agree with the Subcommittee that any such facility should operate

as a secondary or reserve market and not as a primary buyer of mort-

gages; that it should be self-supporting; that it should conduct its

business at such prices and on such terms as will reasonably prevent its

excessive use; that it should operate within its revenues and without

expense to the Federal Government and without resort to Treasury

funds. I do not agree that provision by the Federal Government of

the original capital for such a facility, in the form of a loan repayable

with interestâ��particularly if funds used for that purpose do not come

out of the Treasuryâ��constitutes contribution by the Federal Govern-

ment.

Moreover, I cannot agree with the exceedingly restricted viewpoint

of the objectives and functioning of such a facility contained in the

Subcommittee's report.

In my opinion, the objective of such a facility should be not merely

the accumulation of maximum profit. It is equally important that it

accomplish its only reason for beingâ��the provision of an adequate

and stabilized mortgage market so that homes may be provided in the

volume, in areas, of the kinds, and at the prices that the market

demands.
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In my opinion, the objective of such a facility should be not merely 
the accumulation of maximum profit. It is equally important that it 
accomplish its only reason for being-the provision of an adequate 
and stabilized mortgage market so that homes may be provided in the 
voltvm.e, in areas, of the kinds, and at the prioes that the market 
demands. 
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I heartily concur that the facility should be so organized and its

Board of Directors instructed by the Congress to operate in such

fashion as to avoid becoming a primary mortgage buyer. To accom-

plish this, the Board would necessarily have to conduct the operations

of the facility in the light of the market for its debentures and of the

current or reasonably foreseeable market (after a period of seasoning)

for the loans which it buys. These natural limitations and the con-

cept of purchasing at a price at (or possibly below) the market for the

particular type of loan purchased would assure sound operation.

The Board of Directors, in my opinion, rather than attempting to

support a par market, should bear in mind the interest of the Federal

Government in a progressive and forward-looking mortgage market.

Without vision and a progressive concept the facility cannot assist in

providing a sound nation-wide mortgage market but could easily be-

come a force working toward the deterioration of the mortgage market.

The proposals presented to the Subcommittee by various industry

groups generally seemed to agree on two points: (1) That such a

facility should obtain funds for its operation by the sale of its de-

bentures and from payments (either for stock or as a fee for the use

of the system) from users of the facility; and (2) That the facility

should be controlled by a Board of Directors appointed by the Presi-

dent, with the advice and consent of the Senate. Beyond these two

generalities, testimony before our Subcommittee differed widely as to

the source of the facility's initial capital, the amount and type of its

charges, and its functioning.

I am firmly of the opinion that the Subcommittee's recommendations

will not and cannot result in the organization of a facility that would

perform its intended functions as I see them and as I believe the public

interest requires. I feel strongly that a facility established in accord-

ance with the Subcommittee's recommendations will only serve to re-

duce the volume of mortgage lending; to tend towards increase of down

payments on mortgage loans; to shorten mortgage maturities; and

have a tendency to increase interest rates. Its effect on the mortgage

market will not, in my opinion, be of any value whatsoever insofar as

the great mass of mortgage borrowers are concerned. And, above all,

it will not help to introduce to the market insured loans under the pro-

posed FHA Sections 220 and 221.

The ability of the facility to perform its intended function depends,

of course, entirely on its ability to sell its debentures at appropriate

prices. On this point, no evidence of any weight was presented to the

Subcommittee which would justify it in concluding, as it has, that a

newly organized facility of the type proposed could successfully mar-

ket its debentures. However, the facility, if operated as the Subcom-

mittee suggests would not need to issue many debentures because it
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bentures and from payments (either for stock or as a fee for the use 
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should be controlled by a Board of Directors appointed by the Presi
dent, with the advice and consent of the Senate. Beyond these two 
generalities, testimony before our Subcommittee differed widely as to 
the source of the facility's initial capital, the amount and type of its 
charges, and its functioning. 

I am firmly of the opinion that the Subcommittee's recommendations 
will not and cannot result in the organization of a facility that would 
perform its intended functions as I see them and as I believe the public 
interest requires. I feel strongly that a facility established in accord
ance with the Subcommittee's reeommendations will only serve to re .. 
duce the volume of mortgage lending; to tend towards increase of down 
payments on mortgage loans; to shorten mortgage maturities; and 
have a tendency to increase interest rates. Its effect on the mortgage 
market will not, in my opinion, be of any value whatsoever insofar as 
the great mass of mortgage borrowers are concerned. And, above all, 
it will not help to introduce to the market insured loans under the pro
posed FHA Sections 220 and 221. 

The ability of the facility to perform its intended function depends, 
of course, entirely on its ability to sell its debentures at appropriate 
prices. On this point, no evidence of any weight was presented to the 
Subcommittee which would justify it in concluding, as it has, that a 
newly organized facility of the type proposed could successfUlly mar
ket its debentures. However, the facility, if operated as the Subcom
mittee suggests would not need to issue many debentures because it 
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would do little, if any, business. In this respect, therefore, in my opin-

ion, the recommendations of the Subcommittee entail grave risk to the

mortgage lending industry and to the continuance of a healthy home-

building industry.

I feel further that the Subcommittee has entirely ignored the prob-

lem presented by the delays necessarily involved in establishing and

staffing a new agency of government (as this would be). According

to all governmental experience, the agency could not hope to com-

mence to operate for at least one year from the date of enactment of

legislation authorizing it.

In my opinion, the Subcommittee has failed to take into account, or

even carefully to examine, the history and operating experience of the

Federal National Mortgage Association, which was originally con-

ceived in 1938 for the very purpose here under consideration. That

agency performed its function as a reserve facility with notable success

from its inception until the postwar years. Reference to its operating

statistics (which were available to the Subcommittee) will show that

down through the fiscal year ending June 30, 1948, it bought only in

modest volume and its purchases were well balanced by resales, reflect-

ing the ebb and flow of the availability of credit, as is the proper func-

tioning of a central mortgage bank. The Subcommittee has unjus-

tifiably assumed, in my opinion without proper consideration, that

establishment of the type of secondary mortgage facility under discus-

sion requires destruction of FNMA and substitution of an entirely

new, different and untried facility. The Subcommittee has taken no

account of the fact that use of FNMA in recent years as a govern-

mental support operation, comparable to the Federal Reserve peg

under government bonds which existed until early 1951, was at the

direction of the Congress in an attempt to provide support to the 4%

GI loan rate. It would be equally sensible to have concluded that the

Federal Reserve System should be scrapped because, during the war

years and until 1951, it supported government bonds at a price designed

to permit Treasury financing at low interest rates.

It seems to me important to consider carefully that, under its exist-

ing statute, FNMA has legal authority to sell its securities to the public

and has at least some experience in marketing its securities. In 1938

it offered two public issues of five-year notes which were heavily over-

subscribed. In May, 1938, an issue of "$25 million or thereabouts" at

an interest rate of 2% was so heavily oversubscribed that subscription

books were closed one day earlier than had been announced. Subscrip-

tions were received from 4,500 subscribers for a total of $1,305,000,000.

Again, in December, 1938, an issue of "$50 million or thereabouts" at

1%% was announced and subscriptions received within five days from

2,000 subscribers for an aggregate of $1 billion 175 million.
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would do little, if any, business. In this respect, therefore, in myopin
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from its inception until the postwar years. Reference to its operating 
statistics (which were available to the Subcommittee) will show that 
down through the fiscal year ending June 30, 1948, it bought only .in 
modest volume and its purchases were well balanced by resales, reflect
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Since its organization in 1938, the Federal National Mortgage

Associations has not only defrayed all its operating expenses out

of its profits but has paid the Federal Government interest on every

dollar of its borrowings and, in addition, has paid to the Treasury

aggregate dividends of $91 million dollars.

Even after such payment, as of September 30, 1953, FNMA had

accumulated out of its earnings approximately $42,500,000 which it

carries on its books as undistributed surplus and reserve for losses.

It is accumulating a net surplus currently at the rate of approximately

$2i/2 million dollars per month (August, 1953â��$2,554,887; Septem-

berâ��$2,557,984). Thus, by the end of the current fiscal year on June

30, 1954, (and legislation to establish a secondary mortgage facility

could hardly be enacted much before then) there should have been

accumulated in FNMA out of earnings a total of surplus and reserves

of approximately $65 million dollars.

I cannot conceive how any sound and objective examination of the

problem of providing a secondary mortgage facility can ignore the

fact than an appropriate facility could be simply and quickly estab-

lished without undue shock to the sensitive mortgage market by

amending the statute under which this agency, fully experienced in

this type of mortgage operation, now functions. Nor do I under-

stand how any objective consideration of the problem can ignore the

tremendous task involved in handling the huge existing FNMA

portfolio. It seems to me clear that the one reasonable and feasible

method of transition from a policy of government support of the

mortgage market to a secondary market operation is to convert FNMA

into the type of facility desired. In that way, the market for de-

bentures could be gradually tested; the facility could commence opera-

tion immediately upon enactment of legislation; and there would be

no shock to the mortgage market through interruption of the impor-

tant and delicate task now being performed by FNMA in servicing and

gradually selling its existing portfolio.

I am cognizant of the fact that it would be desirable insofar as

possible to initiate the new operation with capital not derived from

the United States Treasury. I therefore recommend that at the time

of its conversion into the secondary mortgage market facility here

contemplated, the Federal National Mortgage Association, out of its

surplus and reserves, pay back to the Treasury the $21 million in

capital and paid in surplus originally provided to it, and that the

remainder of its net earnings (in the form of its reserves and then

undistributed earned surplus) be transferred into the capital account

of the new facility. This should start the facility in business with

a capital account of approximately $40 million, none of which will

be derived from, the Treasury, but will have come from the earnings of
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Since its organization in 1938, the Federal National Mortgage 
Associations has not only defrayed all its operating expenses out 
of its profits but has paid the Federal Government interest on every 
dollar of its borrowings and, in addition, has paid to the Treasury 
aggregate dividends of $91 million dollars. 

Even after such payment, as of September 30, 1953, FNMA had 
accumulated out of its earnings approximately $42,500,000 which it 
carries on its books as undistributed surplus and reserve for losses. 
It is accumulating a net surplus currently at the rate of approximately 
$2% million dollars per month (August, 1953-$2,554,887; Septem
ber-$2,557,984). Thus, by the end of the current fiscal year on June 
30, 1954, (and legislation to establish a secondary mortgage facility 
could hardly be enacted much before then) there should have been 
accumulated in FNMA out of earnings a total of surplus and reserves 
of approximately $65 million dollars. 

I cannot conceive how any sound and objective examination of the 
problem of providing a secondary mortgage facility can ignore the 
fact than an appropriate facility could be simply and quickly estab
lished without undue shock to the sensitive mortgage market by 
amending the statute under which this agency, fully experienced iIi 
this type of mortgage operation, now functions. Nor do I under
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tion immediately upon enactment of legislation; and there would be 
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tant and delicate task now being performed by FNMA in servicing and 
gradually selling its existing portfolio. 

I am cognizant of the fact that it would be desirable insofar as 
possible to initiate the new operation with capital not derived from 
the United States Treasury. I therefore recommend that at the time 
of its conversion into the secondary mortgage market facility here 
contemplated, the Federal National Mortgage A880ciation, out of its 
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capital and paid in surplus originally provided to it, and that the 
remainder of its net earnings (in the form of its reserves and then 
undistributed earned surplus) be transferred into the capital account 
of the new facility. This should start the facility in business with 
a capital account of approximately $40 million, none of which will 
be derived from the Trea8ury, but will have come from the earnings of 
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the new facility's predecessor, in the same fashion as the new facility

will thereafter accumulate capital and surplus through its own

operations.

For all of these reasons I recommend that a secondary market

facility be provided by amending Title III of the National Housing

A.ct, as amended, to provide as follows:

1. The name of the Federal National Mortgage Association shall be

changed to "National Mortgage Marketing Corporation", under

which name it shall operate as a constituent agency of the Housing

and Home Finance Agency. Thereafter, it shall function entirely on

funds derived from its operations, as below described, and the legisla-

tion should make clear that no funds will be provided to it from the

Treasury.

2. It shall have power to (a) purchase, service and sell mortgages

insured by FHA or guaranteed or insured by VA, (b) purchase and

sell participations in such mortgages up to 90% of the principal

amount thereof, (c) lend on the security of such mortgages, and (d)

issue its commitment for any of the foregoing purposes.

In exercising its said powers, it shall purchase or lend at prices and

on such terms as will provide reasonable assurance that the facility

will be used as a secondary and not as a primary market, bearing in

mind the considerations expressed above in this report.

3. All of its powers shall be exercised under such general policies

as its Board of Directors (hereinafter provided for) may, from time

to time, prescribe.

4. In establishing general policies for the facility, the Board of

Directors shall not be restricted with respect to (a) amounts which

may be purchased from any one lender; (b) purchasing from the

original lender; (c) maximum dollar limit on the original principal

amount of a mortgage which may be purchased; (d) mortgages guar-

anteed or insured during a specified base period; or any similar pres-

ent statutory restrictions on FNMA operations. However, the

Board of Directors shall have power to prescribe these or other re-

strictions on the operations of the facility as the Board may deem

necessary to assure sound operation and to meet the Nation's mortgage

marketing needs.

5. The Corporation shall have customary powers of quasi-public

corporations, including exemption from Federal and State taxation

but not from local real estate taxes on properties it may own or

acquire. The securities issued by the Corporation shall, in accord-

ance with Federal policy, be subject to Federal income taxation.

6. (a) The present FNMA capital and paid in surplus of 21 mil-

lion dollars shall be immediately repaid to the Treasury.
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the new facility's predecessor, in the same fashion as the new facility 
will thereafter accumulate capital and surplus through its own 
operations. 

For all of these reasons I recommend that a secondary market 
facility be provided by amending Title III of the National Housing 
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1. The name of the Federal National Mortgage Association shall be 
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6. (a) The present FNMA capital and paid in surplus of 21 mil
lion dollars shall be immediately repaid to the Treasury. 
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(b) Initial capital shall be provided to the new Corporation by

transfer to it of the surplus and reserves of FNMA as of June 30,

1954. This should provide capital of approximately 40 million dollars.

7. (a) All the assets of FNMA shall be assumed by the Cor-

poration for liquidation. Proceeds of the liquidation of the mortgages

comprising such assets shall be applied on account of the indebtedness

of FNMA to the Treasury, whether such proceeds are received by

amortization of principal or by the sale of the mortgages (if such

sale can be accomplished in an orderly manner without detriment

to the mortgage market). Proceeds of debentures issued against such

mortgages shall be allocated reasonably to such indebtedness and to

establish reserves for such debentures.

(b) Net earnings of the Corporation in excess of estimated require-

ments for the succeeding year, as determined by the Corporation's

Board of Directors, shall be transferred at the end of each fiscal year

to the capital account of the Corporation, as earned surplus. Such

surplus shall be used in the following order:

(1) to accumulate reserves up to $50 million dollars, in order to

assist in assuring marketability for debentures of the Corporation;

(2) to pay noncumulative dividends as the Board of Directors shall

in its discretion declare, but at a rate not to exceed in any fiscal

year the average rate of interest paid by the Corporation upon its

outstanding debentures;

(3) to accelerate repayment to the Treasury of the FNMA indebted-

ness which the Corporation assumes; and

(4) after liquidation of such indebtedness, for such purposes as the

Board of Directors of the Corporation may determine.

8. The Corporation shall do business only with banks, savings and

loan associations, insurance companies and other lending institutions

which are chartered and supervised by State or Federal authorities and

with mortgage companies which are approved FHA mortgagees or

specially approved by the Corporation as appropriately capitalized

and experienced in mortgage lending.

9. The Corporation shall have power, with the prior approval of

the Secretary of the Treasury, to issue its debentures in an amount

not exceeding (a) 15 times its capital and surplus account plus (b) 1

billion dollars outstanding at any time or the then unpaid principal

amount of the mortgages acquired from FNMA, whichever is less.

The entire proceeds of debentures issued under (b) shall be paid over

to the Treasury to retire the indebtedness due on FNMA's assumed

portfolio.

10. (a) In order to do business with the Corporation, an eligible in-

stitution or company shall own stock in the Corporation in an amount

equal to 2% of the unpaid principal amount of the mortgages or par-
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year the average rate of interest paid by the Corporation upon its 
outstanding debentures; 
, (3) to accelerate repayment to the Treasury of the FNMA indebted "
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; 10. (a) In order to do business with the Corporation, an eligible in
stitution or company shall own stock in the Corporation in an amount 
equal to 2% of the unpaid principal a,mount of the mortgages or par-
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ticipations it sells to the Corporation or of amounts it borrows from

the Corporation, and shall at all times maintain ownership of stock in

such proportion until the mortgage participation or loan is repaid to

or sold or liquidated by the Corporation.

Such stock shall be non-voting; shall be entitled to receive non-

cumulative dividends as may be declared, in the discretion of the

Board of Directors, at a rate not to exceed in any fiscal year the average

rate of interest paid by the Corporation upon its outstanding securi-

ties ; and may, in the discretion of the Board of Directors, be redeemed

by the Corporation after the Corporation has liquidated the indebted-

ness to the Treasury which it assumed from FNMA.

(b) At such time as the Corporation shall have fully repaid to the

Treasury of the United States the FNMA indebtedness which the

Corporation assumed, together with interest thereon, the Corporation

shall apply on account of reimbursement to the Treasury of the origi-

nal capital provided to it as described in 6 (b) above the amount of its

capital account which has been derived from stock purchased by users

of the facility or other subscribers. Amounts from subsequent users

shall be similarly applied until the Treasury has been repaid with

interest. The Corporation shall be entitled to retain surplus up to a

maximum of $50 million dollars. Thenceforward, the stock held

by the users of the facility shall constitute the capital stock of the

Corporation and the owners thereof shall be entitled to receive divi-

dends thereon as the Board of Directors may in its discretion

determine.

11. The affairs of the Corporation would be managed by a President

appointed by the President of the United States with the advice and

consent of the Senate. Policy matters of the Corporation would be

determined by a five-man Board of Directors consisting of (1) the

President of the Corporation, who shall serve as Chairman; (2) the

Administrator of the Housing and Home Finance Agency; and (3)

three private citizens appointed by the President, who shall be experi-

enced in and broadly representative of home building or residential

mortgage financing. Not more than two of the five members of the

Board shall be appointed from any segment of the home building or

residential financing industries. Members of the Board shall not re-

ceive compensation for their service as Directors but the three

nongovernmental members shall receive actual travel expenses for

attendance on Corporation business and a per diem. The three non-

governmental members shall be appointed for six year terms, stag-

gered in such fashion that the term of one of them expires every two

years.
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enced in and broadly representative of home building or residential 
mortgage financing. Not more than two of the five members of the 
Board shall be appointed from any segment of the home building or 
residential financing industries. Members of the Board shall not re
ceive compensation for their service as Directors but the three 
nongovernmental members shall receive actual travel expenses for 
attendance on Corporation business and a per diem. The three non· 
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The Board shall meet at least once each month and its meetings

shall be attended by designees respectively of the Chairman of the

Board of Governors of the Federal Reserve System and of the Secre-

tary of the Treasury.

12. In addition to the Board of Directors, there shall be an Advisory

Council of twelve members, appointed by the President for terms of

six years, staggered in such manner that the terms of four of them

shall expire every two years. Such persons shall be experienced in and

broadly representative of home building and residential mortgage

lending and shall generally represent the various areas of the country

geographically. The Advisory Council shall meet at least four times

during each calendar year and oftener on the call of the President of

the Corporation. Its function shall be to advise the Board of Direc-

tors with respect to policy of the Corporation. Members of the Coun-

cil shall receive no compensation for their services as such, but shall

receive travelling expenses and per diem compensation.

13. Debentures issued by the Corporation may be of two types; (a)

not guaranteed by the Treasury; or (b) guaranteed as to principal

and interest up to such aggregate maximum amount, within the limit

of the Corporation's debenture-issuing power as above described, as

the Secretary of the Treasury may approve. It is contemplated that

debentures of the latter type may be deemed advisable in order to

provide a secondary market for loans under the expanded FHA au-

thority recommended by other Sub-Committees in connection with re-

habilitation and the provision of homes for relocated and low income

families, and shall not exceed the amount of such loans acquired by

the Corporation.

14. Initially, the Corporation would deal only in mortgages on resi-

dential properties insured by FHA or guaranteed or insured by VA.

It would, however, be directed to study and report to the Congress

with respect to the feasibility of dealing in other mortgages.

15. By amendment to appropriate statutes, national banks and fed-

eral savings and loan associations would be authorized to deal with the

Corporation.

16. Obligations of the Corporation would be made legal investments

for trust and public funds subject to federal law.

I believe this plan would work. Its debentures would sell because

the Corporation would start with earnings of 30 million dollars per

year. It would make Sections 220 and 221 work because it could pro-

vide funds needed to make it work while private lenders were waiting

for time to prove that the new Sections were economically sound.
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REPORT OF THE SUBCOMMITTEE ON ORGANIZATION

OF FEDERAL HOUSING ACTIVITIES IN THE FEDERAL

GOVERNMENT

Your Subcommittee has heard a number of witnesses from within

the Government and has polled a number of outside organizations and

industry groups to obtain their views on the question of how best to

organize the Federal Government's housing activities. While the

recommendations from these various sources vary widely, there is one

fact which is common to the diverse reports and recommendationsâ��

no one is satisfied with the present form of organization and assign-

ment of responsibilities.

It is the opinion of your Subcommittee that there are three princi-

pal problems which should be resolved in developing recommendations

for the reorganization of the Housing Agency. These are:

1. The present Housing and Home Finance Agency is headed by an

Administrator who is responsible for "general coordination and su-

pervision" of the activities of the entire Agency. Your Subcommittee

has been impressed with the fact that "general coordination and

supervision" appears to mean all things to all men and results in a

situation which is satisfactory to no one. It is completely unclear as

to what the responsibilities of the Administrator are and by the same

token those responsible for constituent operations are equally unclear

as to what their specific responsibilities for Agency operation are in-

tended to be.

2. Even the task of carrying out the undefined responsibilities of

supervision and coordination are somewhat ineffectually discharged

because of the fact that the Administrator's immediate office has since

1947 been saddled with a substantial number of operating activities

which have tended to divert that office from the major task of ad-

ministering a central agency.

3. A serious question has been raised in several quarters as to

whether it is possible to administer a smooth-running organization

which contains such incompatible elements as grant-in-aid programs

and business type activities. This difficulty has been characterized as

tending to create a situation in which the government is administer-

ing neither sound credit activities nor sound welfare activities.
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SUMMARY OF PRESENT ORGANIZATIONAL SETUP

At the present time the Housing and Home Finance Agency consists

of an Administrator's office which was originally assigned the task

of general coordination and supervision. Since the creation of the

Agency in 1947 the Administrator's office has been given by legislation

or reorganization plan the following direct activities:

1. Slum Clearance and Urban Redevelopment.

2. Housing Research.

3. Community Facilities and Special Operations, including

(a) Maintenance and disposition of defense public works.

(b) Advance planning of non-Federal public works.

(c) Defense community facilities and services.

(d) Alaska housing program.

(e) Prefabricated housing loans.

(/) College housing program.

(g) School construction.

4. Disposition of Lanham Housing.

5. Programming of Defense Housing.

6. Federal National Mortgage Association.

In addition the Administrator has Staff Assistants for Compliance,

International Housing Activities, Congressional Liaison, and Racial

Relations. The Administrator also maintains a Legal Staff and an

Administrative Staff, concerned with the general housekeeping func-

tions of Budget, Organization, Personnel, Administrative Services,

etc. There is also a staff assigned to a continuing appraisal of Agency

programs.

In addition to the Administrator's office, the Agency now has three

self-contained constituents: The Federal Housing Administration,

the Public Housing Administration and the Home Loan Bank Board.

Reorganization Plan No. 3 of 1947 also set up a National Housing

Council on which representatives of the Veterans Administration, the

Department of Agriculture, the Department of Defense, the Depart-

ment of Labor, and the Department of Health, Education and Welfare

are represented. The Housing Administrator is Chairman of the

Council, and the heads of the three constituents serve as members.

The National Housing Council appears to have no real authority,

but was intended to operate as a forum charged with the responsibility

of attempting to bring about a proper degree of coordination among

the activities of all agencies of Government concerned directly or

indirectly with housing.
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DEFICIENCIES IN PRESENT FORM OF ORGANIZATION

The major deficiency, in the opinion of your Subcommittee, in the

present form of organization has been the loading of direct operating

functions on the Administrator's office, thereby impairing the ability

of that office properly to discharge its responsibility for supervision

and coordination. The transfer and creation of one operating ac-

tivity after another in the Administrator's office has necessarily led

to duplication of skills with the constituent agencies and, more im-

portantly, inadequate attention to the resolving of basic policy issues,

which in the opinion of your Subcommittee, should be the principal

function of a Housing Administrator.

Your Subcommittee has also been impressed by the testimony of

witnesses to the effect that the Administrator of the Housing and

Home Finance Agency is currently a Federal official with substantial

responsibilities and virtually no authority to carry out those re-

sponsibilities. Kegardless of the terms of the Reorganization Plan

which established the Housing and Home Finance Agency, it is

natural to expect the President, the Congress, and the public to look

to the Administrator as the responsible top housing official in the

Federal Government. At the same time he is without clear and

unmistakable authority, except for those operations directly under his

control, to do more than engage in diplomatic cajolery with the heads

of the respective constituent agencies where conflicts of interest

among the respective programs occur. Such a position, we are con-

vinced, is untenable and does not follow the rudimentary principles of

sound organization.

Such a situation is equally disadvantageous to the heads of the re-

spective constituent agencies within the Housing and Home Finance

Agency. The Subcommittee found much evidence of unresolved

policy issues between the office of the Administrator and the several

constituents. It also found ample evidence of needless friction result-

ing from a lack of any common or accepted understanding as to the

extent of the Administrator's responsibilities and the appropriate

functions of his staff, including a belief on the part of some constituent

officials that there have been unreasonable administrative restrictions

on the daily operations of the constituent agencies. These are added

reasons why your Subcommittee cannot be satisfied with the present

form of organization.

One of the unfortunate results of the present administrative setup

has been the failure to achieve the degree of program integration which

should prevail among the Federal Government's several housing pro-

grams. For example, the Public Housing Administration, the Fed-

eral Housing Administration and the Division of Slum Clearance and
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Urban Redevelopment may from time to time each deal with the same

community on what is essentially the same local project. Each of

these Agencies has its own requirements and the city must deal sepa-

rately with the three agencies involved. In the end the result is a

series of annoying conflicts among administrative requirements re-

sulting in long, expensive, and unnecessary negotiations before a

project area is in fact cleared, a public housing project provided, and

FHA insurance obtained on a redevelopment project. Other examples,

not quite so pointed but none the less irritating, could be recited.

Certainly a major deficiency in the present organizational frame-

work is the failure to include the Veterans Administration Loan

Guaranty Program within the policy framework of the single housing

agency. The result has been a gradual build-up of duplicated field

activities and in an unfortunate number of cases an outright competi-

tive approach to the underwriting of guaranteed and insured loans

between the Federal Housing Administration and the Veterans

Administration.

GENERAL RECOMMENDATIONS

Your Subcommittee has seriously considered the possibility of di-

vorcing the grant-in-aid programs now within the housing agency

from self-supporting business type activities. While there is much

which is appealing to the Subcommittee in this approach, we have

finally concluded that such a surgical cure would probably be more

detrimental from the standpoint of sound management of the Execu-

tive Branch than would be a tighter reorganization of all housing

functions within a single over-all agency.

Your Subcommittee therefore recommends that the Housing Agency

be headed by an Administrator appointed by the President and sub-

ject to confirmation by the Senate. The Administrator of the new

reorganized agency should have no direct operating responsibilities

but should be given necessary staff assistance. The staff assistance

should include such officials as a Chief Counsel, a Chief Economist, a

Budget Officer, and Staff Advisers for Compliance, Racial Relations,

and Labor Relations. Each of these officials should be top-notch ex-

perts, and should be given only such modest staffs as are necessary for

them to carry out their assigned task of advising the Administrator in

their respective fields. They would be expected, however, to give

real leadership (through the respective heads of the constituent agen-

cies) to the staffs of the constituents.

It is further recommended that the remaining functions of the

Agency be reorganized into five principal constituents, headed by

Presidentially appointed officials, each of whom shall be subject to the
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supervision of the Administrator on matters of policy. The five

constituents are identified as follows:

1. The Federal Housing Administration, perhaps renamed the Fed-

eral Mortgage Insurance Administration.

2. The Public Housing Administration.

3. A new agency responsible for slum clearance, urban redevelop-

ment and community facilities activities, perhaps named the Urban

Renewal Administration.

4. A Board responsible for the administration of both the Federal

Home Loan Bank System and the National Mortgage Marketing Cor-

poration, perhaps renamed the Federal Home Loan Board.

5. A liquidation unit, responsible for the management and dispo-

sition of Lanham housing, loans to the manufacturers of prefabri-

cated housing, Alaska housing loans, etc. This unit might be called

the Housing Management and Disposition Administration.

It is further recommended that this fifth unit be responsible for the

management and liquidation of acquired properties resulting from

the activities of the Federal Housing Administration and the National

Mortgage Marketing Corporation. There seems little reason for each

major constituent to establish separate mortgage servicing or property

management units when all such activities are so similar in nature

that they could well be consolidated.

It is further recommended that the Administrator be provided

with a statutory Advisory Board composed of the heads of the five

constituents above described and a representative of the Administra-

tor of Veterans' Affairs. The Administrator should be required to

review thoroughly with such Board all current major policy matters

with a view toward arriving at the best possible across-the-board de-

cisions. It should be clear, however, that in the event the Advisory

Board is unable to reach a conclusion on particular policy questions or

if the Administrator is unable to approve the conclusions of the Ad-

visory Board, that his own decision can be independently made and

enforced. With the establishment of the Advisory Board there would

seem to be no further need for the National Housing Council and it is

therefore recommended that this latter organization be abolished.

REASSIGNMENT OF MISCELLANEOUS AUTHORITIES NOW IN

THE ADMINISTRATOR'S OFFICE

Your Subcommittee recommends the following disposition of the

several operating activities now in the Administrator's office:

1. Slum clearance and urban redevelopment.â��This program,

amended to transform and extend it into a broad program of urban

renewal, should become the nucleus of a new constituent known as

372

PRESIDENTS ADVISORY <X>MMlI liB ON HOUSING 

SUpervIsIon of the Administrator on matters of policy. The five 
constituents are identified as follows: 

1. The Federal Housing Administration, perhaps renamed the Fed
eral Mortgage Insurance Administration. 

2. The Public Housing Administration. 
3. A new agency responsible for slum clea.rance, urban redevelop

ment and community facilities activities, perhaps named the Urban 
Renewal Administration. 

4. A Board responsible for the administration of both the Federal 
Home Loan Bank System and the National Mortgage Marketing Cor
poration, perhaps renamed the Federal Home Loan Board. 

5. A liquidation unit, responsible for the management and dispo
sition of Lanham housing, loans to the manufacturers of prefabri
cated housing, Alaska housing loans, etc. This unit might be called 
the Housing Management and Disposition Administration. 

It is further recommended that this fifth unit be responsible for the 
mnnagement and liquidation of acquired properties resulting from 
the activities of the Federal Housing Administration and the National 
Mortgage Marketing Corporation. There seems little reason for each 
major constituent to establish separate mortgage servicing or property 
management units when all such activities are so similar in nature 
that they could well be consolidated. 

It is further r~ommended that the Administrator be provided 
with a statutory Advisory Board composed of the heads of the five 
constituents above described and a representative of the Administra
tor of Veterans' Affairs. The Administrator should be required to 
review thoroughly with such Board all current major policy matters 
with a view toward arriving at the best possible across-the-board de
cisions. It should be clear, however, that in the event the Advisory 
Board is unable to reach a conclusion on particular policy questions or 
if the Administrator is unable to approve the conclusions of the Ad
visory Board, that his own decision can be independently made and 
enforced. With the establishment of the Advisory Board there would 
seem to be no further need for the National Housing Council and it is 
therefore recommended that this latter organization be abolished. 

REASSIGNMENT OF MISCELLANEOUS AUTHORITIES NOW IN 
THE ADMINISTRA TOR'S OFFICE 

Your Subcommittee recommends the following disposition of the 
several operating activities now in the Administrator's office: 

1. SZUIm clearance and urban rede'IJelopment.-This program, 
amended to transform and extend it into a broad program of urban 
renewal, should become the nucleus of a new constituent known as 

372 

I 



APP. 5â��SUBCOMMITTEE ON ORGANIZATION

the Urban Renewal Administration. It is also recommended that

staff of the Community Facilities Service not otherwise transferred

(see below) be assigned to this constituent.

2. Housing research.â��This program is now in liquidation and your

Subcommittee does not recommend that it be reinstituted on the former

basis. At the same time, your Subcommittee is impressed with the

need for better current statistical data on the volume and types of

residential construction, mortgage financing trends, etc. It is the

opinion of the Subcommittee that better data of these types should be

obtained through the Bureau of the Census and other data collection

facilities in the Department of Commerce, and the Bureau of Labor

Statistics, agencies which have the facilities for collecting such infor-

mation on a completely objective basis.

3. Community facilities and special operations.â��This organiza-

tional unit now includes a number of miscellaneous programs. The

Subcommittee suggests the following disposition of these activities:

(a) Maintenance and disposition of defense public works.â��This

represents the windup of the Lanham Act public works provided in

World War II. The remaining workload is small, and should be

liquidated as rapidly as possible by staff transferred to the Housing

Management and Disposition Administration.

(b) Advance planning of non-Federal public works.â��This activity

is also in liquidation and should be expedited to conclusion by the

new Urban Renewal Administration.

(c) Defense community facilities and services.â��This is an emer-

gency activity under Public Law 139, 82nd Congress. Your Subcom-

mittee is not impressed with the need for continuing this legislation,

and recommends that it be allowed to expire on June 30, 1954. Staff

transferred to the Urban Renewal Administration should windup any

remaining projects as rapidly as possible.

(d) Alaska housing program.â��Your Subcommittee is of the

opinion that the need for tnis program has passed. Any cases in

process could well be delegated to the Housing Management and Dis-

position Administration or to the Federal Housing Administration for

handling, and no new business should be accepted.

(e) Prefabricated housing loans.â��Your Subcommittee is agreed

that this program has properly been placed in liquidation. It further

recommends that the servicing and disposition of outstanding loans

be assigned to the Housing Management and Disposition Adminis-

tration.

(/) College housing program.â��Your Subcommittee is of the

opinion that this is not properly a housing activity. It should be

transferred to the Office of Education, Department of Health, Educa-

tion and Welfare.
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2. H O"lJKing research.-This program is now in liquidation and your 
Subcommittee does not recommend that it be reinstituted on the former 
basis. At the same time, your Subcommittee is impressed with the 
need for better current statistical data on the volume and types of 
residential construction, mortgage financing trends, etc. It is the 
opinion of the Subcommittee that better data of these types should be 
obtained through the Bureau of the Census and other data collection 
facilities in the Department of Commerce, and the Bureau of Labor 
Statistics, agencies whicll have tIle facilities for collecting such infor
mation on a completely objective basis. 

3. Oommunity facilities and special operations.-This organiza
tional unit now includes a number of miscellaneous programs. The 
Subcommittee suggests the following disposition of these activities: 

(a) MainteM,1UJe and disposition of defense public works.-This 
represents tIle windup of the Lanllam Act public works provided in 
World War II. The remaining workload is small, and should be 
liquidated as rapidly as possible by staff transferred to the Housing 
!Ianagement and Disposition Administration. 

(b) Advance planning of non-Federal publio works.-This activity 
is also in liquidation and should be expedited to conclusion by the 
new Urban Renewal Administration. 

( c) Defense commwnity facilities and servicea.-This is an emer
gency activity under Public Law 139, 82nd Congress. Your Subcom
mittee is not impressed with the need for continuing this legislation, 
and recommends that it be allowed to expire on June 30, 1954. Staff 
transfeITed to the Urban Renewal Adlninistration should windup any 
remaining projects as rapidly as possible. 

(d) Alaska housing program.-Your Subcommittee is of the 
opinion that the need for this program has passed. Any cases in 
process could well be delegated to the Housing Management and Dis
position Administration or to the Federal Housing Administration for 
handling, and no new business should be accepted. 

(e) Prefabricated housing loans.-Your Subcommittee is agreed 
that this program has properly been placed in liquidation. It further 
recommends that the servicing and disposition of outstanding loans 
be assigned to the Housing Management and Disposition Adminis
tration. 

(f) Oollege housing program.-Your Subcommittee is of the 
opinion that this is not properly a housing activity. It should be 
transferred to the Office of Education, Department of Health, Educa
tion and Welfare. 
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(<7) School construction program.â��Your Subcommittee is of the

opinion that this is not a proper activity of a housing agency, and

recommends that it be assigned to the Office of Education, Department

of Health, Education and Welfare.

4. Disposition of Lanham housing.â��Although responsibility for

this function vests in the Housing Administrator, actual operations

have been delegated to the Public Housing Administration. Your

Subcommittee is of the opinion that it is a mistake to merge a program

of housing disposition with a program of low-rent housing, and there-

fore recommends that this activity be transferred to the new Housing

Management and Disposition Administration.

5. Programming of defense housing.â��Your Subcommittee is of the

opinion that this activity could well be abandoned, and does not

recommend an extension of Public Law 139, 82nd Congress. Any

windup necessary to the termination of this activity could well be

delegated to the Federal Housing Administration.

6. Federal National Mortgage Association.â��Your Subcommittee

recommends that the Federal National Mortgage Association be trans-

ferred, for purposes of liquidation, to the new National Mortgage

Marketing Corporation.

7. Staff services.â��Your Subcommittee recommends that interna-

tional housing activities be transferred to the Foreign Operations Ad-

ministration. It also recommends that Compliance and Racial Rela-

tions Activities be maintained in the Office of the Administrator as

necessary to the proper discharge of supervisory responsibilities.
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(g) School COftBtnlCtion program.-Your Subcommittee is of the 
opinion that this is not a proper activity of a housing agency, and 
recommends that it be assigned to the Office of Education, Department 
of Health, Education and Welfare. 

4. Disposition of Lanham housing.-Although responsibility for 
this function vests in the Housing Administrator, actual operations 
have been delegated to the Public Housing Administration. Your 
Subcommittee is of the opinion that it is a mistake to merge a program 
of housing disposition with a program of low-rent housing, and the~ 
fore recommends that this activity be transferred to the new Housing 
Management and Disposition Administration. 

5. Programming of defe'IUJ6 houaing.-Your Subcommittee is of the 
opinion that this activity could well be abandoned, and does not 
recommend an extension of Public Law 139, 82nd Congress. Any 
windup necessary to the termination of this activity could well be 
delegated to the Federal Housing Administration. 

6. Federal N ationtil Mortgage A8sociation.-Your Subcommittee 
recommends that the Federal National Mortgage Association be trans
ferred, for purposes of liquidation, to the new National Mortgage 
Marketing Corporation. 

7. Staff servwes.-Your Subcommittee recommends that interna
tional housing activities be transferred to the Foreign Operations Ad
ministration. It also recommends that Compliance and Racial Rela
tions Activities be maintained in the Office of the Administrator as 
necessary to the proper discharge of supervisory responsibilities. 
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Executive Order 10486

PROVIDING FOR THE ESTABLISHMENT OF THE ADVISORY

COMMITTEE ON GOVERNMENT HOUSING POLICIES AND

PROGRAMS

By virtue of the authority vested in me by the Constitution and

Statutes, and as President of the United States, it is hereby ordered as

follows:

1. There shall be established the Advisory Committee on Govern-

ment Housing Policies and Programs.

2. The Committee shall make, or cause to be made, studies and

surveys of the housing policies and programs of the Government

and the organization within the Executive Branch for the administra-

tion of such policies and programs, and shall advise the Housing

and Home Finance Administrator and the President with respect

thereto.

3. The Housing and Home Finance Administrator shall serve as

the Chairman of the Committee, and the other members of the Com-

mittee shall be appointed pursuant to the provisions of this Executive

Order and Section 601 of the Housing Act of 1949 (63 Stat. 439; 12

U. S. C. 1701H).

4. To work directly with the Housing and Home Finance Admin-

istrator in the task of directing specific studies and surveys and devel-

oping concrete recommendations, there shall be in the Committee an

Executive Committee, consisting of members of the Committee des-

ignated for such purpose, and the Housing and Home Finance Ad-

ministrator shall serve as the Chairman of such Executive Committee.

5. Administrative expenses in connection with the work of the Com-

mittee, including expenses of advisers and consultants appointed by

the Chairman in connection therewith, shall, upon authorization

therefor by the Chairman or his delegatee, be paid pursuant to the

authority therefor under the heading, "Housing and Home Finance

Agency, Office of the Administrator" in the Supplemental Appropria-

tion Act, 1954 (Public Law 207, Eighty-third Congress, approved

August 7,1953).

Dwight D. Eisenhower.

The White House,

September 12, 1953.
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PROVIDING FOR THE ESTABLISHMENT OF THE ADVISORY 
COMMITTEE ON GOVERNMENT HOUSING POLICIES AND 
PROGRAMS 

By virtue of the authority vested in me by the Constitution and 
Statutes, and as President of the United States, it is hereby ordered as 
follows: 

1. There shall be established the Advisory Committee on Govern
ment Housing Policies and Programs. 

2. The Committee sllall make, or cause to be made, studies and 
surveys of tIle housing policies and programs of the Government 
and the organization within the Executive Branch for the administra
tion of such policies and programs, and shall advise the Housing 
and Home Finance Administrator and tIle President with respect 
thereto. 

3. The Housing and Home Finance Administrator shall serve as 
the Chairman of the Committee, and the other members of the Com
mittee shall be appointed pursuant to the provisions of this Executive 
Order and Section 601 of the Housing Act of 1949 (63 Stat. 439; 12 
U. S. C. 1701H). 

4.' To work directly with the Housing and Home Finance Admin
istrator in the task of directing specific studies and surveys and devel
oping concrete recommendations, there shall be in the Committee an 
Executive Committee, consisting of members of the Committee des
ignated for such purpose, and the Housing and Home Finance Ad
ministrator shall serve as the Chairman of such Executive Committee. 

5. Administrative expenses in connection with the work of the Com
mittee, including expenses of advisers and consultants appointed by 
the Chairman in connection therewith, shall, upon authorization 
therefor by the Chairman or his delegatee, be paid pursuant to the 
authority therefor under the heading, "Housing and Home Finance 
Agency, Office of the Administrator" in the Supplemental Appropria
tion Act, 1954 (Public Law 207, Eighty-third Congress, approved 
August 7, 1953). 

THE WHITEHOUSE, 

September 1~, 1953. 

DWIGHT D. EISENHOWER. 
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Pursuant to Executive Order 10486 the President appointed the

following persons as members of the Advisory Committee on Govern-

ment Housing Policies and Programs:

George L. Bliss, President,

Century Federal Savings & Loan

Association,

New York, N. Y.

Ernest J. Bohn, Director,

Cleveland Metropolitan Housing

Authority,

Cleveland, Ohio.

Ehney A. Camp, Jr., Vice Presi- \

dent and Treasurer,

Liberty National Life Insurance

Co.,

Birmingham, Ala.

Miles L. Colean,

Economist and Author,

Washington, D. C.

A. R. Gardner, President,

Federal Home Loan Bank of Chi-

cago,

Chicago, 111.

Richard J. Gray, President,

Building and Construction Trades

Department,

American Federation of Labor,

Washington, D. C.

Richard G. Hughes, First Vice

President,

National Association of Home j

Builders,

Pampa, Tex.

Rodney Lockwood, Past Presi-

dent,

National Association of Home

Builders,

Detroit, Mich.

William A. Marcus, Senior Vice

President,

American Trust Co.,

San Francisco, Calif.

!

376

Pursuant to Executive Order 10486 the President appointed the 
following persons as members of the Advisory Committee on Govern
ment Housing Policies and Programs: 

316 

GEORGE L. BLISS, President, 
Century Federal Savings & Loan 

Association, 
New York, N. Y. 

ERNEST J. BORN, Director, 
Cleveland Metropolitan Housing 

Authority, 
Cleveland, Ohio. • 

EHNEY A. CAMP, JR., Vice Preai- , 
dent and Treasurer, 

Liberty National Life Insurance 
Co., 

Birmingham, Ala. 

MILEs L. COLEAN, 

Economist and Author, 
Washington, D. C. 

A. R. GARDNER, President, 
Federal Home Loan Bank of Chi-

cago, 
Chicago, Ill. 

RICHARD J. GRAY, President, 
Building and Construction Trades 

Department, 
American Federation of Labor, 
Wa~hington, D. C. 

RICBAIID G. HUGHES, Firat Vice 
President, 

National Association of Home 
Builders, 

Pampa, Tex. 

RODNEY LOCKWOOD, Paat Pl'eai
d,8ftt, 

National Association of Home 
Builders, 

Detroit, Mich. 
WILLIAM: A. MARCUS, Senior Vics 

p,.88ident, 
American Trust Co., 
San Francisco, Calif. 



Norman P. Mason, Treasurer,

r

William P. Proctor Co.,

North Chelmsford, Mass.

Robert M. Morgan, Vice Presi-

dent and Treasurer,

The Boston Five Cents Savings

Bank,

Boston, Mass.

Thomas W. Moses, Attorney,

Pittsburgh, Pa.

Aksel Nielsen, President,

Title Guaranty Co.,

Denver, Colo.

Robert Patrick, Financial Vice

President,

Bankers Life Insurance Co.,

Des Moines, Iowa.

James W. Rouse,

The Moss-Rouse Co.,

Baltimore, Md.

Bruce C. Savage,

Bruce Savage Co.,

Indianapolis, Ind.

John J. Scully, Vice President,

The Chase National Bank of the

City of New York,

New York, N. Y.

Alexander Summer,

Alexander Summer Co.,

Teaneck, N. J.

James G. Thimmes, Chairman,

CIO Housing Committee,

Pittsburgh, Pa.

Ralph T. Walker, Past Presi-

dent,

American Institute of Architects,

New York, N.Y.

Paul R. Williams, Architect,

Los Angeles, Calif.

Ben H. Wooten, President,

First National Bank,

Dallas, Tex.
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NORKAN P. MASON, Treasurer, 
William P. Proctor Co., 
North Chelmsford, Mass. 

ROBERT M. MORGAN, V ice Presi
dent and Trea8urer, 

The Boston Five Cents Savings 
Bank, 

Boston, Mass. 

THOMAS W. MOSES, Attorney, 
Pittsburgh, Pa. 

AKSEL N !ELSEN, Pre8ident, 
Title Guaranty Co., 
Denver, Colo. 

RoBERT PATRICK, Financial Vice 
President, 

Bankers Life Insurance Co., 
Des Moines, Iowa. 

JAKES W. ROUSE, 

The Moss-Rouse Co., 
Baltimore, Md. 

BRUCE C. SAVAGE, 

Bruce Savage Co., 
Indianapolis, Ind. 

JOHN J. SCULLY, Vice President, 
The Chase National Bank of the 

City of N ew York, 
New York, N. Y. 

ALEXANDER SUHMER, . 

Alexander Summer Co., 
Teaneck, N. J. 
JAMES G. THIMMES, 0 hairman, 
CIO Housing Committee, 
Pittsburgh, Pa. 

RALPH T. WALKER, Past Presi-
dent, 

American Institute of Architects, 
NewYork,N. Y. 

PAUL R. WILLIAMS, Architect, 
Los Angeles, Calif. 

BEN H. WOOTEN, President, 
First National Bank, 
Dallas, Tex. 
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