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WEDNESDAY, OCTOBER 5, 1955

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING OF THE

BANKING AND CURRENCY COMMITTEE,
New York City, N. Y.

The subcommittee met at 10 a. m., the Honorable Albert Rains,
chairman, presiding.

Present: Chairman Rains and Messrs. Addonizio, O'Hara, Ashley,
Gamble McDonough, and Widnall.

The CHAIRMAN. The committee will come to order.
This is the first hearing of the Housing Subcommittee of the Bank-

ing and Currency Committee. This committee was set up by House
Resolution 203, adopted by the Congress in the late session.

(The resolution referred to above follows:)

[H. Res. 203, 84th Cong., 1st sees.]

RESOLUTION

Resolved, That the Committee on Banking and Currency, acting as a whole or
by subcommittee, is authorized and directed to conduct full and complete studies
and investigations and make inquiries with respect to any matter or matters in
the field of housing coming within the jurisdiction of such committee, including,
but not limited to, (1) the current rate of constructon of residential dwelling
units in relation to housing requirements and demands, and the role of Govern-
ment-assisted mortgage programs with respect thereto, (2) the rate of default
and foreclosures of Government-insured mortgages, and the disposition of such
properties, (3) the refinancing and extension of Government-insured project
mortgages, (4) the status and adequacy of the several Government mortgage
insurance funds, (5) the disposition of Government-owned war and related hous-
ing, (6) the operation of the slum clearance and urban renewal programs, and
(7) the operation and activities of the National Voluntary Mortgage Credit
Extension Committee. The committee shall not undertake any investigation of
any matter which is under investigation by another committee of the House.

The committee shall report to the House (or to the Clerk of the House if
the House is not in session) as soon as practicable during the present Congress
the results of its investigation and study, together with such recommendations
as it deems advisable.

For the purposes of carrying out this resolution, the committee or any sub-
committee thereof is authorized to sit and act during the present Congress at
such times and places within the United States, its Territories and possessions,
and the Commonwealth of Puerto Rico, whether or not the House is in session,
has recessed, or has adjourned, to hold such hearings and to require, by subpena
or otherwise, the attendance and testimony of such witnesses and the production
of such books, records, correspondence, memoranda, papers, and documents as
it deems necessary. Subpenas may be issued over the signature of the chairman
of the committee or by any member designated by such chairman, and may be
served by any person designated by such chairman or member. The chairman of
the committee or any member thereof may administer oaths or affirmations to
witnesses.
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The CHAIRMAN. Before we get into the business, I am sure that most
of you people here know them, but I want to introduce my colleagues.
On my left is Congressman Addonizio, from New Jersey. Next to
him is Congressman O'Hara, from Chicago. Next to him, Congress-
man Ashley, from Toledo.

On my right, the gentleman from New York, Mr. Gamble. Next
to him, Congressman McDonough, from California. And next to
him, Congressman Widnall, from New Jersey.

Missing today are Congressman Barrett, from Pennsylvania, and
Congressman Talle, from Iowa.

We are delighted to be here in the city of New York where yesterday
we had a most interesting and educational tour of the city's various
types of housing. Today the witnesses we have called and have in-
vited to appear before the committee will discuss the broad field of
housing generally. But this hearing and the hearings immediately
to follow are going to be confined, m the main, to three areas of the
housing legislation.

The first thing that we are going to talk about-Awe may not take
them up in this order-will be slum clearance and urban renewal.
We want to give, in our hearings, special attention to the so-called
workable program clause, which many people say is all right and
others say it is an operating official's nightmare.

Then, we want to look into the relocation of displaced families,
whether it is by slum clearance or by other governmental development.

Second, we want to investigate FHA's multifamily rental housing
program, with special emphasis on the drag-so we are told-of
FHA's section 220 program.

If that program is being held up, since it is in our judgment an
essential key to an effective slum-clearance program, we want to find
out what is holding it up, and why. Then we expect to look into
FHA's regular rental housing program, section 207. It comes to the
committee that this section of the housing program is of little help to
people in metropolitan centers, like New York.

Also of immediate concern to the committee in this hearing will be
section 213, which is better known as the cooperative housing section.
Here in New York we have witnesses who we expect will inform us
on the subject of mortgage credit and its related problems.

We want to find out, if we can, from the people who are supposed toknow the effect of the administration's credit curbs on housing.
Also here in New York there is a rather technical and pecuhar

subject not known and not understood by some of us as far away as
Alabama, mortgage warehousing. We hope to get further informa-
tion on that subject while we are in New York City.

Of further interest is the Home Loan Bank's curtailing of loans
to building and loan associations, and then the voluntary mortgage
credit program, and finally some witnesses on what we call FannieMae, the Federal Mortgage Association.

It is our purpose in our hearings here and across the country to doa serious study for those of us on the subcommittee and for our col-leagues on the House Banking and Currency Committee in the hope
that if there are any roadblocks, any failure in legislation, we canmake recommendations to the Congress which will correct it. Therewill be no effort to intimidate any w witness and we are not out witch-
hunting. We are actually trying to do a serious job on this very im-
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portant matter here in the city of New York and throughout the
country.

I am delighted to be in the great city. and it is my great pleasure
to welcome to the table to testify before us and to speak on any subject
related to housing which lie desires, our distinguished friend, the
mayor of the city of New York.

Mr. Mayor, we are delighted to hear from you. [Applause.]

TESTIMONY OF HON. ROBERT F. WAGNER, JR., MAYOR OF
NEW YORK CITY

Mr. mAGNER. I hope that I can make myself heard with a very bad
cold. First of all, Mr. Chairman, and members of the committee,
permit me to extend to you the hearty and official welcome of the city
of New York and my own personal thanks for coming here.

It indicates an interest in the affairs of our great city which should
be and is heart-warming to its own officials. Your concern here is the
subject of housing. Here we share common ground, for it has been
my primary concern for a number of years, not only during my admin-
istration as mayor, but in various other official posts.

It could not be otherwise because housing in New York is, in my
mind, a basic problem of the body politic. I say the body politic. I
do not mean politics. There is no politics in housing in New York.
Through administration, regardless of party, there has never been
any question of what party a man belonged to before he was giving
housing, and for 20 years the city has set an example for the Nation
by its refusal to discriminate as to race, color, or creed when dealing
with the primary need of mankind, shelter.

New York is unique in many ways, in the thing that it has that
are found nowhere else in the world. It is unique also in the com-
plexity of its housing problem which goes right to the roots of our
social system and which affects directly or indirectly all of the activi-
ties of our Government. The way we meet our housing needs affects
the city's financial position, its ability to meet all other of its many
requirements, not only from the point of view of moneys actually
spent to eradicate slums, but from the viewpoint of the total of
assessable values from which we draw a major portion of our revenues.

Our housing affects our school population, the supply or shortage
causing rapid shifts in our population, and overcrowding, and some-
times even the unhealthy result of taking the children of our middle-
income families completely out of the whole school areas.

Because hundreds of thousands of families have been forced to the
suburbs in their search for decent housing which they could afford,
fewer people use our extensive and expensive rapid transit facilities,
while many more commute by car, creating traffic and parking prob-
lems faster than we can solve them. And as we all know, inadequate
housing, slum conditions, contribute greatly to juvenile delinquency,
with the increased costs for police and allied crime-fighting facilities.

This administration is, therefore, well aware of the housing prob-
lem. Much has been done, but not enough. In fact, unless our pace
is quickened, we will be losing ground instead of gaining it in our

fight.
There are nearly a million and a half people living today in 50,000

old lower tenaments and my own committee for better housing re-
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cently reported that at the present rate of replacement, these buildings
will linger another 40 years. Just to make it perfectly clear, when
we speak of old law tenaments in New York, we mean buildings that
were declared obsolete by statute 55 years ago. Should they be allowed
to celebrate a full century of obsolescence; what can be done about
them? What can be done in the way of destroying these obsolete and
often unsafe quarters and at the same time increase our total housing
supply ?

We can't just tear them down without furnishing substitute accom-
modations. I think it is the unanimous opinion of everyone who has
studied the problem here that there is no single agency of government
that can handle the problem alone, and there is virtually the same
agreement that private enterprise left completely to its own devices
cannot handle it, either. No single government agency has the re-
sources, and private enterprise has found no way to make any reason-
able or justifiable profit from the investment of its own money in ex-
tensive slum clearance or rehabilitation except at rentals beyond those
payable by the people who need the housing the most.

As a result of this thinking, we have had cooperation at the van-
ous government levels here in New York and we have been fortunate
in that. The Federal, State, and city governments have given more
than a billion dollars of their credit to date in direct financing of low-
rent and middle-income projects, along with varying degrees of sub-
sidies. Our great banks and insurance companies have been given tax
concessions, and many projects have been erected as a result.

Individual builders, financed by Government mortgages and loans
have built extensively on vacant land at the city's outskirts and while
there were some abuses, the overall picture was fairly good. Some of
our great educational and philanthropic institutions and some of our
great labor unions have built or are building middle-income coopera-
tive housing under title I of the National Housing Act of 1949.

To give you an idea of how long we have been underway here, the
first federally subsidized project in New York City built by WPA
labor is now 21 years old. Since 1939, the State of New York has
bonded itself for three-quarters of a billion dollars, most of it spent
in the this city. Fort Green houses, for 3,000 families, for example,
was opened in 1942. The city itself, in addition to great tax conces-
sions to public and private projects, has allocated a special 2 percent
of its debt-incurring powers, one-sixth of its normal constitutional
capacity, to finance midlde-income housing, and it has already begun
to re-use this borrowing capacity as a revolving fund as the projects
have become self-sustaining.

At just one board of estimates session this spring-that is the gov-
erning body of the city, the board of estimate-we gave our approval
to $125 million of federally sponsored low-rent housing, and $105
million of city-sponsored middle-income housing, all of which is now
on or is rapidly coming off the drafting boards.

Yet we still lag behind our needs and still whole sections of our city
are going downhill faster than we have been able to build them up.
And with that situation come all of the civic evils and costs and losses
that are associated with neighborhood decay.

There are reasons, of course, why we have not thus far kept pace.
One is the terrific cost of erecting subsidized housing on the most valu-
able real estate in the world. A second is the problem of how to house
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the people living in the buildings to be demolished before the new ones
are ready, and a third problem is how to accomplish the goal of decon-
gestion, removing the evil of overcrowding while still increasing our
total housing supply.

I might point out in this connection that our supply of vacant land
suitable for public development is rapidly diminishing. In weighing
these obstacles, it became obvious to me many months ago as I weighed
our housing problem in New York that we needed some new approach
to supplement our present efforts.

I asked for further studies and a cooperative effort by all of the
agencies to produce something that might help. I am happy to tell
you today-and I may say parenthetically that this is the first time
it is being announced-that we think we have that new and workable
supplementary approach.

It comes as a result of conferences between many groups, the New
York City Housing Authority, and the local office of the Federal Pub-
lic Housing Administration, the State division of housing, the office
of the city administrator, representatives of the city planning com-
mission, borough president of Manhattan, and myself. It was also
inherent in the thinking of the mayor's committee for better housing,
now about to submit, or which is submitting, its final report. The plan
has been agreed upon in principle by myself and all of the city agencies.

I cannot, of course, commit any of the Federal agencies involved or
even the autonomous city planning commission, or the various ele-
ments of private capital that will be involved, but I have reason to
believe that they will be sympathetic and cooperative to the point of
making the program a success once we get it under way.

It involves a cooperative effort on the part of private enterprise
and the city, State, and Federal Governments to rehabilitate one entire
section of our city, to concentrate on it rather than a few square blocks
here and there. If it works in this one area, we will repeat it
elsewhere.

For the program we have tentatively selected the west side of Man-
hattan, from the Hudson River to Central Park, from 59th Street,
which is north of us here, to 125th Street as the first area in which we
should concentrate our efforts.

This is a great section of our city. The parks, playgrounds, schools,
great public institutions, many fine residences, many decaying struc-

tures, obsolete, misused, overcrowded, and unsafe. If left alone, slum
conditions may take over more than they presently have. But just as

it would be wasteful to let this great area, centrally located and close

to transportation, decline any further, so it would be equally wasteful

to tackle it in one vast bulldozer operation.
It would be also impossible and undesirable. We would have no

place to house even temporarily all of the displaced people. And there

is no necessity for that kind of operation, either. There is too much

good in that area in fine buildings and homes. What we do plan is

an operation in which Government and private enterprise will join in

saving the good buildings, rehabilitating those consistent with that

cost, and erecting new buildings in the place of those that are too far

gone. The first step to be taken is to ask the city planning commis-

sion, which is the appropriate city agency, to declare this area an

urban-renewal area within the meaning of the 1954 Federal Housing
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Act. That is the necessary governmental step for the following things
to happen:

Private capital would then become eligible for the very substantial
mortgage financing available for the first time under the 1954 Federal
Housing Act. Planning funds from the Federal Government for the
public agencies would also become available to test the suitability of
various approaches. In the meantime, as an encouragement to private
enterprise to enter the area and also to make sure that the housing
needs of the present low- and middle-income families there are met,
there would be simultaneous joint Federal and city action.

Chairman Cruise, who is here, chairman of the New York City
Housing Authority, has informed me that he is prepared to ask the
Public Housing Administration, which finances all Federal low-rent
housing here, to put the city's entire 1955-58 allocation of Federal
subsidized housing, totaling a possible 8,000 units into the area. He is
prepared also to recommend to the board of estimate that the bulk,
if not all, of the city's credit available for middle income nonsubsi-
dized housing during the same fiscal period be concentrated in the
same locale, and Commissioner McMurray, of the State division of
housing, has agreed to give preference here to State loans for co-
operatives, as provided in the law passed at the last session of the State
legislature.

As I said earlier, this would not be one vast bulldozer operation.
For example, the public housing would not be placed in newly created
superblocks. It would be spotted on individual blocks to encourage
private builders, using Federal credit under the Renewal Act, to move
in on adjoining territory. For example, an area of possibly 3 blocks
would be selected in 1 place, another a few blocks away, until possibly
10 such areas were spotted up and down the west side. In each of these
areas, on each block, the good buildings, the modern buildings, would
be left untouched. Those which are still sturdy would be rehabilitated.

The plan I have seen shows how 5 of our typical brownstones could
be thrown together into 1 small apartment house. Other buildings
would be torn down, and while some area now occupied would be left
for play space, each block would coin from 1 to 3 new public housing
projects, single buildings, 10 to 12 stories in height, some of them for
middle-income families and some for low-income families. We have
been informed that the Federal low-rent housing funds previously
used only for the superblock type of construction can be used both for
single buildings and for rehabilitation, and it is our intention to use
the city's credit area marked for middle-income housing for the same
purpose and in the same way.

But the key to success lies not in the amount of Federal and citymoneys put directly into public housing in the area. The key to suc-cess lies in the way we operate to encourage private enterprise to go
m. It has always been pardonably loath to risk substantial sums on
real estate in an area declining in value. We feel that if we set thepace, as we reclaim a three-block section here and another there, that
private enterprise using the public credit under the urban renewal lawwill go in and reconstruct the adjoining blocks, since the area willbe on the way up again.

Some may call it a gamble. We don't think so. The public creditinvested in housing has always been safe. The housing always has
paid off the portion of the costs that it contracted to pay. There have
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been no defaults. Neither have there been any that I can recall on
private borrowings for housing from governmental agencies. In fact,
even where they overborrowed, the housing is supporting the debt.

If this plan goes through, we will have Federal low-income, city
middle-income, State cooperatives, and private enterprise housing
commingled in an entire section of our city, bringing new life and new
values. It will be new housing alongside the old, but not the obsolete,
and there will be no displacement of existing institutions of worship
or hospitals or even police stations and firehouses. We think it will
work. We intend to try it unless we become convinced somewhere
along the line ahead as the studies are carried through to finality that
it cannot work.

I am telling you gentlemen about it today while it is still in the plan-
ning stage, for several reasons: First, as you toured New York, you
have been impressed, I am sure, not only with what has been done, but
with what remains to be done, and I know you will ask how and when
and with what.

Secondly, I am telling you about it because we will need the cooper-
ation of the Federal Government, of which Congress is such an im-
portant branch. We will need the sympathetic consideration of the
authorities in Washington to meet the special problems. We will
peed an attitude in Washington that will look at the task to be done
and not at the semicolons in the statutes.

You gentlemen in Congress can help us, and I know you will, simply
by the report you will take back with you, and by the consideration
you give to the needs of the largest and greatest city in the world.

Thank you very much.
The CHAIRMAN. Thank you, Mr. Mayor. That was a very inter-

esting and informative statement. We appreciate your coming, and
we want to ask you a few questions. Yesterday we saw many ac-
complishments in the housing field here in New York, and we were
impressed with them.

We also saw the great need you mentioned and we were impressed
with that. What you have presented seems to me to be a very am-
bitious program even for New York, and I am pleaded to see that you
emphasized the fact it must be done not by any single agency of Gov-
ernment, not by Government alone, but by private enterprise in co-
operation with the various housing agencies of the various levels of
government.

Mr. WAGNER. That is true, sir.
The CH uimRaN. I assume that in the private enterprise part that

you are talking about, the clearing of the slums, you envision the use
of what we call title I, the slum clearance, the write-down of the prop-
erty, and then the buildings to be put back under, well, we call it
section 220, the private enterprise money to be used. Is that your
plan ?

Mr. WAGNER. Well, we, of course, have a number of title I projects
here in New York, as you had the opportunity, I am sure, to see yester-
day, Congressman, and we have a number of others awaiting approval
by Washington and they have been waiting for some time. Of course,
we have others in the planning stages, too; one of them that is in the
planning stage is part of this area that I mentioned from 59th S reet.
up to 12.'th Street, called Lincoln Square project, which again is up
for study now.



0 INVESTIGATION OF HOUSING, 1955

The CHAIRMAN. How many public housing units does the city of
New York anticipate building this year

Mr. WAGNER. Well, Chairman Cruise.
Mr. CRUISE. Eight thousand Federal units and about 2,500 units

built by State credit.
The CHAIRMAN. Mr. Addonizio.
Mr. ADDONIZIO. Mr. Mayor, what is specifically the stumbling block

in getting these approvals from the FHA on title I?
Mr. WAGNER. I think Mr. Lebwohl and Commissioner Moses would

be in a better position to tell you, because Mr. Moses has been and is
chairman of our slum-clearance program, and Mr. Lebwohl is coun-
sel to that committee and handling direct negotiations with Washing-
ton. I assure you I have been after them, and they report they have
been after the FHA for a long time to expedite the approval of these
title I projects.

One of the difficulties that we have faced, and I understand from
the newspapers you saw some of it yesterday, where we had hoped
to move ahead on these projects. People were dislocated, taken out of
their homes on the sites of these titleI projects, moved to other places,
sometimes rather slowly, but then you find 2 or 3 blocks leveled, and
very rightfully people wonder why they have been dislocated, and
nothing is happening in the area, for that reason, and also for the
realization here of the need of just as much housing as we can get and
and as fast a possible, we have been urging through our slum-clear-
ance committee, on the part of the Federal authority, and I am sure
Mr. Lebwohl is here, and Commissioner Moses will be glad to go into
the exact details of the delay.

The CHAIRMAN. Any questions, Mr. Gamble
Mr. GAMBLE. No, Mr. Chairman.
Mr. ADDONIZIO. I just want to say one other thing, if I may, and

that is I don't want to be repetitious, but I am sure, as Congressman
Rains pointed out, we have all been impressed by the fact that the city
of New York has done something about housing.

I was wondering whether you had any specific recommendations
that you would like to make to our committee which we could carry
back to the Congress to further implement the present housing laws.

Mr. WAGNER. Well, of course, we have been urging for some time
even more consideration for a greater number of units in our low-cost public-housing field and I am sure Chairman Cruise and the
others in conference with me would set forth to the committee in detail
specific recommendations before the hearings are over.

Mr. ADDONIZIo. Thank you very much.
The CHAIRMAN. Mr. Gamble.
Mr. WAGNER. Could I interrupt just a minute to say, Congressman,

that Chairman Cruise has reminded me one of our problems is the
uncertainty as to the number of units we are going to receive. Oneyear there will be 25,000 for the country, the next year 35,000, and if
it is possible-I understand the problems that Congress faces, too-to
have some sort of uniformity over a period of time, it allows us to doa little better planning for the future.

Mr. GAMBLE. Well, that would decide how fast you could get rid of
your 50,000 obsolete units you speak of ?

Mr. WAGNER. Well, that would be part of it.
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Mr. GAMBLE. But, of course, every year you are going to have more
obsolete ones; aren't you?

Mr. WAGNER. Yes; and they grow a little older all of the time.
Mr. GAMBLE. I was interested in page 6, where you say if the plan

goes through that you are going to commingle these different enter-
prises in certain sections of the city. That, I think, was shown to us
yesterday when we toured the upper part of Manhattan, because it is
commingled, but there are sections where you jump over.

Mr. WAGNER. That is correct. The plan which we indicated here is
to do that commingling, but on a smaller basis. Some of the Com-
mingling, I am sure, that you saw were superblocks of middle-income
housing, and then nearby superblocks of low-rent public housing.

The idea here is to do it on a smaller basis and preserve in those areas
the good housing.

Mr. GAMBLE. Well, of course, doing that, tends to stabilize the
prices of the existing houses that are good; does it not?

Mr. WAGNER. That is what we hope to do.
Mr. GAMBLE. Thank you, sir.
The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. Mr. Mayor, I feel that you have made a real contribu-

tion. I come from Chicago and our problems are as your problems.
As I see it, and as you have suggested, what we are doing now in our
large cities is in the nature of major surgical operation. We must
take care that in the operation the knife of the surgeon by inadvertence
does not reach the heart of the patient.

In our program in Chicago we are going into districts and destroy-
ing some bad housing that should long ago have been destroyed and
also some very substantial housing, and I think you have laid out a
program here which we may well study in Chicago. Now what we are
concerned with in Chicago, and I know you are, is how to provide
housing for people in the middle-income group within their ability to
pay.

Now, what is your need here in New York and how are you meeting
it?

Mr. WAGNER. Well, we have been tackling that in a number of ways.
The group that seems to have been forgotten in the past is the so-called
middle-income group, where here a great deal was done, a great deal
still needs to be done to provide housing for the lowest income groups,
the poor people, and through the Federal and State and our own
credit, we have built a good deal of low-rent public housing.

The city also, using its credit, has built a good deal of middle-
income housing where the rates run anywhere from around $15 to $19
or $20 a room. Then title I, the rentals will run in some areas $35 or
$40 a room, we hope in some areas a little less, depending on the cost
of the land operation. And then, too, this plan seeks to provide for
more middle-income housing. We have a problem, here too, in some
of our areas with private housing. For instance, the area that I used
to represent in the State legislature, and I still live there, the York-
ville area has increased in value and a lot of the old cold-water flats
are now being bought up by private builders and, because of the
increase in the value of the neighborhood, they are building large
apartment houses, and many of these people are being displaced.

Now under an operation where Government is involved, those
tenants are relocated in some way, and a lot of these people now find

68692-55-pt. 1--2
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themself in a great deal of difficulty because the private builder is in
no way responsible for relocating.

Mr. O'HARA. I was interested to learn yesterday that under your
law in New York, you can regulate the taxes; that is, where you build
new structures, the owners of the newly improved properties pay in
taxes that which the property formerly paid when it was slum.

Mr. WAGNER. That is right.
Mr. O'HARA. That has been helpful to you?
Mr. WAGNER. It has been helpful and we now have some legisla-

tion-we are trying to work out the details of it-it has had a few little
kinks here and there-where the State and city will lend its credit to
private builders, and we will give them a certain amount of tax
exemption, not complete tax exemption on the new improvement, but
40 percent on that, so they can bring their rentals down, and by
borrowing from the State and city they can borrow at lower rates.

Mr. O'HARA. Do you feel that you could have made the advance
that you have made unless you had that power under your New York
law to regulate the taxes

Mr. WAGNER. Well, I am sure that in these projects we could not
have been able to get the rentals down without the right of giving tax
exemption, and therefore we wouldn't have been able to provide hous-
ing for this middle-income group.

Mr. O'HARA. Mr. Mayor, it n ould be very helpful to us if we could
received from you, not so much for this committee, but to submit to
the legislators in Illinois, the factional outline of your experience with
the tax-exemption provision of the New York law.

Mr. WAGNER. I am sure that Chairman Cruise and those in the slum
clearance committee will be delighted to send it to you.

Mr. O'HARA. I might remark to you, Mr. Mayor, the Mayor Daley
wished to convey his regards to you, and as an expression of his great
regard for you, has sent his deputy housing coordinator, who is sitting
over here, the Honorable David Mackelmann, to attend this session
and to take back with him a report of your remarks here today.

Mr. WAGNER. And I hope you will convey my warm regards to the
mayor, Mayor Daley.

The CHAIRMAN. Mr. McDonough.
Mr. McDooUGH. Mr. Mayor, the area that you have outlined for

this new rehabilitation and urban renewal program is on the west side
of the city ?

Mr. WAGNER. That is correct.
Mr. McDoNoUGH. Is it the worst area in the city ?
Mr. WAGNER. No; not by far. There are some very fine buildings

in there. There are some very high-class residential apartments.
There are some private home in through there and yet there are parts
of it that are run down. You will find even an instance where on the
corners there are good residential areas, and inside in the street there
has been a depreciation of values because for various reasons they have
let the property run down and, of course, some of it is very old too.

Mr. McDoNoran. Well, anticipating that there will be no unneces-
sary delays in the commitments or in the other operations, how long
do you think it will take to rehabilitate that area ?

Mr. WAGNER. Well, to rehabilitate the whole area would take us a
good long time, 3 or 4 years.

Mr. CRUISE. Four to five years.
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Mr. McDONOUGH. Now, in the meantime are you using this as a
pilot experimental area, and are you not looking at the other areas
that need rehabilitation

Mr. WAGNER. Well, those who worked on it looked at many areas
in the city. They thought this would be a good one because it has
rome good stuff in there and some poor housing and, as we progress,
no doubt we will move ahead to designate other areas, and we can
profit by our mistakes and profit perhaps by our success in this area
too for the other areas of the city.

I indicated we hoped to, if this is successful, proceed through the
city in the same general direction.

Mr. McDONOUGH. I noticed in touring the city yesterday- I think
we were on 10th Avenue-and the committee went into a 1-room
apartment. The lady was home and she had three children. Her
husband was handicapped physically. It was the most inadequate
living quarters I have ever seen. Here were eating quarters, sleep-
ing quarters, and the only place they had to move at all was to get
out on the street, and they informed us that they were paying $75
a month for that 1 room.

I thought that was ridiculous. I thought the woman was wrong
when she made the quotation on it.

I understand you have rent control here.
Mr. WAGNER. State.
Mr MoDoNOUGH. State rent control.
Mr. WAGNER. Yes.
Mr. McDoNoUGH. And if we rehabilitate some of the buildings in

the area that you outhned that we are going to provide modern,
up-to-date housing facilities for as much as $35 to $40 a room, and
here is a place that isn't fit to live in today that is costing $75 a room.

Mr. WAGNER. That is correct. We have been very concerned with
that, Congressman, and I am sure that the State rent administrator
is concerned too. He has the jurisdiction over the rentals charged,
and we have found over the years there has been a great deal of this
converting of, say, private homes into these smaller rooms and rent-
ing each room out at an exorbitant rate, providing inadequate housing
facilities, and last year we passed a local law here calling a moratorium
on the conversion of apartments to rooming houses of this type, or
buildings to rooming houses of this type, until we had an opportunity
to adequately rewrite the law as to new standards of what should
be an apartment building and what should not be.

I am sure that you were in one that was converted prior to the
enactment of that law.

Mr. McDONOUGH. Yes, undoubtedly. It was a very old building.
But the thing that impressed me was that if this existed in this area,
it must be multiplied many times over in that area or other neigh-
borhoods, and if such a violation of rent control is going on, there
ought to be some very strict enforcement of it.

The lady informed me that they were on relief. Now, the State
reef agency is paying that $75 a month to some landlord here in
New York Clty, so that the occupant is not too concerned about how
much the rent is, although they should be concerned with the inade-
quate living qual ters But the relief agency is paying to the landlord,
and it appeared to me to be something that ought to be checked into.
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I don't want to appear too critical of your administration or the
State administration. But I do think that where we find conditions
like that existing, it should be investigated.

Mr. WAGNER. That's right.
Mr. McDoNOUGH. I notice in vour statement you say that you have

been wrestling with this public housing and slum clearance program
since 1934.

Since New York City has had this problem since 1934, it seems you
haven't made much progress since then.

We have had Federal aid legislation to build some 600 public hous-
ing units in Los Angeles County in 1937 and at the same time I think
there was a number of public housing units built in New York City.

Mr. WAGNER. That's correct.
Could I just mention this: We here in New York City take advan-

tage as much as possible of any help that we can receive from the
Federal Government. We have continually asked that the Congress
increase the number of units available each year.

We have asked the State, too, and I am informed, and Chairman
Cruise can give you the exact figure, we are the largest landlord here
in the United States in taking care of people in our projects.

Mr. McDoNOU I. The city of New York ?
Mr. WAGNER. Yes. I think we must remember this: At the time of

the enactment of the first housing act, the whole emphasis rightly was
on clearing slums.

Mr. MCDONOUGH. That's right.
Mr. WAGNER. And giving people an opportunity, which is certainly

the right thing to do, of providing them with decent homes and giving
them air and light and sunshine and recreational facilities to the chil-
dren, but there wasn't the tight housing shortage at that time that we
have now, and we find in many instances that when we clear a slum
area, because we want to provide adequate housing there, because we
are restricted to some extent by our zoning regulations, that we are
providing less units than existed in the area when they were slums,
and therefore people must be moved somewhere else, and for that
reason, for the fact that we have a large migration here from all over
the country to New York City, we have had a very tight housing short-
age, particularly in the lower income groups, and therefore they are
forced into situations that you saw yesterday.

To meet that, we have, I suppose, to some extent deviated from the
original intent of the law of clearing slums and we have to build some
of our projects on vacant land to siphon off the extra population due
to the clearing of the slums, and we are trying to have that program
work together, so we are clearing slums and also creating new hous-
ing on vacant land in order to take care of the increase in population,
and those who are losing out in the site area.

Mr. McDONOUGH. Well, Mr. Mayor, I appreciate your statement
and I realize the great responsibility you have in being mayor of this
tremendous city here. I admire your courage in seeking the office and
serving.

Mr. WAGNER. Well, I remember, Congressman, when I used to be
concerned about it. My father used to tell me, "If you don't want to
do it, thousands of others will."

Mr. CRUISE. Congressman, can I just offer one statement?
Mr. McDoNoUGH. Yes, Mr. Cruise.
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Mr. CaisE. Originally, in 1947, the Federal housing bill provided
for 125,000 units annually. Then it was cut back to 75,000, then to
50,000, then to 20,000, and went back to 35,000 last year.

We were fortunate enough in New York City to get 8,000 of the
35,000 units, and when you mention specifically the family on the
West Side there in the Chelsea area, it is because of the lack of hous-
ing We simply cannot take care of the family. It depends on the
amount of housing allowed to New York City, the units allowed to
New York City for public housing.

Mr. McDoNOUGH. Well, I still think the rent is too high.
Mr. CRUISE. There is no question about it, but the reason the land-

lord preys on them is the fact that that family has nowhere else to go.
Mr. McDoNouGH. If they weren't on relief, they wouldn't be there,

and if that man had a job and had to pay $75 for 1 room, that is too
much rent.

Mr. CRUISE. That's right.
The CHAIRIMAN. Thank you, Mr. Mayor.
I want to ask the other gentlemen to ask questions, but I want to

remind my colleagues we are running behind time.
Mr. W~IDNALL. I have two questions.
After seeing the fine progress made in New York under a joint

program, State, city, and Federal, don't you believe that to adequately
do the job for the future that communities should have a workable
plan, an overall plan for renewal and development so that they are
not creating the slums of tomorrow

Mr. WAGNER. That is correct, and we hope, Congressman, in this
plan we have some of the solution.

Mr. WTIDNALL. I think from what I have seen that you have pointed
the way more than many other municipalities that have fought
against that type of direction from a Federal level.

I think efforts have been made within the past few years particu-
larly to try to get the communities themselves to realize they have
many problems that they must take care of at the same time.

Mr. WAGNER. That is correct.
Mr. WIDNALL. Now, the second thing is this:
You spoke about a new area that you are planning on going into

that is west of Central Park. Don't you believe that if you do that
as contemplated that you will materially reduce the tax revenues
through concentrating so much public housing in that area?

Mr. WAGNER. No, Congressman; it won't be all just public, low-
, out housing. We want to encourage cooperatives to come in there.

We want to encourage people to come, private enterprise, to come in
under the State law, and the Comnissioner of Housing in the State,
Mr. McMurray, has indicated-more than indicated, has pledged his
cooperation in this, and we want to induce private capital to come in
and build there, particularly, doing away with some of the older
buildings.

Values are going down. In that way we will create a new value for
the area and increase it. It would be not merely leveled off and just
build low-cost public housing with tax exemption.

Mr. WIDXALL. Has your experience been where you have built pub-
lic-housing units that surrounding property has increased in tax
revenues?
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Mr. WAGNER. It has increased. I think not as much as some people-
thought originally, but it has increased. It has helped the area, the
general area outside of the housing.

Mr. IVIDNALL. Thank you.
The CHAIRMAN. I need to ask one question:
Mr. Widniall asked you about the workable program which is a

bone of contention in the Federal housing program over the past 2 or
3 years, and I assume the question he asked you about had to do with
the so-called workable program which is set up by regulation of the
Housing Home and Finance Agency in Washington.

Your answer to him was that it was no problem with you.
Now, I believe you have more housing experts, and I compliment

them as being the best in the country, maybe than we have in Wash-
ington.

But in a municipality where you don't have all of this vast knowl-
edge and experience you wouldn't say the workable program couldn't
be a hindrance to a community which was not equipped as you are in
the housing business?

Mr. VAGNER. I certainly would agree 100 percent, Congressman,
that we should try to streamline it as much as possible to allow those
smaller areas in our country that need help just as badly as the larger
areas, to find their programs moving ahead more rapidly.

Again, we are fortunate to have here people who are not only able
in housing but also good and aggressive, too.

The CIr InrAN. The best in the business.
Mr. Ashley.
Mr. ASHLE'Y. Mr. Mayor, I was extremely interested in the program

that you outlined because it seems that it attempts to meet a vast prob-
lem on many levels, public housing, renewal, and as you have just said,
it Incorporates an effort to entice private builders into the area, too.

It would be a misnomer to call it simply an urban renewal program.
Don't you agree Io that, sir 9

Mr. WAGNR cWell, I suppose it is hard to find a term that could
adequately describe it, but the program is to try to rehabilitate the
whole area.

Mr. ASHLEy. An entire area on many levels.
Mr VWAuvFR. Rehabilitate parts of an entire area.
Mr. ASHLEY. Mr. Chairman, at this time I have a very excellent

article from this morning's, that is, October 5, Daily News, and with
your permission, sir, I would like to have this inserted in the record.

The CHAIRMAN.. Wlhait is it
Mr. ASIILEY. It is entitled, "The Middle Income Housing Muddle."
The CHAIRnr.N. Does it have to do with the problem here in NewYork ?
Mi. ASHLEy. Yes, it does. Mr. Chairman.
The CHAIRMAN. All right.
(The article referred to above is as follows:)

[From Daily News October 5, 1955]

CITY BEFUDDLED BY MUDDLE IN MIDDLE INCOME HOUSING

(A subcommittee of the House Banking and Currency Committee begins inNew York today the first of a series of hearings to be held throughout the country
on housing problems In a series of four articles, the News herewith examinerNew York City's most citical housing problem-the shortage of middle-income
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housing. The series should prove instructive reading for members of the com-
mittee-and all New Yorkers.)

(By Sydney Mirkin)

Rich man, poor man-either can find a home in New York City. But brother,
if you are a member of that vast fraternity called the middle-income group,
New York is whistling a catchy little tune right at you. It's a bright number
called Get Out of Town.

This form of civic suicide has been going on for years now and it is snowballing.
But why?

Governors and mayors have issued dire warnings about the great loss to the
city and have appointed committees to study the problem.

Unfortunately, decent middle-income housing can't be built with the paper
used for committee reports.

It's not that middle-income housing isn't being built in the city The New York
City Housing Authority has under construction or in the planning stage half a
dozen large developments. And labor and civic groups are sponsoring several
huge cooperatives.

But all this is like trying to dam the Hudson with an erector set.

RUSSIANS TO GET A LOOK AT THEM

The new developments will be examined on Thursday and Friday this week
by a group of Russian experts touring the United States as guests of the National
Association of Home Builders. They will see low-rent houses, cooperative
developments, and other new construction of which the city is rightly proud.

But if they get a chance to see the living conditions of some folk who can afford
decent housing but can't find it, they'll think they never left the Communist
homeland.

Only a month ago Mayor Wagner released a report from a subcommittee of
the mayor's committee for better housing which estimated that some 450,000 New
Yorkers are in need of satisfactory housing at rentals from $16 to $24 a room
per month.

The report said more than 300,000 of these people were living in substandard
homes and another 30,000 to 40,000 in doubled-up or overcrowded conditions.

"This is New York's No. 1 housing problem," the committee said.
This vast group is in the no-man's-land of housing-an area where the private

builder cannot make a profit and public agencies move slowly or not at all.

so THEY'RE CAUGHT RIGHT IN MIDDLE

They are civil-service and white-collar workers, skilled and even semiskilled
labor, small-business men and minor executives in any of the thousands of com-
panies that make New York the commercial capital of the world.

They aren't eligible for the city's subsidized low-cost housing where, even
with the new higher limits recently announced, a couple with no children has to
earn less than $64 a week and a family with 5 minor children less than $77 a
week.

This group can't afford any of the fine new apartments going up in Man-
hattan at rentals of $50 and up per room. They can't even manage the monthly
bill for apartments in Queens, Brooklyn, and the Bronx at $30 to $35 a room
per month and up.

What they do depends on the individual circumstances.
Some young couples move in with his or her mom and pop. Some families

take whatever they can get, which usually means inadequate old buildings
lacking modern sanitary facilities.

Some families double and triple up with others to take over large apartments
in fine old buildings. This has happened on the upper West Side and the result
is given an apt name by State Housing Commissioner Joseph P. McMurray. He
warns of skyscrapper slums.

But most families caught in this housing vacuum do the obvious thing. They
get out of town by the tens of thousands

They head for Nassau County and nearby New Jersey-and to a lesser extent.
Westchester, Fairfield, and Rockland Counties. Taking advantage of small
downpayments and easy terms, they buy houses. And if they can't manage the
downpayment they have a chance at low rent until they can get the down-
payment.
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The mayor's committee says that the loss of middle-income people by the city
is a misfortune of the first order.

The committee isn't just being sentimental. When these families leave town
the city feels it immediately in sales tax and other tax collections, in declining
use of transit facilities, and in dozens of other ways.

What are some of the reasons for this situation? They are not very compli-
cated.

The first is that building and maintenance costs have gone up. As an
example of how much difference this could make, Metropolitan Life Insurance
Co. experts say that if they set out today to duplicate Stuyvesant Town, the
vast East Side development in lower Manhattan, they would have to figure on a
rental of about $40 a room.

Yet when the first families moved into the development, only 8 years ago,
rents were set at $17 a room.

A metropolitan executive, who has been in the construction business through-
out a long career, said: "We used to be able to estimate costs in advance. But
with material and labor constantly going up, it's gotten to where you just can't
make an estimate."

BUILDERS CAN'T DO MIDDLE-INCOME JOB

There are private builders who say that the metropolitan's building costs are
excessive because they bend over backward to use the best possible materials,
even when many others consider them nonessential.

But even these builders say they can't do the middle-income job. In the course
of research for these articles one builder estimated he could build and make a
profit in Manhattan at $27.50 a room but he finally asked to recheck his figures.
He never made a substitute estimate.

What emerges therefore is the fact that if the private builder can't do the job
he must have some form of help from the city, State, and/or Federal Govern-
ment.

This fact is so obvious that both Republicans and Democrats agree on it and
often have worked together amicably to seek a solution to the problem.

To see what effect Government action can have in helping to adjust rent levels,
let's examine what factors make up your rent bill. They are

Cost of the land; cost of the money-or interest on the mortgage-taxes; oper-
ation costs, and profit.

The various Government agencies have offered every kind of help except in op-
eration costs, where they would have no business interfering.

But the sad truth is that, as often seems to happen when the Government
gets involved with private business, there are all sorts of bureaucratic snafus
which manage to snarl legislative generosity in redtape and inertia.

The Federal Government offered aid to cities in lowering land costs under
title I of the National Housing Act of 1949. This provides for clearing slum
areas and turning the land over to private builders at low cost. The Federal
Government absorbs two-thirds of the cost, provided the city antes up the other
third.

In addition, the Federal Housing Administration can insure the mortgage of
the project up to 90 percent of its face value. This means that the bank or who-
ever else puts up the construction money is not taking much risk. This was
intended to make the flow of money for such projects easier.

Sounds great, doesn't it' Low land costs, reasonably cheap borrowing. But
what happened?

The FHA got a loud and deserved rap over the knuckles for letting a lot of
smart boys walk off with windfalls and they have been so scared ever since
they won't do anything at all for fear of doing something wrong again.

rHA DOES NOTHING AS MOSES STEAMS

The do-nothing policy of the FHA has been attacked again and again with
no result The latest barrage came from New York's champion "holler guy,"City Construction Coordinator Robert Moses

Moses, who has a low boiling point, really steamed as he accused the FHA
of holding up as many as a dozen slum-clearance projects for as long as 21/
years.

Backing him up was Clarence R. Knickman, who quit as local administrator
of the Housing and Home Finance Agency, parent of the FHA, because the FHA
"sat on its hands."
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As a measure of the action status of the agency, Knickman quit in June and
his job hasn't been filled yet.

These blasts were followed last Thursday by the first Federal action to guar-
antee a loan to private capital for slum clearance.

Amid much hoopla, Federal Housing Administrator Albert M. Cole signed
almost $6,500,000 in mortgage commitments-90 percent of the total required
outlay-to let private building get going on a program in north Harlem.

But the builders estimate that rents in the project will run about $32 a room.
Slum clearance? Yes. Middle-income housing? Pretty steep.

Do-nothing attitudes are not limited to the Federal level. They occur almost
anywhere. Even in New York City's government.

The last session of the legislature, after long hearings and after consultations
between the Republicans who controlled the legislature and the Democrats who
run New York City, passed the Mitchell-Lama bill.

MUST BE PUT BEFORE VOTERS NEXT MONTH

The key portions of the bill empower both city and State governments to lend
money to private corporations to construct low-rent housing. The companies
may borrow at low interest up to 90 percent of the cost of construction but they
also have to limit their profits to 6 percent or less.

What this bill was designed to accomplish n as the stimulation of housing for
middle-income groups

The State government, under the Mitchell-Lama bill would set up a fund of
$50 million for the low-cost loans This provision has to be submitted to the
voters in a referendum next month but already Housing Commissioner McMurray
has had his staff at work planning allocations.

The city was empowered to act at any time it chose.
But so far, New York City hasn't moved to use the provisions of the bill. The

center of the opposition has been the office of the comptroller, Lawrence Gerosa.
Deputy Controller Louis Cohen, speaking for Gerosa while the boss is abroad

on a vacation, offers a number of objections to the bill. The objections range
far and wide.

One is that the controller's office was not consulted in drawing up the bill
although he is charged with much of the responsibility for its administration.

The late Democratic boss, Ed Flynn, who sponsored the political careers of
both Gerosa and Cohen, might not have understood his next objection.

POWERS, DUTIES ARE CONFUSED

Cohen said that the controller would have to set up a separate division to
administer the bill and would have to hire a lot of expensive people to fill new
jobs. He estimated it would cost the city $500,000 a year to run the new division.

Cohen said the corporation counsel's office had gone over the 3Mitchell-Lama
bill and offered the opinion, among others, that the powers and duties of the city
and State were confused.

This gets to the nub of why the city is holding out for amendments before it
does anything about offering low-cost loans for middle-income housing.

Cohen complains that the bill gives the State housing commissioner authority
over the administration of the loans by the city.

In a rare burst of frankness, he added, "It might be all right now with this
fellow McMurray. But the Democrats might not always be in control of the
State The Republicans could come in here and raise hell with us."

Mr. ASHLEY. There is one pagrgraph that I would like to use at this
time. It relates to the Mitchel-Lama bill which was passed in the
general assembly.

Mr. WAG(NER. State legislation.
Mr. AIILEY. Providing a fund of $(oI million for low-cost loans.
I am quoting now from the Daily News:

The key portions of the bill empower both city and State governments to
lend money to private corporations to construct low-rent housing. The com-
panies may borrow at low interest up to 90 percent of the cost of construction,
but they also have to limit their profits to 6 percent or less.

Now, I wonder, Mr. Mayor, if you could give me some idea of the
effectiveness of this if it is passed by the voters.
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Mr. WAGNER. All I can -ay, Mr. Congressman, is that we hope it
will be effective because the legislature just passed it this past spring,
and over the summer months the office of the State commissioner of
housing and our comptroller and some of our other agencies have
been trying to work out the details of the program.

There have been a few spots that have been a little bit rough, but
we had a meeting only about last week or so where I brought the par-
ties together to try to get them to work out some of these misunder-
standings, and to get into the problem, for instance, of the comptroller
of the city of New York who is responsible for our finances here.

He was concerned that he wouldn't have adequate control over the
auditing, and so forth, and the details of the work.

Now, those are matters that I think should be worked out.
Mr. ASHLEY. Yes.
Mr. VWAc ER. I know they will be, and we sincerely hope that by

this time next year we will be moving on that program.
Mr. ASHLEY. You feel that your problems with respect to this legis-

lation are of an administrative nature ?
Mr. WAGNER. Tlat's right; and there is some thought too that

some amendments should be enacted at the next session of the legis-
lature, but I sincerely hope in the meantime we can proceed with our
plans.

Mr. ASILEY Do you think that builders are going to be interested
in the 6-percent profit

Mr. WAGNER. I am informed that quite a few are interested in the
project, and I think the State commissioner, Mr. McMurray, assures
me too that under their State program they have had a good many
inquiries expressing real interest.

Mr. AsHLEY. Thank you, sir.
The CHAIRMAN. Mr. Mayor, I want to thank you for coming, I

know you are a very busy man.
When I went to Congress and was a fledgling assigned to the Com-

mittee on Banking and Currency, the great leader on housing was
your distinguished father, and I think you are doing a good job follow-
ing in his footsteps.

Mr. WAGNER. Thank you very much, gentlemen, and we appreciate
your coming to New York to help us with our problems.

Thank you very much.
The CHAIRMArx. The next witness is Mr. Joseph P. McMurray,

New York State Housmg Commissioner.
Mr. McMurray, we are delighted to have you here. You don't need

any introduction, and no member of this committee needs any intro-
duction to you.

Joe, as all of you know, for a long number of years was with us
in the Congress as counsel to the Senate Committee on Banking and
Currency, and did a real job on housing.

STATEMENT OF JOSEPH P. McMURRAY, HOUSING COMMISSIONER,
NEW YORK

Mr. McMuRRAY. Thank you, Mr. Chairman.
First of all, I want to tell your committee how happy and honored

I am to have the opportunity to appear before you. It is a little
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unusual to sit on this side of the table. Most of my testimony before
has been whispered in a Member of Congress' ear.

It has been my great privilege and pleasure to know each one of
you personally and to have worked with you on numerous occasions
in the past. I, therefore, know from personal experience how deeply
concerned you are about the problem of better housing for our people.

I want to commend you, Mr. Chairman, for undertaking this very
difficult and complicated job, and I think you have started extremely
well. I have always felt that congressional committees spent too
much time in 1Washington, and that they would learn more and do a
great deal more educational work if they went to the grassroots like
your committee is presently doing, to find out what the problem is
at first hand.

I also want to commend the excellent staff work that your committee
has already done, and I think that I certainly can qualify as an expert
on at least this one subject, since I was so long engaged in staff work
myself. Your staff came up here and spent a great deal of time with
the witnesses that are going to appear before your committee and
numerous other experts in the field of housing. And as a result, the
testimony that will be presented you will be more meaningful, and
more directed to the questions with which your committee is concerned.
I met them last week in Clhwagoi and they were engaged in the same
operation. Such scientific and meaningful approach to your subject
can only result in your committee doing the most important job in
the field of housing that has been done since Senator Taft made a
similar investigation for the George postwar committee after World
War II.

You have done a great deal already. Since it was announced that
your committee was coming to New York, wheels started to move in
the FHA and there was a good result. On last Thursday the FHA
gave the first commitment on a section 220 FHA loan that has been
made under this program. If you will do nothing else in this inves-
tigation than to get the FHA going on this very vital program of pro-
viding rental housing, you will have already earned the applause of
our Nation, and certainly the thanks of this city and State.

The only thing I regret is that it took a year longer than I believe
was necessary to get this program into operation. As a matter of
fact, it took more than a year. Most of these jobs were started in
about July of 1952, and they were seeking commitments, under sec-
tion 213 and under section 207. As a matter of fact, it is really 3 years
too late. At such rate of progress by the FHA it might have been an-
other year before the commitment was issued if your committee had
not announced its visit to this city.

Knowing that you have many important witnesses and knowing
how valuable your time is, I do not intend to take up the time of your
committee reading a very long statement. I am, therefore, submitting
to you a more formal document which will more fully explain my
views. In that statement I refer to accomplishments in the field of
housing in our State, which have been great indeed. I also refer to
the shortcomings and the unfulfilled needs, which are tremendous. I
also discuss what the Federal Government and New York State are
doing about it and what remains to be done.

I would like to limit my oral testimony to emphasize just a few
points. But, since it is in the beginning of your hearings, I think it
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might be well if I attempt very briefly to set the background for this
whole problem. A good housing program provides the foundation,
in my opinion, for a free and democratic society. I, and I believe you
and the American people for the most part, start with the fundamen-
tal assumption that we human beings are made in the image of God.
That because we are made in the image of God, we derive a dignity as
individuals. Man must respect first of all his own dignity. He can-
not respect his own dignity if he lives like an animal. He cannot re-
spect the other fellow if he does not respect himself.

Therefore, it seems to me that it is fundamentally important to give
each and every individual human being the material wherewithal and
the opportunity of living in decency and respectability. When he
takes advantage of such opportunities, and all but a very small per-
centage of people will, he begins to respect himself, and he begins to
respect the other fellow. Once people start to respect themselves and
the other people, we have solved most of our social problems.

Let me give your committee a personal experience of what I am
trying to tell you about.

Not very long after I became State housing commissioner, I made
a visit to the Chelsea area in the west twenties of our city, where you
gentlemen were visiting on yesterday and to which Congressman Mc-
Donough referred. I visited a number of the homes of some of our
poor Puerto Rican families. In one of the homes there was a mother
and father and 7 children ranging from approximately 14 months to
17 years. They all lived in 1 room with a curtain to divide the room
into 2, a room not longer than 14 by 12.

The children were clean and neatly dressed. The house was kept
in good order. The people were very friendly. There were evidences
of religion and respect for their God about the room. I inquired as
to the whereabouts of the father, and whether he was working. The
wife answered and told me that he was working but had to take the
day off to pick up his oldest boy and bring him back home on parole.
1 could not help but wonder just how long that boy would sit around
that household, with six other small children around, together with
cooking and other family activity in progress. Certainly, in a day
or two he would be back in his old haunts and would soon again be a
burden to our society. I wondered further what would happen to
the other children as time went on, and also to the mother and father
in the process.

This is a closeup of what we are talking about when we speak of
the problems we must solve. No decent American citizen would allow
such a situation to continue if he could do anything about it and,
gentlemen of this committee, something can be done. There are other
kinds of situations that are not as bad as this, but are still very severe.
I have in this city many of my own friends and relatives who are forced
to live in inadequate and congested dwellings.

I know after your visit around New York City yesterday and the
other visits that you will make throughout the country in other
cities, after you see the tremendous size of our problem, your tendency
may be to throw up your hands and say, "How can I do anything
about it? It is just too big and it is just too complicated." It would
seem like trying to clear the way by chipping rocks off the mountain
by hand.
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Your problem is a big and difficult one but, because it is big and
difficult, so much more the challenge, so much more the reason that
we Americans have to do something about it.

The President's Advisory Committee on Housing in 1953, and you
are familiar with the composition of that committee, was composed
of a group of experts in the field who could not be labeled as liberals
or radicals but by some were labeled conservative. As a matter of
fact, I know each one of them individually, and I call them experts
and men who are trying to solve the problem we are now talking about.
They estimated that it would cost about $15 billion to clear our slums
and $9 billion for public improvements in rehabilitated areas. This
did not include the cost of rebuilding the 5 million units which have
to replace those structures that they said would have to be removed.
Nor did it include rehabilitation of the deteriorating structures. In
addition to all this, there are probably some 2,500,000 units beyond
rehabilitation outside of slum areas that should be torn down and
rebuilt.

Assuming our present rate of construction continues, it would still
take-and this is a rough estimate-an additional billion dollars to
eliminate our slums and provide, in the words of the Housing Act,
"a decent home in a suitable living environment for every American
family."

The present slum-clearance program authorized one-half billion dol-
lars in loans and one-half billion dollars in grants over a period of
the next 2, possibly 3 years. In other words, at this rate and in view
of the President's committee's estimate of our slum problem, it would
take 120 years to clear our slums and put in minimum public improve-
ments in areas that can still be rehabilitated.

We were spending at the rate of $100 billion annually near the end
of World War II, or almost $2 billion a week for war. I ask the com-
mittee, Shouldn't we be willing to spend for better housing, better
neighborhoods, better living, and better citizenship on an annual basis
an amount equivalent to one-half of 1 week of what we were willing
to spend to fight evil outside our own Nation? Instead of doing the
job in 120 years, shouldn't we be willing to spend a billion dollars a
year on slum clearance and prevention so that we could do the job
that needs to be done in 24 years?

Again let me emphasize that this does not include the cost of build-
ing the new housing to replace what we demolish, nor of rehabilitating
the millions of dwellings that need to be brought up to minimum
standards of decency. I fervently hope that you will ask yourselves
these questions when you complete the hearings and when you make
your recommendations to the House of Representatives.

The size of the job is so large that no group by itself can make a dent
in it. The only way that we can make progress toward the solution of
this problem is by enlisting the active and vigorous support of every
group that has a responsibility in connection with the housing pro-
gram of our Nation, to do much more than they are presently doing,
and to coordinate their efforts and unite with others and our Govern-
ment in going forward with this program.

The time has long passed when we should be wasting our energies
and our time criticizing the other fellow for what he has attempted to
do. On the basis of a fair amount of experience with every major
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group connected with this problem, I believe we all have a great deal
to contribute to the solution of the problem.

I have learned, after working with all these groups, that no one has
a monopoly on good intentions, nor do they have the storehouse of
knowledge, or the tools available to do the job by themselves. If your
committee can do no more-and I am sure it can do much more-than
convince people that they should spend their energy working together
and solving the problem, and discourage them from using-destructive
criticism, you will have accomplished a very great deal. I believe that
your committee will be more convinced than ever after your investiga-
tion that the Government must continue to play an important, and
even more important, role in getting on with the job. But to the extent
that it is possible, and this is the tough part of our problem, Govern-
ment can function best as a catalytic agent in filling in the gaps, so to
speak, where necessary.

Certainly the Government has already done much-and I want to
compliment first of all the Congress of the United States, and I am not
saying this in any sense of polishing the apple-you people know me
too well-but on the basis of first-hand knowledge of what the Con-
gress did in various housing acts and otherwise-what the Congress
did in providing a basis for a comprehensive approach to the problem.

It would take too much of the committee's time to relate what has
already been done, but it is my opinion that Congress has been ahead
of the people, certainly in this field. I have seen numerous Members
of Congress time and time again-from the most so-called conservative
Senators to the most so-called liberal Senators and Congressmen-
vote for bills and amendments which would not make them popular
in their own States or in their own district. But they did it because
they recognized what the problem was and because they were con-
vinced that the particular bill or amendment was in the interest
of their people and the people of the United States. Believe me,
members of the committee, I can document this.

Just look at the declaration of policy in the Housing Act of 1949,
and I venture to state that no one could improve on it, that it forms
the basis for the housing program of our Government. Certainly.
it goes much further in pointing out the objectives of a sound hous-
ing policy than any statement or any article on the subject that I
ever read. It must, of course, be further implemented, but I think
it is important before I make what may appear to be critical re-
marks-I intend and hope they are constructive in nature-about
some of the programs, that we understand that I am not forgetting,
nor should we forget, what has been accomplished already.

Our national housing legislation should be a demonstration of
what can be done; it should serve as a basis, and show the practicality
of doing a great deal more. There is a tendency on the part of the
American people to be overcritical and forgetful of their accomplish-
ments. I think we should approach our problem with a balanced
perspective.

The first and foremost solution to our problem is to increase greatly
the inventory of our housing. Do not be concerned that we are build-
ing too many houses. No doubt, in some areas possibly, a few more
houses are being built than will be readily absorbed in that particular
market, but on the broad national front, we need have no fears of
overbuilding as long as we build less than 2 million houses a year.
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I would like to put in the record at this point an article which
appeared in a recent issue of the World-Telegram and Sun, quoting at
length from the president of the NAREB on the subject, Mr. Henry
Waltemade.

The CHAIRMAN. It may be incorporated in the record at this point.
(The article follows:)

WALTEMADE HITS "FEAR" BEHIND CREDIT CURBS

REALTOR SPOKESMAN ALSO BLAMES POLITICS; TELLS LONG ISLAND BROKERS ECONOMY
IS BOOMING

(By James L. Holton, real estate editor)

Henry G. Waltemade, Bronx president of the National Association of Real
Estate Boards, protests that the administration in tightening up on home moit-
gage credit this summer was motivated by politics and fear.

Speaking before members of the Long Island Real Estate Board Wednesday
night at their dinner in the Stewart Manor Country Club, Mr. Waltemade said
the credit restrictions were unnecessary.

"Although our economy is setting new records, and employment is high," he
emphasized, "there seemed to be some concern that our mighty production
machine might run down and that its present mo ement had to be checked a
bit in order to stretch out housing to keep it at a satisfactory clip in the 1956
election year

"All this overlooks the self-regulating capacity of our stable home market,
which makes its own adjustment of supply to demand, and it ignores the excel-
lent debt-retirement record of home buyers," the realtor leader said.

DEBT NOT FRIGHTENING

"It seems to me that such conflicting fears sell the future shot, and puts on
blinders to the present," Mr. Waltemade continued.

Mr. Waltemade said that at least 8 million families now a ant larger and
better homes, and that Government statistics show that buyers occupying FHA-
and VA-financed dwellings "have been more than 99 percent successful in meet-
ing their home mortgage obligations."

"Moreover mortgage debt now represents only a little more than half the
proportion of national income that it accounted for in 1930," the NAREB head
went on.

"The principal issue is not a 25-year amortization period versus 30 years, or
a 12 percent or 10 percent downpayment." Mr. Waltemade declared. "Our
basic disagreement is with the inadequate estimate of the Nation's economic
strength prompting these moves.

"Restricting credit terms on FHA and VA home purchases will undoubtedly
make homeownership just difficult enough for many families of low and moder-
ate income to remove them from the market," he asserted.

CITIES ATTACK ON SLUMS

"That is what the curbs were aimed at, and it is reason enough for serious
objection to the move," Mr. Waltemade said.

"We cannot share these fears," he added "With employment high, our econ-
omy in vigorous growth, population soaring, and a growing desire by the public
to have-and pay for-better housing, we need not worry."

With a sustained high lebel of new housing, Mr. Waltemade concluded, the
problem of unfit dwellings and slums will be overcome "On every hand we see
remodeling, rehabilitation, and modernization making tremendous improvements
in the existing housing supply," he noted.

Mr. McMURRAY. As mentioned in my statement, the governor in his
message to the legislature estimated that close to 1 million housing
units are now needed to bring our housing supply up to an adequate
standard in this State. In addition to this, there is a net gain of
70,000 new households a year which must be provided for. New York
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is not much different than any other State-the only difference is in

numbers, not in percentages.
I am, therefore, very concerned about credit restrictions that are

aimed directly at reducing the increase in our housing supply. It
seems to me that we should direct our economic policy so that we

should encourage a greater amount of housing of all kinds by all the
devices at our command. There was much criticism on the no down-
payment for veterans and the 5-percent downpayment on lower-priced
FHA houses.

From my observation throughout New York State, the reduced
downpayments, rather than being capitalized into higher prices for
housing, have increased the supply and the competition in the field of
housing, so that a couple of months ago the home buyer was getting
much more value for his money than he was a couple of years ago, in
spite of some of the price increases in materials and labor costs.

I think increased production of housing and increased competition
can further reduce the price of housing, whereas a limitation on the
supply which will result from credit restrictions will increase the cost
of housing and the price which the veteran or the prospective home-
owner will have to pay.

We must keep our eye on the ball. What does this country need?
What does the consumer need ? I say to you that more than a lot of
other things we are producing, he needs housing. If this is true,
then let us gear our economy toward that objective. And I hope
that your committee, if it arrives at the same conclusion after its
investigation-and I know that the chairman of this committee has
already arrived at a similar conclusion in his address before the
National Association of Home Builders, in Washington-will keep
this in mind when it makes its recommendations to the House of Repre-
sentatives.

There are several Federal programs that are presently operating
which can help us provide a great deal more housing and help us
eliminate some of our slum and blighted housing that I would like to
make some very brief comments about.

The title I program, urban renewal, has up until recently been some-
what bogged down. The shortage of trained personnel from the
regional office of the Urban Renewal Administration to explain the
program locally on a continuing basis as well as a shortage of skilled
technicians on the local level to assist municipalities-and that is the
matter that one of you gentlemen referred to earlier, in the prepara-
tion of data, forms, and studies, should the progress of the upstate
programs. This situation has been remedied, however, and skillful
advice is now forthcoming, and procedures have been simplified.

The basic difficulty with this program, however, is that most cities
cannot afford because of their own fiscal difficulties, to provide one-
third of the cost that is required under the present Federal law. Those
communities that somehow managed to afford to build one project
will find it very difficult to finance the second project, or in the case
of New York City, more than those that are presently underway.

Other difficulties that should be cleared up are:
1. Delays in processing submissions and resubmissions.
2. Insufficient comprehension on the part of local governments of

the fact that deterioration and blight can be stopped only by a full-
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scale attack on all the causes of blight; that a comprehensive approach
is needed toward the development of the whole community.

3. The continuing lack of adequate local resources to undertake the
initial preparatory fact-gathering and application preparation.

I believe the expansion of the program is absolutely essential if we
are going to make any inroads on eliminating our slums. Accord-
ingy, may I suggest to your committee that you give very serious
consideration to amending the present law, so that the Federal Gov-
ernment will increase its share of the writedown from 662/3 to 80 per-
cent. If this were done, I believe you would find a great many more
cities throughout the Nation taking advantage of the act, and you
would also enable some of the larger cities that are already making
use of this law, to multiply their efforts. If you recommend this, of
course I would hope that you would increase the authorization for
loan funds, as well as for grants, and remembering what I said about
spending in the neighborhood of one-half to 1 week's cost of World
War II, you might well recommend an increase in the authorization
of loans by $1 billion and of grants of $1 billion.

As Commissioner of Housing for the State of New York, I am co-
ordinating that part of the State program, referred to as offsite clear-
ance, with the Federal program.

Our offsite clearance program is derived from the State public
housing program. If a community builds a project on an open land
site, we permit to to use up to 10 percent of the development cost for
offsite clearance of slums or deteriorated dwellings.

I permit and encourage cities to make use of our offsite clearance
funds as part of the local contribution toward an urban renewal pro-
gram. I do not want to permit such funds to be used as a substitute,
but rather as a supplement to the local contribution. In this way, for
example, by using our offsite funds up to the same amount as the local
community's share, a municipality will be able to get a local renewal
program twice as large as it would otherwise. A number of commu-
nities throughout the State have manifested a keen interest in this
program.

I would also like to say that I have had the very finest cooperation
from Albert Cole, the Administrator of IIHFA, and the Commis-
sioner of the Urban Renewal Division, Jim Follin. They have co-
operated 100 percent in this coordination effort. This is only in keep-
ing with my belief that solutions to these difficult problems can only
be obtained when all groups, regardless of their politics or their par-
ticular vested interests, work together. In going about the State and
speaking to the various groups in our cities, I always describe what
great opportunities the title I program offers to them, as well as some
of the other Federal programs.

As I have facetiously remarked to Jim Follin, I think the Federal
Government ought to pay part of my salary, since I do so much sell-
ing of its programs on my tours. Actually, I believe that the Divi-
sion of Housing's responsibility is to promote by every means pos-
sible better housing and better neighborhoods, not simply the pro-
grams which we operate ourselves. We are interested ni more housing
by whatever sound means are available.

In order to make up for the lack of adequate local resources to
undertake the initial preparatory fact-gathering and application
preparation to which I referred earher, I have instructed my staff to

68692-55-pt 1-3
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prepare recommendations for methods of assisting communities in
the preparation of initial applications.

The suggestions we have been thinking about include the assigning
of technical staff to prepare material explaining the program, having
experienced personnel meet with interested local officials, rendering
technical assistance, and possibly requesting funds to subsidize the
preparation of preliminary studies and surveys.

We are also submitting to the Governor proposed legislation which
would provide the communities in New York State an increased oppor-
tunity to participate in urban renewal programs. What I have in
mind there is recommending an authorization which can be used as
assistance to the local community in meeting its share of the costs.

The State division of housing has also taken advantage of section
314 of the Housing Act of 194, which provides for Federal assistance
up to two-thirds of the cost of demonstration programs. We have
worked out, together with the Federal officials, and are presently pre-
paring an application for assistance on a number of studies which
we think will be valuable not only within our own State but to the
whole Nation as well. Following is a list of some of the studies that
we intend to undertake with this program:

1. A study of existing local codes and regulations affecting housing
occupancy standards, leading toward formulation of a State housing
code.

2. A demonstration, in a pilot community, of what might be done
by using all available urban-renewal tools, involving:

(a) Selection of a suitable community.
(b) Survey of community needs, economic base of locality, and

degree of public support.
(c) Standards of sound neighborhood growth and renewal.
(d) Possibilities of reuse of land for industry.
(e) Standards for possible rehabilitation of structures.
(f) Possible effects of complete renewal and housing program on

the community.
The FHA program, especially the multifamily rental-type sections,are of extreme importance in providing decent housing in New York

City. Sections 220, 213, and 207 must be made to work. The failure
of the FHA to get these programs in operation, we all know, is theresult of the various investigations made by the administration andthe Congress. I believe these investigations should have been made.And some of the wrongdoings that did take place were properly
exposed, and should be rooted out of the various programs. There is
no question that some of what was discovered was scandalous.

It is my opinion that the FHA could have taken note of the concernof the Congress and the administration with certain practices that
were going on and might have revised its regulations to prevent future
wrongdoing without going to the extreme of attempting to protectitself from any possible criticism in the future. Our Government
does not operate on the basis of having a policeman always lookingover our shoulder, nor is it possible administratively to so write regu-lations that every last possible loophole is plugged up. We have toassume that the other fellow is reasonably honest. We ought to have
such controls and penalties that the wrongdoer is found out and pun-ished. I think an administrator, in a way, has to take certain calcu-
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Jated risks, and if he is honest and intelligent in his administration,
he can't go very far wrong.

The FHA is so fearful of being caught doing something that would
be later criticized that for all practical purposes it did nothing so far
as the multifamily mortgage insurance was concerned. It made the
program inflexible and inoperative. It is true that some of what was
discovered regarding the 608 program was scandalous, yet the pro-
gram did produce a lot of fairly decent and much needed housing for
many thousands of families in New York City, as well as throughout
the country.

I believe it produced a hundred thousand units in that neighborhood
in New York City alone. It seems to me that a much greater scandal
has been created by the failure of the FHA to produce any rental
houses during the past year for our people who are so desperately in
need of them. I know a great number of people in the FHA, and so
far as I know, they are all honest men and intelligent men, and are as
anxious as I am to see the program operating effectively. And I intend
no criticism on any of these fine officials personally.

My knowledge about the FHA program is not based on firsthand
experience. It comes from information I received from builders and
sponsors, and people who are interested in the program.

The basic criticism, to put it bluntly, is that the regional office in
New York as presently operated serves no useful purpose at all because
it declines to make any decisions or accept the responsibility for any
decisions without checking and doublechecking with the home office in
Washington.

The smallest detail relating to a proposed project is referred to
Washington for an opinion. Under such conditions it is not surprising
that so many new housing developments are completely stalled.

In addition, certain unreasonable regulations are still being slavishly
applied, which do not seem to make good sense. A good deal of this
is the result of Washington's failure to take into account variations in
regional requirements for sound construction and management. This
is a situation which would justify the return of the power to accept
responsibility and to make decisions to the officials of the local offices.

Here are 10 examples of such unreasonable regulations as I am
informed they are presently being applied by the New York office of
the FHA.

1. If a project includes within its plans the provision of outdoor
parking areas as well as garages, no credit is given in the valuation
determination for the former.

Mr. McDoNorGH. That is a recommendation of an amendment to
the act. In other words, you are proposing that the committee con-
sider that as an amendment to the act?

Mr. MCMURRAY. No, sir; that is a matter of regulation.
Mr. McDONOUGH. You mean it is within the administrative power,

within the discretion of the Administrator ?
Mr. McMuRRAr. It is part of the act.
However, if no garages are included, only parking areas, credit

is given for them.
2. The regulation as to permissible room sizes, although recently

made a little more flexible, is still too rigid for adequate planning in
this area.
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3. Until recently no credit was given for balconies or for extra bath-
rooms in larger apartments. This has been relaxed somewhat, but
the full value of these is still not recognized in the cost.

4. Despite efforts during the past month or two by the FHA to ar-
rive at a more realistic valuation of the project, related to the actual
cost of its construction, it still adheres to unrealistic and unreasonable
practices with regard to land values that leave the building sponsor
fixed on the horns of a practical dilemma.

Here is the problem: The FHA insists on actual and firm cost fig-
ures for the demolition of existing buildings, in the case of title I hous-
ing projects, the relocation of site tenants and the relocation of
utilities. It insists on being supplied with these firm costs before the
sponsor has been able to let his contracts, refusing his best estimates.
Builders inform me that such cost figures are impossible to determine
exactly before contracts are let and that the FHA should accept esti-
mates and judge their reasonableness on the basis of its experience in
these matters.

Mr. McDoNorsGH. There could be a wide variation in a thing like
that, very wide.

Mr. McMURRAY. But, as a practical matter, it is impossible to make
firm and therefore you take the best estimate.

Don't forget this, gentlemen, you passed in the last Congress cost
certification which, if it is workable, will catch any mistakes that are
made along the road, and I think this is overlooked to a great extent.

5. Conflicts arise between the FHA and the Housing and Home
Finance Agency which leave the sponsor high and dry until a deci-
sion is reached in Washington.

Commissioner Moses, I think, yesterday in his informal talk with
you gentlemen put it very well. The trouble is, I think his words
were better than mine, that it is an equal among equals, and you can't
have that kind of administration. Hallelujah.

Sometimes this takes months and months. One example related
to my office by the builder affected, concerned the question of density
and site coverage. The FHA and the HHFA disagreed radically
with respect to these matters. The sponsor's project plans were
brought to a standstill until an agreement was reached in Washington,
and this cost the builder money. Certainly a degree of flexibility
should be determined ahead of time and local FHA officials be per-
mitted to exercise their discretion in such matters.

6. FHA allowances for overhead, profit, and architectural fees
are inadequate and unrealistic. Until recently the builder was al-
lowed 5 percent for overhead and profit and 2 percent for architec-
tural fees. The builders objected to these percentages as insufficient
and unreasonable. Recently the FHA revised its regulations to per-
mit 7 percent to the builders for overhead and profit but reduced the
architects' fees to 1% percent.

The CHAIRMAN. IS that on 220
Mr. McMURRAY. That is on 220, and I presume it is also on the

rest of the titles, but I am not certain of that. On 220 I am certain.
Mr. GAMBLE. Is an architect going to work for 11 percent?
Mr. McMuRRA. The builders claim that they still have to pay

between 2 and 21% percent for architectural work; thus they have
to cut into their overhead and profit allowance and the balance which
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remains is still too low to encourage them to build the huge volume
of housing still needed.

Don't forget this. We still have to give these fellows incentive.
They are not in this business for charity. They are in it for money,
and they are entitled to a fair return on their money. That is what
Congress intended when it passed these sections.

7. The FHA still gives insufficient consideration to local differences
in the determination of costs and of rents. Although New York is a
high-cost area, the regulations are too rigid. There has been a recent
attempt to take this into consideration but the problem has not been
sufficiently relieved.

8. The certificate of incorporation is set up entirely by the FHA
without any consideration of the sponsor's individual problems or
plans. The certificate of incorporation, I am informed, is written
in Washington, forwarded to the New York regional office, and then
filed with the secretary of state in Albany. The sponsor has no voice
in the terms of the certificate of incorporation. As a result, he does
not dare object to certain provision( lest the job be held up indefinitely.
The closing of one of the larger title I projects in New York City is
now being held up for just such a reason.

Now, again I say, don't forget this is private enterprise and I don't
think Congress ever intended the administration to go this far in tell-
ing the builders what they had to do.

In addition, the FHA is reported as requiring definite informa-
tion and details of the corporation before it can be determined. The
certificate of incorporation is filed between the time a comunitment is
given and the closing. The FHA is said to demand information to
be included in the certificate of incorporation which cannot be de-
termined until after the closing. This presents an insoluble problem
to the builder.

The New York State Division of Housing has some experience in
the formulation of such corporations. Our experience with the FHA,
in the past, has been very satisfactory in that the certificates of incor-
poration we have drawn up for limited dividend housing companies
receiving FHA insured mortgages have been accepted without ques-
tion by the FHA. Of course, we give full consideration to the build-
er's problems as well as to the proper governmental safeguards.

In fact, they are the ones that prepare them in the first case and
we merely go over them and work it out in what I would expect would
be done in any Federal governmental setup. I believe the FHA
should do likewise.

9. The FHA insists that every structure in a project have the same
average dwelling unit count. This is too restrictive and places un-
necessary obstacles in the path of flexible design and planning.

10. The FHA was severely criticized in the past for allowing land
valuations far in excess of actual value, thus permitting unconscion-
able profiteering in land. Its current reaction to this criticism is to
swing to the other extreme; that is, to place land valuations at a figure
far below current land values. One is as bad as the other. Modera-
tion, it would seem, would solve this problem and encourage builders
to proceed with their jobs.

These are only a few of the many complaints we have heard.
We cannot expect any real progress in home building in New York

State until the regional office is given a stature greater than a mere
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mail drop. As long as it will make no decisions or accept no responsi-
bility, it can serve no useful purpose. The situation must be remedied
forthwith.

And I hope that before your committee leaves this city you will do
something about that one problem, and if you do that, I am sure that
you will see a lot of nice housing around New York City within the
next year.

With respect to subsidized low rent public housing and slum clear-
ance, the State of New York is continuing to contribute its resources
in a positive way. Last year, the voters approved an addition of $200
million in the capital loan fund, making a total of $985 million avail-
able for public housing purposes. This November the voters will be
asked to approve a constitutional amendment authorizing an increase
in subsidies to service the additions to the loan fund and to help keep
the rentals within the means of low-income families.

And, incidentally, this is being supported by both the Republicans
and the Democrats, and it was passed in the legislature with com-
pletely, bipartisan support.

Our experience 111 this State amply demonstrates that only by joint
Federal and State aid can we hope to make real progress in our public-
housing and slum-clearance program. In the past the Federal contri-
butions have been almost on a par with those of the State. In recent
years, however, there has been an unfortunate trend on the part of the
Federal Government to reduce its low rent public-housing program.
I believe the program should be expanded to the size provided for in
the Housing Act of 1954.

At this time I would simply like to list and refer you to my fuller
statement relating to certain innovations being tested in our State
public-housing program, which are worthy of consideration for appli-
cation to the Federal program:

1. Scattered sites.
2. Very small projects with a higher degree of self-maintenance

and operations.
3. Apartments for families of large size.
4. Apartments for 1- and 2-person families, and
5. Apartments for the aged.
I have left the problem of providing adequate housing for familiesof low and moderate means-the forgotten generation-to the last

because I want to give it the final emphasis.
I do not have to describe in any detail what the need for housing isfor the people in New York City, for example, who can only affordto pay in the neighborhood of $20 to $22 per room per month. This

inclu firemen, policemen, bank clerks, civil-service personnel, andso forth.
Their numbers are many and their need is very great indeed. Thehousing being provided under FHA sections 213, 220, 207, and by con-ventional financing are outside of their income level.
As one small means of providing some housing for these groups,

we were successful in passing, on a completely bipartisan basis, aprogram known as the Mitchell-Lama law. This law permits spon-
sors to borrow on mortgage 90 percent of the capital requirements, ata lower rate of interest and for a longer term than would be availablefrom private source. Such funds under the bill could at present beborrowed from a municipality, or from the State on January 1, 1956,
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provided the electorate approves the allocation of $50 million in the
election to be held November 1955 for that purpose.

I might say by way of illustration that take an FHA $35-per-room-
per-month apartment, if we used this law, by giving them 90-percent
loans, interest rate at what it cost us, 40-percent tax exemption, we
will be able to reduce that $35 a month to $22-to $21.16. But for
the record you will want to know the details.

I might say that we have already had 8,000 units indicated that are
ready, that already are firmly interested in the program, and we
expect that by January of 1956 we will have fifteen to twenty thou-
sand units available.

Depending on the cost of land and the type of construction used,
this program, now referred to as the limited profit housing program,
should permit a rental of approximately $20 per room a month ex-
clusive of gas and electricity. Great interest has been shown by nu-
merous sponsoring groups.

In order to achieve this type of rental or cooperatively owned hous-
ing, the law provides, in addition to the low rates of interest on mort-
gage loans, estimated at about 3 percent, an amortization period of
50 years, a reasonable limitation of 51/2 to 712 percent for builder's
profit, plus 334 percent for overhead and architect's fee, which would
still encourage private initiative, eligibility for municipal tax abate-
ment for a limited period up to 40 percent of the cost of the develop-
ment, and flexible supervision of construction, audits, and operation
by myself to insure that the housing developments are in the best
interest of the families for whom they are intended as well as to pro-
tect the public interest.

To date, sponsors proposing over 8,000 units have discussed making
applications for mortgage funds from New York City and several
other metropolitan centers in the State, and from New York State
itself. The interest shown thus far would indicate that by January
1, 1956. we should have on hand applications for 15,000 to 20,000 units
throughout the State.

Various groups have written in and requested information in refer-
ence to the program. Available data has been furnished these spon-
soring groups with the request that they visit the office of the State
division of housing in New York City where the program could be
more fully discussed. The $50 million to be voted on this fall will
not begin to meet the demand for this type of housing throughout the
State as it would allow for only approximately 4,000 to 5,000 units.
But nevertheless it will be a start in the right direction.

This program could be greatly expedited if New York City and
other municipalities would proceed under the limited profit housing
provisions of the State's public housing law, but to date we have had
no indication that any of our cities are taking advantage of this law.

And incidentally, I will be tested myself in November if the people
approve of the bill, and I can say as far as the State people are con-
cerned, we are going to go ahead with the bill, and I am going to try
to see if as an administrator I can work the will of the legislature. I
don't know if I can succeed, but I am going to make a very hard try.

It seems to me that no time is more propitious than now for com-
parable housing plans to be made on a Federal level to help meet this

real and unfulfilled need.
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I can give the members a copy of the bill or put it in the record.
The CHAIRMAN. We will put it in the record at the end of your

statement.
Mr. McMURRAY. Call it what you will, middle income housing or,

as we do in this State, low-rent housing by private enterprise, the
important thing is to get such a program started, a good supply of
houses built, and families than whom there are no more deserving
moved in.

The Federal Government has successfully developed a sound and
justifiable public low-rent housing program. It is in the early stages
of what appears to be a good urban renewal and redevelopment pro-
gram. It has shown its capacity to encourage the construction of sale
and rental housing for upper middle income groups by the millions.
I am confident it can now produce aids for a private low and moderate
rental housing program if it will tackle the job fearlessly and with the
secure knowledge that the people of the country are looking toward
it for help.

In the State of New York, while we do not wait for the Federal
Government to act, we nevertheless realize that we cannot do the job
adequately alone. We need Federal cooperation and assistance and
we need the cooperation of every segment of the home-building
industry.

And I am very pleased to say that here in New York it looks to me
that we are really about to get it in a big way.

There is no better way of solving our housing problem than to build
and build and build again, until there is no more shortage, until there
are no more ill housed.

The CHAIRMAN. Mr. Commissioner, we appreciate that statement.
We have got to ask you a lot of questions and the time is getting late,
and if you will agree, the committee would like for you to step aside,
to come back after lunch, and we would like to hear from Mr. Moses
now.

Mr. McMURRAY. I would be very delighted.
Mr. WIDNALL. Mr. Chairman, is the part of Mr. McMurray's testi-

mony on page 10 to be excluded or included in the record?
The CHAIRMAN. Included.
Mr. Moses we are sorry to detain you. First of all, we want to

thank you for a very delightful occasion at lunch and a very interest-
ing conversation.

Mr. MOSEs. We are glad you came.

STATEMENT OF ROBERT MOSES, CHAIRMAN, NEW YORK CITY
COMMITTEE ON SLUM CLEARANCE

The CHAIRMAN. You can proceed in any manner you desire, Mr.
Moses.

Mr. MosES. I have no printed statement. We have already given
you the recent correspondence with Mr. Cole and the Housing and
Home Finance Agency, and I presume that will be in the record.

The CHAIRMAN. It has not been offered for the record. I would like
the record to include a letter under date of September 7 and support-
ing date by Mr. Moses.
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CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York 35, N. Y., November 19, 1958.
Hon. ALBERT 1. COLE,

Administrator, Housing and Home Finance Agenc/,
Washalngon25,D C

DEAR MR. COLE: You will, of course, remember that during your recent inspec-
tion and hearing on housing matters in New York City we brought your attention
the slow progress of applications pending in the local FHA office for com-
mitments with respect to several of the title I projects underway in the city
Particularly, we discussed the project at Corlears Hook where relocation and
demolition had been underway extensively and where the area was ready for
construction You indicated then that you would make the necessary steps to
accelerate the processing of the documents through the local FHA office.

We now ind ourselves in the position of having not only Corlears Hook, but
also the Harlem and West Park title I projects in similar stages of demolition.
Construction of the first sections of these developments would now proceed
except for the fact that the applications for FHA commitments have not yet
been acted upon. Progress on these projects is therefore delayed.

It seems unfortunate that this condition should arise within your Agency.
The fact is that all of these projects were approved by the Housing and Home
Finance Agency under the title I program of redevelopment. It is an arm of
the very same Agency, the FHA, which is now delaying their construction

I realize you have a backlog of projects to examine However, may I ask
your cooperation again in expediting the applications now pending so that com-
mitments may be issued as soon as possible and work on the approved projects

may go forward I know your interest in expediting and completing the slum-
clearance program here and will appreciate your cooperation in this respect.

Very truly yours,
ROBERT MOSES, Chairman.

HOUSING AND HOME FINANCE AGENCY,
OFFICE OF THE ADMINISTRATOR,

Waslhigton, D. C, December 2, 1953.
Mr, ROBERT MOSES,

Chairman, Cite of ew York Office of Committee on Slum Cleas ance,
New York 85, N. Y.

DEAR MR MOSES: Thank you for your letter of November 19 again bringing

to my attention the applications pending in the New York FHA office, with

respect to title I projects, especially the applications for the Corlears Hook and

Harlem and West Park projects
I have taken this matter up with Commissioner Guy T. O. Hollyday of the FHA

in order that the processing of the applications will not be delayed
Sincerely yours, ALBERT M. COLE, Administrator.

CITY OF NEW YORK,

OFFICE OF COMMITTEE ON SLUM CLEARANCE,
Newi York 35, N. Y., December 31, 1958.

Hon ALBERT M COLE,
Administrator, Housing and Home Finance Agency,

WashLngton 25, D. C

DEAR MR COLE: Thank you for your reply of December 22, 1953, and your

cooperation in expediting consideration of our title I slum-clearance projects in

the local FHA office. We also received the report of the President's Advisory

Committee and were much pleased to note your recommendations for special

considerations for slum-clearance areas by the FHA.

Attached is a memorandum giving the status of our title I projects in the

local FHA office which, on the whole, substantially agrees with your letter

What appears most necessary now is to establish the policy reflected in

recommendation No. 7 on page 119 of your report to the President There is

nothing to prevent the FHA from giving sponsors of title I projects a more

liberal interpretation under the present provisions of the law. The local FHA

office has shown a tendency at times to penalize builders on slum-clearance

sites as to rental and mortgage considerations. It would also help if we could
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assure the builders that if they proceed at once as rapidly as possible, they will
be permitted to take advantage of any new law enacted subsequent to the
beginning of construction.

I hope to see you in Washington shortly at your convenience.
Cordially,

ROBERT MOSES, Chairman.
Attachment.

MEMORANDUM ON STATs OF TITLE I PROJECTS IN LOCAL FHA OFFICE

The answers to the specific issues raised in Mr. Cole's reply of December 22,
1953, to our letter of November 19 requesting expediting of FHA processing of
the Corlears Hook, Harlem, and West Park projects are as follows:

Corlears Hook
The statement is correct and Mr. Kazan continues daily to expect a so-called

preliminary commitment. Actually he has acceded to a great many of their
requests and they have made concessions to him. The commitment originally
offered by FHA was substantially below what Mr. Kazan required and a com-
promise is being negotiated.

Harlem
The statement is correct except that the figures referred to have been sub-

mitted to and discussed with the local FHA office. Mr. George Grace indicates
that he anticipates a commitment promptly but has no idea whether it will be
acceptable. It is doubtful that actual work can start for 2 or 3 months.

West Park
The statements are correct except that they do not give the complete story.

Site plans and unit plans have been in FHA since the summer. Up to about the
beginning of December this was always sufficient to work out the preliminary
requirements, approvals, and details leading to a preliminary commitment. The
letter of December 3 referred to states: "Due to a change in regulations we can-
not proceed further with our analysis of your project until we have received
an application for a statement of eligibility from a sponsoring group accom-
panied by the required fee of $150 per $1,000 of the amount of mortgage
involved. This change in procedure has been made mandatory by the Com-
missioner on all projects that have received site approval." This letter was
immediately referred to the sponsoring group by Harry Taylor. The newly
required application and fee were filed by the sponsor as rapidly as possible. It
is anticipated that as soon as the Corlears Hook and Harlem projects are settled,
this project will follow rapidly.

North Harlem
This project is close to receiving the necessary statement of eligibility under

section 213 and at present seems to be proceeding satisfactorily.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York 35, N. Y., August 28, 1954.
Hon. NORMAN P. MASON,

Commissioner, Federal Housing Administraton,
Washington 25, D. C.

DEAn MR. MASON: On August 12, 1954, we wrote to you recommending im-
mediate promulgation of regulations covering section 220 of the new housing
law, and urging priority in processing applications for mortgage guaranties in
title I projects.

We now also urge that you give serious consideration to approval of 50-year
maturities for mortgages covering New York City title I projects. We under-
stand that the powers granted to you under section 220 (d) (4) allow you to
set such terms for these projects. These are all fireproof, elevator type of
apartments and a 50-year term is not only sound but would also permit much
lower rentals, which is especially important in slum-clearance areas like Harlem
and the lower East Side of Manhattan.

We are advised that under previous procedures with a 30-year mortgage, it
would be necessary to set up a level payment debt service for the mortgage
(including 4%4 percent interest and % percent FHA premium) of approximately

$0.064 per dollar, or $640 per year for an appartment unit costing $10,000.
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However, with a 50-year mortgage term on a level payment plan (including
also 4% percent interest plus 1 percent FHA insurance premiums), the debt
service tables would show a cost of about $0.053 per dollar, or about $530 a
year for the same apartment at the same interest rates. This would be a saving
of $110 per year per apartment, or about $9 per month per apartment, or about
$2.25 per month per room.

This will greatly strengthen the aid that FHA can give to slum clearance
under title I, particularly in the projects that are generally in low rental areas.
There is ample precedent for life expectancies of more than 50 years for fire-
proof, multiple dwellings. They easily last that long, and the proof is all about
us.

We also are advised that the Federal income-tax officials normally will allow
depreciation based on a life expectancy of 50 years on any type of new brick
dwelling construction, thereby indicating that this is the minimum life expec-
tancy on construction often far less substantial than prescribed for multiple
dwellings under the New York City building code.

The city and State of New York have for some time been issuing 50-year
maturity bonds on public housing structures of this type and the Federal Gov-
ernment itself now approves 40-year maturities in federally aided public housing.

Your consideration of this matter will be greatly appreciated.
Very truly yours,

ROBERT MOSES, Chairman.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y., August 31, 1954.
Hon. NORMAN P. MASON,

Commissioner, Federal Housg Admininstration,
Washington 25, D. C.

DEAR MR. MASON . We note that FHA administrative rules and regulations
governing section 207 of the National Housing Act have limited a mortgagor to
$5 million in outstanding commitments at any time in the same area or locality
if he is classified as a private mortgagor Most of our title I slum-clearance
projects come in this category. The sponsors are private investors using private
capital to develop projects and the rents do not come under governmental restric-
tion.

If the same restriction were written into the rules and regulations governing
section 220, designed to aid slum-clearance projects under title I, it would seri-
ously handicap the progress of large-scale projects which are normally built in
sections. Under this rule a sponsor could not process or start a second section
until the first one were completely finished, which could mean a delay of many
months or a year between sections of the same project. This would prevent
speedy completion of title I projects and the purpose of section 220 would be
nullified, except in smaller cities with small projects within the $5 million limit.

We strongly recommend that you do not include this paragraph (f) in the
rules and regulations of section 220 or any further limitation than imposed by
law.

Very truly yours,
ROBERT MOSES, Chairman.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y., October 4, 1954.
Hon. ALBERT M COLE,

Administrator, Housing and Home Finance Agency,
Washington, D. C.

DEAR MR COLE : Our meeting in Washington on title I matters in the city was
very helpful. I think it cleared the air considerably, and your decision to move
ahead with planning funds for continuing the program will enable us to keep
the committee going and the program moving.

I am annexing a copy of a memorandum to me from Mr. Lebwohl summarizing
the results of the meeting and the conclusions reached.

Cordially,
ROBERT MOSES, Chairman.

Attachment.
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CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y, October 19, 1954.
Hon ALBERT M. COLE,

Housing and Home Finance Agency Administrator,
Washington, D. C.

DEAR MR COLE: You will recall that one of the items agreed upon at our last
meeting in Washington was the assignment of FHA processors to stay with the
Manhattantown and Harlem projects with a view towards getting a decision as
soon as possible on the issuance of FHA commitments under section 220.

It is our understanding that the regulations for section 220 will be issued by
Mr. Mason very soon, and we would appreciate knowing whether assignment of
processors has been made so that this work can go forward.

Sincerely,
ROBERT MOSES, ChIti nimia.

HOUSING AND HOME FINANCE AGENCY,
OFFICE OF THE ADMINISTRATOR,

WMashington, D. C., November 3, 1954.
Mr. ROBERT MOSEs,

Chairman, Office of Committee on Slumn Clearance,
Randall's Island, New York, N. Y.

DEAR MR. MOSES. This will acknowledge and thank you for your letter of
October 19 with reference to our discussions and agreement on a means for
speeding up needed action on applications for insurance commitments under the
new section 220 program for New York City redevelopment projects As you
know, FHA has now issued the rules and regulations for section 220. Mr. Fitz-
patrick of my staff was in touch with Mr Lebwohl of your staff by telephone
today with some preliminary suggestions which met with Mr Lebwohl's approval.
We are now following up on these, and I expect to be in a position to telephone
you next week to arrange for a definitive time schedule

Sincerely yours,
ALBERT M. COLE, Administrator.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y., January 18, 1955.
Hon. ALBERT M. COLE,

Administrator, Housing and Home Finance Agency,
Washington, D. C.

DEAR MR. COLE: At the last meeting which you had in Washington on Decem-
ber 14, 1954, attended by Mr. Lebwohl of this office, we understood that you
were making provision for issuance of necessary orders under new section 220
which would enable the local offices to proceed with processing applications of
presently operating title I project sponsors in the city for mortgage commit-
ments. Since that time, Mr. Fefferman has been in the city and has talked to
Mr. Lebwohl and others on the staff and has been making some progress, but
to date the necessary instructions and rulings from Washington have evidently
not been made.

While I understand, of course, that there are problems and difficulties in
this matter, the necessity for action as speedily as possible to make proper com-mitments available prompts me to write you with respect to the urgency ofexpediting the necessary instructions. We have been sitting by, as you know,with sponsors anxiously awaiting these commitments so that they may beginconstruction on areas already vacated and demolished. I am sure you realize
it is no help either to the program in the city or to the Federal program as awhole to have this condition continue.

I hope that we shall hear from you in the very near future that the necessary
arrangements have been made and instructions issued.

Sincerely,
ROBERT -MOSES, Chairman.
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OITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y., March 22, 1955.
Hon NORMAN P. MASON,

Commissioner, Federal Housing Administration,
Washington, D. C.

DEAR MR. MASON: This committee has been informed of the agreement reached
and the progress made at our meeting in Washington on Thursday. We particu-
larly rely on the agreement to process as quickly as possible the applications of
Manhattantown, Harlem, and North Harlem for immediate FHA commitments
on these projects.

You will recall that at our meeting in Washington on Thursday you said you
would have your office check on the status of applications for FHA commitments
filed by New York sponsors in title I projects. We shall appreciate it very
much if you wil send us this information just as soon as possible for transmis-
sion to the mayor and governing body of the city.

Applications have been filed on the following projects:

Project Location Sponsor

Manhattantown (West Park) West 97th to 100th Sts, Central Park west to Am- Manhattantown,
sterdam Ave, Manhattan. Inc.

North Harlem..------- West 139th to 142d Sts, 5th Ave. to Lenox Ave, Harlem Estates,
Manhattan. Inc

Harlem-------................. West 132d to 135th Sts, 5th Ave to Lenox Ave, Godfrey Nurse
Manhattan Houses, Inc.

Pratt Institute area -....... Myrtle and Lafayette Aves, Classon Ave to Hall Hall Developers,
St., Brooklyn Ine.

The names of the officers of these sponsor corporations are included in their
applications on file with your local offices, together with other information which
your Agency has requested.

We are particularly interested in knowing whether the various sponsors are
satisfactory to you as credit risks for FHA commitments. You will remember
that we agreed on the importance of determining this early in processing. You
will also remember that you agreed to give us the status of plan processing in
each of these projects, whether plan changes will be proposed by your Agency and,
if so, whether such changes have been accepted by Mr. Follin and the title I,
Slum Clearance DiN ision, which approved the original plan.

We are anxious also to complete arrangements for early meetings at your office
in New York on each of these projects as soon as the above information is avail-
able on each project. We plan to consider the Manhattantown project some day
next week. You indicated that your office was ready with the necessary informa-
tion on this project

We wish also to inform you that the following additional title I projects are
ready to submit FHA applications:

Project Location Sponsor

Fort Greene.-............. DeKalb and Myrtle Aves, Fort Greene Park to Flat- University Towers,
bush Avenue Extension, Brooklyn Inc.

NYU-Bellevue........... East30th and 33d Sts from st to 2d Aves, Manhattan Unversity Center,
Inc

Washington Square SE.... West 4th, Mercer and West Houston Sts, and West Washington Square
Broadway, Manhattan. Village Corp.

These projects are under contract with the Housing and Home Finance Agency
and have been turned over to the sponsors. It will help expedite processing
them if your office will check them with Mr. Follin and determine whether the
sponsors, whose names are on file, are acceptable for credit purposes in connec-
tion with FHA commitments and whether the unit arrangements in the plans
approved by the Housing and Home Finance Agency are satisfactory to you.

Very truly yours,
ROBERT IMOSES, Chairman.
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HOUSING AND HOME FINANCE AGENCY,
OFFICE OF THE ADMINISTRATOR,
Washington, D. C, March 28, 1955.

Hon ROBERT MOSES,
Chairman, Committee on Slum Clearance,

Randall's Island, New York, N. Y.
DEAR MR. MOSEs: I agree with the statement in your letter of March 22, 1955,

to me that it is desirable to settle finally the Columbus Circle matter. The pro-
posal to have the Triborough Bridge and Tunnel Authority pay an additional
$200,000 for the project land sold by the city to the authority is acceptable to us,
provided, of course, the city submits to us additional information and data upon
the basis of which we can make a determination that the Columbus Circle project
area was predominantly residential in character when the capital grant contract
pertaining to such project was executed by and between the Federal Government
and the city. It will also be necessary that the redevelopment plan for the
project area be revised to reflect the change in the reuse of the area from the
coliseum structure originally contemplated to the combined coliseum and office
structure. In addition, the contract between the city and the authority should
be amended to cover both the proposed $200,000 increase in the selling price of
the land and the change above mentioned in the coliseum structure

The revision in the redevelopment plan and the amendment of the Triborough
contract must be processed for approval by the Urban Renewal Administration
in accordance with the established procedures of the Urban Renewal Adminis-
tration.

I have read with interest the copy of your letter to Mr. Mason pertaining to
the status of FHA applications. I am deeply interested in this matter and shall
certainly lend whatever aid and support I can to accomplish the objective.

Sincerely yours,
ALBERT M. COLE, Administrator.

FEDERAL HOUSING ADMINISTRATION,
OFFICE OF THE COMMISSIONER,

Washington 25, D. C., March 29, 1955.
Mr. ROBERT MOSES,

Chairman, Committee on Slum Clearance,
New York 35, N. Y.

DER MR. MOSES: This is in reply to your letter of March 22 requesting a
report on the status of FHA processing under section 220 of the housing projects
known as Manhattantown, North Harlem, Harlem and Pratt Institute area.

According to the agreement reached during our meeting of Thursday, March
17, Messrs. Frank Meistrell, Alfred Jarchow, and W. Beverley Mason, Jr., of
this office, visited the New York City insuring office on Wednesday and Thurs-
day of last week, March 23 and 24. These gentlemen, together with repre-
sentatives from the Office of the Administrator, the regional office of HHFA
and the FHA insuring office met with Messrs. Ferman, Axelrod, Wiles, and
Olnick, sponsors of the project in question.

All FHA requirements and policies which were discussed with you during
the March 17 meeting were explained in detail to all present. Particular atten-
tion was given to FHA requirements in connection with the sponsors' previous
participation in section 608 projects. It developed that the required certificates
of previous participation had not been completed in every case. Mr. Meistrell
clearly set forth the manner in which these certificates must be submitted and
it was agreed that the required supplemental information would be forwarded
to FHA headquarters without delay.

There was some resistance to our limitation on land values and it was agreed
that the matter would be given further consideration upon the sponsors sub-
mission of additional data regarding the actual cost of demolition, clearance,
and relocation.

Having disposed of the foregoing policy matters the processing of the individ-
ual cases was reviewed. It was found that in each instance FHA preliminary
estimates of value fell below actual project cost to such an extent that equity
requirements would make the projects unfeasible. It was the opinion of our
appraisers that this situation could be overcome through changes in design
intended to achieve a higher and better use of the land. The chief underwriter
of the New York City insuring office recommended changes in apartment design
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and architectural design of the buildings including increased land coverage.
He pointed out that FHA was not insistent upon such changes but rather was
offering them merely as a means to draw value and cost closer together. Mr.
Ferman and his architect indicated that they would proceed at once with the
preparation of a new design for submission to the insuring office.

It is understood that the proposed increase in land coverage is a matter which
must have the approval of your committee as well as approval of the Urban
Renewal Administration. It was agreed that the sponsors would make a pro-
posal along these lines to your office and at the same time FHA would present
the problem to the Commissioner of the Urban Renewal Administration.

Although there still remain several matters to be resolved, it is our feeling
that the sponsors were generally satisfied with the results of the meetings.
Mr. Ferman and his architect, Mr. Kessler, in particular indicated their inten-
tion to proceed without delay. Our insuring office is prepared to cooperate in
every way and whenever problems may arise which they cannot resolve locally
technicians from headquarters will be available to provide necessary advice and
assistance You may be sure of our continuing desire to expedite processing
of these cases in every way.

Very truly yours,
NORMAN P. MAsoN, Commissioner.

CITr OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York 85, N. Y., March 30, 1955.
Hon. HERBERT H LEHMAN,

United States Senate, Washington, D. C.
DEAR HERBERT: Thank you very much for your letter of March 28 and for

the copy of the constructive letter to you from Mr. Mason.
It is beginning to look as if we may really be making progress with the FHA.

Meetings are being held in New York City between the FHA and the sponsors
of the first project west of Central Park. These meetings supplement our
conference in Washington with Mr. Mason and we hope that a prompt decision
to issue the FHA commitment will result. This would establish a precedent
and a pattern which would enable other housing project sponsors to proceed
with financing without further stultifying delays. I hope you will have your
assistants keep in touch with the offices of Mr. Cole, Mr. Mason, and Mr. Follin
on the prospective as well as present projects. This will be most helpful to us.

Cordially,
ROBERT MOSES, Chairman.

UNITED STATES SENATE,
Washington, D. C., March 28, 1955.

Mr. ROBERT MIOSES,
Chairman, New York City Office of Committee on Slum Clearance,

New York 35, N. Y.
DEAR MR. MOSES: I want to acknowledge your letter of March 21, and am

pleased to note that your slum clearance projects have apparently finally gotten
off the ground and that you anticipate some action from FHA.

I have already advised the FHA of my interest in the New York situation and
1 want to send you a copy of a letter I have received from Mr. Norman P. Mason.
His letter appears to be a little more optimistic than yours and he seems to feel
that the major problems have now been resolved. It is my hope that this is true.

Yours very sincerely,
HERBERT H LEHMAN.

Enclosure.
FEDERAL HOUSING ADMINISTRATION,

OFFICE OF THE COMMISSIONER,
Washington 25, D. C., March 18, 1955.

Hon. HERBERT H. LEHMAN,
The United States Soate,

'Washington 25, D. C.
Mr DEAR SENATOR LEHMAN. Thank you for the observations in your letter of

March 11, regarding the urban renewal program. I am glad to say we are now
in a position to meet with the sponsors of the New York City projects and are
making plans to do so next week
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By letter of January 19 the sponsors in question, known as the Redevelopment
Builders of New York, opened up consideration of a number of difficult policy
determinations. We have been working on these matters together with the
Housing and Home Finance Agency, our New York insuring office and the New
York City Committee on Slum Clearance. Yesterday we met with Mr. Robert
Moses and members of his staff in the office of Administrator Albert Cole and as
a result of this meeting I feel certain that the major problems have now been
resolved.

It has always been our intention to meet with the Redevelopment Builders at
the earliest possible time. By letter of March 3 we reassured them of this fact
and reported that progress was being made in the resolution of the problems which
had arisen in connection with their projects.

We appreciate the fact that delays caused by the necessity of setting up basic
procedures have caused some inconvenience to sponsors as well as the New York
City Committee on Slum Clearance, and I am happy to be able to assure you that
we are confident of making real progress hereafter.

Sincerely yours,
NOEMAN P. MASON, Commissioner.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York 35, N. Y., April 4, 1955.
Hon. NORMAN P. MASON,

Commissioner, Federal Housing Administration,
Washington 25, D. C.

DEAR MR. MASON: I have your letter of March 29.
We of course have participated and are keeeping in touch with the meetings

being held between the FHA representatives and the sponsors with a view
toward reaching agreement on project commitments. We are giving a great deal
of attention to the two outstanding questions to which you refer and which seem
to be the major problems preventing agreement on a commitment.

We have expressed our willingness to permit some additional coverage and
some additional density in these projects to help meet FHA requests Of course,
these are redevelopment projects which are part of a city-Federal public slum-
clearance and redevelopment program and it would clearly be inconsistent with
the best interests of the projects and the program to press this too far. These
plans were approved by the HHFA, of which your agency is a constituent unit.
However, if all concerned act in good faith I am sure prompt agreement can
be reached without unnecessary delay.

As to land values, hr. Lebwohl of this office has already recommended to Frank
Meistrell that you should consider values based on actual costs to the sponsors of
the land, including costs of demolition and tenant relocation. This represents
actual costs in making the land available for the project and certainly cannot
exceed true value considering the costs absorbed by both the Federal Govern-
ment and the city in write down.

I hope you will have your representatives stay with this processing until an ac-
tual commitment is reached. Please accept my assurances that we shall see to
it from this end that no time or effort is lost by the sponsors

Sincerely,
ROBERT IOSES, Chairman.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York 55, N. Y., April 15, 1955.
Ion. NORMAN P. MASON,

Commissioner, Federal Housing Admtnist ation,
Washington 25, D. C.

DEAR MR MASON: You will remember that at our last meeting in Washington
we reached agreement on speedy processing of FHA commitment applications
on the title I projects in New York. You agreed to begin with Manhattantown,
Harlem, and North Harlem, and expedite proceedings there.

There have been, as arranged, several meetings between the sponsors of these
projects and your representatives. The indications were that agreements with
your agency are in sight after some modifications have been made to meet your
requirements. It is, however, disturbing to be told that, even shen basic agree-
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ments have been reached between sponsors and your office, it will, under your
present FHA procedural regulations, take several months-perhaps as many as
four-before actual commitments are issued by you. This is certainly adding
unnecessary delays and endless new difficulties.

The fact is, as you are also aware, that the necessity for maintaining present
slum structures in these areas involves heavier and heavier burdens. In the
face of such delays, as tenants are relocated and properties become vacant, dis-
orders, thefts, squatters and even crimes are rampant in partially vacant or
vacant structures. Sponsors' incentives to speed up relocation, as well as demo-
lition and clearance, are removed.

This committee is being put in an impossible position as the result of the
apparently endless delays m guaranteeing mortgages. Sponsors have been left
in the position of attempting to vacate buildings and clear land preparatory to
construction in the absence of construction funds. There has been a natural
tendency on their part-perhaps exaggerated in some instances-to get what
revenue they can out of some of the existing structures to offset the high cost
of repairs and services in others. Sponsors have been taken into court. They
have been asked to remedy not only dangerous conditions but to make temporary
improvements of no permanent value to anyone It is, of course, senseless to
continue spending money on repairs and improvements in buildings which should
long since have been torn down. Disreputable and even vicious conditions have
resulted in some cases. These have been the cause of complaints on the pait of
critics who do not know all the circumstances and blame the members of this
committee for conditions which really stem directly from Washington. Among
these critics I include representatives of your own agency, who on receiving
complaints have failed to acknowledge responsibility and have done little so
far to meet the basic problem of prompt commitments.

Let me repeat what I said at Washington about scheduling-that we schedule
these improvements in good faith and that it has been impossible to adhere to
anything like our schedules because of lack of cooperation in Washington. Now,
after we are apparently reaching agreements it turns out that it will take
months to carry out these agreements. Certainly there is nothing here which
requires 4 or 5 months to put the agreement in writing. Let me add that I have
had some 30 years of experience in large-scale construction in the course of which
I have never heard of anything like the delays in procedure which are present
in this instance. I would certainly not tolerate anything like it in an organ-
ization for which I have any responsibility.

It is essential for us to know that commitments will issue promptly upon
agreement and that we will not be faced with the prospect of suffering these
projects to continue in a hazardous, filthy and uncertain state through another
period of months.

I realize, of course, that you have certain requirements which must be met,
but I must say frankly that I see no reason why, when agreement is reached,
these things cannot be taken care of and commitments issued immediately, that
is within at most a month, so that construction can begin.

I ask, therefore, that you take the steps necessary to cut through this inex-
plicable redtape in order to get commitments issued.

Sincerely,
ROBERT MOSES, Cha in m1an.

HoUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING OF THE
COMMITTEE ON BANKING AND CURRENCY,

Washington, August 26, 1955.
Hon. ROBERT MOSES,

Chairman, Committee on Slum Clearance,
New York 85, N. Y.

DEAR MR. MOSES: As your probably know, the Subcommittee on Housing, of
which I am chairman, of the House Banking and Currency Committee, is under-
taking an intensive study of Government-assisted housing programs.

Clearly one of the most pressing problems in the housing field is that of slum
clearance and urban renewal. Your great city, of course, is vitally interested in
this subject and has been a leader in the attempts made to combat the problem
of slums and blighted areas

68692-55-pt. 1- 4
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Since your wide experience and outstanding competence in this field is well
known, our committee would indeed appreciate the opportunity of having the
benefit of your views on the slum clearance and urban renewal programs of
New York City when we begin committee hearings in your city on Wednesday,
October 5, 1955.

We would also be greatly interested in hearing about any problems you may
have encountered in dealing with the Federal agencies concerned, particularly
the Urban Renewal Administration of the Housing and Home Finance Agency
and the local FHA administration of the 220 program. Your assistant, Mr.
Lebwold, gave an inkling of some of the trouble spots to Mr. Poston and Mr.
McEwan on our subcommittee staff during the recent trip they made to New
York City.

Our New York City hearings are scheduled for October 5 and 6 with a field
trip around the city tentatively scheduled for October 7. My thought is that
you would make an excellent witness during our Wednesday morning hearing,
October 5. Because of the large number of witnesses to be heard, we plan to
confine each witness' appearance to one-half hour, and to limit opening state-
ments by witnesses to 20 minutes' duration.

I hope very much that your calendar and future plans will enable you to
give our committee the benefit of your thinking on October 5, and I would appre-
ciate hearing whether you can accept our invitation. Should you be able to
accept, we will of course inform you later of the place where the hearing will
be held and the exact time for your appearance.

Also referring to the field trip idea for October 7, our committee would be
grateful if you could arrange, perhaps in collaboration with Mr. Joseph Mc-
Murray, New York housing commissioner, a tour on that day of New York City
housing and urban renewal areas which you feel the committee should see.

With best wishes,
Sincerely yours,

ALBERT RAINS, M. C.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New Yool 35, N. Y., September 7,1955.
Hon. ALBERT RAINS,

Chairman, Subcommittee on Housing,
Banking and Currency Commasttee, House of Representatives,

Washington, D. 0.
DEAR MR. RAINS: I have your letter of August 26, 1955.
I shall, of course, be happy to testify at your hearing in New York City on

October 5 and shall give the committee every assistance possible in this work.
The plain fact is that, unless section 220 is made to work and the Federal

Housing Administration issues commitments for construction money under that
section and in accordance with its intent, in the very near future, the title I
program will collapse throughout the country. This is not a new thought. I am
attaching some of our correspondence over the past year or two indicating how
far we have gone in pressing the Federal agencies for action. You may, of course,
make any use of this correspondence you wish.

While we were assured time and time again-and are still being assure--
that the problem is understood in Washington and that commitments are immi-
nent, none has been issued.

Section 220 is specific and authorizes mortgages of 90 percent of replacement
costs for title I projects. Private builders, of course, expect these mortgages if
they are to build Our projects have been operating in some cases for more than
3 years and have large areas on which demolition has been completed and which
have been available for construction for more than a year. So far as we can
ascertain the only factor which has kept the Federal agencies from acting is fear
of criticism and overcaution due apparently to criticism directed at Federal
officials as a result of the 608 program.

Certification of costs by the sponsors is one of the requirements of section 220.
Such cost certification is a complete protection against windfalls and overpay-
ments We have made this perfectly clear at meetings in Washington with the
Federal people. Some progress in processing commitments has been made, but
this does not overcome the fact that no commitments have been issued after years
of preparation and promises. Only prompt, strong action will now suffice. The
tax money lost to date to both the Federal Government and the cities is already
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beyond recovery. In addition, thousands of units of new needed housing have
been delayed

We have repeatedly said that Federal officials engaged in the slum clearance
program must have the courage to assume their responsibilities and issue FHA
commitments as authorized by law. The purpose of the law is clear. Congress
provided it to make the slum clearance programs effective and did not intend
administrative officials to frustrate the program by their ineptitude.

Sincerely,
ROBERT MOSES, Chairman.

Attachments.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

New York, N. Y., September 7, 1955.
Hon. ALBERT Mi COLE,

Administrator, Housing and Home Finance Agency,
Washington, D. G.

DEAR MR. COLE Attached herewith as a reminder are copies of previous cor-
respondence with you and with the Honorable Norman P. Mason, Commissioner
of the Federal Housing Administration, reviewing agreements for the processing
of applications under section 220 of the Housing Act of 1955, as amended. This
correspondence also reflects our understanding that the Federal Housing Admin-
istration would issue commitments without further delay.

You will note that on November 19, 1953, we called your attention to the de-
pendency of the title I program upon the early processing of FHA applications
and the issuance of mortgage commitments to assure early construction of the
improvements contemplated by the redevelopment plans.

In my letter of December 31, 1953, we urged that the FHA liberally interpret
the provisions of law and stop penalizing builders on slum clearance sites as to
rental and mortgage considerations, and noted your recommendations to the
President's Advisory Committee for special considerations for slum-clearance
areas by the FHA.

On September 28, 1954, we met with you and your associates and reviewed the
title I program in detail, and again the outcome was an apparent agreement both
by HHFA and the city that FHA mortgage commitments were necessary to the
program and that delay in FHA approval is holding back construction.

You further agreed to take three operating projects, North Harlem, West Park,
and Harlem, and assign Washington FHA personnel to work on FHA commit-
ments for these projects to final decision in the immediate future. On January
18, 1955, we again urged that the necessary instructions and rulings from Wash-
ington be made for the processing of applications under section 220 of the Hous-
ing Act. On March 18, 1955, Commissioner Mason advised Senator Herbert H.
Lehman that after a meeting between the representative of the HHFA and this
committee, he felt certain that the major problems were resolved and that here-
after real progress would be made in the processing of the applications and the
issuance of commitments by the FHA.

On March 22, 1955, we reiterated our understanding that the applications filed
by the sponsors of the West Park, Harlem, and North Harlem projects would be
processed quickly. I call your particular attention to your reply dated March
28, 1955, with reference to your interest in FHA applications and your offer to
lend your active support to reach the agreed objectives.

During FHA processing, changes in plans insisted on by FHA were made.
Previous designs and plans were scrapped at considerable expense to the spon-
sors, and new designs and plans were submitted as requested by FHA. All the
preliminary requirements and amendments requested by the Federal Housing
Administration and the Urban Renewal Administration have been complied with
and your local Federal Housing Administration office is now, if ever, in a posi-
tion to issue its commitments for the North Harlem and West Park slum clear-
ance projects.

The fact, however, is that no commitment on any title I project has as yet been
issued. Now I have been informed that the local FHA office is as yet still await-
ing determination by the Washington office to proceed with mortgages of 90 per-
cent of cost as authorized by law. Congress, by the enactment of section 220,
made it clear that economic factors normally considered for standard banking
loans should not he used as the measuring rod for title I projects. The liberal
provisions of section 220 were considered necessary by Congress after full dis-
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cussion of previous stultifying delays. The provisions under the prior section
220 for consideration of economic value were stricken from the act with this in
mind.

I have been asked to testify at the hearing of the Subcommittee on Housing,
House Banking and Currency Committee, to be held in New York on October 5,
1955, and must be in a position to state that commitments are being issued on
title I projects or that we have been misled and that the Federal program has
been frustrated by FHA. It is, therefore, imperative that Commissioner Mason
make his determinations now.

Federal officials engaged in the slum-clearance program must have the courage
to assume responsibilities and issue commitments as authorized by law. Con-
gress passed section 220 to make the slum-clearance program possible and did
not intend administrative officials to frustrate the program. The plain fact is
that unless section 220 is made to work and the Federal Housing Administration
issues commitments in accordance with the intent of that section, the title I
program will collapse throughout the country.

Very truly yours,
ROBERT MOSES, Chairman.

Attachments:
cc: Commissioner Norman P. Mason,

Federal Housing Administration.

Mr. MOSES. We wanted to show you, without getting into character-
ization or adjectives or anything of that kind, what our practical

problems have been, and to some extent, of course, the correspondence
is one-sided. It is not self-serving in any way, but, on the other
hand, you get the picture from that correspondence. I would like
to add to that and to have written in the record and perhaps read, if
that is in accordance with your procedure, a letter that just came
from Mr. Cole, which will complete that.

The CHAIRMAN. We will be glad for you to read it and then it will
be incorporated in the record. Do you want to read it or have one
of the clerks to read it?

Mr. McDoNoUGH. Is it a letter addressed to you, Mr. Moses?
Mr. MOSES. Yes.
The CHAIRMAN. I will read the letter. It is under date of October

3,1955, addressed to Mr. Robert Moses, chairman, Committee on Slum
Clearance, Randalls Island, New York 35, N. Y.

DEAR M MOSES: YOU have requested my estimates of target dates for com-
pletion of processing for the redevelopment projects in New York City, involving
mortgage insurance under section 220 of the National Housing Act. As you
know, FHA has just completed processing and issued insurance commitments
covering residential development on three sections of the North Harlem project.
In the case of the West Park project, Manhattantown, the application for mort-
gage insurance has been received and most of the processing has been completed.

The FHA insuring office is now waiting for the names of the individuals who
will form the mortgage corporation, the credit information on such individuals,
and the sponsor's breakdown of cost of demolition and relocation of tenants,
and other costs, attributable to land clearance operations.

After this information is received, it is estimated that this project can be
completely processed to commitment within three weeks.

Fort Pratt Institute project, HHFA regional office in New York is awaiting
submission by the submitting of the sponsor's plans, together with the city's
findings concerning these plans in order to determine their conformity to the
approved redevelopment plan for the project. After this submission is received
in proper form, I estimate that the regional office can make this determination
within 10 days.

It should be possible for FHA to complete processing of the application for
mortgage insurance commitment information within 2 to 4 months after the
approval of the sponsor's plans by the HHFA regional office, depending on the
cooperation of the sponsor's architect and others associated with the sponsor.

If, however, the sponsor's plans are such as to require substantial revision
of the development plan, processing by the HHFA regional office would probably
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probably require another month, followed by the formal final approval by the
city and an additional 3 weeks for processing the final documents to point of
final certification to FHA certificate of eligibility for section 220.

We were informed by the city some 3 months ago that the redevelopment plan
for the Godfrey Nursing Home in Harlem is to be revised. The sponsor's agree-
ment and redevelopment program will require about I month, after which
the city will take formal action. The final documents could then be processed
within about 3 weeks to the point of certification to FHA certification of project
eligibility. After certification, FHA should be able to process the sponsor's
applications for insurance in from 2 to 4 months, depending on the cooperation
of the sponsor's ai chitects and others associated with them.

Further applications can probebly be processed by FHA within the time sched-
ules mentioned above. You realize, of course, that these estimates are approxi-
mate and actual processing time may be shorter or longer, depending not only
,on the cooperation received from the sponsor's architects, but also upon the cir-
cumstances peculiar to a particular project. As you know, I have assigned
spenal personnel to expedite processing of New Yoik City projects and you may
be sure that I shall continue to give them top priority and to make every effort
to reduce processing time to the minimum.

Sincerely yours,
ALBERT 31 COLE, Adiniistrator.

That may, of course, be included in the record.

(The following letter was submitted to the subcommittee by Hon.

Albert M. Cole, Administrator, Housing and Home Finance Agency:)

HoaSING AND HOME FINANCE AGENCY,
OFFICE OF THE ADMINISTRATOR,

'I VshingtoI 25. D. ' , October 10, 1955.

Hon. ALBERT RAINS,
Chairman. Subcommittee on Housing,

House of Repir cnoat ics, Wash ingtoi 25, . C

DEAR CONGRESSMAN RAINS: During his appearance before your subcommit-

tee at the recent hearings in New York City, the Honorable Robert Moses fur-

nished for the record a copy of his letter to me of September 7, 1955, relating

to FHA section 220 mortgage insurance He also furnished a copy of a letter

which he received from me, dated October 3. 1955, and indicated that it was in

reply to his letter of September 7. This was incorrect, as I have not replied to

the September 7 letter. My letter of October 3 was in response to a specific

oral request from 1 Molses for a letter indicating target dates for completing

the processing of certain redevelopment projects in New York City. It was in

no sense a reply to Mr. Moses' letter of September 7
As this error by Mr Moses gives an incorrect impression of the views of our

Agency toward his letter of September 7, I feel it is a matter of sufficient im-

portance to bring to the attention of your committee.
Sincerely yours, ALBERT 11 COLE, Admilsmtrator.

(Additional letters submitted by MJr. Moses appear at p. 254.)

Mr. MOSES. I have only one other contribution to make, if it is a

contribution. Then I would be glad to try to answer questions. I

wrote out, coming down here in the car-I hope I can read my own

handwriting-a summary of major recommendations which I touched

on yesterday, and I would like to give them to you briefly now.

The CHAIRMAN. We would be glad to have them.

Mr. MOSES. First, expedite the FHA guaranties of title I projects

presently stymied because of FHA inaction. That, of course, is

modified to the extent that the assurances in this letter are carried out.

Mr. ASHLEY. I am sorry, Mr. Moses, I didn' hear that.

Mr. MOSES. I say that, of course, is subject to the provisions of that

last letter from Mr. Cole. If those assurances are carried out, there

will be some expediting of the program.
Mr. McDoNouGH. Let me ask you at this point: How long has this

so-called delay that you speak about existed?

Mr. MOSES. About 212 years.
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Mr. McDoNouGH. And during that time how many projects have

you had approved by HHFA ?
Mr. MosES. None up to last week.
Now let me make that clear. You are talking about FHA

guaranties?
Mr. McDoNoUGH. Yes.
Mr. MosEs. There is no guaranty came through until a week ago,

10 days ago. I think that answers your question.
Mr. WIDNALL. This is under section 220?
Mr. MosES. Yes.
Mr. WIDNALL. How many original project applications were made

under that section ?
Mr. MosES. There were applications made, of course.
Mr. ADDONIZIo. How many?
Mr. MOSES. I would say six. There were 4 or 5, some of them

originally under the earlier sections, and all of them subsequently
under 220.

Mr. McDosouGH. But some of them made under the previous sec-
tion 213 ?

Mr. MosES. Yes. Now, you have also got to keep in mind that
when FHA got around to seriously consider these guaranties, there
was a difference of opinion in the two divisions, of the FHA, Mr.
Mason's division, and Mr. Folin's division. As a result of that, it
has become necessary to make some changes in plans to add to the
number of rooms in apartments and the assurances which the FHA
wants, something we had never heard about, and which we feel the
two division heads should have discussed among themselves previously.
That is No. 1.

2. Expedite pending additional title I projects for which advanced
studies have been authorized. That, again, is to be read in the light
of the last paragraph in the letter of Mr. Cole.

3. Increase future Federal aid of projects for the following groups,
two groups, families of low income displaced by title 1, and highway
projects. Secondly, families of middle income so displaced and re-
quiring rental at around $20 a room a month.

4. Build both low-income and title I middle-income projects in
Puerto Rico, using concrete prefab wherever possible, with subsidies
sufficient to bring rents and sales within the reach of these groups,
low and middle income to be measured, of course, by Puerto Rican
standards.

5. Fix by law the responsibilities of the HHFA Administrator so
that he must become a real responsible department head and not merely
a nominal executive over virtually independent divisions.

That is the summary.
The CHAIRMAN. That is a very good summary, Mr. Moses, and that

last one you touched on, this committee has wrestled with a great many
times.

I would like to ask about this 220. I understand the sponsor of that
is a Mr. Axelrod, if I get the name correct. Is it true that the FHA,
before they approved even that one, required him; that is, the sponsor,
to increase the density and to change the type of rooms, and so forth?

Mr. MosES. That is right.
The CHAIRMAN. Well, with the change required, will it house as

many people as it would originally ?
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Mr. MOSES. More, that is the object.
The CHAIRMAN. Therefore, it makes the financing even more con-

servative. Would that be a fair statement?
Mr. MosEs. Yes; that is the purpose.
The CHAIRMAN. Gentlemen, any questions of Mr. Moses?
Mr. ASHm.y. Would you yield at this point, Mr. Chairman?
The CHAIRMAN. Yes.
Mr. ASHLEY. Would you say that, in effect, it discriminates against

the family unit and increases the hardship of families ?
Mr. MOSES. No; I don't think it has that effect at all. Our com-

plaint is not so much that there are more rooms and perhaps a little
higher buildings, the floor coverage is the same. Those things all had
to be discussed with the city planning commission. We all agreed that
they were not unreasonable provisions. Our complaint was that the
two divisions hadn't gotten together earlier to discuss this matter.
Months and months went by, in the course of which apparently a man
in one room didn't talk to the fellow in the next room about it, and
they sprang this stuff on us and we had to go back to the very begin-
ning and revise plans.

I want to point out to you here something that I haven't heard
very much about in the previous testimony this morning, and that is
that in this case you are dealing with other people's money. That is a
matter of some consequence.

Mr. ADDONIZIo. Mr. Moses, wouldn't you say, though, that the more
density you have, the smaller the apartments and consequently it
discriminates against the larger families?

Mr. MOSES. No, I wouldn't concede that these changes that I have
heard about so far are bad changes. The standards are still about as
high as they are in most of the apartments on Park Avenue. Don't
forget that when we build expensive apartments here in this city we
cover 65 and 70 and even more percent of the ground, but not with
public projects. They run around 20, 18, 20, 22, 24-the standards.
are much higher.

The buildings have to go up in the air because the ground is so
valuable and we have so little land. If, as a result of changes,
demand by the FHA, there is any compromise with real standards,
we won't approve them.

Mr. Asn-uLE. I don't think the query goes to the standards so much
as it does to the effect that this has of providing more one-romn or
room and a half accommodations as against apartments that a family
of 4 or 5 or 6 people can move into.

Mr. MosES. Well, that is arguable. We won't go along with that
if we didn't think they were fair provisions. They may come along
now with things we wouldn't go along with. We have told them of
things that we wouldn't approve.

Mr. McDoNUGH. Such as what?
Mr. MosES. The number of apartments, small rooms, various other

things that involve cubage and square footage. Those are all subjects
that have to be discussed.

Mr. McDoNOUGH. Now, Mr. Moses, you have been administering
public affairs here in New York City and you have a nationwide repu-
tation for getting things done for a number of years.

Mr. MOSES. You will have me blushing for the first time in 30'
years.
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Mr. McDoNouGH. I will say that to your credit because I think you
have done a tremendous job in New York City here over the years,
and over those years you have had problems similar to this in many,
many projects, highway projects, planning projects, park projects,
and so forth.

It appears to me from your ci iticism of the Federal Housing Ad-
ministration, that there is a peculiar problem that applies to New York
City alone, that doesn't apply to other cities in the United States, as
far as urban-redevelopment and public-housing projects are con-
cerned. There are certain specifications here apparently that are re-
quired that are not required in other places, that you are dealing with
a Federal agency that applies a rule that should be recognized equally
across the Nation, and for that reason, Mr. Cole indicated in his letter
to you that he is supplying additional personnel to expedite your ap-
plications to meet your peculiar problems. I think there is a desire
on the part of the Federal Housing Administration to meet your
specific problems that are different from any other large city and it is
going to take a little more time than the ordinary project.

Mr. MOSEs. I don't think they are different in kind. They may be
different in scale. I am fairly familiar with some other cities in the
country and with a good many suburban communities. I don't think
they are so different. I don't know where the great difference is
except in scale. I suppose the aggregate of projects that are in some
stage of approval of approved planning here in New York is probably
as great as those of all of the other projects in the rest of the cities of
the country put together.

The scale, of course, is tremendous. You are going into hundreds
of millions of dollars, but as to there being different kinds, I don't
think so.

Mr. McDoNouoG. Well, as far as scale is concerned, that could run
into a lot of money and it is a great responsibility insofar as the Fed-
eral Housing Administrator is concerned, if he approves it and it is
wrong it could be very serious. In Los Angeles there is an ordinance
that requires that you can't build above 150-foot level.

In New York City you can build higher than that. Therefore, pub-
lic-housing units and urban-development projects have to be limited
in size in Los Angeles. That is different from New York City.
When you go above a certain level you are going to have a certain
difference in cost, and I think you have some old problems here that
have to be met, and the Housing Administrator has got to meet them
in order to expedite this housing program.

You have indicated that building in Puerto Rico would relieve you;
if they had adequate housing down there, if that would keep some of
the people in Puerto Rico, rather than to come to New York City.
But the question of coming here is not a question of housing, it is a
question of wages.

Mr. MOSEs. I don't agree with that, but I don't want to argue it.
The CHAIRMAN. Mr. Moses, I understand that the builder is limited

to a 7-percent profit in this 220 that was approved the other day. Is
my information on that correct?

Mr. MosEs. Seven percent.
The CHAIRMAN. Would that type profit get housing under 220 built?
Mr. McDoNOGOH. You mean 7 percent?
The CHAIRMAN. Yes.
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Mr. MOSE. You mean is that adequate?
The CHAIRMAN. I mean is it a sufficient inducement for builders to

enter the market, that type of profit that has been set?
Mr. MoSEs. We have been able to get sponsors with considerable

difficulty for all of our projects so far. Of course, the builder is one
thing and the fellow who finances it is something else. They may be
two very different people. The reservoirs of private capital, meaning
the banks, the savings banks, insurance companies, and so forth, have
been reluctant to go into this kind of work for many reasons that
would take too long to go into.

I think that with a more expeditious and sympathetic FHA process,
you might get them into more of this. I am talking about mortgages
now, I am not talking about equity.

The CHAIRMAN. I understand.
Mr. MOSES. I don't think anybody is going to get them into any

more large equity work here in New York. We have tried our best
and we haven't succeeded. But I think that other institutions, insti-
tutions other than the Bowery Savings Bank, which has been very
progressive about these things, would be more interested in that kind
of mortgage business if they knew how long it was going to take and
where it was all coming out, but you can't blame anybody for looking
at these schedules and finding things half a year, year and a half, up to
21 years behind.

There is just endless correspondence. Naturally, these fellows in
the big fiduciaries, in the big reservoirs of capital, say there are lots
of other ways of earning a fair return on their capital besides getting
mixed up in this type of thing.

The CHAIRMAN. That leads me to the next question. Don't you
think it would be wise to delegate to regional offices and to local author-
ities-and I am speaking both of the cooperatives, 220's, and public
housing, to delegate more authority to the local, and give them author-
ity to act, rather than to require sponsors and people to continue to
have to get every single item approved in Washington?

Mr. MOSES. I couldn't agree with you more, but the cautious, the
timid, the frightened administrator, the fellow who wants to keep
everything under his own hand, doesn't like to delegate. That isn't
confined to housing. One of the reasons why over a long period of
years we have made so much progress on highway work, where Fed-
eral aid was involved, was because of the relationship between the
people who had charge of that highway program, beginning with Mr.
MacDonald, who was there in 1918 continuously and had everybody's
respect, down through the fellows who are there now, irrespective of
the political complex of the administration, their willingness to dele-
gate and their ability to work with local people and their assumption
of a sort of banker relationship where they see to it that money isn't
wasted, that standards are observed, but they dont' mess into the de-
tails of administration. They leave that to the local fellow.

Mr. McDoNouGH. That is a good analogy. However, it isn't quite
a straight line, for the reason that Mr. MacDonald, of the Public
Roads Administration, would depend upon the opinion and the judg-
ment of the State engineer on public highway construction. He was
not depending upon his Federal agency locally. He was depending
on the State engineer's recommendation. Here you have the Housing
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Administrator depending upon an appointed authority of his office
located in New York who has to make decisions.

Mr. MosEs. I think Mr. MacDonald depended upon both. I dealt
with him for 30 years.

Mr. MoDoNOUGH. But he depended on the State engineer to a large
extent.

Mr. MosES. I don't think that is so. I can show you many cases in
this State where the State engineer wasn't involved in municipal
projects. The fact is both in housing and highways you have to deal
with your local representative, if you are a Federal administrator, and

a local administrator, both equally.
Mr. McDoxouGn. If the Housing Administrator can say that the

mayor of the city of New York, or the Governor of the State of New
York has approved tlis and will assume some responsibility if there
is an error there, I think you would get a lot further and quicker ac-
tion-or Mr. McMurray, the State housing authority, if he will ap-
prove it, then we can move faster.

Mr. MosEs. Mr. McMurray isn't in title I at all. He isn't involved
in title I.

Mr. MoDoNOUGH. Well, he is in some of the other titles.
Mr. MosES. Well, I know, but we are talking about title I.
Mr. GAMBLE. Mr. Moses, may I ask you a question ? On these proj-

-ects that are tied up for 21/2 years, does that tie up the money of the
sponsor

Mr. MOSEs. Of course. It ties up what money he has in it, it ties up
the land, and his natural inclination is not to take buildings down as
long as he can get any rental out of them. There are a lot of people
involved, and as I pointed out before, under title I, you are trying to
get private capital into this work, it isn't public capital.

Mr. GAMBLE. Then he is just hamstrung. He can't go into any
other project in the meantime.

Mr. MoSE. That is right, and in addition to that, the property gets
vandalized and the conditions in it are terrible, and the neighbors
very justly complain and don't understand what is wrong. We try
to explain it. Nobody can understand this sort of situation.

Mr. GAMBLE. Meanwhile, the city is losing money and the Federal
-Government is losing taxes.

Mr. MosES. Of course. There are many incidents and all of them
unpleasant and unfortunate, which makes it more difficult when you
get to the next project. They point to the previous one and say:
"Have you ever gone up there and seen what goes on up there?" That
isn't encouraging.

The CHAIRMAN. What you are saying, in sum and substance, Mr.
Moses, is that the Housing Administrator should be not only in name,
but in actuality a man-I am not talking of personalities now-but an
official who has the authority to make the decisions. He also ought to
have the trained personnel adequately paid to be able to make the
decisions and not let a program as vital as 220 wait 21/2 years and
finally just announce the first one in the entire United States after the
passage of the 1954 act.

Mr. MosES. I agree with that characterization entirely.
Mr. GAMBLE. Could we make a recommendation, Mr. Moses ? Why

don't you have more signs up on these projects so people will know
what they are?
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Mr. MosES. We have put signs up and they get vandalized and torn
down. A sign in some sections of New York doesn't last more than
2 weeks.

Mr. GAMBLE. IS that so?
Mr. MosEs. I think the life of a sign on the average isn't more than

a month.
Mr. GAMBLE. I was down in Buenos Aires, right after the election

of Peron, and everywhere you went you couldn't hardly see the build-
ings because of the signs.

Mr. MOSES. Well, a sign here is a target.
The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. Mr. Moses, this seems to me a case where timidity,

indifference, or procrastination has hamstrung the housing program
of the second city in America for two and a half years. I am inter-
ested now: Did this come from procrastination, indifference, or did
it come from a desire to kill the housing program

Mr. MosEs: I don't want to get into that. That gets into--
Mr. O'HARA. Well, they tell me that you talk without kid gloves.
Mr. MoSES. I do, and I have given you the record and I have talked

without kid gloves, but I am not going into people's motives, and
besides, I am restricted from the use of four-letter words.

Mr. ASHLEY. Mr. Chairman.
The CHAIRMAN. Mr. Ashley.
Mr. AsHLEY. Perhaps you would be in a position to comment on the

sequence which your record has developed. These special personnel,
when were they assigned by Mr. Cole?

Mr. McDoNouGH. It was a previous administration, Mr. Ashley.
Mr. ASHLEY. Well, I am trying to bring this out.
Mr. McDoNouGH. So am I.
Mr. MosEs. Somewhere between 6 and 8 months.
Mr. ASHLEY. The 220 project was approved how long ago, sir?
Mr. MOSE. This project, the first one ?
Mr. ASHLEY. Yes.
Mr. MOSES. Ten days ago, I think. Let me add this by way of expla-

nation. You undoubtedly saw two projects that are ahead of all of
the others that are actually in construction. One is about to open.
That is the Corlears Hook, two unions.

The CHAIRMAN. We saw that.
Mr. MosEs. Why? Because they finally used their own money in

getting a conventional loan from the Bowery Savings after they gave
up attempting to get anything from the FHA. The other one which
has just gotten underway, and we had the certificate money there 2
weeks ago, Morningside Manhattan Building--

The CHAIRMAN. We saw that.
Mr. MosES. And even with all of the pressure brought to bear by the

heads of those big institutions up there, I want to point out that
General Eisenhower was a member of that committee when he was
president of Columbia, they gave up finally and worked out another
method of loan and avoided the FHA, and in that way got going.
Those are the only two that are moving.

Mr. ASHLEY. I am just wondering, Mr. Moses, if there is any con-
nection between the approval of this 220 project and your letter to
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Mr. Cole of September 20, and particularly the last paragraph thereof,
which reads:

I have been asked to testify before the Subcommittee on Housing, Banking and
Currency Committee, to be held in New York on October 5, 1955, and must be
in a position to state that commitments are being issued on title I projects or that
we have been misled, and that the Federal program has been frustrated by FHA.

It is therefore imperative that Commisslonel Mason make his determination
now.

I wonder if you would care to comment on that.
Mr. MOSES. You are in as good a position as I am to figure out cause

and effect.
Mr. O'HARA. Mr. Moses, may I ask you one more question? If a

young man asked a young woman to marry him and she took 21/2 years
to make up her mind, would she presume that she really loved him?

Mr. MosEs. Well, the Bible has reference to even longer periods.
The CHAIRMAN. Mr. Moses, I have one other question I want to

point up and then we don't want to keep you too long. We are all
getting hungry, I know. We saw this project you mentioned that is
sponsored by the two unions, and we were quite impressed by it, and
the general manager, or builder, Mr. Kazan, told me a very interesting
thing. At the same time we all recognize, as I am sure you do, that
certain things that have happened in the Housing Administration have
caused extraordinary carefulness and yet he told us that one of the
reasons that he wouldn't take FHA was because they wanted to give
him $4 million more money than he wanted to saddle off on his tenants.

Mr. McDoNoTOGH. To require additional construction?
The CHAIRMAN. Yes; but the point I make, as I got it, to require

elevators to stop at certain floors, and so on. Now the question is:
Are the regulations which have been maintained so rigidly by FHA
that instances of that type occur ?

Mr. MosES. Yes. They certainly did in that case. We looked into
that very carefully, sir, and concluded that the requirements that were
attempted to be imposed upon the unit were arbitrary, unnecessary,
not in accordance with the New York Building Code, and wouldn't
be applied on Park Avenue or Fifth Avenue.

The CHAIRMAN. Any other questions or statement, gentlemen?
Mr. WIDNALL. Mr. Moses, do we have anywhere in the record the

actual application dates on all six of these projects that you have
spoken about?

Mr. MosES. Yes; we could give you that.
Mr. WIDNALL. Could we.have that?
Mr. MoSEs. Yes.
Mr. WIDNALL. Could we have the section under which they orig-

inally applied?
Mr. MOSES. Yes.
Mr. WIDNALL. When the change was made.
Mr. MosES. Yes.
Mr. WIDNALL. And as a result of what specific action by the

Administration.
Mr. MosES. Yes. I want to point out to you that this committee,

the slum clearance committee, which is not a statutory body, it is a
committee composed of ex officio officials who would have to be con-
sulted anyway, and we felt that-O'Dwyer was mayor at the time, and
talked to me about it. I said: "Don't create a new commission with a
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whole lot of unnecessary personnel. Just take the people who have
to be consulted anyway, like the chairman of the city planning com-
mission, chief engineer, and so on, and put them on the committee, and
with very few employees, employing outside experts and consultants,
A e can do this work."

That committee at all its meetings has a schedule just as we have on
highway work, on all public works that shows the dates on which cer-
tain things are supposed to happen, and then with a blank line under-
neath the actual progress so that you can measure what should have
happened against what did happen, and we will give you that latest
schedule, which I think will also help you to see what is going on.

Mr. WIDNALL. It was my understanding that the Axelrod applica-
tion under section 220 went in around November 1954; is that correct?

Mr. LEBWOHL. It went in after the enabling legislation for 220 was
enacted. Prior to that he did have one or more applications in under
prior sections of the law, 213 and 207.

Mr. VIDNALL. Well, we would be pleased to have that documenta-
tion.

Mr. MosES. There is one other thing I would like to mention to
you, Mr. Chairman. I don't say this is a typical characterization,
but it happens often in a city like New York. In the new Lincoln
Square project, one of the main features is Fordham University. It
would take all of their scattered branches outside of the main uni-
versity at Fordham and put them together. That new college, or
whatever you want to call it, branch of the university, faces north
above 62d Street. Then there is a park, and facing south toward
Fordham will be the new Metropolitan Opera House and probably
the Philharmonic. The Metropolitan has an opera house and they
have to keep opera going and they have to sell the opera house sub-
ject to the purchaser not getting control until a certain time when
the new opera house is finished. That is typical of what we run into.
We have to give these people some assurance when that is going to
happen. Under past conditions up to now, we haven't been able to
give them any assurance. We couldn't honestly say whether it would
be a year, 2 years, 3 years, 4 years. It could be any length of time.
That is one of the great difficulties we have had, not being able to speak
with assurance and confidence honestly about what was going to
happen.

I can tell you what is going to happen on almost any other kind of
public works project, city or State, that I have anything to do with.
I am going to make allowances for delays, and that kind of thing,
but I will give you an honest figure, and it will be pretty close to being
right, but I can't in this field. I haven't any idea.

Mr. WIDNALL. Mrr.Moses, what was the past history on public hous-
ing when that started ? How long did it take to get a program going
from the date of application until final approval? I think it would
be interesting to have a comparison.

Mr. MosES. Well, I would rather have you get that from Mr. Cruise
and get the State figures from Joe McMurray. They can give them
to you. I know about what they were. It is only to say in those cases
there have been a great many delays locally, a great many arguments
about where these people are going to go.

The CHAIRMAN. Any other statement, Mr. Moses?
Mr. MOSES. No, sir.
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(The following data was submitted to the subcommittee:)
CITY OF NEW YORK,

OFFICE OF COMMITTEE ON SLUM CLEARANCE,
RANDALLS ISLAND,

New York, N. Y., October 6, 1955.
Hon ALBERT RAINS,

Chairman, Subcommittee on Housing,
Banking and Currency Committee,

Housc of Representatives, Washington, D. C.
DEAR MR. RAINS: In accordance with our conversation, I am delivering for

Mr. Moses a list of the dates on which application was first made for FHA mort-
gages under the prior law in connection with title I projects and the dates of
change to section 220.

Very truly yours,
W. S. LEBWOHL, Director.

Date applin. Date appca.
tlon iled for

Project FHA mort- ne. 2gage der se. 22
old law of new law

North Harlem. --- --....... -.. . -- .....--- ...... Nov. 13,1950 Nov. 9,1954
Manhattantown ..-.........--------------. Dec 18,1953 Nov. 12,1954
Harlem .... -- ......................... May 19,1953 Nov. 8,195
Pratt ----.........-......-- ........ ............... ... .. .. ...... Nov. 12,1954

Corlears Hook:
First discussion, April 27, 1950.
First application, December 19, 1952.
Approved by Commissioner of FHA on January 20, 1954.
Withdrew on February 5, 1954.
Paid fee of $43,273.80 to FHA, not returned to them.

Morningside-Manhattanville:
Discussions in 1951 with FHA regarding amendments.
Dropped FHA in September 1954, when New York Life agreement expired

and went into other financing.

The CHAIRMAN. Thank you very much for appearing. We want
to express our appreciation for your help.

The committee is adjourned until 2 o'clock. At that time we will
question Joe MctMurray and hear Mr. Axelrod and the other witnesses.

(Whereupon, at 12: 40 p. m., a recess was taken to 2 p. m.)

AFTERNOON SESSION

The CHAIRMAN. The committee will be in order and we will hear
from Mr. Axelrod at this time.

We are going to cross-examine Mr. Joe McMurray, but he doesn't
happen to be here. In the interest of conserving time, we will move
on to Mr. Axelrod. By the time we finish with Mr. Axelrod, Mr.
McMurray will be here.

Come around, Mr. Axelrod.
Mr. AXELROD. Thank you.
The CHAIRMAN. Do you have a prepared statement?
Mr. CHARLES AXELROD. Yes; not too long.
The CHAIRMAN. You can proceed any way you desire. Do you

want to read your statement?
Mr. CHARLES AXELROD. Yes, please.
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The CHAIRMAN. You are Mr. Charles Axelrod, and as we under-
stand it, you are the builder who received this section 220 commitment
that we have heard something about this morning; is that correct?

Mr. CHARLES AXELROD. That is right.
The CHATRr AN. The committee will be glad to hear from you, Mr.

Axelrod.
Mr. CHARLES AXELROD. I want to thank you gentlemen first for the

courtesy of asking me to come here. I hope that what I am going
to say is going to be of some benefit.

The CHAIRMAN. We appreciate your coming.
Mr. McDoNoUGH. Mr. Chairman, just for my information-
Mr. Axelrod, I understand you are the party to whom the commit-

ments are made for the slum-clearance project that the mayor referred
to this morning?

Mr. CHARLES AXELROD. That is right.
Mr. McDoNonGH. I see.

STATEMENT OF CHARLES AXELROD, NEW YORK CITY BUILDER

Mr. CHARLES AXELROD. There is no greater problem in New York
City than that of housing for the white-collar group. Slum clearance
and construction for minority groups is a part of this picture.

In New York City some slum clearance has been accomplished
through (1) city housing authority work, and (2) through limited
dividend funds of trade unions, insurance companies, and others. In
addition, other city agencies have become involved in some slum-clear-
ance work for the construction of new schools, parks, and playgrounds
and other public improvements.

In some instances these slum-clearance programs have completely
removed the land and improvements from the city tax rolls. In some
cases the land has remained on the city tax rolls, but in very few in-
stances has any portion of the new improvements been added to the
city tax rolls.

Obviously this can only go to a limited extent. At this time it is
unnecessary to go into details with respect to this situation; but as
a taxpayer I was greatly concerned with the implications of this
situation.

Despite the fact that the New York City Housing Authority will
have 120,796 units under its jurisdiction when their pending con-
struction program is completed and that there are now in these various
redevelopment and limited dividends corporations 22,669 units com-
pleted and 3,290 units under construction, we still have in New York
City 414,546 apartments that are more than 50 years old.

The 120,796 units operated by the city housing authority, and the
25,959 units owned and operated by various redevelopment or limited
dividend corporations, make a total of 146,755 units or apartments
that do not pay taxes to the city of New York on their improvements.
Obviously this process cannot continue indefinitely.

These 46,755 families receive the same services from the city, such
as schools, police protection, fire protection, sanitation, public health,
and all other services that the city supplies without paying their share
for such services. Multiply these 146,755 units by 4, which is the aver-
age family unit, and you have 582,020 people who are not paying their
share of the load.
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When Congress passed this urban-renewal law in 1949, it provided
an opportunity for every city and hamlet in the country to change this
trend from this unhealthy subsidized trend to a manner of producing
housing for our people that should be based on the principles of pri-
vate enterprise which is followed by the entire economy of the United
States and has brought such tremendous gains to every citizen of our
land. It is singular that a far-reaching law of this character that
has such a tremendous potential has been on the books since 1949 and
very little has been accomplished under it so far.

Early in 1950, I requested the opportunity of doing a slum-clearance
job by writing to the slum clearance committee. Sketches and lay-
outs had to be submitted to the slum clearance committee and to the
City Planning Commission of the City of New York. Favorable
action had to be obtained from these two bodies, in the first place, and
later on it had to go before the Board of Estimate of the City of New
York.

This involved many months of negotiations and consultations, and
procedures and plans had to be set up. Public hearings were neces-
sary, both before the city planning commission and board of estimate.
Finally the board of estimate approved my proposal along with sev-
eral other projects, and authorized condemnation proceedings. A
public auction was held, at which I was the high bidder for the north
Harlem area.

A contract was entered into and title was finally conveyed to me on
July 15, 1952.

Our contract with the city provided, first, that we pay the city of
New York $1,113,600 for the land; second, that we relocate all the
residential tenants m the area, and there were more than 1,200; third,
that we demolish all the existing structures on the site; and fourth,
that we build thereon eight 12-story buildings, to house a total of
1,296 families. This was all predicated upon plans approved by each
of these bodies.

The redevelopment plan provided for the coverage of approxi-
mately 20 percent of the land area, the rest being used for walks,
parking areas, playgrounds, etc.

Because we were the first private group to enter these negotiations
with the city, we were given a map of the city showing the areas de-
Plared slums by the slum clearance committee and city planning com-
mission. We could have selected any slum area in the city, but we
purposely selected an area in north Harlem which probably was the
worst looking slum that I could conceive of. It was my thought that
if it could be demonstrated that private enterprise could take an area
that was so run down and decrepit looking, such as north Harlem was,
and still is, and convert it into a beautiful residential parklike area,
it would help induce others to enter the slum-clearance program.

I also felt that minority housing was a good business venture be-
cause there had been practically no new building for the Harlem resi-
dents in the last 20 years. The area was extremely crowded and our
investigation indicated that there were many thousands of residents
in the area that could and would pay a reasonable price for decent
housing if it was built for them. Although 5 years have passed since
the initiating of this enterprise, nothing has happened to cause me to
change my opinion; namely, the building for the minority group in
the city of New York, can and will be a successful business enterprise.
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In fact, subsequent developments have confirmed the soundness of this
view.

My troubles began when I attempted to get financing for this proj-
ect. In the latter part of 1950 I filed an application with the FHA
under section 207 of the Housing Act. At that time I did not believe
that the delay would be as great as later developed. Plans and an
outline of specifications were submitted and FHA advised me some
time in the spring of 1951 that to build under section 207 would re-
quire close to $3 million front money.

This requirement made the 207 plan unfeasible.
The CHAIMAN. I don't want to interrupt, but let me ask: What

do you mean by front money ?
Mr. CHARLES AXELROD. That is the money that has to be deposited

with the mortgagee as a guaranty.
Mr. McDoouonH. It was good faith money.
Mr. CHARLES AXELROD. Well, it was supposed to be the difference

between the amount of the mortgage and the cost of the project.
Mr. McDONOUGH. You got a credit for it, though, you didn't lose

the money.
IMr. CHARLES AXELROD. I didn't put it up. That was the stumbling

block.
Subsequently we amended our application to come under section

213 in the belief that a cooperative housing project would be just as
acceptable to the residents in the area as a rental job. All our pre-
liminary surveys were entirely favorable, but financing under this
section was unobtainable, particularly in 1905 and 1953. If you will
recall that was the era of the hard-money policy, and mortgage money
dried up all over the country; 21

3
's were not looked upon with too

much favor by the banking fraternity anyway, even under the most
favorable circumstances. Late in 1953 the difficulties that builders en-
countered in attempts to final out in these 213 projects convinced me
that a cooperative was impracticable.

The FHA was ready and willing to give us a certificate of eligibility
to proceed to see if we could sell these apartments, but before it could
become operative, a takeout mortgage was necessary. This was un-
obtainable at that time. In 1954 we amended our application to come
in under section 220 of the 1954 Housing Law, as amended. We did
not change our floor plan or our plot plan, believing that if this proj-
ect was acceptable to FHA under section 213 it should be acceptable to
them for a rental job.

But in February 1955, we were told by the chief underwriter that
the plan that we submitted was not economically sound for a rental
job. If it was our desire to proceed with FHA insured financing we
would have to revise our plans with the objectives of putting more
living space under one roof and of cutting down the average size of
the apartments from a 4.5 average to a 3.3 average. Although I was
keenly disappointed at this turn of events, I immediately instructed
my architects to revise the floor plans to conform with all the FHA
requirements.

This was accomplished by increasing the number of families in each
building to 254, with a 3.3-room average per apartment, but we cut
down to 7 buildings instead of 8 buildings, so as not to increase the
density originally provided in the redevelopment scheme.

fl'8-2 55-pt 1-5
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Although it meant the scrapping of thousands of dollars worth of
plans, we were ready with our new plans in 6 weeks. Preliminary ap-
proval was obtained from the FHA and I am glad to say that a com-
mitment for the first three buildings has been issued to me only the
other day, and we are expecting to commence construction in a matter
of weeks, or just as soon as filing and approvals are obtained in the
New York City Building Department.

In the meantime, the Bowery Savings Bank was induced to finance
this project and have issued to me an actual commitment for the first
3 buildings with a request from them for the first refusal on the balance
of the 4 buildings planned under the redevelopment program.

At this time I would like to digress for a moment to express my
appreciation to the Bowery Savings Bank for their statesmanship and
good judgment in coming into this area to finance this project.

The operation and management of the structures on the site that we
took title to in 1952 was conducted by my management division. This
was quite a task. People that are being asked to give up their homes
for a project of this kind are entitled to every consideration. There is
a justified feeling of hostility and fear that has to be met. The usual
landlord-tenant relationship is not enough. My instructions to my
staff were, right from the start, to be as gracious and accommodating
as possible to every resident in the section; to be prompt in making re-
pairs that are required, and to be as considerate of the residents' com-
fort and happiness as possible.

To accomplish this, a maintenance staff was engaged; a team of
men to do nothing but install glass in broken windows; a team of men
to do nothing but carpentry work required; a team of men to handle
any plumbing repairs, and believe me, there were many of them; a
team of men to do such painting and plastering as was necessary, and
this crew was kept busy 8 hours a day, every day in the week, and
mind you, all this is happening to buildings that are to be demolished.

The odd thing about it is that although we have relocated 600
families out of the 1,200 originally on the site, we have the same crew
of men to handle the repairs for the 600 remaining families as we
originally started with. It appears that the buildings are deteriorat-
ing at a greater rate of speed than we can maintain the repairs. These
tenements are from 50 to 60 years old. Many of them had been
neglected for years, and the condition of these buildings was appall-
ing. We nevertheless pitched in and endeavored to make the resi-
dents in the area as comfortable as possible. We recognized that
human beings were living in these apartments; that children were
being brought up in them, and we wanted to provide them the best
possible service that circumstances would permit.

The New York State rent laws, unless reasonably and properly
administered, can be a substantial bottleneck in slum clearance
projects.

We relocated 600 families out of the 1,200 residing therein; de-
molished and cleared approximately 40 percent of the area. This was
accomplished about a year and a half ago. We could have commenced
construction then if the financing and other arrangements had been
available.

I call your attention to the fact that this area was carried at asubstantial loss because not only did we deprive ourselves of the in-
come of the demolished area, but we had to pay our taxes, insurance,
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and other items of expense on the vacant land, as well as that which
was occupied.

Mr. MoDoonUGH. What insurance would you have to pa? on
vacant land ?

Mr. CHARLES AXELROD. You have to insure the city with liability
and-

Mr. McDoNOUGH. On clear land.
Mr. CHARLES AXELROD. The sidewalks surrounding the area have to

be covered with liability insurance.
In addition, practically all of the remaining undemolished build-

ings have a large vacancy ratio which also contributed to this large
loss. During the 5-year period while all this was going on, I com-
mitted a substantial amount of cash for this project. I could have
built 2 or 3 conventional jobs during that period, operated them or
sold them at a profit, and proceeded with the next operation, but Ihiat
would be doing something of a stereotyped nature and I was de-;rous
of making a slight contribution to the community through this uhim-
clearance effort, as well as making a profit out of this operation.

In New York City we still have 414,546 apartments that are more
than 50 years old. Some of them are without sanitary conditions of
any kind. Most of them are railroad flats, with windowless rooms.
The hazards and dangers and social effects that housing of this sort
does to the one who is compelled to live under these conditions are
generally understood and appreciated and need no further elucidation
from me, nor am I qualified to speak on the implications of living under
these conditions. But it is a tremendous problem in New York and
every device and inducement is needed to alleviate this condition.

An effective slum-clearance program in New York City must envi-
sion the support of the most competent and experienced builders and
here I have to touch on a phase of construction history on which there
has been much publicity, but which has painted the wrong picture, as
far as I can see. We heard a great deal about profits to builders dur-
ing the 608 program. What happened in that program was that every
builder was given approximately $8,100 in mortgage money per unit
to build with and a set of plans and specifications that had to be fol-
lowed under the continuous supervision of an FHA inspector. The
builder that made a profit on such an operation was a man that had the
know-how and the efficiency to produce the housing within this mort-
gage limitation.

That is the fellow that is now practically out of business. The in-
efficient builder who did not know how to conduct his operation on a
profitable basis and spent all the mortgage money that he had available
is the one that is in the good graces of the FHA. The other fellow is
persona non grata.

No matter how this is analyzed, in New York City it still created a
total of 93,867 apartments, which rented at about $25 a room. That
includes some 207's and 213's, at a cost not exceeding $8,100 per unit.
Contrast this with the fact that public housing costs $12,000 per unit,
and does not pay any taxes to the city on these improvements, whereas
these 93,867 apartments contribute close to $40 million per year in
taxes to the city of New York alone.

Now the FHA had to take back only three projects, amounting to
579 units. Two of these have already been sold, I understand, with-
out a loss. The third one I am confident will also not prove to be a
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loss to the Government by virtue of this mortgage insurance. I call
your attention to the fact that most of this housing has now been up
and operating for an average of 5 years. The principal of these mort-
gages has been reduced by amortization payments. Mortgage in-
surance on the outstanding mortgage amount is constantly being paid
at a rate of one-half of 1 percent per year. In this area it amounts to
approximately $45 million per year.

Furthermore, a cash reserve is being built up by virtue of the re-
placement reserve required under FHA regulations, in which the
owner is required to deposit a certain amount of cash every month with
the mortgagee to take care of items that ultimately will have to be re-
placed. It provides a cash cushion that by this time should amount
to approximately 3 percent of the original principal amount of the
mortgage.

In another year or two because of this reserve, plus the continued
reduction of the mortgage through the amortization scheme, and be-
cause of the mortgage-insurance reserves, the Government will be en-
tirely out of danger so far as incurring a loss on any of these projects
is concerned. Some of the men that created this housing happened to
make a profit by virtue of their efficiency and now are being persecuted
and hounded and made the subject of a lot of unfavorable publicity.

It is odd that a builder's profit inasmuch as rental housing builder
is concerned is a dirty word. Look at the reports of all the corpora-
tions, large and small, and they are making fabulous profits and people
seem to exalt and be happy over it, not realizing that much of this
swollen profit may be caused by an overpricing of the products which
they bought. Profit to a builder seems to carry with it an onus; some-
thing that is undesirable; something that is procured through illegiti-
mate means and is tainted; whereas profits in any other enterprise are
looked upon with favor.

The other day the oil companies have reported this year the greatest
profits in the history of their existence and that very day I received a
notice that they are going to raise the price of oil 1 cent a gallon, which
is 16 cents Nobody paid any attention to that. There was not even
any mention of it in the papers as far as I can recall. The real estate
man has to absorb that out of his profits. There are things that do
not seem to other anybody because the owner of real estate has to take
care of that. What has been the effect of all this propaganda and
falseness? Your rental housing construction in New York has prac-
tically dried up, with the exception of a few luxury apartments. It
will not be long before you gentlemen and other bodies of legislation
will be looking for ways and means to induce these very builders to
come back into the market and do the job that they are capable of
doing. How long can the city of New York, growing by leaps and
bounds, afford to do without construction of rental housing, particu-
larly when it has not yet met the shortage of World War II?

My opinion is that if rental housing is to be built, whether it be slum
clearance or other type of rental housing, the efficient fellows that did
the job before will have to be called back into the picture one way or
the other.

That is my statement, gentlemen.
The CHAIRMAN. Mr. Axelrod, thank you for coming.
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I would like to ask you a question or two. This project that we have
read about in the paper, and we looked over that site yesterday, is the
project under what we in the business know as 220 ?

Mr. CHARLES AXELROD. That is right.
The CHAIRMAN. Now the law in this past session of Congress was

changed to replacement cost, instead of appraised value, and the first
question I want to ask you is how is replacement cost going to work?

Mr. CHARLES AXELROD. Well, that eliminates a great bottleneck,
sir, because one of the things that caused delays in getting these com-
mitments was the unwillingness, or I don't know, whatever you would
want to call it, of anybody in FHA declaring these projects to be
economically sound.

The CHAIRmMA. All right. Now, I understand that the FHA, by
regulation, I assume, limited the profits, the builders' profits, on this
project that you get to 7 percent .

Mr. CHARLES AXELROD. That is right.
The CHAIRMAN. Now, that is 7 percent on what?
Mr. CHARLES AXELROD. Seven percent above the cost, that is on the

cost. You add seven percent onto the cost of the project. That is the
builder's profit, but includes overhead, I understand.

The CHAIRMAN. Do you believe that 7 percent-I am speaking of
220's in situations such as yours throughout New York-will induce
people to come in and do the job? Is it low ?

Mr. CHARLEs AXELROD. That is low, sir, considering the fact that
he has to absorb his overhead on that. On any public housing job done
by a public contractor, there is a 10 percent builder's profit given and
a certain amount of overhead.

The CHAIRMAN. Isn't the figure of 10 percent the one usually used
for builders' profits in military housing of various types?

Mr. CHARLES AXELROD. I wouldn't know that. I couldn't tell you.
The CHAIRMAN. Now, from other witnesses this morning, we have

heard about delays in the approval of this slum-clearance project you
are about to start, and I would like to ask you about it, as the man in
the middle, until it was approved the other day, if it is your honest
opinion that the delay was occasioned by timidity, indecision, or
actually by the inability of those in the FHA to make up their minds
as to whether they wanted to go ahead with the program. How did it
impress you?

Mr. CHARLEs AXELROD. I got the impression that they wanted the
program very much, but in the light of all of the unfavorable publicity
that FHA had during these years, I presumed that they were reluctant
to go out on the limb and declare the project to be of sound value,
and that was eliminated when the last amendment was passed in 1955.

Of course, if there were anybody in FHA that would have had the
courage to say this thing is all right, let's go ahead with it, it could
have happened much sooner.

The CHAIRMAN. I don't want to get into 608's with you, because
that has already been handled by another committee of the Congress
of the United States, but I would like to make one suggestion as I
listen to your testimony about it, and I happen to be one that recognizes
that a lot of the things that you said are absolutely accurate and true,
but from the standpoint of a Member of Congress, whose duty it is to
see that everybody affected gets fair treatment, including the tax-
payers, don't you believe that it was necessary to look in and to put
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checks of some type on FHA if they were making the mistakes that
allowed the profits that some people made ?

Mr. CHARLES AXELROD. Oh, sure; it is the province of Congress to be
careful and not spend more taxpayers' money than is necessary.

The CHAIRMAN. I think that without getting into the details or the
hassel over the 608's, that we have all heard, I think that it could be
said that it is not the fault of the builder, but was the fault of the
inspectors in FHA, the extreme profits; what do you think?

Mr. CHARLES AXELROD. I don't think the inspector. He had a cer-
tain set of specifications.

The CHAIRMAN. I mean the appraiser, not the inspector.
Mr. CHARLEs AXELROD. Well, I don't think it was anybody's fault.
The CHAIRMAN. It is a difficult thing for the Government to insure

a mortgage, and then for the builder to take vast profits out of the
mortgage money. Somebody ought to hold it down. The Army does
it with a bid.

Mr. C('ARLs AXELROD. I agree with you. But if a man has the
efficiency and the know-how to produce this housing within a mort-
gage limitation of $8,100, which is two-thirds of what your public
housing costs-

The CHAIRMAN. Well, the limitation was too high.
Mr. CHARLES AXELROD. Well, maybe it was too high, but there was

a limitation.
The CIAIRirMAN. You and I agree on one angle of it. I see no reason

to penalize a good builder.
Mr. CHARLES AXELROD. That is what is happening.
Mr. McDONOUGH.. That doesn't apply completely and generally to

all cases, does it, Mr. Axelrod? You said that all good builders were
being penalized and all of the inefficient ones were not.

Mr. CHARLES AXELROD. Well, I am proceeding on the assumption
that-

The CHAIRMAN. You haven't been penalized?
Mr. C-IARLES AXELROD. NO, I wasn't penalized, and I built 608's.

But I wouldn't say I was inefficient. In Riverside, at that time, the
amount of construction was $1,800 a room. I put my land in. There
were 208,000 square feet of land. The other builders took it out
through a leasehold. I didn't do that. Therefore I didn't make the
profit.

The (CHAIRtAN. Well, I like to see you make a profit but I am glad
you didn't and we are glad to have you as a witness.

Any other questions?
Mr. McDoNOUGH. You are a valuable witness. You have had a lot

of experience in this thing. For instance, on these people that got
a comprehensive loan on a project and were efficient enough to build
it for a million dollars less than the commitment, in your opinion, do
you believe that in most cases those people were efficient businessmen
and astute businessmen and made the profit because they were capable
of finding ways to get around corners?

Mr. CHrARLES AXELROD. Well, that is not altogether the case, sir.
I personally know some of these builders. I also know some of the
builders that did not make the profit, and I can tell you-I have one
fellow in mind in particular, who doesn't mind getting up a 7 o'clock
in the morning, although he is worth millions. And I see him crawl-
ing into a 3-foot pipe to see how it is being welded, and he is a fellow



INVESTIGATION OF HOUSING, 1955 63

that made a profit. But he produced housing that was very desirable
and very much needed.

Mr. McDoNOUGH. All right, fine. Now suppose that same man, as
careful as he is in building and inspecting his own job, plus FHA in-
spection, had had the commitment from private sources. He couldn't
have made the profit from private financing that he made from the
FHA-insured loan, could he ?

Mr. CHARLES AXELROD. He could have, if he could have gotten that
much of a loan. Remember, sir-

Mr. McDONOUGH. But he wouldn't have gotten that much in the
first place.

Mr. CHARLES AXELROD. That is right.
Mr. McDoNoUGH. So the Government was generous to the point of

allowing more than enough without considering the ability of the man
to handle the money, and that is where the fault hes.

Mr. CHARLES AXELROD. That is right.
Mr. O'HARA. Mr. Chairman, will the gentleman yield a moment?
Mr. MCDONOUGH. Yes.
Mr. O'IARA. As a member of this committee, I do not want to be

put in the position of condoning practices that I don't think were
right and on a subject that this committee is not inquiring into.

The CHAIRMAN. That has already been gone into very deeply with
another committee, and I don't think we need to get into that any
further.

Mr. ADDONIZIO. Mr. Chairman, I have two questions.
The CHAIRMAN. Mr. Addonizio.
Mr. ADDONIZIO. Mr. Axelrod, apparently getting your 220 com-

mitment was like pulling teeth?
Mr. CHARLES AXELROD. Oh, it was tough.
Mr. ADDONZIO. I would like to have you give some specific recom-

mendations to this committee with respect to FHA's rules and regula-
tions which will make it easy for other builders to get these.

Mr. CHARLEs AXELROD. Congressman, I wonder if you would per-
mit me to prepare that in writing and submit it? I would rather do
that than submit it off the cuff. You will be here 3 more days?

Mr. ADDONZIO. We will be here until Friday.
The CHAIRMAN. You can submit it for the record.
Mr. CHARLES AXELROD. I will be glad to do that.
(Additional data submitted by Mr. Axelrod follows:)

AXELROD MANAGEMENT CO.,
New York 87, N. Y., November 1, 1955.

Hon. ALBERT RAINS,
Chairman, Congressional Subcommittee on Housing,

TVashigton, D. C.

MY DEAR CONGRESSMAN RAINS: First of all I want to take this opportunity to
thank you and your committee for the courtesy extended to me during your New
York City visit. I feel sure that much will be accomplished as a result of these
hearings that will prove beneficial to all concerned. I was particularly impressed
by the interest and diligence of the committee, all members attending every hear-
ing and displaying a keen desire to be helpful

You were generous enough to state that suggestions submitted to the com-
mittee by myself would be helpful in forming the recommendations it would sub-
mit to Congress. In addition to those orally submitted in my testimony, I have
only 3 items to add which, in light of my experience of 35 years in the real-estate
and construction business, I regard as important and vital to the success of the
entire slum-clearance program.
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First: Liberalize public housing requirements for site tenants of slum-clear-
ance projects.

The biggest bottleneck in slum-clearance programs is relocation While site
tenants have a priority for public housing apartments, eligibility is determined
by the Authority based on rigid and onerous requirements and many families are
consequently denied admission. In the case of North Harlem, less than 20 per-
cent of the site tenants proved eligible. There must be something wrong with
this system which eliminates more than 80 percent of the slum dwellers from
public housing. While I realize that only partial control of this situation can be
exercised by Congress, a recommendation to the Housing Authority by your com-
mittee would bear great weight not only in that phase of the plan that is
federally assisted but also on the balance of the program. I urge in the strongest
possible terms that immediate and serious consideration be given to this phase
of the relocation problem.

Second: Instruct the FHA Commissioner to use the 40-year level-annuity
amortization method for 220 projects.

Although the Housing Acts of 1954 and 1955 permit the Commissioner to
set the rate and method of amortization payments on all multifamily rental
projects and although the above-described amortization-payment method is
used in 213 projects our requests for this method were ultimately denied.
Commissioner Mason and his staff have on more than one occasion indicated a
willingness to accept this plan but when it came to carrying out this promise
it was not forthcoming. Vague references to the reduction of the Government's
risk were used as an excuse for this denial. A compromise, if it can be so termed,
was offered; in order to eliminate further delays I accepted something much less
than had been asked for. At the same time, I stated that I was still going to
press for my original request You and your committee can readily understand
how a reduction in the debt-services charge will result in a direct reduction in
the required rent for the proposed now project. The 40-year level-annuity
method sets an amortization rate of approximately 1 percent of the mortgage
amount; the method set up the first 220 commitments established an initial
amortization rate of 1.7 percent and this rate rises monthly in direct proportion
to the mortgage reduction. I have calculated that this situation will result in an
additional rental charge of approximately $5 per month per living umt. This
additional rental charge is totally unnecessary and contrary to the objectives
and principles of the entire slum-clearance program. You will, I am sure, need
no reminder that this program contemplates the construction of high-rise, fire-
proof buildings where the actual depreciation and obsolescence rates are negli-
gible; the New York City Housing Authority figures a 50-year life for identical
buildings.

FHA now grants the amortization method asked for to 213 projects regardless
of the nature of the construction and in many cases this is 2-story, 3-story, and
6-story nonfireproof buildings. In the small-home program, FHA grants a 36-
year mortgage to frame dwellings. Why a 220 project is not entitled to the most
liberal financing terms available is beyond my comprehension since there evi-
dently is a basis for the 40-year level-annuity plan in all types of construction
under the 213 program. Certainly fireproof construction in a 220 program should
be entitled to at least equal consideration with inferior construction.

Third: Architect's fees
Although the Housing Act, as amended, permits an architect's fee of 3 percent,

and despite the fact that at one time 5 percent fees were allowed, and ignoring
the fact that all costs must be certified at the conclusion of the job, FHA has
limited the potential architect's fee (prior to cost certification) to 1% percent.
Because of the involved nature of this entire program requiring approvals from
a host of city agencies, HHFA, and FHA, the planning period for this type of
project is extremely lengthy. Architects, like everyone else, must receive pay-
ments and be permitted a profit. Consequently, all sponsors should be allowed
a maximum architects' fee of 3 percent; in view of cost certification the final
result will be that only those fees actually dispersed will become part of the
FHA mortgage

The above are the major points that occurred to me. The Development
Builders of New York, an association of title I sponsors, may have other recom-
mendations which would represent a cross section of the problems 220 sponsors
are currently facing I sincerely trust that you will carefully weigh any
recommendations made bythis group

Thank you very much for the opportunity of submitting my views.
Very truly yours,

CHARLES AXELOD.
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P S.-We are going to break ground in the Delano Village very soon. I am
planning no special ceremony for that occasion, nor when we lay the cornerstone,
but when we dedicate these buildings, which will be in about 16 months, I am
hoping you and your committee will find it possible to be present, and I have
every intention of inviting you.

Mr. ADDONZIO. One other question I have, Mr. Axelrod.
As I understand it, the FHA made you reduce the number of rooms?
Mr. CHARLES AXELROD. The average number of rooms per apart-

ment, yes.
Mr. ADDONZIO. Didn't they also force you to reduce the square foot-

age per room?
Mr. CHARLES AXELROD. No, they wanted an average of 3.3 per apart-

ment. In other words, they wanted more small units and thereby
increase the value and rent of the property.

Mr. ASHLEY. Mr. Chairman, I have a couple of questions.
The CHAIRMAN. Just a minute, Mr. Gamble has a question.
Mr. GAMBLE. Because of this delay under 220, you suffered some

losses which you have specified here in your statement, charges you
didn't expect to incur because of the delay?

Mr. CHARLES AXELROD. That is right.
Mr. GAMBLE. That means it is going to take you a certain length of

time to clear out that you didn't anticipate to get away from the loss?
Mr. CHARLES AXELROD. That is right.
Mr. GAMBLE. And you had no way of estimating how much longer

it would be before you are out?
Mr. CHARLES AXELROD. You mean out with the loss that is on the

books?
Mr. GAMBLE. Yes.
Mr. CHARLES AXELROD. No, there is no way of telling.
Mr. GAMBLE. It will take some years, though?
Mr. CHARLES AXELROD. It may not. It depends on how quick we can

relocate the present families that are on the site and proceed with
the completion of the program. The quicker we do that, the quicker
we will stop the loss.

Mr. GAMBLE. Once your project is complete, what will be the aver-
age long-term investment; can you tell that?

Mr. CHARLES AXELROD. It has got to be 10 percent of the cost. We
have to certify.

Mr. GAMBLE. Ten percent of the cost?
Mr. CHARLES AXELROD. Ten percent of the cost of construction. It

has to be at least that.
Mr. GAMBLE. That is all, Mr. Chairman.
The CHAIRMAN. Mr. Ashley.
Mr. ASHLEY. You spoke of the amount of front money which you

needed originally, Mr. Axelrod. I wonder what front money was
required, if any, on your recently approved 220.

Mr. CHARLES AXELROD. Yes, sir. It will run at least-the minimum
will be $150,000 per building, and there are 7 buildings on the site,
and that is over and above land cost and demolition and relocation.

Mr. ASIILEY. It is the cost of the land locked up in the corporation
without opportunity to withdraw, except on regulated dividends pay-
able out of earned surplus?

Mr. CHARLES AXELROD. I don't know. That is too technical for me,
sir. I don't know if I can answer that. I would have to get my
accountants in on that.



66 INVESTIGATION OF HOUSING, 1955

Mr. ASHLEY. Do you think that the local agency, in consultation
with the Urban Renewal Administration and the FHA should de-
velop plans and specifications for 220 projects on which bids should
be received for each such project? Do you think that that would
work?

Mr. CHARLES AXELROD. Well, that might be a very good approach.
I would have a pretty sterotyped set of buildings.

Mr. ASHLEY. That is right.
Mr. CHARLES AXELROD. You wouldn't want to have 500 buildings

exactly the same, and it may not be advisable. Some sections call for
different types of construction.

Mr. ASHLEY. Well, I am directing the question more to the pro-
cedure and directing it to you as a builder. I want to know if that
procedure would be less onerous on the builder and FHA too.

Mr. CHARLES AXELROD. I wouldn't be able to answer that definitely.
I would say that anything that can be done to invest power up here
in New York, rather than have it transmitted through Washington,
would improve the situation a great deal and have somebody here
that can answer these questions and act on them.

Mr. ASHLEY. You wouldn't have any particular objection, yourself,
to such a procedure; that is, a competitive bid on approved plans and
specifications?

Mr. CHARLEs AXELROD. No, I personally would not, but I don't mind
telling you that I personally don't think I am going to do another
slum-clearance job when I get through with this.

Mr. GAMBLE. You mean on the ones that are dropped out?
Mr. CHARLES AXELROD. What ones When I complete this, I don't

think I will go into any more slum-clearance jobs, unless the pro-
cedures are such that it will avoid the conditions that I was con-
fronted with here.

Mr. McDoNOrGH. And those conditions are largely the time
element?

Mr. CHARLES AXELROD. Time, of course, is the essence. Time is the
most important thing.

Mr. ADDONIZIO. But your complaint, Mr. Axelrod, does not rest
with the law itself, but rather with the administration?

Mr. ASHLEY. It is a very, very sad thing to hear you say that you,
with the motives that induced you to get into this thing in the first
place, would now be discouraged from ever getting into slum-clearance
projects.

Mr. CHARLES AXELROD. I am 61 years old. How much longer can
I do this?

Mr. ASHLEY. On the basis of what the last one took you-
Mr. CHARLES AXELROD. I am an awfully old man to complete any

more. But I really hope, gentlemen, that the giving of this com-
mittee, has cleared the road a great deal, has eliminate a lot of situa-
tions that need not come up in subsequent approaches to the FHA.

Mr. McDoNOUGH. This is the first one under 220?
Mr. CHARLES AXELROD. This is the first one under 220.
Mr. McDoNOUGH. In the Nation?
Mr. CHARLES AXELROD. So I understand, and we had to be the guinea

pigs, which probably need not be repeated in the future. Of course,
I do want to say I have a son right here who is very capable. He may
carry on while I leave off.
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Mr. ASHLEY. I have just one final question, Mr. Chairman.
What procedure do you follow in relocation of the residential ten-

ants of an area ?
Mr. CHARLES AXELROD. Well, I would rather have my son who has

charge of that answer that, if I may.
Bernie, the gentleman wants to know what procedure is followed in

relocating the tenants on the site.
Mr. BERNARD AXELROD. The first process is to check each family to

determine their income status, family composition, and to catalog each
family as to need and requirement, both as to location and as to size
of unit and to cost of the unit. We would not want to put a family
whose income might be $70 a week or $60 a week in an apartment that
would require $100 per month in rent.

When we complete that, we then process that through a New York

City Housing Authority assistant that is assigned to our site. These
assistants process the files and extract from the files those families

that might be eligible for the various projects, both Federal, State,

and city subsidized. Those are put in our public-housing file and we

concentrate on the balance, the remainder.
In our particular case we started out with not quite 1,200 families.

Our original estimates, based upon preliminary surveys, indicated
about 700 families would be eligible for public housing now. The

balance of the families are encouraged to first find their own homes

with cash assistance from ourselves. That would come in varying
forms. That would be either actual physical work performed in the

new place they are moving to, the purchase of new equipment that

would go in there, stoves, refrigerators, and sinks, subsidizing them

to the cost of moving, the first month's rent, security payments, and

so on.
Many families prefer to find their own homes because with our

assistance they can now move perhaps to another borough or another

part of the city or the metropolitan area. The other families we keep

in constant touch with.
We try to maintain a contact of once per month with every family

on the site and find out what the dynamics of the situation are to meet

the changing needs and requirements, and we try to maintain-

although it is very difficult in our case because of the nature of the

relocation program-but we do try to maintain a constant file of

apartments available.
In our particular case we have not been able to maintain this file

for two reasons: No. 1, many owners of property in the city are reluc-

tant to accept Negro families. That is putting it very badly, but that

is the case.
No. 2, the basic problem is that we could not, up until last week, set

up a sensible relocation program, because we didn't know where we

were going, when we were going, or if we were going.

Now, we are just starting to gear the relocation program up much

more rapidly and we hope to complete our relocation within a matter

of 12 to 18 months. We still have about 575 to 600 families that will

have to be relocated on our site. Some of these families will move

into our new buildings. We have about 30 or 40 that we know of

now that will take apartments in our new buildings and pay the rents

that we will be forced to charge.
That is roughly the relocation program.
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Mr. CHARLES AXELROD. I would like to add one point. There will
be 762 families in the buildings we build. We believe we can work
out something with the tenants applying for our new apartments to
get possession of their old apartments and move those that we have
on our site into the old apartments.

Mr. ASHLEY. That would just leave the interim period.
Mr. CHARLES AXELROD. No; they wouldn't give up their apartment

until we have a place for them, and we think we can work out an
arrangement to get a priority for the apartment that will be vacated
by the tenant coming into our apartment.

One more point: In designing this plot plan, we had in mind the
difficulty that arises with the last 100 or 200 families. They are the
ones that are not eligible for public housing; they won't cooperate and
become tough to relocate for any number of reasons. On our plot
plan we have a 300-foot area that is 300 by 80 that will be stores
eventually, but at this time it is a block front of tenements. Now, we
had in mind that if we found it necessary we could take these hard-
core tenants and move them into the block of tenements that we intend
to use for stores because we can delay the store construction for an
indefinite period.

The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. I would like to take time, Mr. Chairman, to clear up

one point.
Congressman Ashley suggested, as I understood it, open competitive

bidding in this field, and as I understand your reply, if that were done,
there wouldn't be any bidders.

Mr. CHARLEs AXELROD. I said that?
Mr. O'HARA. You said you wouldn't bid. I didn't get what your

reply to the Congressman was.
Mr. CHARLES AXELROD. The way I feel about it now, I personally

don't think I want to go into any more slum-clearance situations such
as this. Whether or not those that will step into my shoes-and I
have two sons who I am expecting will do so-would probably have to
be guided by the conditions that are set up about this bidding. I
couldn't say whether we would be interested or not interested.

Mr. O'HARA. I merely wanted the record to go that far because
generally throughout the country we favor, wherever possible, open
competitive bidding. Yet whether it is feasible in this field, I don't
know, and I don't mean by remaining silent to be committed to the sug-
gestion that that is being discussed or decided upon here.

Mr. CHARLES AX\LROD. Well, I am in no position to answer that,
sir. All I can say is there was open bidding for the project I acquired.
There was an auction held through a regular way, and anybody that
wanted to could have come in and bid against me.

Mr. O'HARA. My only thought was in my presence here I do not
wish to stand committed by my silence to something that someone else
has said and on a subject that has not thoroughly been examined.

Mr. CHARLEs AXELROD. I don't understand technicalities of this
sort.

The CHAIRMAN. Any other questions?
We are going to have to move along, gentlemen. I am going to

recess the hearing by 4 o'clock, so we will have to move along.
Mr. McDoNOUGH. I have just two questions.
You may refuse to answer this, if you please.
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How much money have you invested on this project? How much
money have you spent up to now ?

Mr. CHARLES AXELROD. I would have to get my accountants to tell
you that.

Mr. MoDoNoU GI. Approximately.
Mr. CHARLES AXELROD. I would say it is between five and eight

hundred thousand dollars cash. That is rough. It might be more
than that.

Mr. McDoNouGH. And you now have a commitment for 3 of the 8
buildings you are eventually going to bid?

Mr. CHARLES AXELROD. Three of the seven.
Mr. McDoNorH. And that commitment is how much?
Mr. CHARLEs AXELROD. This commitment is about $2,150,000 per

building for 3, but it is only a commitment. If it is less than that, it is
less than that, and if it runs more than that, I pay it out. That is the
limit of the mortgage I can get.

The CHAIRMAN. Any other questions, gentlemen ?
Mr. WIDNALL. Mr. Axelrod, I would just like to boil down the tune

element in your application.
I believe you testified that in the latter part of 1950 you filed under

section 207.
Mr. CHARLES AXELROD. That's right.
Mr. WINALL. Then you abandoned efforts under 207 when you were

told you would need $3 million in front money.
Mr. CHARLEs AXELROD. That's right.
Mr. WIDNALL. Then you filed later under the cooperative housing,

213.
Mr. CHARLES AXELROD. That is right.
Mr. WIDNALL. And you failed to finish that application because you

found that a takeout mortgage wasn't there for you.
Mr. CHARLES AXELROD. That's right.
Mr. WIDNALL. That means that you actually filed your 220 projects

in 1954?
Mr. CHARLES AXELROD. That's right.
Mr. WiurALL. When was that, what month?
Mr. CHARLEs AXELROD. Well, Congress didn't pass the section 220

law until 1954. We had to wait until-I think it was passed in
June-we had to wait until the regulations came through from Wash-
ington before we could file. We could have filed that a year earlier if
there had been such a law, or regulations under which we could have
filed. I think it was November when we actually filed.

Mr. WIDNALL. You filed in November of 1954 but you waited to
make that application pending regulations?

Mr. CHARLES AXELROD. Regulations and law.
Mr. WIDNALL. Then I think you were asked to submit architectural

plans that required some changes, and then you resubmitted when;
in April of 1955

Mr. CHARLES AXELROD. We were called in in February and told we
had to forget the plan that was in the hands of the FHA for several
years. We could have been told that 6 months earlier, you know.
As soon as I heard that and realized that I would have to file new plans,
we got our architects and engineers on the job, worked them almost
day and night, and weekends, to complete the new plans, which we
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accomplished in 6 weeks. We didn't fight with the FHA. We didn't
quibble with them.

There are lots of conditions in these new plans that I think are
superfluous that shouldn't have been in there, but we agreed to them
in order to get the job through in a hurry.

Mr. WIDNALL. Well, then, was there any timelag because of trying
to find a commitment from a bank for your financing ?

Mr. CHARLES AXELROD. NO, sir; not for the 220. As soon as 220
came on the books, I had my financing arranged.

Mr. WIDNALL. One other thing: On page 7 you said the New York
State rent laws, unless reasonably and properly administered can be
a substantial bottleneck in slum-clearance projects.

Has that in any way applied to your applications from 1950 on?
Mr. CHARLES AXELROD. I again have to defer to my right-hand man

at my right to answer that. I don't know too much about the details.
The CHAIRMAN. Mr. Widnall, I don't want to cut anybody off, but

suppose we ask him to file it for the record. We won't get through
with four other witnesses this afternoon if we go into these long
-detailed discussions.

Mr. WTIDALL. My only point was to find out whether the timelag
at the other end was because of complications of the New York State
rental office

Mr. BERNA RD AXELROn. No; that was through complications of the
New York rental law. We were able to obtain sufficient ownership to
start construction of the first three units. The New York State rental
law has restrictive provisions in there which rightfully protect the
tenants in the State from eviction. However, there are many cases
where 'ome site tenants arbitrarily refuse to move to any sort of accom-
modations that might be found for them, and consequently certain
procedures and machinery have to be gone through at the State rent
commission offices in order to get what we call a certificate of eviction,
and that is essential prior to going into the local courts.

Now, an unreasonable administration could delay the issuance of
that certificate for an unusual length of time or require a 6-month
stay prior to the court action, and that was what was implied in that
particular phrase.

We have managed to work that out with the State administrator
where he is giving us every cooperation.

Mr. WIDxALL. Thank you.
Mr. CHARLES AXELROD. I also stated in that statement that the area

iin which I received the commitment has been cleared for a year and
a half. We could have commenced then.

The CHAIRmix. Thank you, Mr. Axelrod, very much. You gave
us a good statement.

We will now have Mr. Joseph McMurray for cross-examination
on his statement this morning.

Mr. McMurray, you made it clear that you were not leveling at any
individual in FHA, which I appreciate. What this committee is
trying to do is find out the bugs in the law and to locate, if we can,
the bugs in the administration and to be level in each instance.

Now, first of all I would like to ask you to give to this committee
recommendations which you may have for any change in the 1955 act
that would be beneficial, other than those changes of amounts of money
which you recommended.
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We understand the purpose of that. There is no need to go back
over that. But do you have any recommendations as to further needed
changes in the act of 1955 that would help to meet these needs that
we have been talking about here so much

Mr. McMURRAY. Well, I did make a recommendation on title I, the
Urban Renewal Act, in which I suggested a change from 6623 percent
to 80 percent, and I did recommend an increase in the authorization
for loans and grants.

In regard to title III, the public housing, I also indicated that I
thought it would be good to go back to the original 1949 act, which
provided for on an average of 135,000 units a year.

On the FHA provisions of the act, I have to review a good deal. I
might make further recommendations.

In general, though, I think the change from value to replacement
cost did a great deal in terms of taking care of the problems that have
been discussed here.

The CHAIRMAN. You think that was a good change, then?
Mr. McMURRAT . A very good change, especially because you still

have the cost certificate in there.
I might hesitate without the cost certificate, but there it seems you

have a final way of catching any possible windfall.
Now, of course, it is true, I suppose, that even the cost certification,

someone can certify and lie, but there are penalties under the law to
do that.

The CHAIRMAN. Absolutely.
Mi. McMURnAY. Now, I think, generally speaking, the FHA pro-

gram in the law is good. There is one thing I know, for example, the
limitation of the amount of any one commitment to $12,500,000, that
was changed from $5 million to $12,500,000 in the last act, and I think
that was good. I just feel that we ought to be realistic about this, and
I don't know what the total commitment for those 7 buildings of Mr.
Axelrod would be, but I am inclined to think they might be in excess
of $12,500,000, so he probably has not 1 mortgage but, let's see, he
might have 2 and possibly 3 different commitments to get that.

Now, it makes better sense, I think, in being realistic about it, and
being honest about it, to say, "Well, let's determine what the project
calls for and make a commitment on that basis."

Also, it gives the man a better opportunity to plan his project in a
more intelligent wai.

This way, and this is a matter of regulation, much of my criticism
runs to the regulations and the administration and not to the law. It
might be on further examination that there would have to be some
changes, technical changes in the law. That I am not certain of at
the moment.

The CHAIR AN Well, this amendment that you just discussed, I
am proud to say that was my amendment, raising it from 5 million to
121 . Do you think it ought to be more ?

Mr. McMunRAY. I don't know if there should be a limit on it. I
suppose you can put a limit on it. At one time under section 207 there
was a limitation of $50 million. Suppose you are only taking 1 mort-
gage in New York and therefore can do only 1 block. It might be a
sounder project to do it for $50 million when you change the composi-
tion of the whole neighborhood and make that particular building
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within the larger area a much better risk and the people that are
living there are much more likely to stay there, whereas, if you do it on
a smaller scale, the neighborhood around it might not be so good.

All I say is why not be honest about it and do the logical thing. I
don't think this is awfully important, but it did make this difference:
When the $5 million limitation was there, it did make builders resort
to things that were not frowned upon-everybody knew it was going
on-but they had to put firewalls in buildings to make two mortgages
where there really ought to be one. I think it could be that with the
$12,500,000 limit, it wouldn't be 1 building, but you might have other
artificial barriers that are just as bad economically.

The CHAIRMAN. One other question, and then I will move along.
Forget now, if you can, your duties as commissioner for the State

of New York, and think for a moment across your experience as a long-
time worker in housing legislation and an observer of other cities not
like New York.

We will think now of Austin, Tex., of cities of that size, and then I
will ask you this question-and you have plenty of them upstate of
the same size:

Whereas in New York it is easy to present a workable program in
public housing, including the land use plan, all of the things which
you have and are adequately equipped to do here; what about the
smaller cities, can they measure up to the requirement of the PHA for
its workable program as enunciated by the regulations?

Mr. MCMSRRAY. The answer, to give you a fair answer, is "No." To
explain what I mean, I should say this:

The way it has worked in practice, I think more recently the Urban
Renewal Administration and Public Housing have been very reason-
able in what they think Congress meant by that.

I think Congress was very wise in saying something about a work-
able program. I think that Congress meant that they wanted not a
city by itself to come in and get Federal help without doing anything
on its part. They wanted the city to say, "Yes, this is our problem,
too, and to show that we recognize this is our problem, we are going to
do certain things that we have to show that we want to do something
about the city as a whole," and it was that intention that I think moti-
vated Congress to do what it did.

I think that in the first blush, right after the Congress had acted,
that they interpreted very strictly that you had to have, for example,
a complete city plan with land use very well defined.

Now, no small city could possibly do that. But the way it worked
out in practice, I think they solved the problem, and I think that the
only thing I can say is that they accepted long-range promises that
may not mean anything, and it did cause an awful lot of delay at the
time in order for the administration to get to the point of being real-
istic about it.

New York City had an authority at that time. I happened to be
executive director. It meant for us a great deal of work to bring to-
gether all of the things that we were doing. In other words, it took
probably a thousand man-hours and a great deal of typing and pre-
paring reports in order to get this done, when actually we were doing
everything that we were supposed to do.

I think the purpose was good. I think originally the delay was
unfortunate. I think that they pretty well made it work out.
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The CHAIRMAN. It changed some of the regulations in recent
months.

Mr. McMuRRAY.Yes.
The CHAIRMAN. Well. here in New York it is easy to see your need

for Federal aid in public housing. I am speaking my own viewpoint.
But 8 million units out of 35,000 is not realistic for-as a share

throughout the country, and there can be no public housing unless
every town and hamlet across the country gets its break, because that
is the way this country operates, so I make the statement and ask if
you concur, that there must be some kind of variation between the land
use program and codes, and so forth, between what you could invoke
here in New York and the smaller cities throughout the country.

Mr. MCMURRAY. Absolutely. There is one thing I forgot to answer
the chairman on, that I would like to say for the record anyway. And
forget my duties as the commissioner of the Division of Housing in
the State of New York. I interpret my job in the very broadest sense,
and I am even interested in housing in Texas.

The CHAIRMAN. Or Alabama?
Mr. McMURRAY. And certainly in Alabama.
The CHAIRMAN. All right, I thank you.
Mr. Addonizio.
Mr. ADDONIZIO. Mr. McMurray, I am sure you are familiar with

the 221 program.
Mr. McMURRAY. Yes, sir.
Mr. ADDONIZIO. And I am sure you will agree with me that is a dead

letter issue program.
Mr. McMURRAY. There have been no commitments issued as far as

I know.
Mr. ADDONIZIO. I would like to ask you how you think this program

might be stimulated or renewed.
Mr. McMuRRAv. Well, in New York City the limitation in the

mortgage amount made it practically impossible to work and as far
as my knowledge of costs around the accounting, it is very difficult
to operate.

There was also one other difficulty that the last Congress removed,
and that was that the only people who were eligible for it were those
people who were being dislocated by other programs, and that is part
of the workable program. That has been removed.

I was very concerned, though, about the section 221, at the time, of
going a little too far; it might have been a little too much of an incen-
tive. I frankly don't understand why it cannot work now. I think
there is one program, if I were the Administrator of FHA, I would
watch very carefully to see that 3 years from now another congres-
sional committee does not come along and say, "What is going on
here?"

The CHAIRMAN. You are talking about 221?
Mr. McMURRAY. In other words, I think it should work very good

because it is possible for a builder to go in there and do a good job
and make a profit. I am just worried he doesn't make too much profit.

Mr. McDonouH. You mean 220 or 221?
Mr. McMURRAY. 221.
Mr. McDoNOUGH. So that is one you would watch closely ?
Mr. McMRRAY. I would watch it closely; yes.
I want to be perfectly honest with the committee.
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Mr. ADDONIZIo. I have one other question: On page 8 of your state-
ment you said that you were very concerned about credit restrictions
that are aimed directly at reducing the increase in our housing supply.
Would you elaborate on that more fully ?

Mr. McMURRAY. Yes, sir. The Administrator, the FHA, I pre-
sume, with the concurrence and at the stimulation of the Treasury
Department and the Federal Reserve Board, increased the down pay-
ment by 2 percent. Now, that isn't, as a matter of fact, looking at
it in terms of percentages, very much, but the other thing is they
reduced the amortization period from 30 years to 25 years, but we
work on margins and the little fellow who is making $80 a week with
3 children, if he has to put up $200 more, for example, on a $10,000
house, and he has already gotten together by an awful lot of economy
and budgeting, say he needs $400 for his closing, and he has to put
up-it is only in some areas that you can get no down payment, as
a matter of fact-and then when you buy a new house you also have
to buy furniture, and so on, so this is being realistic about it.

To get that $200 in many cases means he is out of the market; the
other thing is when you reduce the mortgage terms by 5 years you may
increase the payments by-I am not sure, but I would say roughly seven
and a half dollars a month. That puts many people out of the home-
buying market, and it is the margin there that has been a great oppor-
tunity for the little fellow to buy a home.

It seems to me that our country is certainly productive enough and
big enough that we can provide just as many houses and more than
we have been producing without hurting other parts of the economy,
and I think if we want to solve this problem we ought to, as I said,
keep our eye on the ball and figure out ways and means of stimulating
home ownership and the opportunity of veterans to secure themselves
a decent house in a decent neighborhood.

I have also in my statement pointed out that I think the restriction
on credit will have the effect of increasing the price, reducing compe-
tition, and by reducing competition reducing value of the house and
have just the opposite effect that you would think it would have if you
proceeded on a different kind of logic.

I am talking on the basis of looking at it, because, very frankly, I
have changed my ideas on this. I used to think, and I was concerned
when we dropped the down payments, that it would immediately
capitalize into higher prices, but, on observation, especially in Long
Island and Nassau County, and around the State, it is my considered
judgment that you get more value for your dollar today than you did
2 years ago, so I recognize the mistake of my own thinking.

Mr. ADDONIZIO. Thank you. That is all.
Mr. WTDNALL. Mr. McMurray, isn't that true, though, also because

of the fact that there is more competition to sell houses than there was
2 years ago?

Mr. McMuRRAY. I am sure that that is partly the case; yes, sir.
Mr. WIDNALL. In other words, the builders have caught up with

demand?
Mr. McMnRRAY. Yes. They first started to build high-priced houses,

and now some of those builders have moved into the lower-priced
market, but I am sure that the change in the down payments was an
inducement.
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Mr ADDoxIZIO. Do you actually believe the builders have caught up
with demand, as he said?

Mr. MICMURRAY. I thought he said catching up with demand.
Mr. WIDNALL. Caught up with the demand a little bit.
Mr. McMURRAY. Yes.
Mr. ADDONIZIO. In certain areas.
MIr. McM IRAY. Yes.
Mr. McDo-orGH. Mr. McMurray, the problem you have had here on

commitments as far as delay in time is concerned, and the fact that
you now have a commitment on one of these slum clearance projects
in New York. do you think that since this is a pilot operation, or
experimental, that we may have some of the bugs out of it and get a
little faster action from here on ?

Mr. McMURRAY. I certainly think so, and from what I hear from
the builders the FHA is really moving in and, as I said in the begin-
ning of my statement, I think the fact that you gentlemen came here
will grease the wheels considerably, and I also think in being fair to
the people in the FHA and the HHFA office, in general, that it is more
difficult when you get started. It is just a matter of degree in all of
these things.

I think that it has been just too slow, though, and I think let us for-
get about that in the past. From now on let us just get going and get
on with the job so that we won't have to think about the criticism.

One month later from now if these things are gone we will even
forget that they ever existed, and you wouldn't hear such testimony.

Mr. McDoNOToGH. You say you think that the regulations are a little
restrictive on room size, and they ought to be a little more flexible?

Mr. Mc Ml RRAY. Yes, sir.
Mr. Mr Dof-tNTGH IIow much more flexible do you think they ought

to be?
Mr. McMrunRAY. Well, what I was thinking about was this, and I

start with the basic assumption that the FHA was started with the
idea of stimulating private enterprise to do a job, and if you have
private te enterprise iou have it, that is these fellows are paid, and they
are to make profits oi the basic, of theii ,good judgment. It happens in
the New Yolk area, for example, the FIIA will have a general mini-
mum standai:d across the country, and then they will have certain
variation within New York City, possibly.

Now. it might be that in New York you have various neighbor-
hoods. You might very well build different room sizes, living room or
bedrooms. in Greenwich Village, if you are building down there, as
compared with the upper East Bronx, and I think that a builder, if
it works right. has his money invested, and he wants as much success
in his project as the FHA does. He doesn't want to lose money. He
wants it to be a success. Not only the money-I find one thing, these
builders ha e a great deal of pride in their projects. They are very
much interested in them. I honestly recognize their real interest in
doing a job for the people. It is not simply alone to make a profit,
and they want to go into a job that will be a success, so they might
decide in this area in Greenwich Village people like large living rooms.
That is the market there, give them large living rooms. Don't let
the FHA iin Washinirton tell them what size the living rooms should
be. Similarly as to the size of bedrooms.
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Now, I think that they have rather rigid standards on that and
that is what I mean by flexibility. Let the local administrators deter-
mine that, and give the builder a little more opportunity.

The other thing is in each project in each building they require the
same distribution of apartments. It might be for good planning
purposes you might put, for example, and I am not sure this is good-
you put all of the smaller apartments in the corner near the subway,
because the old folks, maybe, or single persons, live there and you
might put the large units in another part back near the playground.
You don't have that kind of flexibility, and that is the kind of thing
I was referring to.

Mr. McDoNouGH. I see.
Mr McMuknRAY. To be specific, in answer to your question, I

wouldn't want to say what they should recommend in terms of specific
room size. All I say is to the maximum extent allow private enter-
prise, the entrepeneur, and give him credit for wanting to do as good
a job as the FHA. In fact, many of them are a lot more expert than
the people in FHA, and that is no criticism of the people in FHA.
Because some of these fellows have made their mark in terms of hav-
ing sold in private enterprise a lot of good apartments, and have
made a lot of money in it, and I think it is a pretty good standard to
judge a man on that basis.

Mr. McDoNOvGH. What has been your experience as State housing
authority commissioner with the State control commissioner on en-
forcing the law, such as this place I saw down on 10th Avenue.

Mr. McMURRAY. Well, I want you to understand as the State com-
missioner of housing we are in the nature of a banker, not in the nature
of an operator. So I haven't had any experience with that.

The commissioner of rental control is Charlie Abrams, and I know
that he is interested in the tenants, and he also recognizes that there
is a landlord that has to make a reasonable return.

On that specific case that you are concerned about, I was concerned
about it myself, and I can't answer your question, but maybe I can give
you some indication of what might have happened.

First of all, the State rental control law took over from the Federal
law. During the Federal law there were a lot of provisions at one
time which knocked out roominghouses. At one time they allowed
alterations, and m those alterations they gave them a rent allowance,
and it was based on how much money they put in it.

There was one period when the Government was encouraging peo-
ple to alter apartments so that veterans could get some places to live
because they couldn't build them that fast.

The CHAIRMAN. Well, also there was a change in it once in which
they allowed them to up the rent if they allowed them to furnish the
apartment. It was poor furnishing, but that was a furnished apart-
ment we saw.

Mr. McMURRAY. So the State rental control doesn't start with itself.
It is a carry-on, and it takes over some of the good and some of the bad
things that were done in the Federal law.

Now, it might be that the rent administrator at one time, regardless
of who he was, maybe this was originally, and it looked to me like it
was, a private dwelling house, and it was converted, and in the con-
version they allowed a certain rent, presuming one person. Now, we
saw in it as a roominghouse it was converted from a roominghouse
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to an apartment, and 6 people were there. Well, the rent adminis-
trator has no control on how many people will come in. That is
under some other law.

Mr. McDoNOUGH. This is only one family there.
Mr. MCMURRAY. Yes, but the number of persons in there is not

under his control.
Mr. McDoNouGIH. It is still too much for one room, $75 a month.
Now, one other thing. We didn't seek this place out. I didn't

know anything about it until we got there.
Mr. McMURRAY. I was responsible for bringing you there.
Mr. GAMBLE. I thought that was true.
Mr. McDowouGH. Now, suppose they condemn that for slum clear-

ance, and the owner of the property demands his value on that block
on the basis of the income he is getting, $75 a month for one room.
That is an outrageous price.

Mr. McMunRAr. Well, I am not sure how much they allow for that,
but I am sure it is affected somehow. I think, Mr. Chairman, this
question is important enough you should get an accurate answer to it.
If you permit me, I will get in touch with the rent administrator and
give him the exact case, and for the record you will have an answer to
your question rather than guessing at it.

The CHAIRMAN. Fine
Mr. O'Hara.
Mr. O'HA I. The highest compliment to our dear and old friend,

Joe McMurray, is to say that his statement, his oral statement, the
statement he inserted in the record, and his answers here under cross-
examination, have so completely covered the subject and so con-
vincingly that any question from me would be surplusage.

Thank you.
Mr. McMuarrRr. Thank you very much.
The CHAIRMAN. Any questions?
Mr. GAMIBLE. Mr. Commissioner, isn't it true that New York State

has provided facilities for more houses than the rest of the United
States?

Mr. McMERRAY. Yes.
The ('HAIRMAN. Wliat was that statement again
Mr. McMnURRAY. The State housing for low-rent people have pro-

vided more housing in this State than all of the other States combined.
Mr. GAMBLE. That is what I thought.
Mr. McMuRRAY. Right now there are 37,000 units in the State of

New York under this program, approximately 8,000 under construc-
tion and planning, and by 1960 we will have approximately 62,000
units.

Mr. GAMBLE. And you have another bond issue pending for this
fall?

Mr. McMURRAY. Yes, sir; in the election this November, which is,
incidentally, supported by both the great parties.

Mr. GAMBLE. May I ask you one question, I don't know whether
you want to answer it or not. During the Joint Committee on Hous-
ing, and in the Banking and Currency Committees of both Houses,
there has been quite a lot of talk, but it was never put in the law, as
to accelerated amortization. There has been a considerable amount
of interest on that in New York City.
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Do you want to express an opinion on that, or not? I don't want
to embarrass you.

Mr. MCMURRAY. Nothing you could ask me, Congressman Gamble,
would embarrass me, because you only ask intelligent questions, and
I know you are interested in this subject.

The subject is a complicated one, though, and, generally, I think
that that would be a good stimulation to the housing supply of our
country. I think at the same time I would like to say. of course, this
has been a question that is up to the Finance Committee and the Ways
and Means Committee. They have used accelerated amortization
with great success to get defense plants started, and I think this prob-
lem is big enough and complicated enough, and will lead to some of
the same social evils that it could create in another kind of war, war
between peoples in our own country, and otherwise, that we ought
to be willing to do the same thing to promote better living and better
citizenship as we are for fighting the war.

I would also like to say that this is a subject that I wish later on
the chairman might look into. Maybe I can have some people in our
division give it careful study, but the internal revenue laws are some-
thing that ought to be looked into. As far as I know. now, they do
not treat real estate investment in the same way as they treat other
types of investment, and perhaps by the time you conclude your hear-
ings around the country I might be ready with some specific recom-
mendations on the internal revenue law and show you how you might
very well stimulate some more interest in housing construction by
amending your internal reveue laws.

Mr. GAMBLE. It is the general opinion that it would increase build-
ing, is it not?

Mr. McMnRRAY. That is right, and the Congressman from New
York, Keogh, has introduced a bill into the Congress which I think
your committee ought to give-I haven't studied it in detail, but the
idea of it I think is worth very serious consideration.

Mr. McDoNOuGH. As a matter of fact, that same formula could be
applied to State income taxes for housing.

Mr. McMURRAY. It certainly can, sir.
The CHAIRMAN. Mr. Ashley.
Mr. Asm.y. Mr. McMurray, going back to Mr. Addonizio's ques-

tions on section 221, is it your experience that any appreciable number
of people displaced under the title I program would be in a position to
pay the 7 percent downpayment called for under section 221?

Mr. McMuRRAY. Not appreciable numbers, but I think you would
get some people. We made a study in New York of what the incomes
of people were for title I. The figure we got was that on an average
37 percent were eligible for low-rent housing. Some of them prob-
ably could pay the downpavment, but I don't know if we should deter-
mine whether it is workable or not by an appreciable number. If 10
percent of them can do it, that solves 10 percent of the problem, and, if
it does, then, it is good.

Mr. AsHLEY. Now, do you think that one approach to the slum prob-
lem might be to make slums so burdensome to the property owner that
it simply isn't economically feasible for him to continue his premises
in that condition?

Mr. McMURRAY. Your question to me is do I think that is the way
of solving it?
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lMr. ASHILEY. Do you think that might be one approach?
Mr. McMuntA-. Yes, I think that is one kind o an approach but I

think it is the kind of thing that it is easy to say and pretty hard to,
work out in detail.

To put it another way, we certainly shouldn't make it as attractive
as it is, and one of the answers is the instance cited by Congressman
McDonough. Take, for example, the house that you looked at. There
was $75 a month, and that $75 a month was probably equal to about
$4.50 a square foot, which is about 3 times more than you would pay
for a Park Avenue apartment. If you can get 3 times Park Avenue
rents for that kind of stuff, it stands to reason that you are going to get
a lot of people interested in that kind of program.

You saw the $75 a month, and one of you Members of Congress that
was on the trip yesterday remarked here is a place of one room for $75
a month when under Mr. Kazan's project, the International Ladies
Garment Workers, the same project is $80 a month. I think there is
the economics of it very dramatically.

The other thing I want to point out in connection with this is this,
that hasn't been touched upon. Actually the Federal Government is
making a very wise investment in clearing slums because what they
are doing is, you have seen some of these projects. You happened to
see the 59th Street project, the coliseum. Just imagine the income that
that is going to create, taxable income, for the United States Govern-
ment. Imagine how much income that is going to create for the city
of New York. Imagine how many people are going to be put to work
because of that. Imagine all of the hotel rooms that are going to be
rented because of that. I would venture to say in 1 year after that is
erected the city and the Federal Government will get back whatever
they put into it.

Also, if you take a look up in the Harlem area where Mr. Axelrod is
building, if you have seen it before, some of the places were cut down,
and remember the taxes that were paid there, and then you come back
here 5 years later and find out how much taxes are going to be paid
there, and how much the income of the people is going to be increased
because they live in decent housing, and are going to be more produc-
tive citizens, and also figure out how much the Government of the city
of New York is going to save in dollars and cents because they don't
have policemen there, they don't have juvenile delinquency, and so on,
and, boy, it is a wise investment.

This is good capitalism, and this what you are talking about. If we
only could get the whole Congress of the United States to come around
and do what you gentlemen are doing we wouldn't have a problem for
the next 2 years.

Mr. GAMBLE. Why don't you try to get the congressional committee
that comes up to New York every spring to take a tour like we did
yesterday?

Mr. McMRRmAY. I wish that the chairman would expand his com-
mittee at least by 150.

Mr. ASHLEY. Mr. McMurray, I just have two other questions. This
morning you directed some criticism to the FHA stating that the
regional office here in New York as presently operated serves no useful
purpose at all because it declines to make any decisions or accept the
responsibility for any decisions without checking and doublechecking
with the home office in Washington. Now, we have heard a good deal
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of substantiating testimony today with respect to 220 projects, and I
wonder if this criticism goes beyond the 220 projects, and, if so,
where

Mr. McMURRAY. I think, as you read back the statement to me, I
think I was carried away a little bit by my own words. I certainly
think that if I were being fair and I want to be fair, that I wouldn't
make such a broad statement at all. What I meant to say was in this
context of talking about the multifamily rental, that it served very
little purpose. It probably should be revised to say that, and I would
be fair in saying it.

Mr. ASHLEY. You were directing it, then, to the 220's mainly ?
Mr. McMuRRAY. I was talking mainly of the multifamily rental

type. I am sure from the activity that goes on in the 203 program that
the same criticism couldn't be justified, but, on the other hand, they
have been operating that for the last 20 years, more or less, and they
are pretty familiar with it, and I wouldn't be surprised if you would
find that there is a lot more flexibility in that program than in the
multifamily project program.

The CHAIR.LMN. Well, in the context of your statement this morn-
ing, Mr. McMurray, what you were really talking about was all
regional offices of FHA in every section of the country needed to have
more authority to act. That was the impression. Was that what you
meant to say

Mr. McMuRRAY. Exactly.
Mr. GAMBLE. That is what I thought.
Mr. ASHLEY. Then my last question, Mr. McMurray: You stated

this morning that FHA allowances for overhead, profit, and archi-
tectural tees were unreasonable. You then go on to state in your pre-
pared statement that perhaps the revised regulations which permit
the 7 percent to the builders for overhead and profit may not do the
job too; is that correct?

Mr. McMuRaAY. I would say it is a matter of degree. You will get
some more in at 7 percent than you will at 5 percent, but whether you
can get them in sufficiently at that is the question that I raise.

Mr. ASHLEY. That is what I am asking. Is it your opinion in
order to get the job done-

Mr. McMiURRAY. I will tell you what we are going to do in the
State program, and I am going to take my calculated risk on this-

Mr. ASHLEY. Well, I know what you are going to do in the State
program and I was about to ask about that. That plan calls for 6
percent.

Mr. McMURRAY. Maybe I can combine the two of them. We are
going to allow a builder a 5-percent profit. As an incentive for
efficiency to encourage him to do a more efficient job, we will allow
him up to 71/ percent, if, for example, he gives us an estimate which
we think is a reasonable estimate, and then he comes along and does
it cheaper than he expected, we say good for you, we will give you
7% percent. That is, you share with the housing company. They
have to reduce the mortgage. Whatever the difference is, they reduce
the mortgage, and they increase their profits up to 71/2 percent.

Then we also say, we will allow 33/4 percent for overhead, and that
includes an architect's fee. Now, that means that if a very efficient
builder comes along he can get 71/2 plus 3%. Now, don't forget that a
builder has to have an overhead. He has to have telephone calls. He
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has to have a car to run down to the place. He has got himself. He
is on the job. The very fact that Mr. Axelrod spent here this morn-
ing, and I don't know how long he did, in preparing his testimony, and
I don't know how many times lie went to the FHA, I don't know how
many long-distance calls he made, all of that costs money, and all of
that is tine. He could just as well, from my observation, he is a pretty
able man, I am sure that with his time he could be making some good
money some other way, but he apparently has enough stick-to-it-ness
to see this job through, and we should credit him with that.

But I think we should pay for that. The American people are
willing to pay for it, and will get good housing. That is being fair
about it.

We also audit the books at the end so if there is anybody doing any
monkey business we will catch them.

Mr. WIDNALL. Mr. McMurray, there is just one question I want to
ask you. Has it been brought to your attention at all that some lend-
ing associations have been asking unusual percentages for the place-
ment of mortgage money, as between builder and lender?

Mr. McMuRRAY. It hasn't been brought to my attention directly in
this connection, but I am familiar enough with the mortgage market
to know that there is what we call discounts and premiums. But I
think that is a function of the money market more than it is a matter
of what is right and wrong. In other words, if the money market is

such that they feel on an FHA loan that they have to have a yield of
5 1

/4 percent, they will only buy the mortgage at 96 or something like
that. I don't think that really you can legislate on that. I believe

that we should have a free money market, and I think that we have to

work within that. I think when you start to use gadgets to do that

you are going to upset other things that you better be very careful

about.
You do have the Fannie May as one attempt to get around that.

The CHAIRMAN. Joe, we can spend the afternoon talking to you and

be well informed. You are a very eloquent gentleman, and we appre-
ciate your coming before our committee and before we wind up we

are likely to hear from you again down in Washington next January.
Thank you very much, and we appreciate your waiting until after-

noon.
Mr. McMuRRAY. Thank you.
The CHAIRMAN. We must move along now because we have two other

witnesses.
The next witness is Mr. Walter J. Gill, executive vice president,

Alexander Summer Mortgage Co. I understand that he is from our

colleague's town of Newark.
Mr. GLL. That is correct.
The CHAIRMAN. We are delighted to have you, Mr. Gill, and you may

proceed. I understand you have a written statement.

Mr. ADDONIZIO. Before he starts, I would like the record to show

I am happy to see Mr. Gill here. He is a former constituent of mine,

very able, and I am sure he will give us some valuable information.

Mr. GILL. Thank you very much, Congressman.
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STATEMENT OF WALTER J. GILL, EXECUTIVE VICE PRESIDENT,
SECRETARY, AND DIRECTOR, ALEXANDER SUMMER MORTGAGE
CO., NEWARK, N. J.

Mr. GuiL. Chairman Rains and members of the committee, my name
is Walter J. Gill, of Newark, N. J. I am executive vice president, sec-
retary, and a director of Alexander Summer Mortgage Co., Newark
and Teaneck, which firm is an approved mortgagee of Federal Hous-
ing Administration. I have served as president of Real Estate Board
of Newark, vice president of New Jersey Association of Real Estate
Boards, governor of Mortgage Bankers Association of New Jersey,
and am presently a national director of the Mortgage Council, Wash-
ington, D. C., and member of the national FHA committee of the
Mortgage Bankers Association of America. Other trade association
affiliations and business background in detail are shown on pages fol-
lowing this presentation.

My firm originates mortgages on real property, principally in the
northern section of New Jersey, and currently services a mortgage
portfolio of approximately $61 million for 19 financial institutions.

I was happy to accept your kind invitation to appear here today to
discuss with your committee the subject of rental housing, its need
and financing pursuant to the provisions of the National Housing Act,
as amended.

May I state, at the outset, that my firm has arranged the financing
of 76 such multiple-family housing projects comprising 11,100 dwell-
ing units, and involving an aggregate of $80,483,400 in mortgages in-
sured by Federal Housing Administration under various sections of
the act.

In the fall of 1953, President Eisenhower named a 23-man Advisory
Committee on Government Housing Policies and Programs, chair-
manned by the Honorable Albert M. Cole, Administrator of the Hous-
ing and Home Finance Agency. This committee, all experts in the
field of housing, devoted approximately 9 weeks to an exhaustive study
of the situation and, on December 14, 1953, submitted a 377-page re-
port to the President. Much of the committee's recommendations was
incorporated in the administration message to Congress, and formed
the basis of the Housing Act of 1954, as originally introduced.

The measure was designed to accelerate construction of all types of
housing with particular emphasis on rehabilitation and neighborhood
conservation. In sections 220 and 221 of the act it was proposed, for
the first time, to provide a vehicle to aid in the financing of properties
in blighted areas. In addition, it was proposed to revise section 207
in a manner designed to provide a more realistic approach to the
financing of middle-income housing.

These revisions, although finally adopted in substantially the form
originally proposed, were not productive of the desired results largely,
it seems to me, because of additional amendments offered subsequent
to the introduction of the measure.

To illustrate my point, I submit herewith the record of dwelling
units-includes sections 207, 213, and 908-involved in project, rental
and cooperative, applications filed with Federal Housing Administra-
tion for the years 1953, 1954, and the first 8 months of 1955. These
units, which you will please note are national totals, not local, appear
on the schedule next following this page.
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The CHAIRMAN. I suggest, Mr. Gill, that since the statement is be-
fore the committee, that that information you refer to be incorporated
at this point in the record of your testimony.

Mr. GILL. The entire statement?
The CHAIRMAN. Yes, all of these applications that you have here.
Mr. GILL. The statistics?
The CHAIRMAN. Yes.
Mr. GILL. I quite agree.
(The material referred to is as follows:)

Project applications filed with PHA nationally (includes sees. 207, 213, and 908)
(multifamily rental and cooperative housing)

Month 1953 imts 1954 uts n1955uts

January ..-- .........................- 4........ .... 4,511 9,326 40
February ....-....... --- ... .... . ... . 5, 163 5,696 199
M arch _ . -. --- 59.... -. ...- ..... ...-.......-.. 6,968 9,294 1,025
April............... ... . ........ ................. 9.707 6,533 311
May ....... ,217 4388 1,009
June ---- ....... ... . . . ... ....... ... 5,938 5,250 1,766

6 months total..--..-........----- --..- -.... . 38,504 40,486 4,730
July..------- .......- ... ... ......... _ ................. 3,897 1,136 767" "'t ------------------- --------------- , KI N7 ----------
August ....... ...... . . .. ..... . .. .. ...... . 9,895 167 ........
September -....... .... --.. . ..... ...- ...-- ....-----.- 1,972 64 .
October.................. 4, 329 750
November .... ............. 6,889 1,884 ..
December---. 8,111 266 ..

6 months total...... .. . ------ - 35 093 4,267 . .

Total-----...... ----------.- 73, 597 44, 753

AVERAGE NUMBER OF DWELLING UNITS PER MONTH (APPLICATION STAGE)

1953 (12 months) -..... --------.--- 6,133 1954 (2d half) -.......... -....-..--.. 711
1954 (lst half) - . .....---------- 6,747 1955 (1st half) --....-.................... 788

QUALIFICATIONS OF WALTER J. GILL, NEWARK, N. J.

Residence: 375 Mount Prospect Avenue, Newark 4, N. J.
Business: 1180 Raymond Boulevard, Newark 2 N J.
Born: October 7, 1912, in Newark, N. J.
Experience: Licensed real estate broker, States of New Jersey and New York;

licensed insurance broker, State of New Jersey. Appraised, purchased, sold,
managed, and financed real estate throughout northern New Jersey for indi-
viduals, insurance companies, banks, fiduciaries, and building and loan and
savings and loan associations over a period of 25 years. Since 1947, executive
vice president, secretary, and a director of Alexander Summer Mortgage Co, of
Newark and Teaneck, an approved mortgagee of Federal Housing Administra-
tion, and executive vice president and a director of Summer Mortgage Service,
Inc, of Newark and Teaneck. Assistant manager of real estate department,
Eleventh Ward Building & Loan Association, Newark, N. J., 4 years. Real
estate sales and renting manager, Lincoln Mortgage & Title Guarantee Co.,
Newark, N. J. 4 year. Real estate sales manager, Franklin Mortgage & Title
Guaianty Co., Newark, N. J., for 2 years. Have qualified as real estate expert
before courts in New Jersey, tax boards of Esex and Hudson Counties, State
Tax Appeals Board of New Jersey, and various planning boards and boards of
adjustment in the counties of Essex and Bergen. Have acted in capacity of
fee appraiser for Monroe Savings & Loan Association of Newark, N. J.; Union
Central Life Insurance Co. of Cincinnati, Ohio; State Mutual Life Assurance
Co. of Worcester, Mass., city of Newark, N. J.; Fidelity Union Trust Co. of
Newark; Veterans' Administration of the United States of America, and Depart-
ment of Banking and Insurance, State of New Jersey.

Affiliations: Member, Mortgage Bankers Association of America; Mortgage
Bankers Association of New Jersey (governor 1951-55); Mortgage Council
(national director) ; National Association of Real Estate Boards: New Jersey
Association of Real Estate Boards (vice president, 1953) ; Real Estate Board
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of Newark, N J (past president) ; Institute of Real Estate Management (New
Jersey past president) , National Institute of Real Estate Brokers, Society of
Residential Appraisers; National Association of Home Builders; New Jersey
Home Builders Association; Home Builders Association of Metropolitan New
Jersey, Lions Club of Newark (past president).

Gill served as president of Lions Club of Newark 1948-49; held every office
in New Jersey Chapter of Institute of Real Estate Management, and became
president in 1950; held every office in Real Estate Board of Newark and became
president in 1951; designated "Newark Realtor of Year 1953"; served many years
as a director and in 1953 was vice president of New Jersey Association of Real
Estate Boards; member of board of governors, Mortgage Bankers Association
of New Jersey 1951-55; vice chairman, Newark Central Planning Board Sub-
committee on Rezonmng 1951; served on Essex County grand jury 1947 and again
in 1952; member of Industry Advisory Committee to Housing and Home Finance
Agency, Washington, D. C, representing National Association of Real Estate
Boards, 1953; member of study committee on Financing of Cooperative Housing
of NAREB, 1953, member of Newark Committee for Neighborhood Conservation
and Rehabilitation since 1953, member Newark Traffic Commission 1951-54;
commissioner on Newark Board of Assessment for Local Improvements 1953-54;
commissioner on Newark Zoning Board of Adustment since 1954, member ot
street and highway committee of Newark Chamber of Commerce, 1953-54, mem-
ber steering committee, Mortgage Council, Washington, D. C., 1954-55; national
director, Mortgage Council, 1955; participant in real estate roundtable, Columbia
University, 1953 54; member national legislative committee, Mortgage Bankers
Association of America, 1954-55; chairman civic affairs committee, Real Estate
Board of Newark 1955; trustee, Police Athletic League, Newark 1954-55; member
National FHA Committee, Mortgage Bankers Association of America 1955-56
term

The Summer firm services a mortgage portfolio in excess of $61 million. Out-
standing in its achievements is the financing of the 2,095-unit Ivy Hill Park
Apartments in Newark, recently completed in the amount of $17 million covering
five 14-story buildings, the largest in New Jersey. Alexander Summer Mortgage
Co. financed more than 50 percent of all postwar rental housing construction in
Newark.

INSTITUTIONS FOR WHICH ALEXANDER SUMMER MORTGAGE CO. SERVICES MORTGAGES

The Bank for Savings in the city of New York
The Bowery Savings Bank, New York
Central Savings Bank in the city of New York
County Bank & Trust Co, Paterson, N. J.
East River Savings Bank, New York
Emigrant Industrial Savings Bank, New York
Franklin Savings Bank in the city of New York
Franklin Society Federal Savings & Loan Association, New York
The Greenwich Savings Bank, New York
Green Point Savings Bank, New York
Hudson Trust Co., Union City. N J.
Hudson County National Bank, Jersey City, N. J.
The Manhattan Savings Bank, New York
North Side Savings Bank, New York
Palisades Trust Co, Palisades Park, N. J.
The Savings Banks Retirement System, New York
State Mutual Life Assurance Co. of Worcester, Mass.'
The State Insurance Fund, New York
Williamsburgh Savings Bank of Brooklyn, N, Y.

OCTOBER 3, 1955.

Mr. GILL. As you know, the act was signed by the President on
August 2, 1954, although the revisions were made known in July.
The sharp drop in applications coincided with the enactment of the
new law.

1Denotes New Jersey Mortgage Loan Correspondent.
NOTE.-Serviced mortgage portfolio in excess of $61 million.
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A brief analysis of these figures will disclose that applications filed
with FHA during the first half of 1954 averaged 6,747 dwelling units
per month, which was even greater than the monthly average of 6,133
dwelling units filed in the calendar year 1953. When contrasted with
the monthly average of only 711 dwelling units for the second half
of 1954, and an almost similar monthly average of 788 dwelling
units for the first half of 1955, there can be little doubt that the reason
can be traced to the Housing Act of 1954.

There has been much speculation over the reasons for the lack of
interest evidenced in the production of rental housing since the afore-
said changes in law took place. It is my considered opinion that
the addition of section 227, builder's cost certification, as adopted,
became the greatest single factor contributing to the decline of appli-
cations for mortgage insurance on rental housing projects, as shown
hereinabove. A quick reference to the statistics covering the first 6
months of 1954, a period during which the amendments designed to
improve conditions were not yet in force, would seem to confirm my
contention. Please note that the dechne on such applications was
approximately 90 percent.

It is true that the recent investigation by the Capehart committee
disclosed certain abuses which gave reason for tightening any loop-
holes which may have existed in the National Housing Act. I hasten
to assume you that I deplore any abuses revealed by that committee,
and agree that there should be no repetition permitted However, I
am also cognizant of the fact that section 608, on which the investi-
gation centered, had expired long before the disclosures were made
public and, furthermore, section 207 was, and is, an entirely different
type of vehicle and, therefore, is not ordinarily susceptible to the
practices exposed.

It is my belief that, in an effort to close the doors to windfalls,
Congress adopted measure oselingly resulting in inequities which
have removed the incentives necessary to encourage builders to create
the needed rental units. ()n a purely hypothetical basis, let us pre-
sume that an experienced builder and a garment manufacturer-and
I have nothing against garment manufacturers, gentlemen-both ac-
quired contiguous parcels of land, identical in ize, and had an archi-
tect design identical buildings for each, following which both filed
with Federal Housing Administration for mortgage insurance pur-
suant to section 207. FHA, having found values of $1 million on
each, issued commitments to insure mortgages in the maximum allow-
able amounts of $)00,000 each. Following completion of the con-
struction, Mr. Experienced Builder filed the required cost certification
and. because of his ingenuity and know-how, was able to show that the
entire cost- weire only $900.()00. At this point FHA would arbitrarily
reduce his mortgage to $720,000 because section 227 provides that no
mortgage may be "in exceh of such approved percentage of actual
cost." Mr. Garment Manufacturer, on the other hand, who had used
a building contractor to erect his project, was certainly able to certify
his actual costs at $1 million, as estimated by FHA, and, therefore,
his mortgage remained undisturbed in the original amount of $800,000.
It seems to me that the experienced builder, upon whom we must
depend for a sustained volume of construction, has been placed in a
position le- favorable than that of a novice.
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Since sections 207 and 220 are both in the category of rental housing,
to which subject I here confine myself, we might take a moment in
which to explore the essential differences between them. Mortgage
insurance under section 207 is predicated upon valuation theory and
the ratio of loan to value may not exceed 80 percent. Section 220,
under the Housing Act of 1954, originally provided for mortgage
insurance not in excess of 90 percent of value, although the Housing
amendments of 1955 changed the criterion to provide that the mort-
gage insurance shall be predicated upon replacement costs.

Otherwise, section 220 is quite similar to section 207 except that it
is applicable only to properties in the area of a slum clearance and
urban redevelopment project or in an urban renewal area as defined in
the Housing Act as amended.

While not strictly in the field of rental housing, I believe it is im-
portant to mention the fact that the housing amendments of 1955
eliminated the cost certification requirements with regard to applica-
tions filed pursuant to section 221. This, together with the recent
amendment to section 220 where the appraisal approach was changed
from the value theory to reproduction cost, seems to reflect recognition
of my contention that section 227 has had the effect of curtailing
housing production.

The CHAIRMAN. Wait just a minute, section 227
Mr. GILL. That is the cost certification provision.
The CHAIRMAN. Oh, yes; I didn't recognize the number.
Go ahead, Mr. Gill.
Mr. GILL. If the objective of Congress is to eliminate all possibility

of windfalls, and I must confess this is a most delicate question to
debate, it would seem logical that this could be very simply accom-
plished by modifying section 227 to provide, following cost certifica-
tion, "that the actual cost equaled or exceeded the proceeds of the
mortgage loan or the amount by which the proceeds of the mortgage
loan exceeded the actual cost be paid forthwith to the mortgagee for
application to the reduction of the principal obligation of such mort-
gage." As a matter of fact, there is a precedent established in this
connection which was contained in title VIII of the National Housing
Act, which had a similar requirement. This was in effect from July 1,
1953, with regard to title VIII, until it was superseded by the Housing
Act of 1954.

Of perhaps equal importance, in a discussion of this kind, is the
manner in which the act is administered. Congress writes the laws
and the executive interprets them through the issuance of rules and
regulations. It is my belief that the Federal Housing Commissioner
and his staff are with some justification concerned over any possibility
that abuses may recur and, in an effort to preclude such possibilities,
have built multiple safeguards into the rules and regulations and field
office instructions which have had the effect of further discouraging
participation in the rental housing programs.

It has been said that the act is being nervously interpreted and,
perhaps, Congress should spell out certain policies to be pursued.

For example, in section 207, where mortgage insurance is based upon
economic soundness, and usually requires substantial equity money in-
vestment, a limited dividend feature, abandoned a few years ago, has
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been revived. This is not a requirement of the act, nor is it even cited
in the published rules and regulations which merely restrict the pay-
ment of dividends to earnings, but does now appear in the commitment
at the time of issuance. This newly imposed condition limits regular
dividends to 6 percent, with provision for added amounts 12 months
later under certain conditions and with Commissioner's approval.

The Commissioner has prescribed a 7.25-percent formula by which
ceilings on rents to be charged are established. This has the effect of
preventing an owner from charging market rents and, also, very often
depresses the amount of mortgage insurance which would otherwise be
available in amounts more closely approaching statutory provisions if
there were greater net income available for capitalization purposes in
the valuation approach. It seems paradoxical that the Commissioner,
who becomes the holder of the preferred stock in the mortgagor cor-
poration, should actually take steps to hold down income.

I strongly urge that competitive rents be allowed as established by
market. Even under the emergency, Congress specifically exempted
properties constructed after February 1, 1947, from Federal rent
control in recognition of the fact controls impeded construction of
rental housing.

Underwriting procedure prescribed by FHA headquarters leaves
very little latitude for the field office staffs to exercise considered judg-
ment based upon experience in their own areas of operations. Ap-
praisals are based more upon the manual than on the basis of indi-
vidual judgment. Conditions nationally are so diverse that no man-
ual could do justice to the job. A manual should be a guide only.

I make particular reference to such items as an enforced 7-percent
vacany factor, 50-year maximum economic life of apartment build-
ings, suggested capitalization rates for appraisal purposes, and even
cost factors, which often are obsolete by the time they are published
and delivered.

In view of the multiple safeguards employed, including reserve for
replacement funds, deposited in cash monthly, stringent location and
property requirements, and amortization provisions, it would appear
that mortgage terms could be safely increased to 50 years on sections
207 and 220. Vacancy allowances, within the judgment of under-
writers, could be lowered to 5 percent. Redtape could and certainly
should be reduced to a minimum to avoid costly delays and expense
of administration.

Economist Miles L. Colean treated this general subject with great
candor in his article entitled "Impotency of FHA Policies on Apart-
ment Finance," published in the June 1955 issue of Architectural
Forum. I am sure that most, and perhaps all of you gentlemen, have
read the article.

I should like at this time to tell you how my home city of Newark,
with a population slightly under one-half million, has fared in the
current so-called construction boom. Newark, as you may know, is
almost completely developed and must meet its housing requirements
through the erection of apartment buildings. We have not kept pace
with demand and our needs may more readily be determined by a
review of our postwar record of construction starts of 1- and 2-family
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dwellings, contrasted with multifamily buildings, expressed in family
dwelling units, including public housing, as follows:

Yer 1-fily ultl- Total, Demol-
Year 1-family family family family shed

1945.. ......--. . - -----... .....- .... . -- --- 9 2 12 23 157
1946..--.- .--- . ------..------ 17 26 42 85 160
1947 ..-.. - -- ..--- ----- 25 16 200 241 71
1948. .. ... .. ...--- - - 17 28 355 400 114
1949 -...-- ..-.- 36 14 745 795 232
1950... -..--.- 46 66 181 293 281
1951 ..-...- 4 ... -------- 18 2,628 2,709 300
1952 --------- 49 42 2,719 2,810 184
1953.. . .-----. 36 28 13 77 282
1954 23 26 1,573 1,622 374
1955 (8 months) --...---... ------------ 20 26 21 67 182

Total . -...................................- . 332 292 8,489 9,113 2,337
Less, pubhc housing ------------------------- 4,374 4,374 -......

Private starts......2.8. 332 282 4,115 4,739 .

Of special significance is the fact that, during this postwar period,
a total of 2,337 dwelling units were eliminated from our housing
inventory through demolition. You will note that in the years 1945,
1946, 1953, and for the first 8 months of 1955, the rate of demolition
actually exceeded new construction. These statistics show that our
net gain in housing over a 101/2-year period has been only 6,776 dwell-
ing units, of which 4,374 were public housing.

I believe that Newark is typical of the average large city in America.
In fact, considering its location, with its modern airport and excellent
seaport, its diversification of industry and commerce, its educational
and cultural centers and its proximity to New York City, should estab-
lish it as a superior community in which to work and live. Yet we
have not provided the dwelling units necessary to maintain the hous-
ing standards expected in a city such as ours. Our average family
income in Newark is $6,500, according to the last published figures,
and more and more families, desirous of remaining, are forced to
move into the suburbs to find suitable modern dwelling accommoda-
tions

The National Housing Act gives the FHA Commissioner the power
to increase the statutory mortgage insurance amounts by $1,000 per
room under section 220 "where he finds that cost levels so require."
I have been informed that he recently designated New York City as a
high-cost area, which will, of course, make section 220 a much more
workable vehicle there. I believe the Commissioner should also now
declare Newark and other cities in New Jersey as high-cost areas to
give us the required assistance to proceed with our slum-clearance
and urban-redevelopment plans.

I would also strongly urge that the National Housing Act be
further amended to authorize the FHA Commissioner to make high-
cost area designations and the resulting higher mortgage insurance
limits applicable to section 207.

While not a part of the housing legislation under discussion, I
would, nevertheless, like to recommend to you that added incentive
be given real-estate brokers, dealers, and builders through removal
of the existing inequities in the Internal Revenue Act, which prevent
them from availing themselves of capital-gains treatment on the sales
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of income producing real property. There is a precedent for such a
relief, since security dealers are permitted to report gains resulting
from sales of personal investments on a capital gains basis.

Thank you.
The ('HAIRMAN. Mr. Gill, I had many questions to ask you which

the staff typed up for me, and you answered every one of them before
you finished.

Mr. GILL. It looks like collusion.
The ('CiAIRMAN. It was your assumption there that it might still be

worth its mortgage in )o years.
MIr. GILL. In fact, it increases as the years go by.
May I at that point interject a thought which occurred to me when

I believe Mi. McMurray mentioned internal revenue, and I hope I
won't be presumptuous in saying this. I think Congressman Gamble
and Mr. McMurray both meant to say depreciation rather than
amortization.

M . (GAMILEI. Yes.
1Mr. GILL. I was glad that you did. I knew what you meant, or

thought I did, anyway, because that raises a very serious question
under internal revenue and tax deperciation, and that is that amorti-
zation which you said is considered as income for tax purposes, and
as that amortization increases it offsets the depreciation, and the first
thing you know they are im trouble.

Now, a lot of these rental housing jobs will soon be in difficulty
because of that circumstance.

The CH'AIRMA I know about some of those now.
Mr. GILL. I would add as a further comment, which might be taken

as a recommendation, not exactly a recommendation, but I suggest
that you increase the amortization to a 50-year term, for by the very
fact of the internal revenue a builder can refinance and get away
from FHA and avoid the tax pitfalls.

The CHAIRMAX. They are doing that in a great many instances
where they can get conventional money.

Mr. GILL. Even in that connection I daresay in the 608 program,
I say very humbly and respectfully, and hope we don't get into too
much of a discussion about background, but with regard to the 608
program-and I mention it only because the bulk of the production
in housing to date has been under it-if we did not have the rent
ceilings established by FHA so that they could get so-called market
rents, a tremendous number of those 608's would have been refinanced
by now and would be refinanced tomorrow, but they can't achieve the
economic rents by depresses in the valuation, the economic valuation,
to a point where the lender cannot see it conventionally.

I have intimate knowledge of a large number of cases that, could
they charge economic rents-and nobody would be hurt-could im-
mediately find a different value and get a conventional loan that would
at least equal the unpaid balance of the FHA loan.

The CHAIRMAN. What about the tenants who are in it? Under
the present setup, would they be able within the price range of what
you call the economic rent?

Mr. GILL. I think so. First of all, in the average 608 the rents
are not high. The incomes are. I would like to make this observa-

l;W2-55-pt 1--7
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tion: The great American public sets the rent market anyway. A
builder would soon find out if he were overcharging. I know of no
instances of overcharging a rent in our community.

The CHAIRMAN. Well, that may be true, but -where you have the
shortages, such as the $75 job we go back to, I don't see how the
public sets that. The shortage sets that.

Mr. GILL. I knew I would walk into that, and I don't fear it in
the least.

New York City is a metropolis that seems to be entirely by itself;
God bless it. I don't think there are any other communities exactly
like it, and I love it, but I don't think that New York City is a proper
criterion for the rest of the country.

Let me make this observation: Under the FHA formula of increas-
ing all of the other things that go into it, the rent increases have been
allowed because the manual so provides. The great American public
wouldn't buy them at that figure, and 20- and 30-percent vacancies
immediately resulted, and I think our market is in such a condition
that you cannot gouge on rents in Jersey.

The CHAIRMAN. Of course, I don't want to go into that at long
length, except to say when I see that chart there of only 6,000
housing gains in 10 years I don't see where you people have much
play.

Mr. GILL. They move to the suburbs.
The CHAIRMAN. I missed your point.
Mr. GILL. It changed the political complexion of our suburbs, I

might add.
Mr. ADDONIZIO. Much to my advantage.
Mr. GILL. Well, the political analysts seem to feel that is changing

the suburbs, and I guess you are aware of that.
Mr. McDoNOUGH. What about your county building, do you have a

county building department that summarizes these?
Mr. GILL. I don't happen to have those, because I was going to use

Newark as the example, and I think Newark perhaps is typical of
Trenton, or Camden, which is south Jersey; Paterson, Passaic, real
cities as opposed to suburban communities, which are essentially
single-family communities.

Newark has no future with any thing other than apartment dwell-
ings. That is my considered opinion. Land costs are high, obviously,
and there is absolutely no room for expansion.

The plain fact of the matter is, as your chart will show, thus far in
8 months of 1955, with a much improved National Housing Act,
where until recently they could have gone in with practically peanuts
as a downpayment, you only had 20 single-family houses built.

Mr. McDoNOUGn. In Newark?
Mr. GILL. In Newark, and twenty-six 2-family houses. This is the

total production of houses I give you, and your total production in
1955, including 67 which were multifamily, is only 67 units. We had
182 demolished.

I think these figures speak much more eloquently than I could.
The record is clear. This high-cost area designation is one thing
that would help us. I think you can't hold that back. If the record
and investigation show that we need some aid in addition to the
ordinary provisions of the Housing Act, and the aid is within reach,
I don't see why it should be held back.
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If we prove by the record that we need it now, the only way that
a man is going to come in with the plans and the expensive specifica-
tions and things you heard Mr. Axelrod and others talk about, he is
not going to invest that money with the vague hope that maybe some-
day when he is ready to commit suicide over his expenses without
production, the great white father will say, "We will give you a high-
cost area designation." He knows now it is a high-cost area.

Mr. McDoNouGH. There is no urban-redevelopment program.
Mr. GILL. We have beautiful ones planned.
Mr. McDONOUGH. But none you have commitments on.
Mr. GILL. They are almost ready for that stage, and I fear very

greatly, unless the high-cost area designation which is supposedly
available, isn't made known to be available-and that is the impor-
tant part, not after bids are sought, but before, the United States
Government will get less of a write-down too if the land proves to be
more salable than without it. I don't know. There is a lot of talk.
;Rumor would have it that every builder and his brother-in-law is
going to come in and bid on that land in Newark, but when he gets into
the economics and finds out costs are just as high in Newark as New
York; in fact some people say they are higher-construction costs-
if that be true, the economics will militate against the program.
Builders aren't fools at all. I think you know that.

The CHAIRMAN. We know that.
Mr. GAMBLE. I am glad you approve of that high-cost area amend-

ment in the bill, because that was my amendment.
Mr. GILL. Congratulations, sir.
Mr. McDoNouuH. He wants it applied, administered, however, as

far as Newark is concerned.
Mr. GAMBLE. It can be.
Mr. GILL. I think it should be done sooner rather than later.
Mr. McDoNoUGH. These are land costs you are talking about?
Mr. GILL. No; the high-cost area declaration on the part of the

Commissioner enables him to lift by $1,000 a room your statutory
maximum.

Mr. McDoNOUGH. This includes the labor cost and material cost.
Mr. GILL. Well, costs, period.
Incidentally, we don't have the leasehold gimmick in Jersey that

you people have had so prolifically used in New York. I believe
there are only two instances of a leasehold in New Jersey, and they
were where the land was actually the finest available for the purpose,
but absolutely not for sale. It was owned by a charitable foundation,
and they wanted it for income. I happened to have had one of them,
and I know whereof I speak.

But by and large, land in New Jersey is available in abundance at
a price, in sufficient abundance to provide housing but at a price, and
the price is relatively high in proportion of the limits here.

Mr. GAMBLE. That high-cost was for cities and metropolitan areas.
It applies in Westchester where I live, and you are in the metro-
politan area.

Mr. GILL. Has it been declared in Westchester?
Mr. GAMBLE. I think.
Mr. McDONOUGH. Cal't you prove it by your materials and wage

rate costs?
Mr. GILL. It can be determined readily.
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Mr GAMBLE. If it is for metropolitan areas, Newark would be
entitled to it the same as any other city.

Mr. GILL. If the Commissioner wishes to declare it, but he has not
done it.

May I say one more thing in connection with these figures before
we leave them, Mr. Chairman.

The CHAIRMAN. Yes.
Mr. GILL. This total of 8,000 units built in the 10-year period, there

were a few luxury jobs in there too.
Mr. ADDONIZIo Before Mr. Gill leaves, I would just like to record

to show that I think he has made a very fine statement. I think he
has given us some good recommendations, and I seriously hope that
the committee will take them under consideration.

The CHAI N. Well, I will second that motion. It is a very good
statement, Mr. Gill, and the recommendations you make concerning
changes in the law, I assure you this committee will seriously study,
and of course we will do all of the urging we can to assist you with
the other matter, but that is an administrative matter.

Thank you for taking your time to come to testify, and we wish
we had time to question at length, but we have other witnesses.

Thank you very much.
The next witness, gentlemen, and the last witness for today, is Mr.

Mitchell Siegel. He is going to discuss rental housing under FHA's
207 program.

STATEMENT OF MITCHELL SIEGEL, ATTORNEY, BROOKLYN, N. Y.

Mr. SIEGEL. Which Mr. Gill very adequately almost disposed of in
addition to Mr. McMurray. At any rate, gentlemen, I am confining
myself to the act itself and 1 or 2 sections under the act which we
believe act as deterrents to builders going into the 207 program, which
we refer to as the middle-income program, so to speak.

Mr. ADDONIZIo. Will Mr. Siegel identify himself for the record?
The CHAIRMIAN. Yes; I was about to do that.
Mr. Siegel?
Mr. SIEGEL. I am an attorney at law.
The CHAIRMAN. Where do you live
Mr. SIEGEL. 2601 Glenwood Road, Brooklyn.
The CHAIRMAN. Aren't you in the home-building business?
Mr. SIEGEL. NO, sir; I am an attorney representing people in this

business, and I have had considerable to do with this 207 program,
both in Washington and New York. As a matter of fact, I think we
signed off one of the first ones in the country under the new section
201. That happened about 3 or 4 months ago.

In passing, I may say we went through the same trials and tribula-
tions Mr. Axelrod went through, and we feel as he does, that having
served as a pilot program, we have ironed out the major obstacles. We
expect to see things happening very quickly in this program. That is
why I am con fronting myself to the act.

I may also say in passing that I think you gentlemen better than
anybody else know that when you have a changeover, you have to
expect some delay.

We had a lot of high officials coming into the program; everybody
was reacquainted with the problem; the new statute had to be inter-
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preted; it took a long time until this thing solidified and Washington
understood our problem. We think we have arrived at that problem
because I know one of the biggest obstacles has been overcome in the
past week, and that is the financial program.

We were faced at on time of having put everything in as paid in
stock. No sane builder is going to put on a million-dollar project
$200,000 in capital stock fixed so he can't get it out.

I am happy to say the first step has been overcome in that. They
have realized the problem and we are making progress. Therefore I
am confining myself to the act.

We think the two major obstacles to the builder going into the 207
program are, one, the present mortgage limitation.

Now, under section 207, the 1954 act and the 1955 act are the same
as the 1953 act. We have a maximum of $5,700 a room.

For elevator type of construction we now have $2,400 d room or
$7,500 maximum.

Contrast that with section 220. 220 has $2,250 for a room against
$8,100 for an apartment, as against our $7,200.

And where it is elevator construction, it is $2,700 as opposed to
$2,400, and $8,400 as opposed to $7,500.

Now, the same thing applies in a lesser scale to the 213. In no case
is the disparity less than $300 per room on elevator-type construction,
and we may as well restrict ourselves to elevator-type construction
here in New York.

The CHAIRMAN. That is the limtation in the act you are talking
about?

Mr. SIEGEL. Ill the a(.
Now, in addition to that, Conress saw fit in its justice to declare

in high-cost areas an additional $1,000 a room under 220.
Now, I think factually, and you gentlemen can determine that,

we are up against a ceiling now. Even in calculating 207's not under
replacement cost, which you are allowed to do under 213 and 220
today, but under estimated value which generally is much lower.

Now, ,we believe firmly that if a realistic approach were taken to
220 and the same high-cost provision were inserted in the act as far
as the 207's are concerned, this program could work insofar as cost,
bearing in mind-

The CHAIRMAN. Is there any reason that you know of why it
shouldn't be the same in 207 as in 220 ?

Mr. SIEGEL. Mr. Chairman, inquiry in Washington simply revealed
that nobody came down there to talk for 207. I think that was in
the nature of the general confusion at the time that resulted from this
208 situation. The average builder was interested in one thing: If we
had any program, to go ahead with, he was going to do it under a con-
ventional program. The mortgage market was all right, and I think
as a matter of practice in New York in the last 2 years any good
builder who contemplated a 207. bought land which could be either
conventional or 207. He was competing with conventional buildings
all of the way through.

Now, there is no question that I believe in this area the type of con-
struction under 220, 213, and all of the provisions are the same. We
try to give better than average room size because the builder realizes
he is in a competitive market. Your average builder today is an in-
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vesting builder. I think 207, as I said before, was simply disregarded
because nobody went down there and nobody was interested in it.

As a matter of fact, one of the questions we asked the officials in
Washington about 207 was, "Do you really want this program to
work 2 Tell us. If you want it to work, we will try it. If you don't
want it to work, we will withdraw from the field. We can build con-
ventional." And the answer has been "absolutely," ever since we
have asked that question; they want the program to work.

Now, I think the fact that we have had some of these regulations
changed,- a great many are in the process of being changed, they
know the problem. I think it can work, but we need supplemental
action on the part of Congress.

No. 1 would be this mortgage limitation.
Now, the second big factor that acts as a deterrent-
The CHAIRMAN. Put into the record your recommendation as to

the amount of the increase.
Mr. SIEGEL. We recommend that the section 907 program have the

same limitation as section 220, to wit, in elevator-type construction,
$2,700 a room or a maximum of $8,400 per room, if less than four
rooms average, or $8,400 per unit, I should say, and that the $1,000
per room extra be allowed for 207 for higher cost.

You are adequately protected by the certification. Congress forgot
in providing for certification it closed this loophole.

The CHAIRMAN. You say you think Congress forgot they did that?
Mr. SIEGEL. Yes. I think they went too far in trying to prevent

bailouts; I think they may have gone too far.
The CHAIRMAN. Do you think the replacement cost is the plug that

stops 207 ?
Mr. SIEGEL. Not at this point because we are up against the top

now. Replacement costs wouldn't help us.
Mr. GAMBLE. If you wanted 207, why didn't you come down and

say so ?
Mr. SIEGEL. I am only a lawyer, not a builder. I tried to explain

that a lot of the builders wanted to have nothing to do with the pro-
gram at that time.

Mr. GAMBLE. But the Banking and Currency Committee wants to
get facts.

Mr. SIEGEL. I will say that I did submit to some of the members
of the Banking and Currency Committee a lot of the details on these
things.

Mr. GAMBLE. You submitted it to the wrong body.
Mr. SIEGEL. I may have been wrong at that time. I shan't be from

this time on.
The CHAIRMAN. Go ahead, Mr. Siegel.
Mr. SIEGEL. With respect to certification-well, let me get back

again to this question of the limitation. There is no question we
are in a high-land area, and I want to take issue with this so-called
gimmick of leaseholds in this area.

In a high-cost area like this, you must realize in taking the maxi-
mum mortgage amount, our land is taken into consideration. We
don't have 25 cents a square foot and 50 cents a square-foot land here
in New York.

We are up against pretty high prices. The outlying areas are
pretty far gone. We must get within subway distance. We must be
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near schools, near churches, near shopping. The FHA must find
the site economically suitable. So we are up against a real problem,
and the only solution up to this point and the only solution may be
to allow the leasehold. It will give the builder an opportunity to put
more in his building. A leasehold is no gimmick in New York, it
is a necessity, if the mortgage ceiling limits are not high enough.
If we get the thousand dollars extra for high-cost area, we may be
able to carry on without leasehold. As the act presently stands, a
leasehold is impracticable, because the land must be taken into con-
sideration in the 80 percent.

Now section 207 does not have replacement costs. It has the esti-
mated value costs. That should be changed in the new act, as well,
because we will need the estimated costs if you give us a new higher
limitation. It serves no purpose today because, as I say, commitments
will come out practically at the maximum mortgage allowance any-
how, so whether they use actual cost, replacement value, or any other
criteria, it doesn't make too much difference today.

The CHAIRMAN. Now you get me confused. Do you say 207 operate
on estimated cost or replacement value?

Mr. SIEGEL. 207 is estimated value. 220 is replacement cost.
Mr. GAMBLE. Well, we are looking at 220 and 221, I suppose.
Mr. SIEGEL. 220 and 213.
Mr. GAMBLE. Did they change it on 213?
Mr. SIEGEL. Yes; 213 has the relacement costs.
The CHAIRMAN. But not 207.
Mr. SIEGEL. That is right. Now with respect to the cost certifica-

tion, when cost certification first came out, the average reaction of the
builder was: Am I going to go through that thing again? Of course,
he read and saw what was going on and he felt rather than get in-
volved with the Government and something that may take place 4
or 5 years from now, either some congressional body or some other
investigator, there is no sense my getting involved in it.

The theory or thought is that if replacement cost had some type of
cutoff date as to liability-I think we must all agree that there must
be some sort of a certification-but the way it works today, your cer-
tification must be filed when you get your prefinal payment, which is
about 30 days before you finally get your final payment on the mort-
gage. At that time we feel the cost certification affidavit should be
gone over thoroughly. Any complaints or any changes that should be
made should be made then, but between that time and when the builder
finalizes his job, some determination should be made so the builder
knows he is finished and done.

He feels unless that is done, he feels that he has a Damocles' sword
over his head.

The CHAIRMAN. Well, that is true as to renegotiation too.
Mr. SIEGEL. But you put a limitation on that.
The CHAIRMAN. But it was a long time.
Mr. SIEGEL. I don't think it was more than 2 years, though.
The CHAIRMAN. Would 2 years be fair here ?
Mr. SIEGEL. I can't say. Two years is a long time, but some fair

cutoff date should be placed.
The second part of the cost certification program that is objection-

able is this: Under cost certification, bear in mind we have an 80 per-
cent program. Theoretically we must put in 20 percent, less our
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builder's fee and our expenses. Now, if I compete, or if a good builder
competes with an incompetent builder, as was pointed out here before,
the mortgage is reduced. There is no incentive to the good builder to
reduce that mortgage. He might just as well put it right back into
the building and have something that will last hian longer and get a
better rental in better times or if he faces bad times be sure he has a
good competitive building. Then we face another incipient danger:
We don't know-will the rentals he reduced on that basis

In other words, if our 714 percent return is supposed to be meas-
ured on the value of the building or cost of the building, if I built it
at a lesser figure, you may reduce my rentals. I don't know whether
that is going to be interpreted that way or not, sir, but it very well
may be. Now my notes also refer back to the old Wherry Act. In
the old Wherry Act, we had the situation where just the over and
above proceeds were applied in reduction of the mortgage. That put
the builder in the position where theoretically he could, if he were a
competent builder, build out but never have any money to pocket, but
whatever the savings were, reduced the mortgage alone.

The CHAIRMAN. That was the 1953 act.
Mr. SIEGEL. That was the Wherry 1953 A yt, yes, or as Mr. Mc-

Murray pointed out, I think even the old State act gave the builder a
percentage of the savings, or you might consider an additional build-
er's fee, but there should be some incentive in this building on cost
certification.

I think those are the two major problems in the act, as it stands
today.

The CHAIRMAN. You think if 207 then was brushed up and some
of these bugs taken out, that a program could really move forward
under 207?

Mr. SIEGEL. Mr. Chairman, I think we do better with 207 in New
York City than you can do with a 220 program. You have seen a lot
of these things on the East Side and on the West Side. You can't do
the whole job under 220. It is too great, too large, but you can get a
builder to go in and build a 10-story job in the east 70's or west 70's.
The trouble is there, while the buildings are unsound and the rentals
are very low-I don't mean the places you saw-no electricity, no hot
water in some of these cases, railroad flats, the land is very high.

Now I think the average good competent builder here in New York
could do a terrific job in removing these slum or near-slum, or about-
to-be-slum areas, if you gave him the incentive under the additional
program, allowed him to use the leasehold where practical, and let
the local offices decide, they will know that, and still retain some ele-
ment of fair cost certification so that you prevent the evils.

The CHAIRMAN. Well, you are a very convincing talker, Mr. Siegel.
What you should do next year, when the Banking and Currency Com-
mittee starts its hearing on housing, along about March, is not sit up
here in New York, but come down and see what can be done.

I appreciate your suggestions very much.
Any questions ?
Mr. ASHLEY. No questions.
The CHAIRMAN. Any questions?
All right, thank you very much for appearing.
The committee stands adjourned until 10 o'clock tomorrow

morning.
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(Whereupon, at 4:30 p. m., the committee adjourned to 10 a. m.,
Thursday, October 6, 1955.)

(The following statement was submitted to the subcommittee:)
Memorandum of the Development Builders of New York Inc., to the Subcommittee

on Housing of the Banking and Currency Committee of the House of Repre-
sentatives.

Subject: Current problems of privately financed redevelopment of slum clearance
and urban renewal areas.

The Development Builders of New York, Inc., is a membership corporation
composed of private building organizations undertaking the privately financed
redevelopment of slum-clearance areas under the New York City slum-clearance
program directed by Commissioner Robert Moses

The members of our corporation are owners and redevelopers of five of the
slum clearance sites acquired by the city of New York, with financial assistance
from the Federal Government under title I of the Housing Act of 1949, as
amended. These five projects are North Harlem, Harlem, West Park, and New
York University-Bellevue in Manhattan, and the housing portion of the Pratt
Institute in Brooklyn.

Our members purchased these sites from the city of New York at public auction,
pursuant to contracts with the city (which were also approved by the Housing
and Home Finance Agency) requiring the construction of over 9,000 new dwell-
ing units in firepi oof elevator apartment buildings, in addition to recreation areas,
ample off-street parking, and supporting commercial facilities. The completion
of this construction program, in addition to providing a large volume of urgently
needed middle-income rental housing in central locations, would involve a total
new investment of over $100 million entirely in private funds These projects
will pay full real-estate taxes and will return to the city more than three times
the taxes collected from the previous slum properties.

The North Harlem, Harlem, and West Park sites were purchased from the
city in the summer of 1952; and the Pratt Institute and New York University-
Bellevue sites were purchased in 1954. Through their relocation and demolition
operations, our members as agroup have presently available over $1 million
square feet of vacant land ready for the start of construction.

In view of your subcommittee's intensive study of problems in slum clearance
and urban renewal, we would like to submit our views on these matters, on the
basis of our experience in this pioneering and challenging field and our opinions
as to the conditions necessary for the widespread private enterprise participation
needed for the success of the program.

Accordingly, this memorandum is addressed primarily to five prerequisites
for effective privately financed redevelopment of slum-clearance areas:

(1) Workable FHA mortgage insurance commitments under section 220 of the
National Housing Act.

(2) Adequate recognition in FHA section 220 regulations of the profit motive
in privately financed redevelopment projects.

(3) Revision in FHA controls over section 220 corporations which will recog-
nize the realities of private real-estate investment while maintaining necessary
FHA supervision.

(4) Debt service terms under section 220 which will permit minimum rents
commensurate with cost of construction.

(5) Improvement in operating procedures to lessen the time consuming and
costly delays which have characterized the section 220 program to date

Workable FHA nioi tgage commitments under section 220

We are hopeful that the amendment to section 220 recently adopted by Con-
gress basing the mortgage on new multifamily rental projects on 90 percent
of the actual cost of such projects rather than on 90 percent of the FHA's valua-
tion will correct the basic problems which have typically prevented the securing
of workable mortgage commitments We are in full agreement with the views
expressed by the House Banking and Currency Committee in its report on the
housing amendments of 1955 that a mortgage representing 90 percent of actual
costs is essential for effective private enterprise participation in redevelopment
housing projects. Under the previous valuation approach to section 220, the
FHA had difficulty in arriving at valuations approximating their own estimates
of replacement costs. This presented a problem which would have generally
forestalled all privately financed rebuilding of sluin and blighted areas under
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the section 220 program. With the new amendment now in force, we believe
that one of the essential ingredients for large-scale private enterprise participa-
tion in urban renewal has been established.

Adequate recognition by FHA regulations of the profit motive in privately financed
redevelopment projects

In the private-housing industry as m all other segments of our private-enter-
prise economy, opportunities for the earning of reasonable profits must exist
if there is to be inducement for large-volume activity. This is particularly true
in such a new and relatively untested field as the redevelopment of slums and
blighted areas. In our opinion, the present policies of the FHA with regard to
builder's profit on rental-housing projects are too restrictive to induce the large-
scale private-enterprise participation which is contemplated by the urban renewal
pi ogram.

When Congress established the cost-certification requirement for multifamily
projects in the Housing Act of 1954, it specifically recognized a reasonable allow-
ance for builder's profit as part of the actual cost of the project in cases where
the mortgagor is also the builder or has an identity of interest with the builder.
In these cases of builder-sponsored projects, which clearly are the principal
resource for activity under the section 220 program, the statute also authorized
the capitalization of this allowance for builder's profit as part of the required
equity in the project. In interpreting the provision for a reasonable allowance
for builder's profit, the report of the Senate Banking and Currency Committee
on the Housing Act of 1954 stated: "As a guide to the Commissioner in estab-
lishing this allowance, your committee wishes to express the view that this
amount should not exceed 10 percent of the other costs of the job."

However, the FHA's regulations have interpreted this provision for builder's
profit strictly in terms of a builder's fee customarily paid on construction con-
tracts secured by general contractors on a competitive basis. In our opinion,
this confuses the role of the general contractor bidding on a construction contract
based on prepared plans and specifications and involving no further financial
participation or risk with the role of the builder-sponsor of a rental-housing
development who assumes the responsibilities and risks of planning and initiat-
ing the project and who enters into the undertaking in anticipation of an equity
interest in the completed project rather than the earning of a cash fee Fur-
thermore, the FHA regulations limit the builder's fee to a percentage of the con-
struction cost, exclusive of the cost of land, architect's fees, and carrying charges
which are equally elements of the actual costs of a project.

In addition, the FHA's initial regulations had the effect of limiting the
"builder's fee" on large projects to 5 percent of construction costs. After allow-
ance for the cost of land and other out-of-pocket expenses, this would mean
a builder's profit of only about 3 percent on the total costs of the job. We
submit that this would be far below the margin of profit customarily earned in
the construction industry and in other durable goods industries

The net effect of these regulations is, first, to restrict seriously the profit
motivation for private enterprise participation in the urban renewal program
and, second, to increase substantially the requirements for cash equity invest-
ment in section 220 projects. In the case of large projects, capitalization of
builder's profit on this basis would provide less than one-third of the required
equity in a section 220 project, with the result that cash investors would have
to be found for more than two-thirds of the equity.

If the section 220 program is to be workable on a large scale, we believe
there must be realistic recognition of the difficulties and limitations involved
in attracting substantial cash equity investment into these projects, junior to
a high percentage mortgage debt. These result from the fact that the owners
of such equity investments must accept a ceiling on their earnings through
FHA-controlled rents-if the project is successful-but that their entire in-
vestment may be wiped out if rental income declined as little as 15 percentfrom anticipated levels, resulting in the foreclosure of the mortgage and the
transfer of the property to FHA.

We recommend to your subcommittee that an allowance for builder's profit of
10 percent of other costs be recognized on section 220 projects. Since such
an allowance would cover the bulk of the equity requirements, it would offer
an incentive to responsible builders to develop an equity position in the opera-
tion of these projects through investment of a reasonable profit allowance.
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RetiIOs In FHA controls o er section 220 corporations
In our opinion, the controls exercised by FHA over the financial manage-

ment of rental housing corporations through its required articles of incorpora-
tion are unduly restrictive and discouraging to private enterprise participation
in the section 220 program

We are fully in accord with the principle that the FHA should have adequate
authority over the rent levels, methods of operation, and proper maintenance
of rental housing projects financed by FHA-insured mortgages. On the other
hand, if a corporation has conformed with these regulations to the satisfaction of
FHA and has met all of its fixed charges and required reserves for replacements,
it would appear entirely consistent with the private enterprise nature of the
undertaking that its remaining earnings should be at the disposal of the owners
of the corporation, without further restriction by FHA. However, this is not
the case under FHA's required articles of incorporation for rental housing
projects.

The present restrictions on the use of project earnings are particularly oner-
ous with respect to the retirement of cash investment Under its present arti-
cles of incorporation, the FHA permits the retirement out of project earnings
only of the cash funds advanced to provide working capital or to cover the differ-
ence between construction costs and the proceeds of insured mortgage. Equity
cash investment represented in the cost of land cannot be retired under the
present regulations as long as the insured mortgage is in force.

This provision is particularly onerous and restrictive in high land cost areas
such as New York City, which has been officially declared by FHA to be a high-
cost area under the special mortgage provision for such areas authorized by Con-
gress in section 220. Because of the high land values in New York City and the
low land coverage required by the official redevelopment plans, land costs in our
projects will substantially exceed 10 percent of total project development costs.

The present FHA policy, by freezing cash equity investments in land for the
life of the FHA insured mortgage, has the effect of penalizing fee ownership of
land by redevelopment corporations as against financing the required land in.
vestment through a leasehold. While we believe that the use of leaseholds may
be advantageous to the program under certain circumstances, we also believe
that redevelopment corporations should have freedom of choice in such matters,
based on the economics and facts of each case, rather than be faced by an arbi-
trary distinction between the liquidity of cash equity investments for construc-
tion and working capital, and cash equity investments for purchase of land.

Debt service terms under section 220
In the interests of achieving the minimum rent levels for section 220 projects

commensurate with the cost of fireproof construction and a reasonable return on
investment, we recommend that the FHA agree to 40-year level annuity mort-
gages for rental housing projects under section 220. This is the type of mortgage
which has been accepted by FHA for a number of years on section 213 coopera-
tive housing projects and results in substantially lower initial debt service, with
a consequent reduction in the rent levels required to support a project.

The use of the 40-year level annuity mortgage would result in a 16 percent re-
duction in the initial annual debt service on which project rent ceilings must be
based. In the case of a project financed with mortgages averaging $10,000 per
apartment, the reduction in debt service from the FHA's standard formula for
rental housing projects would be $116 per year per apartment or approximately
$10 per apartment per month.

We believe that the accomplishment of this substantial reduction in required
rent levels would be of substantial benefit to the urban renewal program. From
our contacts with mortgage lending institutions, we find that these institutions
are fully prepared to make section 220 mortgages on a 40-year level annuity basis
if the FHA will agree.

Improvement in FHA procedures under section 220

We believe it is self-evident that ways and means must be found to expedite
the issuance of mortgage commitments under section 220 if the program is to be
an effective vehicle for private building in urban renewal areas.

In the case of our members, the initial applications for four projects were
filed with the FHA in mid-November 1954, shortly after the issuance of the sec-
tion 220 regulations. As of this date, with the exception of the North Harlem
project on which a commitment was issued today, we are still awaiting the issu-
ance of FHA mortgage commitments on our projects.
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In making this statement, we do not mean to be critical of FHA personnel,
and we recognize the difficulties involved in launching a new program as well
as the uncertainties created among FHA personnel by last year's investigations.
Nevertheless, we are confident that through the studies and recommendations of
your subcommittee as well as through the efforts of FHA, and with the coopera-
tion of the private sponsors, ways and means can be found to eliminate the time-
consuming and costly delays which have been encountered under section 220 thus
far. Furthermore, in the case of our members, during the long period in which
we have been awaiting PHA mortgage commitments, there have been increases
in construction cost levels which will necessarily increase the ultimate cost of
our projects and will require higher rents than if we had been able to expedite
the start of construction at more favorable price levels.

We are submitting these suggestions in the hope that they will be helpful to
your subcommittee in its efforts to find solutions for the current problems of the
urban renewal program. We are firmly convinced that the rebuilding of slums
and blighted areas is one of the vital tasks confronting our Nation and one which
should benefit from the full support and participation by private enterprise.
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THURSDAY, OCTOBER 6, 1955

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING OF THE

BANKING AND CURRENCY COMMITTEE,
Xew York City, S. Y.

The subcommittee met at 10 a. m., Hon. Albert Rains, chairman,
presiding.

Present: Chairman Rains and Messr-. Addonizio, Barrett. O'Hara,
Ashley, Gamble, McDonough, and Widnall.

The CHAIRMAN . The committee will be in order.
We have five witnesses scheduled for today, and I know that mem-

bers of the committee will cooperate with the chairman today so we
can get through on schedule. We lad a long and rough day yesterday.

The first witness isn't here now. We expect him any minute. Is
Mr. Scillv here?

We will have to start along, Mr. Scully. Come around.
Gentlemen of the committee, this is Mr. John J. Scully, vice presi-

dent of the Chase Manhattan Bank, and he is going to talk to us about
a subject which I assume is quite technical, mortgage warehousing.

So, Mr. Scully, you can proceed in any way that you desire.
Mr. ScuraL. Very well, gentlemen.

STATEMENT OF JOHN J. SCULLY, VICE PRESIDENT, THE CHASE
MANHATTAN BANK

Mr. SCULLY. Gentlemen, it is my understanding that one of the
purposes of the hearings now being conducted by the Subcommittee on
Housing of the Committee on Banking and Currency of the House of
Representatives, is to accumulate as much information as possible from
many different sources on the methods, functions, purposes, objectives,
and terms of collateral loans made against the security of mortgages
on individual residential properties. The many different types of
such loans have, through common usage and custom in the trade, been
generally classified and referred to as warehousing loans.

I believe at this time it would be an excellent idea to adopt a more
descriptive terminology for these loans, and I suggest that from here
on out we refer to them as mortgage inventory loans. The basis of
this suggestion is because it is common practice in banking circles to
refer to loans as inventory loans, those which are made against bond
and other security issues which are being underwritten and prepared
for orderly distribution to the public and to financial investment insti-
tutions who will become the permanent investors in such securities to
carry this inventory for different periods of time for the originators

101
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and underwriters on margin, all of which are referred to as inventory
loans. Mortgage inventory loans serve exactly the same purpose in
connection with origination, sale, and distribution of mortgage invest-
ments to the permanent investor.

There are several different types of such mortgage inventory loans.
The original type was probably what has been called committed lines.
They arose out of a situation where a financial institution has given a
mortgage originator a definite commitment to purchase at a future
date a determined dollar amount of mortgages. There are many fac-
tors and conditions which have to be met in the interval before the
transaction under the commitment is completed. It is necessary for the
mortgage originator in the first instance to close the mortgage loan
and have the credit of the owner of the property approved by the per-
manent investor. The documents securing the loan, such as the mort-
gage or deed of trust, have to be recorded. There will be a period of
time elapse between the actual delivery of that document to the record-
ing office and the time that it is returned by it to the mortgage
originator.

The title policy or counsel's opinion as to the validity of the title
also required a lapse of some time before that is ready to put in the
package. The VA guaranty or the FHA insurance usually requires
longer intervals of time before that has been completed and returned
to the mortgage originator. The fire insurance policies and many
other documents also require some time to be put in final form. All
these many necessary elements have to be completed and a package
made up containing all these documents in final form to be shipped
with several others to the permanent investor. This all may take,
depending upon the activity in the particular area, from a month to
5 or 6 months to complete. The documents are then forwarded to
the investor, examined by their counsel, and if found in order pay-
ment for the mortgage is then made under the original commitment.

I think it is common knowledge to anyone in the mortgage busi-
ness that a great many of the mortgage originating companies do not
have funds that they can tie up for several months in carrying these
mortgages until the package is ready for delivery to and purchase by
the ultimate investor; therefore, the original committed mortgage in-
ventory loan was devised under which the mortgage originator pledged
to a commercial bank the documents securing a particular loan against
which it had a commitment to purchase at a future date-

The CHAIRMAN. Now, what are those documents you refer to?
Mr. SCULLY. The mortgage, the title policy, the bond which has to

be enforced by VA, the FHA insurance certificate, fire insurance.
They all have to be sent out.

The CHAIRMAN. From the standpoint of the bank, what security
or what collateral do you have that the mortgage package will ever
be delivered ?

Mr. SCULLY. First of all, we have faith and rely upon the mortgage
originator. We investigate him primarily in the first instance. He
delivers to us in this temporary period a certified copy of the mort-
gage which is being recorded. He sends these other documents, like
the original bond, to the VA for endorsement against a trust receipt
so that at all times through the assistance of a local bank in that area
we have complete control of the documents, although they are not
actually in the possession of the bank.
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The CHAIRMAx. This is commercial funds and commercial banks
that are being tied up, commercial bank funds tied up, deposits of
the people?

Mr. SCULLY. Yes.
The CHAIRMAN. How does the FDIC, for instance, and the national-

bank examiners, look upon this type of operation? Do they look with
favor upon it, and approve it?

Mr. SCULLY. It has never been criticized, to my knowledge, at all.
I take it by that that they have approved it.

The CHAIRMAN. But this operation, you say, does not jeopardize
the depositors' funds? Is the record of payment good?

Mr. SCULLY. Excellent.
The CHAIRMAN. No losses of any appreciable amount?
Mr. SctULr. None at all.
Mr. McD orruGH. Now, the original mortgage of a transaction of

this sort is usually for quite a large sum, isn't it? It isn't the average
individual home-purchasing mortgage, is it ?

Mr. SCULLY. Pardon me, that is what I am speaking of particularly,
the individual home mortgage. I thought that was the purpose of
the hearing.

Mr. McDoNOvGH. The individual home mortgage?
Mr. SCULLY. That is right, maybe from $8,000 to $15,000.
Mr. McDONOUGH. And the security for that paper insofar as you,

as a banker, are concerned, is the FHA insurance on it?
Mr. SCULLY. FHA or GI guaranty.
Mr. MCDONOUGH. In other words, those are the two elements that

assure you that this paper is good?
Mr. SCULLY. No; there are many other elements, too, but they are

two of the principal ones.
Mr. McDoNoUGH. Plus the integrity of the individual to whom the

mortgage was first issued?
Mr. SCULLY. Yes; and his ability to repay, which is also checked.
Mr. McDoNOUoH. Now, you handle these in large quantities here?
Mr. SCULLY. That is right.
Mr. McDONOUGH. For instance, in your case how large a quantity ?
Mr. SCUtLL. Well, over a period of approximately 10 years, I would

say that the volume has exceeded a billion and a half dollars.
Mr. McDoNooGH. That is for your institution alone?
Mr. SCULLY. That is right.
The CHAIRMAN. Now, these mortgages that you are talking about

are mortgages that insurance companies and other sponsors of buying
projects with which they build homes in the remote areas of America,
not necessarily in the metropolitan area; is that correct?

Mr. SCULLY. These transactions are handled all over the United
States, Puerto Rico.

The CHAIRMAN. A clampdown on warehousing, then, would have

adverse effect on home building throughout the country ?
Mr. SCULLY. In my opinion, it would very definitely slow it up.
The CHAIRMAN. HOW long has warehousing been a practice of

banks?
Mr. SCULLY. This committed line which I have just referred to is

about 10 years old, and further on I point out that as an outgrowth

of the experience the commercial banks have had in the committing
line, they started to do the noncommitted financing, which I will cover.
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The CHAIRMAN. Are you ready to discuss that now
Mr. SCULLY. Do you want the statement, and then we can discuss it?
The CHAIRMAN. Yes; go ahead with the statement.
Mr. GAMBLE. Well, you don't take title finally until you ask for it,

that is so you can control the situation ?
Mr. SC-LLY. These are loans.
Mr. GAMBLE But on the warehouse situation of it you don't do any-

thing about it until you ask for it?
The CHAIRMAN. You never take title to the property, yourself, do

you?
Mr. ScuLLY. The property, no. It is only the mortgage, the lien

on the property.
The CHA.IRMra A. All right.
Mr GAMBLE. But the final transaction is in your hands. You make

that final transaction when you ask for it: isn't that correct ?
Mr. SCULLY. I am not quite clear as to what you have m mind.
Let me put it tlis wL.Y - We make a loan against a particular mort-

gage. That mortgage is assigned to the bank Those documents are
not necessarily the assignment recorded at that time. So that we
have possession of the documents through our local correspondent
bank, and we have an assignment that can be recorded at any time.

Mrl. MCDoxouGH. However, you don't take title to the mortgage?
You merely hold it in security for the loan you have advanced against
it, and the individual who holds the property cannot sell in the mean-
time. He cannot sell that property unless you approve ?

Mr. SC.LLr. That is right, he can pay the loan off and dispose of
the mortgage in any way that he pleases.

The CHAIRMAN All right, go ahead.
Mr. SCULLY. I think it is common knowledge to anyone in the mort-

gage business that a great many of the mortgage originating com-
panies do not have funds that they can tie up for several months in
carrying these mortgages until the package is ready for delivery to
and purchase by the ultimate investor; therefore, the original com-
mitted mortgage inventory loan N as devised under which the mort-
gage originator pledged to a commercial bank, the documents securing
a particular loan against which it had a commitment to purchase at a
future date, and the commercial bank carried that loan until dehvery
and payment was made. Loans of this particular type ale usually
made in an amount which is based upon the commitment of the perma-
nent investor. In other words, if the commitment is at par, the loan
will he made at par or with a slight margin. If the commitment is
less than par, the loan in turn will be made at that figure or again
with a slight margin.

In my many years of experience in this type of financing, I think it
would be very interesting for the committee to know that we have
never had a default by a committing purchaser. In brief, the pur-
pose of this type of mortgage inventory loan is to facilitate the even
flow of mortgage, into the portfolio of the committing investor and
to provide mortgage originating companies with a revolving fund so
that they in turn locally can provide builders with the funds to plan,
construct, and produce housing.

Out of our favorable experience in this type of committed mortgage
inventory loans, there was developed another type of financing which,
in my opinion, has been tlhe contributing factor to sustaining the build-
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ing industry, the creation of mortgage investments in an orderly and
marketable fashion in this country, and making it possible at a time
when everyone conceded that there was a housing shortgage, to create
housing and make it possible for qualified American citizens to become
homeowners. This type of transaction was commonly referred to as
noncommitted warehousing. It differs from the method of financing
described above in these respects.

There is no commitment for the purchase of the particular mort-
gage loan at the time the commercial bank accepts it as collateral for
its loan; however, the amount loaned against such a mortgage is deter-
mined by the lending bank in its best judgment, having in mind a
demand for investment, the mortgage market, and other factors, at
the time the line is set up. Over a period of approximately 5 years we
have loaned against mortgages of tlns type in amounts varying from
90 percent of the principal amount of the mortgage up to 971/ per-
cent, and we have set up transaction fees or commitments fees ranging
from three-quarters of 1 percent to 11/ percent.

Again, briefly, the method of operation is somewhat as follows:
A builder approaches a mortgage originator and submits to him an
overall plan of construction for a group of houses and arranges with
the originator the financing of the project. This will involve several
intermediate steps. First of all, the construction financing in such a
case is usually arranged locally with a bank or other lender in that
area. In order to induce that bank to loan construction funds, in
practically every case that particular bank wants to know and be
satisfied that when the job is done their construction loan will be
paid off, and the source of such payment.

Inasmuch as all this planning takes place, necessarily so, months
in advance of the actual completion and sale of the house, and possibly
at a time when the permanent investors in the field are temporarily
out of the mortgage market for one reason or another, a facility of
this kind is an absolute essential to the continuous orderly economic
operation of creating homes.

As I have pointed out before, the amount which is loaned in this
type of transaction is determined by the bank, but one of the other
conditions in the overall line of credit is that the house that is to be
built is of a type which there would normally be a demand for in
the area, and that the purchaser of that property, to whom the mort-
gage loan will be granted. can qualify creditwise and show his ability
to carry the charges on the mortgage, as well as any other indebtedness
he may have incurred.

I would like to also point out to the committee that it is my
opinion that most of the commercial banks which have engaged in
this type of financing have not accepted every application for a line
of credit that was made to them, but rather they determined first in
their own opinion whether there was a demand for housing in the
area and an economic possibility that that demand would continue
for a reasonable period of time. In other words, any bank making
loans in this category has to realize that inasmuch as there is no
commitment for the purchase of the mortgage in existence, they may
become the permanent investor.

As a guide, and purely as information for the committee, in the
years which we have been making this type of financing available.

68692-55-pt 1----
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our experience has been that we have acquired less than one-half of
1 percent of the total commitments we have issued--

Mr. McDoNurni. In other words, you have become the permanent
investor of less than one-half of 1 percent ?

Mr. SCULLY. That is right.
Mr. ASHLEY. For what period of time was that?
Mr. SCULLY. We are now talking about uncommitted loans, and

that has been active for about 5 years.
Mr. MoDoNoUGH. You are satisfied with that?
Mr. ScUIy. Yes.
Mr. McDoNouGH. In other words, you are satisfied to become the

permanent investor in those cases?
Mr. ScULLT. Right.
Mr. McDoionGH. Do you believe the fact that you became the

permanent investor in those cases was a result of a lack of demand
for that type of property in that particular area, or as a result of de-
fault on the part of the mortgagee, or what

Mr. SCULLY. Neither was. It was a circumstance, a change in the
economic condition of the country. Most of these loans which we
have as a result of this warehousing operation are the old 4 percent
guaranty loans. The interest rate was changed to 41/2 percent. We
acquired the 4 percent loans.

Mr. McDoNouGH. I see.
The CHAIRMAN. Let me ask one question there. As a commercial

bank with even a 1 percent investment in the project, wouldn't that
mortgage run over a period of time greater than 20 years?

Mr. SCULLY. It can run up to 30 years.
The CHAIRMAN. What authority does a bank have prior to the

enactment m the past Congress for the authority-I am talking of
a national bank now-for 20-year investments? Under what authority
do you get in

Mr. SCULLY. At the time the Federal Housing Act was passed, the
National Banking Act and most of the State banking acts were
amended to make FHA-isured mortgages eligible for investment by
commercial banks, either State or national.

The CHAIRMAN. Specifically set up for that?
Mr. SCULLY. Yes. The same thing happened when the GI loans

were created.
The CHAIRMAN. All right.
Mr. McDONOUGH. Before you proceed, what about this last amend-

ment to the Banking Act that the Congress passed, now permitting
20-year loans on real estate for commercial banks

Mr. SCULLY. That is for national banks.
Mr. McDoNouGH. Yes.
Mr. SCULLY. I think that is perfectly all right. While I don't

suppose it is the subject of your inquiry here, I think that you will
find that while national banks were limited to 10-year maturities, it
was a rare occasion when that mortgage matured at the end of the
10 years that it wasn't extended, the balance of it, for some further
period, which was perfectly within the rules and regulations that
prescribed.

I might say at this point that I disagree with the fact that a 30-year
term on a private house mortgage is too long a period.
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Mr McDNoUGH. You think it is not long enough?
Mr. SCULLY. Well, I don't think it is too long because it would be

a matter of careful investigation and disclosing the facts, and I think
that you will find that there are many private houses in the country
that have been mortgaged for 50 and 60 years. The terms were
written for shorter periods, but they were renewed and extended.

This type of financing has assisted and been responsible for the
steady flow of permanent mortgage investment funds into the mort-
gage and home-building market and has contributed in making and
maintaining a steady progress of home building from the planning
stage to the sale of the house and the placement of the mortgage in
the hands of a permanent investor.

Of recent vintage there has developed a third type of mortgage in-
ventory loan and in this type of loan a permanent investor has de-
termined that in a future period, usually 2 years, they will have a
definite amount of dollars to invest in mortgages, arising out of their
normal amortization payments on their present portfolio during that
period. He in turn issues forward commitments to his correspondents
which enables the correspondent to maintain the volume of invest-
ment required without interruption, breakdown and cutoffs which
in turn enables the building industry to fulfill the housing needs
in the areas in which there is a demand for housing.

The CItAIRMAN. Now, you are talking about the committed loans?
Mr. SCULLY. It is another type of committed loans.
Mr. GAMBLE. This is the third type?
Mr. SCULLY. This is the third type.
The CHAIRMAN. All right.
Mr. ScaLLY. This type of financing differs from the others men-

tioned in that there is a definite commitment for the mortgage, the
documents are examined in advance, the credit of the purchaser is
approved and they are delivered to the permanent investor at which
time that investor advises the commercial bank that a good delivery
has been made. The commercial bank loans the originator against
those mortgages and in turn gives the permanent investor the right
at any time before the expiration of the commitment date, to pick
up those mortgages from the commercial bank and in doing so
balances its portfolio at all times.

The facts and statements set forth above should clearly indicate the
commercial bank's role in the mortgage and home-building industry
in this country in providing short-term construction and mortgage-
inventory loans. It has filled a very definite need and purpose in that
it lha: enabled the planning, construction, continuous employment of
labor, creation of products that go into a house, sale and financing of
homes throughout the country without the seasonal or economic stops
and starts which have always existed prior to this time, the net result
of which I feel has enabled the building industry to properly plan and
take advantage of all the economies resulting from such planning and
to deliver to homeowners a better quality house at a cost which is cer-
tainly below what could have been accomplished under any other
method of building heretofore attempted.

The CHAIRMAN. Mr. Scully, according to the press, before we came
here, the Federal Reserve bank, through some of its spokesmen, made,
I judge, a verbal statement, with reference to warehousing. There
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was no order of any type issued by the Federal Reserve with reference
to it; was there?

Mr. SCULLY. As far as I know, there wasn't. I, frankly, don't know
any more about that so-called request or restriction than anyone else
who has read about it in the magazines and papers. It seems to be
very vaguely put that the Federal Reserve has requested or indicated,
at least the New York Federal Reserve, I understand, that they didn't
look with favor upon commercial banks borrowing short-term credits.
to carry long-term loans. That is about the most that I can make out
of it.

The CHAIRMA-N. Well, what do you think that the view which was
expressed-I don't know whether it was expressed as official view or,
rather, as the views of some of the members of the Federal Reserve,
that commercial banks should stop issuing new warehousing commit-
ments or expanding the present lines of credit.

Do you think that position at this time is ill advised or not?
Mr. ScuLLY. I think it is a position which should be clarified, very

much so. In my particular situation we had necessarily shut down
our activities 5 or 6 weeks before the Federal Reserve rumor came
out.

Mr. GAMBLE. When you say "necessarily," what do you mean?
Mr. SCULLY. We reached the volume of mortgage credits that we

felt we could properly and judiciously carry until we had some runoffs.
Mr. (G.AMBLE. It had nothing to do with restrictions or anything like

that?
Mr S.CULLY. No. We had shut down before any word had come

from the Federal Reserve.
The CHAIRMAN. To what extent is the mortgage warehousing

regarded as inflationary?
Mr. SCULLr. Well, that is an awfully hard question. I have thought

of it a lot myself, but I don't know the answer to that any more than
why any other type of financing, consumers credit, automobile, why
creating housing is more inflationary than any other type of financing
that we are doing today in this country.

The CHAIRMAN. Mortgage inventory, such as you have described
here, is it any more inflationary than the actual mortgage credit lend-
ing of the, we will say, the big insurance companies?

Mr. SCULLY. I cannot see that it is. We can finance a new office
building in New York, Chlcago, San Francisco, you are building
real estate. You are building it for another purpose, occupancy by
tenants, apartment house. If one phase of it was inflationary, I should
think it all would be.

The CH URMAN. As you describe these three different types of mort-
gage inventory or mortgage warehousing, it strikes me that that loan
has a close kinship to a construction loan; is that correct?

Mr. SC-iLLr. Well, the construction loan is the first step in creat-
ing the house. There is a period between the completion of the con-
struction of that house and the sale of it where the security is taken
from the purchaser of the house has to find its permanent home. Now,.
that is not something, as I pointed out, that can be accomplished over-
night in the normal mortgage market when there is demand from
investors of all types for mortgage investments. The mere mechanics
of getting a completed mortgage package together to ship to the
insurance company or savings bank, depending upon the volume of
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business that is being done in that particular area, will take any-
where from a month to 6 or 7 months. The permanent investor does
not want a mortgage coming in today and 2 mortgages tomorrow,
and 3 more the next day. He wants his mortgage purchases shipped
to him, and as we call it in a package. He wants a half a million, a
million dollars.

Mr. GA3MBLE. Who wants that, did you say!
Mr. SCULLY. That is the permanent investor.
The CHAIRIMAN. Mr. Addonizio.
Mr. ADDONIZIO. I think the committee would be interested in know-

ing what you may think about the rate of construction that both the
building industry and the financial institutions can adequately sup-
port. Would you care to comment along those lines?

Mr. SCULLY. Conceding that we continue the present economic pace
in this country without any great variation of it, I would think there
would not be any trouble in supporting, say, a million starts a year.

The (HAIRMAN. You mean year after year?
Mr. SCULLY. Yes.
The CHAIRMAN. Well, is there any demand? Is the demand still

there?
Mr. SCULLY. That is the big question. In certain parts of the

country I am firmly convinced there isn't the demand for new houses.
Other areas have not caught up to the demand, but there, again, I
feel very confident that the permanent investors, the local institution
that is making the construction loan, and anyone who is furnishing
the intermediate credit, are perfectly capable of judging and deter-
mining whether or not they want to do more financing in any given
area.

Mr. McDoxOUGH. Well, isn't the deterring factor governed by the
fact that the individual does not want to build houses he cannot sell?
He doesn't want them to stand around?

Mr. SCULLY. That certainly should be so.
Mr. McDoNOUGH. So he builds according to the demand, and if

the demand is there he is going to continue to build. And as far
as assembling these mortgages is concerned, they are assembled from
every part of the Nation. They come to you from every State in the
Nation; don't they?

Mr. SCULLY. Yes, sir.
Mr. MCI)OuOUGH. I understand from what you have said, the origi-

nal mortgage on an individual house-we will say it is a $10,000
mortgage, multiplied by several thousand in this package, is turned
over about 3 times by this procedure that you are talking about, isn't
it? It is put back into circulation.

Mr. SCULL. That is right; it can be.
Mr. McDoLouGin. So that you make $1 perform the services of at

least $5 before the thing is completed, because he takes these mort-
gages and then he loans against that security?

Mr. ScuLLY. Well, you have in the first instance the local bank
making the construction loan. That usually is not the full extent
of the mortgage which the purchaser of the property will borrow
against it. It is of a lesser percentage. Then you have that purchase
mortgage created when the house is sold. That goes to another com-
mercial bank, and it is carried during an interval while everything
is completed, and the third step is to the permanent investor, so you
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have the local bank's funds in and out, you have the commercial bank's
funds in and out, and you have the permanent investor ultimately.

The CHAIRMAN. What percentage of FHA and GI loans would you
say are involved in warehousing arrangements, if you have the in-
formation ?

Mr. SCULLY. Well, I don't have a definite figure on that, but my
guess would be that GI's and FHA would probably be 60 percent of
the volume.

The CHAIRMAN. You can see how it puts its finger on the important
angle.

Mr. McDoNOUGH. Yes.
The CHAIRMAN. Any questions, beginning over there, Mr. O'Hara?
Mr. O'HARA. Yes; I am thinking back to the late twenties when we

had a construction boom and much building, and then the bottom
dropped out, and we had many, many bank failures. Now, suppose
the bottom should drop out of this because of reduced wages, people
could not make their payments. Would you be left in the position
of holding the bag?

Mr. ScuLLY. We would be left in the position of holding mortgages
on individual homes which in turn are insured either by the FHA or
guaranteed by the Veterans' Administration. First of all, the home-
owner has got to default before there is any trouble at all, conceding
that there is that possibility under the situation as you outline it.
We then look to the FHA to pay the loan off or the Vetarans' Ad-
ministration, in turn, if it is a VA loan. That is the difference. The
other very, very substantial difference in this type of financing as
against what we were doing back in the twenties is that the mortgage
on the house is paid off monthly. The carrying charges of the house,
consequently, are much less back in the twenties where the homeowner
had a first mortgage at 6 percent, had a second mortgage at 12 per-
cent, or some other fantastic amount, and the least drop in his income
put him right behind the eight ball.

Mr. O'HARA. He wasn't paying any principal, he was just pay-
ing interest, and renewing it every 3 years?

Mr. McDoNOUGH. That is right, and paying premiums upon re-
newal.

Mr. O'HARA. Now, I have in mind what is going on in my city
of Chicago. They are going out into the suburbs, committing them-
selves for $15,000 to $18,000 homes. They are depending on automo-
biles to carry them to and from their work. They are also committed
for television and other appliances. They are honest people, but if
we do have a recession after this period of inflation these honest peo-
ple are not going to be able to meet their obligations and you will have
a bad situation.

Mr. SCULLY. There isn't any question about it.
Mr. O'HARA. When that happens are you putting yourself in the

position of holding an unduly large portion of the burden?
Mr. SCULLY. I don't think so. In the first place, you mention that

the consumer has an automobile. He travels in the car to his work.
He has other monthly charges for consumer credit, we will say, but
that is all taken into consideration before the mortgage is made
originally. If that man is overloaded with debt, he doesn't get the
mortgage on the house.



INVESTIGATION OF HOUSING, 1955 111

MI. McDoNouGn. His mortgage isn't in this portfolio he is talking
about.

Mr O'HARA. I appreciate that, but it all has a bearing upon the
ability to pay.

Mr. McDoNouGH. Oh, yes.
Mr. SCULLY. Very definitely. That is one of the things.
Mr. O'HARA. I can remember so clearly banker optimism in the late

twenties, and I remember then we were hearing the talk that we will
never have any distress because we had expanding economy. That is
exactly what we hear now. And we had a great building construction
boom at that period, and I recall so well how bank after bank in my
own city of Chicago went to the wall largely because they were loaded
up with real-estate loans and investments.

Mr. SCULLY. Well, real-estate loans and investments, regardless
of that fact, have proven to be a very good investment because the
banks that could stay with it and ride it out have usually made a
profit on the real-estate investment.

Mr. O'HARA. Well, yes, I can go pretty far with you on that. Much
of the construction in the twenties was done by the banks on what they
called gold real-estate bonds. Then when the distress came and the
properties went into bankruptcy, the surviving banks formed their
own reorganization committees. These reorganization committees
ended up with the big skyscrapers and hotels and apartment build-
ings in the bag. The bondholders who put the money up ended
either in the poorhouse or the grave.

Mr. SCULLY. All I can say on that, sir, is that the method of bank-
ing in Chicago was different from what it was in New York.

Mr. GAMBLE. And the result was worse in Chicago than it was in
New York.

Mr. SCULLY. Well, this didn't happen in New York.
The CHAIRMAN. Well, one comment more or question: The truth

is that what Mr. O'Hara is saying is something that we all want to
avert, banks, Congressmen, and all of us.

Mr. SCuLLY. Absolutely.
The CHAIRMAN. But there have been safeguards, and I am not try-

ing to put in any plug for the Congress, over the years, with reference
to loans, that cuts out that second mortgage, that cut out the extremely
high rate of interest, and the careful approach now made by legisla-
tion as well as by financing that in a measure has helped to pull some
of the dangers that uprooted us in the twenties.

Don't you really believe that?
Mr. SCULLY. I certainly do, and I also want to emphasize again that

I think that the mortgage investors today are approaching the problem
of a mortgage investment entirely different than it has been ap-
proached in the past. We have been accused at times of being awfully
tough and turning down mortgage applications because it was so
evident on the credit statement of the fellow that wanted to buy the
house that he was in trouble the minute he bought it. We and many
other investors will not touch that type of mortgage financing even
though it is guaranteed.

Mr. GAMBLE. And you are more careful these days that he doesn't
overbuy himself?
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Mr. Sc'ULLY. We want to know his entire obligations, not only the
house, but everything else. Then we measure that against his income,
his stability, and his future prospects.

Mr. GAMBLE. Yes; but you don't want him to buy in an upper
bracket that you know he cannot fulfill?

Mr. SCULLY. Absolutely not.
Mr. GAMBLE. And that wasn't done in the old days?
Mr. SCULLY. Oh, no; you weren't concerned with what a person was

buying then. Anything he wanted to buy, buy.
The (CHAIRMxN. Any other questions, gentlemen!
Mr. BARRETT. Mr. Chairman.
The (HAIRMAN. Mr. Barrett.
Mr. BARRETT. Will you embellish your suggested reasons as to the

change from warehouse mortgage to your inventory loan mortgages?
Mr. ScuLLY. Well, I just feel that warehousing has become a term

which has been pretty generally adopted and used in the industry,
but it is not to my mind explicit as to what is actually being done
here. I think that the word "inventory" would cover it better. We
have a mortgage originator, his stock in trade are his mortgages.
That is his inventory. That is what he is originating. That is what
he is selling.

Mr. BARRETT. Do you think they have been negligent on inventory
because they don't emphasize the word?

Mr. SCULLY. No; there is no negligence, just my own idea that per-
haps warehousing has got to be a nasty word.

Mr. McDONOUH. It sounds as if it is a mortgage on a warehouse.
Mr. ScULLY. You are putting mortgages in a warehouse.
Mr. McDoNouGH. That is right.
The CHAIRMAN. Any other questions, gentlemen?
Mr. WIDX.ALL. Mr. Scully, have you experienced any differences in

pay back as between a 21, 25, or 30-year mortgage?
Mr. SCULLY. You mean as to defaults?
Mr. WVIDNALL. Yes.
Mr. SCULLY. None whatsoever. I don't know of any figures that

would point that up. I have never heard of any.
Mr. McDoNouH. Incidentally, this mortgage inventory financing

doesn't have anything to do with slum clearance projects, does it?
Mr. SCULLY. No, it doesn't.
Mr. MCDONOUGH. It IS all on new construction only ?
Mr. SCULLY. No, not necessarily. You may have an older house

being financed in the same manner.
Mr. McDoNoUGIi. I see.
Mr. SCULLY. But there, again, it is the question of the location of

the house, the condition of the house, the livability.
Mr. McDoNOUGH. Well, now, on a big subdivision, where the sub-

divider is going to build several thousand houses, and he is going to
build a shopping center in the center of that, that is all included in
such a mortgage P

Mr. SCULLY. The shopping center is entirely separate and apart.
Mr. GAMBLE. That is commercial and you distinguish very clearly.
Mr. SCULLY. Yes; I assumed that our discussion would be confined

to home financing.
In the urban developments where you have shopping centers created,

they are separate and apart and financed through a direct commercial
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loan, and again you will find the commercial bank probably making
the construction loan against the takeout of a permanent investor to
take the loan when the building is completed.

The Caii~AI.In . You wouldn't go for an extension in the time for
payment above 35 to 40 years, would you?

Mr. Sui LY. I think 30 years is a very reasonable and safe period,
and I would like to point out to you that while it probably is not
serious at this point, the cutting of the term from 30 to 25 years is
going to bar certain people from buying houses which otherwise could
be qualified. That adds anywhere from $5 to ,; a month to the pay-
ment on the mortgage, and you will find a great many cases where
that is enough to disqualify the parties.

The CHAIRMAN. It also increases the downpayment, doesn't it?
Mr. SCULLY. The downpayment I don't think is serious. I don't

think it makes a bit of difference. It is the shortening of the term,
the monthly charge that will disqualify a certain number of people
who would otherwise be qualified to buy houses.

Mr. McDoNoUGH. Now, this inventory mortgage financing doesn't
apply to multiple housing, either ?

Mr. SCULLY. No, to apartments, no. On the other hand, the com-
mercial banks have made loans to finance the construction of them.

The CHAIRMAN. That is a different deal?
Mr. S(CULLY. That is altogether different from what we are talking

about.
The CHAIHMIAN. Any other questions, gentlemen?
Mr. BARRETT. One more question, Mr. Scully.
Will you give us your definition of warehouse mortgaging or inven-

tory loan mortgages?
The CHAIRMAN. He gave that while going through his paper.
Mr. BARRETT. I would like to get that.
Mr. SCULLY. It is a facility which has grown up and come into

existence for the purpose of carrying a mortgage loan-
Mr. BARRETT. Incidentally, may I add this: The press wants to get

this definition.
Mr. SCULLY. Well, it is in the statement. If they want to take it

out of that they can. But it is a facility for carrying the mortgage
loan while all of he documents are being assembled, put together, and
ready to ship to the permanent investor. The mortgage originators
throughout the country are not in a position to tie up funds for 6 or 7
months to carry their own inventory the same as bond dealers and
security dealers. It is the facility that works out the even flow of
mortgage financing from the origination to the permanent investor.

Mr. BARRETT. May I use Chase National for an example?
Mr. SCULLY. Chase Manhattan, sir.
Mr. BARRETT. Chase Manhattan.
Suppose, for example, the original investor wanted to invest in

Chase Manhattan and you could not carry the loan, and you would

parcel it out to other banks. What effect would that have on servic-
ing the loan ?

2
Mr. SCULLY. The loan is serviced by the originator in the area in

which the loan is located. It isn't serviced by the bank itself.
Mr. GAMBLE. The originating bank, you mean?
Mr. SCULLY. The originating bank or the mortgage correspondent,

the mortgage temporarily or finally the permanent investor.
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est, insurance, condition of the property, to the bank that either has

the mortgage temporarily or finally the permanent investor.
The CHAIRMAN. Mr. Scully, thank you very much. You have

made a very good witness and talked about a subject that I confess

I didn't know too much about, and I feel like I know at least more

about it than I did.
Thank you for coming. We appreciate your appearing.
Mr. ScuLLY. Thank you very much.
The CHAIRMAN. We are going to try to run on schedule today, if

we may.
The next witness is Mr. Thomas P. Coogan, president of the Hous-

ing Securities, Inc.
Come around, Mr. Coogan. How are you, Mr. Coogan ? Nice to

see you again.
Mr. COOGAN. Good morning, gentlemen.
The CHAIRMAN. Do you have a prepared statement, Mr. Coogan?
Mr. COOGAN. I have a prepared statement. If I may, I would like

to follow it through.
Mr. GAMBLE. It is not the first one you have prepared for Banking

and Currency, either.
The CHAIRMAN. We have seen him many times. We will be glad

to let you go through with your statement, and then the members can
ask questions.

STATEMENT OF THOMAS P. COOGAN, PRESIDENT, HOUSING
SECURITIES, INC.

Mr. COOGAN. Mr. Chairman, at the outset I would like to express
my appreciation to you and your committee for asking me to express
my views on various facets of the subject with which you are con-
cerned. I consider it an honor to be called before this committee,
and I very much hope I may have something constructive to bring
to this all-important study you are conducting. I would also, Mr.
Chairman, like to congratulate the House Committee on Banking
and Currency for their wisdom in making this study of legislative
needs with respect to our great housing industry. I am fully aware
of your long background and interest in these matters, and I am sure
that, in the present instance, the investigation will be made with a view
toward establishing positive recommendations to assist this most im-
portant area in our economic and social structure. I must add that
I do not feel the housing industry has always been treated in this
manner.

I have been requested to speak on two subjects, the warehousing
situation as it now exists in the housing industry, and also on the
operation of FNMA and what could be done to improve its opera-
tions. Before going into these two matters in detail, I would like
to give a slight summary of conditions as of today, which I think are
important as a background.

After 10 years of rising production, improved housing, improved
facilities, the housing industry stands at a crossroads in its progress.
In a remarkably short time the industry has overcome material short-
ages, has trained skilled craftsmen, has developed mass production
techniques, designed progressively better housing and completely
cured the postwar housing emergency of this country. Since 1950
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housing has been devoted to upgrading families already housed and
producing better, more modern living accommodations for the Amer-
ican people.

In a great part this was due to the very successful financing devices
developed in Congress, namely, the FHA and VA and the Home Loan
Bank System. We are now facing a period where our production has
reached unusually high proportions chiefly because of the easy money
policy assisted by the 1-for-1 program and other devices of 1954.

Before any control was attempted, it was apparent to those of us close
to the national picture that there would be a slowdown later in 1955,
due to the inability to sell this huge volume of houses. Sales have
been slowing steadily since the early spring, and now many projects
are being cut back. Before this natural curtailment was evident, the
active restraint policy of the Federal Reserve Board began to further
impede housing production. Then followed a series of events which
created the absolute cutoff of mortgage warehousing. These included
a series of questionnaires to banks on their mortgage activities, the
credit curbs imposed by FHA and VA, and, finally, the Home Loan
Bank's curtailment of credit to the savings and loan institutions.
These actions will seriously retard housing production in 1956, which
is now in the planning and development stage, but will have no effect
on the housing production of 1955.

Practically every builder and developer is operating on financial
commitments issued in late 1954 or early 1955, and not subject to cur-
rent controls. It is my belief that the culminative effective of the
credit actions, coupled with the dwindling demands, will create a
serious drop in housing starts for 1956. The industry will feel the
effects in the next few months as their plans for next year must now
be deferred until the financial climate changes.

Those of us having long and close interest in housing have always
been disturbed by the failure to realize on the part of the Government
this 6 to 9 months' lag between action and result that exists in the
housing industry. It is important that you, Mr. Chairman, under-
stand that this same lag will be evident when it is necessary to modify
the credit terms.

At this time I wish to point out that actually we are on the horns
of a dilemma as we are faced with overbuilding and at the same time
with a serious housing shortage. Under the present methods of oper-
ation of all our existing financing devices, production is concentrated
in or close to the large metropolitan areas, and for certain types of
residences. Rural communities, the outlying areas in some States,
and the minority racial groups in this country, have not yet been able
to avail themselves of the governmental financing aids. Low-rent
housing and cooperatives so essential to well-rounded economy have
been brought to a complete stop. The urban redevelopment program,
the elimination of slums, and all the very well-intentioned plans such
as Action will be completely impotent until financing the low-rent
housing problem has been solved.

The solution for these three problems, and many others, lies in a
well organized central mortgage bank acting in close cooperation
with FlHA, VA, and Treasury. It has always been a source of wonder
to me that a Government that takes such pains to see that its Treasury
bonds are in accord with monetary policy and always carefully issued
in such a way as to have an assured market, permits the billions of



116 INVESTIGATION OF HOUSING, 1955

dollars of guaranteed insured mortgage instruments of almost equal
dignity to be the marketed helter-skelter on the financial system.
FNMA, as now constituted, is not the central mortgage bank that
it should be. It is the cause of the mortgage market being lowered
by a point or more. It forces either the home buyer or the builder
to buy three points of stock, usually stock which he pays for but does
not receive. It is unable to provide advance commitments except
in its special function classification. It has not improved the liquidity
of insured and guaranteed mortgages as it does not provide a redis-
count facility. It maintains , fictitious price practice in its selling
methods.

FNMA should be reconstituted to be permanently controlled by
the Government, to be operated with a 6- or 12-man rotating advisory
board from various sections of the country. All approved mortgages
should be eligible to buy stock in the corporation as a prerequisite of
doing business, .and it should be authorized to issue notes or deben-
tures against its portfolio of mortgages.

Also the new FNMA should have the authority to rediscount mort-
gages for any of its stockholders, a rediscount facility on the basis of
full recourse. It should be in a position to issue available commit-
ments at a fee and its buying policy should be such that an even and
steady market for the insured and guaranteed mortgages could be
maintained at some moderate discount price which would permit
investment institutions the widest latitude in buying at or above
FNMA's prices.

The new FNMA should be completely coordinated with the Treas-
ury, FHA, and VA operating in close touch with the housing market
and provide that an even flow of money be maintained, to curb ex-
cesses and avoid slumps in housing production. Under this method
low rental housing would again be possible, rapid steps could be made
in clearing our slums and in urban redevelopment and the low income,
rural communities and minority groups, those all having been long
denied, would again be eligible for home ownership.

Past experience of FXMA has proven that FHA and VA loans,
while offering servicing problems in some areas, are still profitable
when handled by a large central agency. FNMA could receive its
funds from public sale of notes and debentures and have recourse
to the Treasury only in cases necessary to carry out administrative
policy or in cases of national emergency.

The other subject, Mr. Chairman, which you asked me to discuss,
was warehousing. Over the years we have gradually improved the
status of insured and guaranteed loans in the eyes of bankers. In
the last few years we have received a general appreciation of the
fact that these loans are good securities and prime collateral. I think
that is an important point, gentlemen.

As a result they have been accepted by the commercial banks of
the country as collateral for short-term loans. Unfortunately, when
used in this manner, the term "warehousing" has been applied, and
apparently many people, because of the use of this word, misunder-
stand that in all cases it is a simple financial transaction.

As a prolog, it is necessary to explain that in a housing develop-
ment or project no insured or guaranteed mortgage is actually avail-
able until the land has been bought, utilities and streets installed, the
house constructed, the building inspected by the FHA or VA, the
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buyer's credit reviewed by F-IA and VA, a final certificate of the
house and approval of the buyer issued by the agency. It is easy to
see that until the insured or guaranteed mortgage is actually in exist-
ence, large sums of money must be spent. In addition, in order to
secure a firm commitment to buy the mortgages, an investment insti-
tution must agree in writing to buy the loans on houses not yet built,
sold to buyers not yet found, for delivery in a period of 9 to 12 months
from date of commitment. As a result, many institutions, particu-
larly in times of money uncertainty, are unwilling to commit this far
in advance or do so only at extremely low prices.

To aid the industry, the banks, therefore, developed uncommitted
mortgage warehousing. Under this arrangement a commercial bank
agrees to issue a firm commitment to buy these loans at a margin
price that is generally well below the prevailing price. It further
agrees to take these mortgages and to hold them for varying periods
of months; that is, the mortgage actually remains the property of the
mortgagee until the end of the agreed-upon period, during which
time the houses can be completed and sold and the builder and mort-
gagee have time to sell their mortgages to best advantage and, in addi-
tion, to have a package of mortgages available for immediate delivery.

Mortgage investors normally are willing to pay a higher price for
immediate delivery loans as against forward commitments. As a
result, this type of warehousing makes it possible for builders and
mortgagees to smooth out their construction year. It is not neces-
sary to delay construction for a satisfactory mortgage market. It
makes it possible for them to seek a wider field for their mortgages and
avoid delays and stoppages during the year. All of this resulted in
considerable saving in construction cost. "The end result of these
savings was more houses for the money for the home-buying public.
Without uncommitted warehousing the builder is like the farmer who
has to sell his crop before he plants the grain.

The second type of warehousing is known as committed warehousing
and arises when a mortgagee does have a commitment from an invest-
ment institution with the specific delivery date at some time in the
future. Many mortgage companies do not have the capital neces-
sary to advance the money to the builder during construction, pay off
the mortgages on completion of the house, and carry the loans until
the delivery date. To fulfill this need the commercial banks of the
country have accepted these firm commitments for mortgages as
collateral and advanced the money during construction and to also
pay the builders on completion of the house, and permit accumulation
of the mortgages so that they may be delivered in one package on the
d; e date of the commitment. Surely this is , normal function of
commercial banks.

There is a third type of warehousing which we call the institutional
type, and usually involves an investment institution warehousing
loans that are received from the mortgage companies on their due date
and for which funds are not available, or even taking mortgages out
of their own portfolio and using them as collateral for a commercial
bank loan. It is traditional that banks will not borrow from one
another. Therefore, they enter generally into repurchase and sale
agreements in order to secure cash. This type of warehousing is
generally a protective device by investment institutions, particularly
necessary in the present monetary situation.
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The institution at the time it issues its commitment tries to set a
delivery date for the mortgages at a time in which they will need this
type of investment to take care of their funds. However, there are
times when sudden unexpected withdrawals or scheduled payoffs of
loans do not occur. Institutions have the obligation to accept loans
and therefore warehouse them in a commercial bank where they will
then pick them up as the funds are available. This serves a double
purpose because without warehousing the institutions are forced into
the sale of their long-term securities and Treasury bonds, usually at a
severe loss with a bad effect on the bond market and corresponding
depressing effect on the mortgage market.

I believe that these three types of warehousing properly used are a
normal function of commercial banking and vitally important to the
housing industry. Warehousing makes it possible for the builder
and mortgagee to have the same financing devices that are available
to the farmer for his crops; to manufacturers for his inventory, and
to distributors for their products. The present restrictive actions by
the Federal Reserve Board are just now beginning to be felt. Before
this situation becomes drastic, the Federal Reserve Board should
immediately and publicly recognize collateral loans on mortgages
heretofore known as warehousing, as a normal function of com-
mercial banking, and if in their wisdom they wish to exercise some
control we in the industry have no objection, but to precipitate a
crisis, a complete cutoff is something neither this industry nor any
industry can stand.

The large banks actively engaged in mortgage warehousing met
the situation during the two previous unsettled periods of 1951 and
1953 by increasing theif fees and margin requirements, effectively
curtailing an overuse of the warehousing. We believe that the banks
now engaged in this operation have adequate experience and knowl-
edge so as to adjust their policy to meet new situations.

Lastly, it is impossible to maintain and secure the proper level of
housing of all types unless a strong housing agency adequately staffed
with career personnel is maintained in the Government, an agency
at a high enough level to ward off unjustified attacks and political
pressure.

And, gentlemen, I am talking there about Cabinet level for a
housing agency.

I feel very strongly and very seriously about all these matters, and
hope that your inquiries into our problems will lead to a correction.

I will be happy to furnish any further information and answer
any questions.

The CHAIRMAN. I think I should announce before we start asking
Mr. Coogan questions, that I invited, as the chairman of this com-
mittee, Mr. Sproul of the Federal Reserve here in New York to
appear before the committee and present his views on the matter in
the light of the press statements that I have seen, and he wrote me a
letter which I am incorporating in the record at this point, saying
he did not see that he could contribute anything at this time.
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(The letter referred to above follows:)

FEDERAL RESERVE BANK OF NEW YORK,
yew York 45, N. Y., September 12, 195.

Hon ALBERT RAINS,
Chairman, Subcommittee on Housing of the

Committee on Banking and Currency,
House Office Building, Washington, D. '.

DEAR MR. RAINS: I am appreciative of your invitation to appear at a hearing
of the Subcommittee on Housing, of the Committee on Banking and Currency of
the House of Representatives, which is to be held in New York City on October 5
and 6, 1955. It would not be possible for me to appear at the time you suggest,
however, and I think that in any case you will undoubtedly be hearing from others
more competent than I am to discuss mortgage financing in general and the so-
called warehousing of mortgages in particular.

As a part of my duties I am, of course, interested in the state of the money
and capital markets, of which the mortgage market is a part, and in the relations
of these markets to the general health of the economy. My cautionary talks
with some of the commercial banks in this community, to which you refer, related
to possible abuses in the use of bank credit under the general caption of "ware-
housing mortgages," not to the appropriate and customary uses of bank credit
in financing the home building industry. In view of the state of our economy
then (and now), and the possibility that inflationary pressures might be develop-
ing, and in view of the existing and prospective demands for commercial bank
credit on the part of private business and the Federal Government, it seemed
to me that it was not the time for an extraordinary diversion of bank credit into
the mortgage market as a substitute for savings. Few things would be worse
for the householder, or for the building industry, than a misuse of bank credit
at this time, which could promote inflationary price movements and accentuate
probable cyclical swings in the economy in general and in the building industry
in particular.

So far as individual situations are concerned, the banks to which I talked
presumably know the difference between the customary and proper short term
uses of commercial bank credit in helping to finance the home building industry,
and the possible abuses of such financing which some of them had reported to.
me. These are decisions, however, which only the individual lender can make,
having knowledge of all the facts. I could not, if I would, try to tell the banks
what particular loans should or should not be made to finance the needs of the
building industry.

I hope that this letter will clear up whatever misapprehensions your committee-
or others may have had concerning my conversations with member banks on the
subject of mortgage financing. I am sorry that I cannot present myself at the-
hearings of the committee, but I doubt if there is anything that I could add which
would be germane to your inquiries. In case you have not seen it, however, I am
enclosing a copy of an article on the Demand for Housing which appeared in,
the Monthly Review for September of the Federal Reserve Bank of New York.

Yours faithfully,
ALLAN SPROUL, President.

Enclosure

The CHAIRMAN. Mr. Coogan, you really make one or two important
recommendations to us on this committee, and to the Congress. One
in which I am vitally interested has to do with the Federal National
Mortgage Association. What you are actually saying is that you
think the Federal National Mortgage Association should be given the
same status as the Home Loan Bank Board, Federal Reserve, and
that a lot of guaranteed mortgages which vitally affect the monetary
standing, are turned loose, to use your term, helter skelter across the
country.

Mr. COOAN. That is right.
The CHAIR AN. And you set out in detail your idea of what that

central mortgage board, market, or whatever you want to call it, how
it should be constituted.

Do you think that we could amend the law governing the present
Federal National Mortgage Association, weak as it is, to achieve what
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you have in mind and what you suggest here, or do you think it would
take a complete new setup

MIr. (COGAN. I believe it could be amended, Mr. Chairman; the
present institution already has the right to issue notes and debentures
and has done so. As constituted, it is to be turned over eventually
to private enterprise and requires purchase of stock with each sale of
loans to the institution which is an undue penalty on the home-buying
public and the industry.

The CHAIRMAN. Do you feel that Fannie May, as it is presently
constituted, and presently operating, supports the mortgage market,
or is it a drag on the mortgage market?

Mr. COOGAN. It has been a drag on the mortgage market.
The CHAIRMAN. In other words, Fannie May follows the market

instead of leading it.
Mr. ('oo As. Well, it let it down. When Fannie May announced

its buying prices many of the large investment institutions immedi-
ately cut their buying prices.

The CHAIRIMAN. Do you regard that as the proper function of the
Federal National Mortgage Association

Mr. (Coo0n . No; I do not. I think it is comparable to the Treas-
ury issuing Federal bonds and having the Federal Reserve announce
that they will buy them back at 98.

The CHAIRMAN. Now, one or two brief questions on warehouse
mortgaging.

You say that it is an essential element for the homebuilding in-
dutsry .

Mr C. C GA.That is right.
The CHAIRMAN. And, as you see it, the funds of the investors or

depositors in the commercial banks have adequate security for their
deposits and national banks are not making wild investments; is that
youl judgment

Mr. COOGAN. It is definitely. I think it is much better to be invest-
ing it in guaranteed and insured loans which is all they are operating
in than in almost any other commodity that might fluctuate wildly
in price or even deteriorate, while the product itself might deteriorate
badly while the loan is on the property.

The CHAIRMAN. What is your usual interest charge that the banks
make on the type of warehouse loan ?

Mr. COOGAN. Usually equal to or less than the going rate. The
4/2-percent loan until recently has carried a 4-percent rate on the
warehouse mortgage, so there is still a half percent there.

The CHAIRMAN. The simple truth is the builder who is constructing
the project, if lie couldn't get the money from the financing agency to
take care of the hiatus from the time he gets his first commitment until
it is sold, he would have to get the money somewhere else.

Mr. COOGAN. Absolutely.
The CHAIRMAN. Are there any other financial setups that could

make the type of loans that are done on this warehousing basis?
Mr. CooGAN. Well, yes, but not on the same basis. A builder with

a good rating could go to a bank and get a construction loan for a
lesser amount, but it is very rare that anything else is available to him.
I want to point out, Mr. Chairman, that frequently the large institu-
tions with the best intentions, and in spite of their best efforts, are
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operating heavily in an area and they become overcommitted in that
,rea. and as a result have to stop making loans in all areas, and a
builder that is normally dealing with institution A, in taking his loans,
because they have misjudged their ability to buy, they have to stop
buying in his area too, and he has recourse to warehousing or some
other device to tide him over, he has to lay off his construction crew,
let his men go, and shut his job down. He can't proceed with his
work without that firm takeout comlnitment from that institution
or another institution.

Warehousing permits him to immediately make arrangements and
then he has months to look around and make the best possible setup
for his loans.

The CAIRMAlN. We understand that. You know, of course, about
the Voluntary Home Mortgage Credit Association?

Mr. COUGAN. Yes, I do.
The CIIAIRMAN. We understand that at a recent meeting, that the

Voluntary Home Mortgage Credit Association passed a resolution
insisting Fannie May refer all offerings first to the Voluntary Home
Mortgage Association. Do you know whether that is true?

Mr. COOGAN. I understand they offered the resolution. I don't
think it was approved.

The CHAIRMAN. You don't think it was approved?
Mr. COOOAN. I am sure it wasn't. I don't have any firsthand knowl-

ed Ce CHAIRMAN. What would you think of that requirement for
Fannie May ?

Mr. COOGAN. I think it would be a very bad requirement for Fannie
May, it would be a very bad burden. The voluntary association is a
good idea. It is getting started, but it is asking individual institu-
tions to do collectively what they won't do individually.

Mr. GAMBLE. Wasn't it a wise thing to try out?
Mr. COOGAN. Yes; I think all things are wise to try out.
Mr. GAMBLE. I was very much interested in it and I think it will

work out.
Mr. ADDONIZIo. Mr. Coogan, in your statement you say the present

restrictive actions by the Federal Reserve Board are just now begin-
ning to be felt. I believe our last witness, Mr. Scully, said that he
didn't know of any restrictive actions excepting what he had read in
some magazines. I was wondering if you would care to elaborate as
to what these restrictions are and where you get your information.

Mr. CooGAN. I would be happy to. I am very happy that that
question has arisen, because the Federal Reserve Board, as in many
instances, did not put out a regulation. It simply goes around and
taps these bank presidents on the shoulder and tells them they want
them to stop, and they stop, and when you try to face them up with
the facts, they will say, "We never issued any such regulation."

At the top level they stopped them and they have stopped one other
bank that hadn't been active in warehousing, a New York bank, which
attempted to help some of its correspondent banks by moving in, feel-
ing they had no loans in this field and might safely enter it.

They said: "No, no, Federal won't stop us"; but Federal did stop
them.

Mr. GAMBLE. Through the back door they work it sometimes.
68692-55-t. 1-9



122 INVESTIGATION OF HOUSING, 1955

Mr. COOGAN. Yes, through the back door, through intuition or
something else. It works very effectively.

Mr. GAMBLE. I don't know about using the word "intuition."
Mr. COOGAN. No.
Mr. ADDoNIZIO. Of course, you feel very definitely this is going

to curtail our housing starts?
Mr. COOOAN. It is almost at a dangerous stage because the little

banks around the country that depend on the big New York banks
to carry a part of their burden-in most of these banks mortgage
debt runs into pretty big figures automatically, and a lot of small
banks depend on \r. Scully's and other banks in New York to parti-
cipate in their loan operations and give them the necessary credit.

These banks are now turning them down in New York so the local
bank is turning them down in the field. We will not see the full
effects until the present financing agreements expire, and they are
requested to extend them or renew them or issue new ones, and that
begins to have its cumulative effects.

Mr. GAMBLE. The small banks are just frozen, aren't they
Mr. COOGAN. Yes.
Mr. McDoNOUGH. However, the policy of the Federal Reserve in

this respect is merely a temporary situation. It is elastic. It can be
changed overnight, and it is a theory that we are overbuilding in some
places and underbuilding at other places.

Mr. COOGAN. Well, I have no objection, sir, to curtailment. I object
to housing being singled out for complete cutoff, while there are still
3 and 4 years to pay for automobiles and inventory loans are still
going along. Certainly, the banks are cutting them back, but instead
of just cutting us back and making it more difficult in warehousing,
they have cut us off completely.

Mr. GA.\MBLE. Isn't there a higher percentage of loans in the auto-
mobile industry than in housing?

Mr. ('OOGAN. Well, I don't have the exact figures.
Mr. GAMBLE. I have never seen any figures.
Mr. COOGAN. I believe housing figures run higher than automobile

financing, but I don't like to confuse them because one is consumer
credit and the other long-term debt, and one of the advantages of the
insured mortgage is on this 30-year mortgage in evaluating the debt
the person living in a house under our present modern and well-
thought-out financing problems-it is almost impossible for him to
move. There is no comparable or nearly comparable housing accom-
modations available at a lental as low as simply meeting his monthly
payments and staying where he is. The average homeowner takes
care of his own maintenance and minor repairs, yard maintenance,
and avoids the cost that the landlord has, and the 30-year credit isn't
available to the average landlord.

Mr. GAMBLE. You are talking about "fix it"?
Mr. COOGAN. The monthly payments to principal, interest, taxes,

and insurance, are less than any comparable rent, which is a great
safety factor. The cheapest thing for him to do is to stay put.

The CHAIRMAN. Any other questions?
Mr. ADDONIZIO. I have one other question.
The CHAIRMAN. Mr. Addonizio.
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Mr. ADDONIZIO. This so-called uncommitted line of warehousing:
If it remains unchecked, do you think it would have any undesirable
consequences in a period of peak demand for mortgage funds?

Mr. CooGAN. If warehousing were permitted to go unchecked ? No;
1 think the banks have always exercised a very strong control over
it. Each bank has its own limit that it sets. Each bank is very care-
iful. In my business we get out a market analysis for housing in
various cities and the banks have their own sources. They check with
their correspondent banks to see what the demand is in that city, and
We are frequently seeking that type of credit and banks turn us
down. They say we are making no more loans in such a city, or where
they will want a 5-point margin in one city, they will want an 8- or
10-point margin in another city.

That is, the effective natural curbs that we can live with have been
Un use for some time. I think the Federal Reserve figures on the
extent of warehousing showed that it isn't abnormal, that it is just
about what you would expect as a float between all of these construc-
tion operations, to getting the mortgage into the hands of the final
investor. Somebody has to carry them.

Mr. GAMBLE. Mr. Coogan, would you identify yourself for the
record and give us your address, your office, and so forth?

Mr. COOGAN. My name is Thomas P. Coogan-
Mr. GAMBLE. It will help us in future reference.
Mr. COOGAN. I am a past president of the National Association of

Home Builders. I am president of Housing Securities, Inc., at 250
Park Avenue, New York.

The CHAIRMAN. Are you actively engaged in the home-building
industry yourself ?

Mr. COOGAN. I was.
The CHAIRxAN. Mr. O'Hara.
Mr. GAMB.LE. Well, you have been active in the mortgage field for

many years, have you not?
Mr. COOGAN I have, Mr. Gamble; yes.
Mr. GAMBLE. Because we have seen you down in Washington at our

hearings.
Mr COOGAN. Many times.
Mi. GAMBLE. We would be glad to have you come back.
Mr. O'HARA. Mr. Coogan, I want to commend you on the brevity

and clarity of your statement. I think you have made one of the most
clarifying statements that I have listened to while a member of the
Banking and Currency Committee. I would appreciate a bit of am-
plifying. You said, I believe, that there are three types of ware-
housing if properly used. Is there an area where they are not being
properly used?

Mr. COOGAN. Not to my knowledge, but I think one of the things
that set this thing off was that the Federal Reserve was completely
unaware of warehousing and they found out about it when the pub-
licity was given to two big institutions of warehousing.

I think now that they know about it, if they take the data and keep
their finger on it, by that back-door control we have been talking, they
can keep it well in hand without cutting it off.

Mr. O'HARA. That is, you do appreciate that it might be misused?
Mr COOGAN. It is always possible to misuse everything.
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Mr O'HARA. I notice later on and from my past contact with you
that in some areas you have not favored controls.

Mr. COOGAN. That is right.
Mr. O'IIARA. Yet you do suggest here that we have no quarrel with

the industry if it desires to put some controls on the use of this
warehousing.

Mr. COOGAN. No; if you got that inference, it is wrong. If the
Federal Reserve Board thinks it is necessary for the economy of the
country to curb credit to some extent, we are willing to take our pro
rata share of that credit curl), but because we are an industry that has
a lot of curbs through the control of FHA and VA, and these mone-
tary curbs, housing is being controlled more than any other industry
simply because the devices for control already exist.

Mr. O'HARA. Well, you say, if in their wisdom, they wish to exercise
some control, we in the industry have no objection.

Mr. COOGAN. Over warehousing; yes.
Mr. O'HARA. Then you think it would be perfectly proper for the

Federal Reserve to blueprint it and to promulgate certain rules and
regulations that you are to follow.

Mr. COOGAN. That is right.
Mr. O'HARA. That is, warehousing might become an evil unless it

were controlled within reasonable levels?
Mr. COOGAN. Yes, sir.
Mr. O'HARA. Thank you.
Mi. GAMBLE. Why is it that the public generally never knew any-

thing about warehousing until the last couple of months? I don't
think they did.

Mr. COOGAN. Well, it received no publicity. It is probably a mis-
nomer, anyway. These large financial deals, the one that institutional
securities made, that received a lot of publicity, and another one that
the Prudential Life made, if those had been simply loans from a bank
to a large corporation, it would catch a little headline in the financial
page and nobody would pay any attention to it. Simply because it
involved mortgages in warehousing, it received a lot of publicity.

The CHAIAMAN. Maybe it is because we didn't all understand it.
Mr. COOGAN. I think so.
Mr. GAMBLE. I don't think it has been brought to the attention of

the Banking and Currency Committee in either the House or the Sen-
ate at any of its hearings, at least I don't recall so.

Mr. COOGAN. No; I don't think it has, Mr. Gamble. But up until
now for years we have been going with conventional mortgage people
handling mortgages and treating every mortgage as a conventional
mortgage, and the insurance and guaranty was incidental. In this
postwar period an FHA or VA mortgage isn't really a mortgage. It
is a hybrid. It is halfway between a mortgage and a bond, because
it has the guaranty of the United States Government on the back, and
that status is gradually being accepted as a prime security and good
collateral acceptable by banks.

Mr. GA~MnL. Well, do the mortgages that don't carry an FHA
guaranty come under this warehousing?

Mr. COOGAN. No.
Mr. GAMBLE. It is confined entirely to VA and FHA mortgages

entirely, is it not?
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Mr. CoOGAN. Yes.
Mr. McDoNorrH. Well, now, Mr. Scully just said that his port-

folios are about 60 percent guaranteed loans, that the others are not.
The CHAIRMAN. I believe the question I asked him was what per-

centage of GI and FHA loans are involved in warehousing arrange-
ments. It was the other way, and he said it would be his idea it would
be about 60 percent.

Mr. CooGAN. VA and FHA loans are the only ones that can move
freely across Stafe lines. The loans are too restricted.

Mr. BARRErV. Do you think that there is any inflationary effect
in this warehousing of loans?

Mr. CocGAN. No; I think it is stabilizing.
The CHAIRMAN. Mr. Widnall.
Mr. WIDNALL. Mr. Coogan, I was interested in the statement that

you made on the first page that the development of certain techniques
in better housing had completely cured the postwar housing emer-
gency of this country. You are actually referring to one-family hous-
ing, aren't you, rather than urban housing?

Mr. CooGAN. Well, what I am talking about there needs a little
definition. It is shelter. We came out of World War II with literally
millions of people lacking shelter. Now the estimate of the group is
that around 1950 or 1951 everybody in the United States was sheltered.

Some of it was inadequate, some of it was substandard, some of it
was not what they wanted, but as far as being in a place that could
be heated, where they could live, it was available to them. It was not
satisfactory, but available.

Mr. WIox-ALL. Well, I have found, in legislative life, for instance,
that some people can be for a million housing starts, some for a million
and a half, and some for 2 million, and some for 3 million, and it is
very popular to be for more rather than less. You say on page 3 that
we are on the horns of dilemma as we are faced with overbuilding, and
at the same time with a serious housing short age.

Now do you believe that the economy today can absorb a million and
a half housing starts a year?

Mr. COOGAN. No; I don't.
Mr. TVIDNALL. So that when people say we should have at least 2

million housing starts each year, they are really talking of serious
overbuilding

Mr. COOGAN. That is my opinion.
Mr. GAMBLE. It is the opinion of that housing specialist down in

Kansas City or St. Louis also who talked before the mortgage bankers
the other day; is it not?

Mr. CooGAN. That is right.
Mr. GAMBLE. He really knows what he is talking about.
Mr. COOGAN. We are in m period of low family formations now

until 1960, when it will start up again. We are in a much lower bracket
for housing.

Mr. WIDNALL. Well, actually from what I have seen of the picture
there is a very serious need in many of the cities for low-income and
middle-income housing. Out through the suburbs building is starting
to meet demands, particularly here in the East. When it comes to
the rural communities, and on page 3 you say "rural communities,
the outlying areas in some States, and the minority racial groups in



126 INVESTIGATION OF HOUSING, 1955

this country have not yet been able to avail themselves of the Govern-
ment financing aid."

Now the Voluntary Home Mortgage Association was set up to try
to help that situation, and I think it has been helpful in many instances.

Mr. COOGAN. It has been helpful.
Mr. WIDNALL. But, again, there is a problem there that I don't think

the Federal Government has been able to meet or can meet. It is local
resistance against the placement of any development along those lines.

Mr. COOGAN. No; I don't think so. I think the trouble is that the
average institution doesn't want to buy a loan in a small community
remote from a metropolitan area where they have a representative,
that in case of foreclosure the cost of repossessing that house, curing
delinquencies, foreclosing the house in a small community, and the
resale potential would be very difficult. So that is why I am advocat-
ing the central mortgage bank, or Fannie May, a central agency, say,
to carry those loans and float them on debentures. They can be han-
dled. There will be some individual losses, but the overall profit
would be high. Until some central servicing and management agency
handles that, these small communities are not going to get their
housing. It is just too difficult.

Mr. WIDNALL. Do you believe that extension of credits, say from
25 to 30 years, and a lowering of the monthly payments has contrib-
uted as an inflationary factor to the cost of housing?

Mr. COOGAN. No, I do not. To some extent, always, when you
create increased demand, there is a slight inflationary impact there,
but it has not been so, because the lower downpayment, the longer
terms, have put housing within the reach of the people who normally
would not be able to buy a house, and the minute we sell a man a
house he becomes a new citizen, and even though he has a 30-year mort-
gage, you must remember that a part of each monthly payment is an
equity payment and is a form of enforced savings, and with increasing
costs, people who buy houses after a very few years build up some
equity in that house and are in a much better position.

We find a much better citizen, easier to deal with. He has more
civic consciousness, and everything else, as against a renter.

Mr. WIDNALL. Actually, in the one-family housing field you are
finding more demand now for larger houses, rather than a 4-room or
5-room house; isn't that so?

Mr. COOGAN. Well, that is a corollary of prosperity, and one of the
things I am concerned about, because of the rising costs of land, mate-
rials, labor, everything else, everybody is being pushed, and, of course,
with the high level of national income everybody wants hirh-priced
houses, but like we are in automobiles, we are always pushing into
higher cost. I think the average income in the United States is only
about $5,000 a year. That man is limited to a $10,000 or $12,000 house,
according to our normal rule-of-thumb of financing, and in many
areas it is just impossible to build a $10,000 or $12,000 house on which
you can sell a mortgage.

The private investor, the average investor, would much rather have
one $15,000 mortgage than two $7,500 mortgages. He makes the same
profit, earns the same interest. The mortgagee gets the same serv-
icing fees, but has twice as much work with two $7,500 mortgages as
against one $15,000 mortgage, so all of the emphasis and impetus is
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on the higher-priced houses with the bigger mortgages, where actu-
ally the need lies in the lower-priced houses.

Our section 203 (i) loans that were supposed to be helpful have not
proved to be very effective, but in many parts of the country there is
tremendous demand for small low-cost homes for homeownership,
and we haven't been able to provide it.

Mr. McDoNorGH. Costing how much?
Mr. C('oGAN. Depending on the income of the area, I would say

from $7,000 to $10,000.
Mr. McDoNouGH. You say that low-rent housing has come to a com-

plete stop?
Mr. CooGAN. It has. Of course, there, too, that is an ambiguous

statement, because in the large metropolitan areas, we can't house
people in New York, Boston, and Philadelphia, we can't house all
of the low-income groups in suburbia. They can't afford the cost of
transportation and the cost of the house.

Mr. McDONouGH. We have a commitment for the North Harlem
project in New York City that is going ahead.

Mr. COOGAN. That is the first one, I think.
Mr. McDoNoGH. It is the first one under 220. Of course, there

is a $14 million project in Los Angeles, there is another one in Chicago
underway: one in Philadelphia.

Mr. (Ci(onA. Well, in the planning stage, but builders have been
backing away from them. The 213 cooperative has had a great deal
of difficulty. You in Congress had to make some kind of provision
in Fannie May to give them a takeout on a State allocation basis, and
they are trying to get that started. The low rental apartments by
private enterprise have come to a complete stop simply because the
financing devices are not available and the regulations have been tight-
ened so greatly that it is completely uninteresting to the average
investor.

The CHAIRMAN. One question, Mr. Coogan: In following up some-
thing Mr. Widnall said-I don't think you would want the record
to stand when you say that we are approaching the-not overbuilt,
but approaching the limit on houses in this country. You have refer-
ence to the homes largely which we are building out in the suburban
sections ? You are not thinking about all of these people here in New
York where we have been looking around at all of these slums?

Mr COOGAN. No.
The CHAIRMAAN. You are not saying that their needs for housing

have been met?
Mi. (oocsAN. No. sir: I do want to correct that. It is regional and

it varies from one area to the other, but we are finding unsold houses
backing up in spotty places around the country which is the first
indication of overbuilding, but one of the thing I am trying to point
up in nm papers is your'low-income housing and middle-income hous-
ing in mnitiopolitani areas hasn't yet been met.

Mr MclD)oi oruin. Of course, you have a cycle there to consider.
You had a lot of young men returning from war, getting married,
raising families. The birthrate will have a lot to do with that,
won't it'

Mr. C('Io.Ax. True, but I am trying to make the point that we are
overbuilding in the areas where the financing is available and because
the financing isn't available, other areas are being neglected.
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Mr. McDoNor H. Then what you mean to say is if the financing is
made available in these areas, that the building will go ahead and
it should go ahead ?

Mr. COOGAN. Yes, until we catch up in these backward areas.
Mr. BARRETT. Mr. Coogan, would you be willing to go on record

indicating in what areas we are overbuilt 
1

Mr. CoOGAN. No, sir. My life wouldn't be worth living.
Mr. WIDNALL. Mr. Coogan, don't you believe the Voluntary Home

Mortgage Corporation could perform a great service in that field if
the lending institutions finally avail themselves of what is there?

Mr. CUoousN. It is ti ue, but the lending institutions have an alloca-
tion for mortgages anyway. Are they going to lend that direct
through their regular correspondents or one correspondent or are
they going to take it away from that? All of them have been helpful
in taking a share away and putting it to these neglected areas that
are coming in. It is a very difficult thing and it needs more support
than I think it can get as a voluntary program. I am expressing my
personal views on that.

Mr. WIDNALL. Thank you very much.
Mr. O'HARA. Mr. Coogan, when call we look forward to having

homes within the financial reach of our people of modest circum-
stances ? When may we hope to i each that objective ?

Mr. CoooAx. Well, I don't know.
Mr. O'HARA. Are we making progress?
Mr. CooGAN. We are making progress. We are running into sup-

plementary and side problems as to community facilities, which you
gentlemen helped us with, with the new community-facilities pro-
gram. We are running out of usable land. We are running into areas
now where we have a terrific cost to develop the land to build the
necessary housing.

All you have now in New York is single-family housing. 40 or
50 miles from New York.

Mr. O'H.Rl When we passed the housing bill of 1949, I thought
the most hopeful feature of it was that providing for research in
order that we might have research going through the years to find
possibly new ways of construction, new kinds of housing, new ways of
financing, so that we could bring housing down within the comfort-
able reach of all of our people. Now that was wrecked. That was
junked. We haven't done very much. I think private industry has,
but what suggestion might you make along that line-and I think that
is what we are all interested in.

Mr. ('CoioAN. Well, I think that is going to be developed now. You
know it is natural for all of us to take the easiest way and in this
housing shortage with good credit terms everyone went along building
to the greatest demand and we weren't put to the test of devising
new ways and means of solving our problems. We used the easily
solvable.

Mr. O'H xin . I think if there is a product that won't sell at 10 cents,
but will sell at 5 cIenI, private industry always has succeeded in pro-
ducing the 5,- ent product. What is oldiiing back private industry
from producmi homes within the buying power of our families of
modest incomes?

Mr. ('ICoui. I don't have a specific answer for that. We are
.ti ymg to meet it..
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Mr. O'HARA. You haven't anything to say specifically today?
Mr. COOGAN. No; I think with the necessary financing we are just

on the threshold of major technical advances in homebuilding; if we
can continue at a reasonable level, I think all of you gentlemen will
be surprised. It is a compe titive field and each builder has to be lower
priced with a better field.

Mr. \McDooi-G. What you mean to say is the houses built 10 years
ago are going to be obsolete 10 years from now ?

IMr. COOGAX. Probably.
Mr. ASIiLEY. What do you mean by "a reasonable level"?
Mr. CUooAx. That crystal-ball figure none of us knows, which is the

amount the economy ('can sustain without overbuilding.
The CHAIRMAN. There is no definite figure on that ?
Mr. COOGAN. No, I think it is pure guesswork. My opinion is

similar to my friend, Mr. Scully's. For the next 2 or 3 years, some-
where around $1 million or $1,100,000 would be a helpful figure,
providing whatever we can get in the downtown areas.

The CHAIRMAN. Thank you, Mr. Coogan. You have been helpful.
We are going to take a 5-minute break here, and let everybody stretch
his legs.

(Recess taken.)
The CHAIRMAN. The committee will be in order, please.
Is Mr. John G. Jewett here?
Come around, please.
This is Mr. John G. Jewett, vice president of the Prudential Insur-

ance Company of America, and he is going to discuss the voluntary
home mortgage credit program.

Mr. Jewett, we are glad to have you and you can proceed with your
statement.

Mr. JEwETT. All right.

STATEMENT OF JOHN G. JEWETT, VICE PRESIDENT, PRUDENTIAL
INSURANCE COMPANY OF AMERICA

Mr. JEWETT. My name is John G. Jewett. I am a vice president of
the Prudential Insurance Company of America and in charge of the
mortage loan department. Our home office is in Newark, N. J. I
am pleased to appear here today in response to your invitation.

In your letter you asked me to discuss warehousing. I will discuss
with you the activities of the Prudential, with particular reference to
an agreement entered into at the end of 1954 bet ween the Irving Trust
Company of New York as agent for a group of banks, and the Pru-
dential Insurance Company of America.

On December 23, 1954, the Irving Trust Company of New York, as
managing agent for a group of some 150 banks throughout the Nation,
entered into a contract with Prudential to purchase by assignment
during the calendar year 1955 up to $350 million of mortgage loans
insured by the Federal Housing Administration or guaranteed by the
Veterans' Administration.

This contract provided that the mortgages would be closed and
serviced by the Prudential. Immediately upon each closing the loan
would be assigned to the Irving Trust Co. as agent. The interest rate
to the participating banks on these loans is 3% percent and the Irving
Trust Co. receives one-eighth of 1 percent management fee. The
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remaining amount of the interest, which to date has been seven-

eighths of 1 percent, is retained by the Prudential for its services in

connection with obtaining, closing, and servicing of the mortgages.
The Prudential agreed to repurchase the mortgages in accordance

with the contract, whether they are in good standing or not, not later

than June 30, 1956.
At this point, I offer the committee a copy of the agreement between

the Irving Trust Co. and the Prudential dated December 23, 1954.
The CHAIRMAN. That can be submitted, not for the record, but as

an appendix to the statement. It is too long to incorporate in the
record.

Go ahead, Mr. Jewett.
Mr. JEWETT. The Prudential operates through mortgage loan offices

located in 28 cities in the United States and Canada, which are super-
vised from 6 regional home offices, in addition to Newark. These
regional home offices are located in Los Angeles, Toronto, Houston,
Jacksonville, Minneapolis, and Chicago.

The 28 mortgage loan offices supervise production offices located at
strategic points, and in addition, we have mortgage loan appraisers
located in many cities where there is not a full-fledged mortgage loan
office.

The Prudential does not operate through correspondents in the
same way as do most institutional investors. The employees of our
mortgage loan offices across the country are salaried, and in many
instances are authorized, according to standards which have been
adopted by our board of directors, to issue mortgage loan commit-
ments to individual applicants on one-family houses. Where loans
are being made in large tiact developments Prudential issues com-
mitments to the builder for various amounts, depending upon the type
of sale which may be finally negotiated.

For instance, in a development of $10,000 houses, we agreed to make
mortgages guarantied by the Veterans' Administration up to 100
percent of the sale price in the past. and up to 98 percent at the
present time. An FHA loan might be for $9,000 or less, depending
upon conditions. A conventional loan to an individual purchaser,
not guarantied by a Government agency, might be from $6,500 to
$7,500. The multiple commitment is issued so that the ultimate pur-
chaser may have some choice as to the type of financing.

When a commitment has been issued in the field or by a mortgage
loan office, or by a regional home office, it is reported to the corporate
home office in Newark. The length of time between the start of ne-
gotiation for a loan and the actual commitment may be a number
of weeks. There is an additional period of elapsed time between
the issuing of the commitment in the field and the reporting of the
case to our board of directors. It should be pointed out that the Pru-
dential has on its books 475,000 mortgage loans, the average size of
which is about $10,500.

The moneys available to the Prudential for investment each year
are as a result of the receipts from premiums on policies and con-
tracts, and amortizations and interest payments on existing invest-
ments Each year, there is allocated a certain percentage of this
income to the mortgage loan department for new loans. An allocation
is also made to our bond investment department.
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In the early part of 1954, mortgage-loan authorizations and mort-
gage-loan disbursements were well within the amount of money avail-
able and allocated for new mortgage loans. This was because the
demand for mortgage funds during that period was somewhat limited
and our mortgage-loan commitments and disbursements were run-
ning at a rate considerably below the amount necessary in order to
take care of investible funds.

However, shortly after the middle of the year, mortgage-loan com-
mitments mounted rapidly and in the latter part of September we
advised our field force that it would be necessary to curtail the volume
of new business. Once new business starts to flow in rapidly, and
there is a great demand for mortgage money, it takes some time to
slow it down and, as a result, new loan approvals which during the
first 6 months of 1954 amounted to only $480 million, as of Decem-
ber 1, 1954, had reached $1,234 million. Average approvals during
the first 6 months were $80 million a month. During the next 5 months
they averaged $151 million a month, and the forecast for the month
of December was another $125 million.

Inasmuch as most of the loans approved in the latter part of any
year are not disbursed until the following year, it appeared that we
would have on our books commitments for approximately $700 mil-
lion of mortgage loans for disbursement after January 1, 1955, and,
incidentally, that is about twice what we consider normal. We have
been running about $350 million a year, and that amount in-
creases a little each year as our funds available for investment in-
crease, and that is as compared with an allocation of $700 million
for new mortgages for the entire year 1955. It could be seen, there-
fore, that because of the moneys for which we were committed, it
would not be possible during 1955 to commit any further loans for
1955 disbursement. This would mean partial withdrawal from our
normal mortgage-lending activities.

One of the considerations affecting our decision to enter into this
agreement was a projection of Prudential investible income for the
next several years which indicated that we could absorb the $700
million of commitments outstanding in a period of approximately
2 years, without materially affecting our normal future commitments
for new mortgages during that period. For example, during the
year 1955 there was allocated for new mortgage investments in the
United States $700 million, whereas in 1956 there has been allocated
for the same purpose $900 million.

I would hke to point out to the committee that this agreement be-
tween the Irving Trust Co. and the Prudential does not provide for
a loan to the Prudential secured by mortgages that the Prudential
makes, but specifically provides for the sale of mortgages to the bank
as the agent, and that the aggregate amount of such sales cannot
exceed $350 million. This means therefore that this is not a revolving
fund.

During the year 1955 to date we have sold to the Irving Trust Co.
as agent mortgages in the amount of $266 million. It is not likely that
the total amount of mortgages sold under this agreement will exceed
$300 million.

In your letter inviting me to appear at this hearing you also
asked me to discuss the voluntary home mortgage credit program.
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The Prudential has participated actively in the program from the
outset and has, up to the present time, agreed to make 2,050 loans
for $15,780,064. We will continue to be active in this field.

I will, of course, be glad to answer any questions which the com-
mittee may care to ask me and furnish any additional information
you may desire.

(The following data were submitted by the witness:)
IRVING TRUST COMPANY, a New York corporation having its principal place

of business at One Wall Street, New York 15, New York, individually (herein-
after called IRVING). and InvING as AGENT for each co-participating bank which
becomes a party hereto as hereinafter provided (hereinafter called AGENT), and
THE PRUDENTIAL INSURANCE COMPANY OF AMERICA, a New Jersey corporation
having its principal place of business at 763 Broad Street, Newark 1, New Jer-
sey, (hereinafter called PRUDENTIAL), In consideration of the mutual agreement
herein contained do hereby on December 23, 1954, enter into the following
Agreement:

1. As used herein the term
1 "Note" shall include a bond if it be the custom to obtain bonds in the

locality where the mortgaged piperty is situated
ii. "Mortgage" shall include a deed of trust or other form of instrument

customarily used to encumber real property as security for FHA or VA resi-
dential mortgage loans in the locality in which the property is situated.

ni. "Mortgagor" shall include any maker(s) of a mortgage, whether
designated as mortgagor(s), trustor(s) or otherwise, and the successor(s)
thereof in ownership of the encumbered property.

iv "Mortgagee" shall include the beneficiary under any deed of trust and
grantee under any other form of real estate security instrument.

v. "FHA" shall mean wherever applicable the Federal Housing Commis-
sioner or the Federal Housing Administration, and "FHA mortgage" shall
mean a mortgage insured by the Federal Housing Commissioner, pur suant to
S action 203 of Title II of the National Housing Act, as amended, and the rules
and regulations thereunder.

vi. "VA" shall mean wherever applicable the Admimstrator for Veterans
Affairs or the Veterans Administration, and "VA mortgage" shall mean
a residential mortgage loan guaranteed pursuant to Section 501 of the Serv-
n emen's Readjustment Act of 1944, as amended, and the regulations there-
under

vii. The term "co-participating bank" as used herein shall mean IRVING
and any other financial institution which has executed and delivered to the
AGENT, and through the AGENT to PRUDENTIAL, a Co-participation Agree-
ment, and which thereby commits itself to furnish to IRVING, for the pur-
poses and on the terms herein set forth, a specified portion of the funds
which will be used to purchase mortgages from PRUDENTIAL pursuant to
paragraph 7 hereof

viii The term "Co-participation Agreement" shall mean an agreement m
substantially the form annexed hereto as Exhibit A.

2. PRUDENTIAL already owns loans secured by first mortgages on parcels of
improved real estate located throughout the United States and has approved
and will hereafter approve applications for loans to be likewise secured and will
acquire such loans from time to time during the calendar year 1955

3. The co-participating banks and PRUDENTIAL desire that some of such loans
secured hv mortgages on real property. located outside of the State of New York
shall be sold by PRUDENTIAL to, and serviced by PRUDENTIAL for, the AGENT in
the manner hereinafter provided for the account of the co-participating bank
or banks (acting in all respects hereunder by and through the AGENT) to which
such loans are allocated by the AGENT under its agreement with its co-
participants.

4. PRUDENTIAL represents and warrants as to each mortgage loan sold by
PRUDENTIAL pursuant hereto as of the time of such sale that -

i PRUDENTIAL is an FHA approved mortgagee and a lender fully eligible
to have loans made by it guaranteed by VA

ii As a corporation it is duly qualified and authorized to do business, and
is in good standing, in each State in which it has acquired, or will acquire,
such moit-nue loan or service the same.
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ill It has corporate power to make this Agreement and to petfoim all
acts and assiinm all obligations heiein undei taken by PRUDENTIAL

iv It has taken any corporate action necessary to authorize it to ac-
qulle, sell, service and repulchase the mortgage loans provided for in this
Agi cement

\. Each mortgage loan sold by PRUDENTIAL pursuant hereto:
a Is insured or fully eligible (pursuant to a firm commitment fiom

FHA) tor insurance by FHA, or guaranteed or full, eligible (pursuant
to a firm commitment fion VA) for guarantee by VA to the extent of
not less than twenty percent (20%) ot the principal amount of such
mortgage loan,

b Bears interest it the prevailing rate foi such a loan but not less
than the rate of four and one-quarter percent (4/4%) per annum,

c Is evidenced and secured by the mortgagoi's note and mortgage
naming PRUDEN'IIAL as payee nl11i mortgagee or is received and held by
PRUDENTIAL under and by \irtue ot a valid transfer and .assignment
cable requirements of the National Housing Act or the Servicemen's Re-
corded in PRUDENTIAL'S name in the C Ounty in which the mortgaged
premise is Isituated, and

d Is supported by evidence (in form generally acceptable to mmit-
gae lenders in the locality in which the mortgaged property is located)
that the nloi tgagor's title to the property and the validity and priority
of the mortgage lien satisfy and in all respects comply with all apli-
cable requirements of the National Housing Act or the Servicemen's Re-
adjustment Act of 

1 )4 4 as amended, and the respective rules and regu-
lations thereunder icl.iting to the insurance and guarantee of mort-
gles. and is and will be held by PRUDENTIAL foi the owner coparticl-
pating bank oi banks as herein provided

In further evidence of the correctness as of the present time of the representa-
tions and warranties of PRUDENIIAL contained in subpaingraphs 1. i, ill, and
iv of this pl.agilph 4. PRUDFNrIIL is snbmittin,, to the A(;s.'I simultanleoulsl
the legal opinion of Its General Counsel or General Solicitoi

5 Proimptly upon sale of each mortgage loan pursuant hereto, PRUDENTIAL
will (if such mortgage loan is not already insured or guaranteed) procure
insurance thereof by FHA. oi guarantee thereof by VA to the extent of not
less than twenty percent (20'/ of the principal amount of such mortgage loan.
and for such purpose will procure such other documents and take, or cause to
le taken, such action as mlay be necessary If for any reason whatsoever the
FHA i etlle. to insure the mortgage loan or VA refuses to guarantee it to such
extent, PRUDENTIAL shall forthwith repurchase such mortgage loan from the
colarticipatimg bank or banks owning the same by paying to the \AGF-T tlhe
unpaid principal amount of such mortgage loan together with accrued interest
thereon from the date to which interest has been paid to the AGENT. or if no
interest has been paid to the AGENT from the date of sale to the AGENI, to the
date of such repurchase, at the rate of three and one-half percent (312%) per
annum

6 PItrUi.ENIIAT will procure upon acquiring each imotgage loan sold nursuant
hereto, and will mainltin in force during thle period of the ownership by the co-
participating bank or banks of such mortgage loan, fire and extended coverage
insurance, with iloitgagee's loss payable clause naming PRUDENTIAL as mort-
gagee. in an amount not less than the insurable value of the improvements on
the mortgaged property

7 Such mortgage loans hereafter made or purchased b3 PRUDMN'IIL, shall be
made or purchased for its own account In so doing PRUDENTIAL shall disburse
the proceeds of such mortgage loan to oi for the a; count of the mortgagor or
(if such mortgage is already in existence and is purchased by PRUDENTIAL) to
or for the account of the holder from whom such mortgage is being pull chased, by
drawing upon PRUDENTIAL's account with IRVING

Mortgage loans presently owned or hereafter made or purchased by PRUDEN-
TIAL, which are to be sold to the AGENT pursuant hereto shall be selected and
designated by PRUDENTIAL and as to each such mortgage loan the following
requirements shall apply:

i. In consummating such sale the AGENT shall upon request of Par-
DENTIAL, deposit to the credit of PRUDENTIAL'S account with IRVING a sun
equivalent to the unpaid principal amount of each such mortgage loan so
sold to the AGENT.
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li PRUDENTIAL shall, promptly upon sale of such mortgage loan, (a)
advise the AGENT of the amount of the loan and of the monthly instalment
to be paid on account of interest and principal, the maturity date thereof, the
name of the mortgagor, the location and street address of the property, and
whether the note and mortgage name PRUDENTIAL as payee and mortgagee
or were purchased by PRUDENTIAL by assignment fiom the originating mort-
gagee or other owner and holder of the note and mortgage, and (b) in each
VA loan forward to the AGENT a copy of the VA Certificate of Reasonable
Value and a copy of the property appraisal report of PRUDENTIAL'S ap-
praiser. The AGENT will when necessary cause such data to be examined
promptly by the appropriate appraisers and will advise PRUDENTIAL in
writing within ten (10) days after receipt thereof if the property does
not satisfy the co-participating banks' appraisal requirements for a VA
mortgage loan to be purchased from PRUDENTIAL pursuant hereto. Every
such VA loan as to which no such advice is given shall be deemed accepted.

iii Each sale of a mortgage loan heieunder shall be made by PRUDENTIAL
to the AGENT for the account of the co-participating bank or banks and the
effective date of such sale shall be the date of the deposit by the AGENT
in respect of such mortgage loan to the account of PRUDENTIAL with IRvING.
Each such mortgage loan shall be serviced by PRUDENTIAL, pursuant to this
Agreement, for the account of the co-participating bank or banks to which
such mortgage loan shall be allocated by the AGENT; provided, however,
that PRUDENTIAL shall, if requested by the AGENT, deliver to the AGENT the
insured or guaranteed note and mortgage (as soon after such request as
the same are available for delivery), together with an assignment thereof
to the AGENT or to such co-participating bank as the AGENT shall designate,
and the title evidence and any other documents held by PRUDENTIAL which
may be necessary to properly and adequately complete such assignment, and
PRUDENTIAL and such assignee shall, if such mortgage be insured by FHA,
give FHA such notice as may be required by FHA Rules and Regulations in
respect of such transfer and assignment Until receiving such a request
by the AGENT in respect to any one or more of such FHA or VA mortgage
loans, PRUDENTIAL agrees to hold the record title thereto in its name, and
all documents evidencing or pertaining thereto in its possession, without
transfer or impairment thereof of any kind and the AGENT, and by becoming
a party to this Agreement each co-participating bank including IvrING,
agrees that PRUDENTIAL may do so.

iv If the AGENT shall advise PRUDENTIAL pursuant to subparagraph ii
of this paragraph 7 that the property securing any VA mortgage loan
does not have sufficient value to qualify as security for a VA mortgage loan
to be purchased from PRUDENTIAL pursuant hereto, PRUDENTIAL shall forth-
with pay to the AGENT the amount paid to PRUDENTIAL for such mortgage
loan with interest thereon from the date of sale thereof to the date of such
payment to the AGENT at the rate of three and one-half per cent. (3%%)
per annum. Any such mortgage loan not accepted as aforesaid shall, upon
such payment by PRUDENTIAL to the AGENT, become and remain the sole
and exclusive property of PRUDENTIAL and shall thereafter not be subject
to any of the provisions of this Agreement.

PROVIDED, HOWEVER, that the aggregate amount deposited by the AGENT to the
credit of PRIDENTIAL'S account with IRVING, for the purchase from PRUDENTIAL
of VA mortgages which remain to be accepted by the AGENT, shall not at any time
exceed TWENTY-FIVE MILLION DOLLARS unless the AGENT shall consent to so
deposit sums in excess thereof.

8 i The co-participating banks will furnish funds to the AGENT, to purchase
mortgage loans from PRUDENTIAL for their account pursuant to this Agreement,
in such amounts and at such times as shall be required by the AGENT in order to
comply with PRUDENTIAL'S requests for the deposit of funds to the credit of PRU-
DENTIAL'S account with IRVING pursuant to paragraph 7 hereof, provided, how-
ever, that

a the co-participating banks shall not be required to furnish funds for
such purpose in excess of the aggregate sum of THREE HUNDRED FIFTY MIL
LION DOLLARS

b no co-participating bank, including IRVING, shall be required to furnish
funds for such purpose in excess of the aggregate sum specified in its Co-
participation Agreement with the AGENT,

c. no co-participating bank shall be required to furnish funds for such
purpose after December 31, 1955.
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ii. The AGENT shall deliver to the PRUDENTIAL promptly after receipt thereof
from each co-participating bank an executed counterpart of the Co-participation
Agreement signed by such bank. The obligation of the co-participating banks to
furnish funds pursuant to such Co-participation Agreements shall be several and
not joint; and the failure of any one or more co-participating banks to fulfill its
commitment will not relieve any other co-participating bank from the full amount
of its commitment. This Agreement shall become effective upon its execution
by PRUDENTIAL and IRVING and shall become effective with respect to each co-
participating bank upon receipt by PRUDENTIAL from the AGENT of the executed
counterpart of the Co-participation Agreement of such co-participating bank.

ii. If one or more of the co-participating banks shall fail to make available to
the AGENT, as herein provided, the funds agreed to be furnished by such co-
participating bank or banks, then the AGENT may, but shall not be obligated to,
arrange for one or more other financial institutions (which may be of may in-
clude one or more of the non-defaulting banks) to furnish, in such proportions as
the AGENT may determine, the funds agreed to be furnished hereunder by the
defaulting co-participating bank or banks; and unless the AGENT shall make such
arrangements, PRUDENTIAL may at its option do so Each financial* institution
(including any non-defaulting co-participating bank) which shall propose to
furnish all or any part of the funds agreed to be furnished by a defaulting bank
shall execute and deliver to the AGENT a Co-participation Agreement requiring
it to furnish such funds on the terms of this Agreement, and upon receipt by
PRUDENTIAL of an executed counterpart of such Co-participation Agreement
such financial institution shall become a party to this Agreement with like effect
as if it had originally agreed to finish such funds hereunder No such substi-
tution of one or more financial, institutions in place of a defaulting co-partici-
pating bank shall relieve the defaulting co-participating bank of any liability
which it may have to PRUDENTIAL by reason of its default

9 PRUDENTIAL has represented that it fully intends to request the AGENT to
deposit to the credit of PRUDENTIAL'S account with IRVING for the purchase of
mortgage loans from PRUDENTIAL pursuant to this Agreement not less than the
sum of SEVENTY-FIVE MILLION DOLLARS between January 1, 1955, and June 30,
1955, and not less than ONE HUNDRED FIFTY MILLION DoLLARS during the entire
year 1955, and PRUDENTIAL agrees to pay commitment fees to the AGENT of one-
half of one per cent ( of 1%) of the amount, if any, by which SEVENTY-FIVE
MILLION DOLLARs exceeds the aggregate sums which PRUDENTIAL requests the
AGENT to so deposit to PRUDENTIAL'S credit between January 1, 1955 and June 30,
1955, and one-half of one per cent. (1/ of 1%) of the amount, if any, by which
ONE HUNDRED FIFTY MILLION DOLLARs exceeds the aggregate sums which PRU-
DENTIAL requests the AGENT to so deposit to PRUDENTIAL's credit during the entire
year 1955; provided, however, that PRUDENTIAL shall be under no obligation to
pay any commitment fees to the AGENT unless by February 1, 1955 the AGENT
shall have entered into Co-participation Agreements providing for the furnish-
ing by co-participating banks of not less than SEVENTY-FIVE MILLION DOLLARS for
the purposes of this Agreement, nor unless by March 1, 1955, the AGENT shall have
entered into such agreements providing for the furnishing by co-participating
banks of not less than ONE HUNDRED FIFTY MILLION DOLLARs.

10. i. On or before June 30, 1956 PRUDENTIAL shall repurchase from the co-
articipating banks and the coparticipatiug banks shall sell to PRuDENTIAL all

mortgage loans theretofore sold by PRUDENTIAL as hereinabove provided. Upon
payment by PRUDENTIAL to the AGENT of the amount hereinafter provided such
repurchase by Prudential from the coparticipating bank or banks shall be
deemed t, be fully effectuated without necessity tor the delivery of any further
documents, provided, however, that if PRUDENTIAL (pursuant to paragraph 7
(iii) hereof) shall have executed and delivered an assignment of any such mort-
gage loan and/or delivered any documents in connection therewith to the AGENT
or to any coparticipating bank, the AGENT or such coparticipating bank as the
case may be will cause to be executed in favor of and delivered to PRUDENTIAL an
assignment of such mortgage loan and/or will cause to be delivered to PRUDEN-
TIAL any and all documents which PRUDENTIAL theretofore delivered to the
AGENT 01 to such coparticipating hank and if such mortgage be insured ly FHA
will give to FIA such notice as may he required by the FHA Rules and Regula-
tions in the case of such transfer, and the AGENT or such coparticipating bank
as the case may be hereby warrants to PRUDENTIAL as to any such mortgage loan
and as of the time of such repurchase thereof by PRUDENTIAL that during the
period it held any such assignment or other documents in connection therewith
it did not release any part of the mortgaged property from the lien of the mort-
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gage, or impair the validity or priority of the lien thereot, o release inv person
liable for payment of the note, or perform any act or fail to take any action,
which act or failure impaired the validity or enforceability of the FHA insurance
or VA guaranty

ii. The repuiclhase price Io be paid by PRUDENTIAL for each mortgage loan
repurchased from the coparticipating bank or banks owning the sime shall be
the amount paid to PRUDENTIAl therefor less all amounts paid to the AGENI On
account of principal, together with an amount equal to interest thereon from the
date to which interest has been theretofore paid to the ANENT, or if no interest
has been paid to the AGENT from the date of sale to the AGENT, to the date of
such payment of the repoichase price at the rate of three and five-eighths per
cent (3%%) per annum

11i PRUDENTIAL may at any time and from time to time prior to June 30, 1956
repurchase such mortgage loans from the coparticipating banks in such blocks
or groups aggregating such amounts as PRUDENTIAL selects, and each copartici-
pating bank agrees to sell to PRUDEN-IAL such mortgage loans As of the follow-
ing dates PRUDENTIAL shall have repurchased such mortgage loans from the co-
participating banks in not le.s than the following proportions of the aggregate
principal amount of mortgage loans sold by PRUDENTIAL pursuant hereto:

Ten per cent. (10%) on or before January 31, 1956
Twenty per cent. (20%) on or before February 28. 1956
Thilty per cent (30%) on or before March 31. 1956
Forty per cent. 40%) on or before April 30, 1956
Fifty per cent (50%) on or before May '1, 1956
One Hundred per cent. (100%) on or before June 30, 1956

11 If, with respect to any mortgage loan sold by PRUDENTIAL pursuant hereto,
any event of default shall occut under the terms of the note or mortgage and
such default shall not be cured within ninety (90) days after it occurs, PRU-
DENTIAL shall repurchase such mortgage loan from the coparticipating bank or
banks by paying to the AGENT the repurchase price specified in subparagraph ii
of paragraph 10

12. The obligation of PRUDENTIAL to repurchase such mortLane loans from the
co-participating banks within the times herein provided shall not be altered,
impaired, reduced or in any manner affected by any act or default of PRUDEN-
TIAL or of the mortgagor o1 any other person (other than any act or default
of the AGENT or any co-participating bank in breach of any warranty contained
herein or in a Co-participation Agreement, it being understood that foi the pur-
poses of this paragraph no act or failure to act by PRUDENTIAL under this Agree-
ment or the result or consequences thereof shall be attributed to or be deemed
to be an act of the AGENT or any co-participating bank), nor hy any actual or
purported defect in or impairment or reduction of the FHA insurance or VA
loan guaranty, nor by any destruction or deterioration of or damage to any
property securing the mortgage loan from any cause whatsoever, nor by any
actual or purported defect in the mortgagor's title to the property or in the
adequacy, validity or priority of the mortgage lien or any obligation or security
given to or held by PRUDENTIAL in connection with any such mortgage loan.

13 Each mortgage loan sold by PRUDENTIAL pursuant to this Agreement shall
be ser iced by PRUDENTIAT. for the account of the co-participating banks until
PRUDENTIAL repurchases the mortgage loan as hereinabove provided Such serv-
icing shall include the collection of all amounts required to be paid by the note
and mortgage and any other payments received by PRUDENTIAL on account of
principal and interest, and the disbursement, in accordance with those instru-
ments, of instalment deposits paid by the mortgagor to meet accruing charges
for taxes, assessments and ins urance premiums. In the servicing of the mort-
gage loans for the co-participating banks PRUDENTIAL shall in all other respects
perform and observe all duties and conditions which the FHA and VA rules
and regulations require to be performed and observed by a holder of mortgages
insured or guaranteed pursuant thereto, as well as any duties that under the
circumstances of any particular mortgage loan might reasonably seem to be
necessary for protection of the mortgage security or collection of the mort-
gage loans. PRUDENTIAL also shall keep such books and records as are adequate
at all times completely to identify the mortgage loans sold to the co-participating
banks hereunder and the status of such loans

On the fifteenth day of each mopth (herein referred to as the "remittance
day"), commencing February 15, 1955 and continuing, as to each such mortgage
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lIan. until such mortgage loan shall have been repurchased by PRUDENTIAL,
PRIDENTAT shall remit to the AI:NT all obligatory amortization payments
which accrued on the mortgage loan between the sixteenth day of the preced-
ing month and the lenattance day (both inclusive), together with accrued inter-
est on the outstanding principal amount of the mortgage loan at the rate of
thne and five-eights per cent (35,%) pei annum from the date to which intere-t
has been theretofore paid to the AGENT, or if no interest has been paid to the
AGENT from the date of sale to the AGFNT, to the remittance d;iy The outstand-
ing principal amount of each mortgage loan shall be determined, for this pur-
pose, by deducting from the purchase price paid to PRUDENTIAL therefor the
total amount of amortization payments remitted to the AGENT from time to time
The difference between interest at the rate of three and five-eighths per cent
(3%5,%) per annum and the amount of interest collected by PRUDENTIAL from the
mortgagor shall constitute a service fee which PRUDENTIAL shall retain as com-
pensation fol servicing the mortgage loan for the co-participating banks.

14 As and when each mortgage loan is repurchased by PRUDENTIAL from any
co-participating bank or banks, such loan shall become and remain the sole and
exclusive property of PRUDENTIAL anti thereafter shall not be subject to any of
the provisions of this Agreement, nor shall any co-participating bank have any
further interest in any such mortgage loan so repurchased

13 IRVING hereby represents and warrants to PRUDENTIAL:
That it has corporate power to make this Agieement, individually and

as AGENT, and to perform all acts and assume ll obligations herein under-
taken bv IKVING, whether individually or as AGENT, and that it has taken
any corporate action necessary to authorize it to enter into this Agreement.
As evidence of the correctness as of the present time of these representa-
tions and warranties, IRVING is submitting to PRUDENTIAL simultaneously
herewith a copy of the legal opinion of counsel for IRVING

16 Each co-participating bank hereby represents and warrants to PRUDENTIAL
and to the AGENT

i. That it has corporate power to enter into its Co-participation Agreement
with the AGENT, and that it has taken any corporate action necessary to
authorize it to enter into such agreement with the A(GENT

ii. That it has fully and irrevocably authorized the AGENT to enter into
this Agreement for and on its behalf, and to act for it in any and all matters
arising out of or under this Agreement to the extent provided for herein or
with regard to any interest it has in any mortgage loan, including the receipt
and collection from PRUDENTIAL by the AGENT of all payments on account of
interest and principal on such mortgage loan and al sums paid by PRUDEN-
TIAL to the AGENT as consideration for the repurchase ot mortgage loans as
hereinabove provided

iii. That it is, and throughout the life of this Agreement will continue
to be, an FHA approved mortgagee and that it is fully eligible to invest
m and hold VA mortgages

17 The AGENT and each co-participating bank hereby covenants with and
warrants to PRUDENTIAL that it will not hypothecate or pledge any of such
mortgage loans or any interest therein or any document which may be delivered
to or held by it in connection therewith, nor will it sell or assign to or otherwise
permit the acquisition of any such mortgage loan or document by any person or
corporation, other than the co-participating bank or banks.

18 The AGENT agrees that each FHA mortgage purchased by the AGENT pur-
suant hereto shall be allocated to one of the co-participating banks, in toto, and
that no partial interest in any FHA mortgage, or group of IHA mortgages, will
be allocated or disposed of by the AGENT to any co-participating bank or to any
other person or corporation. This paragraph shall be deemed eliminated heie-
from if PRUDENTIAL gives written notice to-such effect to the AGENT.

19 Each demand, notice, or othei communication concerning this Agreement
which PRUDENTIAL desires to communicate to IRVING or to the AGENT or to any

co-participating bank shall be addressed to the AGENT at its above address or to
such other address as the AGENT may hereafter designate in writing and each
demand, notice, or other communication concerning this Agreement directed to
PRUDENTIAL shall be addressed to PRUDENTIAL at its above address or to such
other address as PRUDENTIAL may hereafter designate in writing to the AGENT.

68692-55--pt 1- 10
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IN WITNESS WHEREOF, IRVING, both individually and as AGENT, and PRUDENTIAL
have caused this Agreement to be executed by their duly authorized officers and
their corporate seals affixed hereto as of the date first above written.

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA,
By W. W. TATLOCK, Vice-President.

Attest:
W. D. NEESTON,

Assistant Secretary.
IRVING TRUST COMPANY,

Both individually and as Agent,
By NOLAN HARRIGAN, Senior Vice-President

Attest:
DAVID K. DAIRY,
Assistant Secretary.

EXHIBIT A

CO-PARTICIPATION AGREEMENT

December ,1954

GENTLEMEN. Attached as Exhibit A hereto is a copy of a certain agreement
(hereinafter called the Prudential Agreement) dated as of December 23, 1954,
between The Prudential Insurance Company of America (hereinafter called
Prudential) and ourselves (both individually and as Agent for all co-participat-
ing banks which may become parties thereto as therein and herein provided),
providing for the sale by Prudential to the Agent for account of such co-partici-
pating banks of FHA insured and VA guaranteed mortgage loans as therein
described up to an amount not exceeding Three Hundred Fifty Million ($350,-
000,000) Dollars in the aggregate, and for the repurchase thereof by Prudential,
all subject to the terms and conditions therein contained.

We understand that you would like to become a co-participant with us, on the
terms herein and in the Prudential Agreement set forth, in such purchase of
mortgage loans up to an amount not exceeding
($ ) Dollars in the aggregate; and we agree to such participation by
you and set forth below the further terms thereof, viz:

1. We agree to serve as the Agent under the Prudential Agreement, and
to use reasonable efforts to perform all duties imposed on us thereunder and
hereunder. As one of our duties, we will maintain such records as are
necessary at all times to show the interests of each of our co-participants
in the mortgage loans outstanding under the Prudential Agreement, based
on the information as to such loans received by us from Prudential, and
forward to you from time to time such advices as you may reasonably request
It is agreed, however, that Prudential shall retain the care and custody of
all mortgage documents in connection with the performance of its duties
under the Prudential Agreement and that we may confirm such arrangement
with it in your behalf.

2. Promptly upon receipt by us of a request for funds by Prudential, we will
advise you of the amount to be furnished by you; and you will immediately
provide us with Federal Reserve or other immediately available funds in the
amount specified, unless we shall then hold in deposit account for you the
requisite funds, in which event we are hereby authorized to debit your ac-
count for the amount specified. Upon the receipt of such funds by us, we will
pay the same to Prudential in the manner and for the purposes specified in
the Prudential Agreement and forward to you an appropriate confirmation
of such receipt and payment.

3. Your portion of the total funds to be furnished in each such instance
will be substantially the percelnage of the total amount established by the
ratio of your total commitment hereunder to the then total amount of the
commitments of all co-participating banks, subect only to such variation as
is hereinafter provided for

4. It is our desire to avoid whenever possible the allocation of entire mort-
gage loans to a single co-participating bank However, we reserve the right
to make such specific allocation to any co-participating bank or banks when-
ever we consider it necessary or desirable to do so. Thus, in the case of
national banks, we expect to make such specific allocation because of the
legal restrictions to which they are subject in the holding of part interests
in mortgage loans. We also may wish to effect specific allocations in the case
of certain state banks, because -' applicable restrictions as to location of
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the underlying real estate, or, in the case of FHA mortgage loans, because
of the existing regulatory restrictions relating to the transfers of part inter-
ests therein. All mortgage loans not specifically allocated will be considered
as held by us in a mortgage pool for, and in accordance with the respective
interests of, all co-participating banks having an interest therein. Alloca-
tions of mortgage loans will be made by us promptly upon receipt of the
necessary indentifying mortgage data from Prudential.

5. In the allocation or re-allocation of any mortgage loan or interest
therein hereunder, it will be assumed by us for all purposes of this agree-
ment that all mortgage loans possess like quality and attractiveness for each
dollar of the amount thereof. The terms "allocate" and "allocation" as
used herein mean, except where the context otherwise requires, the initial
transfers by us of mortgage loans either to particular co-participants or to
the mortgage pool; and the terms "reallocate" and "reallocation" as used
herein mean the subsequent transfers of mortgage loans, or interests therein,
from one or more co-participants to one or more co-participants, including
ourselves

6. We will distribute to each co-participant promptly after receipt from
Prudential its proper share of monthly interest at the rate of three and
one-half percent (3/2%) per annum (the difference between said rate and
the rate specified in the mortgages being the service'fee of Prudential and
our own service fee of one-eighth of one percent (% i of 1%) per annum)
and monthly amortization payments, which, in the case of specifically allo-
cated mortgage loans, will be the entire amount of such payments and in
the case of pool mortgage loans will be the co-participant's pro rata por-
tion thereof. We will also distribute to each co-participant promptly its
pro rata share of any commitment fee received by us from Prudential

7 As to all other payments received from Prudential, we will credit the
amount thereof to the mortgage loan or loans on account of which such pay-
ments are received, but in order to maintain the interests of all co-participants
in unpaid mortgage loans substantially on a pro rata basis, we will make
prompt distribution of such payments on substantially a pro rata basis to all
co-participants without regard to ownership of the mortgage loan or loans in
respect of which such payments were received. We also at such time, and at
the tune of any other action hereunder requiring a reallocation of mortgage
loans or interests therein, will make such reallocation of mortgage loans
and readjustment of interests therein as may Ia, required, and \\ill promptly
make any.payments or refunds due to co-participating banks

8 Notwithstanding the foregoing provisions with respect to the pro rata
furnishing of funds to Prudential and the pro rata distribution of payments
(other than amortization) received from Prudential on principal or in re-
purchase of mortgage loans, we hereby reserve the right to depart from
this procedure whenever the particular circumstances are such as to seem
to us to warrant such departure Thus, in order to avoid the necessity
for making small distributions of such payments, we may apply temporarily
such amounts in reduction of our own participation; and when the funds
requested by Prudential are small, or during any period prior to the receipt
by us from Prudential of the identifying mortgage data, we may temporarily
increase our own participation by ourselves furnishing the funds requested.
Also whenever the mortgage loans tendered by Prudential for purchase
are not of such number or nature as to enable us, u ith reallocation of out-
standing mortgage loans, to make a pro rata allocation of mortgage loans
to all co-participating banks, it is understood that we may make such allo-
cation of such further mortgage loans as seems to us at the time to be
appropriate However, we will endeavor in good faith, a, tar as practicable,
to maintain the interests of all co-participating banks, including ourselves,
on a substantially pro rata basi. in accordance with the respective total
commitments of such banks; and, in the event of any such increase or de-
crease in our own interest or that of any other co-participant, we shall en-
deavor to restore such pro rata basis as soon as feasible, either at the time
of receipt from Prudential of additional payments of such nature or at the
time of a request by it for additional funds.

9. With respect to any required real estate appraisals in the case of VA
mortgage loans, it is essential, in order for us to meet the ten day notice
provision contained in Paragraph 7 of the Prudential Agreement, that all
co-participating banks requiring such appraisals designate the same indi-
viduals as appraisers as are designated by us, to the end that each appraisal
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made by such individuals may be considered as an appraisal for each of the
co-participating banks concerned The individual- used by us in this con-
nection are Messrs Grant W Van Saun, Charles H Lafferandre, Edward
D. Wilson, Burton B Brown, Walter G Eichler and James V Tomal, Jr.,
any two of whom are authorized and empowered to make any required
appraisal, and if in your case any such appraisals are requn ed, your execu-
tion of this letter agreement will be deemed an appointment by you of such
individuals as such appraisers with the right on the part of any two of them
to make any appraisal required.

10. Upon our delivering an executed counterpart hereof to Prudential,
you will become a party to the Prudential Agreement as therein provided,
with all the rights and liabilities of a co-participating bank thereunder It
also is understood that by executing and deli ring this agreement, you
hereby make all representations and warranties required in respect of a co-
participating bank under the Prudential Agreement and also make all such
delegations of authority to Prudential as may be necessary to enable it
fully to perform and discharge all its undertakings thereunder. You also
hereby specifically represent to us that you are, and agree with us that you
will continue to be throughout the life of the Prudential Agreement, an
approved FHA mortgagee and fully eligible to invest in and hold VA mort-
gages You also hereby agree promptly to give or furnish all such further
documents or instruments, and to do all such acts and things, as either
Prudential or we as Agent, may reasonably request in connection with the
Prudential Agreement or hereunder.

11. It is understood and agreed that as agent bank we shall be fully
authorized and empowered to take any and all action that we may consider
necessary or desirable either to give effect to the rights of Prudential under
the Prudential Agreement or to protect or enforce your rights as against
Prudential or anV other party We. however, shall not he required to insti-
tute any court action or proceeding unless indemnified to our satisfaction
or to take any action except such as we in our sole ]u,lgment may consider
necessary or desirable.

12 We have made no representations with respect to, and shall not in any
way be responsible for the accuracy of, the information given or to be given
to us by Prudential or any other party, nor for the sufficiency, validity or
legal effect of any bond, note, mortgage, appraisal or other paper or gual-
anty, including the Prudential Agreement; it being understood that our sole
responsibility will be to endeavor with due care to perform the duties herein
either expressly or by necessary implication imposed upon us as agent bank

If you desire to become a co-participating bank under, and a party to. the
Prudential Agreement on the terms therein and herein set forth, will you please
so indicate by signing at the foot of this Co-participation Agreement, which we
have executed in triplIcate, returning two executed copies to us, and we there-
upon fll file in your behalf one of such executed copies with Prudential

Very truly yours.
IRVING TRTTST COMPANY,

as Agent under the Prudential Agreement
ByBy -----------------------.......... .

AttestVice President.
Attest *

Sotsstant Secrefar.Confirmed and agreed to: A stant Screta

By ----------------------------
Attest: :

Mr. ADDONIZIO. I would like to ask one question.
The CHAIRMAN Mr. Addonizio.
Mr. ADDONIZIO. I have one question I would like to ask, Mr. Jewett,

and first of all I would like to commend the Prudential for its par-
ticipation in this voluntary home mortgage credit program. I think
the Prudential has been one of the leaders in this program. I was
wondering if you would have any statistics regarding the percentage of



INVESTIGATION OF HOUSING, 1955 141

participation that the Prudential Life Insurance Co. has in the total
loans affected by this program.

Mr. JEWETT. Well, we have a slightly different method of report-
ing. I think there are 5,000 commitments that have been issued
throughout the United States. We have issued on our method of
figuring 2,000 commitments. However, when we issue a letter of intent,
we consider that we are committed. We consider that as an actual
commitment.

Mr. ADDONIZIO. Your participation is about 40 percent of the over-
all program

Mr. JEWETT. It is possible somewhat lower than that. It was higher
for a while.

Mr. ADDONIZIO. Thank you.
Mr. BARRETT. Mr. Chairman, will the gentleman yield, Mr.

Addonizio?
Mr. ADDONIZIO. Yes; surely.
Mr. BARRETT. YOU reside in Newark; don't you
Mr. ADDONIZIO. Yes; the greatest little city in the world.
The CHAIRMAN. Mr. Jewett, are you making these voluntary home

mortgage credit program loans at par ?
Mr. JEWETT. I think in every instance. Excuse me, there is a 1 per-

cent charge allowable under VA.
The CHAIRMAN. Now these other participants, and I guess my

figures are out of date-my figures were that there were 3,800 loans
and that you had 2,000 of them, but apparently there have been some
changes since I had those figures. Are the other participants in the
program, to your knowledge, taking them only at heavy discounts?

Mr. JEWETT. I could not say. I think some take them at par and
some have discounted them.

The CHAIRMAN. I see.
Mr. JEWETT. We may have discounted some of ours in the field. We

do not have a direct control in Newark.
The CHAIRMAN. I am sure the answer is obvious, but I will ask,

With your broad experience, do you regard these loans that you are
making as good, sound investment risks for Prudential'

Mr. JEWETT. Well, they are loans guranteed by a Government
agency.

The (CHiir IN. That doesn't answer iy question.
Mr. JEWETT. As to the real estate involved behind them, a great

many of them have been surprisingly good real estate.
The CHAI-MN. The thing that I was getting at was the very thing

that you pointed out. Would you make these loans or do you give
sufficient examination to them to make them or just take it on the
guaranteed basis

Mr. JEWETT. In order to implement the program as rapidly as pos-
sible, and because a great many of the loans are really in isolated places,
we agreed to waive inspection as of the time of the placing of the
loan We have relied upon the VA and FHA program.

Mr. GAMiBLE. What program are you referring to?
Mr. JEWETT. The voluntary one.
Mr. G\AMBLE. That is what I thought.
The CHAIRMAN. Now, what percentage of these loans have been

made to minority groups, do vou know, or the voluntary home mort-
gage credit program
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Mr. JEWETT. Somewhere in the vicinity of 10 percent, I believe. I
am not positive.

The CHAIRMAN. I had a little experience with this voluntary home
mortgage credit program in the city of Montgomery, Ala., which is
not in my district but in the State capital city of my home State.
A builder was trying to build 200 houses for minority groups and, of
course, this act which sets up the voluntary home mortgage credit
program provides that, in the event this money is not forthcoming
for minority groups, that the President shall have authority to set up
loans straight out of the Federal Treasury for it but, before that
could be invoked, it was necessary to have a sufficient number of
requests.

These people approached 13 of the top lending agencies in America
and got 13 turndowns for minority groups, and it appeared to me
that they were unwilling to make the loans for a minority group.

Is there any feeling against them in this home-mortgage program'
Mr. JEWETT. I don't think there is any. I think it is the opposite.
The CHAIRMAN. I know it is supposed to be the opposite, but I

wondered if that had any effect generally other .than in your
company; do you know ?

Mr. JEWETT. I don't believe it has. Some of the other lenders have
been quite proud of their lending to minority groups, and this would
be certainly an adjunct to such programs.

The CHAIRMAN. I think it would be, and I am very much concerned
about it. I think that is the one field where you could really spread
out in, certainly in the remote areas of my country.

Do you think that sufficient publicity has been given to the pro-
gram-I am talking about the builders and all-in the small areas of
the country ?

Mr. JEWETT. I don't believe so.
The CHAIRMAN. I have never heard of it.
Do you have any suggestion as to how that can be done?
Mr. JEWETT. Well, I believe that the national committee is working

on contacts in remote areas, and I believe that a great many more
inquiries are beginning to flow in by way of small banks which are
the logical source of the inquiries.

The CHAIRMAN. Now, one other question, and that is on the ware-
housing.

I assume that you approve of the arrangement of warehouse financ-
ing in the type of loans that you make ?

Mr. JEWETT. Yes.
The CHAIR1MAN. Do you think that it is a safe investment for the

banks involved?
Mr. JEWETT. Definitely.
The CHAIRMAN. In any particular warehousing arrangement you

might make on any particular loan, what collateral, what security doe,
the bank have, other than your good name, which is good?

Mr. JEWETT. The bank has the loan, with the underlying physical
securities.

The CHAIRMAN. Well, as I understand it, when the tirst arrange-
ments are made, the mortgages are not completed; are they ?

Mr. JEWETT. Yes, sir.
The CHAIRMAN. All mortgages are completed?
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Mr. JEWETT. In this deal that we have every one is closed. The
houses are completed, the mortgages are dispersed.

The CHAIRMAN. At the time that you make the warehousing ar-
rangement ?

Mr. JEWETT. Yes.
The CHAIRMAN. What is the need to make it if you have the loan

completed and the mortgage in your hand?
Mr. JEWETT. The idea was so we would not be in a position in 1955

of curtailing operations, because with $700 million of those mort-
gages committed as of January 1, and with $700 million of funds al-
located to the Department for disbursement during the year, we
thought it would be wise to place some of those mortgages temporarily
with a bank.

The CIIAIRMAN. What you do then is different from the other ware-
housing we have been hearing about. You do institutional ware-
housing; is that right?

Mr. JEWETT. You might call it that.
The CHAIRMAN. Is yours a deal of holding the mortgages now until

your money comes in?
Mr. JEWETT. That's right.
The CHAIRMAN. How long does that arrangement ordinarily run?
Mr. JEWETT. Well, this is the only arrangement we have made, and

the contract provides that we will take them up by the end of June
1956.

The CHAIRMAN . In other words, you would have taken those mort-
gages, then, without the warehousing at all if you had had the financ-
ing available at that particular time ?

Mr. JEWETT. Yes, sir, we had the financing available, but we did
not wish to withdraw entirely from the market in some areas but
continued making loans to our regular builders through our regular
brokers.

The CHAIR MAN. Would you have been able-had you not had this
warehousing arrangement such as it was-those mortgages would
have had to have gone on without securing mortgage credit, certainly
from you ?

Mr. JEWE r. No. I don't think that is quite right. We would have
made the loans regardless. We were committed to make the loans.
We would have made them. We had the money to disburse during
the year, the $700 milhon for which we were committed and probably
some additional loans because there is always some mortality in any
commitment account.

The CHAIR MAN. But you didn't make the loan for what reason?
Mr. JEWETT. Because we wanted to make additional loans.
Mr. BARRETT. You said whether the loans were in good standing

or not?
Mr. JEWETT. Yes.
Mr. BARRETT. Let's hear you emphasize the good standing.
Mr. JEWErr. The banks can request us to repurchase the mortgage

before scheduled in the contract, if the loan is not in good standing,
if the borrower is in default.

Mr. ADDONIZIO. Mi. Jewett, this so-called mortgage warehousing,
I believe our previous witness, Mr Coogan, said he felt it had a
stabilizing influence on our economy. I was wondering whether you
had any comment to make about that.
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Mr. JEWETT. Well, it has a stabilizing influence because you have
a more even flow of funds into the market. You could build it up.

Mr. ADDONIZIO. You don't feel it is inflationary whatsoever?
Mr. JEWETT. Well, if carried to extremes, it would be inflationary.

If we had decided to warehouse, let us say, $2 billion instead of $350
milhon, that certainly would throw into the market a tremendous sun
of money which at that moment might not be needed.

Mr. ADDONIZIo. Thank you.
Mr. ASHLEY. Mr. Jewett, the mortgages that you turn over to, in

this case, the Irving Trust Co., on what basis are they turned over?
Do they take those at par or are they discounted and, if so, how many
points ?

Mr. JEWErT. They are at par.
Mr. ASHLEY. So the only thing the Irving Trust Co. would get

on the particular mortgages that they take would be the interest; is
that right?

Mr. JEWETT. That's right.
The CHAIRMAN. Are there any other questions?
Mr. McDoNor-G. In addition to your headquarters in Newark, I

think the next largest headquarters is in Los Angeles; isn't it?
Mr. JEWETT. That's right.
Mr. ADDONIZlo. We are happy to share the Prudential with you.
Mr. McDoNOUGH. I just want to say for the record that you have

been a great help to our building industry out there and to our gen-
eral economy and we are very happy to have you. I know that the
average size of the mortgage that you had, the loan here is $10,500.

Mr. JEWETr. That's correct.
Mr. McDoNo(UH You are dealing with the small homeowner and

the low-cost house.
Mr. JEWETT. About 75 percent of the mortgages we hold are on one-

family houses, the rest on multifamily dwellings.
Mr. MlDOXucGH. You speak here of $700 million in the United

States.
Mr. JEWETT. We operate in Canada also. We transfer some funds

to Canada sometimes, although normally they generate their own
funds.

Mr. McDoNooGH. What about Puerto Rico ?
Mr. Ji.WETr. We have not made any loans in Puerto Rico.
Mr. McDoNoa Gn. We were informed yesterday it would be a good

time to start building houses in Puerto Rico. It might help New York
City a lot.

Mr. ADDONIZIO. It could help Newark a little bit, too.
Mr. McDoNriouH. Thank you very much. I think you have been

a very helpful witness.
Mr. O'HARA. I want to add that we feel in Chicago that Prudential

has started on the new march to the mountaintop. We are very proud
of your building there and have great affection for Prudential in Chi-
cago.

Mr. JEW'ET. Thank you.
Mr. O'IT.hAR. I might add that Prudential's new skyscraper is a

contributing factor to Chicago's present great boom. Soon in the
future when I speak of Chicago as the first city of America, it won't
be a slip of the tongue.
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Mr. Mcl])IxorIIH. It was a mistake in your statistics because Los
Angeles was just reported within the last week as being the second
largest city.

lMrl O'I \n . We in Chicago welcome Los Angeles as our far west-
ern suburb. We made Los Angeles by our generoity in supporting
all of the irrigation and improvement projects that made possible
her growth. We feel toward her as a mother city toward a child
suburb.

Mr. McDoNuoGH. Thank you for your help.
The CHAmIns. . Mr. Jewett, theie is only one statement that you

make, to be perfectly frank with you, that I don't like and don't agree
with, and I think you ought to look into it.

One of the things that has always troubled me about GI and FHA
loans is after all the American taxpayer is on that note and there are
sixty-some-odd billion dollars worth of them across this country of
ours with the Federal guaranties on them. I have often wondered if
the burden was shifted without taking-observing the good banking
practices.

Don't you think you should check into those voluntary home mort-
gages?

Mr. JEWETT. Well, we could not handle the volume of business that
was put in our laps in April, May, June, and July and make in-
spections because in some of our offices, with 30 men on the staff,
we had as much as 1,500 or 2,000 applications to look at, and it was
physically impossible. Normally we inspect eve- loan, every house
on which we make a loan before we make the loan.

The CnHAIRMAN. Well, I think that ought to be done, and I believe
you will agree that that is the right kind of practice to follow.

Mr. J.EWETT. Yes, sir.
The CHAIRMAX. Any other questions, gentlemen?
Mr. YWIDNALL. M I. Jewett, isn't it true that probably the reason

you have the highest pei entage of those loans at the present time is
because your organization had movie regional offices spread out
throughout the country?

Mr. iJWFTT. Oh, yes.
Mr. WImN. iLL. And you were better equipped initially to handle

that program?
Mr. JEWETT. It certainly was, and there was a httle sales job to

be done.
Mr. WmIDALL. Incidentally, Mr. Chairman, I called Mr. Viner's

office 2 days ago and as of September 30 there were more than 5,200
FHA and VA loans placed under the voluntary mortgage program,
aggregating approximately $48 milhon. It seems that the five life-
insurance companies have been the major lenders under the program
so far, mainly because they are the ones that had more regional
offices.

Mr. JEWFTT. That's correct. It was logical for the life-insurance
industry to lead in this because we had the organizations with which
to do it.

Mr. WJmIDALL. I would like to compliment the Prudential for taking
the lead in this voluntary program. I think it can do a great job in
the country for minority groups and rural housing.
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Mr. GAMBLE. Are you satisfied with the progress being made by
the voluntary system that was set up initially through testimony of
the Prudential?

Mr. JEWETT. It took a long time to get it started. The snowball
is beginning to roll along now.

Mr. GAMBLE. It is growing?
Mr. JEWETT. It is growing definitely, and our position is being

diluted, and that is good. It means more participation by other
lenders.

Mr. GAMBLE. Are you getting it all over the country ?
Mr. JEWETT. Yes, definitely.
Mr. GAMBLE. And you are reaching those parts of the country that

needed help and for which that was set up ?
Mr. JEWETT. We have been all over the United States, and I believe

we have particularly been active in very small territories. We have
28 mortgage loan offices, and practically every one of them has made
some loans, and we do not make loans under the voluntary system in
areas in which we normally make loans. We have gone to the areas
where we normally would not be making loans because of the lack of
demand.

Mr. GAMBLE. Where there is lack of credit facilities other than what
you would furnish ?

Mr. JEWETT. Yes.
Mr GAMBLE. That was one of the arguments in favor of the plan.
Mr. JEWET. Yes.
Mr. GAMBLE. I was very much in favor of it myself.
Mr. WIDNALL. Mr. Jewett, under that program initially they try to

place a loan with mortgage lending institutions within the State,
don't they ?

Mr. JEWETT. Yes, the local lender, in the State, or in the country,
or within the township is the first one asked whether or not he will
make the loan.

Mr. WIDNALL. So it isn't a case of big life-insurance companies
going in and gobbling up business?

Mr. JEWETr. No, we would rather not.
Mr. ASHLEY. It does cost the veteran more for his loan, a veteran

in the rural areas, we will say, if he handles it through the Pruden-
tial as opposed to a direct loan from the Veterans' Administration,
isn't that correct, sir?

Mr. JEWETr. That would depend upon the locality and the controls
of the State.

Mr. ASHLEY. Well, aren't there additional charges in handling it
through the Prudential that he wouldn't run into with the VA, clo;-
ing charges, and so on ?

Mr. JEWET. I think they are about the same, but it may be that VA
operation is on a cheaper basis.

Mr. ASHLEY. I have just one question,, more, sir. You state here
that the Prudential has on its books 475,000 mortgage loans. Is that
your entire portfolio, commercial loans and all?

Mr. JEWETTr. Yes.
Mr. ASHLEY. The average of all of that is $10,500. What would

be your average loan, 60 percent or 70 percent?
Mr. JrwirT. Well, under a conventional loan we would be limitedto 75 percent by law. VA loans could be 100 percent, and has been
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in many cases, although-most of them are less, and FHA will be still
less than the VA. That is the reason for the multiple commitment
you find mentioned at the top of one page of the testimony.

The CHAIRMAN. IS the mortgage foreclosure rate higher on the
voluntary home mortgage credit loans than it is on your regular-

Mr. JEWETT. We have had it for such a short time I don't think
we have had a delinquency yet. It would take 3 years anyway to
prove anything. I would expect them, if anything, to be lower.

Mr. McDoNoUGH. There is a point that you make in your testi-
mony here that is rather revealing. You say that you have set aside
for 1956 $900 million for this purpose.

Mr. JEWETT. Yes.
Mr. McDoNou.n. Which is $200 million more than the previous

year. In other words, you anticipate a continued increase in building
during 1956?

Mr. JEWETT. Well, the demand for funds is far in excess of what
we are able to take care of, so whether it be $900 million or $1,900
million, we would be able to find the outlet for our funds.

What we have to do now is to restrict various areas somewhat so we
will not lend too much of our total assets in one area.

Mr. McDoNOUGH. Have you noticed any reaction in the increase
in interest rate and shortening of the maturity ?

Mr. JEWETT. No, it is too soon.
Mr. McDONOUGH. Do you think it will have any effect ?
Mr. JEWETT. It should have some effect. If it eliminates prospective

purchasers from the market, there are just that many less houses to
be built, but I don't believe there will be a reduction in housing starts
great enough to make itself felt for a long time. I think a million or
more houses will come along for a large number of years.

The CHAIRMAN. Any other questions, gentlemen?
Mr. McDONOUGH. Incidentally, on some of your GI loans that you

have taken in, have you run into many of those cases where they were
giving premiums for the purchase of houses in addition to the no down-
payment?

Mr. JEWETr. We tried to stay away from the builders that did that.
Whether we were always successful, I do not know. We have had
some checks made, and there was very very little of it where we were
involved, but it was being done.

Mr. MoDoNoUGH. And because of the builders this restriction on in-
creasing rate of interest and long maturity was brought about, because
the builders were lust milking the market to the limit.

Mr. JEWETT. That could be in isolated instances, I would think.
Mr. GAMBLE. Are the conditions and requirements under voluntary

the same as for other types of mortgages ?
Mr. JEWETT. Yes.
Mr. GAMBLE. Just as severe, making as much qualification, and so

forth?
Mr. JEWETT. Just how do you mean that
Mr. GAMBLE. Well, I didn't know whether the requirements would

be less than for other conventional loans.
Mr. JEWETr. On a conventional loan we have to have quite a dif-

ferent approach. For instance, we have a limitation as to the size
of a hou-e. the minimum. It is the same in a conventional loan or in
a loan under the voluntary program.
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Mr. GAMBLE. But the conditions that you require under the volun-
tary program aren't any less stringent than they are on other loans.

Mr. JEWET . I would not say so. You might make a loan on a
house without a bathroom in a rural area where you wouldn't do that in
an urban city.

Mr. GAMBLE. But that is only where located; recommended by the
local office?

Mr. J ETwrr. Yes, where it is a typical condition, where a bathroom
would be useless because of lack of water.

Mr. WIDNALL. Awhile ago you referred to trying to place an ap-
plication for minority housing with 13 institutions.

The CHAIRMAN. It finally went through for 52 of the units, and
they are being constructed for housing now. I was pleased to get
that far through it. I will check the record. I rather think yours
is the company that made the loan. I am going to check that.

Mr. WIDNALL. The last information I had on that was that there
were 41 builders applications for minority housing as of the middle of
September, and all of the builders had commitments.

The CHAIRMAN. This one finally came through. It took a lot of
turndowns from a lot of places.

Who is the president of your company?
Mr. JEWETT. Harold Shanks.
The CHAIRMAN. It is a pleasure to have you, and thank you for

meeting the deadline of completing on time.
So the committee stands in recess until 2 o'clock.
(Whereupon, at 12 30 p. m., the committee recessed until 2 p. m.)

AFTERNOON SESSION

The CHAIRMI.A\. The committee will please be in order.
Our first witness is Mr. Emil M. Keen, president of the Long Island

Home Builders Institute, who is going to discuss mortgage-credit
problems of Long Island home builders.

Will vou please identify yourself?
Mr. GILMIAN Marvin L. Gilman of Beth Page, Long Island.
Mr. ADDONIZIO. I would like the record to show that Mr. Gilman's

presence has been requested here by Congressman Lester Holtzman
of New York.

The CHAIRMAN. We are glad to have you.
Mr. GILMAN. Thank you, sir.

STATEMENT OF EMIL M. KEEN, PRESIDENT, LONG ISLAND HOME
BUILDERS INSTITUTE

Mi. KEE . Gentlemen, my name is Emil MI. Keen, and I reside at
3020 Wilson Avenue, Wantagh, N. Y., and I am president of the Long
Island Home Buildeis Institute, whose main office is located at 570
Fulton Avenue, Hempstead.

Our organization embraces all of the Long Island territory, which
includes the counties of Kings, Queens. Nassau, and Suffolk, and
covers a population of about 6 million people.

Our organization is composed of 1,100 members, of which 350 are
builder members and the balance associate members, components of
the various segments of the industry.



INVESTIGATION OF HOUSING, 1955 149

We felt that the conunittee would be interested in knowing that
since 1947 when we produced 28,000 units in these counties and have
subsequently increased the amount per year that to the end of 1955
we will have delivered 364,001 habitable units in our area, and based
on a factor of 3.2 people per family, this adds up to about 1,184,000
people.

We would also like to bring to the committee's attention that the
Long Island housing industry is probably more highly competitive
than any other area of the country, and the net result of this competi-
tion has been to provide families with housing that represents excep-
tionally good values for the dollars spent and invested.

We feel that it must be recollected that these values have been
possible despite the intensive competition or because of it at the lowest
possible cost to renters and purchasers and due to a highly developed
efficiency in the industry which has been brought about by a continu-
ing and uninterrupted market for our products by the ability to plan
and to gear housing developments into a smooth form of operation
and continuous production and to create an improved rate of produc-
tivity on the part of construction labor which is an inherent part of
our local economy and that the availability of mortgage money with
only occasional deductions in volume, employed to a high degree
through the useful elements of FHA and VA have been the causes or
the results of the development of this substantial volume in our area.

Now, with respect to FHA and VA and more significantly with
respect to the current credit restrictions which were imposed on July
30, the impact of which have not yet made itself known in our area
to any substantial degree, because of the existence at that time of out-
standing commitments and work in progress which was not affected
by the invocation of the regulation, it is our considered opinion that
the impact of these new credit restrictions will be felt from this point
on and more particularly in the spring of the year in terms of the
families who were interested and able to acquire homes under the old
regulations but are prevented from doing so under the new require-
ments.

It is also our opinion that this new regulation will impose upon the
lower-income group, which group is the particular group we feel the
Housing Act was clearly attempting to accommodate, a hardship due
to the monthly differential cost between the 25- and the 30-year term.

We do not believe that the 2 percent is in itself significant, an in-
creased downpayilent, but the differential of 5-year amortizations.

It seems that the housing controls that aim at any income bracket
below $5,000 per year income in this area are made without adequate
regard for the requirements and the needs of the growing young
families that normally fall into this lower income range.

We also would like to call to the committee's attention the impor-
tant fact that sudden changes in mortgage credit requirements break
into the orderly functioning of the housing construction industry and
it is this orderly functioning in terms of sales, steady construction, and
planned acquisition of materials and assurance of uninterrupted em-
ployment of labor that has been the foundation of the industry's
ability to build a large volume of housing at better values year after
year.
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Interruptions in this orderly functioning necessarily add to the
costs to the ultimate consumer. Therefore we have a desire to make
certain recommendations.

We wish to recommend to this committee several considerations
that we believe, if they can be placed in effect, will serve to expedite
operations and thereby enable builders to reduce overhead and other
costs to a degree that will be further reflected in stable and economical
prices for home purchasers.

These recommendations are briefly the following:
There is a need for developing conformity in the processing of ap-

plications through the two governmental implementation agencies
such as FHA and VA. We have in mind such items as the duplica-
tion of appraisals which presently exists.

The CHAIRMAN. You mean between VA and FHA?
Mr. KEEN. Yes. Here we believe a considerable amount of time

can be saved by virtue of this unrequired or unneeded duplication of
appraisals. We feel that coordination of inspections during the course
of construction is extremely essential, and here again the saving does
not necessarily indicate it is in a dollar amount as much as it indicates
it is in a time factor which is reflected in dollars ultimately.

The CHAIRMAN. Coordination is a word that covers many things.
What do you mean by that, that they don't inspect it at the proper

time or what?
Mr. KEEN. We have the problem of calling for FHA inspections

for certain elements in the construction, and for VA inspections in
certain elements of the construction by different inspectors, some-
times for the same item, like a cesspool or a roof enclosure or a founda-
tion structure, and as a result of these requisite duplicated inspec-
tions, if the inspectors do not come at the time requested, the same day,
the job must necessarily be delayed until each has examined his end
of the inspection element and reported back to the office that he is
connected with.

This can lose not just a day, in some instances it can lose as much
as 2 weeks' time.

Mr. ADDONIZIO. Which means money to the builder.
Mr. KEEN. It means money to the consumer too. Whatever adds

up to the builder's cost, adds up to the consumer's cost too.
The CHAIRMAN. All right.
Mr. KEEN. We feel that a development of uniformity in the

minimum property requirements and minimum construction require-
ments of both agencies is essential. We can see no justifiable reason
for differentiation in this respect, as a good home should be built in
either case, and there should be no distinction between the two Gov-
ernment agencies as to what constitutes acceptable compliance, and
this, we feel, is a matter of local interpretation, where the chief archi-
tectural individual of each agency sets his own interpretation of the
MPR, which can only result in confusion and conflict in the field.

Mr. BARRETr. You mean if the building meets the zoning of that
respective city or county, that ought to be acceptable to the FHA
or VA?

Mr. KEEN. No, sir; we are referring to the property standards
required by both agencies as far as construction compliance is con-
cerned. These standards are supposedly set up in the minimum prop-
erty requirements form and are to be applicable by both agencies in
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the same area on the same construction project, but local officials of
each agency may take different interpretations, inasmuch as every-
thing is not spelled out literally and there are certain interpretive
values involved, and as a result of the variation in interpretation by
the local appraisal officer, there adds up to confusion on the job as to
what is acceptable to FHA may not be acceptable to VA or vice versa.

Mr. ADDONIZIo. What seems to be the basic differences 2

Mr. KEEN. Well, I can mention a few of the items if that is what
you are referring to specifically. I think that if you will let me get
through the construction requirement recommendation, we might get
back to an answer to these particular questions.

The CHAIRMAN. All right.
Mr. KEEN. To illustrate this item briefly but not completely, we

point out that there are certain differences required by each agency
as far as bolt anchorages in foundations. On this bolt anchorage in
foundations we find FHA says it is not essential in our area to install
bolts in foundations, and the VA says we want bolts in the foundations,
and therefore you had better put them in.

The setting of face nails and facial material on the exterior trim
on the building is required by VA and not required by FHA.

The painting of galvanized sheet metal is required by one agency
and not by the other.

Floor finishing is required by one and not required by the other,
and leaders and gutters are required by VA on all structures and not
required by FHA where structures are built in conformity with cer-
tain practices.

These requirements impose upon each builder a severe supervi-
sional problem which again adds to the ultimate consumer cost.

Now, we have made up-we don't have it at present, but can make it
available to this committee-a list of differences required by each
agency as far as construction elements are concerned.

The CHAIRMAN. We would like to have that incorporated in the
record. If you will furnish that for the record, we will order it in-
corporated at the end of your testimony.

Mr. KEEN. Thank you.
Then we get into another element of conflict within the operation

of the agencies, and this is what we call double escrows.
This is an example in case of certain off-site improvements in a

subdivision, the completion of which are unable to take place at the
time of the closing or passing of title because of weather or working
conditions.

These off-site improvements might consist of curbs or sidewalks or
roadways or something of that nature, and they have not been com-
pleted because of the normal progress of the operation or because of
weather conditions.

In one case we find the agency says we want a cash escrow deposited
with the lender when title is passed on this structure so that the
money will be available for the completion of this item when time and
weather permits.

Another agency says if you are closing or passing title on this struc-
ture, we wish you to post an escrow sum sufficient to cover not just
this one structure upon which you are passing title, but the entire
block or maybe this block and an adjoining block, so that you prohibit
the possibility of this house being left on an uncompleted street.
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It happens that in our area every subdivision must post a subdivi-
sion completion bond to the municipality in which it is being con-
structed.

Mr. GAMBLE. That is under ordinance, isn't it
Mr. KEEN. Yes; and as a result of the bond, and the bond require-

ments, it can impose a hardship on the builder; when he gets to the
completion of the house and ready for transferring the title, we find
each agency asking for a separate escrow, and he is in a position
where he has triple indemnifications, one to each agency and one to the
local municipality. If it were just paper indemnification-because
he intends completion-but where each indemnification requires the
posting of a collateral sum of money or like item or element, that im-
poses on a good many of the builders a tremendous strain wherein they
have their capital tied up in escrows and bonds instead of in working
operation for the job until its ultimate delivery.

This, of course, adds not only a certain element of delay in the com-
pletion and relieving of all of these requirements, but it adds cost,
because when he must borrow funds for these purposes, he must pay
an interest rate for the acquisition of these funds.

Recollecting that the Servicemen's Readjustment Act will expire in
June 1957, and further recollecting that there may be reasons why it
may not be extended, we believe that consideration should be given
to developing some form of incorporating the program into the struc-
ture of FHA with possibly some reasonably preferential treatmen t

being established for veterans.
Now, we just feel something ought to be done to continue this pro-

gram without necessarily continuing the exact wording of the act,
if it is Congress' intent to continue the benefits that veterans of World
War II may have under the Home Loan or Servicemen's Readjust-
ment Act, which is scheduled to expire in July 1957, and we feel that
while we could proceed in some detail with a number of elements that
affect the housing industry in our area, we do not wish to belabor the
committee with all of the factors in mind, and that if there are any
questions, we would be happy to attempt to answer them, and we have
been very appreciative of the opportunity of coming up here and
speaking to the committee on this subject.

Mr. BARRETT. May I ask you this question:
What would you suggest to improve the conditions in order that an

application might be expedited for completion?
Mr. KEEN. Of a structure?
Mr. BARRETT. Yes.
Mr. KEEN. Where these off-site improvements have not been com-

pleted ?
Mr. BARRETT. I assume now from what you are reading there, your

statements, that the operations meet the building code of the munici-
pality and also the zoning code.

Mr. KEEN. Yes, sir.
Mr. BARRETT. Even though you point out that one agency says we

will not pass your bolting down of the beams of the uprights, another
agency comes along and says, "that is acceptable to us."

What would you submit to improve the conditions in order to
facilitate the completion of the building?

Mr. KEEN. We would recommend that a spelled-out clarification of
the minimum-property requirements be established at the Washington
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level and each local department head informed that these are the
requirements that will hold for FHA and for VA programs, and that
there is no need for distinction in interpretation on the part of the
local chief appraiser as far as any of these elements are concerned,
and if he feels personally that there should be a distinction in any one
of these items, he should have, of course, every right to go to Wash-
ington and say in our area you can't do this. He may prove then that
in this area bolts are required, and therefore both agencies should
require bolts, or it may be established without any question that bolts
are not required and therefore both agencies will conform to this
requirement, and this goes right through the entire list of minimum
property requirements.

We are not taking the position that we are looking for a minimum
but we are simply looking for a position of clarification; what do we
live up to, this agency's request or the other agency's request?

The CHAIRMAN. Well, let's see if we can't get it clarified a minute.
What you are talking about is the duplication; first of services between
VA and FHA, and, secondly, you are looking for a more spelled-out
specification of appraisals and so forth?

Mr. KEEN. Yes, sir.
The CHAIRMAN. Now, this committee has been told by many people

since we have been in New York that the trouble with the FHA and
the VA is that they want everything done in Washington and that
they don't give at the local level-I am talking about the regional
offices-any consideration to the various factors that enter into home
building in those respective areas.

For instance, we saw an apartment building since we have been in
New York where the man would not take FHA insurance because
the requirement of FHA was so strict about certain things it would
cost him $4 million more to build it at the FHA-spelled-out require-
ment. So it seems a bit difficult to me to see how you can be going
and coming with one set of plans and specifications all spelled out
specifically nationwide, and Washington has to operate nationwide,
not just for Long Island, and on the other basis complain-I am not
saying you are, but I am thinking of these other problems we have had
before the committee, that no local determination and no power and
authority is given to the essential changes affecting that area.

Now, which way shall we go? Shall we recommend more power
to the local people or shall we go back to Washington for every
spelled-out decision?

What do you think about that, Mr. Keen ?
Mr. KEEN. I think there should be considerable latitude in the

local areas, because the local areas are more cognizant of the problems
than Washington is.

Furthermore, I think Washington should not be burdened with
every little problem that arises in the local area. However, at the
local area we don't see any reason why for a construction item-an
engineering item which has a series of set and established facts, pluses
and minuses-we can't have a determining individual who w;'1 say,
"This is in conformity to these regulations for FHA and VA."

Whether that individual will be the chief appraiser of FHA or of
VA or a separate individual, that isn't important; that isn't the
important element. We should have complete agreement.

68692-55-pt. 1-11



154 INVESTIGATION OF HOUSING, 1955

We know nothing-at least I know nothing-about the apartment
house arrangement, because we are primarily a homebuilding organi-
zation.

Mr. GAMBLE. You don't have any apartments particularly in your
section outside of Brooklyn and Queens, do you?

Mr. KEEN. That's right.
The CHAIRMAN. Well, are you recommending to the committee

that the same identical appraisals for VA and FHA be one and the
same?

Mr. KEEN. I would like a distinction there, if you will permit.
Under the FHA program an appraisal does not have to come up

to selling price for a builder to proceed with his program.
Under the VA arrangement, an appraisal must come up to or ex-

ceed selling price for the builder to proceed.
This creates a two-pronged burden. He must get FHA approval

in a certain amount and he must get VA approval. The methods
by which each agency arrives at their appraisal figures are some-
what different. This could be improved.

The CHAIRMAN. I think you are right on that.
Mr. KEEN. The important factor that we feel is indigenous to the

area and is extremely essential as far as minimizing the time load in
construction operations is to get a distinction spelled out for require
ments, for the type of wood and the type of concrete and the type of
roof material and the size of rooms, and the setback areas and all
of those engineering items or construction items that fall into this
commodity, because every restriction or hampering item that is im-
posed by a local agency or a chief appraiser in setting up his own
personal interpretation of what is good or bad for the industry simply
adds to the delay in time and the ultimate cost in the product.

Mr. GAMBLE. Well, we can agree with you on those appraisals, but
try to get the VA to agree with you.

The CHAIRMAN. Of course, we have the human element of appraisers
which enters into it. We have looked at a lot of homes with another
committee that you are talking about on Long Island, with a VA com-
mittee a good many years-Ralph, and some of us-and one of the
troubles that we found then was this duplication of appraisal.

Would you recommend to the committee-and I ask this only as a
question-that the same appraisers appraise VA houses as appraise
FHA?

Mr. KEEN. Yes, sir; I would.
May I call to the committee's attention the existence prior to July

1950 of what was known as the section 505-A method of financing
under which-and this is only by pattern and not interest in reviving
a particular plan-but under this plan the FHA processed the sub-
division, processed the submissions for construction, issued condi-
tional commitments, made the credit analysis of the purchaser, and
did all of the construction inspections.

VA got into the program through the issuance of a certificate of
reasonable value and a subdivision development approval.

The CIHAIRMAN. You see, our real trouble is that last thing you
said. You can't get an amendment to the VA Act very easily, I will
assure you, in the light of that viewpoint of the veterans' organiza-
tions about it, that would in anyway change that certificate of reason-
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able value requirement, and as a result how could an FHA appraiser
arrive at the reasonable value determination on a VA loan?

Mr. KEEN. No, not by the present method; this could not be accom-
plished.

The CIAIRMAN. So it is basic; it gets into the act itself.
I can see where there should be no duplication of appraisals and

it doesn't seem necessary to have one group running on one part and
one group on another, but basically, the VA Act is a different act to the
FHA Act, with preferential treatments given to the veterans under
it, and I don't need to tell you as an experienced homebuilder that the
Congress always been very-well, I will say very jealous of that
preferential treatment being retained for the veterans.

How about giving us a real concrete suggestion on what you think
ought to be incorporated in either act that would help to avoid the
duplication of appraisals? What do you think could be done with
that?

Mr. KEEN. Well, the first thing that must be done is to establish a
clear-cut definition of what is required and what is not required in
the local area constructionwise. That is one element.

Another element that can be accomplished is establishing one system
of inspections for construction, whether VA makes the inspections
and FHA accepts them or FHA makes the inspection and VA accepts
them; but one agency should accept the inspections of the other agency
without saying, "We will inspect their inspections."

If those two things could be accomplished it would be a definite move
in the direction of expediting completion of units.

The CHAIRMAN. And in the long run would save money for the
ultimate purchaser.

Mr. KEEN. There is not question about it.
Mr. ADDONIZIO. Mr. Keen?
The CHAIRMAN. Mr. Addonizio.
Mr. ADDONIZIO. On page 4 of your statement or letter I think you

raise a very interesting program in reference to the expiration of the
Servicemen's Readjustment Act. However, I would not want the
record to stand and let it be believed that this committee just accepted
and gave blanket approval to this recommendation of yours.

However, I think it is worthy of some serious consideration by the
Congress and by this committee, and I think that what it should call
for is some further hearings and study on it.

The CHAIRMAN. Are you talking about on the VA, Mr. Addonizio?
Mr. ADDONIZIO. Yes.
The CHAIRMAN. As a matter of fact, the VA housing, is outside the

field of this committee and is under the jurisdiction presently of an-
other committee, and whereas you make that recommendation and we
have other recommendations to be made in the offing, but until that
hot potato is finally dumped in our laps, there is nothing that we can
do with it in these investigations. Another committee of the Con-
gress is looking into that phase of it, which is the committee of the
Veterans' Administration.

Mr. GAMBLE. They are making an investigation now, are they not,
and getting ready to make some recommendations?

The CHAIRMAN. Their recommendations may throw the matter into
our committee for study, but until that is done, it is not under our
jurisdiction.
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Mr. GAMBLE. But they expect to bring in some recommendations,
do they not?

The CHAIRMAN. I am sure they do.
Let's talk about credit for a bit. I know you touched on it, and as

a home builder are vitally concerned with it.
What do you think is going to be the impact of the increase in

downpayments-you say you didn't think that would amount to
much-but the cutting down of the length of the term, what is going
to be the result of that?

Mr. KEEN. To the purchasers who are able to buy homes under
$10,000, they will be affected because a difference of $3, $4, or $6 a
month in the payments is sometimes a difference between their being
rejected or getting credit approval. This covers the income group
around $5,000. We don't think the income group that fits into the
$12,000 to $18,000 price range will be seriously affected because if
they can't get approval for the higher priced unit, they can step down
a few thousand dollars and obtain a house.

But when you get to $10,000, you are getting into such basic hous-
ing they have no place to step if they cannot get credit approval, and
that 5-year differential in length of term is a very important feature.

The CHAIRMAN. Let's look at the 2-percent aspect of the downpay-
ments, since you have mentioned it.

In some areas there is no downpayment. Do you think the 2 percent
will have an effect on curtailing sales ?

Mr. KEEN. No; I don't.
The CHAIRMAN. What do you think of the reverse? We had a

recommendation this morning that the time could be easily 30 years
for the life of a loan and could possibly be extended; what do you
think about it

Mr. KEEN. I am very much in favor of anything that will lower
the monthly carrying charges, because I think in the long run that
everyone will take care of their obligations. The banks indicate at
the present time that payoffs on mortgages are running between 10
and 12 ears, not 25 and 30 years.

The CHAIRMAN. That's correct.
Mr. GAMBLE. They are prepaying are they?
Mr. KEEN. Yes; they are paying in advance, but they need the start.

When they move into the house, they must buy furnishings, equip-
ment, and other things. They need all of the cash they can accumu-
late to set that house up, but once the house is set up and they continue
their working and income program, then their interest is in liquidat-
ing the obligation as quickly as possible so they have a home without
a mortgage.

I think this is one of the primary reasons that payoffs have been so
much faster than the total amortization available.

The CHAIRMAN. Any questions, gentlemen
Mr. ASHLEY. Is that in the lower income bracket groups that this

prepayment is taking place too?
Mr. KEEN. It is taking place through all of the groups.
Mr. ASHLEY. It is.
Mr. KEEN. Yes.
The CHAIRMAN. Any other questions?
Mr. O'HARA. What is the cost range of the homes you are buildingin Long Island, these approximately 40,000 new units a year?
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Mr. KEEN, I would guesstimate, if you will accept that word, sir,
since we have no factual survey, that the preponderence of units, pos-
sibly 70 to 80 percent, are in the $12,000 to $18,000 range; 10 to 15 per-
cent are in the below-$12,000 range, and the remainder are in the
above-$18,000 range.

Mr. O'HARA. What is the lowest price
Mr. KEEN. $7,000 is the lowest priced available housing unit at the

present time.
Mr. O'Ha A. And is that lower than the figure of 2 or 3 years ago?
Mr. KEEN. No, sir; it is higher.
Mr. O'HAEA. The cost of producing homes is going up all of the

time?
Mr. KEEN. Yes, sir; every year.
Mr. O'HARA. Of course you have given thought to the problem that

is in our minds constantly, how to bring the cost of houses, homes,
down to the price level of many of our people.

Mr. KEEN. There are only two ways.
Mr. O'HARA. And what are they, sir ?
Mr. KEEN. To increase productivity by reducing the time factor

of building units and by lengthening the mortgage term so that people
can own them at less dollars per month, because we do not believe in
any realistic degree that labor will accept a concession as far as in-
come is concerned. We feel that nothing will happen except that labor
will look for more demands whether it is wage increases or fringe
benefits, and every time labor gets an increase, all of the materials in
the product increase in cost, and this increases the ultimate cost, and
as the density of population in the area increases, the land costs in-
crease and the off-site improvement costs increase, so we can foresee
nothing but increased housing costs in our area unless we can improve
productivity, which is one thing that uniformity of construction re-
quirements within the agencies, and acceptance of inspections, might
help. That is one way of increasing productivity, and the other is by
extension of mortgage terms which permit a man of a lower income to
live in that housing unit and have the availability of more years to
pay for it.

Mr. O'HARA. IS it possible that further research will develop a new
type of residence, the cost of which will be materially less?

Mr. KEEN. It is possible, sir, but from a practical point of view I
am not sure that it will work out.

Mr. O'HARA. And the building industry is not particularly inter-
ested in that research as long as there is a market for the houses of
the present price setup, is that not right ?

Mr. KEEN. No, sir; I would say that is not right. The building
industry is very definitely interested in a research program, which is
currently going on, at our Washington headquarters and in our local
areas through our construction and research committee, to find better
materials and more adaptable materials and less expensive materials
and methods which will result in savings. This is a constant job, and
We are applying ourselves to it constantly in cooperation with Pro-
ducers' Council, the manufacturers of all of the components.

Mr. O'HARA. Well, is your industry contributing to a research fund ?
Mr. KEEN. Yes, sir; we are, through our national association.
Mr. O'HARA. How much money is contributed to that fund? I

have in mind the Department of Defense is spending $1 billion a year
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for research only; that is, not making anything, that is just research.
Now, how much money would you say is being spent in research in the
building industry?

Mr. KEEN. I could not venture a specific guess because I do not
know, but I would just say that it is a substantial sum.

Mr. O'HARA. Well, you will agree with me, I am sure, that the
main objective I would say of all of these congressional studies is to
find some way of bringing houses within the reach of all of our
people.

Mr. KEEN. Yes, sir; I presume that is the objective implied. I feel
that where the elements get mixed up are in the detailing of opera-
tions at a local level, because at the national level all that can be
evolved is the theory of what is the best thing to do for the people,
but the working elements must be worked out at the local level and
at that level these elements should be cleared up to minimize confusion,
conflicts, and overriding elements of time.

Mr. O'HARA. In the Long Island area do you provide housing for
minority groups?

Mr. KEEN. Sir?
Mr. O'HARA. In the Long Island area there is housing for the

minority groups?
Mr. KEEN. We have some interracial areas existing; yes.
Mr. O'HARA. Have you any racial problem there?
Mr. KEEN. If you would define the word "problem," I might be able

to answer it. I would say from the point of view-
Mr. O'HARA. Well, then, let's put it in plain words. Have you any

reflection of the segregation problem in Long Island
Mr. KEEN. Yes, sir; we have.
Mr. O'HARA. Is it possible for one of the minority groups to get

a home in every area in Long Island where you are building?
Mr. KEEN. No, sir; it isn't.
Mr. O'HARA. Do they sometimes apply?
Mr. KEEN. Yes, sir; they do.
Mr. O'HARA. And they are turned down?
Mr. KEEN. I would say they are turned down; yes.
Mr. O'HARA. And this is in New York and not in Mississippi.
Mr. KEEN. Yes, sir.
Mr. O'HARA. Thank you, sir.
Mr. GAMBLE. May I ask you in answer to one question the gentle-

man just raised about new materials, the National Association of
Home Builders just completed a building where they are having a
number of floors for exhibits on new construction, new types of every-
thing, and the purpose of that is to acquaint the builders and the
people generally of the new types of construction and the new types
of materials; is that not correct?

Mr. KEEN. Yes, sir; and it is open to the entire public, not just to
builders alone.

Mr. GAMBLE. Oh, yes; it is. I haven't seen it, but I understand it is
a very fine and a very inclusive exhibit, and it is going to be changed
from time to time and the manufacturers of building materials have
been interested and many of them have taken space there and others
are trying to get space.

Mr. KEEN. We think it is a tremendous symbol of the stature
of the home-building industry in this country and we would like to
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invite everyone of you gentlemen to come through our guided tour and
show you the entire housing center.

Mr. GAMBLE. Now, just one other question and that is on page
4 when you speak of these bonds, I said, was that done by ordinance
and you said, "Yes." Was there an ordinance of the county of Nassau
or was it-it wasn't every community, was it? It is a county problem
and we ran into it when Mr. Raines committee was down in Long
Island a couple of years ago, and I had wondered and I had heard
that the Nassau County Board of Supervisors had taken action to
see that there was a continuity against the county, through the county.

Mr. KEEN. In Nassau County that is quite so. In Suffolk County
there are different areas with different requisites as far as bonding
requirements for off-site improvements are concerned. This is in
the process of integration at the moment. We hope that within a
year that will be accomplished.

Mr. GAMBLE. Well, that is what we found in Suffolk when we were
down there.

Mr. KEEN. Yes, sir; it still exists.
Mr. GAMBLE. Every community had its own law or its own zoning,

or its own sanitary requirements, and so forth, and in some places
there weren't any at all. That is all, Mr. Chairman. I just wanted
to clear that up.

Mr. WImNALL. Mr. Keen, you have made some specific recommen-
dations which were very good with respect to "inspections" and the
"uniformity of development of property with minimum property re-
quirements and minimum construction requirements." Don't you feel
that they are dependent upon each other, that you couldn't coordinate
inspections without having the same minimum requirements?

Mr. KEEN. I feel-or we feel in the industry that there is no need
whatsoever to have 2 inspectors come out and spend their time in-
specting the identical item; that 1 inspector should be qualified and
competent enough to do this job. And if he isn't he shouldn't be in
the job. Therefore, one agency should accept the inspection of the
other agency.

Mr. WIDNALL. I agree with you, Mr. Keen, as to inspections, but if
he is charged, as a VA inspector, with just seeing that that house meets
the minimum requirements of the VA, how can he certify it for the
FHA?

Mr. KEEN. There isn't any reason why he can't, inasmuch as the
MPR's established for both the FHA and VA are an identical piece
of literature and it is only interpretation that makes a difference. In
addition, the MPR's are established as a basic guide for builder, engi-
neer, architect, and agency. The builder builds what he submits in
his original processing, as far as the plans and specifications are con-
cerned. This inspector is to determine whether the building is in
conformity with plans and specifications as submitted, and in addition
thereto, to the minimum normal requirements of the agency.

Now if one inspector isn't suitable to inspect it and certify it to the
other agency, then I think there is something wrong with the inspection
program.

Mr. WIDNALL. I think your recommendations are very wholesome
along that line. I would just like to ask you this question, coming
back to what Mr. O'Hara said. Isn't there a New York State law
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that says a mortgage application can't be turned down because of a
minority request

Mr. KEEN. There happens to be in New York State an amendment
known as the Baker-Metcalf amendment, effective since July 1, 1955,
which says that no builder working under an FHA or VA program
may refuse to sell to any applicant because of race, color, or creed.
This is an existing law.

Mr. GAMBLE. That was July 1, 1955, you said?
Mr. KEEN. Yes, sir; this year. However, between the wording of

the law and its practical application in the field, there is a wide
variance of area, so from a practical point of view when this gentle-
man asked me whether they were turned down; in brief, they are.
Whether they are turned down by the lender or by the agency or by the
real-estate firm selling the houses or by the builder, at this moment I
don't feel is too important. They are turned down because it repre-
sents a very serious problem, as far as the builder and his community
and his township is concerned.

Mr. O'HARA. Well, if they are turned down by the agency, do you
mean a Federal agency ?

Mr. KEEN. I wouldn't say that, sir.
Mr. BARRETT. Mr. Keen, may I ask you this question: What is the

processing situation for FHA and GI loans, and how long does it take
to process a loan through FHA and GI?

Mr. KEEN. FHA origination processing; that is, from submission to
the issuance of conditional commitments, is very good in our area,
between 2 and 3 weeks, which we consider very good.

Mr. GAMBLE. It has stepped up very much in the past year, too;
has it not?

Mr. KFEN. Yes; we find no fault with it at the moment.
Mr. GAMBLE. You were submerged for a while.
Mr. KEEN. VA processing is delayed at the moment, running as long

as 12 weeks.
Mr. BARRETr. What causes the FHA delay?
Mr. KEEN. There is no FHA delay. It is the VA delay in origina-

tion processes.
Mr. BARETT. What causes that and how can it be speeded up
Mr. KEEN. I am not familiar with the interworkings of the VA

Home Loan Section, but the information that I get from our builder
members is that it seems to move very slowly from desk to desk within
that agency and if per chance there is any element of the submission
that is missing or unsigned, instead of it being shunted momentarily
until that element is filled in to the processing, the entire batch is
taken back to the origination section and started from scratch again,
so if his happens a couple of times, it can result in tremendous delays
for a developer.

Mr. BARRETT. You wouldn't say it was due to insuffcient help,
would you?

Mr. KEEN. I would, and I would also say it is due to incompetent
help.

Mr. ADDONIZIo. I have one more question, Mr. Chairman.
The CHAIRMAN. All right, Mr. Addonizio.
Mr. ADDONIZIO. I am sure that you are familiar with the Housing

Act of 1949. If you remember, under that act we had a housing re-
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search program which I believe was terminated in 1953. Would you
support a renewal or revival of that housing research program?

Mr. KEEN. We would be in favor of any research program that
would develop better methods of materials and help to reduce costs
and improve housing, if this is what you are pointing at.

The CHAIRMAN. Thank you, Mr. Keen.
We have another witness along the same line, gentlemen, and I want

to stay on the schedule today.
Go ahead, Mr. Ashley.
Mr. ASHLEY. Just three short questions. I have been impressed by

your figures showing the postwar building activity in Long Island.
Now just taking 1 year, your 1955 figures of 42,000 dwelling units,
what was the average cost of those units, do you know?

Mr. KEEN. NO, sir; but it would be somewhere in the $12,000 to
$14,000 area.

Mr. ASHLEY. To what age group were those units sold, can you tell
me that?

Mr. KEEN. The figures that we have available at the moment which
are by no means conclusive indicate that they are in the age group
running from 28 to 35.

Mr. ASHLEY. And can you tell me of the number of units of these
42,000 which were sold to members of minority groups?

Mr. KEEN. I don't have those figures.
Mr. ASHLEY. Could you give me an estimate of how many were sold

to Negroes?
Mr. KEEN. Maybe a couple of thousand, say somewhere in the vi-

cinity of a couple of thousand units.
Mr. ASHLEY. Roughly 3 percent.
Mr. KEEN. Yes, between 3 and 5 percent.
Mr. ASHLEY. Would that 2,000 units or 3 percent be in 1 area?
Mr. KEEN. No, sir; that would be spread around Brooklyn, Queens,

and Nassau.
Mr. GAMBLE. Are Levitt's operations completed now down in

Levittown ?
Mr. KEEN. Yes, they have been completed since 1952.
Mr. GAMBLE. And he is out in-
Mr. KEEN. Bucks County, Pa.
The CHAIRMAN. Thank you very much for appearing, Mr. Keen,

and we appreciate your contribution.
With Mr. Keen is Mr. Gilman. Are you from Long Island also,

Mr. Gilman?
Mr. GILMAN. I am.
The CHAIRMAN. I understand you want to summarize your state-

ment and comment on it; is that correct?
Mr. GILMAN. That is correct.
The CHAIRMAN. We will be glad to hear from you, Mr. Gilman.

STATEMENT OF MARVIN S. GILMAN, BETHPAGE, LONG ISLAND,
MEMBER, LONG ISLAND HOME BUILDERS INSTITUTE, INC.

Mr. GILANX. Mr. Chairman and members of the committee, my
name is Marvin S. Gilman and I reside at 4013 Jean Avenue, Beth-
page, Long Island. I am a builder member of the Long Island Home
Builders Institute, Inc., the office of which is located at 570 Fulton
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Avenue, Hempstead, Long Island, and since January 1, 1955, I have
been chairman of the committee on neighborhood renewal (formerly
slum rehabilitation committee) of the Long Island Home Builders
Institute, Inc.

And since Mr. Keen has given you all of the background on the
organization, I won't try to cover it. I would like to cover an area, Mr.
Keen did not cover-urban or suburban renewal, as it affects us in
Long Island. I understand from reading the newspapers you had
a good deal of information on that, as far as urban problems are con-
cerned. We will not comment on that but we find we have problems
of roughly a similar nature in our own areas. Our institute, in the
early part of 1955, established a committee on rehabilitation, which
committee was shortly changed to a committee on neighborhood re-
newal, apparently a much more desirable name for the general public.

The purpose of the establishment of this committee was to ascertain
through the working together of builders, architects, engineers, and
other members of our organization what problems there were m
suburban Long Island for neighborhood renewal.

We found pretty much in common with the experience in the rest
of the United States also in suburban areas that plight was wide-
spread even in our relatively new communities.

I would like to address myself to the problems that we find in
trying to reverse this problem of spreading blight through the use
of the mechanism and procedures set down in the Housing Act of
1954 and the subsequent amendments of 1955. First, as to the work-
able program, as an organization we agree wholeheartedly in the prin-
ciple of the workable program, but our problem is not one of concen-
trated urban decay in large urban centers, and the problem must be
handled, therefore, by a multiplicity of incorporated villages, small
cities, and townships which govern unincorporated areas. Normally
the facilities of this type of governing body for the formulation of
the type of workable program required by HHFA are inadequate.

I believe the framers of the act in Congress saw this problem and
provided for the planning advance. However, we get ours into a
decision in regard to the planning advance. We want a workable pro-
gram for the municipality. A workable program requires a consid-
eration of various factors including codes and ordinances of the munic-
ipality. In order to get the planning advance to work out, the work-
able program, which includes the codes and ordinances, we find we
have to submit the codes and ordinances to get the planning advance
to work out the workable program to get the study of the codes and
ordinances.

We would like to suggest that the commission of the workable pro-
gram, particularly in small communities, would be facilitated by an
amendment to the act which would enable the granting of-perhaps
you might call it a preliminary planning advance to a central planning
agency in suburban areas, possibly a county planning commission, so
that the advance would, by its terms, be earmarked for use throughout
the jurisdiction for the development either of the information neces-
sary for the individual municipalities to qualify for planning advances
of their own or for the submission by the municipalities of workable
programs.

I would like also to touch on some of the aspects of, as we see it,
the operations of section 220. I think you have heard a word or two
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here in the past few days about the unrealistic attitude of the Federal
Housing Administration in its rules, regulations, and procedures pro-
mulgated under the 1954 act. We find what we foresee as one of our
greatest difficulties in operating under this act and one of the difficul-
ties we have in interesting any of our builders in coming into this
program is that normally the FHA underwriter considers a loan in
terms of traditional neighborhood appraisal standards.

Now although the act specifically authorizes the FHA to consider
a loan, without regard to surrounding neighborhood, this is something
which the local underwriting office must have clear direction from the
Commissioner. We believe that the intent of Congress for more real-
istic determination by the local underwriter, which is set forth very
clearly by the change of estimated value to estimated replacement
cost in the act. We think here it is a question of communication. I
think the underwriters in the local office should be apprised by the
Commissioner in Washington as to just what the intent of Congress
was. We have also in relation to section 220 another problem, and
that is the question of builders' profits, a fairly legitimate concern of
ours, we feel.

We believe that the cost certification requirements that you estab-
lished in the 1954 act and have carried forth into the 1955 act are
excellent. We agree with them. We have no argument at this time
with the cost certification. We believe what you have succeeded in
doing is making it impossible for a builder to make any money on the
mortgage proceeds.

The money that we are concerned with is the money that the builder
is entitled to make on the construction. Now, although the act never
states how much of a profit FHA in its calculations is to allow the
builder, I believe your conference reports recommended that the FHA
should establish a ceiling not in excess of 10 percent. This, however,
I understand, is discretionary with the agency and in no case has FHA
come up with a figure higher than 6 percent, and this 6 percent is not
even a realistic figure, because the FHA bases it solely on the cost of
construction.

It doesn't take into account the cost of land and the various carrying
charges, legal fees, organizational expenses, taxes, interest, FHA
fees, that must be borne by the builders.

The CHAIarAN. We understood on the project approved here in
New York only a day or two ago, or a week ago, that it was seven and
a half percent.

Mr. GILMAN. Well, I don't know the source of the committee's in-
formation, but we understood from inquiring of Washington FHA
that it was 5 percent.

Mr. AsHLEY. Five or six
Mr. GILMAN. We were informed by FHA in Washington that it was

five.
The CHAIRMAN. I will say, however, that our information from

someone who testified also included overhead, which might be the
figure which you got after cutting it down.

Mr. GILMAN. We got a 5-percent figure. We won't make any de-
cision for the urban builders. They may be able to work on 5 percent
in gigantic metropolitan redevelopments. In the suburbs that is
patently impossible. We are not New York City. We do not con-
template projects going up 12 stories, covering square miles. We
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think we have another difficulty. We have found that the only way
we are going to be able to get this urban renewal off the ground in
our suburban areas is by establishing what I will call cooperative
corporations.

I will mention parenthetically out on Long Island we have estab-
lished the only such renewal corporation. This is a cooperative ven-
ture on the part of various builders, none of whom are experienced
large-scale multiple-dwelling builders. All of them have built some
multiple dwelling buildings, all of them have done some redevelop-
ment work, but we feel only by them grouping together in a single
corporation can we get the job done. Here we run into a problem on
the special procedure of FHA requiring information about the com-
position of the builder groups as to past experience, particularly in
relation to 608. We can understand this requirement on the part of
FHA where one or more builders forms a large part of the corpora-
tion, but we cannot see in corporations such as ours where no one
builder represents even as much as 10 percent of the total stock in
the corporation, where this information is of any value to either the
Government or anybody else.

All it does is stop us from getting the benefit in even a small way of
the men most experienced in the field. We feel also that Congress,
even without sections 220 and 221 of the Housing Act had established
rehabilitation mechanisms which go unrecognized in the field. We
believe that by its terms your section 207 is a rehabilitation mechanism
and may be used to finance and rehabilitate its structure.

We would propose two modifications so that 207 could be used in
areas that do not have a workable program or in areas that do have a
workable program prior to the completion of the processing necessary
for 220 insurance. I am sure all 220 insurance is not going to take 18
months to process, but until the time is cut down, we believe 207 can be
used, 1, the present regulation of FHA to the effect that at least 50
percent of the mortgage proceeds under the 207 rehabilitation mort-
gage must be used for rehabilitation of the structure should be modi-
fied to a more realistic figure, perhaps in the neighborhood of 25
percent.

I believe under 220 you use a figure of 20 percent for use of
mortgage proceeds in rehabilitation.

2. The minimum property requirements in the case of 207 reha-
bilitation should be flexible enough so that the program may be ef-
fectively used. If the agency insists on using the same minimum
property requirements for a rehabilitated structure in terms of room
size, and so forth, that they are using for new structures, we will
get no rehabilitation work done under 207.

In addition, No. 3, the underwriters should be instructed in these
cases to deemphasize again the effect of the surrounding neighbor-
hood where the proposed project is otherwise economically sound.

Lastly, I would like to point out that in addition to section 221, the
Congress has established an excellent relocation mechanism that
can be used in communities that have not yet a workable program.
This is particularly important in getting little situations cleaned up.
There has to be what some people have called sort of a blood bank
of relocation housing so that a city can enforce its ordinances. We
go to a city and we say, "How can you allow 15 people to occupy 21/2
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rooms?" and the city says, "We think it is terrible. Where should
we put the people?"

The people say it is not only terrible but it is unsafe and bring the
landlord to court, and find it is in the position of a landlord who
is having 15 people in 21/2 rooms stand before the court as sort of a
savior of humanity and say, "You wouldn't want me to throw these
people into the street?"

The result, of course, is that we are at a total standstill until we
can get into some relocation housing.

Now, we have used very successfully in our area for new housing
purposes section 203-1, the old section 8 of title I. We believe that
203-1, which provides for a lower priced house, would be an excellent
relocation mechanism and break up the logjam that we have in get-
ting rehabilitation underway by private enterprise in suburban areas
if it could be used without anything else, just to get both the various
municipalities and the various landlords, most of whom are absentee
landlords, interested enough in the problem.

When you have the possibility of taking away a landlord's income,
apparently, it is our experience he comes around pretty fast to
doing the things that are required to rehabilitate his structure.

As long as we do not provide this, we are not going to get it.
We ourselves, as a private group of builders, broke just such a

logjam 2 or 3 weeks ago. We had a dwelling in Long Island that
had 123 people in it, totally unsafe from a fire point of view. The
people had been ordered evicted by the building commissioner, the
fire commissioner, and the supreme court of the State, and the evic-
tion order had never been carried through because of the old argu-
ment where to put the people.

The landlord was proposing this argument: We stepped into this
picture and rented a hotel in a resort area and said, "Now, there is no
more discussion, either get the building fixed up or we will take the
people to a resort area."

I think you realize the problems of depending upon a group of pri-
vate builders to rent hotels in resort areas in off seasons for minority
groups as a possible solution to this problem.

I think a much better alternative would be instruction to the local
offices in the Federal Housing Administration to allow 203-I to be
used as a mechanism for developing a blood bank of relocation
housing.

I want to thank you for listening to me go through this sort of
like a racehorse, and I feel that I would not like to burden you with
too much detail.

We have had, I am afraid, very little practical experience in the
field. We have had some; and if we can be of any help to the com-
mittee, we certainly would like to be.

The CHAIRMAN. You made a very fine statement.
What is this committee for neighborhood renewal?
Mr. GILIAN. The committee for neighborhood renewal, Congress-

man Rains, is a committee of the Long Island Home Builders'
Institute.

As a trade association, we believe that we function best by special-
izing in various committees. We have committees on FHA, VA,
and now a committee on neighborhood renewal. It is composed of
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builders, architects, planners, and various associate members who are
interested in the problem of neighborhood renewal.

On Long Island we are beyond the stage where this is a committee
function. A private corporation has been organized, Long Island
Neighborhood Renewals, Inc. It has undertaken its first renewal
operation after renting this hotel down at Long Beach to get the peo-
ple out of the house. We now have a renewal operation going on,
without Federal funds, without any kind of funds except our own,
but we know this is not going to be able to continue indefinitely, not
on the basis of good will, as much of it as we may have. We have
got to get help if we are going to do it on a large scale.

The CHAIRMAN. You make some good recommendations. I think
your remarks are better than your written statement. Which do you
want to go in the record?

Mr. GILMAN. I would just as soon you left the remarks on the
record.

The CHAIRMAN. All right.
Any questions ?
Mr. ADDONIZIO. I have one question, Mr. Chairman.
In regard to this section 203-I, as I understand it, it does not require

compliance with the regular FHA property standards. You don't
think that that kind of houses could possibly be built in big cities?

Mr. GILMAN. 203-I houses?
Well, I am not very familiar with the problem of big cities. Do

you mean cities such as we have on Long Island?
Mr. ADDONIZIO. Well, average-type cities. I don't know too much

about Long Island, either.
Mr. GILMAN. We would like you to come out and see it.
Yes; I think, by and large, these houses could be built anywhere.

There is a set of minimum property requirements under 203-I, and
houses built under 203-I are probably better in most cases than houses
built in accordance with building codes of many communities through-
out the country.

The CHAIRMAN. Any other questions?
Mr. O'HARA. Mr. Chairman, I would like to observe the witness

referred to himself, I think, as a racehorse. If he were, and if he
were starting in the Belmont, I venture to say he would go to the post
a prohibitive favorite.

Mr. GILMAN. Thank you very much.
The CHAIRMAN. Thank you very much, Mr. Gilman, for coming

before us. We appreciate your views and they will get our consid-
eration.

Our next witness, gentlemen, is Mr. J. Clarence Davies, Jr., presi-
dent of the Citizens Housing and Planning Council of New York City.

He is accompanied by Mr. Ira Robbins.

STATEMENT OF J. CLARENCE DAVIES, JR., PRESIDENT, CITIZENS
HOUSING AND PLANNING COUNCIL OF NEW YORK CITY, ACCOM-
PANIED BY IRA ROBBINS

Mr. DAvIEs. Mr. Robbins is executive vice president of Citizens
Housing and Planning Council, president of the National Housing
Conference, and a former New York State housing commissioner.
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The CHAIRMAN. We all know Mr. Robbins very well and very
favorably.

Mr. DAVIEs. Mr. Chairman and members of the committee, I appre-
ciate this opportunity to express the point of view of the Citizens'
Housing and Planning Council on the problem of relocating indi-
viduals and families displaced by slum clearance and urban renewal
operations in New York City.

My name is J. Clarence Davies, Jr. I am president of the Citizens'
Housing and Planning Council of New York. I am president of the
real estate firm of J. Clarence Davies, Inc., which was founded in
1889. I am also chairman of the committee on urban redevelopment
of the Mayor's committee for better housing and first vice president of
the Bronx Real Estate Board.

The Citizens' Housing and Planning Council of New York, for
which I am speaking today, is a nonprofit membership organization
formed in 1937 by civic-minded New Yorkers, in the belief that a
decent home in a well-planned neighborhood for every citizen can
be achieved through vigorous private and public action. The mem-
bers of the council represent many points of view-business, real
estate, construction, architecture, labor, finance, civic, welfare, and
other public-spirited citizens. Our board of directors includes many
nationally known experts on various phases of housing and urban
renewal, including former officials who served with national, State,
and local housing agencies.

Our council believes that New York's housing problems must be
dealt with through a comprehensive program, and that there is no
one solution to the problem. We believe that there must be sound
codes with high standards for construction and maintenance; rigorous
enforcement of these codes; public housing for low-income families;
Government insurance of mortgage loans to stimulate homeowner-
ship and rental and cooperative developments; public assistance to
private enterprise in the form of long-term Government loans at low
interest rates and tax concessions for housing for families with mod-
erate incomes; more housing for single people, the aging and large
families; an expanded program of clearing and rebuilding our slum
areas for their best social and economic purposes; protection, conserva-
tion, and renewal of good and salvageable neighborhoods; housing
available on an equal basis to all, irrespective of race, creed, or coun-
try of origin; and city planning which will guide and provide for
the growth of the city in the most desirable, efficient, and economical
manner possible.

Relocation, which you have invited me to discuss, is one of the most
difficult, complicated, and controversial aspects of New York's housing
problem. This is so because:

The number of individuals and families who will be displaced under
the programs sponsored by public agencies is enormous.

The shortage of housing for families with low and moderate in-
comes, particularly Negroes and Puerto Ricans, is critical.

Different standards are used in measuring the adequacy of the hous-
ing to which displaced families may move. Some agencies endeavor
to relocate families in decent, safe, and sanitary housing. Others set-
tle for housing which is no worse than that previously occupied by the
displaced family.
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The forms of assistance, financial and otherwise, given by public
agencies and private developers differ widely. Displaced families,
and the social agencies which try to help them, are justifiably confused
and indignant when families on one type of site get no assistance at all
while families on other sites get as much as $500 in cash to move.

There is a wide range in the extent and methods of checking the
whereabouts and condition of housing of those who "choose to re-
locate themselves."

There is no uniform method of gathering and publishing basic
statistical information which is necessary to evaluate the relocation
procedures and to determine policy questions.

Relocation was the subject of a special study by the city planning
commission which resulted in a majority and minority report dated
January 20, 1954. City Administrator Luther H. Gulick made a
study which resulted in his report dated May 20, 1954. Recently, one
of the subcommittees of the mayor's committee for better housing
made an extensive study and report on the relocation problem. All
this is evidence of the extent to which relocation is involved in a com-
prehensive approach to our housing problems. If copies of these re-
ports are not already in your possession, I will be happy to furnish
them to you so that your records may be complete.

The CHAIRMAN. We would like to have you furnish them not for
the record, but for our files.

Mr. DAVIES. Very good.
It is estimated that over 67,000 families (of whom one-quarter may

be one-person families) face displacement during the years 1955 to
1957 as a result of sites acquired and to be acquired during this period
for various types of public improvements, such as schools, hospitals,
traffic arteries, playgrounds, public housing and title I redevelop-
ment projects. The contrast of this average of over 22,000 families a
year with the average of 7,700 families a year displaced in the 7-year
period between 1946 and 1953 demonstrates how the seriousness of
the relocation problem is being aggravated.

The New York City Housing Authority is having increasing diffi-
culty in finding suitable vacant land sites for new public-housing
projects. Plans for the acceleration and expansion of the slum-clear-
ance program under title I have been announced. These two facts
must also be taken into consideration in analyzing the city's ability
to absorb the displaced families.

In the past few years about 40 percent of families displaced by
public improvements have entered public housing. Assuming that
this will continue, there will be, over the next few years, some 40,000
families competing for the new and existing housing that will be
needed to keep up with population growth and new family formation,
to provide for partial replacement of substandard dwellings, to allow
for undoubling of families living doubled up and to achieve and main-
tain an adequate vacancy rate.

This vacancy rate is needed so that families that increase or de-crease in size may be able to move without being frozen into a situa-tion in which it is impossible for them to exist.
A few of these families may be able to afford the high rentals whichmust be charged for new private housing. Some may go to the suburbs.However, the vast majority of the remaining families will need mod-erate rental housing, which is not being built to any appreciable degree.
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Discriminatory practices complicate the plight of Negroes and Puerto
Ricans who are in this income category. A special problem is faced
by single persons and extra large families. Many of these could
qualify on an income basis for public housing, but because of the
restrictions in the Federal law and policy decisions by the housing
authority they cannot be accommodated.

Two additional factors complicate the relocation problem still fur-
ther.

The city administration has begun-and properly so-to tighten
up its enforcement of laws relating to the removal of violations. It
has also proposed a multiple-dwelling code which would impose
stricter limitations on occupancy than are now permitted and higher
standards of safety and sanitation in existing buildings. If the pres-
ent and proposed legislation were enforced to the limit, it would result
in the immediate displacement of thousands of families. However,
because of the shortage of housing, the city can only proceed slowly
along these lines.

The other factor is that private builders who are constructing hous-
ing of the luxury type in Manhatan displace numerous families who
live in old-law tenements. The new housing is a substantial asset to
the city but the low and moderate income displaced families add to
the pool of those who must find new quarters. These displaced fami-
lies are not entitled to any preference in public housing nor is there
any obligation on the part of private redevelopers to help them.

One of the oldest social agencies in New York City has had two
conferences-another will be held in a few days-because they are con-
fronted with the problem of people in their neighborhood living in
old-law tenements who are being displaced by new luxury apartments,
and they cannot service these people who have lived in the area for
70 years.

It seems to be an insurmountable problem because the private re-
developer is under no obligation to help these people. The courts
have helped as far as possible, but these people, unless helped, are
forced to live 20 or 25 miles from the area in which they formerly
lived. I don't have to point out to you gentlemen what the hardship
is that this causes to people who have jobs and are used to living in
an area and suddenly find themselves forced to find housing in a
completely different area and environment in a position many, many
miles from where they have lived for many years.

The CHAIRMAN. I don't want to break the continuity, but what is
an old-law tenement ?

Mr. DAVIEs. One built before 1901. Those built after 1901 are new-
law tenements.

The CHAIRMAN. Go ahead.
Mr. DAVIEs. All this means that New York City's housing supply

must be greatly and rapidly expanded, and that the procedures for
relocation must be constantly improved. If these two things are not
done successfully, there will be callous and inhuman treatment of the
individuals and families displaced, and there will be unfortunate de-
lays in proceeding with necessary public improvements.

A word as to the agencies involved. The clearance of sites for public
housing accounts for the largest percentage of families displaced in
the past few years. The relocation of these families is handled by
the New York City Housing Authority and, in our opinion, has been
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generally satisfactory. The Port of New York Authority and the Tri-
borough Bridge and Tunnel Authority are responsible for the reloca-
tion of families displaced from the sites of public improvements
undertaken by those agencies. The bureau of real estate, an arm of
the Board of Eseimate of the City of New York, supervises the relo-
cation of families who live on the sites of schools, hospitals, highways,
and other public improvements undertaken directly by the city. Title
I developments are sponsored by the mayor's committee on slum clear-
ance. For these developments, the city acquires a site and sells it on
the same day to the redeveloper who contracts to be responsible for the
relocation of site residents. The operations of the private redeveloper
are subject to the supervision of the bureau of real estate.

The relocation of displaced tenants on the sites of title I projects
has been of a very uneven quality. In the Corlears Hook and Morn-
ingside Gardens projects the sponsors have done efficient and humane
jobs. At the other end of the scale is the Lenox Terrace project in
Harlem where the private redeveloper paid almost no heed to the
maintenance and relocation requirements of the law and the bureau of
real estate obviously gave less than adequate supervision. The rede-
veloper has failed, with few exceptions, to give the residents even a
minimum of assistance, and the maintenance has been so bad that many
families have been forced to live under indecent and dangerous condi-
tions. Due to the pressure of civic and neighborhood groups, the city
has begun to bear down on this type of irresponsible redeveloper, but
the situation is still far from satisfactory.

Now, as to some of the details of the relocation machinery.
The cash allowance given to tenants to assist or induce them to

move off a site depends in part upon the legal limitations applicable
to the particular agency involved, and in part upon the need for quick
clearance-that is, of the site.

The New York City Housing Authority is limited to a maximum
payment of $200 per family to be applied against the last month's rent
and moving expenses. No payment is made unless, in the opinion of
the authority, the family circumstances require it.

The bureau of real estate makes payments of up to $100 per room,
with a minimum of $300 and a maximum of $50 for each dwelling
unit. Double bonuses are given where clearance must be done expe-
ditiously.

The port authority has used graduated cash bonus schedules for
those who relocated themselves. It alowed tenants who vacated
within 60 days $200; those vacating within 90 days $175-

Mr. BARRETr. May I interrupt there?
What was the highest amount given to any resident to relocate ?
Mr. DAVIES. A thousand dollars in one instance, but the average is

of course a good deal lower. That is the double bonus of $500.
The CHAIRMAN. Go ahead.
Mr. DAVIES. In addition, the port authority paid brokers' fees of

$150 for each apartment listed by a broker and accepted by a relocat-
ing tenant. It also paid the broker $100 for painting and redecorat-
ing or did the necessary painting and redecorating itself. The remain-
ing tenants were paid $100 toward their moving expenses.

In title I projects there is no legal limit on the amounts which a
private project sponsor can pay. On the other hand, there is no
requirement that the project sponsor must give any financial assist-
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ance to the displaced tenant. Some project sponsors allow rent re-
bates; others do not. The price paid by title I sponsors for the sites
is further reduced by a substantial allowance to cover financial assist-
ance to displaced tenants. However, the sponsor is not required to
return any of this money to the city, even if the financial assistance
actually given to the tenants is negligible.

Vacancy lists: In one title I project, the sponsor located, listed, and
made available to all tenants information as to more than 1,300
dwelling units renting at $75 or less per month. In another title I
project the sponsor located and supplied tenants with a very small
list of dwelling units in private housing. Some sponsors pay fees to
brokers for vacancy listings; others do not.

Information to tenants: There is no uniformity among title I project
sponsors as to the amount and kinds of information given to tenants.
In one project tenants were fully advised of their rights by a series of
letters and by personal contacts. A clear explanation was given as to
why eviction notices had to be issued. Tenants were told how to de-
termine their eligibility for public housing, and how to find private
housing. They were advised as to their rights to moving expenses
and cancellation of rent. Neighborhood organizations were fully
informed and participated directly in the relocation program. Data
and records were well kept, current, and readily available.

In another project very little information was freely given to the
tenants. In most instances, the first, and in many cases, the only
notice, given by the sponsor to tenants took the form of a dispossess
notice, without any further explanation. There was a complete lack
of mutual understanding and confidence between the sponsor and his
relocation agents on the one hand, and the site tenants ad local
community organizations on the other. Data and records were not
readily available.

Citizens' housing strongly urges action along the following lines:
1. New York must continue the process of clearing its.slums. How-

ever, it is incontrovertible that slum clearance cannot continue without
an expanded program of public housing. The State of New York
and the city of New York have pioneered in financing public housing
separate and apart from that built with Federal aid, but they cannot
shoulder the entire burden. If the present plans, which call for an
expanded and accelerated title I program, are to be carried on suc-
cessfully in New York City, a vastly expanded program of Federal
aid for public housing must be provided.

I don't think it is necessary to call to your attention again the
statement made yesterday publicized so well of Mayor Wagner's
plans for the upper west side, which is certainly a plan which will
bear a great deal of watching, and I think has the general approval
of most people, but it is obvious that this particular clause, which was
written before his statement to you gentlemen, bears very, very
squarely on the statement that he made yesterday, because we are
going to need all of the assistance we can get from you people to
carry out that program.

Secondly, the Federal law should be amended so as to make single
persons, particularly the aged, eligible for federally aided public
housing. As the present time single persons are not eligible. As a

result, when low-income single persons are displaced from the sites
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of public improvements, their chances of successfully finding a decent
place in which to live are almost nil.

Third, the city of New York should adopt the same policy in
acquiring and disposing of title I sites as that used in other cities.
The city should acquire the land, assist the tenants to find adequate
accommodations, and then sell the vacant land to private redevelopers.
This would do more than minimize the potential hardships and in-
justices to site tenants. In our opinion, it would attract more bidders,
and bidders of a higher caliber, than are attracted under the present
system.

At the present time, too, because of unhappy experiences of other
title I site residents, the mere announcement that an area is to be
cleared arouses the opposition to the site residents to the whole project
and causes concern on the part of even those neighborhood and city-
wide groups which favor slum clearance. In some instances the
present system gives rabble rousers and those who strive to foster
racial and other tensions an opportunity to do their dirty work. In
addition, the present system invites irresponsible sponsors to "milk"
a project by failing to make necessary repairs and to maintain neces-
sary services while the relocation process'i sgoing on.

Fourth, since the investigation of the FHA program under section
608 of the National Housing Act, there has been a virtual cessation of
rental housing under section 207 of the act and of cooperative housing
under section 213. This may be attributed in part, to provisions in
the Housing Act of 1954 which eliminated or minimized the induce-
ments to builders to take advantage of these programs. However,
many experts believe, and the mayor's committee for better housing
found, that it is the policies and procedures of the Federal Housing
Administration rather than the defects in the law, that have brought
the FHA rental and cooperative housing programs to a standstill.

I understand from some of the previous speakers' remarks, although
I came in late, that you have heard something about this in the last
2 days.

Mr. GAMBLE. Much.
Mr. DAvIES. In addition, interminable delays on the part of FHA

have accounted for the failure to get underway the section 220 pro-
gram relating to insurance of construction in urban renewal areas.
It is to be hoped that last week's announcement that a mortgage com-
mitment has been issued for the Harlem Estates project wll be aforerunner of many similar announcements.

FHA's activities are related to the relocation problem in two ways.
In the first place they affect the supply of much-needed middle-income
housing, some of which could be made available to displaced families.
In the second place, the delay in processing commitments for new con-struction on title I sites means that the sponsors have been forced tomaintain the existing housing for longer periods than necessary. The
sponsors are naturally reluctant to spend money for repairs and up-keep during this period.

Fifth, there is no question that far too large a percentage of re-
located tenants, especially those on the sites of title I projects, seem tovanish with no knowledge on the part of any public agency as tothe condition of the accommodations into which they move. There
must be a responsible check on the quality of these accommodations
We cannot stop people from moving anywhere they please. But by
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checking the extent to which they move into substandard quarters,
the city may be able to schedule its improvements so as to minimize
the danger that bad housing conditions in other areas will be aggra-
vated by overcrowding, and that new slums will be created in the
process of eliminating the present ones.

The subcommittee of the mayor's committee for better housing is-
sued a report in which they found, and it was their conclusion, that
actually slums were being created faster than we could displace them
because of this problem.

The lack of uniformity in standards, policies, and procedures calls
for strict supervision by one city agency. Such an agency would
develop and carry out uniform policies covering:

(a) Notification and advice to be given to all tenants to be relocated
from the sites of public improvements;

(b) Financial assistance to which tenant's are entitled;
(c) Maintenance of a list of available vacancies in standard

housing;
(d) Payment of brokers' fees in cases where listings are accepted

by relocating tenants;
(e) Specific standards for the determination of whether an avail-

able dwelling is standard or substandard;
(f) Checks as to whether the dwellings into which self-relocating

families move are standard or substandard.
Several years ago the mayor's committee on management survey,

of which Dr. Luther H. Gulick was director, recommended that the
bureau of real estate of the board of estimate be abolished and that a
department of real estate management headed by a city commissioner
be established.

In May 1954 Dr. Gulick, in his capacity as city administrator, re-
peated his recommendation. He pointed out that the management of
real estate, including relocation of tenants, is an administrative under-
taking requiring executive direction and control. This kind of func-
tion should not be carried on by a legislative body such as the board of
estimate.

The failure of the city administration to make any move to put
Dr. Gulick's recommendation into effect is hard to understand and
much to be regretted.

Sixth, the city administration should also establish a single point of
responsiblity for the maintenance of data on housing supply and de-
mand. This would include estimates of the annual volume of new
housing, the construction at various rent levels, and the total number
of families to be displaced by all types of activities in the city.

Citizens' Housing reaffirms its long held belief that New York
City's slums must be cleared and rebuilt. The programs of urban
redevelopment, public housing and housing law enforcement now
underway must be continued.

We also reaffirm our conviction that the proper rehousing of dis-
placed families and individuals is a necessary concomitant to these
programs. Relocation must be carried on in a humane and orderly
manner in justice to those displaced, in the light of the need for
preventing the creation or spread of other slum areas, and in order to
present unnecessary opposition to urban redevelopment, public hous-
ing, and housing law enforcement programs.

I thank you again for this opportunity to appear today.
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The CHAIRMAN. Mr. Davies, I have been sitting on housing com-
mittees for a long time, and many investigating and studying com-
mittees, but I never heard a more comprehensive, pinpointed state-
ment made than the one you just made.

It will interest you to know that we have some fairly sharp fellows
that work up these hearings and for the benefit of the chairman draft
a lot of pointed questions that they expect, and it might please you
to know that as you went over that statement, you answered about 14
questions perfectly, right on the head.

Mr. DAVIES. Thank you very much, sir.
The CHAIRMAN. It is a very fine statement, and I don't understand-

and I say this for the record-how you could listen to this statement
and not recognize the fact that from the Federal legislator's view-
point, any housing program of the National Government must be an
overall, well-balanced program of public assistance, Federal assist-
ance, private enterprise, and all of the other facets of it, because there
are certain problems you put your finger on here which couldn't be
done except at some public level, local level some of them.

Now, a lot of the things you have talked about are specifically the
problems of New York City and major cities like you through the
Nation. You make some very specific recommendations to us as to
the changing of the Federal law, which is our province, concerning, we
call it housing for the aged. My good friend down there, Mr. O'Hara,
is the champion of it, among many others, but you specify that there
be a change in the law to allow single person to be housed in public and
Federal housing units.

Mr. DAVIES. That is true.
The CHAIRMAN. I understand that the State law now allows that.

Speaking for myself, I think that is a fine recommendation.
Mr. WIDNALL. Does the New York State law pinpoint the age for

the older people ?
Mr. DAVIES. I beg your pardon?
Mr. WIDNALL. Does the New York State law limit it to a certain age

for single persons, or any single person ?
Mr. DAVIEs. As far as I know, it does not limit it to age, it is any

single person, because the number of apartments, of course, is limited
as to single persons, it is limited on a percentage basis.

Mr. BARRETT. We heard two statements relative to the number of
units needed for public housing in the city of New York. One was
that 75,000, 25,000 for 3 years, another statement was 200,000 without
giving the number of years over which the number should be built.

Taking the lower number, 25,000 a year, what percentage of houses
would be needed for the single aged persons?

Mr. DAVIES. I would have to guess at that, sir. I don't think I could
answer that without a great deal more study. We do know, of course,
as is the national problem, that the percentage of aging is rising at a
higher rate in New York City than it is through the rest of the coun-
try. The percentage of our population in the estimates by 1970, I
believe, are that something between 20 and 23 percent of our popula-
tion will be over 60 years of age. That is the 1970 figures in a study
made by the planning commission, I believe, a few months ago. As to
how many of those, as to what percentage, you would have to go right
through and apply the percentage of those eligible for public housing
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as against the percentage figures between 1960 and 1970 that would
exist in that age category in order to get to the answer as to the number
of the 25,000 housing units.

The CHAIRMAN. But in New York it is not as to age; it is as to
income and need ?

Mr. DAVIES. Yes.
The CHAIRMAN. Let us get on relocation, and I will ask one ques-

tion and then turn Mr. Davies over to the committee for further
questioning.

Do you need the public housing in which to relocate and the other
housing in which to relocate displaced persons dislocated, regardless
of how it is brought about, by highways, turnpikes, or title I slum
clearance? Do you need those houses before the demolition under
the title I slum clearance and before the highways go through?

Mr. DAVIS. Yes, sir; you would need them built at approximately
the same time, if not before.

The CHIAIRMAN. Well, there comes a point in there at which it must
be demolished if it is slum clearance, and you need a place to put
them at that particular moment.

Mr. DAVIEs. That is the problem.
The CHAIRMAN. I don't know of Congress ever considering the dis-

placed-persons' situation. There is nothing that you recall in the
Federal law whereby the Federal Government gives any aid and
assistance to displaced persons who are displaced by any of this type
of program except through the public housing of providing another
place for them to go ?

Mr. DAVIES. No, sir; I do not.
The CHAIRMAN. Have you any recommendations to the Congress?

I don't quite understand how the city of New York, and how the other
agencies, give this money to somebody just for them to move. What
do you think about it?

Mr. DAVIEs. It is almost the only solution when you see families
moved onto the street for progress. The only answer is to furnish
them with sufficient money to allow them to buy information, move
themselves, and find places to live, no matter where. There is almost
no other solution.

The CHAIRMAN. Some developers, and I assume they were work-
ing on title I clearances, have given them no cooperation. Do you
think Congress should write into the law that developers should
furnish information on that to dislocated tenants?

Mr. DAVIES. That is one of our recommendations.
The CHAIRMAN. Gentlemen, he is yours for questioning.
Mr. GAMBLE. On page 3 you give the different amounts of money

that are paid to get people to move.
Mr. DAVIES. Yes, Mr. Gamble.
Mr. GAMBLE. IS that a requirement of law under the ordinances

of the city of New York, or just how does that evolve?
Mr. DAVIES. That is correct; it is 4 matter of policy established

by the bureaus themselves.
Mr. GAMBLE. It is a matter of policy. Is it a matter of law?
Mr. DAVIES. I don't believe so. I don't know of any such law.
Mr. GAMBLE. Nobody said there was, and I just wanted to clear that

up. I knew that they were paying different amounts.
Mr. DAVIES. Right, sir.
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Mr. GAMBLE. We didn't know anything about that until we got up
here, and we heard it the third or fourth day.

Mr. ASHLEY. I wonder, pursuing the chairman's inquiry as to pro-
posed legislation under title I for displaced persons, whether you
might at this time, or subsequently, supply for the record definite
proposals which we could act upon?

Mr. DAVIES. Yes.
Mr. ASHLET. You set forth very clearly the disparity in the re-

quirements of the various city agencies, as well as title I, and I think
it would be extremely helpful to us if you would set forth your ideas in
concrete form so we would have the advantage of them at a later time.

Mr. DAVIES. I will be very happy to do it.
The CHAIRMAN. Any questions, Mr. O'Hara?
Mr. O'HARA. Mr. Chairman, I wish to join with our chairman in

saying this is one of the finest presentations I have ever listened to.
I think you have covered everything, and I want to stress this: I
have felt in the Congress that if the Members coming from other re-
gions really understood our urban problems they would give us their
full support. I feel you have made a great contribution, in bringing
out so forcibly that this group here in New York City is composed of
representatives of many conflicting interests, and yet they work to-
gether understandingly and cooperatively.

Mr. DAvIEs. Thank you very much.
May I say there are a great many of my colleagues in the real-estate

business quite obviously who do not agree with my viewpoint as to
public housing, but you have understood it, and I appreciate your un-
derstanding it.

Mr. GAMBLE. Well, by and large, isn't public housing about as much
misunderstood as anything else?

Mr. DAVIES. I would certainly say so, sir. From my viewpoint,
it is.

The CHAIRMAN. One other matter you mentioned therethat I would
like to have a little more elucidation on for the record.

Mr. McMurray, and several in our tour of the city, kept talking
about tax concessions on the part of the State of New York, and I
assume on the part of the city with reference to building. Explain
that to us just a little more. What is the situation, and what do you
mean in your statement here about advocating tax concessions?

Mr. GAMBLE. That is on page 1 in the fourth paragraph, tax con-
cession for families with moderate incomes.

The CHAIRMAN. What do you mean by that, Mr. Davies?
Mr. DAVIES. Well, in rehabilitation of existing dwellings that are at

the present time structurally sound but obsolete as to their present
usage, for example, the only way that a real-estate man and owner
can attempt in any way to modernize the building to make it useful
is by some form of tax concession.

We feel that a great deal of urban renewal, that a great deal of re-
habilitation in the areas which need it so badly, which is obviously
our primary problem in New York City with the whole upper West
Side, the whole West Side that you heard about here yesterday, which
needs rehabilitation, which needs refurbishing so strongly, can only be
done on this basis, that this is the only tool which we have that we
can conceive of that will be helpful, that will make it a reasonably
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profitable thing so that it will be undertaken by profit ownership of
real property.

Ira, have you anything to add to that
The CHAIRMAN. Mr. Robbins.
Mr. ROBBINS. Another important method of obtaining housing for

moderate income families is through tax concessions for new con-
struction. New York City and New York State has a series of laws
which permit the building of housing for moderate income families
and provide that the private developer pay the same taxes that were
paid on the site and on the old building at the time of the acquisition
of the site for new development, and those tax concessions are given
for 20 or 25 years.

Stuyvesant Town, which was constructed by Metropolitan Life, was
given a partial concession of that type, and it is probably the greatest
incentive and method of obtaining moderate income housing in the
city at this time.

As you know, the State of New York has just passed some legisla-
tion which provides State and city loans at low interest rates over
long periods of time for limited profit corporations. The long amor-
tization period, and the low interest rate, will enable these private cor-
porations to reduce rent substantially. They will be able to reach a
still lower income group if they get the tax concession under the
formula that I have outlined. The city loses nothing under that
formula. It gets an asset which in 20 or 25 years pays full taxes.

An example of that is Knickerbocker Village, which was built in
1935, and in the year 1955 now comes on the tax rolls fully assessable
for, I think it was, an $8 million project when it was built. That is
true of a number of other limited dividend projects which were.
built in the 1930s, and later, and to which there was great opposition.

But I don't4think there is anybody now who would say that the
city lost rather than gained by giving those concessions. It not
only produces much needed housing, it often stimulates private im-
provements in the surrounding neighborhoods, and it certainly stops
the decay of neighborhoods which are deteriorating at a great rate.

Mr. GAMBLE. It takes it out of the category of subsidy, too, does
it not, sir?

Mr. ROBBINS. Well, that brings you to a definition of the word
"subsidy."

Mr. AMBLE. You are still paying taxes at the same as the old rate.
The CHAIRMAN. It depends on which pocket you get it out of.
Mr. ROBBINS. That is right.
The CHAIRMAN. Of course, I agree with that theory, I think that is

a wonderful deal, but that is New York and New York City. Sitting
here as Members of Congress we have to look nationwide, and if
every city and every State operated as does New York, that would
help, ,but the Federal Government levies no property taxes.. I am
trying to see where the Federal Government could be of assistance
in the picture. The Federal Government levies income taxes instead.

Mr. RonBBIs. I don't think the Federal Government could do much
in the way of tax concessions except that Congressman Coudert in-
troduced a bill which would make income from debentures and stock
of limited-profit corporations which produced moderate income hous-
ing exempt from income taxation, and that would be one way of
bringing a good deal of private capital into the field.
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The CHAIRMAN. That is like a municipal bond?
Mr. ROBBINs. Yes.
The other way I think primarily the Federal Government could

help through long-term loans at low interest rates without any tax
subsidy, and without any cash concessions in order to meet this middle-
income group, so all over the country we have a gap between those
who are eligible for public housing and those who can pay what pri-
vate houses produce.

The CHAIRMAN. That is correct.
Mr. ROBBINS. And I think that long-term loans which cost the

Government nothing, which cost no taxpayer anything, can make the
biggest dent in the rent schedule, bigger than any other way that we
know, without affecting the tax basis of the community, and without
cost to the Federal, State, or local governments.

Mr. O'HARA. Would you amplify that a little bit ? How would you
apply these loans?

The CHAIRMAN. Let me give him a suggestion before he amplifies
it, Mr. O'Hara. Maybe you don't have it too much in New York, but
throughout our section, and throughout the Nation, REA, the Fed-
eral Government has always lent every dollar of money or gives them
the authority to borrow it, and it is a guaranteed proposition-are
you talking about something of that sort?

Mr. RoBBINs. Yes, sir.
The CHAIRMAN. The Government has never lost anything on REA.

That is very fertile ground, Mr. Robbins, for thought.
Any other questions, gentlemen ?
Mr. BARRETT. Mr. Davies, I would like to ask you this question.
Mr. DAVIEs. Yes, sir.
Mr. BARRETT. Speaking of the relocation and giving from $100 up to

$300 per room, and a double bonus, what disposition is made of the
merchant who has a lucrative business on the corner, or somewhere
in there, how do you evaluate what he is entitled to? Do you take
in the goodwill of his business or what?

Mr. DAVIES. The procedure there would be precisely the same theory
that would come under condemnation of any other kind. It would
not consist of goodwill. It would be the value of the business, as
such, and goodwill I do not believe is legally one of the things that
you are entitled to under that particular question.

Mr. BARRETT. Did you take a responsibility to try to relocate him
contiguous to the place that he is doing business ?

Mr. DAvIEs. That has been one of the great problems, sir, particu-
larly in the area where there has been large public housing. In East
Harlem, for example, where there has been a considerable volume of
public housing, there has been a great problem created for the tenants
by not sufficient planning, and the limitations that are now applicable
to locating stores and commercial enterprises even on the periphery
of the housing development that comes in and the local people, the
citizens in the area, as well as the tenants, themselves, have pointed
out to city and State agencies that this is a great lack, that it is not
fair to ask people who have been used to shopping in the neighbor-
hood, and have dealt with stores for many years, to suddenly have to
go many blocks away, and deal with different merchants, as well as
being unfair to the merchants themselves.
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Mr. BARRErr. Well, holding fast to the merchant for a minute, do
you have many court cases?

Mr. DAVIEs. Do I, myself?
Mr. BARRETr. I mean on the authority that they file suit and felt

they weren't adequately-
Mr. DAVIEs. I cannot answer that, but I don't think this has been

a great problem that way.
Mr. RoBBINS. May I supplement that?
Mr. GAMBLE. You are going to get a lot of experience in that under

the mayor's proposed plan.
Mr. DAVIES. That is right, Mr. Gamble.
The CHAIRMAN. Mr. Robbins.
Mr. RoBBINS. I think that the property owners and storekeepers

are treated fairly as to the amount of the awards in condemnation pro-
.ceedings, but that isn't much help to them. Very often under their
leases they are not entitled to anything. It is the owner in fee who
gets the condemnation award. What is the real hardship is the small
stationers, cigarstore owners, druggists, small grocers, and so on, they
are out of business, and they cannot find a new place in which to do
business, and they cannot afford the rents on a competitive basis in
the new developments, even if the sponsoring agencies provide store
space.

On another subject, on the question of how many aged people would
be eligible for public housing in New York, I will be glad to file a
report of the subcommittee of the mayor's committee for better hous-
ing, which dealt with the problems of the aging. We will furnish
you with a copy of that report, along with the other reports.

The CHAIRMAN. We all appreciate it.
Mr. DAVIES. That was prepared by Monsignor Drew.
Mr. BARRETT. Will you also add to that the number of handicaps?
Mr. DA vi ,s. That subcommittee deals with the hame subject, gen-

tlemen.
The CHAIRM AN. Any other questions, gentlemen ? We are running

an hour over.
Gentlemen. you have been very helpful to us. I want to tell you

this: This problem is going to get all of the consideration we can give
in trips across the country which are limited, but when we get back to
Washington in January we are going to be seeing you back down in
Washington for further study along these lines for specific recommen-
dations. We appreciate your coming before us and giving us your
time and your help. Thank you very much.

Mr. DAVIES. We will furnish you with these reports that you wish.
The CHAIRMAN. The committee stands in recess until 10 o'clock to-

morrow morning.
(Whereupon, at 4 p. m., the subcommittee adjourned until Friday,

October 7, 1955, at 10 a. m.)
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FRIDAY, OCTOBER 7, 1955

HOUSE OF REPRESENTATIVES,
SuBcoMaITTEE ON HOUSING OF THE

BANKING AND CURRENCY COMMITTEE,
New York, N. Y.

The subcommittee met at 10 a. m., Hon. Albert Rains (chairman)
presiding.

Present: Chairman Rains and Messrs. Addonizio, O'Hara, Ashley,
Gamble, Barrett, and Widnall.

The CHAIRMAN. The committee will be in order.
The first witness we will call is Mr. David L. Raider, attorney, to

discuss FHA section 213, cooperative housing.
Come around, Mr. Raider.
Mr. Raider, it always frightens me when I see a big briefcase like

that.
Mr. RAIDER. As a matter of fact, I have other matters in it, so it

shouldn't frighten you.
The CHAIRMAN. We are glad to have you, Mr. Raider.

STATEMENT OF DAVID L. RAIDER, ATTORNEY, NEW YORK CITY

Mr. RAIDER. I am glad to be here. It is a pleasure to be here, and
it is a pleasure to have been invited to attend.

The CHAIRMAN. You may proceed in any manner that you desire,
Mr. Raider.

Mr. RAIDER. I intend to make a statement at this time, probably
taking up about 20 minutes of the time that I have been allotted, and
then leaving myself open for 20 minutes of questioning.

Mr. GAMBLE. How many minutes of questioning?
Mr. RAIDER. Twenty or more; 2 hours, 4 hours, whatever the com-

mittee wants, Mr. Gamble.
I suppose in view of the fact that Mr. Tretter, Mr. Schulz, and

myself were invited this particular morning, the purpose is to get
the three sides of the question. The first side is the side of the FHA,
then the builders, then the cooperative consumers. I, of course, am
interested in the builders' side of it. I suppose in that respect I am
the villain of the proceeding.

The cooperative program started in 1950. I think that the 213 co-
operative program was limited more or less to the city of New York.
I think that outside of the city-by saying the city I also include
Westchester-but outside of New York City and the county of West-
chester, there are very few cooperatives in any other part of the
country. There were about 20,000 units built between 1950 and the
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time the 1954 act was enacted. With the enactment of the 1954 act
there were 199 units started, and 1 janitor's unit, making a 200-unit
job, and that was the only progress under the 1954 act.

There were many blocks that caused that situation to arise. I will
go back and take it up chronologically.

In March of 1954, your main committee had hearings, and the Sen-
ate had hearings following that. I appeared before that committee on
behalf of the Associated Builders of Greater New York in March
of 1954, and that was before the investigation, and I commented on
the fact that I felt that the program was very good with one exception,
and that was the substitution of valuation for replacement cost. I am
not going to go into length in discussing that because with the 1955
act we went back to replacement, and that block was removed, and it
was a serious block at the time. I am not going to explain why it
was a serious block; if you want to ask me questions on it I will tell
you.

The CHAIRMAN. We know about that.
Mr. RAIDER. I want to talk lightly on these, and then get to the

main block in the builders' program, as I see it.
The next thing that came up was the 608 investigation, and a more

serious block you couldn't find. That brought about the so-called gray
list with the result that many substantial and efficient builders were
disqualified from going into the cooperative program.

Despite what newspapers and certain people may say about these
investments, nominal in character, certainly nothing is further from
the truth. These builders were substantial, they went in with in-
demnities of a half million, a million, and $2 million on certain
projects, and as high as $5 million in indemnity on $25 million projects,
and the housing program in the city of New York needs them. That,
of course, isn't a complete block, either, because there are always other
builders, and they are good builders, but you have limted the amount
of builders that you can take from in order to develop the program.

The next block as a result of the 608 investigation was the very bad
publicity that the builders got and the FHIA got. I think it was unde-
served. I think it was nothing but a series of half truths, and what it
did was discourage the public, and I know of projects where there were
100-percent sales ready to close where 5 or 10 percent would close out,
and the matter couldn't close.

As a matter of fact, I have a couple of those projects that I am
working on at the present time. Those people have waited 2 years,
and the only reward they have gotten for waiting 2 years, in view of
those few cancellations they had, was the fact that their carrying
charges have gone substantially up, and that is through no fault of
the builder but the increased tax rate and increased construction costs
have risen within the past year and 6 months.

The next thing that blocked the program, and this is the main part
of my discussion, and I may be a little technical when I speak of it,
is this business of identity of interest and the lump-sum contract.

The CHAIRMAN. When you say identity of interest, what do you
mean? What particular part of it are you talking about ?

Mr. RAIDER. I am talking about the part of it relating to the cooper-
ative program in connection with the relationship between the builder
and the cooperative consumer. In other words, what I want to bring
out is in 608's and 207's we always had an identity of interest in every
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case. In other words, the builder had one corporation build and an-
other corporation which was the mortgagor corporation. He built
the job, and then operated as a rental job after he built it. That is
what I am coming to.

After these hearings of last March and April, when they had a
substantially good bill except for replacement cost being substituted
by valuation, Congress threw into the act the certification of cost.
Now, they threw it in and it related-they use the identical language,
as a matter of fact they followed with section 207 and 213-they fol-
lowed up with the language as to identity of interest. It is my belief
that Congress intended to avoid the mortgage-out process in 608. I
don't think they attempted to go any further. However, we were
met with a problem.

The act, itself, after stating that there would have to be a certification
of cost, and you would have to have a ratio of the approved percentage
to the cost of the construction, went on to say that in defining the
term "cost"-

The CHAIRMAN. That is in the report, isn't it?
Mr. RAIDER. I am looking at it from the act. I have the 1954 act

here.
The CHAIRMAN. All right.
Mr. RAIDER. Because the 1955 act doesn't go into this, it merely

goes along with it, and, in fact, in the act it says if the mortgagor is
also the builder as defined by the Commissioner-well, the act called
for a definition by the Commissioner. So the Commissioner came
along in September of 1954 in his rules and regulations, and he states
that prior to initial endorsement for insurance of a management-
type project the mortgagor, the mortgagee, and the Commissioner
shall enter into an agreement in form and content satisfactory to
the Commissioner for the purpose of precluding any excess of mort-
gage proceeds over statutory limitations.

Under this agreement, the mortgagor shall disclose its relation-
ship with the builder, including any collateral agreement, and agree
to enter into a construction contract, the terms of which shall depend
on whether or not there exists an identity of interest.

The CHAIRMAN. Well, now, what is wrong with that? Why
shouldn't he disclose it?

Mr. RAIDER. I think he should. We have disclosed it and intend to
disclose it. I am not complaining about the definition, it is a good
definition. I am complaining about the application of the definition.

The CHAIRMAN. All right.
Mr. RAIDER. We go ahead and the Commissioner then provides

that if there is no identity of interest the builder is entitled to a lump-
sum contract. On the other hand, if there is an identity of interest
it will be a certification job with the builder receiving a certain builder's
fee.

We then go ahead and leave that and go to the directive, because
the directive is the next step down the line, and we have a directive
known as the C. H. Letter No. 110 of October 7,1954, and that directive
intends that particular section in paragraph 2, intends to define under
what circumstances there shall be deemed an identity of interest. In
other words, the local office isn't even given leeway on that. Washing-
ton, through its directive, is telling the local office what is and what
is not identity of interest, and it says here, "When the general con-
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tractor or any subcontractor advances any funds to the mortgagor
or arranges for any financing for the project other than that necessary
for carrying out his or its own contractual obligations"-well, when
this program started to lag, I went down to FHA. I have a number
of projects ready to go, some being processed, others waiting to see
if they should go in and process, and I said I am willing to come in
for a builder and meet with a disinterested attorney and a disinterested
cooperative corporation, and make a contract with them at arm's
length. They will have their own supervising architect. They will
have their own managing agent, they will have their own attorney,
they will form their corporation, I will tell them what I have to
offer, and they will take it or they will leave it. That was satisfactory,
we got along to a certain point until I brought out the provisions of
this directive.

New York, of course, could not override a directive of Washington,
so it meant going to Washington and sitting down with the Com-
missioner, and sitting down with the chief counsel to the Commis-
sioner, and discussing this phase of it. It was my contention that
there isn't a group in the city of New York of five or more individuals
who want a cooperative apartment who have the financial ability to
actually prepare plans, obtain a site, and assemble the parcel, lay out
a $2 million job, I will assume that, that is more or less the average,
pay a commitment of $6,000, pay a standby fee to the bank of $10,000,
go through a sales program that can run from twenty to forty thou-
sand dollars, and then find out that if they haven't got sufficient sales
they have lost fifty to seventy-five thousand dollars. There isn't such
a group here because my people that can afford to do that don't go into
cooperative housing.

So I said the builder out of necessity had to make these advances
to the co-op, and I went further. I said that if the program failed,
and it could fail because of failure of sales, that the builder would
underwrite it, and any loans made or advances made to the cooperative
group would be canceled if it didn't close. If it did close, the builder,
of course, would be reimbursed out of the carrying charges of the
first advance, and everybody would have been happy.

We went to Washington a few times. We submitted this proposi-
tion to them. We wait 6 weeks for a decision I think the first time,
and we got a negative decision. I didn't mind a negative decision, but
I wanted a fast decision. They called us back again a short time
later. They called us. I didn't go to them again. And we discussed
the question all over again. That time I didn't even get an answer.

Now, I was hit by counsel in Washington with this statement: It
is congressional intent that certification of cost must appear in 213.
I said, well, if it is I want to know it because if it is there is not going
to be a program, as far as I can see, and if that is not the intent
of Congress there is no reason to hold up a program that is a good
program. It was my contention that what Congress intended to do
was merely to prevent mortgaging out. The mortgaging out situ-
ation does not arise at all under the 213 program, and I say that even
if there is domination and control of stockholders, which we have in
all of this litigation that goes back and forth, and the reason I say
that is this: No matter how much domination and control the builder
may have exercised over the cooperative during the course of construc-
tion, when that building was finished he was not interested in it, he
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was not the managing agent, and he didn't collect rents for his own
purpose. He couldn't build and mortgage and rent out the property,
and have that benefit as was the claim in 608.

Therefore, I say the intent of Congress was not to limit them in that
respect, and after certification. I say yes, there should be certification
where there is that domination and control even though the act doesn't
say it, but I say where a builder deals with an independent cooperative
group, their own attorney, their own managing agent, and supervising
architect, that if he comes to them with an agreement for a lump sum
contract they either take it or leave it. If they don't want it, they
don't have to have it. But he shouldn't be compelled to certify costs
particularly when he isn't guaranteed any specific profit as in a cost-
plus contract, nor is he guaranteed against losses.

Now, there was a recent increase in steel. Steel went up from $180
or $190 to $290 a ton. If there is going to be certification of cost,
there should be a guaranty of a certain amount of profit, or at least
a guaranty against losses. But the act doesn't contemplate that, and
the directive is going off.

What Washington is doing about that directive at this time I don't
know. My suggestion would be that where there is no domination
or control, and that is a separate entity outside of this advance busi-
ness, that there should be a lump-sum contract. Where the FHA
finds domination and control, they may then say certification of cost,
because you may not be dealing at arm's length, and there should
be some limitation on your profit when a person isn't entitled to know
exactly what they are buying.

That is my suggestion with reference to the identity of interest
question.

The CHAIRMAN. You are referring, of course, to a regulation. You
are not making a recommendation for any change in the act?

Mr. RAIDER. No; I say the act is all right as it stands. I even say
that the rules and regulations are all right. I am referring to a sen-
tence in a directive issued by Washington last October. It could be
done in 5 minutes, and the chief of the cooperative group in Wash-
ington made the statement that if the Commissioner approved it, it
would take 5 minutes to do it. You would just delete it and issue
a directive.

The CHAIRMAN. If he approved it, you say there wouldn't be, but
what is the Commissioner's contention as to whether or not there
would be mortgaging out?

Mr. RAIDER. The Commissioner in this case has relied upon advice
of counsel.

Mr. ADDONIZIo. Will you identify counsel for the record? What
is his name?

Mr. RAIDER. Well, if you want me to, I will.
The CHAIRMAN. Chief Counsel?
Mr. RAIDER. At this particular conference it wasn't Chief Counsel.

Chief Counsel couldn't be present. It was one of his assistants. I
will identify him off the record later on.

Mr. O'HARA. What is the objection to doing it on the record?
Mr. RAImER. I will identify him. Mr. Prothero.
The CHAiIRMAN. The Chief Counsel at that time was who, Mr.

Meistrell?

68692-55-pt. 1--13
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Mr. RAIDER. Air. Frank Meistrell. He wasn't able to come in, so
he had Mr. Prothero come in.

Later on we met with Mr. Meistrell. The matter was referred to
Mr. Prothero, and he had the decision to make.

Mr. BARRETr. What do you think causes the indecision?
The CHAIRMAN. It is not that. It is a matter of decision already.
Mr. RAIDER. Yes; at this time: but I do think that they are still

considering this.
I say this, they want Congress to tell them their intention, but I say

if you want that ask Congress, ask the committees. If they don't
want a program, all right, we will go out of it, but why devote time and
effort on a program that is not going to go ahead if the people are not
willing to push it.

I want to say this about the New York office There has been a lot
of criticism thrown on the New York office. I have read the papers
the last couple of days. It isn't the New York office. With a direc-
tive like this the New York office cannot do a thing.

Mr. BARRETT. Just one other point: You say that you expect that
you could get an answer within a very short time, and it took you 6
weeks to get it.

Mr. RAIDER. It took us approximately 6 weeks, and then they
called us back a couple of weeks later, and then I never got an answer.
I never got an answer. I never bothered about it.

I will say this, if you have certification of cost, and I don't think it
is proper-

Mr. BARRETT. Just one other point: Would you say that is caused by
608 scare?

Mr. RAIDER. I will say in this respect: You had the 608 scare. Evi-
dently the present administration and the FHA office is fearful that if
they go into a program they may have an investigation 2 or 3 years
from now, and rather than do anything they will sit back and do noth-
ing. Well, I think they should be criticized for doing nothing, be-
cause if you are going to be afraid of what happened you will never
advance in the construction field here. You will never have any
housing.

The CHAIRMAN. Well, of course, I think you will agree we want
the FHA to carry out the intent of Congress, and I am sure they
want to, and we want them to do it without undue delay, but on an
important matter of that type it would take some time to arrive at a
legal disposition as to the interpretation of it.

Mr. RAIDER. Well, it depends on what you do to arrive at that
decision. If I wanted to get a person's intent I would ask the pur-
pose. If I wanted to get the intent of the body I would take some
steps to get in touch with the subcommittee on housing, or the main
Committee on Banking and Currency. Get in touch with Senator
Capehart, or somebody else.

The CHAIRMAN. Of course, they cannot operate by getting in touch
with individuals. It is their job to interpret the intent of Congress.
No individual, even the chairman of the committee, can give an au-
thoritative statement on the intent of Congress, even though lie sat
through every meeting of the committee.

lMr. I \DER. Yes; hut you can go through the reports carefully, and
when we try to pinpoint the individual on where he showed congres-
sional intent in certification of costs in 213, lie started reading, and
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he read and read and read and while he was reading we interrupted.
him and said aren't you reading Mr. MacKenzie's report in connection
with the investigation We said we aren't interested in investigations.
or reports. We are interested in congressional intent.

In addition to that, everything that he stated from MacKenzie's
report was what we were trying to avoid in the new program as we
were trying to push it. We were trying to completely eliminate domi-
nation and control.

The CHAIRMAN. All right, let us go along now.
How far have you gotten with it now By that I mean not with

your statement, but with the business of getting the exact opinion of
FHA and is it workable at this point?

Mr. RAIDER. Insofar as the elimination of this problem, and whether
the program will work?

The CHAIRMAN. Yes.
Mr. RAIDER. I think the program will work. It is the only workable

program in FHA. I do not think 207 is workable, and I do not think
that 220 is workable in a housing shortage. I think a cooperative
apartment is the only solution to the problem for middle-income
groups.

If the tax rate goes up it is not the fault of the builder. They start
taxing cooperatives at 100 percent. Now, we have a 78-percent scale.
I think it will work.

The CHAIRMAi . Is there any trouble getting financing for coop-
eratives?

Mr. RAIDER. No trouble at all. The builder is ready to risk the
commitment fee, the standby fee, an expensive sales program. He
just wants to know that by doing it he isn't penalized by certification
of cost. In other words, if we didn't do that, if the co-ops were able
to do it-and I wish they could-we wouldn't be confronted with this,
and we would have a clear job with a lump-sum contract. But because
we have this here, if the builder does all of that, and he is willing to
forfeit his moneys if it doesn't go through, he is labeled with an iden-
ity of interest.

We are only too glad to do it. We have that much confidence in the
program.

The CII.AIIRAx. What is the market price for 213 mortgages? Is it
at par or not?

Mr. RAIDER. Nilety-eight and a half. That is another point. There
is a little reluctance on the part of banks to go into the 213 program.
Under the old program it was 981/2 percent. There were a few banks
who were in it. They have withdrawn. The reason they have with-
drawn is they held these large mortgages in their portfolio for a year
or 2 and nothing happened. They couldn't just keep their money
there They had to have it working.

The CHAIRMAN. TWell, will the new $50 million Fannie Mae revolv-
ing fund help here?

Mr. RAIDER. I heard some bad reports. They want a 6-percent dis-
count fee on it in addition to filing costs, and they ended up with an
81/2-percent fee. which would be more than the builder's fee, so Fannie
Mae doesn't look too good at the present time.

Mr. GACxMLE. Well. who would be getting that discount?
Mr. RAIDER. Fannie Mae. Fannie Mae would be making more than

the builder and the builder could lose. Fannie Mae could not.
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The CHAIRMAN. We have had some question raised about the pro-
priety of FHA charging fees for processing 213 cooperatives. What
do you think about that? Are the fees reasonable, or do you think
that deters the program?

Mr. RAIDER. You are referring to the initial fees?
The CHAIRMAN. Yes.
Mr. RAIDER. Well, anything that could be cut down would help the

co-op naturally, but I don't think it plays too big a part in the overall
picture. I think it is minute with respect to the entire amount. They
could get out an inspection fee. When 608 started there was no
inspection fee, and that was added later.

The CHAIRMAN. Can a cooperative get underway here in New York
without the builder taking the front lead in doing it?

Mr. RAIDER. Yes, sir.
The CHAIRMAN. Describe that for me, please.
Mr. RAIDER. In 2 ways, and I am handling 2 particular cases at the

time. The first way is we have a group on a particular job where there
is about 80 percent of sales. I think the job was about 180 units, and
had about 140 co-ops. The job had to stop because the builder was on
the gray list and refused to file the questionnaire. I won't go into the
608's now.

The CHAIRMAN. That is handled by another committee.
Mr. RAIDER. As a result, a client of mine is attempting to purchase

the job from the other builder. They have their group. They already
retained an attorney. Their attorney came down and spoke to me. I
told him that he should organize his group, and when he had an organ-
ized group I would sit down with him and I would give him the figures,
the construction figure, and everything else. If they were satisfied to
take it, we would be happy to do business with them. If they wouldn't
be satisfied, we would have to look elsewhere.

That is one setup. I have no control over those people. I appeared
at a meeting last week where their own attorney was present. I told
them what I thought the carrying charges would be. I told them what
I thought the downpayment would be, and I told them that they
should select their own attorney, that they should select their own
managing agent, and so on, that I would be glad to meet them and if
we could give them preference rather than any outside group because
they are in this project for 2 years without any construction starting,
that I would be happy to go along with them. That is one setup.

The plans in that particular case are ready to go. If there were no
certification, I don't think it would take 2 or 3 weeks before a shovel
might be put in the ground there. The title is all set. Everything had
been ready.

The other situation is a situation where I communicated with Mr.
Tretter, who is an attorney known in the cooperative field not only
from 213 but in other cooperative ventures. Mr. Tretter cannot cer-
tainly be deemed sympathetic to the builders' interest. He is one of
the attorneys for the plaintiff in the North Ridge case, which is one of
the prime cases in the cooperative setup, and I told him if he would
organize a cooperative corporation that I had builders who had a par-
ticular location, that I would be glad to meet with him and discuss it.
He could organize and naturally he would have to have his own dum-
my organizers because of the fact that you cannot have legitimate
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stockholders authorize the corporation until they buy apartments.
They cannot buy apartments until the commitment issues, and we have
to do business before the commitment issues.

And he said what he intended to do was as soon as the sales went into
effect, and he had about 10 percent sales, he would then substitute the
bona fide purchasers of apartments for whatever nominees he put into
the board, and they would ratify any contract.

The CHAIRMAN. What you are telling us, then, is that a cooperative
can be started and established on the initiative of the people who ex-
pect to live in it, and not on the builder's initiative alone ?

Mr. RAIDER. At the point where commitment is about to issue by
FHA where the builder is in position to give him a certain fixed con-
tract fee, and other contractual obligations.

Now, I just want to add something else: There is a difficulty in
Washington insofar as centralization of power is concerned, and that
is where this delay and indecision comes. The 1953 act provided
for a special assistant commissioner. The 1954 act omitted it. It was
a fatal omission, I think. The 1955 act brought it back, but no special
assistant has been selected yet.

The CHAIRMAN. You mean special assistant in charge of co-ops?
Mr. RAIDER. Yes.
Now, if there is somebody that we can go to who knows the prob-

lems and will be able to advise-I say who knows the problem-when
you go to counsel he is handling not only 213, he is handling every-
thing. When you have a special assistant in charge of co-ops, I as-
sume it will be somebody who knows the program. You will be able
to discuss the problem, get a decision, and get it fairly fast.

The CHAIRMAN. You say there ought to be an assistant as the law
provides specifically charged with promoting 213 on cooperatives?

Mr. RAIDER. Yes.
The CHAIRMAN. I am sure Congress felt likewise or we would not

have put it in the law.
Mr. RAIDER. But there has been nothing done about it.
Another thing, if this program should break I think the FHA

office in New York is not sufficient in personnel. There are a lot of
cases to be processed. They will all be thrown at them, and there
will be a delay in a bottleneck there. They need more personnel.
They have always needed more personnel. I think it is a self-sus-
taining unit of the Government. I don't know why they don't get it.

The CHAIRMAN. They need more personnel, and I am one who will
say better paid personnel if they are going to handle all of these big
business contracts.

Mr. RAIDER. It is the biggest business in the country.
The CHAIRMAN. Any questions here, gentlemen, or any further

statement ?
Mr. O'HARA. Yes, Mr. Chairman.
The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. I should like to say this: That if you had the legal

opinion on this in less than 6 weeks I would have thought that law
department in connection with the Washington office was negligent.
You know and I know the background of cooperatives. There is a
distinct difference between a consumer-initiated cooperative and the
builder-initiated cooperative.
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Now, the past history of cooperatives initiated by builders is not
too helpful.

Mr. RAIDER. We are trying to remedy that.
Mr. O'HARA. Certainly you are trying to remedy it.
Now, you cannot expect to go to Washington, present your side

earnestly and to get a legal opinion on something which is very im-
portant and complain if you don't get it in less than 6 weeks.

Mr. RAIDER. But this directive was passed in October of last year.
This is September of this year.

Mr. O'HARA. I think that you are largely interested in the builder-
initiated cooperatives.

Mr. RAIDER. Initiated up to the point of commitment where the
cooperative group steps in. I don't see how they could step in before
in the city of New York.

Mr. O'HARA. Don't we have other groups? I know we do in Chi-
cago, consumer groups; in certain parts of the West American Legion
posts have handled such things.

Mr. RAIDER. Union groups can operate it, but I don't think we
would risk not having it go through in the city. When you have
union groups, they don't go strictly 213. They go to the city of New
York and they get themselves tax abatement, and they have apart-
ments that sell for $25 or $30 a unit and that helps them, which is
something we don't have.

Mr. O'HARA. Thank you for your testimony. I think the director
of a union or consumer initiated co-op is entitled to great credit. He
renders a great service.

Mr. RAIDER. Provided he knows his business.
Mr. O'HARA. Yes.
The CHAIRMAN. Let us sum up for a minute and see if we can get

this for the committee and the record.
As I get it you say there have been roadblocks along the way, but

you feel now that the cooperative program may be ready to take off.
Mr. RAIDER. There is no question about it, assuring that the mort-

gage market goes along.
The CHAIRMAN. Assuming that the mortgage market goes along

and at the present time you seem to feel that the financing is there.
Mr. RAIDER. You mean the financing from the mortgage end of it.
The CHAIRMAN. Yes.
Mr. RAIDER. I think it will come around. You have 41/-percent

one-family mortgages, and 41/4-percent cooperative mortgages. The
quarter of a point shouldn't make too much difference. The banks
don't like all of this adverse publicity. There have been banks in
it before. I think there will be banks that will go along with it.

The CHAIRMAN. Just one other question. You know, of course, that
the Congress put in the cost certification and anybody knows that the
reason Congress put it in was to stop mortgaging out. There is no
question about that.

Mr. RAIDER. I say that was the only reason.
The CHAIRMAN. Do you think now that the rulings of the FHA

on cost certification that mortgaging out in cooperatives will be
stopped, or will be prevented, would be a better way to do it?

Mr. RAIDER. I think if cost certification stays in you will have a
certain number of jobs where the jobs have been processed and the
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builder is in so deep that he has to stay in it. I don't think you will
find builders going out assembling land with the idea of going into
cooperatives. If they are not in it they won't go into it. I also think
that many builders who are in with processing may withdraw with
certification of cost and lose what they have already invested, and
those investments are substantial.

The CIAIRMAX. Do you mean to say if Congress retains in the act
the cost certification and the FHA insists that it be utilized in coopera-
tives to prevent mortgaging out, do you say that that will stop the co-
operative building?

Mr. RAIDER. NO; if the act stays as it is, if the rules and regulations
stay as they are, if that directive is changed you have a sufficient
change. It is a 5-minute change. It is a change you have to worry
about in the 1956 act, or anything like that

The CHAIRMAN. From your statement it appears that we can expect
some progress in 213, then?

Mr. RAIDER. There is no question about it. I have been with this
day after day for the past 8 months.

The CHAIRMAN. Well, you seem to understand it. I thank you
for a very good statement, a little technical, lawyer to lawyer, as it
has to be.

Thank you very much.
Any questions that you gentlemen want to ask?
Mr. WVIDNALL. Mr. Raider, would it be helpful to the program if

the city assembled the site and cleared the site and sold to the highest
bidder ?

Mr. RAIDER. You mean from the respect of having a consumer-
sponsored co-op ? It might well be, except for this: That they have a
great deal of expense in addition to that. They have to start the
preparation of plans. They have their application fees. They have
their processing with the bank and the bank fees and, to be very frank
with you too many banks don't like to do business with cooperative
groups of people who are not substantial in means. They are sub-
stantial in every other respect; they are just not substantial in means.

I know that from the attitude of various banks. I know there have
been true co-ops started, and I think one of them started in Washing-
ton where it was just as you say-except I don't know whether they
got the property from the city or where, but they were unable to go
ahead because they could not get mortgage financing. They eventu-
ally had to go to the builder and say help us out. He had to get mort-
gage financing.

It is just that the banks want to deal with people who are substantial
in means, so I don't think it would succeed on that basis, and the people
are not experienced at that point.

I say if the job is processed up to commitment, they don't have to
take it at the price that is fixed in the construction contract. They
take it or they leave it.

The CHAIRMAN. Thank you, Mr. Raider, very much for appearing.
We appreciate your coming before our committee.

The next witness is Mr. Max Tretter, attorney, who also, I assume,
will discuss 213 cooperative housing.

Come around, Mr. Tretter.
Mr. TRETTER. Thank you, sir.
The CHAIRMAN We are delighted to have you here.
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You may proceed as you see fit. We will ask you questions as you
go along if something arises in the interest of conserving time.

(Discussion off the record.)

STATEMENT OF MAX TRETTER, ATTORNEY, NEW YORK CITY

Mr. TRETTER. Mr. Chairman, gentlemen, I appreciate this oppor-
tunity to appear before you.

I guess that there might be a question of time. I thought I would
be rather close on the luncheon hour.

The CIHAIMAN. We shifted this for the simple reason that we
wanted to have the FHA on after you testified if any questions came
up.

Mr. TRETTER. I understand.
Guessing that there might be a question of time, I thought it would

be prudent to prepare a statement which I am not going to read.
The CHAIRMAN. We will be glad for you to put it into the record in

complete form.
Mr. TRETTER. I appreciate that very much. I do have a few copies.
(The complete statement of Mr. Tretter is as follows:)

STATEMENT OF MAXWELL H. TEETTEE, Esq.

I am an attorney engaged in the general practice of law representing many
section 213 cooperative housing corporations, in all cases from the point of view
of the consumer of the housing or the tenant-cooperator, as we use the term. I
also represent and am executive vice president of several redevelopment company
housing cooperatives not under the FHA program. For 10 years I served as
executive director and general counsel of the New York City Housing Authority.
Although I am a director of several civic organizations concerned with the
development of good housing for the consumer, I make this as a personal state-
ment and not on behalf of any organization. And I do appreciate this oppor-
tunity.

My observations will relate to the reasons why the section 213 cooperative
housing program has not got off the ground under the 1954 Housing Act, and
suggestions as to what should be done to activate and improve that program
under the legislation as amended in 1955.

We may assume that the change in the formula to "replacement cost" and that
the designation of a special assistant to the commissioner for cooperative housing
will help to stimulate and develop the program. But more things will have to
be done to correct the abuses which have caused disillusionment and disappoint-
ment to many people-tenant-cooperators, builders and mortgage lenders-under
the original section 213 program.

SPONSORSHIP

Probably one of the most difficult undertakings in the housing field is to gen-
erate a genuine, full-fledged consumers' cooperative housing project right from
scratch. It is naive to expect a group of inexperienced, though vitally interested,
people to be able to develop such a project with all its complexities in law,
finance, administration, planning, and construction. As a practical matter, the
know-how and the drive must come from some other source. Also, a substantial
amount of preliminary working capital-risk capital-is essential. Seldom will
prospective tenant-cooperators be willing to risk the money necessary to advance
a project to the point of fruition.

This situation therefore leads to the fundamental proposition that sponsor-
ship is essential if we are to achieve middle-income housing cooperatives on a
large scale. Sponsorship may come from various sources: (1) The Government
itself-Federal, State, or city-could be a sponsor, develop a housing project andthen sell it out to tenant-cooperators. This method is not desirable if it canbe avoided because it would involve direct governmental activity in a fieldwhich should be undertaken by private enterprise. (2) Insurance companiesand savings banks in this State are authorized to construct housing projects.
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These may be converted into cooperatives. This is not a bad approach since
the institutions can advance the equity capital and they can develop the technical
knowledge that is necessary At this time, however, we cannot rely upon insur-
ance companies and the banks since most of them are busy with other primary
functions and, as a matter of policy, they seem to be veering away from direct
construction of housing. (3) Sponsorship may also derive from a nonprofit
organization, like a foundation, a labor union, a credit union, or a group of
public-spirited citizens. This source of sponsorship has a great deal of promise
and probably will grow as time goes on. At present, however, this process is
slow Some notable cooperative housing projects have been achieved by this
method, but by far and large the program cannot be extensive under this method
for some time; and the need is great right now. (4) Sponsorship may come
from a builder or an owner of the site. This has been the major source under
the original section 213 program Because of the novelty of that program,
however, and the process of education which all parties-the FHA, the builders,
and the tenant-cooperators-have had to undergo, a multitude of difficulties, dis-
putes, and lawsuits ensued. Many interested parties have become discouraged.

If we are to achieve significant results under the present legislation, we can
do so only by learning from past experience and making a new start. Conse-
quently it would be a mistake to put unnecessary obstacles in the way of the
builder-sponsor. With the safeguards that have been provided in the current
FHA regulations to protect the interests of tenant-cooperators, and with the
impetus of recent legislation, the attitude should be to encourage the builder-
sponsor to come back into the program.

In order not to circumscribe the new section 213 program, this committee may
wish to examine the procedure by which, it is said, the FHA has established a
blacklist of section 608 builders. Some of the most enterprising and efficient
builders engaged in the 608 program. If they are barred from the section 213
program for that reason only, the cooperative consumer will suffer. With the
safeguards and procedures under the revised section 213 program, it may be that
the FHA should take a new look. A blunderbuss blacklist, if it exists, may be
comforting to administrative officials but a more discriminating approach to the
problem may help to produce some good cooperative housing for the consumer.

SPECIAL ASSISTANT FOR COOPERATIVE HOUSING

The legislative requirement that there be appointed a special assistant for
cooperative housing is a very good approach and should help. It should be ob-
vious that the special assistant alone or with a few staff helpers will not accom-
plish the result which is intended But the obvious is not always provided for
especially when it requires an appropriation and expenditure of additional funds.

To be really effective, there should be established within the FHA organization
a cooperative housing division with the special assistant in charge. And he
should be in charge with a full measure of authority, power and responsibility,
acting at all times, of course, under the supervision and direction of the FHA
Commissioner.

The Washington office and the district offices must be provided with adequate
staff. We realize that the law talks about an adequate staff, but there could be
a whole range of opinion as to what is adequate. There are disquieting rumors
that the only new thing to be added will be the routine appointment of a special
assistant who will be fitted into the present inadequate arrangement for handling
the important business of cooperative housing If that is so, it will be a travesty
upon the intent of Congress and certainly no aid to the cooperative housing
program.

Regarding the importance of proper organization and staffing, we should
consider that in developing a cooperative housing program where thousands of
families really look to the Federal Government for protection, the FHA approach
must be altered to give more positive aid and assistance to the cooperative
corporations and the great mass of tenant-cooperators. The previous FHA
philosophy of beingstrictly an insurer of a mortgage and dealing only with a
bank or a builder may be sufficient for other types of FHA programs, but it is
fatal in efforts to develop a cooperative housing program. In a cooperative pro-
gram the FHA attitude must be a positive one oriented much more to the
interests of the tenant consumer. Although the FHA does not have the imme-

diate responsibility of constructing the project, it must nevertheless take on

more of the responsibility of an operating agency and be ready to do things
for the cooperative corporations, and not act simply as a review agency. Per-



194 INVESTIGATION OF HOUSING, 1955

haps this type of service may not be necessary after more nonprofit private groups
are sufficiently established to assume that function on behalf of the inexperienced
would-be tenant-cooperator

MOTRGAGE LOANS

In reviving the cooperative housing program we cannot at this time be too
complacent about the availability of mortgage loans. In normal circumstances
a mortgage loan at 414 -percent interest, fully insured by the FHA, should be
attractive to lending institutions. We are, however, in a tight and uncertain
money market and it cannot be taken for granted that the lending institutions
will be seeking these cooperative housing loans.

Furthermore, as a result of the difficulties and disputes arising out of the
original section 213 program, some banks which have previously participated
have become disillusioned and discouraged.

Rather than leave this important phase of the program adrift to find its own
moorings, we feel that the FHA should at the start take an active part in
soliciting the interest and participation of all lending institutions. The FHA
migh well call a conference of savings banks and other lenders to explain the
new developments in the program and to obtain suggestions from the institutions.
This should insure a broader interest and make these loans more attractive.
With competition for such loans, the interest rate need not always be at the
maximum

On the other side of the coin, we feel that the banks themselves should assume
more responsibility with regard to the loan and not iely entirely upon FHA
insurance. This situation varies among the banking institutions and we do not
imply that all of them have failed to assume their fair shares of the responsi-
bility There are, however, some cases where the attitude of the banks has been
callous to the problems of the project and the tenant-cooperators, and it is
usually this type of institution that has taken the least interest during the
planning and construction stages. A lending institution, even where its mort-
gage loan is insured, should make a careful review of plans and specifications
and require such improvements and changes as it would under conventional
circumstances. Also, the bank should take a more active part during the con-
struction stae and at least make sufficient spot inspections to satisfy itself as to
the method of construction. Finally, although the builder-sponsor may be the
initial customer for the loan, the bank should realize that the cooperative corpo-
ration is the real borrower and that the bank will have to live with the coopera-
tire corporation and the tenant-cooperatois for the life of the loan.

FEDERAL NATIONAL MORTGAGE A-SOCIATION LOANS

The authorization given to FNMA to purchase section 213 mortgages from a
$50 million revolving fund will help where difficulty is encountered in placing
such loans with private institutions But if there is lack of general interest on
the part of lending institutions, FNMA will not help very much in a large com-
mumty like New York, particularly when FNMA is restricted to 10 percent of its
total authorization in any one State. Consideration should be given to enlarge-
ment of the FNMA powers to purchase section 213 mortgages in two ways-
(1) Increase the amount of authorization, and (2) permit more flexibility within
the amount authorized so that if one State has exhausted the amount allocated
to it, it should be eligible for moei when other parts of the country fail to use
the FNMA money.

We suggest that the regulations recently issued by FNMA covering section 213
mortgage loans warrant review by this committee. It seems that costs to the
borrower would he:

One percent nonrefundable application fee.
One-half of 1 percent purchasing fee.
Ninety-six of par would be paid for the mortgage.
One-half to 1% percent charged by the original processing bank.

Net to the cooperative corporation which is the borrower would be about
931/-94 Assuming a certain capital cost, the difference between the amount
received and the par amount of the mortgage must be made up by additional
equity in estment on the part of tenant-cooperators. This type of regulation as
a basis for FNMAt loans may well negate the intent of Congress.
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REAL-ESTATE TAXES

One of the real sources of friction in the original section 213 program was the
shock on the palt of tenant-cooperators over the real-estate tax item This was
due to the fact that i almost every case the tax at the time of occupancy of the
project was much greater than that estimated at the time the project was first
initiated. Some of the causes were beyond the control of all parties. For ex-
ample, an increase in the tax rate is applicable to all property in the city of New
York and tenant-cooperators cannot fairly complain that the rate at'the time of
occupancy is substantially higher than the rate which existed at the time the
operating estimates were first made. The tax-rate problem was often aggravated
by the long pellod that elapsed in the case of many projects from the time that
the stock subscriptions were sold and the date of initial occupancy.

The major difficulty with the real property tax arose out of the substantial
variance between the original budget estimate and the actual figure of assessed
valuation of the property. Having no knowledge of the methods that were used
by the FHA appraisers in computing the original estimated assessed valuations,
I am not in a position to explain why there should have developed such a large
gap We suggest, however, that there should be a much closer liaison between
the Federal officials and the city officials concerned in this matter. They should
consult with each other and attempt to reconcile their points of view. I have
in mind another arm of the Housing and Home Finance Agency, the Public Hous-
ing Administration. When the PHA decides to give financial aid to a public-
housing project in a community there is usually a very close working relationship
between Federal officials and local officials. We should have more of that in the
section 213 program

Still with regard to tax features there may be certain situations in which a
section 213 cooperative housing project would be entitled to tax limitation or
abatement under the existing laws of the State In New York State we have
legislation relating to redevelopment companies, housing companies, limited
profit companies, all of which are good vehicles for cooperative housing. These
laws have been utilized in several cooperative housing projects but very few
have been developed with FHA mortgage insurance. The FHA should take a
more active interest in exploring such possibilities so as to make more good
housing available at lower carrying charges for middle-income families.

MORTGAGE INSURANCE PREMIUM

I have no knowledge of the actuarial basis in establishing the mortgage insur-
ance premium for FHA insurance in general and insurance of section 213 mort-
gages in particular. It would be in order, however, for this committee to review
the basis for the premium in the section 213 program. Usually the projects are
large. It is acknowledged that the monthly carrying charges for this type of
cooperative housing are generally less than rentals for similar accommodations
in rental housing projects, both FHA and conventional. The tenant-cooperators
who reside in these projects have made genuine equity investments. There is a
great measure of stability built into these middle-income cooperatives. It may
be therefore that the present scale of mortgage insurance premium is excessive.
Anything that can be done to reduce this premium and still protect the interests
of the Goveinment would help to reduce monthly carrying charges and thus
encourage the development of more section 213 housing cooperatives.

Should there be any reduction in the mortgage insurance premium, the same
scale should apply to the existing projects as well as to those that are con-
templated.

TIME LAG

In the past, one of the sources of discontent on the part of tenant-cooperators
has been the long period of time between sale of stock subscriptions for the
apartments and the fruition and occupancy of the project. In many cases this
period has been several years During this lag tenant-cooperators become restive.
Wild charges are made against everyone involved in the program. Those in
urgent need of living quarters are compelled to make other arrangements and
the whole program proceeds in an atmosphere of stress and strain A method
must be developed to shorten this period

If there were adequate FHA procedures, there may be some builder-sponsors
who would be willing to assume the risk of starting construction with their own
funds under FHA inspection before the sale of the stock and before final arrange-
ments have been made with lending institutions The builder would have to
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obtain the FHA commitment to insure the mortgage upon certain conditions.
Thereupon he would commence construction without being required to have the
apartments sold The FHA, however, would not be required to endorse the
mortgage note and approve the first mortgage advance until the builder had met
all of the rules and regulations for that stage in the project. This type of ven-
turesome approach should be encouraged-since the risk would be all on the
builder and none of it on the FHA

We should also consider the possibility of permitting a sponsor to start a
project under a rental section of the FHA housing program, like section 207,
and to convert at a later stage to cooperative housing under section 213. What-
ever reduces the time lag from initial sale of the stock to occupancy of the
project will help to make for more satisfied tenant-cooperators and more friends
for the cooperative housing program.

ARCHITECTURAL PLANNING

It seems that the architectural design of the section 213 program should re-
ceive more attention from the sponsors and from the FHA. Sponsors have a
natural tendency to repeat types of plans previously approved. They feel that
they will get speedier approval and they have a better idea of what the costs will
be. But if we get too much uniformity, we will lose the values of ingenuity and
improvement in design. And the cooperative housing projects will begin to take
on an institutional look without variety, beauty, or attractiveness.

In addition to the exterior and site planning, the FHA might review its mini-
mum requirements for facilities within the buildings. Many of these projects
take on the character of complete communities. Some of them house more
people than certain towns and villages. Consequently, provision should be made
for adequate community facilities, meeting rooms, management offices, play-
rooms, etc. After all, we expect tenant-cooperators to convene at various func-
tions and meetings so that living conditions will be more attractive on the basis
of long-term homeownership.

FHA officials in New York and in Washington who are immediately and
directly involved with the cooperative housing program are demonstrating a
sincere effort to promote the new program based upon safeguards and improve-
ments in the regulations which should adequately protect the public and at the
same time encourage the sponsors. This committee can serve a great func-
tion by giving this tiny nucleus of officialdom encouragement, some real power
and authority, an adequate staff, and an interpretation of the intention of Con-
gress so that the section 213 program may become a dynamic force for the
advancement of good housing in this and other communities.

Mr. TRETTER. Now, as I heard Mr. Raider's testimony, there will
be some slight duplication, but I do want to emphasize that my point
of view in the cooperative program is different from Mr. Raider's.

As an attorney I have represented and still represent many co-
operative corporations in the section 213 program, but, throughout,
my representation has been from the tenant stockholders or from the
consumer's point of view, and it is from that point of view that I
would like to discuss the section 213 program.

When I was invited to testify, and later when I started the
preparation of this testimony, I asked myself the question, What
can be done in a practical way to get this section 213 program off
the ground, since we all know that under the 1954 legislation we have
no cooperative housing program. I was approaching that question
in my own mind not from the theoretical point of view. I know
there have been numerous studies and pamphlets and European ex-
periences, but many of those things are good, they have excellent ideas,
but most of them do not fit into our way of doing things, or our
legislation.

I was thinking of tils problem: I was thinking of the immediate
program, what can be done with present legislation, perhaps with
some amendments on a practical basis. I also knew that this com-
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mittee, and I can see from the questions is concerned with the ques-
tion of sponsorship, and the related question is how do we get true
consumer cooperatives.

I think as a lawyer we like to define what we mean by consumer
cooperative. I am not going to be technical about this at all, but I
have represented the point of view of the consumer. In fact, before
the 213 program started I represented other types of cooperatives in
the State of New York under our redevelopment companies' law.
The mortgages there were not insured by 213. It was entirely before
the program, and it is well acknowledged that those cooperatives,
like Queens View, which I was and still am counsel of, and Kings
View, which is on a title I site in the Fort Green area in Brooklyn,
and we just started construction a week ago, those are considered true
cooperatives.

Louie Pink, who is now deceased, was president of those coopera-
tives. We have men on the board of directors like Gerard Swope,
former president of General Motors, people like the president of the
National City Bank of New York, and those projects were known as
true consumer cooperatives.

And I think it is only fair to say that those consumer cooperatives
would not have been created if it were not for the organization and
initiative of some group outside of the ultimate consumer.

In the case of these particular projects, Kings View and Queens
View, it is a group of public-spirited citizens. These public-spirited
citizens wanted to do a job for middle-income families, and they them-
selves advanced some of the preliminary working capital entirely at
their own risk. They were to get no interest on their money, if the
project succeeded they would get their money back, and if it didn't
succeed it would be a loss.

They also gathered from cooperative prospects and made it into a
true consumer project. That does not mean that the ultimate con-
sumer was able to get together and organize and develop a coopera-
tive housing project.

My first point is that I think it is somewhat naive to believe that
the ultimate consumer can develop a cooperative housing project with
all its complexities in the law of finance, administration, planning,
construction. The driving force, the know-how, must come from
someone outside the ultimate consumer.

There is also the preliminary capital to get a housing project under-
way. You cannot do it out of thin air. There are certain adminis-
trative expenses, preliminary work, preliminary plans, and a little
bit of money must come from some source to get a cooperative for
the consumer.

Now, I want to emphasize this whole problem of sponsorship a bit
because I know that goes to the heart of getting what we like to call
genuine cooperatives to eliminate all of the abuses and evils that we
have been reading about in the previous section 213 program.

Very quickly, I think there are about four sources of sponsorship
of a cooperative, and I pass over them very quickly because there
probably will be questions on this: One would be the Government
itself, Federal, State, or city government could build a housing proj-
ect, and then convert it into a cooperative. I think that is sort of an
easy way out, but I don't think it is a very good way because I
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wouldn't like to see any of the governments in the direct construction
operation of a project.

Give those activities to private enterprise, to private initiative, have
let people do things for themselves, and only by laying their own
problems and doing their job would they really appreciate it.

The CHAIRMAN. You mean for people who can do things for them-
selves. You are not talking against public housing?

Mr. TRETTER. Oh, no. As a matter of fact, I was executive director
of the New York City housing for 10 years, and I am all for public
housing.

I am glad you raised that point because I don't want any misunder-
standing about that.

The second source of sponsorship in this State, at least, could be
insurance companies and savings banks. They have the power under
the law to use some of their surplus to build housing, and then they
can convert that housing to cooperatives, and that is not a bad ap-
proach because these institutions certainly have the money and know-
how to build these projects well and quickly, but at this point we
cannot rely upon that source. These institutions are very busy with
their primary functions, and in recent years their policy has veered
away from direct construction. They would rather be in the second-
ary position as mortgage lenders, so we cannot rely on that particular
source.

Now, the third source is what we call the true consumer type, some
nonprofit group like a foundation, a labor union, a credit union, a
group of public-spirited citizens like we have had in Queens View and
Kings View. That has a great deal of promise, and although I have
been and many members of those groups and have participated in the
formation of that type of cooperative, I wish to say that from the
immediate point of view I do not think we can get a large program.
Each project is a great project, but you cannot get a large program
that way at this time. There are a limited number of unions who
would be willing to participate. There are some foundations and I am
a director of one of them that are very much interested in this field,
the United Housing Foundation, but it has very limited funds, a very
limited staff, and a great deal must be done to develop that type of
thing.

We talk about European experience in cooperatives in all of these
agencies, but that has been going on for many, many years, and I amnot familiar with the background of how that has developed. I do
know it is going to take more time to have that type of nonprofit
group on a large scale to develop a housing program which we need
at this time for many, many families. It is a good source, but I don't
think it can do the entire job at this time.

Then we come to the last one we call the builder-sponsored cooper-
ative. Now, the builder-sponsor or the initiative deriving from abuilder or someone who owned the piece of land, as we know has beenthe major source of sponsorship in the original 213 program.

I need not go into all of the programs. I am sure you gentlemen
are familiar with them as a result of hearings, but the novelty of
that program and the education which everybody had to undergo, the
tenant stockholders, the consumer, the builders, the mortgage lenders,the FHA, it was new, and they wanted to do it quickly, and as a result
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of that, of course, all of these difficulties and disputes and lawsuits
arose.

However, under the new legislation in 1954, as amended in 1955,
and particularly the new regulations of the FHA, and their effort
to eliminate those abuses that have arisen, I think we have a grand
opportunity for a new large cooperative program. I think the FHA
has got to take a new look and all of us must take a new look, and
in my opinion not put up these obstacles in the path of the so-called
builder-sponsor as long as we have healthy regulations and a healthy
staff to operate the program we should welcome the builder-sponsor
back into this field.

I am not going to say what Mr. Raider said. There are possi-
bilities of developing cooperative corporations which would be inde-
pendent of the builder-sponsor. I have to go back to Mr. Raider's
testimony because I feel in my own mind there is one point that ought
to be clarified on this identity of interest because I am involved on the
other side of the fence in trying to get a project underway for the
consumer.

The main difficulty in this directive is that Washington has frowned
on the idea that the contractor is going to make a loan to this cooper-
ative corporation, and we are making the assumption that the coop-
erative corporation is independent of the builder.

It has its own counsel, its own supervising architect, its own man-
agement, and let us assume that it is entirely honest and that it is
going to really negotiate with the builder at arm's length. What this
directive said is, if the builder made a loan to this cooperative cor-
poration for the initial expense, some preliminary expense, and if this
builder also undertook to defray the cost of sales program, that is the
kind of feature that Washington said we must frown upon, and that
creates that kind of an identity which puts additional burdens on the
builder.

Now, I say that is not right because if we start on the assumption
that the builder will not dominate or control this corporation, the
mere fact that he makes a loan for such preliminary expenses should
not make it more difficult for him to build that job.

Now, even in these other true consumer cooperatives, we know that
there are builders that have to build these projects. The builder gets
a builder's fee in all of these things, and in the consumer cooperatives
that I have been connected with it is acknowledged that a builder is
going to make a profit on his contract and, therefore, we have no
hesitancy in these other cooperatives of getting some money from
the contractor along with some of the other public spirited citizens
on the board to help launch this project, and as long as it is all
disclosed to the stockholders, they all know where the preliminary
money comes from, and there is no domination by the builder of the
cooperative corporation, there is no evil, and it is that one particular
point, I think if it were corrected in this directive would help this
program.

The CHAIRMAN. Well, could not these advance loans between the
builder and the cooperative be disclosed to FHA, and couldn't there
be a type of contract to show that the builder did not have control
over it ?

Mr. TRETTER. That was the purpose, to submit the entire agreement
to the FHA, have nothing concealed whatsoever, all the cards on the
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table. Then FHA could approve it. We would have a meeting with
the initial stockholders and the program could be explained, and we
could ask them to vote and ratify these arrangements if they wish,
and, if not, there would not be a program but everything would be
disclosed.

Mr. O'HARA. Mr. Chairman, I have always been a strong believer
in the cooperative feature in housing. In Chicago in the late 20's we
had a very unhappy experience with cooperative housing, and my
difficulty among the people of the city that I come from has been
to explain to them what we have in mind in the way of consumer
initiated cooperative housing so that it doesn't go back to the terrible
rackets we had in an earlier period with cooperative housing engi-
neered by racketeers.

I feel that both of you gentlemen have made a real contribution
here today. In many cases there may be a legitimate connection at
the initial stage with the builder. But we must get rid of some of
the abuses of the past, and we must proceed cautiously. We must
differentiate between the perfectly honest builder, on the one hand,
and the type of builder who tries to make a racket out of what the
other, and I want to think the majority group of builders, finds a field
of real service.

Mr. TRETTER. I agree with you.
The CHAIRMAN. I don't think anybody wants complete builder

domination in cooperatives to the extent that the consumers would
not have any say so in the matter at all and would be subjected to
high pressures of various types.

Mr. O'HARA. That is right, Mr. Chairman.
The CHAIRMAN. Go ahead.
Mr. TRETTER. I would like to leave this point on the problem of

sponsorship by saying I am as anxious to have as broad a program as
possible here as we can. Get the honest builders and the nonprofit
groups into this. I don't know too much about this, but if there does
exist this so-called black list-I don't know that it does-which just
bars indiscriminately any builders who have been in the 608 pro-
gram-I haven't been in the 608 program. I haven't represented any
builder along those lines at all, but I do feel perhaps a blunderbus
approach of that kind may be comforting to officials but with these
new protections we are putting into regulations perhaps a more dis-
criminating approach will help produce some good cooperative hous-
ing for the consumer.

Now, on the special assistant, that has been discussed with Mr.
Raider, but I would like to add my emphasis that if this special assist-
ant isn't given some real authority and some power, and if there isn't
developed a division, a cooperative housing division in the FHA to
develop this program, it will result in no benefit whatsoever.

The CH-AIaRMN. You mean he must be something more than a
figurehead.

I would like to ask do you think that the basic attitude-and
I will say the fundamental philosophy in FHA, with all of its other
big broad programs, that it fits in, their thinking fits in with the
cooperative.

Specifically, do you think the program of cooperative housing ought
to be retained in FIHA or someplace else?
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Mr. TRETTER. I think, sir, it could be retained in the FHA if it were
given its due emphasis and importance in the program. Originally,
I feel the cooperative program was an orphan.

Mr. GAMBLE. Was what?
Mr. TRETTFR. An orphan It was strange.
Mr. GAMBLE. It still is, isn't it.
Mr. TRETTER. I feel, sir, reasonably with all of the talk about the

problem of middle-income families and cooperatives, there is a small
group here in New Yorr and Washington, the people who are directly
in contact with the people and problems.

Mr. GAMBLE. But it is confined to the cities largely, isn't it?
Mr. TRETTER. Well, that is the only experience I have here. I

couldn't say what the attitude is in any other place, but we do have a
small devoted group here, and I think if that were built up, if we had
a separate division in the FHIA. give them some stature, and some
money, and some real staff, and I say it is important because coopera-
tives are so different from the type of program that the FHA has been
handling until now.

We cannot get away from the fact that the cooperative corporation
and the great mass of tenant stockholders look to the Federal Govern-
ment for protection. They feel that when they see the FHA insurance
that the Government has protected them, and in the past we know the
philosophy and practice of the FHA in the rental programs was to act
strictly as an insurer, to deal with a builder and to deal with a bank.
They didn't have these grassroots problems of thousands and thou-
sands of families. That was foreign to the FHA, and they have been
waking up that this is a different kind of animal, and therefore I
think it needs a little different treatment in the way of staff, even if
it means a little bit more money than would normally be spent.

The CHAIRMAN. Well, I think I should say in all fairness to FHA,
and everybody in Washington, that only in recent years has the Con-
gress, even though we have carried it in the bill from time to time
under certain headings, but only recently has the Congress taken a real
down-to-earth active interest in it and I am hoping that from that
we can all go forward.

Mr. TRETTER. I think it will help very much, sir.
Mr. BARRETT. Mr. Chairman, may I ask a question ?
The CHAIRMAN. Mr. Barrett.
Mr. BARRETT. Do you think the FHA has any fear of builder domi-

nation ?
Mr. TRETTER. Well, I think in the recent past they may have been

paralyzed by these hearings, these investigations, if that is what you
mean. but I find that in the New York office they are not afraid of that
as a bogeyman. They have been trying to work out this program un-
der the directives and the new relations.

I think you just cannot fear and get a job done.
Mr. BARRETT. May I ask you this: In order that we don't get back

into 608 profits, would you be willing to state a reasonable fee for
the builder on his investment? What percentage of the fee of his
investment do you think he would be entitled to?

Mr. TRETTER. I think, sir, that should depend on the size of the
project.

Mr. BARRETT. Let us take a minimum and maximum and if you
care to embellish that.

68692-55--pt 1-14
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Mr. TRETTER. If you have a small one, I think the fee should run 10
percent. On large projects it may go down to 5 percent or less.

We have huge developments in the city of New York and Chicago
and other large cities, and I think all of these fees, whether it is build-
ers, architects, legal, have to be scaled to the size of the project, and
with the risk that the builder would take in some of these programs in
laying out preliminary capital for a moderate-sized project I think at
least 7 percent would be a desirable fee.

I am not really equipped to give you a final answer to that. Per-
haps information should be obtained from contractors, people in the
building congress here in the city of New York, and the professional
societies, the American Institute of Architects, and others, can help
in recommending proper scales or fees for these projects.

Mr. BARRETT. Now, may I ask you just two brief questions here:
What is the percentage of turnover with the tenant stockholders?

Mr. TRETTER. In the cooperatives that I represented ?
Mr. BARRETT. Yes.
Mr. TRETPER. The percentage of turnover is very, very slight.

Simply from natural causes, and there are people who get a little bit
disappointed in the problems of cooperatives, they are not coopera-
tive minded, they may go out to buy their own home, some of them can-
not get into this development-

Mr. BARRETT. Family expansion?
Mr. TRETTERL Yes, maybe family expansion, moving from the city,

and personal reasons. Some people go into a cooperative, and don't
like it. There are a few. But generally speaking there is a very
small turnover. I think there is a great stability in this type of pro-
gram. I am talking now not only of the 213's that I represent, but
these other consumer cooperatives.

Mr. BARRETT. How is the tennant stockholder protected? Let me
give you an example. Suppose he is a stockholder for 7 years, and
he desires to move, and the Doe family is willing to buy his stock and
pay him a greater sum then he had paid in, how would he be protected
on that basis?

Mr TRETTER. You mean how would he le protected to get that
larger sum than he originally invested ?

Well, sir, my own feeling is on a true cooperative project he should
not be entitled to any profit on his original investment because I
think the whole program, whether it is 213's or other types of cooper-
atives, they have been made possible by public features, by insurance
of FHA, and by the legislation that you gentlemen enact, and other
benefits that the city gives, and I feel that a consumer coming into a
cooperative of that type should realize that it is nonprofit, that the
purpose is to serve him at a moderate rental and give him good hous-
ing, but when he is ready to get out I don't think he should get more
for his stock than he paid for it. He should not profit on the devel-
opment of a public program.

The CHAIRMAN. You may proceed with your statement.
Mr. TRETTER. Thank you.
Now, on the question of mortgage loans, I don't think we can be too

complacent about the mortgage loans in this particular market.
Normally, 41/ percent fully insured should be very attractive to mort-
gage lenders, but we know we are in a tight and uncertain money
market, and, in addition, there are some institutions that have ex-
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pressed the idea that they may not be interested again in 213's. There
has been so much disillusionment, lawsuits, and discouragement, and
some of the banks that have participated in the old plan may not.
1 think they are wrong, but the point I wish to make is I think the
FHA should quickly take positive steps to enlist the interest of all
mortgage lenders.

I think it would be helpful if they called a conference of savings
banks and other mortgage lenders and explained the new type of
program, the new regulations, the valuable features that will be built
into these projects, and get the lenders interested or reinterested.
Those who haven't been interested in the program at all should be
sold on it.

I want to take the example of the public-housing program. In
the early days it was difficult to sell these housing authority bonds
even though the Government subsidy was fully pledged, and they were
very good bonds, but the investment bankers were not familiar with
them.

The PHA the Federal agency in those days-a different, name,
perhaps, but the present PHA-they would go out and sell this pro-
gram to the investment bankers. They would call these conferences
and answer questions.

I think something like that will be necessary at this time with re-
gard to the mortgage loans because we are in a rather difficult month.

Just one point when we are talking about mortgages. I find that
some of them, perhaps very few, really abandon their responsibility
as soon as they get an FHA insurance on a mortgage. I think it is
too bad since these institutions are always in the forefront of the
responsibilities of private enterprise and private initiative. I think
that even though the FHA insures the mortgage that that bank ought
to assume the same type of responsibility that it would if it were a
conventional loan. In other words, they ought to take a much better
look at these plans and specifications and review them to make the
suggestion they would do and obtain the changes if the loan were
not insured, and during construction the more time spent by the
bank even on spot inspections to see that it is built, not necessarily
minimum compliance, but the way they would like to see it built if
they had to own this project.

I do not wish to give the impression that all banks have failed to
assume their responsibilities, because by far and large they have done
very well in participating in the problems of these cooperatives, but
some of them have taken a point of view that the original builder
sponsor is the customer, and they forget that the cooperative corpora-
tion and the great mass of tenant stockholders are the ultimate bor-
rowers of this money, and that they will have to live with the
cooperative corporation, and that would all come in part of this edu-
cation that I think the FHA should undertake in going out to the
grassroots and meeting with these banks.

Now, on Fannie Mae, that was discussed here with Mr. Raider.
When we have a bad market, Fannie Mae could be very helpful. Of
course, the present appropriation of $50 million, even though it is
revolving, cannot go very far in large centers when 10 percent of
the appropriation is limited to any one State, that means $5 million
to New York State, until the commitment is completed, which may
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be about 18 months, and then another $5 million. That will help in
a few cases, but will not be a general panacea.

The CHAIRMAN. I remember that section of the law very well in the

discussions that we had in the conferences. I notice you say when
the one project is completed on the revolving basis they can get an-

other $5 million. We have been told FHA holds you get $5 million

per State, period.
Mr. TRETTER. I wouldn't want to say because I have not studied it

to that extent.
The CHAIRMAN. We will ask somebody else about that.
Mr. TETTER. I will make two points. I think the appropriation

ought to be increased, and there ought to be more flexibility. If one
State has used its 10 percent, and other parts of the country are not
using the money, I think there ought to be some flexibility to permit
more of that to be used in the big centers.

Now, as to the regulations-
Mr. ADDONIZIO. May I interrupt. I want to be sure I understand

you correctly.
You are not asking to increase the $50 million, but you are asking

to increase the 10 percent?
Mr. TRETTER. I would ask both. I would think $50 million would

not be sufficient for the country.
Mr. GAMBLE. For what purpose?
Mr. TRETTER. Picking up cooperative mortgages where the company

is not able to place the loan through normal banking channels. I
think that is the purpose of Fannie Mae.

Mr. GAMBLE. Let the Government take the rap, you mean?
Mr. TRETTER. These are good mortgages. If we have a temporary

difficulty in financing, I don't think the Government would take the
rap.

Mr. GAMBLE. I am not barring cooperatives. I have just always
been afraid of Fannie Mae in case of a depression.

The CHAIRMAN. Let us clear up one thing more. That $50 million
is a revolving fund.

Mr. TRETTER. I understand it works this way: Let us assume they
make a commitment of $5 million to New York City. That commit-
ment will be outstanding perhaps for 18 months while the project is
under construction. When the project is completed, after a year or
18 months, and the mortgage then becomes definitive, and they can
go back to another $5 million project in New York State. That
means one shot is tied up for 18 months.

Mr. ADDONIZIO. That means New York is limited to $5 million.
Mr. TRETTER. Yes; during the 12- or 18-month construction period.
Well, if you are going to have a fairly extensive program, all

builders want this opportunity, assuming they cannot get their mort-
gages through normal channels. But, in any event, I feel that these
things FHA imposes will negate that, because with a 1-percent non-
refundable application fee, as I get it, and one-half of 1 percent for
the purchasing fee, and then they pay 96 percent of par for the mort-
gage-

The CHAmIMAN. That is Fannie Mae, you mean?
Mr. TRETTER. Yes; and then as I understand it the loan must be

processed through a local bank in any event before Fannie Mae picks
it up, so the local bank will charge one-half of 1 percent to 11/2 per-
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cent, and the net return to the cooperative corporation might be about
93 percent. Who pays the difference?

We have an assumed capital cost. That means the consumer must
come in with more equity money to pick up those six points we lost
on the mortgage. That is going to make it rather difficult, and I don't
know whether the Fannie Mae loans will be effective at all unless these
regulations are reconsidered.

Mr. ASHLEY. Do you think the fees are too high?
Mr. TRETTER. Well, I think the net result is not very good.
Mr. ASHLEY. Do you think the application fee is too high, $3 on a

thousand-dollar mortgage?
Mr. TRErTER. I wouldn't say. I wouldn't attempt to criticize the

agency, not knowing what their problems and costs are in processing
these applications.

Mr. ASHLEY. From the point of view of a builder. I am not asking
from the point of view of an administrator.

Mr. TRETTER. I am talking from the point of view of a consumer,
representing a cooperative corporation. If I had to go to Fannie
Mae to borrow and my net result was 93 percent on the mortgage,
I would be discouraged.

Mr. ASHLEY. I am trying to get a breakdown of that, you see.
Does the application fee, for example, $3 on a thousand, seem high
to you ?

Mr. TRETTER. We are talking now not of the application fee for
filing an FHA project.

Mr. ASHLEY. If you add all of these up that is where you get your
93, isn't it?

Mr. TRETTER. No, sir. Let me repeat it.
This would be, as I understand it, if a cooperative corporation made

an application to Fannie Mae for a loan. Fannie Mae would charge
1 percent of the amount of the mortgage as an application fee, not
3 percent, 1 percent. Then if they purchased the mortgage they would
charge another one-half of 1 percent. Then they wouldn't pay par
for the mortgage, they would pay 96. Then the cooperative corpora-
tion would have to pay a local bank anywhere up to 11/2 percent. That
means about seven points go off the mortgage.

Now, I don't want to belabor this, because I am not really an expert
on FHA.

The CHAIRMAN. The truth is that it won't work anyway. Fannie
Mae is not doing any business of that type, and won't until it gets
some changes, in my judgment.

Mr. TRETER. I see, sir.
The CHAIRMAN. It not only is having the same trouble with coop-

eratives, but with the mortgage market, generally.
Mr. TRETTER. I will now quickly conclude, if you wish me to, sir.
The CHAIRMAN. We are running short of time.
Mr. TRETTER. On the real-estate tax which vitally affects the con-

sumer, when tax rates go up, people always complain, but the coopera-
tive consumer, as that type of consumer cannot complain about the
New York City tax rate because everybody is hit the same way.

The real source of complaint, sir, is that there has been such a
tremendous gan between the figure of assessed valuation originally
computed by FHA in these project starts, and the figure that is finally
put upon it by the city officials. I have no idea how the FHA ap-



206 INVESTIGATION OF HOUSING, 1955

praisers arrive at their figures. I am not attempting to criticize them.
The point I wish to make here, and quickly, is that I think that the
Federal officials and city officials should talk to each other when they
are developing this kind of a program. They are again taking expe-
rience in the public housing program, and when the public housing
project comes into a community there is a close relationship between
Federal officials and city officials.

Mr. BARRETT. You were counsel for the housing authority, you say?
Mr. TRETTER. Yes.
Mr. BARRETT. How do you feel about housing for the aged and sin-

gle persons ? I wonder if we can get you on record on that point, and
also the handicapped?

Mr. TRETTER. I think, sir, that it is a very necessary program. At
the time I was at the Housing Authority-I resigned in 1947-we
hadn't gotten to that point of housing for the aged. We did begin to
develop a program for paraplegics and for other handicapped indi-
viduals, but I think the whole approach and the studies that are being
made today of public aid to the aged and handicapped are very
desirable.

Mr. BARRETT. I don't want to carry on on this point too long. Let
us strike an example.

Suppose New York were to get 25,000 a year, what percentage of
those do you think should be given to the aged?

Mr. TRETTER. I simply am making a guess; I do not have enough
information to give you an intelligent opinion on that.

The CHAIRMAN. You may proceed.
Mr. TRETTER. I hope I have made my point on the real-estate tax.

I think that is very vital, having Federal officials sit down with the
local assessors at least to discuss their points of view, and whatever
develops there will not be that kind of gap which will create disap-
pointment and disgruntlement on the part of the ultimate consumer
when he finally moves in.

On mortgage insurance premiums, there, too, I don't know the
actuarial basis for establishing mortgage insurance premiums in the
entire FHA program, or the 213's in particular. I do feel, however,
this committee might reexamine that question. These cooperatives,
middle-income cooperatives, are usually large and, as I said before,
they have a great deal of stability built into them. The consumer
does make really quite an investment, and it may be that this type
of a housing development should not have to pay the mortgage insur-
ance premium of one-half of 1 percent. It may very well be that that
is excessive, and that it should be reduced, which would help the con-
sumer because it brings down the carrying charge, and if that is done,
of course, I think it should apply to existing cooperatives as well as
to nPw ones.

Now, one of the great complaints in a cooperative housing program
in the past has been the timelag between the initial sale of stock and
the occupancy of the project. In some cases, that has taken years,
several years, and during that period you get a great deal of dis-
content. as you can very well understand. The consumer doesn't
realize the technical problem. doesn't understand governmental ad-
minftrntive procedures. All he knows is that he bought this stock
in 1950 and he is not moving in until 1953, and he looks for other
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apartments,. and he abuses and accuses everybody that had anything
to do with the program.

Consequently, I think the FHA and all of us must do something
to cut down that timelag between the initial sale of stock and the com-
pletion of the project.

Now, there are two suggestions that I have. We know, of course,
that timelag will depend upon the period of construction, there may
be strikes and things of that sort, but I am discounting those things.
I am just thinking of the normal process, cutting down the period
between the sale of stock, knowing you are going to participate in
the project, and date of moving in. I feel that if there were ade-
quate FHA procedures that there are some builders, at least in this
town, who would with their own money at their own risk, and under
FHA inspection, start the construction of a project with the idea that
they would at a later date complete all their arrangements by sell-
ing out the stock and making their final mortgage arrangements.
The builder, of course, would have to get a commitment from the
FHA, which would be subject to certain conditions. The FHA would
not assume any risk, because if the builder did not meet those con-
ditions he would not obtain the final insurance.

I think that ought to be looked into.
The second point on cutting that timelag down is I feel strongly

that there should be a program whereby a builder can start on a
project as a rental project and then convert to a cooperative. Why
should he have to sell that stock if he is willing to assume it on a cer-
tain basis? If he can later convert to a cooperative, I think that
should be encouraged.

My last point, on architectural planning: Both sponsors and the
FHA, it seems to me, will have to pay a little bit more attention to
architectural design. I am afraid, particularly in large communi-
ties, that these FHA projects may begin to take on so-called institu-
tional looks. The builder-sponsor naturally likes to repeat plans
that have been previously approved. He knows they will be more
quickly approved and has a better idea of what his costs are; but
if we do too much of that, we will lose our ingenuity and the value
of improvement in design, and we are certainly going to lose some
beauty in these developments where we have a great opportunity.
Also, in superior design, there particularly I feel that FHA should
reexamine its minimum standards, particularly with regard to com-
munity facilities, things like meeting rooms, craftrooms, director's
rooms, management offices. Many of those things have been over-
looked in the past, and they do not make for good communities.

We like to think of these cooperatives on the basis of long-term
homeownership, and these families are encouraged, they have to par-
ticipate in meetings and social functions, and these projects should
provide for those things.

Gentlemen, I feel this committee is doing a great thing by coming
to the localities to listen to our problems and some of our complaints,
but they are, at least in New York, as far as I know it, there is now a
good small nucleus in the FHA that I think is devoted to cooperative
housing. With your help, with a special assistant, and a good staff,
and with your interpretation of your intentions so that they won't
feel scared and bound by previous practices, I think they can have a
very good cooperative program in this and other cities.
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The CHAIRMAN. Thank you, Mr. Tretter.
I wish we had time, gentlemen, to go into questioning, but we are

running a very close schedule, and we express our appreciation to
you.

Your whole statement will go into the record, including the ques-
tions we have asked you. We appreciate your giving us your time
to come down.

Mr. TRETER. Thank you.
(The following data was submitted to the subcommittee:)

REPORT ON 213 HOUSING

(Prepared by Samuel Paul, AIA, chairman, committee on architecture and
construction research, Long Island Home Builders Institute)

The new 213 program under the Housing Act of 1955 is basically an excellent
one, inasmuch as it is designed for the middle-income group, for which there
is a great demand. When Congress changed the law to have the mortgage
'commitment based on replacement cost instead of value, it not only made the
program workable on paper, but it has started to stimulate a great deal of
interest among builder groups.

In order to implement this program and encourage groups to participate in
setting up housing projects, it becomes necessary to remove obstacles which
make it difficult to complete a project from beginning to end.

There are four major items worthy of consideration in order to expedite the
program:

1. FHA processing.
2. Selling the apartments after the commitment has been issued by FHA.
3. Undue demands by cooperators and lawsuits.
4. General attitude of builders, cooperators, and FHA employees.

Timing is a determining factor which will encourage or deter builder groups
from setting up 213 projects. In the past the time taken from the site approval
to start of construction was not only many months, but in some cases several
.years.

i. FHA PROCESSING

There are so many changes that take place in the housing market that it is
important to have a project start as quickly as possible from the time of its
conception. As you know, the mortgage market may change; the labor market
,can vary; the general thinking with reference to layout and design can change.
If a project is speedily put through the chances of any of these changes af-
fecting the project will be diminished.

The local New York office has made a study in cooperation with the architects
of cutting down processing time, and are putting into effect improvements m
architectural processing. However, there is one operation in the processing which
is time consuming, that is, the quantity takeoff system-a process which must
be complied with as directed by the main office in Washington, D. C. I have
recommended that a great deal of time can be saved by resorting to a square-foot
takeoff plus extras, instead of this tedious takeoff system, which is now in effect.

I believe the quantity takeoff system provides more room for error. It requires
many more exhibits than should be necessary for a commitment and is cum-
bersome in its operation.

It is rather striking that projects of a similar type, such as 2-story, 6-story,
and multistory, will have a sameness in square-foot costs for each of the types,
even after they have made a complete quantity takeoff. This factual information
can be uncovered from the cases that have been processed. It is very significant,
but confirms that the quantity-takeoff system is not necessary. The man-hours
that are wasted on this system of processing could be devoted to more construc-
tive work.

2 SELLING THE APARENTS AER THE CMENT TE TE OTENT HAS BEEN ISSUED

After a sponsoring group has received its commitment, it is mandatory before
they can start construction that 100 percent of the apartments be sold. The
time necessary to sell the apartments varies with each project. The number of
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apartments, the housing market, the location, and the type of apartments are
all factors which determine how fast a project will sell. It is unusual for a
project to sell out in less than 3 months, and in many cases they run 6 months and
over. During the selling period apartments have to be sold 3 to 4 times before it
sticks. Families purchasing the apartments become discouraged not seeing con-
struction started, and ask for their deposit to be returned. However, once con-
struction is started selling is made easier and it is not difficult to hold the buyers

Therefore, it is recommended that a change be made incorporating a method
whereby the selling period is minimized or completely eliminated. Here are two
suggestions which, I believe, can be worked out to accomplish these results:

1 In order to start construction without having to go through the selling period,
the sponsoring group should be allowed to set up the project initially as a 207.
After the initial project is constructed, people can see exactly what they are get-
ting, location, etc. After the cooperators buy their apartments, the project is
then converted to a 213. In the competitive market that exists today, people
are hesitant in laying out money on the basis of a plan on paper which is shown
to them.

2. Another possible solution would be to allow the builder group to start con-
struction after 51 percent of the apartments are sold; instead of the present 100
percent.

The project should be broken down into sections whereby the first section should
be small enough so that the quantity of sales is kept down to a minimum Of
course, it is not very economical to start a project with a few apartments. How-
ever, once construction is started, selling has been known to have a terrific
impetus; thereby enabling the builder to proceed with the following sections of
the project.

Before setting up the remaining sections the sponsoring builder can determine
on the basis of requests for apartments from the first section, a more exact per-
centage of each type of apartment to supply on the succeeding sections. That is,
he will know better what distribution of 1-, 2-, and 3-bedroom apartments to offer,
and what particular features are desired.

The only time the problem of selling does not exist in when the sponsoring
group consists of labor unions or some other organization, which has the co-
operators already available for the purchase of the apartments. These situations
are very much in the minority as evidenced by the cooperative projects which
have been processed in the past.

I am sure there are other solutions to this problem, but there is no question
that this problem must be resolved in order to encourage the sponsoring groups
to proceed on 213 housing.

3. NDUE DEMANDS BY COOPERATORS AND LAWSUITS

A very disconcerting factor with reference to the cooperative housing pro-
gram are the demands which are made by the cooperators, usually right before
the project is completed and thereby ready to "final out." If the demands are
not complied with, usually lawsuits result.

The cooperator groups in the past employed their own architect, lawyer, and
sometimes engineer-and this all done right before completion-to go through
the plans, specifications, and the project itself, and make recommendations to
the cooperators. This team of so-called experts make the rounds of all the
cooperative projects, and because they know all the tricks and how to extract
additional concessions which are not required by the plans, specifications, or
other contractual documents, the builder, who is anxious at this particular time
to close out the project, usually gives in to many of the demands; even though
they may be unreasonable.

On new projects that are now being put through, the FHA requires that a super-
vising architect and lawyer be employed by the cooperators upon receipt of com-
mitment. They represent the cooperator group throughout the project and
arbitrate any questions which are disputed with reference to plans, specifica-
tions, construction, or legal matters.

This will undoubtedly diminish the nuisance of having every cooperator repre-
sent himself to the FHA or to the builder as wanting to be heard. However, fur-
ther steps, I believe, should be taken toward minimizing or eliminating undue
demands and lawsuits This is work for the legal department.
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GENERAL ATTITUDE OF BUILDERS, COOPERATORS, AND FHA EMPLOYEES

On multifamily housing ever since the housing investigations on title 608, the
builders have become not only cautious but skeptical about participating in any
housing projects where the FHA is involved They feel that they have been
unjustly called guilty until proven innocent with reference to their 608 housing
activities-a procedure whli h is not congruous with our democratic way of life.

Yet the 213 law provides the mechanism whereby a builder can with a reason-
able investment of money and time make a reasonable profit. He wants to enter
into the 213 program; he needs encouaPement because he is afraid. He is
afraid that he will follow the law to the letter, and several years from noy may
be held up in some investigation charges; he feels that now because he has just
come through a situation of that type If the builder can be made to feel that
they want him to participate in this program; that there is "cooperation from
Washington"; that there is a sympathetic feeling toward the program in general
by the people who are directing it, then the builder would undoubtedly partici-
pate in the program When de( isions are necessary, he would like to know that
they aren't going to be shelved for weeks and weeks-that he will get an answer
and that the answer will stick. He must have assuran, e that the program is
just not a bit of legislation, but that there is a strong desire to implement this
legislation

The cooperators are also taking a very skeptical attitude toward this program
because they feel, from what they have read, that the builders are making too
much profit on these projects, and therefore feel they are not getting the best
deal, even though the arithmetic shows that the 213 program with its low carrying
charges is the best buy that the cooperator can get any place today.

A justifiable complaint by the cooperators, which creates hesitation on their
part, is the fact that very often the carrying charges as indicated by the project
analysis as prepared by the FHA do not work out They usually find themselves
paying more than they had anticipated when they purchased the apartment.
Perhaps this is one of the biggest drawbacks today in the selling of apartments
to cooperators Often a tax rise, which is impossible for the FHA to foresee,
will create an increase in carrying charges.

However, it is felt that the FHA should estimate the carrying charges on the
slightly higher side than on the lower side, and it should be made known to the
cooperators that carrying charges are estimated, and subject to change.

The attitude of the FHA employees working on 213 projects is one of extreme
caution. They are trying to do a tremendous job, but yet are so intent upon
doing the right thing and giving the right answers, that this creates a tendency
to "pass the buck."

If the employees can feel that they are solidly backed up by the Washington
office, there undoubtedly will be a better feeling of security in themselves. It is
rather significant that only one project during the year 1954 had closed under
section 213.

I bAlieve that this whole attitude can be changed among the cooperators, the
builders, and FHA employees, if the Special Assistant Commissioner will be
chosen as quickly as possible, because in accordance with the law, he will be
"fully sympathetic" to the 213 housing program. This poison can create enthu-
siasm or he can allow the program to coast. He is an important person in imple-
menting this program I feel sure that the right man in this job will be instru-
mental in changing this attitude of such extreme caution that it becomes a diffi-
cult job to get things done

STATEMENT OF IRVING SHERMAN, PRESIDENT OF NORTHRIDGE, SECTION 3; CHAIRMAN,
LEGISLATIVE COMMITTEE, THE CONFERENCE OF FHA 213 PRESIDENTS, NEW YORK
CITY

Section 213 of the Housing Act was conceived in an atmosphere of haste
and unreality. Details were not carefully thought out. Congress, realizing
the pressing need of millions of GI's in the late forties, determined to appease
this demand, skirting around safeguards. As a result, section 213, as originally
enacted, instead of providing suitable housing for GI's in the middle-income
brackets, became a quagmire of higher rental charges and other frustrations
for most of the GI's

As brought out by the Capehart committee, corruption and inefficiency at-tended the origination and the construction of the 213's, as well as other Govern-ment housing projects. Land was acquired by unscrupulous individuals, over-
valued by a process of legal skulduggery, then loaded on cooperator-stockholders
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in onerous 99-year leases. The greedy builders then sought for further profits
by shortchanging on good construction, bribing inspectors, or getting around
inspectors so that stockholders, already sinned against, were further precluded
from receiving suitable housing

The FHA, charged with supervision of the 213's as an insurer up to 90 percent
of the mortgage, failed to control the builders in any way. The project analysis,
the heart of the 213 housing idea, became a travesty on charges in the hands
of a negligible and indifferent FHA. For example, charges for handymen to
be employed by the 213 corporations were given as $32. It never had been
less than $50 as could have been verified by calling up local 32B Similarly
for charges in connection with electricity, gas. and heat Perhaps the most
fatal miscalculation was that dealing with New York City realty taxes. Because
of an unduly low figure estimated, which might have easily been corrected by
referring to the tax commissioner, rent increases running from 10 percent for
Hilltop to 22 percent for Northridge, had to be imposed. Some of these in-
creases took effect almost from the day cooperator-stockholders took possession
of their properties.

The product of all this-legislation hastily conceived and as hastily enacted,
faulty and often derelict supervision by the insurer, the FHA-outright connivery
and skulduggery on the part of sponsor-builders, as witnessed by the multiplicity
of lawsuits against them, defective and often hazardous construction of many
of the 213's reflected in excessive depreciation and accelerated maintenance
charges-a skyrocketing New York City realty assessment and tax rate-all this
has concocted a brew that can no longer be called middle-income housing The
whole affair is, indeed, a travesty on democratic enterprise and a betrayal of
hardworking Americans, not to mention meritorious war veterans

It is true that, to some extent, S. 2126 ameliorates some of the conditions
outlined Permission, retroactively, to consolidate multiple corporate setups
into one unit will effect savings; less remunerative but helpful in the long run
is the now express command of Congress to the FHA "authorized and directed".
to help the 213's. But much more than this will have to be done if the original
intent of Congress with the 213's is to be effectuated

Following are steps which are recommended by the undersigned as spokesman
for the conference of FHA 213 Presidents in his capacity as chairman of this
body's legislative committee

1 Maintenance charges creep up fast in buildings and apartments not soundly
constructed, from the beginning. For example, nearly every 213 has received
several requests from mortgagees to make necessary repairs, paint fire escapes,
paint corridors, etc But mbst 213's don't have money for these jobs since
operating charges eat up most if not all of current income and few started
with any surplus due to sponsor-builder connivery Impinging, however, are
damages due to recent hurricanes. Take Northridge; damages to corporate
property were in excess of $20,000, while out of 1,120 units, over 600 were dam-
aged and the corporations are obligated to paint or make repairs in most of these
apartments in addition to waterproofing brick. etc Similar situations confront
most of the other 213's When it is considered that most 212's have operated
in the red from the start and have had to institute rent increases to avoid fore-
closure, where is the money coming from to take care of this additional load?
A way out is for Congress to amend the act so that instead of 40-year mortgages,
213's are given 60-year mortgages, without prejudice, so that they may have
breathin" areas to take care of their emergencies

2 H. R 4443, which seeks to reduce the premium for the 213's, from one-half
of 1 percent to one-fourth of 1 percent, is now in committee. It is demonstrable
that much of the current charges of the 213's are external to their true nature
and, actually, they are organized on a lower capitalization rate than other
real-estate ventures. Thus, cooperators in Northridge painted the corridors of
14 out of 17 buildings and cooperators also laid fences around gardening area
Similar cooperative work has been forthcoming in most of the other co-ops In
this view, a lower premium rate should be granted 213's, even if it might be
shown that the reserves, set aside for the 213's, based on the charge of one-half
of 1 percent are not ample, which has yet to be proved

3. Tax assessments and tax rates such as seen in New York City, if allowed to
continue in trend, will make a mockery of any Federal attempt at middle-income
housing. Congress, in return for grants to municipalities for slum clearance,
and so forth, should stipulate that such grants are to be conditioned either by
a corresponding tax abatement or tax grants from the various municipalities,
which legislation is to be made retroactive, so as to benefit existing 213's.
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4. Due solely to the negligence if not corruption of EHA officials, most 213's
have been forced into extensive lawsuits with builders Even if the 213's win
such lawsuits, attorney's fees and other costs may well be such that individual
corporations will still fall short of the moneys and construction factors orig-
inally intended for them. In this view, because it will make for simple justice,
it is hereby recommended that Congress enact legislation to reimburse the 213's
engaged in lawsuits, if only to the extent of legal fees and costs.

The CHAIRMAN. We will take a 2- or 3-minute break.
(There was a short recess taken.)
The CHAIRMAN. The committee will please come to order.
The next witness is Mr. William A. Schulz, director, Multifamily

Housing Office, FHA, New York City, and he is going to talk about
FHA insurance programs, 220, and urban renewal, and I am sure will
answer some questions for us.

We are glad to have you. You may proceed. If you have addi-
tional data and statistics which you would like to put into the record,
you may do so, in addition to additional data in connection with your
statement.

Mr. SCHnLZ. Thank you.
The CHAIRMAN. You can furnish it now or put some of it in later.

We want to have your record complete both as to the operations of
your office and statistics about housing.

If you don't mind, as you proceed with your statement I will ask
the committee to keep a keen ear on it and ask you questions as you
go along.

Do you object to that, or would you rather complete your statement
and then have questions?

Mr. ScnHLz. I would rather complete it, Congressman Rains, if you
don't mind.

The CHAIRMAN. All right, you may proceed.
Mr. SCHauz. Because I may cover many of the points that might

come up.
Mr. GAMBLE. That very often happens.
The CHAIRMAN. The members can make notes of things they want

to ask and you can proceed uninterrupted with your statement.
Mr. SCHULz. Thank you.

STATEMENT OF WILLIAM ADAM SCHULZ, DIRECTOR, NEW YORK
FIELD OFFICE, FEDERAL HOUSING ADMINISTRATION

Mr. SCHULz. Mr. Chairman and members of the committee, my
name is William Adam Schulz; I am and have been since May 1,
1953, the director of the New York insuring office of the Federal
Housing Administration.

Prior to this period, I was engaged in the real-estate business for
23 years, during which time I was president of the Long Island
Real Estate Board, the third largest in the United States. I served
as chairman of its management division and lecturing division on
commercial leasing. In addition, I was a member of the New York
State Appraisal Society, and the National Association of Real Estate
Boards.

I am glad to have this opportunity to appear before your committee
and assist in any way possible concerning the operations of the Fed-
eral Housing Administration in this area. If agreeable to the com-
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mittee, I will present a brief statement and then be available for
questions.

With me today are Mr. Walter Fried, regional counsel of the
Housing and Home Finance Agency, and Mr. Charles Horan, regional
director of the Urban Renewal Administration. They will be glad
to assist in answering any questions concerning their respective oper-
ations which have a bearing on FHA mortgage insurance for housing
in urban renewal areas.

It is my understanding that the committee is seeking to ascertain
whether the time for processing mortgage-insurance applications has
resulted in undue delay on the part of FHA and whether there is,
as some witnesses stated, evidence of uncertainty, timidity, and a pos-
sible effort to frustrate the housing program.

I want to address my remarks to these matters.
Delay, if any, has not been the result of any dilatory action on

the part of FHA. It must be recognized that the urban renewal and
redevelopment program is a difficult and necessarily complex one to
administer. It involves separate considerations by the municipal
authorities, the Urban Renewal Administration, the FHA, the builder
sponsors, and lending institutions. All of these various interests must
be coordinated with the ultimate result of developing a proposed
project in such form as will permit financial aid to be made available
by the Federal Government and will also permit mortgages on the
project to be insured by the FHA.

Obviously, in such a complex arrangement time must necessarily
pass before a project reaches the commitment stage. Basically, any
delay in reaching that stage stems from one fundamental problem.
Builder sponsors have had a motivation to obtain maximum terms
favorable to them, such as excessive land valuations, minimum mort-

gage amortization payments, excessively long-term mortgages, such
as 50 years, minimum cash investments, builders' profits above what

has been determined to be fair and equitable, and quick recovery of
investment. FHA, as an insurance agency, necessarily has the obl-

gation to protect its insurance liability by the exercise of prudent

judgment in evaluating the risk. It has therefore attempted to apply
sound underwriting concepts.

To illustrate the difficulties of these problems, I wish to submit

a complete summary of all actions and decisions in one of these cases,

and with your approval I would like to have it included in the record.

The CHAIRMAN. It may be included.
Mr. ADDONIZIO. This is the project that has been recently approved

for Mr. Axelrod?
Mi. SciULz. That is right.
The CHAIRMAN. It is one we heard testimony from Mr. Axelrod

about on 220?
Mr. SCHOUz. That is right.
The CHAIRMAN. Let it appear at the end of his statement, Mr.

Reporter.
Mr. SCHULZ. I will give it to him at the end of the statement.

We first examined the North Harlem housing project, also referred

to as Delano Village, in 1950, under the provisions of section 207.

Under this section of the law the mortgage could not exceed 80 percent

of the FIL estimate of value. Because of the nature of the area being

redeveloped the estimate of value necessarily had to reflect a high
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degree of risk and the valuation determined upon ly FHA was sub-
stantially below the cost estimated by the sponsor. Thus the mort-
gage which we could reasonably insure was less than 80 percent of
the estimated cost. The result was that the sponsor would have had
to put in more equity or front money This he was not willing
to do.

Our records show that the PHA determination of value was made
promptly and without delay. It was rejected. The sponsor next
tried the section 213 program because the mortgage amount was
then by law based on replacement cost rather than value, which re-
sulted in a higher mortgage amount. Again I want to point out that
processing was completed without delay. Unfortunately, as .Mr.
Axelrod has testified, the project again fell through, this time because
he was unable to arrange mortgage financing.

At that time lending institutions did not look with favor on section
213 projects. The sponsor again filed in November 1954, for a rental
housing project hoping to obtain an acceptable mortgage amount
through the application of the provisions of section 220 of the Hous-
ing Act. Our analysis indicated that the plans submitted for the
section 213, which was a cooperative project, would not result in a
feasible rental housing project under section 220. After a detailed
study of the plans, reconunendations were developed calculated to
improve the income-producing capacity of the project and thus mak-
ing the project feasible.

To make these architectural changes the sponsor took about 2
months, but, as Mr. Moses stated Wednesday, they made for more
conservative financing without adversely affecting other character-
istics of the project. With these changes the project became feasible
even though value was still somewhat below replacement cost. A
loan equal to 90 percent of replacement cost did not become possible
in this case, however, until the enactments of the housing amend-
ments of 1955. Under this legislation replacement cost was sub-
stituted for value as a basis for determining the amount of the
insurable mortgage.

Actually the obstacle to arriving at a sufficient mortgage amount,
now removed by the housing amendments of 1955, was only one of
the problems. Other differences with the sponsor during this period
included land valuation, mortgage amortization, term of mortgage,
and provisions in the charter to permit an accelerated withdrawal of
equity. Agreement on these matters were recently resolved in favor
of the FHA position, thus permitting FHA to issue commitments.

We insisted on a sound amortization plan providing for payments
which decline as the mortgage matures, thus providing for the possi-
bility of reduction in rents in later years. The sponsor, on the other
hand, desired a plan which provided for smaller payments in the early
years thus permitting him to take out equity investment faster. The
land valuation problem was particularly difficult. The sponsor pur-
chased the land for $2.04 per square foot and estimated that final ten-
ant relocation and land clearance expenses would increase his cost
to $6.50 per square foot. FHA in estimating the replacement cost of
the property must include land at its market value, rather than the
sponsor's estimated cost. By FHA applying all accepted appraisal
standards, it arrived at $4 25 per square foot. I am happy to report
that the sponsor finally accepted the commitments on this basis.



INVESTIGATION OF HOUSING, 1955 215

Agreement having been reached the commitments were issued a few
days later. Prior to settlement of these matters FHA could not have
issued the commitments regardless of pressure from any source.

I now believe the mortgage security is good, and I do not think we
have been unreasonable in our effort to protect the taxpayers' money.

Another case which has not yet reached commitment involves a
claimed land cost by the sponsors of $11.15 per square foot against an
original contract price of $3.54.

I might mention that in all contracts for the purchase of land with
the city the sponsor builder is required to relocate tenants and clear
the land. This procedure has proven to be one of the most trouble-
some aspects of the program, and has created for FIIA the greatest
difficulties in determining land value as well as creating other prob-
lems affecting both FHA and URA. It would seem to me that the
city of New York should perform these functions just as all other
cities in the country, namely, relocate tenants and sell the land cleared.

The New York method puts an undue burden on the sponsors and
affords opportunities for delay, milking of the project, mishandling
of the relocation problem, and tends to limit the number of bidders
for the land. If the city of New York had undertaken this obligation,
as other cities do, the program in New York would have been much
further advanced.

May I refer this committee to the recommendations with respect to
this subject contained in the report of the mayor's committee for
better housing. That report recommends adoption of the principles I
have mentioned.

Mr. McMurray has testified that we in the New York insuring office
have slavishly applied unrealistic regulations. He has given 10 pur-
ported examples. I feel that in order to be able to continue to suc-
cessfully administer the program in New York City it is necessary for
me to point out that these charges are not based on fact and are inap-
propriately directed against sound business practices.

My staff has prepared for the information of the committee a de-
tailed analysis of Mr. McMurray's 10 examples which explain the
fallacies in each instance. Since these generally relate to technical
detail I would prefer to have them inserted in the record without
reading.

The CHAIRMAN. That may be done at the conclusion of your testi-
mony, Mr. Schulz.

Mr. ScnULz. Thank you.
In all fairness to Mr. McMurray, he testified that his statements

were not based on first-hand experience but, rather, on what he had
heard from people outside the FHA. All Mr. McMurray need do to
get this first-hand information which he lacks is visit my office. All
our procedures and other data are open to him or anyone else.

I wish to express my appreciation for the opportunity to appear
before the committee and give this explanation of our operations.

I am now available for questions.
The CHAIRMAN. Mr. Schulz, we appreciate your coming, and I must

congratulate you on the pointed brevity of your statement. A great
many people would have utilized more time not saying as many things
as you did and to the point. We appreciate that first for the record
and, second, since we are interested in conserving time.
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(The material referred to by Mr. Schulz is as follows:)

DELANO VILLAGE-FORMERLY NORTH HARLEM GARDENS-SECTION 207

November 13, 1950: Applications for mortgage insurance under section 207 of
the National Housing Act-submitted thiee sections

November 15,1950: Applications being held in suspense due to sponsor's failure
to submit required exhibits for preliminary processing.

November 21, 1950: Applications held in suspense by orders of Director.
Applicant failed to deliver exhibits until April 26, 1951.

April 26, 1951: Applications released to underwriting section for site work
only. Applicant failed to furnish additional exhibits for processing beyond
this stage

'uly 9, 1951: Mortgagee request transfer from rental housing (sec. 207) to
cooperative housing (sec. 213)

July 15, 1951: 213 approved-applicant told to furnish exhibits.
August 3,1951: Directive to CMP Regulation 6 and Regulation X:

(e) After September 30, 1931, a prime contractor shall not continue con-
struction that has been commenced or commence construction of a multi-
unit residential structure without receiving authorization pursuant to an
application submitted on form CMC 4C to the appropriate field office of the
Housing and Home Finance Agency.

Due to the above directive, sponsor withheld any further action.
January 15, 1952: Sponsor requested preliminary processing continue due to

change in proposed structure from steel to reinforced concrete. Sponsor told
to prepare necessary exhibits.

February 6, 1952 Case released to Underwriting Section for preliminary
processing

February 15, 1952: Sponsor was notified that our review of exhibits indicate
that they were incomplete therefore case returned to suspense. Sponsor notified
to submit proper exhibits.

September 26, 1052 Applications formally rejected due to sponsor's failure to
submit complete processing exhibits

DELANO VILLAGE--FORMERLY NORTH HARLEM GARDENS-SECTION 213

February 18, 1953: Applications for mortgage insurance under section 213 of
the National Housing Act submitted. Held in suspense due to incomplete ex-
hibits. Sponsor so notified

May 13, 1953: Exhibits received and case released to Underwriting Section
for processing.

May 17, 1953: Case sent to mortgage credit for review and determination for
use of indemnity agreement, which was completed on June 1, 1953.

June 1, 1953: Project valuation processing was started for 2401 Form (project
information)

June 15, 1953: Valuation processing and project information completed and
cases forwarded to the Architectural Section, Land Planning Unit.

August 11, 1953: Land Planning processing completed. Cost estimation
September 2, 1953: Architectural processing completed Cost estimation.
December 15, 1953: Valuation processing completed. Project analysis.
December 17, 1953: Mortgage credit processing completed and forwarded to

chief underwriter for review.
December 24, 1953: Projects submitted to Washington headquarters forreview, pursuant to outstanding instructions
January 5, 1954: Approval from Washington office indicating no objections tothe issuance of statements of eligibility
January 7, 1954: Sponsor rejected statements of eligibility due to lack of

mortgage money (three sections). Sponsor then proposed reconsideration onbasis of 8 sections instead of 3 as processed, due to inability to arrange
proper financing. No further action on part of sponsors, anticipating new legis-lation.

DELANO VILLAGE-FORMERLY NORTH HARLEM GARDENS-SECTION 220

October 20, 1954: Section 220 Rules and Regulations issued
November 9, 1954 Based on new legislation applications (3 sections) for

mortgage insurance under section 220 were submitted with request to reprocess
old case under this act.
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November 1., 1954 - Revised site plan for 8 sections was submitted.
November 17, 1954. Released to Underwriting for preliminary review. Site

plan changed from original processing.
November 23, 1954: Meeting in New York FHA office attended by Administra-

tor Cole, representatives of OA and FHA and representatives of New York local
public agencies. Announced that special FHA headquarters task force would
assist local FHA office in preliminary processing and resolving valuation
problems.

November 24, 1954 Preliminary review completed architecturally, as to changes
and design resulting from above.

November 30, 1954 Conference called with sponsors relative to feasibility of
proposed unit composition on old 213 unit layout as it was not feasible under the
economic soundness requirement act of 1954.

November 30, 1954: Mortgage credit requested financial data from sponsors
for mortgage credit processing.

November 30, 1954: Decision concurred in with sponsors to place cases in
suspense pending completion of survey by Washington headquarters representa-
tives relative to establishment of economic soundness as required by the Housing
Act of 1954.

December 14, 1954 Washington survey and recommendations completed as
to formula to follow to determine economic soundness with request for us to work
up project analysis

January 4, 1955 Feasibility determinations delivered to Mr. A Jarchow for
review

.Ianua y 20, 1955: Awaiting Washington advice
February 3, 1955 Review by Appraisal and Mortgage Risk Division, FHA,

completed and memo to Assistant Commissioner, Operations, recommending
meeting to discuss findings with New York office

February 24. 1955: Policy meeting at Washington relative to New York City
redevelopment projects. Re: Commercial space, land value, builder's fees,
on-site parking, etc.

February 28, 1955 New York office FHA recommends declaration of New
York City as high-cost area for purpose of permitting increased mortgage limita-
tions under section 220.

March 4, 1955 Instructions received relative to policy questions raised Febru-
ary 24, 1955.

March 7. 1955. Silt reinspected by committee from this office to arrive at
acceptable basic project requirements which was late discussed with Washington.
Approval given as to basic contact.

March 28. 1955 : Conference with sponsors, city officials, and HHFA representa-
tives outlining FHA requirements such as unit distribution and other requisites
to produce a feasible economic project flom an underwriting standpoint. Spon-
sors agreed to submit revised exhibits

April 5, 1955 : Sponsors submitted preliminary revised exhibits to conform with
determinations concluded under date of March 28, 1955

April 7, 1955- Architectural and land planning analysis of these exhibits
completed.

April 8, 1955: Valuation section analysis of feasibility completed.
April 11, 1955' Conference with sponsors who were informed that a feasible

relationship existed between value and cost They were requested to submit
revised typical floor plans to conform with FHA corrections indicated during
architectural analysis.

April 18, 1955: Amended typical floor plan incorporating the above objectives
was submitted by the sponsor.

April 22, 1955: Architectural analysis of typical floor plan was completed
subject to follow-up submission of cellar and entrance plans and new revised
site plan review.

May 2. 1955: New revised site plan received anl analyzed by Land Planning
Section and general acceptability of the planning of the project was established

Slay 10, 1935. Mortgage credit processing exhibits still not received since
December 1, 1954.

May 10, 1955: Preliminary review by the Mortgage Credit Section completed,
subject to above.May 12, 1955. Conference with sponsors and members of HHFA officials
from New York City Slum Clearance Committee, notifying all concerned that
FHA is prepared to proceed with committee processing. Sponsor to submit
commitment drawings and HHFA to clear changes in original redevelopment
plan

60092 -- 5-pt. 1--15
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May 23, 1955: Conference at request of Mr. McCormick, of Washington office
of HHFA. We were informed that coverage and density were exceeded by FHA
suggested planning and that formal approval of HHFA of present changes had
to be forthcoming before project could advance any further.

May 24, 1955: Previous Participation Form 2570 filed with New York office.
Cleared on June 9, 1955.

May 24, 1955: Letter to sponsors informing them of the above HHFA require-
ments.

May 26, 1955: Mr. McCormick objected to FHA recommendations-suggested
alternatives, such as reduced density and elimination of efficiency units.

May 31, 1955: Data on feasibility as the result of the proposed reduction of
density forwarded to Washington headquarters for review.

June 15, 1955: Recommendations found not feasible due to their effect on value.
June 24, 1955: Revisit by Mr. McCormick to this office at which time objections

were again raised as to the high density under suggested FHA planning.
July 5, 1955: Report forwarded to Washington headquarters concerning our

position as to the differences of opinion regarding density requirements.
July 19, 1955: Amended applications and plans were received from sponsor for

commitment processing.
July 20, 1955: HHFA approved changes in original redevelopment plan sub-

ject to approval of New York City Board of Estimate and Financing Commission.
July 21, 1955: Cases released to Underwriting Section for commencement of

commitment processing.
August 25, 1955: Architectural and land planning commitment processing

completed on basis of cost feature of 1955 Housing Act. Projects referred to
Valuation Section.

September 1, 1955: Conference at Washington re Land valuation formula,
amortization and policy of leasehold and commercial space and treatment of
piling costs

September 9, 1955: Valuation processing completed and cases referred to the
Mortgage Credit Section.

September 12, 1955: Mortgage credit commitment processing completed and
cases referred to the Acting Chief Underwriter for review.

September 13, 1955: Precommitment conference held with sponsors and rep-
resentatives from Washington headquarters General agreement and accept-
ance reached on points raised on September 1, 1955, subject to resolving the
method of the payment of amortization.

September 16, 1955: Method of the payment of amortization resolved and
necessary corrections to underwriting forms completed.

September 22, 1955: Dockets on section No. 1 forwarded to the Director's
office for preparation and issuance of commitment

September 23, 1955: Authorization received from Washington to issue commit-
ment.

Criticisms of Commissioner McMurray relating to the operations of the New
York insuring office and those criticisms which involve the determinations of the
valuation section have been noted in the several numbered paragraphs of his
written brief

Paragraph 1 states: "If a project includes within its plans the provision of
outdoor parking areas as well as garages, no credit is given in the valuation
determination for the former. However, if no garages are included, only parking
areas, credit is given for that."

If this statement relates to projects intended for financing under section 220
the alleged information requires clarification. In the past, our instructions
precluded the inclusion in project income estimates for additional income antici-
pated from open-air automobile-parking spaces. This did not, however, prevent
the mortgagor from charging a nominal amount for the rental of such spaces,
provided he kept within the authorized total project rental structure. Past
experience has demonstrated very conclusively that a substantial garage vacancy
could be anticipated when such enclosed spaces are placed in competition with
open parking compounds. This is evidenced by a 22.4 percent garage vacancy
according to our last occupancy survey affecting FHA insured projects.

In connection with section 220 projects we have recognized income from open-
air parking compounds based upon the compilation of conclusive evidence that
sustained income can be anticipated.
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Paragraph 2: Application form 2013, and minimum property requirements,

section 1202-0 I and II indicates the minimum square foot areas for all eligible
rooms comprising a dwelling unit.

Practically in every submission for processing, the room sizes far exceed the
minimum.

Paragraph 3 states the following: "Until recently no credit was given for
balconies or for extra bathrooms in larger apartments This has been relaxed
somewhat but the full value of this is still not recognized in the cost"

Whenever such additional facilities have been included in a project, appro-
priate increases in rentals have been recognized and established to compensate
for these extra facilities.

BALCONIES

1. Construction cost included in the cost estimation.
2. Ineligibility for room count: MPR defines a room as an enclosure designed

for living, sleeping, eating, or cooking, excluding bathrooms, toilet compartment,
closets, halls, storage, and similar spaces.

A balcony lacks all the elements of a finished room and can only be allowed
for cost of actual construction for the specified finish.

(a) Its use is seasonal (no heat).
(b) Lack of privacy from outside view.
(c) Necessity for passing other habitable rooms to bathrooms and toilets in

less than two-bedroom apartments.

EXTRA BATHROOMS

Construction cost of extra bathroom is always included in cost estimation.
Application form 2013 allows no room count for bathrooms. Definition of a

habitable room excludes bathrooms
Paragraph 4 pertains to the approach for a more realistic valuation of land in

the case of title I housing projects.
Our comments will appropriately cover the statement made in paragraph 10,

pertaining to the same subject.
The FHA approach to the establishment of the estimated market price of a

site in fee simple is contained in several underwriting instruction publications.
These instructions, in substance, provided for the determination of the avail-
able market price of land by use of the comparative method of market-price
estimation. This method requires the assemblage of comparative data as
found in the market in accordance with established and accepted principles of
appraisal practices. This method obviously cannot fully apply to urban rede-
velopment projects due to the unique and restrictive circumstances surrounding
each site. In consequence, one of the most important approaches to the pricing
of land for such developments is the summation method. FHA has insisted
upon making known to it actual and firm cost figures for demolition and reloca-
tion of site tenants if such information is available. However, if such informa-
tion is unknown by the sponsor we have accepted a combination of known and
projected estimated costs for these items of expense. It seems that the most
practical approach to this problem would be for the city authorities to acquire
possession of designated slum areas through its use of eminent domain, assume
responsibility for tenant relocation, clear the site of existing structures and
then offer such sites at public auction for purchase by interested builder-sponsors.
This will eliminate second guessing and relying upon estimates which at best
are unsupportable. FHA should not be put into a position of pricing urban
redevelopment land at a price which may result in a profit to a builder particu-
larly since the original acquisition cost of such land had already been subsi-
dized by the Federal Government.

Paragraph 5 There is no difficulty between the FHA and the HHFA in con-
nection with the title I redevelopment program. There was no requirement
that title I redevelopment be an FHA-insured mortgage. Only when applica-
tion was made to the FHA do the requirements of the agency come into play.
Procedure between the two agencies have been established anticipating the spon-
sor's desire to secure the benefits of the FHA-insurance program, even though
the sponsor may not later want to use it. Accordingly, FHA requirements are
immediately considered in the redevelopment of any new area.

Paragraph 6: This statement is not correct The fees and overhead are
predicated on a graduated scale and depends on the estimated cost of the
project The scale of fees reflects a fair evaluation of professional services
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and builders' profits and overhead, as determined after consultation with various
builders and architects.

It is our contention that the FHA allowances for overhead, profit, and
architectural fees are adequate and realistic. Extensive surveys have been
conducted by this office with a view to establishing estimates for these items
which are supportable in fact and which are equitable to the builder-sponsor.
The percentages of builders' profit vary from 5 to 10 percent. The overhead
varies from 1 to 3 percent. Architectural fees vary from 1 to 3 percent

Our experience does not support the contention that builders have objected
to these allowances. As a matter of fact we have adjusted the item of over-
head downward because of specific complaints by builders that FHA overhead
allowances could not be substantiated because they were too high, that an aver-
age of 11i percent was more proper. See correspondence on old fees and new fees
attached.

Paragraph 7: This statement cannot be supported in fact. The New York
insuring office maintains a cost-analysis section headed by a cost engineer and
supervised by the chief architect. Through the work of this section this office
keeps abreast of current costs of construction for all types of multifamily
housing. Our Washington office is kept aware of rising costs so that, if neces-
sary, the per unit or per room mortgage limitation may be raised to meet new
conditions and prevent a stifling of the housing program. An example of this
was the Commission's action declaring New York City a high-cost area and
permitting the recognition of an additional $1,000 per room on urban renewal
projects A similar action was taken in raising the unit and room limitations
to compensate for higher costs incident to the construction of elevator struc-
tures in contrast to the walk-up type It should be noted here that the Com-
missioner established these limitations at the maximum permitted by law for
both rental housing and cooperative housing

The New York office maintains a valuation section headed by a chief appraiser,
whose responsibility it is to assemble, collate, and maintain data on current
market rentals secured in multifamily housing throughout our jurisdiction.
When an estimate of rental income for a proposed project is arrived at, it is
based on the best information available and is an accurate reflection of current
market conditions. Of course this office cannot and will not establish rent
levels which are unrealistic and unsupported in fact simply to produce a desired
result. Such a course of action would not only be contrary to the FHA Com-
missioner's interests but would be a prejudgment of disaster for any housing
project.

Paragraph 8: The statement on page 17, paragraph 8, by Mr. McMurray to
the effect that "The certificate of incorporation, I am informed, is written in
Washington, forwarded to the New York regional office and then filed with the
secretary of state in Albany," is incorrect.

A model form of certificate of incorporation for the particular title of the
National Housing Act was drafted by the Washington office. A specimen form
is given to the sponsor when the sponsor is ready to incorporate. His proposed
certificate is then submitted to the New York regional office for examination and
approbal. If the certificate meets with the approval of that office, the sponsor is
advised to file the same with the secretary of state. In the alleged case referred
to under title I the sponsors have not submitted a proposed form of certificate
of incorporation to the New York office for examination and approval.

A sponsor has never been required to close a loan and then file a certificate of
incorporation nor has a loan ever closed in the New York office without a com-
plete certified copy of the certificate of incorporation

Therefore, the statement that the sponsor has no voice in the terms of the
certificate of incorporation and that he dares not to object to certain provisions
lest the job be held up indefinitely are mere conjecture and without basis.

Paragraph 9 indicates that FHA insists that every structure in a project have
the same average dwelling unit count and that this is too restrictive and places
unnecessary obstacles in the path of flexible design and planning

In reply thereto it becomes incumbent upon us to require unit composition
consistent with the requirements of the proposed occupants and with due con-
sideration to the long-term contingent liabilities resulting from mortgage ma-
turities up to a period of 40 years.

In the case of the North Harlem project, or Delano Village, as it is also known,sponsors requested us to accept a unit distribution planned primarily for co-operative ownership. This distribution varied considerably from the requirements
and desires expressed lt the renting public. It is not FHA policy to require
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similar average dwelling unit count since flexible thinking is injected in the
original planning to provide a suitable unit distribution for the particular loca-
tion and neighborhood where such project is proposed

Each structure is not required to have same average. However, economy of
planning and building usually dictates identical plans. Example: Two-story
garden apartments-buildings are almost never identical-different shape and
composition. Multistory buildings, economy is important.

The CiHAIRMA N. We do have some questions for you. You an-
swered a great many of them, and I assume the detailed analysis of
those 10 points which Mr. McMurray referred to, and you referred
to, will go into the record at the conclusion of your testimony in
explanation of those matters.

Mr. ScHLr-z. I have submitted them.
The CHAIRnMAN. All right.
Now, I was interested in one statement there. When you come to

a great city like the city of New York, you only get a bird's-eye view
of it in a couple of days. I was interested in your statement that
New York is the only city in the IUnted States participating in title
I, the slum-clearance and urban-renewal program, that did not itself
clear the land under the program, and then sell the land; is it true
that here in New York the burden of clearing the land is the burden
of the sponsors: is that correct

Mr. SCHtLZ. That is right.
The CHAIR-MAN And also of relocating families?
Mr. SCHULz. That is also the sponsor's obligation.
The (HAIR.MAN. And is that the only city in the United States

which has this arrangement ?
Mr. ScHrcLz. I believe it is.
The CHIIRInaa s. Well, I know in my home State of Alabama that

the cities are charged with the responsibility, and duty of clearing
the land under that program. Now, what additional cost does that
put on the title I program, the fact that the city of New York does not
clear it, if any, in the final analysis

Mr. SCIULZ. In the grant there is included a charge above the
basic figure of the sales price which includes an allowance for reloca-
tion and demolition. A portion of that total figure is absorbed in
the part of the grant of the Federal Government.

The CH AIRMAN. The point I am getting at is that the same rules
and regulations for the final determination, regardless of who clears
the property, since it is a Federal program, is the same in all cities.
I assume that finally the Federal Government puts out no more money
for a program of that type to get the job done in New York City than
they would in any other city in the country, would they?

Mr. SCHrL.z. In all fairness, Congressman Rains, I believe that
that would be a proper question directed to Mr. Fried of the Urban
Renewal Administration, who will give an answer to that question.

The CHA(iIR.AN. Can you answer that question?
Mr. FRIED. Yes, sir; I think I can enlighten the committee, if I

may.
In my opinion, I think it imposes a much greater function burden

on the Federal Government for the following reasons: Firstly, it
would appear to me that certainly in the city of New York, and
more particularly in the island of Manhattan, cleared land has a
much greater value than land which has tenements on it and tenants
in them. You gentlemen must remember in New York State we
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have rent control, and one of the greatest deterrents to any building,
conceding the fact that tenants must be protected, is the fact that you
cannot acquire and assemble particularly large parcels of land. In
those few situations in New York where you have situations where
there is a square block without tenants in it, there has actually been a
mad scramble to purchase the land.

The best example of that was when John Wanamaker moved out.
There you had almost two square blocks without tenants, and there
was a mad scramble for the land, so it is my personal opinion if the
city of New York would sell the land cleared it would bring a much
higher price.

Mr. Moses stated to you gentlemen that he was quite disturbed and
surprised when this program first went into effect that the banks,
the insurance companies, and, you might say, some of the responsible
builders, did not come into it. I think one of the reasons for it is
that they could not buy land on which they could build. They first
had to bother with the troublesome detail of getting the tenants out.

The CHAIRMAN. Do the sponsors under the program here have the
right and authority of eminent domain or condemnation ?

Mr. FRIED. That is exercised by the city of New York, and the same
day in which the taking is filed the land is sold, so that in some in-
stances the city hasn't owned the land for more than 20 minutes.

Mr. GAMBLE. Of course, that puts an uncertainty on the final cost.
Mr. FRIED. A very great uncertainty. You will find in many in-

stances the tenants will move voluntarily. In other instances the pri-
vate builders have figured as high as $1,000 per tenant in order to
clear the land.

Mr. BARRETT. Let me ask you a question there: Is that per tenant
or per room?

Mr. FRIED. Per tenant.
Let us go to the next point now. In the contract between the city

of New York and the sponsor, the city transfers to the sponsor its
obligation to relocate the tenants in decent, safe, and sanitary housing
accommodations, and demolish the buildings. We can presume, I am
sure, that the city of New York would not indulge in milking prac-
tices which your own investigations have showed take place in title I
project areas where sponsors relocate tenants.

Now, you gentlemen went into that very thoroughly in the Man-
hattan project area. I remember some of the little devices that were
used, and that, incidentally, explains one of the reasons for the so-
called delay. Believe me, these sponsors are not too worried in the
first period of their occupancy of the property in going ahead with
the project, because you will recall in Manhattan Town they got $14
million worth of real estate for $4 million, of which they only paid
$1 million down. If you collect rents on $14 million worth of real
estate you are not going to lose money.

The CHAIRMAN. Does the sponsor collect the rents in this interim
period?

Mr. FRIED. He does.
The CHAIRMAN. Can you tell the committee whether the failure of

New York to operate as other cities do in clearing this land is a
hindrance in the program?
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Mr. FRIED. In my opinion it certainly is, and I may add this: We
in the Urban Renewal Administration have recognized that fact, and
we are taking steps, I hope, to correct the situation.

The CHAIRMAN. How long have you been counsel for the regional
office?

Mr. FRIED. Since February of this year.
The CHAIRMAN. I am going to ask this question both of you and

Mr. Schulz: Do you think that as a responsible official in FHA and
one who knows his job, I am sure, that there should be more decen-
tralization into the regional office, decisionwise?

Mr. FRIED. I must give a prejudiced answer. As a regional em-
ployee, I am all in favor of that.

The CHAIRMAN. We are trying to be helpful in that we would like
to see whatever is best for FHA in its operations for the Govern-
ment and for the people, of course.

Mr. FRIED. May I say this, sir: Prior to my employment with this
agency I was counsel for the New York State rent commissioner.
Before that I was with the Office of Housing Expediter.

Mr. GAMBLE. The Housing Administration ?
Mr. FRIED. Housing Expediter in the Administration of Rent

Control.
In each of those Government agencies you have a division between

a central office and a local office. In my opinion, the local office should
be permitted to act almost autonomously with a control and a review
in the central office, so that activity throughout the country can be
coordinated, so that there can be some spot check that actual policies
of Congress and of the National Administrator can be administered
at the local level.

The CHAIRMAN. Do you have enough good employees in your part
of the agency ?

Mr. FRIED. No, sir.
The CHAIRMAN. Is there any extra workload on your desk and on

the desk of the other people because of lack of sufficient employees?
Mr. FRIED. May I just point this out: I was asked last week to

prepare my budget for the year 1956-57. As an allotment I was
given, roughly, $40,000 for legal salaries and secretaries. That repre-
sents three ten-thousandths of 1 percent of the volume of commit-
ments of the United States Government in this region, which is,
roughly, $150 million.

Mr. GAMBLE. How many employees do you have?
Mr. FRIED. We have four lawyers, including myself, on the staff,

and I might add that the floods in New England have put an extra
burden upon us.

The CHAIRMAN. What about your agency, is it adequately staffed
to take care of the heavy demand which must be great here in the city
of New York?

Mr. ScHULz. We are not, Congressman Rains. As a matter of fact,
at the present time we are understaffed by 18 people, and I can visual-
ize with the tremendous activity that is to take place-

The CHAIRMAN. Apparently just ahead?
Mr. ScHvz. That is true-that our force will have to be increased

even beyond the shortage which we now have.
The CHAIRMAN. Do you have any difficulty in getting well-equipped

people for the places with the salary ranges?
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Mr. SCHTLZ. I think that is an excellent question. It is my humble
opinion that all of the people in my office are underpaid greatly.

Mr GAMIBLE. Well, you have had a cutback lately, too, on em-
ployees.

Mr. SCHtLZ. We have, Mr. Congressman. We have had two cut-
backs since I have been in the office.

The CHAIRMAN. Of course, that all gets back to the appropria-
tions that the Congress makes. We are trying to find out for the
Congress what the needs are, because I think the Congress wants the
job done, and ought to be willing to give what it takes to get it done.

One other question, and then I am going to pass along to the other
members of the committee--

Mr. SCHmLZ. Congressman Rains, may I interrupt at this point
and answer the question about decisions? There has been quite a
to-do about that particular point.

The CHAIRMsAN. Yes.
Mr. SCHuLZ. In the New York office I would like to say for the

record that I make all of the decisions except those that have anything
to do with the interpretations of the law and any that might be of a
policy nature that has to do with the scope of activities. All of the
area decisions affecting our own locality and bailiwick in New York
are made by the New York office.

The CHAIRMAN. In other words, you don't feel cramped, then, in
making the decisions affecting your immediate area?

Mr. SCHULZ. Not necessarily, no. I think most of the decisions that
are made, and the procrastination which has been referred to which
takes place in some of the points, particularly as Congressman O'Hara
points out, the question of the identity of interest delay, I think that
that is a very important point, and for that reason sufficient time
should be taken to determine what is the proper method of operation
in connection with that.

The CHAIRMAN. Of course, that is a nationwide policy matter, too.
Mr. ScHuLZ. It is.
The CHAIRMAN. And must be established not only for one area, but

all areas which would be involved.
Mr. ScnrLz. Yes.
The CHAIRMAN. Do you think the 220 project, now that the first

one is cleared, and the 213 cooperatives-do you think the optimism
expressed by the two witnesses this morning, and by other witnesses,
on the hope that those projects were about to get underway in New
York, do you believe most of the kinks are out, of the program to where
they will operate now ?

Mr. SCHULZ. Congressman Rains, I would like to say emphatically,
yes. I can visualize in the New York area a tremendous program in
220 and 213, and possibly in 207. All of the points that we have been
concerned with in this hearing I believe have reached the point of being
cleared up. I am happy to say that the letter CH-110 that I believe
Mr. Raider referred to in connection with that identity which he felt
might have been one of the reasons for the holding back of the 213
program, and I am happy to say that that bottleneck is about to be
cleared. The letter has been canceled, and we are at this point await-
ing a new directive which I am certain will set forth the proper de-
cision to move the program forward, combined with other things; as
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far as the 220 program is concerned, I thing we have taken out most
of the kinks, as a result of the first project.

That is always the toughest one. That is the guinea pig.
The CHAIRMAN. That is the pilot plant, so to speak?
Mr. SOIIuLZ. Yes, and many things have been taken into consid-

eration in the first one to be cleared. The balance of them should
move very smoothly, provided-and I say this most sincerely-that
we get the cooperation of the city of New York and Mr. Moses' unit
to do their job and make it move smoothly. I feel that if they clear
their obligations there will be no hitch in the program anywhere
along the line.

The CHAIRMAN. In other words, cooperation all along the line ought
to get the job done; is that correct?

Mr. SCHULZ. Definitely.
The CHAIR MAN. Mr. Addonizio.
Mr. ADDONIZIO. I only have a few questions, Mr. Chairman.
On page 3 of your statement-I believe it is in two instances-you

say that the decisions were made promptly and without delays. Could
you tell us exactly what you consider promptly and without delays,
the exact time ?

Mr. SCHULz. The time element is a feature hard to describe, as
to what may enter into time. In our office all of the slum-clearance
projects have the green light and priority over everything else. In
the instance where it was submitted under the 213 act, is that the one
you are referring to-

Mr. ADDONIZIO. I am referring to both 207 and 213. You said in
both instances it had been done completely, quickly, and without
delay.

Mr. SCHULZ. That is right. On the 207, the first one, I think our
chronology will show that from the time it came into the office, the
time that Mr. Axelrod was given the figures, that was within a very
short period.

Mr. ADDONIZIO. How long, exactly?
Mr. SCHULZ. I will say that the normal processing time in any

particular case or application would take working time, if everything
is in order, from 4 months to 6 months.

Mr. ADDONZIO. Well, I would appreciate it for the record if you
would submit to us the exact chronological time that it took.

Mr. SCHULZ. We have the chronology on that, Mr. Congressman.
It has been submitted.

Mr. ADDONIZIO. Fine.
Now, in reference to a question that Mr. Rains asked you, on the

other hand you said that you did not have sufficient personnel, and
that they were underpaid, so I cannot understand how in one instance
you can say that you act quickly, and without delay, and, on the other
hand, you say you don't have the personnel to do it with.

Mr. SCHULz. Well, if we are speaking in connection with 220 pro-
grams, it is true m connection with giving the green light, other
programs would have to suffer delay if that is a proper time to use at
that point.

Mr. ADDONIZIO. I have another point I would like to make, and
that is, of course, I see from your statement that you have quite an
extensive background in real-estate work. Do you feel as a man who
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has this extensive background in real-estate business-and I am sure
that you will agree with me that over the last few days we have been
hearing a lot about the rules and regulations that come out of Wash-
ington-do you honestly and sincerely feel, as a real-estate man, not
as an official working for the Government, that these rules and regula-
tions are excessive, and that they hamper the program?

Mr. SCHULZ. Congressman Addonizio, I have to answer that very
frankly. I don't think they hamper the program.

Mr. ADDONIZIO. Thank you.
Mr. GAM BLE Now that you have cleared this first 220, on other

applications which you have which you are studying, are the results
and requirements in 220 that you made available to these other
people endeavoring to get their application through so that they
can know and see where their application is at variance with what
you have ruled ?

Mr. SCHULZ. Yes, sir; they are open. They can get that informa-
tion any time they want to. At the present time we will be prepared
to issue the commitment as a result of our decisions on the other case,
within a period of 3 weeks on Manhattan Town.

Now, it may not be acceptable, but we will be prepared to issue it
and submit it to the sponsors.

Mr. GAMBLE. So that the sponsor has available everything that he
needs to know to get his application accepted, and, as you say, if he
doesn't like your conditions and terms, that is up to him, it isn't up
to you?

Mr. SCHULZ. As far as FHA is concerned, Congressman Gamble,
he knows all of the requirements necessary to get a thing through.

The CHAIRMAN. Well, do they come in and try to get that infor-
mation, or do some of them simply hold back in order to get all they
possibly can?

Mr. ScHULZ. The question is rather embarrassing at this point.
Mr. GAMBLE. All right, I think the answer is "Yes."
Mr. ADDONIZIO. The answer is rather obvious.
The CHAIRMAN. Any other questions?
Mr. GAMBLE. NO.
The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. Mr. Chairman, I am not in a position to make any

suggestion to the administrative department of our Government, and
in view of the short time we have remaining I have no questions, and
I want to express appreciation to this gentleman for the brevity and
the ground that he covered in his statement.

Mr. SCHULz. Thank you, Congressman.
The CHAIRMAN. Mr. Barrett?
Mr. Widnall?
Mr. WIDNALL. Mr. Schulz, the other day Mr. Moses testified about

a letter that he had written to Mr. Cole on September 7 referring to
delay in processing. Do you think from your own knowledge that
that had anything to do with the FHA issuing the commitments for
this North Harlem project!

Mr. SCHULz. Congressman Widnall, I will say this: It could not
have had anything to do with the issuing of the commitments, on the
North Harlem case, because at that point no approvals had been
received yet from the city of New York as to the approval of the
amended redevelopment plan. The URA was trying to get that
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information for 5 months; at the time that that letter was received it
had not yet been forthcoming. That is a matter of record, and I am
sure that Mr. Fried, the General Counsel, can give you specific dates
of inquiry dating back as far as May.

Mr. WIDNALL. When was that letter received, do you know?
Mr. SCHULZ. I believe it was received somewhere around September

21. The final approval came through from the city of New York.
Mr. WIDNALL. How long after that was the commitment issued?
Mr. SCHnLZ. September 29.
Mr. WIDNALL. So 8 days after the city of New York had complied

with the request the commitment was issued?
Mr. SCHULZ. Then we were in a position to move forward and issue

the commitment. They held it up for 5 months, as far as that approval
was concerned.

Mr. WIDNALL. One of the witnesses testified the other day that they
might as well close up the FHA office in New York because it had no
authority, and it was just a question of trotting to Washington on
every single decision. What do you have to say about that?

Mr. SOHcuZ. Again, I will answer it, as I did to Congressman Rains,
that that is so far from the truth in this respect: I personally make
all of the decisions that affect the New York office except any of those
that might involve an interpretation of a legal problem, either that
or anything that may involve a policy that has a national scope bear-
ing attached to it. Those, of course, we should send to Washington,
and rightfully so.

Mr. WIDNALL. Mr. Schulz, one further question: I am very much
interested in your statement that to the best of your knowledge, New
York City is the only city in the United States that does not de-
molish the premises and relocate the families?

Is there any reason why New York should be unique in that respect?
Mr. SCHULZ. I don't know of any reason. Perhaps Mr. Fried,

from URA, may know the answer to that.
Mr. FRIED. I can tell you why they ask for it. They ask for it be-

cause they claim if the city does it they will be liable to political
pressures.

Mr. GAMBLE. Who made that regulation for the city?
Mr. FRIED. It is not a regulation, sir. As I understand it, and you

must realize this was done back, I guess, in 1950, the arrangements
were made between Mr. Moses and whoever was administering the
program at that time-a special request was made by Mr. Moses for
this dispensation, and it was agreed he could transfer the city's obli-
gations to the sponsor, and that appeared in every one of the con-
tracts with the city.

The CHAIRMAN. Any other questions, Mr. Widnall?
Mr. WIDNALL. Two other questions.
Do you readily know the number of cooperative units in New York

at the present time?
Mr. SCHULZ. Yes, I have the figures on that. I believe it ranges

around 20,000 units that we have under control in the New York office.
Mr. WIDNALL. That is since the institution of the program?
Mr. SCHULZ. That is right.
Mr. WIDNALL. And the second question have to do with the funds

for employment of personnel within your office. Isn't it true that
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the funds that are used for that payment come out of the earned funds
of your FHA premiums ?

Mr. SCHULZ. Definitely. The New York office produces its $4 mil-
lion worth of insurance premiums per year.

Mr. WmIDALL. There should be available to you far more than there
is today.

Mr. SCHILZ. We would like to have it. It should be.
Mr. WIDNALL. That is all. Thank you.
Mr. GAIMBLE. But you cannot use those funds without the approval

of the Appropriations Committee and the Congress?
Mr SCHULZ. Not one nickel of it, Congressman.
The CHAIRMAN. One question and then I will pass to Mr. Ashley.
That 20,000 cooperative units you speak about, though, and this

is really our concern, were all built before 1954, weren't they?
Mr. SCHULZ. Yes, they were.
The CIrIRMAN. Mr. Ashley.
Mr. ASHLEY. Going back to Mr. Widnall's question regarding the

effect of that letter upon the action taken in connection with the 220
commitment: Are you saying to us, sir, that that letter didn't have
anything to do with the speed with which the commitment was issued ?

Mr. SCHILZ. Not insofar as FHA is concerned.
Mr. ASHLEY. Had you not received that letter, would FHA have

issued the commitment on the date that it actually was issued?
Mr. FRIED. May I answer that, Mr. Ashley? I think I can explain

that, sir.
I think you have to realize, first, that only 10 months expired from

the date the commitment was applied for. Once FHA establishes
rules and principles and a plot plan was agreed on between the city of
New York, the sponsor, and FHA, it was discovered that this site plan
would produce certain changes from the original redevelopment plan
which had been approved for this project.

Now, although the number of persons per net residential acreage
coverage remained the same, the result of their studies produced a
greater volume, so whereas in the original plan there was control of
X number of dwelling units, they now came up with Y so we had to
change the redevelopment plan. We arrived at that position in May
of 1055, and it took us from May of 1955 until September 21, 1955,
to get the city of New York to do it.

Now, the reason the city of New York has to do it is this: The re-
development plan must be approved by the Planning Commission of
the City of New York. It must meet their standards and require-
ments. It must be approved by the Board of Estimates of the City
of New York. It must be approved by the corporation counsel of the
city of New York.

Now, we started out working with Mr. Moses' slum-clearance com-
mittee to accomplish that fact back in May. Now, unfortunately
when Mr. Moses was here-and, believe me, I have the greatest respect
for Mr. Moses' accomplishments, his ability, his integrity, Mr. Moses
has too many activities to know what happens in each one of these
projects, and, unfortunately, Mr. Moses' slum committee also has too
many activities. I don't think the slum-clearance committee has more
than 1 full-time employee to handle $75 million worth of business for
the Federal Government, so that it is very difficult for us to get them
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to get off their road program, their Triborough program, their tunnel,
their bridge.

Now, I have a documentation here, if the committee wishes to see it,
to show that we continued to write letters to the committee on slum
clearance monthly. The board of estimates meets during the summer
months. They missed the meeting of the board of estimates in July,
and they had to wait until August 25.

We finally got the documentation into our office in September. It
was incomplete. They didn't give us the certification which are neces-
sary before we, under the law, can ask Mr. Cole to certify to FHA
that there may be 220 insurance.

Now, that is important, because that is what I believe you gentlemen
substituted for the economic soundness doctrine. After all, these gen-
tlemen are insuring in a slum area, and unless we can assure them that
this project will be built in accordance with the rules and regulations
of the city and State, this mortgage will fail.

Now, finally, we called the city of New York on September 21 and
said for God's sake give somebody the authority to come over here and
personally make the changes necessary. That was done on Septem-
ber 21.

Mr. ASHLEY. I appreciate the fact that top priority was given this
particular 220 commitment, and my question is simply going to the
reason why that top priority was assigned to the commitment.

Mr. FRIED. Well, we are trying to make urban renewal work here.
If you notice here the last change was made September 21. There it is
initialed and dated, and it wasn't until this was made that we could
recommend the certification of the amended redevelopment plan.
That went down to Washington, and within 8 days we acted, Wash-
ington acted, Mr. Cole certified to Mr. Mason, Mr. Mason instructed
Mr. Schulz that commitment which had been ready for months may be
issued.

If I may, sir, I have this chronology.
The CHAIRMAN. Yes; we will be glad to have it put in the record

at the conclusion of the testimony.
Mr. ASHLEY. Mr. Schulz, how many 207 commitments do you have

in your office which have been issued to builders but were never taken
up by the builders?

Mr. SCHULZ. I have that information for you.
Mr. ASHLEY. I wonder if you would supply that for the record.
Mr. SCHULZ. I will be very pleased to.
I might say at this point that I believe that there were 22 jobs

finaled off within the past year and a half, and at the present time we
have 14 220 projects under construction, and, in addition to that,
within the past 30 days we have had reactivated approximately 80
207 programs, and I believe in the neighborhood of 192 others.

Mr. ASHLEY. I am interested, too, in why this situation exists, Mr.
Schulz.

The CiAIRMAN. You can supply that information along with the
numbers.

Mr. ASHLEY. One final question. We had a witness yesterday who
gave us a clear picture of the lack of uniformity which exists in the
procedures for relocating displaced persons, and I wondered if you
would also supply for the record your suggestion for a uniform pro-
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cedure for relocating displaced persons here in New York under title I
projects?

Mr. SCHuLz. Congressman, I doubt very much if I could do that.
It doesn't come within FHA scope. I think I might request Mr.
Fried's office, who is attached to that end of the program, who prob-
ably might be in a position to make recommendations for you. They
have charge of the relocation, are mixed up in it some way.

Mr. ASHLEY. All right.
The CHAIRMAN. Mr. Addonizio has another question.
Mr. ADDONIZIO. Mr. Schulz, I believe you were present before when

Mr. Tretter was testifying, one of the attorneys on these section 213
cooperatives. He made the statement that he thought it would be an
excellent idea if there was a closer cooperation between the FHA and
these money-lending institutions.

I was wondering whether you would care to comment upon that ?
Mr. SCHnLZ. Other than this, that in all of my contacts with lend-

ing institutions I have always spoken about the security which in my
opinion is behind the 213 mortgage. Of course, there have only been
a few of the banks that have entered the field of mortgage financing
for 213 cooperatives. Of course, some of them lately have dropped
out of the field because of the various lawsuits in which the builders
have become involved, and in which tenant groups have become in-
volved, and for that reason automatically the lender becomes involved,
but I honestly think that there is a field or there is a market for 213
mortgages, and it will prevail for some time in the future. Of course,
there is good security behind it, and most men in the banking field
recognize that.

Mr. ADDONIZIo. Do you feel that the banking institutions are aware
of this?

Mr. SHmLz. Definitely. I am sure of that.
Mr. ADDONIZIo. You don't think FHA should do anything further

about bringing it to their attention a little bit more vividly 
Mr. ScHnLz. Other than through conversations and continual con-

tact with the financial institutions which we do constantly.
Mr. GAMBLE. Do you want to comment on the statement the other

two gentlemen made that there ought to be a special assistant to co-
operatives ?

Mr. SCHULZ. I think it was a very wonderful move to set up a 213
assistant to the Commissioner in Washington.

The CHAIRMAN. Mr. Schulz, the committee wants to thank you for
coming and giving us a good statement. I would like to make this
brief comment:

As I gather it here, and from witnesses who have testified, it looks
like now that we may expect some housing in New York under 213's
and under 220's, and possibly under 207's. The committee would
feel like its visit to New York had been well spent if we have had
a little to do with getting the people a little more anxious about get-
ting the program underway. We are going to be watching the pro-
gram when we make our report back to the Banking and Currency
Committee early in the next Congress, and we hope we can write a
very nice report of what is going on in the city of New York and in
the other great metropolitan areas of the country under these aids
that the Congress intended for private enterprise to help im clearing
slums.
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It is a big task, I know, and it has a lot of knots in it but to hard
working people like you and those in FHA everywhere, 1 express
our gratitude and only hope all of us can do a better job.

Thank you very much for appearing.
(The material referred to by Mr. Schulz and Mr. Fried is as

follows:)
Section 207, rental housing

Period covered

19.63..--..------ .---.--- .-- - ---
Jn 1 to Apr 13, 1954....... ... ..
Apr. 14 to Aug 2, 1954----.........-- .--
Aug 3, 1954, to Aug 2, 1955 ..---...-.......
Aug 3 to Oct. 1,1955 ......
Applications m process -----
Projects under construction. -.....---------....
Cases committed Aug 1,1954, to Oct 1, 1955.

Number of Mortgge
applications 

U
its mount

94 12,503 $110,706, 600
73 11,613 100, 002, 410
i--- 14 1, 542 13,629, 000
7 519 4, 5, 400
1 200 2,120, 000

83 13,094 176,517,415
20 3.240 28508,700
15 1,881 17,121,100

Section 213, cooperative housing

Period covered

1953 ....-----.------------------- --
Jan 1 to Apr 13, 1954............-----------
Apr 14 to Aug 2, 19 54--.......------------
Aug 3, 1954, to Aug 2, 1955 -.. -...........------
Aug 3 to Oct 1,1955 ........----------------
Applications in process ....----. .-------
Projects under construction --.......--------------
Cases committed Aug. 1, 1954, to Oct 1, 1955

Number of ,,ts Mortgage
applications amount

8 13, 200 $12, 820,000
19 2,259 23,045,200
9 1,452 12,343,800
4 288 3, 267,600

None ---- --------
90 12,921 144,747,340
4 996 9,484,800
2 307 3,019,200

Section 220, sltim clearance

Period covered -----------------------
Number of applications -- ---- -----------
Units ---------------------------- -
Mortgage amount ------------------- ------- ---
Status of the above cases:

Application stage: 012-32005-Pratt Houses
32006-Godfrey Nurse Houses

Preliminary stage- 32004--Manhattan Town
Delano Village

Committed Septembel 26, 19555
32001-Sec. 1 ---------------
32002-Sec. 2------- - ----
32003-Sec. 3 ----------------

Total ----------- -----------

FEDERkL HOubsING ADMI
OFFICE OF

New York, N Y

1954
6

1,623
$16, 532, 500

Units Amount

- 254 $2,165,700
S254 2,123, 700

S254 2,149,100

- 762 6,438,500

ISi RATION,
THE DIRECTOR,
, October 31, 1955.

Re section 220 projects.
Mr. ROBERT R. POSTON,

Chief Counsel, Rains Subconnmsttee on Housing,

House Bankin and Culerecrl (CoinMs itee,
House Office Buedling, Wi" shmr ltot 2J5, D C.

DEAN MR. POSTON : In answer to olir questions we are pleased to submit here-

with the following information:
1. A copy of the rules and regulations under section 220, NHA, as presently

in force and contrasted with the rules and regulations under the same section

as they existed about 6 months ago.
Answer. Copies of 1954 original rules and regulations plus amended 1955 rules

and regulations are hereby included.
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2. Are land costs "locked up" in the corporation or can such costs be taken
out of the proceeds?

Answer. It is not possible to make a direct answer to this question. Under
FHA procedure when processing on a fee basis, it is required that at least 30
percent of the funds over and above the mortgage proceeds necessary for com-
pletion of a project and contributed by stockholders must be evidenced by non-
redeemable par value common stock and the balance of such funds may be
evidenced by nonnegotiable 20-year notes, redeemable stock, additional nonredem-
able par stock, or declared donated surplus. The funds in question over and
above mortgage proceeds are considered as including the value of land, the
estimated cost of offsite facilities and the builder's fee regardless of the fact
that the latter may have been waived Under this management the permanent
investment "locked up" in the mortgagor corporation is evidenced by the re-
quired 30 percent nonredeemable stock which may be considered to represent
land value, offsite improvements, or builder's services

3 What rate of profit has been allowed to the builder?
Answer. The rate of profit allowed to multihousmg project builders ranges

from 5 to 9 percent depending upon the size of the project In the North Harlem
case the rate of profit allowed to the builder was 7 percent for each of the three
sections committed.

4. What are the new regulations regarding "over the above money" and whether
any part of such money can be in the form of stock, notes, etc.? If so, has this
always been the case?

Answer. The present regulations regarding "over and above money" are as
described above under item 2 These regulations differ from previous regula-
tions principally in that nonnegotiable notes are now permitted in lieu of re-
deemable stock previously provided for.

5. What is the FHA estimate of replacement cost for this project?
Answer. In North Harlem project Nos. 012-32001, 32002, and 32003, replace-

ment cost for section I (32001) was $2,436,017,1 section II (32002) was $2,391,-
081,' section III (32003) was $2,416,4081

6. What is the amount of each of the commitments
Answer. North Harlem commitment amount: Section I (32001), $2,165,700;

section II (32002), $2,123,700; section III (32003), $2,149,100.
7. What is the term of the loans?
Answer Term of loans is 39 years 5 months following commencement of

amortization.
8. What is the method of amortization?
Answer. Method of amortization is "accelerating curtail declining annuity"

which provides for an initial curtail rate of 1.7 percent. Each succeeding pay-
ment of principal shall be equal to 10016 percent of the principal payment due
on the first day of the next preceding month.

STATEMENT OF WALTER FRIED, REGIONAL COUNSEL, HHFA

A question before the committee concerns itself with the reasons for the
interval of time before the issuance of the first section 220 commitment for
mortgage insurance in an urban-renewal project.

The first question to be answered is, What actually is this interval of time?
The sponsor of the North Harlem project, Mr. Axelrod, first filed with FHA
under section 207, in November 1950 He has stated to this committee that
this application was withdrawn by him on his own initiative. In July 1951
he withdrew this application and filed with FHA under section 213. Mr. Axelrod
has said he also withdrew this application voluntarily So we now come down
to Mr. Axelrod's application under section 220, which was filed during November
of 1954. Certainly the interval of time under discussion can start no earlier
than November 1954. Obviously no commitment can be issued before an appli-
cation has been received. The commitment was issued on September 29, 1955.
This is the other terminal point of the interval under discussion. Therefore,
we find that the interval between the first application and the first commitment
is 10 months.

1 This amount excludes the value of land which was retained as a leased fee under lease-hold arrangements as requested by the sponsor.
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In order to determine whether or not a 10-month interval is unreasonable
we first must determine (1) what had to be done, (2) why it had to be done,
(3) who was to do it, (4) what they did about it.

Obviously the first requirement was for FHA to adopt regulations, procedures,
and standards which would be both in conformity with the law and acceptable
to builders. It appeared in a conference held in the New York FHA office in
March 1955 that FHA and sponsors were about to arrive at a project for which
a commitment could be issued. This conference was attended by representa-
tives of FHA, Urban Renewal Administration, New York City Slum Clearance
Committee, and sponsors However, although it was noted that the site plan
submitted by the sponsors in conformity with the local redevelopment plan
would produce only a 72-percent mortgage. In order to arrive at a 90-percent
mortgage, which is the maximum provided by law and which was demanded
by sponsors, it would be necessary to revise the site plan to provide for a greater
number of dwelling units The sponsors advised the meeting that it would
take 6 weeks for their architects to revise the plan. It then became necessary
under both Federal and State laws to amend the redevelopment plan. At that
point it became necessary for FHA to await further action by local authorities
and by the Urban Renewal Administration before a commitment could be issued
by FHA. During this time, however, FHA continued to process the applications
so that they would be ready whenever the local authorities and the Urban Re-
newal Administration would be ready with their part of the work

Action was now required by (1) the Committee on Slum Clearance of the
City of New York, (2) the Planning Commission of the City of New York, (3)
the Board of Estimate of the City of New York, (4) corporation counsel, City
of New York, (5) the Urban Renewal Commissioner, and (6) HHFA Adminis-
istrator Cole.

This is the sequence of events that followed:
On May 31, 1955, following the resubmission of completed revisions of site

plans by the sponsors, the Urban Renewal Administration wrote the City of
New York requesting the submission of the amended redevelopment plan. On
July 22. almost 2 months later, the city advised the Urban Renewal Adminis-
tration that the board of estimate had approved the revised redevelopment plan
and that the city intended to submit the amended contract with the sponsors
to the board of estimate on August 25. On August 23, the Urban Renewal Admin-
istration advised the committee on slum clearance that several legal certifica-
tions by local authorities with respect to the redevelopment plan, were lacking
and would be needed before Urban Renewal Administration could lawfully
approve the revised redevelopment plan

On September 12, Urban Renewal Administration advised the slum clearance
committee that it had not yet received the documents requested in the letter of
August 23. It was not until September 19, almost a month after the request
for the omitted certifications, that final documentation was received from the
city of New York. Certain discrepancies and omissions still existed in the
plan, and it was suggested to the committee that, to save time, someone be
authorized to make the changes personally at the regional office of the Urban
Renewal Administration. On September 21, these changes in the redevelopment
plan were completed and it was then that the Urban Renewal Administration,
Administrator Cole, and the FHA office in New York could give their final
approvals.

All of them acted between September 21 and 29, during which time the regional
office of the Urban Renewal Administration recommended approval of the rede-
velopment plan and transmitted it to Washington where it was reviewed by the
Urban Renewal Commissioner and recommended for approval to Administrator
Cole Mr. Cole then made the necessary statutory certification to the FHA Com-
missioner and on September 29, the FHA in New York issued three commitments
for three separate projects within the North Harlem project.

(The following letter was submitted to the subcommittee:)

MANHATTANTOWN, INC., October 12, 1955.
Hon. ALBERT M. RAINS,

Chairman, Subcommittee on Housing,
United States House of Representatives,

Committee on Bankng and Currency,
Washington, D. C

DEAR MR. CHAIRMAN: On October 7, at a hearing conducted by your subcom-
mittee in the city of New York, Mr. Walter Fried, regional counsel to the Federal

68692-55-pt. 1- 16
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Housing and Home Finance Administrator, made a most unjustified attack on
Manhattantown, Inc.

From the newspaper reports of the hearing, it is our understanding that Mr.
Fried took the position that:

(a) Manhattantown, Inc., has delayed in tenant relocation in order to
collect high rents from slum dwellers;

(b) Manhattantown, Inc, has been guilty of misconduct in paying less
than full value for the land and buildings in the redevelopment site; and

(c) an FHA mortgage commitment will be offered to Manhattantown, Inc.,
but "it may not be acceptable to" it.

In answer to Mr. Fried's first charge, I wish to state that Manhattantown,
Inc., has relocated, offsite, more than 2,000 families. It has awarded approxi-
mately $600,000 in demolition contracts to date. In addition, it has had available
for new construction for almost 1 year approximately 300,000 square feet of land
cleared of tenants and slum buildings. Buildings would now be rising on this
site except for the delay in obtaining FRA financing. A detailed sworn state-
ment on the causes of delay in relocation and demolition was submitted by Man-
hattantown, Inc., to the United States Senate Committee on Banking and Cur-
rency during that committee's hearings last year This statement appears at
page 3156 of the printed record of that committee's hearings.

While some critics of Manhattantown, Inc., have claimed that it has delib-
erately delayed relocation, it is interesting to note that at the same hearing
before the Senate committee in which these attacks were made, representatives
of the Women's City Club of New York attacked Manhattantown, Inc., for relo-
cating tenants too rapidly in the face of a claimed housing shortage for low-
income families. Mr. Fried's position with an agency exercising visitorial super-
vision over all title I projects makes his attack on Manhattantown, Inc., more
inexcusable than if it had come from a person unfamiliar with the facts and the
problems faced by a title I redeveloper trying to clear its site with a minimum
of hardship to the persons living there. Just one of the facts which Mr. Fried
is or should be aware of, is the fact that Manhattantown, Inc., has relocated
more families from its area than have been relocated by many cities under a
title I program.

As to the second charge, Mr Fried is well aware that the purchase price paid
for the redevelopment site was set forth in a contract to bid between the city
of New York and Manhattantown, Inc. Before its execution, this contract was
specifically approved by the Federal Housing and Home Finance Administrator
as consistent with, and in furtherance of, the policy of title I. If Mr. Fried
disagrees with the actions of his superior, I would suggest that he direct his
criticism to his superior and not attack a party to a contract seeking to fulfill
its contractual obligations.

As to the third charge, we are, of course, extremely interested in Mr. Fried's
prediction of a determination to be made by this corporation's board of direc-
tors. It would seem to be extremely unfair on Mr. Fried's part to attempt to give
the impression to your subcommittee and to the public that the directors of
this corporation will reject an FHA commitment before they have even seen it.

Since Mr. Fried's attack has become a part of the subcommittee's record, I
respectfully request that this letter in answer thereto also be made a part of the
record.

I cannot close this letter without expressing to you, on behalf of myself and
the corporation I represent, my sincere appreciation for the fairness and impar-
tiality with which the hearings of your subcommittee were conducted.

Sincerely yours,
JACK FERMAN, President.

The CIAIRMAN. The committee will stand in recess until 1:15.
(Whereupon, at 12: 30 p. m., a recess was taken until 1:15 p. m. of

the same day.)
AFTERNOON SESSION

The CIhAIRMAN. The committee will please be in order.
We have to run as near on time as we can. The other members

will be in shortly. They are finishing their lunch.
The next witness is Mr. Iushewitz, secretary-treasurer of the New

York City CIO Council.
We are glad to have you, Mr. Iushewitz.
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Mr. IUSHEWITz. Thank you, Mr. Chairman.
The CHAIRMAN. What is your connection with the CIO
Mr. IUSHEWITZ. I am secretary-treasurer of the New York CIO

Council. We represent a half million CIO members in New York
City, Mr. Rains.

The CHAIRMAN. We will be glad to hear from you.

STATEMENT OF MORRIS IUSHEWITZ, SECRETARY-TREASURER,
NEW YORK CITY CIO COUNCIL

Mr. IUSHEWITZ. I would like to thank the committee for the oppor-
tunity of being heard, and we are very glad to have you in New York
because you know we are a big city with some tremendous problems.
With your permission, sir, I would like to read some of this.

The CHAIRMAN. All right.
Mr. IUSHEWITZ. As you may have gathered by now, New York

City is a town of extreme contrasts. Wealth and poverty exist here
in amazing proximity. To prove this, let us look at the very place
where we are meeting at this moment. Here we are in a hotel at Times
Square. But if we were to walk a few blocks to the west we would
find ourselves in the midst of M-9.

And what is M-9? It is a portion of this city, bounded by 8th
Avenue, 10th Avenue, 43d Street, and 53d Street, which the New York
City Planning Commission has designated as a section containing
areas suitable for development and redevelopment.

The city planning commission has designated 50 such blighted areas
in the city. They exist in each of our boroughs and M-9 is probably
not the worst of them. I bring this one to your attention because it
happens to be so close that perhaps you gentlemen might stroll over
there today and get a first-hand view.

You would see there a crazy mixture of uses-residences, stores,
restaurants, garages, office buildings, all crowded together. The
houses are mostly dilapidated old-law walkups, lacking decent sani-
tary facilities, heat, and hot water.

In summer the residents crowd to the open windows, the fire escapes,
and the stoops, to fight for a breath of fresh air. In winter real
tragedy stalks these streets. Last winter we had a wave of fatal
accidents m the blighted section of our town. Whole families in
unheated tenements were asphyxiated by defective gas heaters or
incinerated by flareups in kerosene stoves. In one 4-day period, gen-
tlemen, we had 13 deaths as a result of these kerosene-stove accidents
last winter, and I might add that it is not an exaggeration that unless
there is a terrific change, this winter we can expect from 15 to 20
people, adults and children, families, to die.

I am not just talking from newspaper clips when I recall this,
but from direct knowledge, because it just so happens that three of
the victims were members of CIO unions. I remember 1 case where
a child and an adult in a family that had 2 CIO members were killed
as a result of 1 of these kerosene fires. We finally managed to get
the family into some decent public housing. There were 4 more chil-
dren in the family, and the mother remarked at that time it "took 2
lives to get us a decent apartment."

Must these disasters again befall workingmen and their families
mi the winter now ahead and in succeeding winters? I say it is a
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bitter reproach to all of us that fellow Americans, fellow human
beings, should lose their lives so cruelly and so needlessly.

And such loss of life in fires is only the most dramatic evil conse-
quence of slum life. We must also consider the spread of disease
caused by overcrowding in ill-ventilated, ill-lighted, and ill-heated
railroad flats. We must also bear in mind that the unfavorable
environment of the slums is a powerful stimulant to juvenile delin-
quency and adult crime.

Still I did not come here to paint an entirely grim and hopeless
picture for you. One bright spot is the fact that the New York
City Housing Authority has done such a magnificent job. In the
20 years in which it has operated it has built and operated over 90
projects housing almost 111,000 families. It has made use of Fed-
eral subsidies and State subsidies and it has almost embarked on
a program of unsubsidized housing for people in the lower middle-
income brackets. It has brought decent housing at reasonable rentals
to thousands of our citizens of all races and colors.

These public housing projects stand out like oases in the dreary
wilderness of the slums. They provide the nucleus for the redevelop-
ment of whole neighborhoods of the city.

But this is only a start on what remains an immense problem. The
mayor's committee on better housing has just estimated that our city
now needs a minimum of 439,000 new housing units if we are to
accommodate our expanding population, and at the same time elimi-
nate substandard housing. By contrast we expect only about 151,000
public and private housing starts in the next 5 years. As a result,
the housing shortage, which has been with us since World War II,
remains acute in New York City. The waiting lists for admission to
public housing are heartbreakingly long and growing longer.

It is not exaggeration to tell you that my office has been turned
into an application office for the CIO members who want to get into
these projects and can't.

People in this town pay a disproportionate share of their income
for housing. And all too often these inflated rentals bring them only
slum accommodations.

The private building industry seems more interested in putting up
office buildings than investing in new housing. And the Federal
Government, which must be the mainspring of the public-housing
program, has also been lagging in recent years.

In the National Housing Act of 1949, New York was to get 48,000
public housing starts. But congressional opponents of public hous-
ing whittled away at this figure from year to year and in the end we
got only 25,000 starts.

Gentlemen, we need every one of these 48,000 housing units that
were promised us in 1949. Let's stop making a political scapegoat
out of public housing and get on with the great job of rebuilding this
city.

Another phase of housing in which we look for Federal aid is the
title I program. New York City has charted the most ambitious
title I slum-clearing program in the country. But the Federal Hous-
ing Administration has stalled it for more than 2 years by withholding
the necessary Government-insured mortgages.

Finally, last week, just 1 week before your committee arrived, the
first such mortgage for a title I private housing project was issued.



INVESTIGATION OF HOUSING, 1955 237

We wonder whether this was just coincidence, or whether the FHA
decided that it had better sweeten up the record before it came under
your official scrutiny.

Probably only the Administrator of the Housing and Home Finance
Agency, Mr. Albert M. Cole, could give us the answer to that one.

Frankly, we in CIO can temper our enthusiasm for those title I
projects which are designed to rent for $30 a room and upward. But
we have the highest hopes for several title I jobs which are using
cooperative financing so that they can be rented for about $19 per
room.

In fact, cooperative housing, whether combined with title I mark-
downs or not-appeals to us strongly as a means of solving the housing
problems of the great in-between group which earns too much to
qualify for public housing and not enough to meet the inflationary
demands for new private housing. I personally am a director of the
United Housing Foundation, and have firsthand information on this
type of housing, so I would like to devote the remaining few minutes
of my appearance here to discussing cooperative housing.

As you are well aware, cooperative housing is financed by the
people who will live in the development with the assistance of a lending
institution which puts up the mortgage money. The residents own
the development and run their business in a democratic fashion along
the lines of a New England town meeting. It is the most private type
of private enterprise with each individual family owning a part of
the whole enterprise. Because they own a part of the whole, each
resident takes a far greater interest in the property than if he were
just a tenant. This can be seen by the number of activities which are
started in the typical cooperative-nursery schools, teen-age canteens,
credit unions, forums, photography clubs-a wide range of programs
which tend to break down the sense of anonymity which so often
exists in a city apartment house and creates instead a real sense of
community.

In New York City, in addition to the very wealthy families who live
in cooperatives of their own, almost 30,000 middle-income families
own, and live, in cooperative apartments.

Most families live in cooperatives built by speculative interests op-
erating under section 213 of the National Housing Act of 1950. Many
of the irregularities exposed by Senator Capehart in his investigation
last spring characterized the work of the speculative builder in the
co-op field. But the fact remains that a great deal of housing was
built and the approximately 20,000 apartments of the 213 program
were almost the only speculatively built units in the 5 boroughs of
New York which a middle-income family could afford. In my opin-
ion, stricter supervision by the FHA of construction details, plus a
fuller disclosure to the public of the financial details of the proposed
developments, can make it possible for the legitimate builder to make
a profit and yet have the prospective cooperator protected.

It is interesting to observe that while speculative builders had no
trouble obtaining mortgage insurance from the FHA, civic and labor
groups fared far less well. I believe your committee has inspected
East River houses-Corlears Hook-the magnificent development on
the lower East Side for 1,668 families. As you can see, this project
is up, all the apartments are sold, and yet despite the fact that it was
sponsored by the most experienced men in the cooperative housing
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field these men were unable to arrange for FHA insurance of the
mortgage on any acceptable terms. You may have visited the Morn-
ingside Gardens site. Here, again, the sponsors, a nonprofit group,
were unable to obtain FHA insurance of the mortgage. Your com-
mittee would make a vital contribution to housing progress if you
could discover the reasons FHA insurance was withheld and see that
the error is not continued.

Nonprofit groups, labor, veterans, and civic, can make an enormous
contribution to solving the middle-income housing problem via the
cooperative method. Labor, civic, and veteran groups can get their
membership together to participate in a cooperative housing develop-
ment. They need professional guidance, and I am happy to say that,
as I mentioned before, I am on the board of one organization, the
United Housing Foundation, which has the know-how to aid non-
profit groups develop cooperative housing on a sound basis. Cur-
rently, the foundation is guiding 4 nonprofit groups in the develop-
ment of 2,500 apartments in Manhattan, Brooklyn, and the Bronx.

Two of the groups are developing cooperatives in slum areas under
title I, Corlears Hook and Kingsview in the Brooklyn, Fort Greene
area. These projects illustrate another important feature of the co-
operative method, it is the only way in which the ordinary worker can
make a direct contribution to clear the slums of his city. In these 2
jobs the average participant has put over $2,000 of his own cash into
slum clearance, and when 2,000 families invest over $2,000 apiece you
are funneling a lot of money into slum clearance. I think the total
figure is way over $5 million.

Both Corlears Hook and Kingsview take advantage of a provision in
the New York State law which allows nonprofit organizations which
are willing to do slum clearance to be granted an exemption from
taxation on the improvement of the city for 25 years. Of course, when
the 25 years are up full taxes are paid and in the meantime the old
slums have been replaced by new thriving communities. The benefits
of title I, coupled with tax exemption, plus the cooperative approach,
result in monthly charges of under $85 per month, including utilities,
for a 2-bedroom 41/2-room apartment. Investments were about $600
per room.

In both Kingsview and Corlears Hook, if FHA guaranties had been
available, monthly carrying charges could have been even lower. For
this reason I would like to urge this committee to do all in its power
to see that the FHA encourages genuine consumer nonprofit sponsored
cooperatives.

Before I conclude, may I comment on the magnificent plan de-
scribed by Mayor Robert F. Wagner to you on Wednesday for the
West Side of Manhattan area tentatively selected in his proposal.
However admirable this plan may be, it must be pointed out to you
that there are many sections of the city that require such help and
whose continued existence now means only continuance of slums un-
fit for human beings in which to live. Concentrate on that specific
section of the West Side, but not at the expense of our other sections
of New York; for example, it immediately comes to mind for your
attention another close-by West Side section. This is the section on
which so much time and effort has been given by the North Harlem
Community Improvement Association which is striving to redevelop
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the four-block area between 139th Street and 141st Street between 7th
and 8th Avenues.

Again, in this connection I would stress to you the need for con-
sidering and putting into use section 314 of the Federal Housing Act,
which provides for funds to be made available to Government agencies
for study of the overall rehabilitation needs of neighborhoods where
smaller housing projects could be built as a further step in the way
toward eradicating blighted areas. Money channeled into local com-
munities under section 314 of the Federal Housing Act is needed to
go ahead with any plans for new housing for our people.

In concluding, I would like to turn for a moment from the problems
of the city to a little event of country life. I was informed recently
by the owner of a farm in Connecticut that when a sheep died on the
farm the Federal Government sent county agents, agricultural inspec-
tors, and veterinarians to find out what had brought the poor creature
to its untimely demise. I do not deprecate our Department of Agri-
culture in the slightest; there are sound economic reasons why dis-
eases in animals should be studied and controlled. My point is sim-
ply this: If the Federal, State, and county governments can spend
so much money, time, and energy to investigate the death of a dumb
sheep it should give a proportionate share of its attention to averting
the imminent decay and the death of whole neighborhoods of our
great cities.

I know that you gentlemen came here with a determination to learn
everything that New York City people can tell you about the problems
of housing and slum clearance. I am sure that you have picked up a
wealth of useful information ,and I trust that you will use it to write
an aggressive, practical, forward-looking housing program when you
return to Washington. Be assured that on such a program CIO will
back you to the hilt.

Thank you very much.
The CHAIRMAN. Thank you, Mr. Iushewitz. It is a very interest-

ing, informative, and good statement. I wish we had time to go over
a lot of the aspects that you have mentioned. Many of them we have
been over with other witnesses. I should like to compliment you and
to say that in all of the years in Washington in the housing battles
your organization has been in the forefront.

Mr. IUSHEWITZ. Thank you very much.
The CHAIRMAN. We are glad to have you and to have your views.
Mr. WIDNALL. Could I ask one question ?
The CHAIRMAN. Yes.
Mr. WIDNALL. What would you think of qualifying union pension

and welfare funds for investment in FHA and GI mortgages?
Mr. IusHEWITZ. I am very much in favor of it, and in my work in the

United Housing Foundation we are making a beginning in getting
the unions in our city interested in these cooperative housing projects,
and I, for one, and other union leaders, have suggested to them that
that would be an excellent field for the investment of their money.

Mr. WTIDNALL. It certainly would be a means by which they could
help their members directly and get a better return on their money.

Mr. IusHEwrrz. Yes; and do a great deal of good.
Mr. ADDONIZIO. And build more houses.
Mr. IUSHEWITZ. Yes.
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Mr. WIDALL. I am impressed by what the unions have already
done in New York City in the housing field, and I think it is certainly
a fiel dthey can get a great deal of satisfaction out of.

Mr. ITSHiEWITz. I feel that It is only a start, sir, and much more
can and will be done as the unions become more familiar with it, and
as the pressure increases on them from their membership for decent
housing, and that pressure is increasing.

The CHAIRMAN. Every day.
Mr. GAMBLE. It is a safe investment for them because it is their own

project.
Mr. IUSHEWITZ. That is right.
The CHAIRMAN. Thank you very much.
Is Mr. Van Arsdale here ? He was to represent the A. F. of L.
The next witness will testify on behalf of the Urban League of

Greater New York.
Will you come around and identify yourself for the record, please,

sir
Mr. LEWIS. Yes, sir; my name is Edward S. Lewis, executive direc-

tor of the Urban League of Greater New York.
The CHAIRMAN. We are glad to have you, Mr. Lewis.

STATEMENT OF EDWARD S. LEWIS, EXECUTIVE DIRECTOR, URBAN
LEAGUE OF GREATER NEW YORK

Mr. LEWIS. Thank you very much.
Mr. Chairman, we have four offices, in all of the boroughs of New

York City with the exception of Richmond. We are an interracial
organization of approximately 2,000 members here in New York City,
and we have been working in this field for the past 45 years.

I should like to say that the testimony that I am going to give here
is based on complaints which have come to our offices and also on the
basis of our activities with other housing organizations.

One other comment. I think you have Urban Leagues in other
cities where you will have hearings, and I am sure they will be glad to
provide similar testimony.

The CHAIRMAN. Yes.
Mr. LEWIS. Housing has been accepted as one of the city's most

important problems. Especially serious is the plight of Negro and
other minority families who are increasingly bearing the brunt of
piecemeal attempts to resolve the housing problem. The President's
Advisory Committee on Housing summed up the situation as follows:

Our subcommittee is particularly conscious of the deplorable housing condi-
tions of the families of minority groups. In 1950, nearly 70 percent of nonwhite
families lived in dwellings which were dilapidated or were deficient in plumbing
facilities. This is nearly three times the proportion of white families living
under such conditions.

Minority families' housing problems stem from a number of causes,
including migration, inadequate quantity and quality of available
dwelling units, patterns of residential segregation, discriminatory
rental and sale policies, and discriminatory lending policies.

The tenant relocation report of the city planning commission points
out that the nonwhite population increase in New York City was
286,100, 60.9 percent, from 1940 to 1950, and the Puerto Rican popula-
tion increase was 169,500, 220.7 percent, in the same period. This re-
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port estimates the minority population, nonwhite and Puerto Rican,
will increase 12.7 percent and will be 20.9 percent of the total popula-
tion in 1960. Ten percent of the nonwhite and an estimated 10 percent
of the Puerto Rican population, this report indicates, are in over-
crowded dwelling units. Twenty-nine percent of the nonwhite and
an estimated 22 percent of the Puerto Rican population, the Commis-
sion reports, are in dilapidated dwelling units.

I would like to suggest here, Mr. Chairman, that I hope the members
of this committee will have access to the report which the city planning
commission has made on the projected population increases, because I
think this, in a sense, provides the backdrop for our recommendation.

Mr. GAMBLE. We have a copy of that, and it will be incorporated in
our report.

Mr. LEwis. Fine. Thank you.
This report's analysis of the distribution of minorities by census

tract indicates how densely concentrated is the New York City minor-
ity population. Seventy percent of the Negro population lives on 4.7
percent of the census tracts, where they compose over 50 percent of the
ethnic composition. The Puerto Rican population appears to be more
widely distributed as the highest percentage, 35.4 percent, reside on
census tracts, 96.4 percent of the total, where they comprise under 10
percent of the ethnic composition. In short, our city is growing, al-
though divided by iron curtains of residential segregation. However,
as long as we don't have an adequate housing program each day's
growth adds to the overcrowding.

Despite the concern of government, at all levels, and private enter-
prise to end the housing crisis, Negroes and Puerto Ricans have gained
little or no housing except for a pitifully small and ever-diminishing
amount of low-rent public housing. These groups, in fact, have prob-
ably lost ground, and on the average may have less housing oppor-
tunities today in the midst of unprecedented construction than before
World War II. Less than 1 percent of the new apartments constructed
since 1946, approximately 85 percent of which were FHA insured,
were available to minority citizens. Thus, in spite of an improved eco-
nomic status, which the Urban League can document, the minority
family found it almost impossible to move to a better neighborhood,
regardless of financial or social position.

The Supreme Court decision outlawing racial segregation in public
education is in essence the legal cornerstone of a new era in which
equality of opportunity can become a reality. The Court's decision
unequivocally points up the relationship between residential segrega-
tion and segregated schools. Residential segregation and the slums
they spawn are anachronisms in a democratic society striving to be the
bulwark of freedom in our time. The cost of slums, segregation, and
discrimination have repeatedly been documented in terms of disease,
crime, juvenile delinquency, wasted human and physical resources,
and the economic cost to municipalities. Slums usually represent an
average of 20 percent of a city's land area. Yet they account for 33
percent of the population, 35 percent of the fires, 45 percent of the
crime, 55 percent of the juvenile delinquency, 45 percent of the city's
service costs, and contribute a meager 6 percent of the city's tax
revenue.

Practically everyone, from the man in the street to the city planner,
concedes we do not have an adequate number of dwelling units to house
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the population of our city. There is less agreement as to the number
of units in total and the various rental categories we need in the city.
The city planning commission recently estimated that we will have to
build a rockbottom minimum of 438,000 units before 1960 in order to
provide for population increases and minimal replacements. Recent
reports of the mayor's committee for better housing indicate that the
greatest housing needs are those of the low- and middle-income groups.

Urban redevelopment and specifically the title I programs have
failed to provide housing; rather, title I has compounded our city's
housing problem. Huge areas have been demolished for as much as 3
years without redevelopment of the areas. Consequently, thousands
of families have been displaced, a majority of whom found them-
selves unqualified for public housing and unable to find other dwell-
ings because of the general housing shortage. Most of these families
resort to doubling up with relatives and friends, thereby intensifying
the overcrowding in already deteriorating neighborhoods. A large
number of these families find that discriminatory rental practices
prohibit their finding suitable accommodations.

The most serious complaints have been in regard to the following
title I developments: Manhattantown, where approximately 50 per-
cent of the site tenants were Negroes and Puerto Ricans; and Godfrey
Nurse Houses, where almost 100 percent of the site tenants were
Negroes. Both developers have been charged with failure to relocate
site tenants as well as failure to maintain occupied site buildings in
decent, safe, and sanitary conditions. The New York Times reported
on April 2, 1954, as follows:

This city's slum clearance committee, whose chairman is Robert Moses, city
construction coordinator, certifies periodically to the Federal agency that all
legal requirements of relocations have been fulfilled. A study by the New York
Times has showed that neither the Moses committee nor the private redevelopers
have data to show that "decent, safe, and sanitary dwellings within their finan-
cial means" have been made available to all of the uprooted. It indicated, in
fact, that this had not been provided in some cases.

Scores of convictions for inhuman and hazardous conditions of oc-
cupied buildings on the Godfrey Nurse site, many as late as the spring
of 1955, are a matter of record in the magistrate's court.

FHA multiple- and single-family developments between 1946 and
1954 account for between 85 and 95 percent of new dwellings con-
structed. This agency's policies during this period passively, if not
actively, encouraged creation of segregated communities. As a result,
minority groups were and are caught in a vicious circle, residential
segregation, which creates slums, which reinforces race prejudice,
which in turn strengthens the barrier of residential segregation.

The current policies of this agency do not seem to indicate willing-
ness to require that housing currently being constructed be subject to
local antibias legislation in the same way that such housing is re-
quired to conform to local zoning regulations. One such development,
Park City in Queens, and we can give detailed information on this, has
refused a number of qualified Negro applicants on the flimsiest of
grounds. FHA's policies pertaining to single-family housing are
equally discriminatory as a number of families have registered their
complaints of discrimination with the Urban League.

One of the generally recognized major deterrents to the problem
of increasing the housing supply for nonwhites is in the area of mort-
gage financing. A recent National Urban League report of the expe-
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riences of 19 developers' efforts to secure mortgage commitments high-
lights the problem. After protracted negotiations over a 14-month
period with various types of institutions, only 5 developers secured
commitments. All of these were secured from a special Federal Na-
tional Mortgage Association fund.

Banks, insurance companies, and the Federal Housing Adnunistra-
tion have been criticized for discriminatory practices. The undis-
puted results of these practices have been-

1. To limit the number of mortgages on multifamily develop-
ments involving Negro occupancy;

2. To decrease the ratio of mortgage to market value when
homes are to be occupied by a Negro family;

3. To increase the interest rate and cost of the dwelling for
Negro owners;

4. To extend mortgage negotiations, increasing costs, and risks.
5. To dissuade developers from building on an open occupancy

basis.
Evaluation of the facts as accumulated by authoritative studies and

the long-term experience of involved agencies point to discriminatory
attitudes. Margaret Kane, of the Federal Housing Administration,
m reporting the positive experiences of a number of banking institu-
tions in the minority market, points out:

Time after time in comments from inside and outside the Federal Housing
Administration, it has been emphasized that when the same standards are applied
there is no difference as a credit isk between a borrower who is a member of a
minority group and any other borrower. The difficulties that are experienced
usually develop when borrowers of any race are not given good value for their
money and when they are allowed to assume debts beyond their ability to pay.

And, Mr. Chairman, and memebrs of the committee, I want to insert
at this point a statement which is not included because we didn't get
it soon enough, but I will read it. It refers to the race-relations ad-
visers which we haven't had in the New York area for 2 years.

It is generally recognized that housing in New York City is the most
potentially explosive and backward area in the field of race relations.
Yet, Federal housing agencies-FHA, HHFA, and PHA-have
failed to appoint race-relations personnel in the local offices. FHA
and HHFA, it is significant that these positions have been vacant for
at least 2 years, seeming to indicate an attitude on the part of those
Federal agencies that there is no minority housing problems of any
seriousness. I would like to emphasize this, gentlemen, because I
started working with race-relations advisers 30 years ago in Balti-
more. I know of no group that has been more effective in combatting
some of the types of problems we have been involved in here in terms
of advising on race relations.

Here in New York we have had vacancies for 2 years and haven't
had appointments. I think it is ludicrous for the race-relations ad-
viser-this is no criticism or comment on Philadelphia-we have a
situation where the race-relations adviser in the Philadelphia region
is coming over to advise New York.

Now, we would like to recommend-you gentlemen of the Congress
have great influence in asking these agencies certain questions which
can help out, and I think if you could help us on the matter of getting
more advisers this would be a major contribution.
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On the basis of the above, the Urban League sees as necessary pro-
visions to resolve New York's housing problem the following:

1. Increasing the quantity of federally subsidized low-rent housing.
2. Increasing the quantity of federally assisted middle-income

housing.
3. Antidiscriminatory provisions in all governmentally assisted

housing with strong legal sanctions, assuring minority groups equal
opportunity to rent, purchase, or secure mortgages.

I would just like to say that there are apparently 1 or 2 States that
have made progress in this direction. We think that this movement
would be greatly enhanced if we had antidiscriminatory legislation
at the overall Government level.

4. Greater emphasis on open land as contrasted to slum-clearance
construction.

5 Stronger provisions for relocation assistance to site tenants, with
specific delegated authority for implementation.

6. Stronger safeguards against failure to maintain occupied site
buildings, with specific delegated authority for implementation, in
decent, safe, and sanitary conditions.

7. Provisions for more careful surveys of the population on pro-
posed title I sites.

8. Greater integration and coordination of the various housing pro-
grams.

And, I may say, we appreciate this opportunity which you have
given us to appear.

The CHAIRMAN. I want to thank you on behalf of the committee for
a well prepared and well presented statement. Some of the gentlemen
might have some brief questions.

Mr. BARRETT. I wanted to get your name.
Mr. LEWIs. Edward S. Lewis.
Mr. ADDONIZIO. I have one question.
The CHAIRMAN. Mr. Addonizio.
Mr. ADDONIZIO. On page 3 of your statement. Mr. Lewis, you refer

specifically to the title I program. You say it has failed to provide
housing. I would not want the inference to rest that you are against
the title I program.

Mr. LEWIS. We are not, sir; no.
Mr. ADDONIZIO. What you are interested in is speeding up the pro-

gram ?
Mr. LEwis. Precisely. We are not against title I, but we wanted to

point out for the record that at least up to this point we haven't got
any new housing units.

No; we are not against title I. We are for it.
Mr. ALVES. That was specifically pointed to in the 3 years that the

title I program has been in effect; in the city you have had no actual
construction of apartments in which people are now living.

Mr. ADDONIZIO. We are aware of that. I simply wanted to make
that point clear for the record.

On page 4 you referred to this Park City in Queens.
Mr. LEWIS. Yes.
Mr. ADDONIZio. And you said a number of qualified Negro appli-

cants had been refused occupancy on the flimsiest of grounds. Could
you detail that?
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Mi LEWIs. I would like Si. Alves, who is our housing director,
working with the families, to tell you some of the things that have
happened. I would like for this to go into the record.

Mr. ADDONIZIO. I would appreciate it if you would highlight it
because I know the committee is pressed for time.

Mr. ALVES. Park City is a subject which has received FHA mort-
gage insurance. It is being built in Queens. and it is a huge develop-
ment of approximately 4,000 apartments. They have just finished
the renting of the first section, a total of about 1,800 units. In the
course of this renting we referred families to Park City in accord
with our policy to make known available information to the com-
munity of housing opportunities that exist. Families did apply.

Now, I can give you specific references to two of the families that
were turned down on a very shoddy basis. One family had an out-
side source of income; that is, the person was employed and owned
property in another city. She was told that they would not be able
to accept an application because they would not be able to verify the
income from the property owned in another city. That was the first
basis for it. When she pressed the thing they finally agreed that they
would accept an application. However, on accepting the application
they failed to put in the application the information relative to income
from the property owned. It was then necessary for her to bring to
the attention of the rental manager in his letter this fact. She was
then turned down, although clearly having all of the qualifications
for occupancy. She could afford it. She wasn't going to overoccupy
the apartment. She has a very responsible position with a city gov-
ernment agency, so forth and so on.

The second instance is a little bit more ludicrous. This is a family
that have recently sought to rent a six-room apartment, and the per-
son went to apply and was told that there was no apartment available
on any floor below the 11th, that there were apartments between the
11th and 15th floors. She previously had checked by telephone and
found that there were apartments, six-room apartments, on all floors.
She got to the renting office, and the person there told her this, and
then went on to discourage her by saying the following: "You
wouldn't want to hve that high up. You would have to keep all of
the windows closed; it is awfully drafty; the elevator might not work,
and it is an awful long pull that high up," and the person had brought
along an elderly mother who was going to live with her, and the
sales person then referred to the elderly lady and said this would be
an awfully difficult thing for such a person to climb 11 to 15 flights of
stairs.

Now. these are the two instances which highlight really the attitude
taken ib the management of Park City, the rental management of
Park Citv.

The CHAIRIAN. Anv other questions, gentlemen?
Mr. AsmLrr. I have one question.
Mr. Lewis. I do want to repeat what Chairman Rains has said

with reference to the statement which you have presented today.
(ertainily the position of the Urban League is one to be respected in
every degree.

On the first page of your report you state that minority families are
having difficulties with respect to inadequate quality and quantity
of available dwelling units, which I have seen myself, and that they



246 INVESTIGATION OF HOUSING, 1955

are subject to patterns of residential segregation which we have also
seen.

Mr. LEWIs. Right.
Mr. ASHLEY. Now, I wonder if you would briefly give me a picture

of the discriminatory rental policies, not those that have just been
gone into, but what further problems do you have in that respect?

Mr. LEWIS. I will have Mr. Alves comment on that. He has first
hand information.

Mr. ALVES. If we eliminate from our remarks, then comments rela-
tive to such housing as Park City is public assisted in a sense we would
be talking about housing that is privately owned. I will give you
two illustrations.

A few years ago there were two developments put up in Queens,
which received FHA mortgage insurance. They were put up as
builder-sponsored co-ops. At the time the builders decided that they
would not have an open rental policy, and so did not make those avail-
able, those apartments, to Negroes, although there were applications
at that point.

In both instances there was considerable discussion.
Mr. ASHLEY. Were Negroes displaced from this area in order for

the construction?
Mr. ALVES. No, in this case it was open land development. Al-

though some people had applied, and there was some consideration by
rental authorities relative to opening the project. Now, within 2
years people have come to the Urban League asking that we assist
them in having Negro and other minority tenants in their develop-
ment at this point. That is one indication.

There are innumerable instances where families applied following
a newspaper advertisement. I would pick up the New York Times
and see apartment for rent, so and so are the terms, and they would
call up and find that they could rent the apartment. It was available,
and so forth, and so on, and then on appearing be told that the apart-
ment was just sold or some other excuse like that.

There was a very recent instance that we were familiar with in-
volving a student who had come to New York to study law at New
York University, and had rented an apartment. The landlord ac-
cepted the first month's rent. This was done on his behalf by a friend
that was going to go to school with him who was located here. This
fellow was coming from out of town. On his arrival with furni-
ture-

Mr. BARRETT. Was his friend Negro?
Mr. ALVES. No. the friend was not Negro.
On his arrival with furniture, etc., he was refused admittance to

the apartment. This was one instance. We have another situation
reported to us recently-

The CHAIRMAN. I don't want to interrupt, but I would like for you
to put all of those in the record-I am sure you appreciate the fact that
we are getting close to train time, and I will be happy for you to put
each one of them in the record along with your testimony.

Mr. LEWIS. Certainly.
The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. Gentlemen, I want to thank you. It was agreed by

this committee, because of the time element, that questions be very
brief. It is not any discourtesy. We generally follow the seniority
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rule here and the agreement among the members was to keep the
questions brief because of the necessity of getting away from here
today, and to give all witnesses a full hearing, which would not be
possible if the time were consumed with examination of the witnesses
first called.

I did not want to be put in the position by my silence in not asking
you any question of any misunderstanding of my attitude. I think
you know that I, as a Member of the Congress, have voted on every
and all occasions for any measure that was calculated to end discrim-
ination in any form.

Mr. GAMBLE. Well, we all do.
Mr. WIDNALL. One question, Mr. Lewis: Mr. Moses referred to the

influx of Puerto Ricans to the city as did several other witnesses, and
the consequent impact on the low-rent housing areas, I will say the
slum areas of the city. What is the public assistance law in New
York now for those who have just moved into the city ? Can they
get on relief almost immediately?

Mr. LEwIs. No; 3 years is the public assistance law in New York
City. They cannot get on the minute they come in, Negroes or Puerto
Ricans.

Mr. ALVES. I don't think that is exactly the situation.
Mr. ADDONIZIO. It is my understanding they can get on relief rolls

as soon as they show up and apply for it.
The CHAIRMAN. Thank you very much, gentlemen. I appreciate

your bringing your message to the committee. I was sorry to inter-
rupt you, but any additional information you want to put in the rec-
ord we will be glad to include.

Mr. SEGALL. May I interrupt for a moment. I don't wish to make
a statement, but I am an attorney and I have done a lot of work under
the FHA program.

The CHAIRMAN. What is your name, for the record, please?
Mr. SEGALL. Bernard Segall.

STATEMENT OF BERNARD SEGALL

Mr. SEGALL. I have not made any comments, but I have just made
certain recommendations, and I would be very happy to submit this to
your committee. This has to do with the 213 cooperative program
primarily.

I might add that in my opinion the 213 program is a wonderful pro-
gram, to furnish the much needed housing units for the middle income
group. I think it is the best program under the FHA program, and it
is with that in mind that I have submitted this statement with cer-
tain recommendations because I have been in it from the very incep-
tion.

I might also add that this was very amusing to me when I read the
1955 amendment that when the Congress authorized the Commissioner
to appoint an assistant to take charge of the 213 program, the act
itself said appoint someone who is fully sympathetic with the pro-
gram.

The CHAIRMAN. Well, now, just a minute. If you want your state-
ment in the record I will be glad to have it, but we have another on
the intent of interest.

Does that cover the statement you are now making?
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Mr. SEGALL. It does not.
The CHAIRMAN. I would be glad to give you full time--
Mr. SEGALL. I don't want to take any more time of your committee.

These are certain recommendations in connection with the 213 pro-
gram that I think might be of use to you.

The CHAIRMAN. We will put it in the record, and we appreciate it.
(The statement of Mr. Bernard Segall is as follows:)

STATEMENT OF BERNARD SEGALL

.. IDENTITY OF INTEREST

It is evident that the regulations when speaking of the identity of interest
(see sec 24133 and 241.34) mean identity of interest between the mortgagor
corporation, its officers, directors, stockholders, and the builder, general con-
tractor, or subcontractors. This was borne out in the commitment to insure,
issued by the FHA m mentioning conditions and requirements, which mentions
an identity of interest between the mortgagor and the builder.

The directives issued under the 1954 Housing Act also refer to the relationship
(or identity of interest) between the mortgagor and general contractor (see

letter to directors dated October 7, 1954 and letter of CH-108 dated September
13, 1954, p. 6). It therefore, seems that where none of the original five sponsors
of the cooperative corporations who are officers and directors of the mortgagor
cooperative corporation, are not in any way financially or otherwise connected
with the general contractor or its subcontractors. Even though the stockholders
or interested parties constituting the general contractor are also the fee owners
of the cooperative project and may very well be the financial sponsors of same,
there still is no identity of interest between the mortgagor and the general
contractor.

The mere fact that the entrepreneurs or financial sponsors of the project
advance money for the preparation of tentative plans, pay application fee,
etc., matters that necessarily must be attended to and expenses incurred in
order to prepare and submit the application should not be determinable on the
question of identity of interest. Unless this were done, that is the advance-
ment of certain funds, by the financial sponsors a large-scale cooperative project
would never come into being.

Assume that A and B are the financial sponsors of a project; that A and B
owned the fee and will be the landlord of the property to be leased to the
cooperative, which leasehold will be mortgage; assume also that A and B
form their own construction corporation, for the purpose of entering into
construction contract lump sum, with the mortgagor cooperative corporation.
Assume also that A and B, the financial sponsors, will not be stockholders, offi-
cers, or directors of the cooperative corporation, but the original five sponsors
of the cooperative corporation will be in nowise related or connected, financially
or otherwise, with the financial sponsors, A and B; assume that the minutes
of the cooperative corporation disclose all these facts and further authorize
the cooperative corporation to induce A and B, the financial sponsors, to under-
take the project, buy the land, get the data together necessary for the filing
of an application, agree to execute the indemnity agreement or secure a bond
that in consideration of these acts, the cooperative corporation will permit
A and B or their construction concern to obtain the general contract lump
sum, provided the contract price is equal and does not exceed the bids re-
ceived from three independent recognized general contractors. Assume all of
these facts and the FHA will agree that there is no identity of interest, there
properly may be a lump-sum contract.

II REQUIREMENT OF 100 PERCENT SALE OF APARTMENTS BEFORE INITIAL CLOSING
AND COIMIMENCEMENT OF CONSTRUCTION

Experience has shown that it is difficult to sell apartments on the cooperative
basis before construction actually starts Long drawn out selling periods
makes the project more costly and existing cooperators become restless, dis-
satisfied, and are more apt to cancel out. Experience has also shown thatafter construction begins, apartments air more easily ,alable and cooperators
more satisfied and less inclined to cancel out.
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III. PERMISSION TO START CONSTRUCTION PRIOR TO INITIAL CLOSING

Along these lines there are two suggestions:
(a) Either the FHA permit the sponsors to advance sufficient funds to the

cooperative to permit the cooperative mortgagor to make the required deposits
of cash to complete and working capital thus permitting the initial closing to
take place prior to the sale of 100 percent of the apartments; or (b) permission
be given to commence construction after the issuance of the commitment for
insurance and before obtaining 100 percent membership. In other words, it
shouldn't be necessary to delay construction until the initial endorsement

The major cause of dissatisfaction among cooperative subscribers to date is
the great amount of time that elapses between their purchase of stock and the
date they secure occupancy of the apartment. In some cases the interval has
been as long as 2 years. Very often subscribers are compelled to obtain month
to month renewals from their landlords, which causes them additional ex-
pense, and selves as a constant irritant.

If the builder-sponsor can obtain from the FHA permission to start construc-
tion (similar to that granted under sec. 207) and have an inspector of construc-
tion assigned by FHA to the project simultaneously with the commencement
of selling, a great deal would be done to eliminate the dissatisfaction of sub-
scribers, as the occupancy date could be set up within a 7-month period. There
are certain disadvantages to the proposal as follows:

(11) The builder-sponsor would need financing on an uninsured basis until
the requisite number of apartments have been sold and the building loan
mortgage cloed The builder-sponsor could not secure a payment on lequisi-
tion as neither the mortgage money nor the subscribers' money would be
available until the building loan mortgage closing.

(b) The builder-sponsor could not charge interest on the money advanced
tor construction purposes before the building loan mortgage closing. In
addition, he would be taking the risk of any loss that may be sustained by
reason of the fact that he is unable to sell 100 percent of the apartments
and thereby secure the mortgage commitment from the FHA

All of the disadvantage hereinbefore stated affect only the builder-sponsor
The subscriber, however, would obtain several advantages. These are as
follows:

Ia) A reasonably accurate delivery date could be promised the sub-
scbers which in all probability could be within 7 months of the starting
date

(b) The subscribers would receive the benefit of savings of interest on
building loan advances due to the fact that no interest would Ihe chargeable
on construction completed by the general contractor prior to the closing of
the building loan mortgage and the first advance made under that mortgage

(c) There would be additional savings to the subscriber from such items
as real-estate taxes, fire insurance, FHA mortgage insurance, etc.

(d) By shortening the construction period, the general contractor would
save money on overhead enabling him to give the subscribers additional
value without additional costs.

(e) The subscribers' attitude toward the builder- sponsor would be kept
on a friendly relationship basis as both sides would understand that each
is trying to help the other and to produce harmoniously a satisfactory
project.

IV. PERMISSION TO HAVE THE SUBSCRIBERS FINANCE PURCHASE OF STOCK

It is evident that there is a large percentage of prospective subscribers unable
to take advantage of the 213 program solely by reason of the fact that they
have not available the full amount required to purchase the stock of the co-
operative, although earning substantial salaries and gainfully employed

The potential purchasers comprising this group, notwithstanding the loan con-
templated, would well be able to qualify and meet the FHA financial require-
ments for approval The application of the subscriber filed with the FHA for
credit approval would set forth the amount to be borrowed and the terms of
repayment. Therefore, the additional amounts required to repay any such loan
would be considered by your office in determining the ability of the applicant-
subscriber to meet the financial requirements to qualify as a member of the
cooperative-mortgagor-corporation. To meet the possible objection contained in
paragraph 18 of the mortgagor's statement (FHA Form No, 3212) required at the

68692-55-pt. 1--1
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initial closing, the lender would agree, in the event of a default in the repayment
of said loan, not to resort to the stock of the cooperative-mortgagor-corporation
issued to the subscriber, the borrower, to obtain repayment of the loan.

In view of the fact that-
(a) All credit restrictions have been lifted;
(b) Paragraph 18 of the mortgagor's certificate permits borrowing by

the subscriber;
(c) Full disclosure of the contemplated loan is set forth in the applica-

tion of the subscriber filed with the FHA for credit approval; and
(d) Neither the stock to be issued to the subscriber nor the mortgaged

property may be affected by said loan.
Our clients believe the financing of the subscription price should not only be
approved but encouraged, and that said financing should not require any such
loan to be secured by collateral of the borrower. There is no doubt if such
financing were permitted it would be in the public interest, as it would afford a
large percentage of the population presently in dire need of the housing accom-
modations offered under section 213 an opportunity to obtain suitable living
quarters

V ASSURANCE OF COMPLrEION

The regulations provide three methods and an overall clause, which permits
some other form recommended by the mortgagee and approved by the commis-
sioner. The question is, It is permissible for the general contractor to furnish
a surety company bond as provided in such section?

VI. WORKING CAPITAL

It seems in the new regulations, particularly as to sales-type cooperative,
which requires 7 percent downpayment, the regulations provide that the working
capital of 2 percent requirement is not added to the 7 percent (see CH letter
133 dated August 11, 1955).

This should also prevail in management-type cooperatives, which require a
5-percent cash equity and if applicable, then necessarily the cost of the acquisi-
tion to the cooperators will be that much less (2 percent working capital should
be included in the 5 percent).

The CHAIRMAN. Is Mr. Van Arsdale here?
Is anybody here representing the A. F. of L. on housing that has

a statement.
Mr. JosrEH ADDONIZIo. Could I make a brief statement for the

record, which has not been prompted by anyone ?
The CHAIRMAN. We have to keep these hearings orderly. But we

will be glad to have your statement.

STATEMENT OF JOSEPH ADDONIZIO

Mr. JOSEPH ADDONIZIO. My name is Joseph Addonizio, and I am
here in the capacity of a private citizen.

Representative ADDONIZIo. I want the record to show that even
though it is in the family, I don't necessarily agree with him on
everything.

Mr. JOSEPH ADDONIZIo. I am here from the Bronx, not from the
Bronx Board of Trade, but as a private citizen.

I know you have heard all of the organized groups, and I wanted to
deviate from that just a moment in order to place on the record the
fact of the appreciation of your presence here in getting all of the
facts objectively. I know that you have had the welcome of the city
and the welcome of other organized groups.

I believe that the matter of housing is, of course, of sufficient im-
portance for everyone organized or unorganized to become interested
in the subject. Unfortunately, there is a very vast majority of unor-
ganized people that come within the middle-income housing eligibility



INVESTIGATION OF HOUSING, 1955 251

and while there has been a great deal of talk on the part of many of
the municipalities, as well as the State government, and the Federal
Government, we find still that the middle-income housing group
actually is treated as a minority group because there has been a
terrific-

Mr. GAMBLE. Middle income, you are talking about?
Mr. JOSEPH ADDONIZIO. Yes; because there has been too much em-

phasis on public housing.
I don't disagree with that, but is is unfortunate that whenever the

city of New York embarks on any project, whether it is with the city,
State, or Federal assistance, they always drag in some tax-exempt as-
pect which makes it more difficult for the people who have to pay the
taxes. I say this because in the Bronx, which I am familiar with, and
where I have lived for a great many years, there has been in proportion
about 10 to 1 of public housing in proportion to the middle-income
housing.

I am not going to tell you how to do it. All I can say is that I am
hopeful that in the next session of Congress this committee will make
certain definite recommendations that will aid and encourage private
enterprise with respect to the construction of middle-income housing
units.

I wanted to put that on the record.
Mr. BARRETT. Joe, may I just add this to your final expression ?
Mr. JosEPH ADDONIZIO. Certainly.
Mr. BARRETr. The Addonizios are very well represented in Congress.
Mr. ADDONIZIO. I am aware of that.
Mr. BARRETT. I think anything you would like to get you certainly

can get from him, and I am sure it will be of the highest type.
Mr. ADDONIZIO. We have had nothing but cooperation.
Representative ADDONIZIo. I appreciate that.
Mr. JOSEPH ADDONIZIO. They are prolific enough, and there will

always be an Addonizio.
The CHAIRMAN. Thank you for appearing.
Mr. JOSEPH ADDONIZIO. Thank you.
The CHAIRMAN. Ladies and gentlemen, is Mr. Van Arsdale here

yet?
Well, I would like for the record to show that we made an effort

to get him. There must be some mixup. He was notified before he
left Washington we would like to hear from him and reserve a place
in the record for any statement that the A. F. of L. desires.

With that, I want to thank first of all my distinguished colleagues
for their cooperation. I want to thank the city of New York for
being kind and good to us, and to tell you that we have learned a lot,
and that we hope that we can be of some benefit to you in Washington
with the problems of housing, not only in this great city and sur-
rounding area, but throughout the Nation.

Thank you very much, and come to Washington to see us.
(Whereupon, at 2: 20 p. m., the subcommittee adjourned.)

STATEMENT OF THE NEW YORK STATE COMMITTEE ON DISCRIMINATION IN HOUSING,
NEW YORK, N. Y., SUBMITTED TO HOUSING INVESTIGATION SUBCOMMITTEE OF THE
HOUSE COMMITTEE ON BANKING AND CURRENCY, OCTOBER 5, 6, AND 7, 1955

New York City, like most large urban centers, is experiencing a major housing
crisis. Unless New York is made an attractive and healthy place in which to
live and raise families, we run the risk of losing our middle class. We must
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conserve our present housing inventory, increase the supply of good middle-
income and low-income housing, and eliminate areas of blight.

Middle-class white families are fleeing to the suburbs. This mass exodus is
bringing with it tremendous problems of sudden growth for suburban areas, and
the social and economic disorganization attendant upon the development of a
two-class city, composed of the very rich and the very poor, with an increasing
proportion of minority families. It is also increasing racial separation in city
and suburb.

The barrier of housing discrimination faced by members of minority groups,
relegating them to certain circumscribed areas of residence, is a central inescap-
able fact. In 1950, although nonwhite families constituted 9.8 percent of the
population, only 8 percent of the city's housing supply was occupied by them.
The continuing increase in the nonwhite population has not been matched by
a comparable increase in available housing. The gap between real demand and
the supply of decent housing accommodations continues to widen. In the period
from 1940 to 1950 the nonwhite population increased 62 percent, but the increase
in dwellings occupied by them was only 58 percent.

The housing available to minority families is almost exclusively in the old,
already overcrowded areas of the city. They are only permitted in slums, and
then it is charged that minorities make slums. Areas of new construction have
been all but completely closed. One-third of the city's slums are occupied by
minority families, who constitute some 12 percent of the population.

Any program designed on a realistic basis to redevelop and renew New York
City must face these issues squarely. Programs must meet these realities. Fed-
eral housing officials have publicly stated that the solution of minority housing
problems is essential for the successful execution of urban renewal. HHFA
Administrator Cole has on many occasions pointed out that the Federal Gov-
ernment has the responsibility to take the leadership in this respect. He further
promised that Federal funds will not be paid out to localities that default in
their obligations to minority citizens.

Despite these pronouncements, it is becoming increasingly apparent in New
York City and in most other areas that the hardship attendant upon urban
renewal is falling disproportionately hard on minority families without their
receiving commensurate benefit. The Federal programs are, in effect, com-
pounding the existing difficulties.

In New York City, 40 percent of the families displaced by title I operations
are members of minority groups. Slum clearance projects undertaken by both
the New York City Housing Authority and the Committee on Slum Clearance
have been heavily concentrated in areas of high minority residence. It is esti-
mated that the 9 title I projects, now in the development stage, alone are dis-
placing over 7,400 nonwhite families. Those who are elegible for public housing
will be taken care of. The others have literally no place to go.

As a result, it has been difficult to provide sufficient, adequate relocation facili-
ties for the thousands of nonwhite families being displaced. Permanent re-
location has been delayed and progress in site clearance impeded. For example,
the Harlem and North Harlem projects were acquired 3 years ago. Relocation
began shortly thereafter. Yet, today over 1,400 Negro families are still on
site, awaiting permanent relocation. Many have relocated in private housing
worse than that from which they were forced to move.

In Manhattantown, 1,953 white and 2,132 nonwhite families were on site when
the project was acquired. All but 700 white families have been relocated, but
over 1,300 nonwhite families are still on site.

In New York City we are fortunate in that the new title I housing is required
by law to be built on an open-occupancy basis. However, in most cases the
new housing is too high priced to house the families which it displaces. Thus,
as the relocation subcommittee of our Mayor's Committee for Better Housing
pointed out, there is evidence that slum clearance has intensified significantly the
overcrowding in slum areas and has resulted in the creation of new slums
at a faster pace than old ones are being eliminated. We are faced with the ap-
palling situation of permitting a program to be carried out which reduces the
supply of low-cost housing at a time \\ hen there is already a critical shortage of
this kind of shelter. For example, the Real Estate Board found that the vacancy
rate in old-law tenements in March 1955 was one-tenth of 1 percent. Housing
and land space available to minorities is actually heng curtailedd It is no won-
der that in some quarters urban renewal is becoming known as Negro clearance.

There is a need for a reappraisal of site selection policies in New York City
and elsewhere. Title I permits the acquisition of open and predominantly open
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site- Nevertheless, no vacant sites have been used for title I housing. Public
housing as well has emphasized slum sites. The emphasis on sites of high popu-
lation density and high minority concentration is defeating the urban renewal
program before it can even get started In addition, the concentration on
minority occupied sites has increased the proportion of colored tenants in sub-
sidized projects As a consequence, many racially integrated public housing
projects are becoming predominantly or exclusively Negro developments.

Limited rehousing facilities are not the sole cause of the delay in relocation.
The administration of relocation in New York leaves much to be desired. We
believe that New York should be required to conform to national administrative
practices The city itself should clear the land, relocate the residents, and
sell cleared land to the private redeveloper. This is the way in which every
city handles the situation except New York. We maintain that a centralized
public agency should have responsibility for relocation. Permitting private
sponsors to do the job themselves has resulted in the failure to adopt uniform
practices, laxity of standards, and grave individual hardship. Last year's hear-
ings by Senator Capehart indicated that these failures have permitted financial
manipulation at the expense of site tenants and the city.

In the programing process grave deficiencies exist There is no national racial
policy and inadequate race relations review for urban renewal proposals. De-
spite HHFA Administrator Cole's repeated stress on minority factors in urban
renewal, in execution these considerations are not being taken into account.
The absence of a race relations officer on the staff of the urban renewal regional
office is a glaring omission. The Washington race relations review cannot be
performed unless there is a person on the local level responsible for information
and evaluation.

It is inconceivable that no race-relations service is provided with respect to
the new and exceedingly complex urban renewal program comparable to that
which has become traditional with FHA and PHA In this respect there has
been actual retrogression, in that the race-relations functions previously assigned
to the urban renewal relocation specialist have been removed from that job
specification.

The requirement that all localities submit a workable program attacking the
problems of urban decay seemed a hopeful sign that the previous segmented
approach may be abandoned. A feasible relocation plan is one element of the
workable program. However, in practice workable programs have been no
more than promises and intentions and the piecemeal programing of projects
has continued as before.

It is particularly disheartening to witness the failure to develop policy and to
watch increasing evidence of regression The dismissal of Dr. Frank Horne,
former Director of the Racial Relations Service, by Housing Administrator
Albert Cole on excuses of "budgetary considerations," is but the latest in a long
list of backward steps.

FHA is a central factor in increasing the supply of housing Minority families
have been, for all practical purposes, excluded from the benefits of this program.
Of the more than 100,000 new postwar, FHA-insured homes built in New York
City, not more than 900 units are occupied by minority families. This is less
than 1 percent of the total. Moreover, Housing and Home Finance Agency
policy requiring FHA and title I cooperation in providing homes for displaced
minority families has never been implemented. At the present time, FHA is
presented with a challenge in New York The Metcalf-Baker law, enacted by the
State legislature in 1955, provides that there shall be no discrimination in the
sale or leasing of housing in multiple dwellings and developments of 10 or
movie homes which receive Government mortgage insurance after July 1, 1955.
This covers the overwhelming majority of FHA-insured housing to be built in
New York Certainly, then, in New York State, with the law so explicit, FHA
should refuse to insure any housing which does not conform to a nondiscrimi-
natory policy. This is no more than FHA requires in connection with zoning
regulations, etc. We would hope that FHA will adopt regulations accordingly.

In addition, the position of FHA race relations adviser for the New York
area has been vacant for the last 2 years. This is a crucial position at the
present time, and should be filled without delay by a qualified person familiar
with housing and race relations.

When section 220 was adopted it was heralded as a great benefit for the
residential redevelopment of slum clearance project areas. However, the delay
in establishment of policies and procedures for issuance of FHA insurance
commitments under this section of the act has deterred progress in the title I
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program After all the months of discussion, certifications have been issued for
only 6 areas in New York City; commitments for 1. This certification pertains
only to multifamily units. There is no evidence that section 220 will be made
available for rehabilitation, despite expressed HHFA policy

The courts and Government officials, including the President, have firmly
enunciated the principle that Federal powers and aids may not be used to fur-
ther racial or religious discrimination. In the execution of the Federal housing
programs, extension of segregation has actually resulted. The time for policy
change is long overdue.

The failure on the part of the housing agencies to act to eliminate segregation
from the housing constructed with various Federal aids has resulted in frustra-
tion and hopelessness among those concerned with the health and vitality of
our community life.

SUMMARY OF RECOMMENDATIONS

1 Bar the use of any Federal housing aids to support or extend segregation.
2. Reappraisal of site selection policies to insure adequate use of open and

predominantly open sites for both public housing and title I and to avoid use
of densely populated areas of minority concentration.

3. Require New York ('ity itself to assume responsibility to relocate families
from title I sites and sell the cleared land to the private sponsors.

4. Provide trained personnel on the staff of local urban renewal office to con-
duct race-relations review of all urban renewal proposals.

5 Require workable programs to contain concrete evidence of a feasible relo-
cation plan.

6. FHA to require adherence to Metcalf-Baker law
7. Revitalize and strengthen the racial-relations service of the Federal hous-

ing agencies.
Statement subscribed to by the following organizations:

American Jewish Committee, New York chapter
American Jewish Congress
American Veterans' Committee, New York region
Anti-Defamation League of B'nai B'rith
Council of Social Action, Congregational Christian Churches
Council of Spanish-American Organizations of Greater New York
Department of Christian Social Relations, Episcopal Diocese of New York
Friendship House of Harlem
Harlem Mortgage and Improvement Council
Jewish Labor Committee
New York chapter, Americans for Democratic Action
Manhattan council, National Council of Negro Women
New York Civil Liberties Union
New York branch, National Association for the Advancement of Colored

People
United Neighborhood Houses of New York

(The following letters, referred to at p. 45, were submitted for
inclusion in the record by Mr. Moses:)

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

Randall's Island, New York 35, November 10, 1955.
Hon. ALBERT RAINS,

Subcommittee on Housi i,.
Committee on Bankung and Currency,

House of Representatives, Washington, D C.
DEAR MR RAINS: Attached is recent correspondence with Mr. Cole.

Sincerely,
ROBT. MOBES, Chairman.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

Randall's Island, New York 35, November 10, 1955.
Hon. ALBERT M COLE,

Admmntstrator, Housng and Home Finance Agency,
Washington 25, D. C.

DEAR MR. COLE: I have a letter from Mr. Meistrell dated November 4, 1955,
in reply to mine of October 25, 1955. I assume Mr. Meistrell discussed this with
you.
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We shall never accomplish the purposes we have in mind or get concrete results
without agreement between us on a nontechnical, prompt, and broad approach
to project changes by the field office of both HHFA and FHA. All we get from
you now is a series of unsupported assertions, recriminations, charges, and accu-
sations aimed to establish on paper that you are cooperating with us.

This conclusion is fully proven by the very examples you give in your latest
letter. It is silly to assert that Manhattantown is being held up because of delay
in furnishing credit information. The fact is that meetings, negotiations, and
discussions have been and are at present going on to ,ettle the amount and every-
body knows, including Mr. Schulz, that the holdup is in the amount I under-
stand that this is now at about the point of settlement.

Similarly, with respect to the Columbus Circle project, we know of no plan
by the sponsor to sell his interest. We do know that because of the delays and
holdups in FHA he is trying for conventional financing to avoid the problems
you have created. However, it looks as though he must come back to FHA and
we certainly want speedy action there

Your prize package is the reference to University Towers where the rede-
veloper's trouble was that he appeared on your so-called gray list and could not
get any consideration from FHA How you convert this to an obstacle not
of FHA's making, I don't know. At the present time we have arranged for a
new redeveloper to take over Mr Trump's obligations and he will immediately
start processing with FHA. Why not help us there?

The net result of all these new obstructions, on top of an assurance of action
and a schedule of definite dates, is that we are blocked again. There is no point
in our prolonging the issue or trying to move ahead with any considerable
program if, as Mr. Meistrell's letter indicates, your attitude is that technical
and detailed procedural considerations must govern approval of these projects
and that your new schedule means nothing.

I think you should tell us quite frankly whether it is your intention to adhere
to such technicalities or whether you are willing to expedite minor changes.
If your decision is that you can't meet reasonable schedules and can't control
your own subordinates, we may just as well recognize the futility of trying
to work with your people.

Sincerely,
ROBERT MOSES, Chairman

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

Randill's Island, New York 35, N Y, October 25, 1955.
Hon ALBERT Mi COLE.

Administrator, Housing and Home Finance Agency,
Washington 25, D C

DEAR ALBERT - Attached are three astonishing letters from your regional di-
rector of urban renewal with reference to title I projects in New York City, which
we supposed from your positive assurances were going to be expedited.

To begin with, these letters are unfriendly in tone, are manifestly written for
the record to justify further delays and indicate that your assistants propose
to continue to be highly technical about these matters.

To the extent that changes are necessitated because they are required by
FHA in connection with guaranties, these letters reflect again the fact that there
is no coordination of efforts within your agency. This merry-go-round could
go on forever with the FHA making demands and other officials of your agency
asking that we justify these and even reduce the amount of writedown in the
process.

As to further justification of certain other relatively small changes these are
inevitable in any enterprise of such scope and we are immediately furnishing
additional information to Mr. Horan. Here again we shall get nowhere if your
people insist upon technical justification in detail and new reuse appraisals If
this rigamarole continues, months will be lost in the process. If you do not
have enough confidence in us to go along with relatively minor changes, it is
futile to suppose that any large program can be carried out while any of us is
still in office.

We have also been doing considerable work on the meeting you suggested
with bank and insurance executives This is the subject of a separate letter.
Under the present circumstances, however, if your agency's attitude is re-
flected in the letters of Mr Horan, I can see no purpose in arranging such a
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meeting and wasting the time of the Secretar\ of the Treasury and other busy
people on a program which seems headed for another stalemate.

May I ak you to notify us promptly as to whether these letters from Mr.
Horan ha e your approval and whether their provocative tone and promise of
further technicalities reflect your attitude.

It was my impression at the Corlears Hook ceremony on Saturday that we were
at the beginning of a new era. Apparently this is not a fact if these letters
from Mr. Horan have your approval

Sincerely,
ROBERT MOSES, Chairman.

HOUSING AND HOME FINANCE AGENCY,
OFFICE OF THE REGIONAL ADMINISTRATOR, REGION I,

New York 13, N. Y., October 21, 1955.
Mr ROBERT MOSES.

Chairman, Office of Conminttee on Sloim Clearance,
Randall's Island, New York 35, N. Y.

DEAR MR MOSES: We acknowledge receipt of the proposed amendment of the
redevelopment plan for the Fort Greene project This carries out the changes
which the city felt were necessary to effectuate the building of the Kingsview
Homes and to which we previously gave conditional approval.

We note that the board of estimate approved the change in this plan. How-
ever, the board of estimate's action applied the changed controls to the University
Towers portion of the project as well as to Kingsview Homes but without our
prior consent as required by the contract between the city and the Federal
Government We are, therefore, uninformed as to why the changed conditions
or controls are required for University Towers. Under these circumstances,
complete justification for the proposed amendment should be furnished so that
we can act on your submission. We should also like to be advised whether
the amendment pending with us is likely to be the final change in this project or
whether some further change may be requested when a construction plan is
developed Any further liberalization of the conditions of the contract might
well require consideration of additional compensation by the redeveloper to the
project. If such a possibility seems likely, we suggest that the redeveloper be
advised of the desirability of settling this question before proceeding with con-
struction plans.

We assure you of our desire to work jointly with you toward achieving early
initiation of construction on the University Towers portion of this project.

Sincerely yours,
CHARLES J. HORAN,

Regional Director of Urban Reeiewal

HOUSING AND HOME FINANCE AGENCY,
OFFICE OF THE REGIONAL ADMINISTRATOR, REGION I,

New York 13, N Y., October 21, 1955
Mr. ROBERT MOSES,.

Chairman, Office of Committee on Slum Clearance,
Randall's Island, Nero York 85, N. Y.

DEAR MR. MOSES: We wish to acknowledge receipt of the proposed redevelop-
ment plan for the Pratt Institute project, No. UR N Y. 4-13.

Your submission does not indicate why a change in the redevelopment plan,
with respect to density and coverage, is necessary, and we would appreciate
information on that point before we consider your proposal. Also, we think
that every effort should be made to develop feasible construction plans within
the present redevelopment plan before a revision is considered. We suggest
such a thorough examination before launching into a revision of the dedevelop-
ment plan, particularly in view of the changes contained in the Housing Amend-
ments of 1955, which substitute the term "estimated replacement cost" for the
former term "estimated value "

A revision of the redevelopment plan would necessarily require considerable
time to obtain approval by the various city agencies as required by law. It will
also involve an amendment of the redeveloper's contract and consideration of
whether there are additional benefits to the redeveloper for which the project
should receive additional compensation from such redeveloper. If so, both the
local and Federal subsidies would be reduced. Hence, this is a matter of im-
portant concern to both the city and the Federal Government.
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If it is agreed that the redevelopment plan should be changed in terms of
density and coverage, thus requiring reconsideration of the price paid for the
land, then two additional reuse appraisals would be required. In that case,
we would want to discuss with you the appraisal method to be used.

We assure you of our desire to work jointly toward achieving early initiation
of construction on this project.

Sincerely yours,
CHARLEs J. HORAN,

Regional Dircrtoi of Urban Renewal.

HousING AND HOME FINANCE AGENCY,
OFFICE OF THE REGIONAL ADMINISTRATOR, REGION I,

New York 18, N. Y , October 21,1955.
Mr ROBERT MOSES,

Chairman, Ofice of Committee on Slum Clearance,
Randall's Island, New York 35, N. Y.

DEAR MR. MOSEs: We wish to acknowledge receipt of the proposed redevelop-
ment plan for the Harlem project, No. UR N. Y. 4-5.

Your submission does not indicate why a change in the redevelopment plan,
with respect to density and coverage, is necessary, and we would appreciate
information on that point before we consider your proposal Also, we think
that every effort should be made to develop feasible construction plans within
the present redevelopment plan before a revision is considered. We suggest
such a thorough examination before launching into a revision of the redevelop-
ment plan, particularly in view of the changes contained in the Housing Amend-
ments of 1955, which substitute the term "estimated replacement cost" for the
former term "estimated value."

A revision of the redevelopment plan would necessarily require considerable
time to obtain approval by the various city agencies as required by law. It
will also involve an amendment of the redeveloper's contract and consideration
of whether there are additional benefits to the redeveloper for which the project
should receive additional compensation from such redeveloper. If so, both the
local and Federal subsidies would be reduced. Hence, this is a matter of
important concern to both the city and the Federal Government.

If it is agreed that the redevelopment plan should be changed in terms of
density and coverage, thus requiring reconsideration of the price paid for the
land, then two additional reuse appraisals would be required. In that case,
we want to discuss with you the appraisal method to be used.

We assu e you of our desire to work jointly toward achieving early initiation
of construction on this project.

Sincerely yours,
CHARLES 3. HORAN,

Regional Director of Urban Renewal.

CITY OF NEW YORK,
OFFICE OF COMMITTEE ON SLUM CLEARANCE,

Randall's Island, New York 35, N. Y., November 10, 1955.
Hon ALBERT M. COLE,

Adn inistrator, Housing and Home Finance Agency,
Washington 25, D. C.

DEAR MR. COLE: With respect to the proposed meeting with top bankers and
insurance executives here and with the Secretary of the Treasury, the Comp-
troller General and the State Superintendents of Insurance and Banking, please
bear in mind that:

1. There is no point in holding such a meeting or attempting to expedite an
enlarged program through cooperation from these groups, unless we can hon-
estly say that our program in New York City is moving rapidly and that we have
substantial agreement oi processing.

2. The Secretary of the Treasury should not be asked to attend such a meeting
personally if we must say at the meeting that the program is not moving and
is likely to bog down in endless wranglng over details.

Sincerely,
ROBERT MOSES, Chairman.
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(The following data were subsequently submitted to the subcom-
mittee:)

STATE OF NEW YORK, EXECUTIVE DEPARTMENT,
DIVISION OF HOUSING,

Nep York 7, N. Y., October 7, 1955.
Mr JOHN BARRIER,

Subcommittee on Housing,
House Comnimttef on Boan ng and Currency,

House Office Bnilding. Wlashington. D. C.
DEAR MR BARRIERE: It has been reported to me that at yesterday's hearings

of your subcommittee in New York, the question of housing for single persons,
was discussed I understand that one of the witnesses was of the opinion that
the New York State public-housing program provided apartments for single
persons but based eligibility on income without considering the age factor. I
would like to call the attention of the committee to the fact that this statement
is not correct.

The New York State program has always made provision for single-person
apartments, eligibility depending, among other things, on age At present
occupancy of these units is limited to persons 50 years or older. In addition to
these apartments, the State has a program of housing for the aged, both couples
and single persons. These apartments are especially designed and equipped to
meet the needs of advancing years. The age of 65 is considered "aged."

I would appreciate it if you would correct the record to reflect the above.
Sincerely yours,

JOSEPH P. MIcMURRAY, Corn,,lm soner

MANHATTAN TENANTS WELFARE AND CONSUMER COUNCILS,
Newu York, . Y., October 21, 1955.

ROBERT R POSTON,
Chief Counsel, House of Representatt s,

Subcommittee on Housing of the Conmsittee on
Banking and Currencl, Washington, D. C.

DEAR MR. POSTON In reply to your letter of September 26 we hope that in
the future your committee will hold hearings in New York City with more
time allowed for tenants and organizations to testify. However, even during
the brief hearings held this month some of the facts regarding the problems
and abuses of relocation were presented, especially by the Citizens' Housing and
Planning Council.

May we submit as our testimony the enclosed copies of a fact sheet on Title
I-Urban Redevelopment, entitled "Slum Clearance or People Clearance'" which
was issued by the Manhattan Tenant Councils in June 1955. This report is
based on extensive research and on personal contact with the tenants on title
I sites. Enclosed are copies sufficient for each member of the committee

May we also call your attention to a phrase in a June 1955 report by the
Mayor's Committee for Better Housing of the City of New York. This report
on relocation problems suggests that the urban redevelopment program be
continued and expanded, "but only when the families which must be displaced
can be properly relocated in satisfactory housing."

We feel that it is the responsibility of your committee before it approves
continuance and expansion of the urban redevelopment program in New York
to investigate the claims of many responsible civic and housing organizations
that adequate relocation is impossible in the present housing shortage.

We hope that your committee will recommend legislation which will produce
better housing, not "people clearance" for New York.

Very truly yours,
(Mrs.) ESTELaL QUIN,

Executive Secretary.

SLUM CLEARANCE OR PF.OPLE CLEARANCE?

(Fact Sheet on Title I-Urban Redevelopment)

What ss Title IF
Under title I of the National Housing Act of 1949, the city buys slum property

and sells the land to private redevelopers at a substantial loss. The private re-
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developer then clear the land and build private housing renting for $30 to $50
per room, or cooperative apartments renting for $17 to $22 per room with a
downpayment of $450 to $625 per room, or commercial or institutional buildings.
The Federal Government repays the city for two-thirds of the resale loss, and
the city pays the remaining one-third. The cost of 17 title I projects in New
York City now approved or under study is $93,287,951 to the Federal Government
and $46,594,975 to New York City.

Who lives on title I sites?
1 Approximately 50,000 families (about 200,000 persons) live on 17 sites.

The Committee on Slum Clearance estimates 24,42 but their figures do not in-
clude thousands living in furnished rooms or roominghouses. Three-quarters of
the families earn under $3,500 per year and pay rents averaging $32 per month.

2. About 50 percent of the families are Negro and Puerto Rican. In the first
seven projects approved 45 percent of the tenants were Negro. On the Harlem
and North Harlem sites almost all of the tenants are Negro. On the Morning-
side-Manhattanville site 16 percent are Puerto Rican; at West Park 34 percent
are Puerto Rican, and on the proposed Lincoln Square site there are a large
number of Puerto Rican families.

3. The tenants live in these areas because: (a) Many sites are old, established
neighborhoods of 30 to 50 years; (b) the sites are convenient for traveling to
work; (c) rents are low; (d) many of the apartments are large (3 to 5 rooms),
and many have elevators, steam heat, hot water, and other modern conveniences.

What happens to the site tenasnts
1 The tenants move to other overcrowded neighborhoods and more slums are

thus created Warren Moscow, executive director of the New York City Hous-
ing Authority, sees the future of New York City as follows: Manhattan will be-
come a business and management center with only high-rent housing, and slums
may increase in the other boroughs (CBS Radio, Let's Find Out, April 24,
1955).

2 Tenants must pay double and triple rents to find other apartments. Fam-
ilies double up with relatives or move into furnished rooms.

3. Tenants in furnished rooms or roonunghouses, including thousands of
families with small children, are not legally entitled to any relocation

4 Very few of the tenants are relocated into public housing and less than
5 percent can afford to move back into title I housing and pay $120 to $200 for
4 rooms. Only 1,646 of the 6,316 families "relocated" up to date have been
admitted into public housing, because of unreasonably low-income ceilings and
redtape restrictions on applicants.

5 Negro and Puerto Rican tenants face discrimination in seeking new hous-
ing and are forced into segregated areas such as Harlem. thus increasing over-
crowding there.

6 Title I private redevelopers cut services and repairs while waiting for site
tenants to move, creating unsafe and unhealthy living conditions At the Harlem
site, the builder cut off heat and hot water in the winter of 1954 Several fires
and one fire death occurred when tenants tried to heat apartments with stoves.

7 During site clearance tenants are moved from apartment to apartment on
the site.

The fight for relocation
1 When 9 title I projects were first proposed m 1951, the tenants on each site

organized to oppose the projects and were immediately joined by civic, religious,
and community organizations. In the Washington Square Gardens-South Village
area where opposition was solid the projects were defeated. The Williamsburg
proposal is now "inactive " Delancey Street n as sent back for study but will be
reproposed soon. The rents in the Moiningside Heights cooperative project were
lowered from $23 per room rent plus $600 per room downpayment to $16 to $22
plus $450 per room However. 5i of the original 9 projects were approved by the
city planning commission and the board of estimate.

2. At a public hearing before the board of estimate in May 1952, the following
organizations and persons opposed three of the projects and warned that the site
tenants could not be adequately relocated: New York State Committee Against
Discrimination in Housing, NAACP, Citizens Housing and Planning Council,
United Neighborhood Houses, ADA, Citizens Committee on Children, Friendship
House, Citizens Union. American Jewish Committee, West Side Committee To
Save Our Homes, Harlem and Manhattan Tenant Councils, East Harlem Council
for Community Planning, New York City 010 Council, Metropolitan Committee
on planning, and Councilman Stanley Isaacs (Amsterdam News, May 31, 1952).
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3. On December 16, 1953, the following organizations wired the board of esti-
mate to delay voting on several new title I projects until the release of the city
planning commission's long-disputed report on relocation: American Associa-
tion of Social Workers, American Jewish Congress, NAACP, American Veterans'
Committee, ADA, Citizens' Housing and Planning Council, Cultural Relations
Council of Congregational Christian Churches, Episcopal Christian Social Rela-
tions Department, Protestant Council of New York, New York State Committee
Against Discrimination in Housing. United Neighborhood Houses, Women's City
Club (New York Post, December 17, 1953).

The city planning commission's report, not released until January 20, 1954,
revealed some of the hardship and chaos of title I relocation, but the board of
estimate approved new title I projects.

4. Surveys by the Women's City Club, Friendship House (a Catholic center
in Harlem), and several newspapers (including the New York Times, the World-
Telegram and Sun, and the New York Post) exposed relocation abuses. A con-
gressional investigation into housing "windfalls" in 1954 revealed that delays
in relocation had netted the builders of West Park a profit of $649,211 in 2 years
on condemned buildings.

5. Many prominent persons attacked the relocation muddle, including Con-
gressman Adam Clayton Powell, Jr., Councilman Stanley J. Isaacs, Nathan
Straus (ex-Administrator of the U. S. Housing Authority), Dr Robert C Weaver
(deputy New York State housing commissioner), and Leo Goodman (ex-Dlrector,
National CIO housing committee). Councilman Earl Brown introduced a resolu-
tion into the city council asking for an investigation of title I relocation. And
Charles Abrams, New York State rent administrator, summed it all up in his
statement, "Slum clearance does nothing that cannot be more efficiently accom-
plished by an earthquake."

What is the solution to the relocation problem
Harris Present, chairman of the citywide committee on relocation problems,

says that if title I forces "great numbers to relocate halt it" (World-Telegram
and Sun, May 10, 1955).

Ethel E Wortis, president of the Women's City Club of New York, wrote:
"Before continuing its redevelopment program, the city should assure sufficient
low-rent accommodations for persons being displaced, either in existing housing
or in additional low-rent quarters to be constructed" (New York Times, April
14, 1954).

Ira S. Robbins, executive vice president of the Citizens' Housing and Plan-
ning Council of New York, wrote: "Slum clearance displaces low- and middle-
income families. * * * It will be manifestly impossible to continue the title I
program without additional public housing" (New York Times, April 3, 1954).

1 Title I does not meet the needs of the low- and middle-income families
which it displaces. The city planning commission estimates that a minimum of
40,000 to 44,000 new apartments per year (mostly low and moderate rent) are
needed in New York City. This is the minimum to house: (a) families dis-
placed by title I projects; (b) families displaced by necessary public construc-
tion (highways, schools, hospitals, bridge and tunnel approaches) ; (c) families
who must move from apartments with serious housing violations; (d) newly
married couples; (e) the general increase in population.

2. The New York City Housing Authority has certified to the Federal Govern-
ment that 330,000 families face relocation in 1955-57.

3 Only 5,446 public housing units were built in New York City in 1954, all low-
income. In 1955, 5,695 units have been completed so far and 6,474 are under
construction in the Federal low-income housing program, and the State plans
to build 3,900 low-income units. The city middle-income program plans 2,144
units Thus, in 1955, a total of 18,213 public-housing units may be built. Pri-
vate housing builds almost no low- or moderate-rent housing in New York City.

4 Relocation is impossible without adequate construction of low- and moder-
ate-rent housing. All "slum clearance" under title I should be deferred until
thousands of low- and middle-income public housing units are constructed in
New York City, mostly on vacant land. Raised income ceilings and absolute
priority for site tenants would enable them to move back in to public housing,
where relocation is necessary.

When will New York City have a program to build 40,000 public-housing units
per year? Until then, the title I urban redevelopment program will be "people
clearance," not "slum clearance."

(Issued by Manhattan Tenant Councils, 306 Lenox Avenue, June 1955.)
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Tstle I projects

Name

1 Corlears Hook....

2. Harlem...........

3. North Harlem..

.. West Park ..--...

a. Morningside-
Manhattan-
ville.

6. Cobseum-.........

7. Fort Greene
(Brooklyn)

8. Pratt Institute
(Brooklyn).

9 Washington Sq
Southwest.

10. NYU-Bellevue....

11. Seaside-Rockaway
(Queens)

12. Delancey St.......

13. Seward Park ....-
14. Park Row .....

15 Lincoln Sq ...--.

16. Hammels (Queens)

17 Plaza (Queens)-..

Boundaries

Lewis St, Williamsburg Bridge, FDR Dr,
Cherry and Jackson Sts

Lenox to 5th Ave., West 132d to West 135th
Sts.

Lenox to 5th Ave, West 139th to West 142d
Sts.

Central Park West to Amsterdam, West
97th to West 100th Sts.

Broadway to Amsterdam, LaSalle St. to
West 123d St.

CPW and Columbus Circle to Columbus
Ave , West 58th to 60th Sts

Flatbush Ave Extended, Fort Greene
Park, Myrtle, DeKalb Aves

Lafayette Ave, St James PI, Hall St,
Myrtle Ave, Emerson PI., Willoughby,
Classon Ave

Washington Sq South, West 4th St, West
Broadway, West Houston, Mercer Sts.

1st to 2d Aves , East 30th to East 33d Sts ..

Rockaway Parkway to Shore Front Park-
way, Beach 102d to 108th Sts.

Delancey, East Houston, Allen Sts., For-
sythe St.

Grand St , East Broadway, Essex....-----
Park Row, New Bowery, St. James PI.,

Pearl, New Chambers Sts
Broadway to Amsterdam, West 60th to 64th

Sts., Broadway to West End, West 64th
to 69th Sts

Rockaway Beach Blvd , Shore Front Park-
way, Beach 74th to 90th Sts

Jackson Ave , Bridge Plaza South, Crescent
St

When proposed

January 1951 ..-

--.. do-..........

.....do --..........

September 1951-

November 1951-

December 1952-.

.....do .........

July 1953-........

Present stage

Under construe-
tlon

Partially leared.

Do.

Do.

Do.

Under construc-
tion

Partially cleared.

Do.

August 1953--.. Clearance de-
layed by court
action.

November 1953- Clearance begm-
nmg

October 1954-... Under study by
slum clearance
committee, to
be resubmitted
soon.

Under study by SCC, will be sub-
mitted soon.

Do.
Do.

Do.

Do.

Do.

IIn Manhattan unless noted otherwise.
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Cost to city
T ts Proposed construction d Fe
displaced Govern-

ments

873.-.. .... 1,668 cooperative apartments, $17 per room rent, $625 per room downpayment. $3,000,810
1,500,405

1,998 .--.... 1,100 private apartments, $30 per room rent.------- --. -------------------- 3,766,024
1,883,012

1,179 ......- . 1,300 co-op apartments, $20 per room rent, $450 per room downpayment ...- 2729,258
1,364,629

3,613-....--- 2,560 apartments, co-op, $21 per room rent, $625 per room downpayment; 10,703,084
private $30 50 per room rent 5,352 542

1,522 -..... 981 co-op apartments, $16 to $22 per room rent, $450 per room downpayment-.. 3,02, 35
1, 513,467

2.430 -..---- 528 apartments, $50 per room rent; Cohseum and offices......-. -------- 5,000,000
2,900,000

464 -..------- 588 private apartments, $34 per room rent, 275 co-op apartments, $21 per room 2,764,603
rent, plus downpayment, additions to Long Island Umverslty, and Brooklyn 1,377,301
Hospital

1,199...... 1,736 apartments, $2 to $36 per room rent, 18 5 acres to Pratt Institute......... 6,117,031
3,058,516

132...-.....- 2,016 apartments, $48 per room rent, 3 acres to New York University.----- 8,2 ,206
4,125,103

1,366 ...-...- 840 apartments, $31 per room rent -------------.............. ---- 4,140,000
2,070,000

749 -.......- 1,500 apartments, $35 per room rent, plus garages and stores ...-- ....-- 2,600,000
1,300,000

1,569 ....... 1,180 apartments, no estimate on rents - -------------------------- - 6,000,000
3,000,000

1,349...... 1,500 apartments, no estimate on rents ------ 6,000,000
3,000,000

519...-..... 1,000 apartments, no estimate on rents .......................... 4,000,
2,000,000

5,204-..-..... 3,000 apartments, $35 to $50 per room rent, hotel, fashion center, Engineering 18,500,000
Society Bldg, Fordham University buildings------------------------------- 9,250,000

2,684........ 4,000 apartments, no estimate on rents....---------------------------- 4,000,000
2,000,000

179 .....---- No housing, all commercial construction ...................... - 1, 800 00
900,000

'Not including furnished room tenants

NEW YORK, N. Y, September 30, 1955.

SUBCOMMITTEE ON HOUSING, COMMITTEE ON BANKING AND CURRENCY,
House of Representatives,

Washo gton, D.C.

(Attention Mr. Robert Poston.)
GENTLEMEN In accordance with your letter of September 12, I hereby submit

a written statement suggesting a measure which, I believe, is essential in meet-
ing the problem of the shortage of multifamily housing in New York City.

I am also enclosing a reprint of a recently published article of mine entitled
"You Don't Know Why We Have a Housing Shortage," which examines each
of the popular explanations for the housing shortage, and which I would like
to have considered as palt of my statement

A publicly sponsored investigation, by trained professional economists, is
needed to determine why the New York City housing shortage has continued
long after all other wartime shortages have disappeared.

Among the paradoxes involved in the shortage are the fact that the city's popu-
lation had a smaller net growth between 1940 and 1950 than in any similar
period since the Civil War (because outmigration to the suburbs more than
balances inmigration, which was not true in the past) , that new transportation
facilities and other factors have substantially increased the amount of land suit-
able for housing since the 1920's; and that high postwar costs have not meant
continued shortages in any major industry, including even construction, outside
of rental housing. The situation is thus a collection of paradoxes.

The housing headache has persisted long enough It's time to call in the
economic doctors.

Respectfully yours,
SIMEON H. F. GOLDSTEIN.



INVESTIGATION OF HOUSING, 1955 263

You DON'T KNOW WHY VE HAVE A HOUSING SHORTAGE

(By Simeon H. F. Goldstein)

(Mr. Goldstein's housing background includes the chairmanship of the multiple
dwelling law committee of Citizens Housing & Planning Council, Inc., and
service from 1947 to 1952 as housing chairman of the American Legion, Bronx
County. However, the views expressed in this article are his own and do not
necessarily represent those of either of these organizations)
So, you can't find an apartment at a fair rent. Your landlord doesn't give

you the service to which you are entitled, but you can't do anything about it-
because "Where can you move?"

Why? Why does New York City have a housing shortage? Why is housing
the only one of the postwar shortages which continues?

After all, the Bible tells us that, when the Lord sent Pharoah a dream to
warn him that he would afflict the Egyptians, it was only with "7 lean years."
New York City apartment hunters have had not 7-but 10-"lean years," since
V-J Day.

Is there any hope for improvement? If you are sick, you can't hope for im-
provement until a correct diagnosis of what is behind your pains (or other
symptoms) has been accomplished. The same is true of economic ailments

This article n ill, therefore, examine the various common explanations for the
housing shortage As we will see, none of them really explains this condition,
and some of them do jut the opposite, that is they make the fact that the
shortage continues even more remarkable

We will then offer a method by which the community could find out why we
still have a housing shortage

Is it the Puerto Ricans? Actually, no
In the old days, movement of people to New York City was largely a one-way

proposition In recent years, however, more people have been leaving the city
than moving into it, largely because of the trend to the suburbs.

Below are the United States Census figures for the population of New York
City, from the first census to the most recent one "

1790__---- -- 49, 491 1880 ------ ___----- 1,911, 698
1800.. ------ 70,216 1890 ___ --------_ __ 2,507,414
1810- ___---_-__- _ 119, 734 1900--------------_ 3, 437, 202
1820 ------- 152, 056 1910 ------ 4, 766, 883
1830 ------ - 242, 278 1920-------- 5, 620, 048
1840 ---- 391, 114 1930 ------ - 6, 930, 446
1850 ---------- 696,115 1940 ------- ---- 7, 454,995
1860.- ---- ------- 1,174, 779 1950 --------- _---- 7, 891,957
1870 ------- - 1, 478,103

Using these figures you will find that the net population increase between 1940
and the most recent census was the smallest for any period since the one from
1860 to 1870. If you should calculate the increase as a percentage of the popula-
tion at the beginning of the period, you will come up with the startling fact that in
the last decade our city had its smallest percentage increase in population since
the first census-less than 6 percent.

Moreover, it is common knowledge that many new arrivals from Puerto Rico
dwell under dreadfully overcrowded conditions, with entire families living in a
single room, and thus occupying only a fraction of the space formerly used by
those whom they replaced.

Is it because the Government has neglected the housing shortage? Hardly
The Federal, State, and city governments have each done more to meet the
housing shortage than was done to meet any of the other postwar shortages

The following figures, obtained from the United States Bureau of Labor
Statistics and the New York City Housing Authority, indicate that if Government
neglect were the reason for the housing shortage, New York City would have the
smallest shortage in the country.

State-aided and city-aided public housing units started, 1946-5'1
Unlfs

started

State-aided public housing in New York City ----------------- 25, 212
City-aided public housing in New York City --------------- - 21. 672

Total ------ ----------------------. 46,884
Stated-aided and city-aided public housing in the other 47 States plus

upstate New York-..------------------------------------ - 44,216
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Is there something wrong with the construction industry? Could be-but that
is not the reason for the shortage. Federal Government figures show that, in
the country as a whole, the construction industry has started more housing units
in each year since 1950 than it did in any year before that time. In New York
City, however, the number of housing units started in each of the last few years
(including our huge public housing program) has been less than half of what it
was in the worst year of the 1920's.

While many believe that construction costs would be reduced if mass produc-
tion of housing replaced the activities of the smaller operators, and if other
alleged wastes were eliminated, actually, since World War II large-scale builders
have been playing a much more important role than they did when there was
plenty of housing, and more attention has been given to improvements in the
building code.

Another thing to be explained by those who would place the blame on the
construction industry is the fact that, even in New York City, it has provided
enough buildings for virtually all other purposes than housing, e. g., stores, offices,
and factories.

Is there a shortage of land on which to build new housing? There is no
shortage of land in the city as a whole (although there may be a scarcity of land
in a few of the "swankiest" parts of Manhattan). The amount of land within
commuting distance of places of employment has actually increased since the
1920's (when we had our last building boom). This is due to the opening of the
IND Subway, the Dyre Avenue line, the extension of other subway lines, and
additional bus hnes, as well as the growth of manufacturing areas on the city's
outskirts.

A study by the city planning commission in 1953 found 22,400 acres of vacant
land in New York City stable for residential development, plus over 10,000
acres of "underutilized" land now in private golf courses, racetracks, etc. This
suggests that while there may be a shortage of vacant land some day, that day
is not here yet. (While overcrowding is bad, there are also areas where existing
buildings could be replaced with new ones containing a greater number of dwell-
ing units without creating unwholesome conditions.)

Isn't the shortage due to the increase in construction costs? That can best
be answered with a question, "What costs have not gone up?" Essentials, such
as food, as well as nonessential; goods which last a long time, as well as those
which are consumed quickly; all have gone up substantially in cost. But in very
few other fields, if any, have higher costs resulted in a prolonged shortage com-
parable to this city's housing problem-not even in the construction industry
itself, outside of housing. Therefore, we must look elsewhere than the increase
in construction costs to find the reason for the shortage.

Aren't rents in new buildings beyond the means of the average family? Indeed,
they are, but that is not something peculiar to our time. New housing cost too
much for the average family in the 1930's and in most of the 1920's, but we
had no shortage then The rents of $20 to $25 per room, commonly charged
in new apartments outside of Manhattan during the 1930's, were at least as
expensive in terms of incomes and the cost of living prevailing at that time, as
are rents for new apartments today. But, in those years, that did not concern
the average family, because there were vacant apartments to be had in buildings
which were not new. Today there are very few vacancies outside of new build-
ings. That is the problem.

Is there any "official" reason for the housing shortage? In a sense there is.
The first semiannual report of the present State Rent Administrator, Charles
Abrams, contains an "explanation" which is as enlightening as it would be to
explain that the reason why a man died is because his heart stopped beating.
This report predicts that the shortage will not be over by 1957 and states that
"this is due to a series of factors not the least of which are the following: First.
The failure of private enterprise to supply enough housing for the people's need;,particularly for those of lower incomes." Not a word is given to consideration
of why private enterprise has not built housing.

The remarkable document gives as the second factor in the housing shortage,
"the continued inmigration of minority groups into a number of cities." We
have explained above that there has been more "outmigration" than "inmi-
gration "

The third and last part of this "official" explanation is "Continued demolition
through public housing, urban redevelopment, public works and private housing
with only a fractional number of new homes available for those displaced, for
new family formation, for new migrants and for others of low or moderate
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income" Actually, for generations, buildings have been demolished in New
York City to make room both for public improvements and for new housing,
and more than ample housing was built by private enterprise to make up for
the loss. Incidentally, the reference to public housing is especially erroneous.
The overall program of the New York City Housing Authority, which is a matter
of public record, has involved the construction of far more housing than it has
demolished (even though that was not the case in some individual projects, built
on land previously overcrowded. Moreover, public housing is available only to
those of "low or moderate income."

What should be done? E en the patent-medicine manufacturers advise that if
a headache persists one should call a doctor. The housing headache has per-
sisted long enough. It's time to call in the economic doctors.

There should be a publicly financed int estigation, by trained professional econo-
mists, to determine why the housing shortage persists.

In view of the suffering resulting from the housing shortage-as well as the
potential tax revenue which is lost because we have so little housing construction
by private enterprise-such an investigation would be a bargain even if it costs
millions of dollars. Actually, if run efficiently the cost would be quite moderate.

If the investigation required $100,000, and resulted in the building of a mere
500 additional apartments, assessed at $10,000 each, the additional real-estate
taxes (at $4 per $100) would pay for the study and yield a $100,000 cash "profit."

"Five or 10 years hence," Mayor Wagner recently predicted, the city will have
"adequate and proper housing for all levels of income." That will be a tragic
piece of mere wishful thinking, unless we obtain a professional "diagnosis" of the
economic sickness known as the housing shortage.

OCTOBER 28, 1955.
Hon AI.ERT RAINS,

Chairman, Congressional Subconmittee on Housing,
Washington, D. C.

MY DEAR CONGRESSMAN RAINS: First of all I want to take this opportunity
to thank you and your committee for the courtesy extended to me during your
New York City visit. I feel sure that much will be accomplished as a result of
these hearings that will prove beneficial to all concerned. I was particularly
impressed by the interest and diligence of the committee, all members attend-
mg every hearing and displaying a keen desire to be helpful

You were generous enough to state that suggestions submitted to the committee
by myself would be helpful in forming the recommendations it would submit to
Congress

In addition to those orally submitted in my testimony, I have only 3 items to
add which, in light of my experience of 35 years in the real estate and construc-
tion business, I regard as important and vital to the success of the entire slum-
clearance program.

First Liberalize public-housing requirements for site tenants of slum-clear-
ance projects. The biggest bottleneck in slum-clearance programs is relocation.
While site tenants have a priority for public-housing apartments, eligibility is
determined by the Authority based on rigid and onerous requirements and many
families are consequently denied admission. In the case of North Harlem, less
than 20 percent of the site tenants proved eligible. There must be something
wrong with this system which eliminates more than 80 percent of the slum
dwellers from public housing While I realize that only partial control of this
situation can be exercised by Congress, a recommendation to the housing author-
ity by your committee would bear great weight not only in that phase of the plan
that is federally assisted but also on the balance of the program. I urge in the
strongest possible terms that immediate and serious consideration be given to this
phase of the relocation problem.

Second. Instruct the FHA Commissioner to use the 40-year level annuity
amortization method for 220 projects.

Although the Housing Acts of 1954 and 1955 permit the Commissioner to set
the rate and method of amortization payments on all multifamily rental projects
and although the above-described amortization payment method is used in 213
projects our requests for this method were ultimately denied. Commissioner
Mason and his staff have on more than one occasion indicated a willingness to
accept this plan but when it came to carrying out this promise it was not forth-

68692-55--pt. 1--18
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coming. Vague references to the reduction of the Government's risk were used
as an excuse for this denial. A compromise, if it can be so termed, was offered;
in order to eliminate further delays I accepted something much less than had
been asked for. At the same time, I stated that I was still going to press for
my original request. You and your committee can readily understand how a
reduction in the debt services charge will result in a direct reduction in the
required rent for the proposed new project. The 40-year level annuity method
sets an amortization rate of approximately 1 percent of the mortgage amount;
the method set up the first 220 commitments established an initial amortization
rate of 17 percent and this rate rises monthly in direct proportion to the mort-
gage reduction. I have calculated that this situation will result in an addi-
tional rental charge of approximately $5 per month per living unit. This addi-
tional rental charge is totally unnecessary and contrary to the objectives and
principles of the entire slum-clearance program. You will, I am sure, need no
reminder that this program contemplates the construction of high-rise fireproof
buildings where the actual depreciation and obsolescence rates are negligible;
the New York City Housing Authority figures a 50-year life for identical buildings.

FHA now grants the amortization method asked for to 213 projects regardless
of the nature of the construction and in many cases this is 2-story, 3-story, and
6-story nonfireproof buildings. In the small-home program FHA grants a 36-year
mortgage to frame dwellings Why a 220 project is not entitled to the most
liberal financing terms available is beyond my comprehension since there evi-
dently is a basis for the 40-year level annuity plan in all types of construction
under the 213 program. Certainly fireproof construction in a 220 program should
be entitled to at least equal consideration with interior construction.

Third. Architects' fees.
Although the Housing Act as amended permits an architect's fee of 3 percent,

and despite the fact that at one time 5-percent fees were allowed, and ignoring
the fact that all costs must be certified at the conclusion of the job, FHA has
limited the potential architect's fee (prior to cost certification) to 1 percent.
Because of the involved nature of this entire program requiring approvals from
a host of city agencies, HHFA and FHA, the planning period for this type of
project is extremely lengthy. Architects, like everyone else must receive pay-
ments and be permitted a profit. Consequently all sponsors should be allowed a
maximum architect's fee of 3 percent; in view of cost certification the final
result will be that only those fees actually dispersed will become part of the
FHA mortgage.

The above are the major points that occurred to me. The Development
Builders of New York, an association of title I sponsors, may have other recom-
mendations which would represent a cross-section of the problems 220 sponsors
are currently facing.. I sincerely trust that you will carefully weigh any
recommendations made by this group.

Thank you very much tor the opportunity of submitting my view.
Very truly yours,

BENARD IM AXELROD
P S. We are going to break ground in the Delano Village very soon. I am

planning no special ceremony for that occasion, nor when we lay the corner-
stone, but when we dedicate these buildings, which will be in about 16 months,
I am hoping you and your committee will find it possible to be present, and I
have every intention of inviting you.

OUR CHANGING CITY

Twenty articles on the social and economic shifts that have reshaped the face of
Newo York

(Reprinted from the New York Times)

ABOUT THESE ARTICLES

The 20 articles reprinted here tell the story of the changes that have taken
place in New York City and its suburbs in the past 25 years

Telling that story was a big job, because the city is big, the changes and shifts
widespread, their effects far-reaching. It took 20 reporters to tell it adequately,
district by district throughout the sprawling metropolitan area. It called for
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careful planning by editors. It meant assembling, studying, and evaluating
mountains of statistical data before a word could be written.

The result is a series of articles thoughtful and thorough, factual, yet human.
Written by experts working as a team, articles like these give readers of the New
York Times the kind of reporting in depth that lends meaning and understanding
to the news.

OUR CHANGING CITY

Social and Economic Shifts Reshape New York's Face

By Meyer Berger

New York stained almost to bursting between 1930 and 1955, the tensest
quarter century in her 302 municipal years.

In that period, though, she struggled out of black depression's pit to her
greatest population lead and painfully let out her stays to prevent utter traffic
strangulation.

She tore down more slums in those 25 years than in any other quarter
century in her history; replaced them with airier housing set in green play-
grounds and doubled her park space.

Throughout the twenties she had been on a municipal binge She had built
and overexpanded crazily. Her newest skyscrapers-the Chrysler and the
Empire State-had been aimed impudently nearer heaven, like Babel's Tower.

Then came the most numbing shock of her existence Wall Street fell, and
the city lay almost moi tally hurt through the early thirties. Starved hordes
from all over the Nation swarmed to her miserably to dig into waste barrels and
to beg aid

When Rockefeller Center went up in the early 1930's, new hope came to the
city, and she struggled to her feet In this resurgence sobeled men no longer
reached for the skies. The RCA tower stopped at 70 stories. Builders under-
stood now that superskyscrapers, architectural mastedons, were too easily
trapped in economic bogs.

Builders, their fingers burnt, have maintained that restraint They have built
briskly, but their most ambitious work since Rockefeller Center, the Socony-
Mobil structure at Lexington Avenue and 42d Street, reaches only 42 stories.
Incidentally, the greater part of new construction is in midtown, tending east-
ward.

With the end of the depression, New York began to go for color in her sky-
scrapers, as in the McGraw-Hill Building. The tendency now is more and more
toward pastel shades instead of the ghostly bone white, toward much more
glass, clear or colored, and toward aluminum and steel facing

But the city finds itself, in midcentury. almost at the end of her land re
sources. Doleful prophets had said in 1855 that she would be muscle-bound
within 3 decades: that 2 million souls would by then have sprawled over her
space to the last lot. This was before the skyscraper, the elevator, and rapid
transit

The city passed the 2 million mark in 1890, without heavy breathing By
1930 it had 6,390,000. Today it counts more than 8 million.

But the end now seems not too far-somewhat around 1975, or, at most
optimistic measure, the year 2000. For within her 319 square miles New York
is down to 31,000 remaining acres of unused residential space

Of these, 18,400 are on Staten Island awaiting the day when New York can
stretch a transportation arm-bridge or tunnel-out to her, to supplement the
ferries Queens is down to 5,600 spare acles Brooklyn has roughly halt
that. while the Bronx has only 3,100 left.

Manhattan is about used up It's unused 400 acres are almost all in small lot
units.

FARMS IN THE METROPOLIS

Oddly, though, the city still has 268 farms-tracts of 3 acres or more-or
around 1,451 acres, mostly in Queens and Richmond Manhattan's last farm
:t 213th Street, west of Broadway. vanished 15 years ago

In the last quarter century municipal surgeons have performed a series of
operations to relieve the city's hardened traffic arteries. The arteries had to
rarry not nily cits dwellers, but a goodly number of dwellers in other parts
of the nimeropolitan legion
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In 1930 there were 11,642,000 souls massed in the metropolitan region. Today
they number more than 15 million. Twenty-five years ago, the city contained
800,000 pleasure vehicles and trucks. Now there are 1,482,111, including 11,812
taxicabs Each day around 500,000 to 600,000 cars pile into the 5-mile stretch
between the Battery and Columbus Circle.

Some of the surgery that staved off complete traffic blockage in the last 25
years included widening of avenue arteries. Then the surgeons directed the
flow one way in other avenues for quicker runoff. They dug the Lincoln,
Queens-Midtown, and Brooklyn-Battery Tunnels as additional drains.

They designed $400 million worth of marginal express highways to relieve the
city's internal congestion. They gave her new traffic ribs-the George Wash-
ington, Triborough, and Bronx-Whitestone Bridges and got under her skin for
the Sixth Avenue and Eighth Avenue subways. They reinforced her groaning
older spans over the East River.

Such surgery continues, giving no rest to the patient. And, though the war
had helped wipe out the last vestiges of economic depression, it had brought new
tensions and fears-blackouts, threats of water shortage, and a delinquency
rise.

TARGET-AND AWARE OF IT

The blinding advent of the atom age and the chilling duration of the cold war
increased the city's unease. She was ringed, now, by supersensitive radar de-
fenses. Her sirens hoarsely cleared their throats each day at noon, or called
her populace to air-raid drills. She was painfully aware that among the cities
of the world, she was prime target.

Civil defense patrols trod her pavements, skyscraper spotters tracked ocean-
hopping and Nation-crossing aircraft as they slipped in ever-increasing fleets
in and out of the city's newest airports-La Guardia and Idlewild-lest some-
thing hostile with wings be hidden among them. The jet's knifing cry cut into
the city's sound pattern. Roof landings for helicopters atop the Port Authority
Building confirmed the science-fiction writers' dream.

But the city adjusted patiently to these changes, and kept on with her build-
ing. It maintained its population growth, though not at the same accelerated
rate as nearby suburban communities in Westchester, Bergen, Rockland, Fair-
field, and other counties in this State, New Jersey, and Connecticut.

The trend of Gothamites toward more open countryside within easy com-
muting to the city accelerated around 1930 Within 8 years 170,821 persons
moved out. It didn't seem to matter.

The city, though, slowly switching from bare incandescents to colored neon for
outside lighting, still drew eager career seekers from the rest of the Nation-
the moth and the flame principle.

So the city held its own, though the housekeeping cost kept stepping up.
Within 25 years (1930-55) her household expenses-the budget-went from
$564,769,828 to $1,783,086,577, mainly because she was trying to be a generous
mother.

Through the housing authority, the city has torn down in the last 2 decades
1,200 slum acres in the 5 boroughs. She has replaced them with 81,662 airy
apartments, mostly in the low-rent category. She has another 12,000 units build-
ing now and hopes to complete 21,000 more within the next 3 years

Since the war, around 182,000 privately built dwelling units have replaced
shabby structure in the city, a large part of them on Manhattan's East Side.
The East River shore, generally-with the sweeping new motor roadway, the
marginal park strips, the new housing, reflects, at a single glance, the greatest
physical change

The color scheme, broadly speaking, seems green and white, the buildings
liberally faced with glass. The United Nations group, the Sutton and Beekman
Place opulent groupings, Stuyvesant Town, Peter Cooper Village, new hospitals
near the shore, all are clean and bright by day, jeweled palaces by night.

The city gave attention, too, in recent years, to her underprivileged in Span-
ish, Negro, and Italian Harlem. She has wiped out acres of rookeries between
99th and 135th Streets, has grimly marked more for oblivion She has replaced
them with 8,700 grass-fringed apartment units and is building another 6,000, cut-
ting population density in the Harlem area.

This facelifting, though, only accents the blackened slum areas that huddle
miserably, awaiting their day in the light The city in mid-20th century still
counts 462.000 dwelling units-about one-fifth its total-that are 50 years old,
or older. Of these 330,000 are scabrous, substandard relies.
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A halt to immigration has ended the clotting, within the city in the last 25
years, of nationalist groups. There has been a slow breakup, as of big ice floes,
and a more rapid assimilation. The best example would be the lower East Side.
New housing projects hurried the process there.

The same thing, pretty much, has happened in Harlem. Negro families, with
improving job opportunities and antidiscrimination legislation, have seeped out
of that area steadily. On the other band, the Negro population has grown from
170,000 in 1930 to around 278,000 today.

Within the last quarter century the largest single migrational wave has been
from Puerto Rico. These newest New Yorkers are mainly impoverished, strug-
gling for footholds in the lowest jobs There are 240,000 in Manhattan now,
130,000 in the Bronx, 105,000 in Brooklyn, 10,000 in Queens, fewer than 2,500 in
Richmond.

The expatriate, back in town since the war's end, probably would be most
astonished by Park and Madison Avenue changes Up Murray Hill from 34th
Street, march rows of bright new apartment houses and new office buildings.
The Bacon mansion (old No. 1 Park) and the town houses of other wealthy
families all have vanished from this stretch

Upper Park, below 96th Street, is transformed. Its more lovely church edifices
has been between 42d Street and the park-modernistic office buildings with
terraced gardens have taken over the sites of the prewar mansions, and the
trend keeps on at full tide.

West of Central Park, though, there has been some deterioration, owing mainly
to the general drag eastward Some bright new buildings have gone up between
the Hudson and the Park, but only a few. The rest-the West End Avenue,
Riverside Drive groupings-seem to hide morosely behind city soot.

CHANGES ON FIFTH AVENUE

Fifth Avenue, the Golden Row before World War I, has long since lost its
mansions, its brownstone and marble look. The greatest change since the war
has been between 42d Street and the Park-modernistic office buildings with
haughty street-level shops and new banks, with frank, open faces stand in their
stead The double-decker bus has vanished from Fifth, too, and the street
lighting is new.

Forty-second Street west of old Sixth-now the Avenue of the Americas-
never got off its knees after the depression darkened its theaters. It went
honky-tonk and has pretty much stayed that way. Times Square, except for
changes in the spectacular signs, is little different, but has lost its election night
and New Year's Eve crowds to radio and television.

And television, probably the greatest single postwar influence on social beha-
vior, has reduced the number of legitimate theaters on and off Broadway. No
new show houses have gone up in the old white-light district in 27 yeais; the
last was the Barrymore in 1928 The Adelphi, Ambassador, Belasco, Biltmore,
Hudson, International, and Mansfield-among others-are used for TV shooting
now

The returning absentee would be quick to notice the city's new sky silhouette-
TV aerials bristling hke hedgehog quills above the rooftops. Since the war TV
has doomed the smaller fight clubs in the cty. It is more comfortable and
cheaper to see the fights at home, or in the neighborhood bar and grill. They are
now standard groggery fixtures; appear in more polite oases, too.

Many landmarks have fallen in the last 25 yeais; no city destroys them more
rapidly than New York. The Hippodrome is gone, the aquarium, Luna Park,
the Center Theater, Ellis Island, the Murray Hill Hotel. Apartment houses
have risen where the Brevoolt and the Lafayette had grown old. The elevated
railroad structures vanished within the last quarter century The last, the
Third Avenue line, is partly down. A corner of Chinatown is ready for the
wreckers The old World Building, even now, is being leveled for the new
Brooklyn Buidge approach.

New York is a sentimental city; she would spare her relies if she could, but
the 300-year-old lady must keep up with changing fashion or hang her head
among cities. That she has never had to do.

Dressed for evening, with her billions of incandescent and varicolored neon
gems, and her winking ruby beacons, she is more lovely than any of her urban
sisters
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OUR LOWER MANHATTAN AREA

New East Side Housing Provides Most of Difference in the Last 25 Years

(By Joseph C. Ingraham)

The oldest part of New York-from 14th Street southward-looks and is
pretty much as it was 25 years ago with 1 spectacular exception.

The greatest structural and social change has been on the lower East Side
were large-scale subsidized housing has wiped out 20 percent of the worst slums.

There have been lesser redevelopments of other sections of downtown Man-
hattan but the area has retained more of its characteristic features than most
other parts of the sprawling city.

Coming up the harbor now, the eye is caught by the sweeping new drive that
cabbies call "the horn"-the link between the marginal highways completed
in the last 2 years. Heliports at pier A, North River, and pier 41, East River,
supply the ultramodern touch.

Battery Park has been made over The old Aquarium is being restored to its
1812 form, as Castle Clinton, a national monument.

The city's Arabic-speaking people, who for years clustered on Washington
Street near the seawall, have been uprooted by the Brooklyn-Battery Tunnel,
the city's newest underwater crossing. Whether by accident or design the
Syrians, Lebanese, and Turks followed the twin tubes under the East River and
have resettled mainly in downtown Brooklyn

On the lower West Side, old docks and houses mostly are unchanged. A bit
north and hard by the 28-year-old Holland Tunnel, the first vehicular tube under
the Hudson, a hardy colony of first- and second-generation Italians still fights
housing changes. Only a year ago they marshaled forces to defeat conversion of
their bailiwick into another big housing development.

Since 1930 the Wall Street district has added only 2 skyscrapers and 7 modest
office buildings, but it takes a fine eye to notice any change in its imposing sky-
line A few other tall buildings have replaced loft and residential slums near
the lower West Side tip, but for the most part the century-old pattern of light
industrial plants and wholesale food markets in ancient settings has held its
ground.

City Hall is getting its first facelifting in its 150-year history. Even the
inferior brownstone back of the graceful structure is to be replaced. When
the hall was built, the city fathers did not believe its was worth the extra cost
to extend the marble slabs to the north side. They were sure that the city
would not extend much farther north.

Wreckers have leveled the old Tombs and the redstone Criminal Courts Build-
ing. Adjacent ramshackle tenements fell, too. In their stead rose the eivic
center, an imposing but disorganized architectural cluster.

Just to the east, the Third Avenue el is down, and the rest of the 77-year-old
line in Manhattan will be demolished soon. Brooklyn Bridge has been done
over for the auto age without destroying its charm. Within a few months the
new Manhattan approach to the city's first suspension span will be started. It
means the destruction of another famed landmark-the old World Building

Chinatown clings stubbornly to its old housing. It has beaten down grandiose
schemes to raze its slums and replace them with a modern China village. It
has grudgingly given blessing to a 300-unit State-aided housing project for its
southern rim, a concession to the younger generation.

One of the Chinese elders observed in a rare moment of candor that the
outstanding social difference in the last quarter century was the increase in
freedom for Chinese women. "They're wearing the pants," he said sadly.

And at the northern perimeter of the downtown area, Greenwich Village, still
dominantly Bohemian and quaintly shabby, has been transformed only on the
margin, at Washington Square Its older residents hope against hope that
progress will pass it by.

There is deep concern among social workers and other champions of a resur-
gent lower East Side. Complacency has set in, they say, because some of the
worst slums have been cleared. Blackened rookeries that huddled at the
Brooklyn Bridge anchorage and stood in unending rows along the shorefront,
have been replaced as far north as 13th Street by clean-lined public housing
units separated by green lawns and wide play areas.

But the improvements only serve to mask the deeper squalor in the old un-
changed core of this district. Ten low-rent city projects and a smattering of
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subsidized middle-income housing, privately constructed, have provided decent
living quarters for 9,000 families Another 3,000 will be accommodated within
3 years But there still are 40,000 families in dilapidated tenements devoid of all
but miinimum light and air.

About 185,000 persons live in the section now and 66 percent of the wage-
earners make less than $3,000 a year. While there are 25,000 fewer residents
than in 1930. the tide is on the rise In the last 5 years the population has
grown more than 18,000 About 7,000 of the older residents have migrated to
the suburbs or to other parts of the city and 25,000 Puerto Ricans have come to
the lower East Side Store signs in Spanish have replaced signs in Yiddish.

It is generally agreed that if ever a district was at a crossroads it is the East
Side. Whether it shall gain stature as a sound middle-class homestead or sink
back to its seamy past condition depends on greater cooperation between its older
Jewish inhabitants and its newest residents, according to Miss Helen Hall,
director of the Henry Street Settlement

Miss Hall, soft-spoken but militant crusader for a better East Side, insists
the opportunity is still there. She finds vitality and life among the impoverished
people and among those who want to help them

The district always has had interesting people, she says, even though condi-
tions were horrible in 1933, when she succeeded Lillian Wald, the founder of
Henry Street. Settlement. It was a horror that the rest of the country was shar-
ing, but the East Side has come a long way since then and must not be allowed
to become a hostile neighborhood again

Its basic needs are a new centrally located municipal hospital to replace the
old and out-of-the-way Gouverneur Hospital; more schools to end the three-
session pattern-and most important-a great amount of middle-income housing
to raise the economic level, Miss Hall said.

An old arthritic woman sunning on a cracked tenement stoop summed up the
East Side's plight in broken English. She said: "There is only one bad thing
about this neighborhood. There's no place to live"

On the fringes of Washington Square luxury apartment houses are replacing
old landmarks. A few of Greenwich Village's 85,000 inhabitants have been
driven to other areas because they no longer can afford the high price of hob-
nobbing with Bohemians And even some of the writers and artists who give
the old section its unusual atmosphere are moving out. More and more sober-
minded business men and women now flock to the Village, with its fine trans-
portation and left-bank air

Embattled old-time Village residents keep fighting change, too. They have
just lost another round, and soon a nine-block section south of the square will
supplant some old housing and even older lofts to make way for further expan-
sion of New York University and nine 14-story apartment houses. The re-
development, possible because of a Federal-city grant of nearly $13 million,
is another in the series of subsidized upper middle-income projects that, too, is
aimed at stopping urban blight

The apartments will rent for about $50 a room a month and realty men ac-
knowledge that it will attract only upper middle-income families n ith earnings
of $12,000 to $18,000 a year Nearly 6,000 villagers now report incomes of
better than $10,000.

The true heart and pulse of the Village. some contend, is not centered about
the square but in the substantial brownstone houses to the west. Many have
been cut up into small, expensive apartments, but nearly 1,400 are still occupied
by single families

A focal point of the real Village is the Village Art Center at 39 Grove Street.
It is a nonprofit venture started by older settlers to enable artists and sculptors
to show their works in proper indoor settings.

Tourists still gape at Village quaintness, its handcraft shops and its Eighth
Street strollers in Bermuda shorts. There has been some change along 14th
Street, along the northern border of the Village Century-old Hearn's and Ohr-
back's have left that shopping area but it still is a rather raucous street, a star-
tling contrast to the general quiet of Greenwich Village.
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THE MANHATTAN MIDTOWN AREA

New Buildings Climb Skyward in District Already Congested

By Harrison E. Salisbury

Twenty-five years from the golden twenties to nuclear fifties have sculptured
more deeply the man-made cordillera that is Manhattan's midtown.

Traffic jams have deepened. Shopping patterns are shifting Tourists roam
limestone vistas where once the speakeasy reigned. Broadway has dabbed new
mazda sprays in her blowsy tresses and upper Fifth Avenue has grown more
matronly.

The cannonade of riveters' guns echoes over Park Avenue. And, led by the
titans of soap and oil and whisky, new headquarters area for blue chip corpora-
tions arises, all glass and glitter.

Change and growth are midtown bywords. But the next lew decades are likely
to produce more that is new than the last 25 years, which included a decade of
hangover from the big jag of the 1920's. And nearly 5 years of war.

Twenty-five years have brought Manhattan midtown a dog's bar (a dachshund
level drinking fountain on Fifth Avenue), a free bubble-water fountain on Central
Park South (which does not always work). And a waterfall in Times Square
(courtesy, Pepsi-Cola).

But it has robbed New York of Murray Hill (which survives only as a tele-
phone exchange). Gone are the Vanderbilts and double-deck buses from Fifth
Avenue Soon the iron lace of the Third Avenue El will join that of the long-
since macerated Sixth.

Ahead he more changes.

SOME LANDMARKS IN PERIL

The fate of ornaments like the Metropolitan Opera and Carnegie Hall sways in
balance The new Coliseum may doom Madison Square Garden.

Old Gramercy Park drowses peacefully and so does old Madison Square despite
the ever-proliferating Metropolitan Life and A. G. Gilbert's new fairyland of
toy trains. But to most New Yorkers-especlally midtowners-there are few
regrets. Change and progress are synonymous. Permanence and age suggest
stagnation.

Today you can stroll from 36th to 60th on Madison Avenue and never be out
of earshot of the metallic clatter of structural steel going up. It is much the
same on Park Avenue and upper Fifth. Staccato symphonies for the mechanistic
ears of New Yorkers. Counterpoint for the age of the ad man.

When the current wave of new midtown office building is finished it will be as
though 20 new Empire State buildings had been jammed into midtown's ribs.
There are 47 structures on the roster today-21 million square feet of office space
built, building or about to be built. More is coming.

The new buildings will shoehoin another 125,000 to 150,000 office workers into
one of the world's most congested areas But resident population will drop by
one-third. Already it is down to 59,700 from 1930's 80,298-82 percent middle-
class citizens and wealthy. Some of them very wealthy.

The day may lie ahead when the steel-and-crystal promenades of upper Park
and upper Madison will stand after nightfall almost as barren of pedestrians as
Wall Street's hollow caverns

Nor is this an end to midtown's shifting profile Not by any means Even the
arch crowns of all midtown are not immune to change. William Zeckendorft,
perhaps Manhattan's most Martian conceiver of plans, proposes to pile gargan-
tuan new Ossas on the Pelions that are Grand Central Terminal and Pennsylvania
Station

Where will all this lead in terms of traffic, of access and egress from the panting
bottlenecks into which 42d Street and 34th Street have already been transformed?

No man knows Lewis Mumford, acidulous critic of Manhattan's cancerlike
pattern of growth, thinks we may be headed toward sheer stagnation of all
wheeled traffic in prime areas of congestion. Or even a ban on the wheel and
forced plazification of approaches to Grand Central and Penn Station.

To this question real-estate men have no ready answer. Don't call it conges-
tion, they urge; call it concentration. Concentration, they say, is the key to
progress, to more business, to bigger and better and faster sales turnovers.
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It is in accordance with this credo that office construction is going forward
in midtown Manhattan at a pace that was hardly exceeded in the most booming
years of the biggest boom of the past-that of the twenties.

Shibboleths of dispersal, or rationalized moves to the suburbs, closer to the
homes of workers and executives, have gone by the board. The example of the
ant is supreme.

Nor is there anything to suggest that thought has been given to the strategic
potentialities involved in headquartering 100 of America's biggest industrial
enterprises within nuclear-core radius of one of the city's two great transport
hubs.

Led by goliaths of petroleum and detergents, the parade to midtown grows
bigger and bigger.

Landmarks totter and tremble under the impact of the wreckers' crowbars.
A faint hint of Murray Hill's atmosphere is preserved in a handful of clubs

and the J. P. Morgan Library, but the red-brick and mahogany hostelry that
capped the hill between 40th and 41st streets has vanished.

In its stead has risen 100 Park Avenue-a shimmering 36-story structure of
white brick and aluminum. This is the home of Ethyl Corp. and others. Pe-
troleum names stud the register of new buildings-Arabian American, Sinclair,
Amoco, and Socony-Vacuum-with the biggest one of all, the 42-story steel-
sheathed gunmetal behemoth, rising in Chrysler's shadow on 42d Street between
Lexington and Third.

AVENUES CHANGING RAPIDLY

All along Park and Madison Avenues between 34th and 42d, the story is much
the same-one new building after another, white brick and steel or, sometimes,
predominantly stainless steel, like the Socony-Vacuum and the 26-story National
Distillers Building at Park and 40th

Change marches with giant strides on Park Avenue above Grand Central,
particularly northward from the twin-towered Waldorf-Astoria (opened in 1931,
but actually a late spasm of the boom that started to die in October 1929).

For 30 years these upper reaches of Park Avenue have been solid-rank after
rank of 4-square 12-story apartment houses. The "barracks of the wealthy,"
as they once were called.

Now the barracks are tumbling before demolition crews. Amid the well-
ordered congruity of soot-stained tan brick are emerging the new glass palaces
of the fifties-a bottle-green abstraction for the soap firm of Lever Bros; a glass-
block house for Colgate-Palmolive, just nearing completion; a 31-story tower of
glass for Seagram's whiskey, just starting on the east block between 52d and 53d.

Everywhere glass, glass, glass, and stainless steel, aluminum, and ceramic
brick.

NEW BUILDINGS GLEAM

Amid the conventional buildings of the twenties-mostly faced with lime-
stone or brick-the new structures gleam with the sudden shock of peeled tin
cans and new bottles, strewn at random in a dull but well-furnished drawing
room.

But do not look to see the Park Avenue trend reversed. In 1930 the west side
of Park between 42d and 53d was held in 22 small parcels, mostly brownstones.
Assessed land valuation was $2,478,000, with improvements $2,713,000.

Today Lever Bros'. 21-story emerald jewel stands there-land valuation
$3 million, with improvements $9 million. Land is up 25 percent; total value
up 233 percent.

Economics dictates that wreckers and builders will be busy on Park Avenue
for a long time to come.

On Fifth Avenue the story is more complex. Of Edith Wharton's New York
hardly a silk rustle remains. South of Central Park every vestige of the Four
Hundred has vanished.

Yet more disturbing, however, are ill-concealed hints that the Fifth Avenue
legend, the whole epoch of merchandising summed up in those words may be
reaching the Indian summer of its era.

Rockefeller Center, the greatest construction project of the interwar years,
gave the upper avenue an anchor and a new focus. A limestone city within a
city was built where once was a speakeasy town. On the average 160,000 per-
sons flow in and out of the center every day, 32,000 of them workers. At Christ-
mas and Easter the horde swells to a million or more.
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The Fifth Avenue label is still a sterling mark of fashion. But Rockefeller
Center is primarily an office and amusement site. Corporate and publishing
kings-not merchant princes-are building the 20- and 30-story glass palaces
that are going up these days on Fifth Avenue.

Only Best & Co, among the big stores, has moved to the upper avenue since
the late twenties. But this is not because business is booming at 34th Street.
It is because year by year the central stores of the great retail merchandising
concerns of New York-in percentage terms-steadily lose more and more busi-
ness to their subsidiary branches in the suburbs.

A revolution is going on in the department store business-and the symptoms
are evident on Fifth Avenue and 34th Street. Macy's and Gimbels slug it out
much the same as ever.

Last week workmen were busy transforming the lovely building at 37th
and 5th, which McKim, Mead & White designed for Tiffany & Co. in 1905, into a
Horn & Hardart quick-lunch counter. Tiffany for 15 years has been at 57th
and 5th. The fate of the old store wasn't even worth - - -

Time is holding the clock on the old Fifth Avenue and the Fifth Avenue way
of merchandising. Obviously, there will be fine stores on the avenue for many
years to come

But it is worth remembering that in 1945, in the first blush of postwar enthu-
siasm, Lord & Taylor announced plans for building a mighty glass department
store on the west side of 5th Avenue from 52d to 53d Street. The store was
never built.

A glass tower will go up on the site all right. But it will be a 36-story
office building instead.

The change that whispers in the winds of Fifth Avenue is less evident in
the bold and brassy regions of Times Square and Broadway.

Broadway is not a street for looking back.
Today Broadway can still remember the bone-white nudity of the heroic young

man and young woman who symbolized Bond's clothing store atop the building
at 44th and Broadway But this is because the huge figures departed only a
fortnight ago Pepsi-Cola's artificial Niagara remains.

The triangle-capped Wrigley chewing gum sprites that antedated Bond's are
lost in the antiquity of the midforties. And who can remember the Interna-
tional Casino of 1935 or the Loew's theaters that occupied the site even earlier?

Broadway's forgetfulness of yesterday is useful. The rollcall of vanished
playhouses lengthens every year. The 70 of 1930 are down to 31 today and TV
has claimed more in the last 5 years than parking lots did in the previous decade.

But Broadway sheds no tears for the departed. New lights, new dazzle, new
clamor fill in the gap-toothed facade until it is hard to say or see what has
changed.

Broadway may be getting seedy The theater may be dying But the invalid
is fabulous as ever. Each day a million and a half people swarm into the
8-block rhomboid from 42d to 50th-a multitude half again as large as that
of the early 1930's.

The rouge on Broadway's checks grows thicker-to hide the wrinkles of age-
but there is a lot of life in the old girl yet. And she is still the No 1 attraction
for the millions from Main Street and all over the world who descend on the
metropolis of our times to see the sights.

UPPER AND MIDDLE EAST SIDE

U. N Buildings and Big Apartments Remake Face of District

By Peter Kihss

Wreckers, diggers, and builders have been making over the middle and upper
East Side. But with their booming activity is coming heartbreak for residents
being forced from one of the city's oldest communities-solid Yorkville.

Construction actually performed and building plans officially filed have topped
a stunning $750 million since World War II in the 4 square miles from 14th'to
305th Streets, east of Central Park.

Overall, the population levels have remained about the same-355,000 resi-
dents in 1930, 357,000 by current estimates. A third of the residents with in-
comes above $5,000 a year live generally near the park and East River boundary;
59 percent more, mostly in the heart core, have $3,000 to $5,000 a year incomes.
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Sparking the postwar changes were two housing projects started above 14th
Street in 1945 by the Metropolitan Life Insurance Co City condemnation and
limited taxation aided the $112 million Stuyvesant Town. The $38 million Peter
Cooper Village burgeoned unaided

Between 1946 and 1952, the $67,500,000 United Nations headquarters came
into being-a glistening real-estate Lorelei on the shorefront north of 42d Street.

Since the 1920's luxury apartments had rimmed the upper areas at 5th and
Park Avenues on the west, and Tudor City, Beekman Place, and Sutton Place
on the east. Now they are penetrating the middle blocks.

FORTY-THREE APARTMENT PROJECTS

Since 1947, 43 private apartment projects have been completed for 5,449 fam-
ilies. Twenty, with 3,146 units, are being finished, according to data gathered
by Gordon D. MacDonald, research director of the Real Estate Board of New
York. Building plans have been filed for 39 more with 5,170 units.

In addition, 9 cooperatives have been built with 881 units, 3 with 304 units
are being completed, and 2 with 151 units have been submitted. All told, this
would be 15,101 units in 116 projects, with valuations estimated above $263
million

Renting for $60 to $100 a room a month, the new apartments are breaking open
the staid patterns of Yorkville. They are replacing the 4- and 5-story tenements
and brownstones that for 50 years and more have sheltered middle European
workers and their sturdy scions

Many of the tenements are certainly rundown. But they have been homes-
at $10 a room a month or so-for large families. Vacancies in Yorkville tene-
ments do not exist.

Stanley M Isaacs, former borough president and now Republican-Liberal coun-
cilman for much of the district, says the prevailing concern is "fear of being
squeezed out" He urges rehabilitation of homes to conserve the old neighbor-
hood.

Five typical tenements face the wrecker's hammer across from Lenox Hill
Neighborhood House, 331 East 70th Street Lillian D. Robbins, executive direc-
tor, and R. Fulton Cutting 2d, housing chairman, report 30 families had lived
there an average of 15 years each.

HARDSHIPS IN EVICTIONS

On average incomes of $230 a month, the families had paid $31 in rent for
4-room flats Evictions have forced such splitups as one child sent all the way
to a Georgia grandmother.

The incoming upper-income folk include many West Siders, fleeing a Puerto
Rican influx

Two doors from Lenox Hill House, an American Labor Party club displays a
map and handbills citing demolitions and hundreds of families forced out The
club and another on Lexington Avenue near 78th Street offer free advice and
call on tenants to act together to save their homes.

Miss Robbins favors making private builders responsible for relocations, as
are public builders. She urges the city at least to set up a central relocation
bureau. Such an agency was advocated in January 1954 by 3 of 7 city planning
commissioners.

Eviction certificates-with 3-month stays-have been issued by the State rent
commission whenever builders promise a net increase in housing units The
policy is now under review.

The Metropolitan Life Insurance Co. set a private housing precedent when it
created its own relocation bureau in 1945 for the Stuyvesant Town project. This
cleaned out 67 blighted acres from 14th to 20th Streets between Avenue C and
1st Avenue.

Three thousand families-of 23 nationality origins-had been living in cold-
water flats in the so-called gashouse district, dominated since 1842 by huge
tanks of the O'Connell manufacturing plant.

Thirty relocation workers, including linguists, solicited listings and sought out
vacancies, insisting on hot water, private toilets, and good conditions. In 10
months they helped find havens for 200 stores and 150 industrial concerns, as
well as the families.
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Stuyvesant Town brought 24,000 tenants into an area where previously the
population had decreased from 27,000 in 1920 to 11,000 Its 8,755 apartments
in 35 new buildings took only a fourth of the site The rest opens on to a
5-acie center park, trees by the hundreds, gushing fountains, and bustling
recreation areas.

Peter Cooper Village lured 7,000 persons into 2,495 apartments Both projects
have seen wholesale fixing up of neighboring properties since, Frank C Lowe,
Metropolitan vice president, says.

First Avenue frontage, he notes, was assessed at $500 to $640 a foot in 1943-44
between 14th and 20th Streets. By 1952-53 it was up to $2,000 to $2,400. Four-
teenth Street valuations, between Avenue B and First Avenue had been $280
to $420. They rose to between $900 and $2,400.

To the north, a 1,238-bed $20 million Veterans' Administration hospital opened
last October The adjoining Institute for the Crippled and Disabled underwent
$600,000 rebuilding in 1952. Bellevue Hospital has had $3,333,000 in postwar
improvements The 4-block New York University-Bellevue Medical Center has
opened 2 of 5 buildings in a $32 million program.

The $58 million Queens-Midtown Tunnel was opened in 1940, and the $6,800,-
000 East Side Airlines Terminal in 1953 When the 7-mile $46 million East
River Drive was built between 1935 and 1942, it still had to provide underpasses
north of 42d Street so cattle could be unloaded from barges to slaughter houses.

As kosher slaughter here declined, the Wilson and Swift companies offered
their 8 acres in 1946 at $17 a square foot to the real estate genie, William Zecken-
dorf. Mr. Zeckendorf remonstrated that neighborhood prices were under $5.

But then he considered that the reeking slaughterhouses had held values down
The section was handy to the river and Grand Central. Envisioning a major
office, cultural and apartment center, he bought the meat packers' tract for $6
million and other parcels for $4 million.

The image unexpectedly turned into a United Nations headquarters, for which
Mr. Zeckendorf sold an $8,500,000 plot. He disposed of peripheral holdings for
$3 million in 1947, to agitate with more detachment for major redevelopments
in the United Nations area.

The city has spent $23,658,000 for improvements around the world capital,
including a First Avenue tunnel. But the present one-block tree-lined 47th Street
approach virtually dead-ends into red-brick stores and tenements on Second Ave-
nue. Border development-such as the $5 million Carnegie Endowment Inter-
national Center completed in 1953-grow unplanned.

ELEVATED LINES GO

Elevated railroads long fenced the East Side. The 62-year-old Second Avenue
El was demolished in 1942, after long crusading by what is now the Lexington-
First Avenue Association Undergoing a half-dozen building projects, Second
Avenue still awaits a promised subway

Slated for demolition is the Third Avenue El, which cased 77 years of Man-
hattan service Mlay 12 That 100-foot-wide avenue, long famed for bars and
antique shops, expects midtown office development.

A forerunner is the $17 million multicolored brick 19-story building being built
from 44th to 45th Streets by William Kaufman.

The upper East Side has long had a galaxy of medical centers. Beth David
Hospital is now planning to take over the Hospital for Special Surgery, 42d
Street east of Second Avenue, in a $3,700,000 deal and renovation that will lead
to a 300-bed general hospital in January.

At the district's northern edge on 99th Street and First Avenue, the city is
to open in September the new $26 million Metropolitan Hospital with 1,050 beds.

Stretching inland from that green pastel structure are three New York City
Housing Authority projects. George Washington Houses, with 1,515 apartments,
and Carver Houses, with 1,246, have tenants, but are still being completed at
costs of $23,300,000 and $22,780,000, respectively. The 448-unit, $4,780,000 Lex-
ingtbn Houses was finished in 1951.

A $24 million housing construction job is to start this fall on a 5-building 840-
apartment New York University-Bellevue title I redevelopment project. This
will be from 30th to 33d Streets, between 1st and 2d Avenues.
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ALONG MANHATTAN'S WEST SIDE

Revitalizing of Area Follows its Traditional Absorbing of New People

By Russell Porter

There have been many changes on the West Side of Manhattan in the last 25
years, but, to paraphrase an old saying, the more it changes the more it remains
the West Side.

That is, the major change today is a population shift, just as it has usually
been since the Manhattan Indians lived along the east bank of the Hudson
River in the northern part of the island.

First the Dutch displaced the Indians. Next, the British ousted the Dutch.
Then came successive waves of immigration, including Irish, German, Italian,
Greek, and Jewish settlers. Now, Negroes have spilled over from Harlem and
Puerto Ricans have found the West Side a good place to live in.

The total population of the West Side from 14th Street to its northernmost
limit at Marble Hill increased from 656,835 in 1930 to 816,900 in 1954 Of this
160,000 growth, only 7,500 was supplied by the white population. Nonwhites
more than doubled to a total of 89,200. Puerto Ricans, not counted separately
25 years ago, were estimated by the city planning department last year to
number 104,800.

IN THE ECONOMIC STRATA

As to income, 10 percent of the total population 1. rated upper bracket. These
West Siders are concentrated mostly north of 54th Street and along Central
Park West and Riverside Drive, mainly in the Seventies. Some live in the
bill section at Washington Heights near Fort Tryon Park.

Fifty-five percent have middle-class incomes. Their chief habitat is still for the
most part Washington Heights, on the upper West Side. Hell's Kitchen, near
42d Street west of 10th Avenue, also has become largely a middle-class neigh-
borhood, belying the name it had in the days of the Hudson Dusters, Owney
Madden and prohibition

Thirty-five percent occupy the lower income level, many of those living in slums
bred of 19th century tenements and old brownstone fronts converted into over-
crowded, unsanitary rooming houses.

A characteristic of West Side life is the mixture of races and nationalities
in rundown neighborhoods with antiquated housing, in close proximity to mod-
ern houses and apartments with all the comforts and conveniences These con-
trasts of squalor living next door to luxury have created frictions, resentments,
and fears.

Typical of much, though not all, of the West Side is a picture of living condi-
tions in the Chelsea area between 14th and 30th Streets drawn recently by
New York University's Center for Human Relations Studies.

PUBLIC AND PRIVATE HOUSING

Its report, published last April, found that overcrowding in inadequate housing
had been a Chelsea problem for a long time but had been intensified by the
Puerto Rican newcomers Some of these are exploited by landlords.

Residents want homes large enough for decent family living at moderate
rentals They are concerned about juvenile delinquency and youthful gang
i ar. They worry about children forced to play in the streets in danger from
speeding cars, cabs, trucks, and buses.

Many ale afraid on the streets because of reports of muggings and the molest-
ing of women and children

Similar conditions have been found here and there all along the West Side
The Morningside Citizens Committee has reported that the Mormngside Heights-
Manhattanville area is three times ns crowded as the city as a whole, with rooms
renting for as much as $26 a week in "veritable pigsties."

A BETTER PERSPECTIVE

However, the West Side is not exclusively marked by violence, crime, and sin.
or by contiiriting riches and poverty, as some appear to believe. It is also known
for its old established home neighborhoods, some with backyard trees and
gardens for its churches. parks, and playgrounds; for its theaters, opera
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house,, concert halls, music, dramatic and other schools, and for its colleges

and universities, museums and other cultural institutions.
All the changes in the last 25 years have not been those of deterioration.

There have been major improvements, too.
For example: the George Washington Bridge, now to have a second deck in-

creasing its capacity by 75 percent; the Lincoln Tunnel, for which a third

tube is being constructed to raise its capacity by 50 percent; the Columbia

Presbyterian Medical Center, the Riverside Church, the Port Authority Bus

Terminal and some new office buildings.
Also opened in the last quarter century have been the Sixth and Eighth

Avenue subways, and the West Side Highway connecting with the Henry

Hudson Parkway. The Sixth and Ninth Avenues elevated structures have been

removed, letting more light and quiet fall upon West Siders. Death Avenue

has been eliminated with its grade crossings where many fatal railroad accidents
occurred.

New piers have been built and old ones modernized. The long criticized

"shapeup" of longshoremen has been abolished. Labor peace has settled at

least temporarily upon the waterfront that is so important to the West Side's

economic life, linking New York with the Seven Seas.
A West Side Airlines Terminal is under construction and is to open soon at

42d Street and 10th Avenue Industry has expanded near the railroad tracks

along the Hudson. One-way traffic has been ordained for main avenues and
streets A television center has grown up in the Sixties.

In the last few years four new public housing projects have been completed
with a total of 4,541 occupied apartments. They are the Elliott, Amsterdam,
Dyckman, and Marble Hill developments Three other such developments are
under construction or have been planned with a total of 5,214 apartments-the
Manhattanville, General Grant, and Frederick Douglass projects.

As for private housing, 49 buildings with 3,522 apartments have been put up
since 1947. including 26 on Washington Heights On Morningside Heights the
Morningside Gardens private cooperative with 981 apartments has been planned.

Morningside Gardens is sponsored by a nonprofit redevelopment company.
This company was formed by the 9 educational and religious organizations out
of the 14 that banded together in 1947 in Morningside Heights, Inc., a neighbor-
hood improvement group. With city and Federal aid in assembling land under
title I of the National Housing Act, the company began demolition in January
1954 in the 2 blocks bounded by Broadwav, West 123d Street, Amsterdam
Avenue, and La Salle Street.

Four new public schools and two new junior high schools have been built on
the West Side in recent years.

CIVIC PRIDE IN ACTION

West Siders are proud of the West Side. They consider themselves the real
New Yorkers and identify themselves with the West Side as Brooklynites iden-
tify themselves with the Dodgers. Over the generations West Siders have ac-
quired a tradition of civic cooperation and social consciousness.

These qualities are coming into play now. Civic organizations are cooperating
with the city authorities to clean up bad spots, improve housing conditions and
make the streets safer. They are pushing rezoning plans to make the whole area
more attractive to business and industry. They have begun to rebuild the West
Side.

The two-block Coliseum development at Columbus Circle, to open next spring,
will give the West Side a modern exhibition hall for conventions and expositions,
a 20-stoiy office building, a public parking garage and 2 new apartment houses

North of the Coliseum, the run-down 30-acre Lincoln Square section is to be
redeveloped with a slum clearance project to include a downtown campus for
Fordham University and new apartment houses It is hoped the project will
eventually attract a new Metropolitan Opera House, a new Carnegie Hall, a
fashion center and an engineering center.

The New York Times recently announced the purchase of nearby property be-
tween 62d and 65th Streets, along the New York Central Railroad tracks, for
future use.

FAITH AND CULTURE SYMBOLS

On Morningside Heights a 17-story, block-long United Church center is to go
up near Riverside Church as headquarters for the National Council of the



INVESTIGATION OF HOUSING, 1955 279

Churches of Christ in the nited States of America Columbia University has
planned a 10-story arts center for its campus on Mormngside Heights and a new
building for its law school.

Construction is under way on a new physics research building on the Columbia
campus

The College of the City of New York on St. Nicholas Heights has taken over the
nearby 18-acre campus and buildings of the former Manhattanville College of
the Sacred Heart and will move in this fall. It is planning a new library and
other new buildings there.

Tentative plans have been announced to rebuild Pennsylvania Station and over
it to erect a skyscraper to be known as the Palace of Progress. It is to house a
permanent world trade center and a wholesaling center for buyers.

Other plans are being drafted, also, for new housing and slum clearance proj-
ects, for better traffic control and parking facilities, for modernized docks and
for midtown expressways

Thus, the West Side is on the move again. It has snapped out of its lethargy.
It has had enough of deterioration. It wants to rejoin the' march of progress.

The West Side says it assimilated the Dutch and the English and the Irish
and the Germans and the Italians and the Jews and all the others, and it can
assimilate the Negroes and the Puerto Ricans, too. Aren't we Americans all?

HARLEM Now ON THE UPSWING

Turbulent Area, Still Beset by Grave Problems, Sees a New Dawn

(By Layhmond Robinson, Jr.)

In the years between the start of World War I and the end of World War II,
Harlem changed from a melting pot into the city's boiling pot.

It became a turbulent area of decaying tenements, chronic unemployment.
dirty streets, racial clashes, poor schools, high rents, jazz music, and noisy
politics.

In these three decades Harlem shifted from a moderately populated community
of well-to-do middle-class and working-class Jews, Italians, Irish, Germans,
and Greeks into a tightly packed, predominantly low-income region, inhabited
largely by Negroes and plagued by a bewildering assortment of community ail-
ments.

However, in the last 10 years, and particularly in the last 5, Harlem has been
a community on the upswing-economically, politically, socially, and physically.
Though it is still confronted with a long list of formidable problems-some of
which were intensified by the heavy postwar influx of Puerto Ricans-the area is
going through a period of change for the better.

Employment is up; business is good; a large-scale slum clearance program is
under way; streets are cleaner; new schools have gone up and others are planned
youth centers have opened; a new savings institution has been established and
another is under construction: new churches are planned and others have been
renovated; a new city market is to be built; new stores and shops have sprouted
everywhere; and Harlem's citizens enjoy a growing political power.

In short, the community is riding a wave of optimism, attributable in part
to the general business and industrial prosperity of city, State, and Nation,
and in part to the gradual curtailment of the two root causes of many, if not
most, of Harlem's problems-the twin evils of racial segregation and discrimina-
tion.

HOME TO 450,000 PERSONS

The small Harlem area is home to 450,000 persons, and 3 groups-Negroes,
Italians, and Puerto Ricans-make up the bulk of the population. There is so
much movement of families in and out of Harlem today that there are no accurate
breakdowns on these groups. However, the best "guesstimates" are that the area

contains 280,000 Negroes, 80,000 Italians, and 75,000 Puerto Ricans.
Harlem's white population is steadily dwindling, as it has been for more than

four decades. If this outward movement continues, it means that the last of the

descendants of European immigrants will have left Harlem, where they once
constituted the bulk of the population.
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Harlem's history since World War I is written largely in terms of the Negro's
settlement there. Although Negroes began to move into Harlem in small num-
bers about 1910, the great influx came during and after the two World Wars.

The Negro, like the descendant of the immigrant and the Puerto Rican migrant,
came to Harlem because at the time it was a better place to live than the place
he had lived before. Negroes came to Harlem to escape the rookeries of the
Tenderloin and San Juan Hill areas of midtown Manhattan, the poverty and
racial oppression of the South, and the poverty and political conditions of the
British West Indies.

DISCONTENT AND RIOTS

But as the Negro moved into Harlem, seeking a better job, a better education,
and a better home, he found that many doors normally open to others were closed
to him because of his color. Though the Negro came, for the most part, from an
agricultural economy into a highly industrialized one he found, for example, that
it was difficult to gain admission to trade schools and colleges to prepare for jobs
in civil service and private industry and business.

He was isolated socially and culturally. And he was, in the main, a Republican
voter in a Democratic city; thus his political influence was negligible. Because
his need for housing was great, he was charged a higher rent for less space than
whites, although he had less money to pay for it.

Because of all these things and more, Negro Harlem began to steam with dis-
content. In the twenties and especially in the depression years of the thirties,
Harlem boiled with protest meetings, boycotts, and racial strife.

Street crowds were harangued by a succession of soapbox orators-among
them Communists and "Black Nationalists"-preaching everything from reco-
lution to convolution. Harlem's housing, built mainly before the turn of the
century, and neglected by landlord and tenant, began to disintegrate. There were
serious riots in Harlem in 1935 and again in 1943.

The depression also was the heyday of the cult leader in Harlem. Father
Divine arose to save the masses with slogans of "Peace Is Truly Wonderful,"
and with food and clothing and shelter, which came from the pooling by his
"angels" of all their earthly goods. Daddy Grace led another large movement.

But Negro Harlem presented still another face, one that contrasted sharply
with its turbulent political, social, and economic movements and its ingenious cult
movements.

Harlem in the prohibition era became the eastern outpost of the American
jazz movement, created by the southern Negro who brought it north with him
The area was studded with plush nightclubs and speakeasies and honky-tonks
where the pleasure-seeker could clap to the Dixieland beat, "cut" the Charleston
and the shimmy and the black bottom, and gulp bad booze.

As the years went by, Harlem became the national focal point for Negro
creative talent. Roi Ottley, Ann Petry, Walter White, George Schuyler, and
James Weldon Johnson wrote books there; Duke Ellington and Sy Oliver wrote
and arranged music there; Bessie Smith, Florence Mills, Lena Horne, Billie
Holiday, Fats Waller, Ethel Waters, Pearl Bailey, Nat (King) Cole, Billy Eck-
stine and Ella Fitzgerald sang their songs there; Richmond Barth6 sculped there;
Marian Anderson, Paul Robeson, and Roland Hayes appeared in concerts there;
Louis Armstrong, Cab Calloway, Chick Webb, Jimmie Lunceford, and Lionel
Hampton played at dance halls and theaters there; Bill Robinson danced there,
Aaron Douglas painted there, and Langston Hughes, Claude McKay, and Countee
Cullen wrote poetry there.

THE PUERTO RICANS ARRIVE

The Puerto Rican, like the Negro and the descendant of the immigrant, came
to Harlem because it was a better place than where he lived before. Small num-
bers of Puerto Ricans have lived in East Harlem since World War I-15,000
lived there in 1930-but it was not until after World War II that the Puerto
Rican began to migrate in large numbers.

His problems of adjustment and acceptance have been, on the whole, not as
difficult as those encountered by the southern and West Indian Negro, and not
as easy as those encountered by the descendant of the European immigrant.

For example, the Puerto Rican influx comes at a time when there are a good
many antidiscrimination laws on the books, most of them enacted since World
War II Although he encounters a good deal of discrimination, he does not see
as much of it as did the Negro in the early days of his settlement in Harlem.
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In brief, although the Puerto Rican's heavy migration has intensified some of
Harlem' problems, such as it acute housing shortage, he comes at a time when
Harlem is beginning to see better times.

The list of postwar changes in Harlem is lengthy and it is growing. Here are
some of the highlights:

Ten public and private housing developments have been built and others are
under construction or planned. Harlem has the greatest concentration of new
public housing developments in the city, with .,701 units occupied and 3.184
under construction. These low- and middle-income developments cover 160 acres

Ten public schools have been built One of them, public school 156, a 2-year-old
elementary school near the Polo Grounds that contains some architectual features
of the ranchhouse, is a board of education showplace And the St Charles
Roman Catholic Church plans to build a school on West 142d Street.

A new savings institution operated by Negroes, was established in 1948 on
West 125th Street, Harlem's main shopping center. This is the Carver Federal
Savings and Loan Association, which started out with $25,000 and now has
assets of $5 million. Other banks and stores, such as the Empire City Savings
Bank on West 125th Street, are undergoing extensive renovations.

The venerable Bowery Savings Bank, the world's largest mutual savings
institution, is constructing a $4-million building at St Nicholas Avenue and
West 145th Street. In addition to serving as a branch bank, this 12-story struc-
ture will contain 211 apartments for middle-income families and will provide
fou stores and professional offices as well as garage space

The Harlem River Drive, which will form a connecting link between the
Franklin D Roosevelt (East River) Drive and the George Washington Bridge,
is under constru, ton

A new 18-story hospital, East Harlem General, has been constructed at First
Avenue and East 97th Street A new 20l0-bed addition is planned for Harlem
Ilospital-the cit.\'s most overcrowded institution-at West 136th Street and
Fifth Avenue.

Harlem's political power has risen steadily in the postwar period. A political
shift occurred in the 1930's and Harlem today is almost solidly democratic. In
the 1953 mayoral election, Hulan E. Jack, a Harlem resident, was elected Man-
hattan Borough president. An increasing number of Harlem's residents are
getting high appointive posts in the city's government. A growing number of
Harlem's citizens are civil-service workers, a result of better education and the
lessening of racial discrimination.

Last year the Roman Catholic Archdiocese of New York opened a $500,000
community center on West 134th Street near Lenox Avenue. St. Philip's Protes-
tant Episcopal Church on West 134th Street, America's largest Episcopal parish,
opened a community center several years ago Salem Methodist Church, on
Seventh Avenue, recently completed a half-million renovation project.

Harlem is still burdened with serious problems. The acute housing shortage
heads the list. Other major ailments are: high rates of crime, particularly
juvenile crime; a large number of narcotic addictions; a high incidence of tuber-
culosis: and high infant-mortality rates.

These problems exist in greater or lesser degree in other parts of the city.
They are being resolutely attacked by city agencies and private organizations.

They are listed here to illustrate that the heavy rains of human suffering
have not ceased to fall on Harlem. But the rains have slackened; and, in the
distance, the rainbow can be seen.

NEW FACES IN THE LOWER BRONX

Shifting Population Often Raises Tense Problems in Housing

(By Sydney Gruson)

A quarter century has produced a social upheaval that dwarfs physical changes
in the lower Bronx.

Over the last 25 years, and mainly in the last 10, nearly 200,000 Negroes and
Puerto Ricans have moved into the Bronx south of West Tremont and Westchester
Avenues. They make up nearly 30 percent of the area's population, and they are
continuing to arrive.

68692-55-pt. 1-- 19
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In many areas of the lower Bronx, they are displacing the Jewish settlers who
displaced the Germans, in others the Irish who displaced the Jews. The story
of the lower Bronx in 1955, as it has been for most of its history, is a story of
shifting people.

Because, for most people, it is a way stop on the social and economic ladder,
the lower Bronx has always been a low-income area, whether its people were
white or nonwhite, native-born or immigrants. It has been a surprisingly faith-
ful mirror of the immigration patterns for the entire middle Atlantic seaboard.

MIDDLE INCOME PREDOMINATES

Only 3 percent of its families are in what is considered the upper income level
of $5,000 or more annual family income. Seventy percent are in the middle
income bracket, $3,000 to $5,000 annually, and 27 percent earn less than $3,000
annually.

Those in the highest group live mainly in the area's northern end of the Grand
Concourse district. This broad avenue, built to rival Paris Champs lysdes, is in
itself a reflection of the economic geography of the lower Bronx.

From its southern terminus at 135th Street, it climbs northward through
grubby, squat warehouses, shops, and residences. Suddenly the buildings are
finer and the avenue itself cleaner and richer looking as it cuts past 149th Street
on its way to the better homes and districts lying to the north.

Two new buildings dominate the concourse between 149th and 161st Streets.
The central post office and the granite-and-marble county courthouse with its
plaza, both completed in the thirties, are among the finest of the new construc-
tion in the lower Bronx in the last 25 years.

With the exception of public housing projects, there has been comparatively
little new building, however. A few handsome middle-income apartment houses
have gone up on the concourse, and a luxurious beach club, Shore Haven, on the
homestead of one of the earliest settlers, has enriched the Clason Point area.

TRANSPORT LINKS BROADENED

It is less so now than 25 years ago, but the lower Bronx remains a "bedroom
for Manhattan," a place from where its people go to work elsewhere. The
quarter century brought a significant advance in the communications facilities
linking the lower Bronx with its neighboring boroughs.

The Eighth Avenue subway was extended up the concourse. The Triborough
and Bronx-Whitestone Bridges were built, and some of the worst of bad housing
was swept away for the approaches from the lower Bronx. The Deegan Express-
way joined the east and west Bronz, and again slum housing was cleared to make
way for it

A minor industrial boom has opened up new possibilities From Hunts Point
all along the East River to 135th Street, an industrial development has been
emerging. Many believe that the lower Bronx future is tied in with the success
of its new industries.

There are new iron- and steel-working plants, gypsum and cement factories.
The New Haven Railroad, which has freight yards and terminal facilities at
Hunts Point, has recently built several modern warehouses and other structures
there. Bronxites now proudly refer to the area as "little Pittsburgh."

But modern living, for which the new industries are geared, has also hurt the
lower Bronx. Oil heating spelled the doom of the coal companies that once lined
the Bronx River and the Mott Haven Canal before it was filled in from the
Harlem River to 138th Street.

An era that developed the radio to listen to and then television to look at
brought the closing of the pianomaking plants dotted from 133d to 138th Streets
along what was Southern and now is Bruckner Boulevard.

POPULATION SHIFTS

These are some of the outward evidences of change apparent to the eye. Not
so apparent, but of far more concern to the people involved, are the changes
induced by the influx of nearly 100,000 Negroes and more than 100,000 Puerto
Ricans into the lower Bronx since 1930.

The Negro influx came first. It started with the search for better housing ana
living conditions of Harlem residents who had improved themselves economically.
About 12 years ago the movement was accelerated by the arrival of large num-
bers of Negroes from the South.
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The early arrivals settled in what had been predominantly Jewish and Irish
neighborhoods in the East Bronx. As more Negroes moved in, followed more
recently by Puerto Ricans, more Jews and Irish have moved out. The Irish have
concentrated in the Highbridge section, in the region of Yankee Stadium, and the
Jews near there and along the Concourse.

The official city figures for 1930 show a total population of 681,807 in the lower
Bronx, with fewer than 10,000 Negroes and "very few" Puerto Ricans. At the
beginning of 1955 more than 200,000 of a total population of 726,900 were Negro
or Puerto Rican.

They took over housing that had already begun to deteriorate, and little or
nothing has been done to halt the deterioration since. The size and speed of the
Negro and Puerto Rican influx has, if anything, speeded up the deterioration.
As a result, a major share of the New York Housing Authority's new construc-
tion over the last 13 years has been in the lower Bronx.

Nine subsidized city housing projects for low-income families and one for
middle-income groups have been built in the lower Bronx. They have provided
homes for 9,298 families. Three more projects to house 3,550 families are
planned.

These towering multifamily dwellings represent the biggest single physical
change in the Bronx in the last 25 years. They also have provided one of the
bitterest controversies between city and borough leaders, on the one hand, and
the older residents of the Bronx.

For the purpose of the public housing projects has been to encourage what social
workers call "integrated housing," where people of all and any color or religion
can live together. The projects have been built in all sections of the lower Bronx.

Six of the 10 already built and all 3 of those planned for the immediate future
are in predominantly white neighborhoods. Some have been built over strong
protests in the midst of large areas of small private homes.

"We can live together," says Borough President James J. Lyons. Not all
agree with him. The reaction of the majority in the affected neighborhoods was
summed up by one longtime resident.

"We may have to live together," he said. "Whether we can in harmony is
another question Right now, most of us don't like it."

RACIAL TENSION FOUGHT

Mo,t of the older Bronx residents profess not to understand why the housing
projects had to be built in white neighborhoods rather than in districts where
the Negroes and Puerto Ricans had already become a majority or a large per-
centage of the population A frequent comment ran along these lines: "They
bring the minorities to us How can they expect anything except hostility and
suspicion 9"

Admittedly, the integration in public housing has not worked out as well as
the social workers, both Negro and white, had hoped. The flight of whites has
begun in some cases with the announcement of a forthcoming project, perhaps
years before it is completed.

When Morris High School, the Bronx' first, became overwhelmingly Negro, a
long, uphill campaign was started by its principal, Jacob Bernstein, to rezone the
school area. The aim was to balance the student body. This was achieved, and,
as a result, people stayed in the district who otherwise would have been expected
to move.

STORES AID COMMUNITY

A flight of business from the Hub, the old commercial center of the lower
Bronx at 150th Street and 3d Avenue, was feared at first. But the business com-
munity, led by Sachs Stores, stayed fast and proved to itself that community
activity could be good business as well as its own reward. Today the auditorium
at Sachs 150th Street store is the center of such activity, much of it dedicated
to the problem of the lower Bronx juveniles

In an area of so much overcrowded, poor housing, the streets are the play-
grounds and the breeding place of trouble for most teen-agers in the gangs that
roam over parts of the lower Bronx.

This is why there has recently been an emphasis on the building of new recrea-
tional facilities to help meet the problem. Youth centers have gone up in St.
Mary's and Crotona Parks, near some of the most troublesome areas. And more
are planned-on the Baxter Creek fill-in under the approaches to the Whitestone
Bridge and in the reclaimed land of the Bronx Kills, the junction of the Harlem
and East Rivers.
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It is far from becoming a garden land, but the parks, playgrounds, and new
housing, already built or planned, hold out a promise for the lower Bronx that
was not there 25 or even 15 years ago.

CONFLICTS IN THE UPPER BRONX

Creeping Urbanization Meets Resistance From Staid Suburbia

(By Richard Amper)

The upper Bronx is suffering from a split personality.
Her desire to be a suburban residential area has clashed with a ceaseless

surge of urbanization and new residents.
This conflict is nowhere so great or dramatic as in the most un-Bronx part

of the borough-the fashionable Riverdale section in the northwest.
Here the Bronx wears a lorgnette. From wooded estates and splendid private

homes on 1,600 hilly acres dedicated to spacious and gracious living, Riverdale
looks down on her less affluent cousins in a welter of apartments and shudders.

Many Riverdale residents do not like to consider themselves even as proper
Bronxonians They deem it a cruel trick of geography and legislation that
Riverdale, once part of Westchester County, legally belongs, by annexation,
to the Bronx. Some are known to list their addresses on stationery as Riverdale-
on-Hudson. But that is an old sore spot.

In the last 5 years, the residents have had something more immediate to
resent and fight-a flood of new apartment houses threatening what has been
called the last bulwark of residential exclusiveness in New York City. The
apartments have sprung up in tawny and ocher brick heaps of 6 and 12 stories in
the Spuyten Duyvil section below 239th Street. They are luxurious, to be
sure. An advertisement for them could well say:
DELUXE APARTMENTS with terraces, set in sylvan charm overlooking the majestic

Hudson, $50, $60, and $100 a room. Penthouse $12,000 to $14,000 a year.

Of 201 new apartments built in the Bronx since 1950, 46 are in Riverdale and
house 15,000 persons More are on the way up. Largely as a result of them,
Riverdale's assessed valuation has jumped more than 100 percent since 1935,
or from $56,560,425 to $121,092,435. By comparison, the valuation of the city
as a whole rose only 3 percent, the entire Bronx about 30 percent

POPULATION UP 20,000

Riverdale's population has increased in like proportion, from 21,000 to 41,000
in 5 years.

It was not an aversion to new well-to-do residents, but unchecked apart-
ment construction itself that rallied private-home owners against the builders
in defense of a suburban way of life within the city.

A decisive battle ended last year in this zoning truce: 60 percent of remaining
unoccupied land to be for private homes, the rest available for apartments for
63,000 persons. But Riverdalians face still another battle this month before
the board of estimate.

They are trying to preserve for recreational purposes the 28-acre site of Seton
Hospital, which was abandoned by the city and which some officials want used
for more private apartments. The recreational facilities are sought to help
combat juvenile delinquency that besets Riverdale, although perhaps not to so
great a degree as poorer neighborhoods.

WHAT SURVEY SHOWS

Gang fights, muggings, auto theft, and other depredations have been reported
even in this community where a survey by Dave Stein, publisher of the weekly
Riverdale Press, shows:

Three times as many residents earning $7,000 to $10,000 a year as there are in
any equal area in the city.

Sixty-four percent of the population consists of professional men, men who
own their own businesses and other executives.

The three most commonly owned autos are Buicks, Oldsmobiles, and Cadillacs,
in that order.
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Having homes in Riverdale are such persons as Cleveland E. Dodge, of the
Phelps-Dodge Corp.; the Edward C. Delafields, one of the first families of
Riverdale: Mrs Charles Evans Hughes, Jr, widow of the former Solicitor
General; Arturo Toscanini; and Lt. Gov. George B De Luca.

The rest of the upper Bronx shares Riverdale's conflict but with certain low-
and middle-income variations of its own This area, often called the bedroom
of New York, is sleeping fitfully in anxiety over subsidized public housing for
low-income groups and an influx of Negroes and Puerto Ricans.

The city's northernmost extremity, it embraces 60 percent of the only borough
actually on the mainland and extends from the 177th Street-East Tremont
Avenue area north to the city line. Its population of 773,000, up 200,000 from
1930, is slightly more than half of the entire borough and larger than that of
Pittsburgh, Milwaukee, or New Orleans

These people live in more than 600 elevator apartments and countless walkups
and in 27,000 1-family and a like number of 2-family homes They are predomi-
nantly of moderate means.

Eighty percent are in the middle-income group, which, by 1950 census definition,
earns $3,000 to $5,000 yearly. This appraisal of middle income has been chal-
lenged by some who contend it is too low and should iange fiom $4,000 to $9,000.
Whatever the basis, about 9 percent are estimated to be below middle income and
11 percent above

The bulk of the upper income group lives in Riverdale, Fordham Hill or Jerome
Park areas of the west and northern Bronx and the Pelham Parkway area in the
East Bronx The Grand Boulevard and Concourse, built in imitation of Paris'
Champs Elysees, also remains a "good address"

Historically, the upper Bronx has been the top of an escalator on which succes-
sive waves of population rode from bargain-basement living in teeming lower
Manhattan in quest of "a nicer neighborhood" and "a better life." First came the
irish and Germans, then Italian immigrants and Poles and Slavs and Jews, dis-
placing and leap-frogging each other, hopscotching from the lower East Side to
Harlem to the lower Bronx to the upper Bronx. And the escalator kept moving,
latterly bringing up Negroes and Puerto Ricans.

Where there were 3,761 Negroes in 1930, there are 14,500 now. There were no
Puerto Ricans in 1930; now there are more than 9,000. And the influx from the
South Bronx and Harlem continues.

To millions of Americans the Bronx has been typified in Gertrude Berg's tele-
vision and radio dramatization of "The Goldbergs."

A precise ethnic breakdown of population is unavailable, but of the largest
groups, fully 55 percent are estimated to be Jewish, 22 percent Irish and about 18
percent Italian.

The arrival of Negroes and Puerto Ricans has accelerated an exodus of the
older residents to Westchester, Long Island, and New Jersey in search of a new
suburbia Civic and political leaders, businessmen, realty men and social work-
ers says the trend, underway in recent years, is stronger now. Negro leaders
frankly acknowledge that the advent of Negro and Puerto Ricans is resented and
resisted.

Unlike Riverdale, the rest of the upper Bronx has no financial hurdle against
low-income groups. One of the chief grievances of the board of trade, the
chamber of commerce and the real estate board and older residents is against
additional subsidized public housing that "integrates" low income families of
all colors and religions. They charge that such housing is spoiling the upper
Bronx for private homeowners and other taxpayers.

They contend that the tax-exempt projects increase the community's tax
burden and complicate the already difficult problem of inadequate schools. They
also argue that some public housing sites should have been used for industry
and business.

Three such projects have been built in the upper Bronx, accommodating 17,120
persons. Four have been built for middle-income groups and house 13,209. All
were built in the East Bronx on unoccupied land and replaced no slums.

PROJECTS CAUSE OUTCRY

Two low-income projects, the 29-building Throgs Neck development on the
easternmost peninsula of the Bronx and the 40-building Edenwald project in the
northeast, provoked the biggest outcry because of their location in large areas
of small private homes.



286 INVESTIGATION OF HOUSING, 1955

Foes of such housing wish there were more middle-income private developments
such as the Metropolitan Life Insurance Co.'s massive Parkchester, the greatest
single apartment community in the world-a city within a city, completed in 1940
and housing 40,000 persons on 266 acres formerly occupied by the Catholic Protec-
tory (rent: $15 to $18 a room monthly). Or the Equitable Life Assurance So-
ciety's Fordham Hill project built in 1951 for 118 families (rent. $30 to $37).

The biggest growth of private homes has been in the northern and northeastern
areas that retain substantial suburban characteristics.

A major change in the making in the East Bronx is the development of the
Bronx Municipal Hospital Center on 63 acres. Two hospitals, the Nathan B.
Van Etten and the Abraham Jacobi, are open. The Albert Einstein College of
Medicine of Yeshiva University is scheduled to start its first class in September,
and a vast complex of medical institutions is planned for the site at Pelham
Parkway and Eastchester Road.

Much of the Bronx suburban character is preserved by her famous parks-
Pelham, Van Cortlandt, and Bronx-accounting for almost 17 percent of the
borough's land area

The last quarter century has seen:
The Bronx Zoo take its lions and apes out of cages and put them in a simu-

lated natural habitat; the Bronx Botanical Garden spend more than $3 million
to maintain itself as one of the foremost institutions of its kind in the world; 31
new public elementary and junior high schools and 4 new high schools; Orchard
Beach improved.

Hunter College become coeducational, with a 4- instead of 2-year curriculum;
Fordham, Manhattan College, New York University, the College of Mount §t.
Vincent grow, and the Merchant Marine Academy become the State University
Maritime College, enlarging the reputation of the Bronx as the Borough of
Universities.

The Eighth Avenue subway reach into the upper Bronx, the Henry Hudson
and Hutchinson River Parkways built and the Bronx River Parkway recon-
structed in part, the Cross Bronx Expressway started as major traffic arteries to
and around the Bronx, and Major Deegan Boulevard built toward eventual con-
nection with the New York State Throughway.

Fordham Road developed into one of the biggest retail business centers in the
city and City Island's boat industry turn from servicing yachts of the Vander-
bilts and Pulitzers to smaller pleasure craft

But overriding these changes are the deep social conflicts and the shifting
population. Negro leaders predict the Bronx will make its adjustment to new
groups as it did to the old.

What does Mrs. Berg, as a delineator of a substantial segment of Bronx char-
acter, think of the situation

5 
Her view is this: Her fictional Jake Goldberg

would have prospered in the garment trade No longer would Molly lean out a
window to yell across an apartment court, "Yoohoo, Mrs BloomL" They would
have followed the trend. They would have moved as, indeed, Mrs Berg herself
has-to Westchester

DOWNTOWN BROOKLYN GLISTENS

Transformation, in Few Years Since War, Tops Rest of New York

(By Charles Grutzner)

The recent history of downtown Brooklyn has been written by steam shovels
and riveting guns

No other part of New York City has undergone as much outward change since
World War II as the area spreading south and east from the Brooklyn Bridge.
And more vast alterations are underway.

Aside from its share of public housing, new schools, superhighways, and otherconstruction, such as has changed the face of much of New York, downtown
Brooklyn is in the throes of wholesale transformation for its civic center.

This king-size project is not just another cluster of public buildings. Involv-
ing $125 million in public, quasi-public, and private funds, it covers 130 acres inthree locations.

Already constructed in the Brooklyn Bridge Plaza, cleared of the barnlike
elevated train sheds, slum dwellings, and cheap hotels, is S. Parkes Cadman PlazaPark and its $500,000 war memorial community house built by popular sub-
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scription. Adjoining it, Walt Whitman Park is under construction at a cost of
$250,000 and the $750,000 Red Cross Building was opened 4 months ago.

Just beyond, structural work began 2 weeks ago on the $17,300,000 Supreme
Court Building. Near by, the $3,758,500 Domestic Relations Court Building is
97-percent iuished, and the city's $2,300,000 welfare center is more than three-
quarters completed.

Completion of the $10,848,000 city prison for male adults, now at the halfway
mark, will permit the razing of the ancient, vermin-infested, and often-condemned
Raymond Street jail and the construction of a playground on the site.

OTHERS, JUST AS EXAMPLES

Nearby is the $10 million Transit Authority Building, put up a few years ago,
and the central offices of the board of education, in the former Elks Club Building.
The Fulton Savings Bank recently opened its new $1 million home on the site
of the former Star burlesque theater.

These are just samplings of the civic center project, which includes relocation
and expansion of several colleges, enlargement of Brooklyn Hospital, and upper-
income housing built as savings bank and insurance company investments.

Brooklyn, formerly the Nation's third largest city, lost its entity on January 1,
1898, when it was annexed to New York as a borough. Within the last 25 years
all its great newspapers-the Standard-Union, Brooklyn Times, Citizen, and a
few months ago the Eagle-have disappeared. Today Brooklyn, population
2,800,000, is without a major paper of its own.

But anyone inclined to belittle its a-building civic center as a provincial boom
is advised to hark to a non-Brooklynite, City Construction Coordinator Robert
Moses.

"This civic center is to Brooklyn what the great cathedral and opera plazas
are to European cities," says lr. Moses. He adds that the completed center
will "be as much the pride of Brooklyn as the Piazza San Marco is the pride of
Venice and the Place de la Concorde the cynosure of Paris "

There have been many other signfiicant changes-structural and human-in
the west Brooklyn area that curves along the waterfront for 10 miles to an
inland depth of 2 miles. This area extends from the Navy yard on the north
to Bath Beach It includes, beyond the downtown shopping and civic centers
and Heights residential district, such diverse communities as Fort Greene, the
Hill, Park Slope, Red Hook, Gowanus, Bay Ridge, Borough Park, and Benson-
hurst.

Western Brooklyn had a population increase from 757,650 in 1930 to 789,400
last year In that time, though, the number of white residents dwindled from
743,900 to 727,000. Twenty-five years ago, before the census tabbed Puerto
Ricans as a separate group, the count of nonwhites was 13,745. The 1954 census
lists 26,800 as nonwhite and another 35,600 as Puerto Rican.

On the basis of the 1950 Federal census no more than one-tenth of the families
in this fat slice of Brooklyn have annual incomes in excess of $5,000, about
60 percent live on $3,000 to $5,000, and 30 percent struggle on less than $3,000.
The greatest concentration of $10,000-plus incomes is on Brooklyn Heights and
along the Shore Road rim of Bay Ridge.

The Heights, long the center of Brooklyn's social and economic elite, has had
a rather curious recent history. For more than a dozen years its upper crust
has been contracting as Puerto Ricans and other low-income families pressed
in on its borders. Some family mansions have been subdivided into warrens;
some older apartment houses became hives of buzzing Spanish.

Some of the "first families" departed-to Park Avenue, Long Island, else-
where. Loeser's, the Fulton Street department store that had catered to the
carriage trade, went out of business in 1952.

The core of the Heights, while making some concessions to social and eco-
nomic change, has retained much residential charm. Those who fled have been
replaced by executives of new industries and of Wall Street concerns, only
4 minutes' distant by subway. There has developed a fine colony of artists,
writers, sculptors-sort of Greenwich Village without tourist traps. There has
been some upper-middle- and high-income private housing on the Heights recently,
and more is planned.

Proud indeed is the Heights of its 5-year-old promenade, a cantilevered jut-
out extending two-thirds of a mile, from Remsen to Middagh Streets, along the
cliff overlooking the harbor, Manhattan's skyline, and the setting sun. The
promenade is the third deck of the $63-million Brooklyn-Queens Connecting
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Highway, which, when finished, will run for 11 miles from the Brooklyn-Battery
Tunnel into Queens. A large part of the highway is in use, with 26 playgrounds
flanking the section between Red Hook and Brooklyn Bridge.

PASSING OF EL A BOON

Not all of western Brooklyn's new beauty is structural. There has been
removal of old blemishes as well as fresh adornment. The grimy Fulton Street
elevated railroad and the one that had kept sunlight off lower Flatbush Avenue
and Fifth Avenue were taken away in the early 1940's, a few years after the
IND subway reached Brooklyn.

Acies of Red Hook slums have been rubbled in the last dozen years to make
way for the Battery Tunnel approaches. Some had been covered in the early
years of the depression by shanties and packing-crate shelters, where defeated
men stewed slumgullion. The city housing authority razed blocks of stubby
tenements and boarding houses to erect, at a cost of $16,402,000, Red Hook
Houses-28 buildings housing 10,000 souls in 2.891 low-rent apartments.

After Red Hook Houses came other low-rent public projects in western Brook-
lyn. Fort Greene Houses provides homes for 12,500 persons in 35 buildings well
spaced over 41 acres. This site once was "The Jungle"-a wilderness of pos erty,
squalor, disease, and crime Gowanus Houses stand near the oil-coated Go-
wanus Canal, and Farragut Houses ale near the navy yard. All told, the area
got, since 1939, $63,282,000 in public housing for 32,530 people, about 1 of every
24 residents.

Public housing has been only part of the answer to the problem of shelter.
Concord Houses, downtown, financed by savings banks, and Clinton Hill Houses,
an insurance company investment, are huge new middle- and upper-income
projects Two other luxury apartment developments, Kingview and Uni-
versity Towers, are to be built with private capital under a Federal-city land
acquisition subsidy near the Fort Greene public housing.

MANY NEW APARTMENTS

There has been substantial recent private apartment building in Bay Ridge,
which has developed a major shopping district along Fifth Avenue and in 86th
Street

Cultural progress in the last 25 years has outstripped west Brooklyn's modest
population gain. The central public library, a gem of cleanline modern archi-
tecture at Grand Army Plaza. was opened in 1940. The Academy of Music,
after years of financial difficulties, was bought in 1951 by the city and turned
over to the Brooklyn Institute for Arts and Sciences for operation.

Modernized inside and out, its three principal theaters offer everything from
ballet and opera to chess matches and science demonstrations. The 1954-55
season had an attendance of half a million, nearly 100,000 more than ever before.
Extensive modernization of the Brooklyn Museum is under way.

Brooklyn Polytechnic Institute, second largest engineering college in the
Nation, has acquired a whole block and buildings facing the civic center to bring
its scattered facilities together in a $3,500,000 expansion program. Long Island
University has acquired 7% acres adjoining its 11-story main building for ex-
pansion in the civic center area. Pratt Institute, at the eastern end of the
greater civic center area, has begun a $1,750,000 building program.

Changing times have brought industrial and business problems to western
Brooklyn. Several big industries have moved away in recent years-Sperry
Gyroscope and Mason Mints farther out on Long Island; American Safety Razor
to Virginia; E. W. Bliss, machine tools, to the Midwest, to name just a few.

The chamber of commerce says it has found the main reason that industries
leave Brooklyn is that they need room to expand. But many new small indus-
tries come to the area in order to expand.

Across west Brooklyn's docksides moves more than half of all the cargo,
except bulk coal and oil, of the port of New York The sprawling waterfront,
long notorious for the shapeup and shakedown, has become-on the surface-
a better place since 1953 legislation created the bistate waterfront commission.

Only last month the port authority announced its program for rebuilding 2
miles of this Brooklyn waterfront at a cost of $85 million.

The Navy yard, vastly expanded when it took over Wallabout Market in
World War II, will turn out the $200 million carrier Saratoga in a few months.
The keel was laid recently for another 60,000-tonner, the Independence. This



INVESTIGATION OF HOUSING, 1955 289

work will take up some of the slack from western Brooklyn's commercial
shipyards.

The Fulton Street shopping district has gained 2 major department stores in
the last 8 years and lost only Loeser's Many millions have been spent in a
series of store renovations since removal of the elevated structure. Abraham
& Straus, the borough's biggest store, had its best year in Brooklyn in 1954.
The entire half-mile shopping area produced a sales volume of well over $200
million last year.

Brooklyn's boosters believe that the Civic Center and other public works
will open an era of private development, especially west of lower Fulton Street,
that will make this slice of the borough an even faster changing wonderland.
But there is one improvement that Brooklyn-its official spokesmen, at any
rate-wants no part of. That is Mr. Moses' plan for a bridge across the Narrows,
from Bay Ridge to Staten Island. The approaches and shadows of such a
span, nay the borough's leaders, would ruin too many of its choicer residential
acres.

SIX COMMUNITIES OF NORTHERN BROOKLYN

Area Has Had Big Population Shifts, but Is Still Drab

(By Emanuel Perlmutter)

Drabness and decline. This describes the last quarter of a century in north
and central Brooklyn-the old eastern district.

It is a vast, mostly brokendown, aged, and sprawling region, fanning out from
the East River between the Queens line and the New York Naval Shipyard
in Brooklyn. It takes in Greenpoint, Williamsburg. Bushwick, Ridgewood.
Bedford-Stuyvesant, and Crown Heights.

Greenpoint, to the north, and Williamsburg, further south, begin at river's
edge. They are flanked by the others to the east. Crown Heights, on the south-
ern fringe of Bedford-Stuyvesant, is younger and more prosperous and actually
closer to middleclass Flatbush in mode of life as well as location.

These six communities are geographically contiguous and spill into each
other, but they might just as well be cities apart. There is little homogeneity
about them. They differ racially, culturally, and in history. What has been
common to most of them in recent decades is poverty and overcrowding.
They are among New York's oldest settled areas, and the expanding city has
treated them like the proverbial old shoe.

Income levels here are among the lowest in the metropolitan area A broad
estimate, based on 1950 official (ensus figures, shows that about 42 percent of
the families earn less than $3,000 a year. Fifty-three percent have annual in-
comes of from $3,000 to $5,000. About 5 percent earn more than $5.000 Families
are large, and living conditions poor.

AREA'S POPULATION DECLINING

The overall population declined from 789.255 in 1930 to 767,400 in 1954 But
for Bedford-Stuyvesant, which has added about 50,000 inhabitants in 25 years,
the decline would have been greater This area, once populated by wealthy
families of Dutch and English background, has become the overcrowded reposi-
tory for space-starved Negro migrants from Harlem and the poverty-stricken
from the South. It has been settled also by many Negro emigrants from
the British West Indies.

What happened to north and central Brooklyn was this A residential
dwellings began to deteriorate, the enterprising and thoe with good incomes
moved to newly built houses in Bay Ridge. Flatbush. Bensonhurst, and else-
where southward in the borough. They moved also to Queens and Long Island
Quality department stores and luxury retail establishments deserted the area
with them

Industrially the region has not suffered noticeably in the last two and a half
decades The proximity of Williamsburg, Greenpoint, and part of Bush-
wick to bridges, freight terminals, and marine facilities along the East River
led early to the establishment of factories, lofts, and warehouses. They are
still there.

Among the better known plants in the area are the Schaefer, Liebmann, Schlitz,
and Piel breweries. The Charles Pfizer & Co, drug company; the Lewyt vacuum
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cleaner factory; a Socony-Mobil refinery, and several other large plants are
landmarks in the district.

PHYSICAL CHANGES REVIEWED

Some important physical changes have taken place in the last 25 years.
The major ones:

The Fulton Street Elevated, cutting eastward through the heart of Bedford-
Stuyvesant, ws l. torn down. So was the Lexington Avenue El, which ran a
parallel course deeper in the district.

The Eighth Avenue IND Subway's A train replaced the Fulton Street El,
which used to end at Park Row. The new subway, extending to Washington
Heights in Manhattan, helped to promote the movement of Negroes from
Harlem to Bedford-Stuyvesant.

Another IND surway, the Brooklyn crosstown line, was constructed. It pro-
vided direct underground transportation between downtown Brooklyn and
Greenpoint, most of it through central Brooklyn and Williamsburg.

Five public housing developments were constructed, replacing slums in Bedford-
Stuyvesant and Williamsburg and providing modern living quarters for 22,000
persons.

The Brooklyn-Queens Expressway, already in use in some sections and under
construction in others, cut a winding path through most of Williamsburg and
Greenpoint This $63 million highway, in close proximity to piers and manu-
facturing plants, links the 2 boroughs by means of 3-lane roadways in each
direction.

Wallabout Market in Williamsburg, once a bustling produce terminal for Long
Island and New Jersey farmers, was taken by the Government and added to the
naval shipyard.

The Grand Street Ferry, which ran from Broadway, Williamsburg, to Man-
hattan's East Side, went out of business, the last of the East River ferries to
bow to modern methods of transportation.

Of the six communities, Greenpoint has fared worst in the last 25 years
The late Peter J McGuinness, Democratic leader of Greenpoint, used to refer

to his district as the garden spot of the universe. But even in his prime. 25 years
ago, it was already a withered garden. It is a dreary area running down
rapidly-a compound of ugly factories, warehouses, coal and lumberyards, oil
tanks, ancient piers, crumbling framehouses and tenaments, interlaced by
narrow, winding streets.

From an early-century population peak of 80,000, Greenpoint has dwindled to
fewer than 50,000. One new public school-and not even one public housing
unit-has been erected there in the last 2'1 

decades
Williamsburg, another old community, increased in population at the turn of

the <entury when Jewish immigrants settled there to be near their brethren on
Manhattan's East Side. They moved into the area in great numbers after the
opening of the Williamsburg Bridge in 1903.

Then, like other old areas, it began losing inhabitants about 30 years ago.
The decline has been slowed somewhat in the last 15 years by the erection of
3 public housing projects, which provide living quarters for 15,000 persons. One
of the projects, Cooper Park Houses, draws tenants also from Greenpoint and
Bushwick, since it borders the two districts.

Racial changes, too, have taken place in Williamsburg Once it was almost
solidly Jewish, but 20,000 Puerto Ricans have recently settled there, according to
authorities in the area Another population development has been the postwar
settlement of 15,000 Orthodox Jews. refugees from Nazi persecution camps and
other persecutions.

BUSHWICK'S POPULATION CHANGES

Bushwick, which was established by Peter Stuyvesant in 1661, has seen
its predominantly German and Irish population supplanted by Italian. Many
of the German families moved north and east to join other Germans in Ridge-
wood and in Glendale, Queens. Its political leaders, once German or Irish, are
today Italian.

Both Bushwick and Ridgewood, its immediate neighbor, have stood still. Not
one public school, hospital, or public housing unit has been built there in
recent decades.
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Bedford-Stuyvesant has experienced a metamorphosis somewhat similar to
Harlem's. An area once almost entirely white, its population has grown from
200.000 to 250,000 persons, about 150,000 of them Negroes.

The Negioes began settling in Bedford-Stuyvesant in the depression, and they
have continued to tax the area's housing facilities. To meet the needs of the ar-
rivals, new public schools, playgrounds, and a health center were added to the
district.

At first the Negro newcomers suffered from discrimination and segregation.
Jobs were scarce for them and real estate and business groups urged home-
owners not to sell to them. Slowly, but steadily, these prejudices were overcome.

The Negroes have repaired and modernized the area's old brownstone houses,
and they have brought full membership to fine old churches that were about
to close for lack of interest. Strenuous efforts are being made to solve such social
problems as street crime and juvenile delinquency

Crown Heights has not changed much Some of its apartment houses and
private dwellings have grown older, but new private houses have been erected
near its southern border with Flatbush. George A. Wingate High School, a
modernistic, banjo-shaped school, was opened there last January. Its students
come from Crown Heights, Bedford-Stu vesant, and East Flatbush Its pop-
ulation is principally Jewish and Italian, with some recent Negro additions,
businessmen and professionals.

IMPROVEiMENTS UNDER WAY

Despite the general decline that north and central Brooklyn have experienced,
improvements are under way. These include:

Two new health centers are under construction in the Bedford-Stuyvesant
and Crown Heights districts. A health center for the Bushwick-Ridgewood
district was approved in the 1955 city capital budget.

Under construction are a new laboratory and morgue building and other ad-
ditions to Kings County Hospital, on the border of Flatbush and Crown Heights.

Approved, in planning or under construction are Bushwick Houses, which will
accommodate 5,200 persons in Williamsburg; also Brevoort, Sumner, and an ex-
tension to Albany Houses, all in Bedford-Stuyvesant. The three Bedford-
Stuyvesant projects will house 11,357 persons.

The board of estimates last year approved a building zone change that will
permit Charles Pfizer & Co to proceed with plans for a $5 million expansion of
its pharmaceutical buildings.

Contracts have been awarded by the board of education for additions and im-
provements to Boys High School m Bedford-Stuyvesant. at a cost of $500,000.
Bushwick High School will be modernized and approved at a cost of $2,480,000.
Included in the city's budget for future consideration are improvements to
Eastern District High School, Williamsburg, at a cost of $2,218,000

Three new elementary schools are being built and additions made to a fourth,
all in Bedford-Stuyvesant and its border with Williamsburg. A new junior high
school for Williamsburg was approved in the 1955 budget

Civic, business, and political leaders in these Brooklyn communities feel that
with financial help from city, State, and Federal agencies their areas can be re-
Juvenated in the same way as have other old districts in New York.

CHANGES FROM FLATBUSH TO CONEY ISLAND

Once Dowdy Section and Population Is Acquiring Polish

(By Charles G. Bennett)

Much of the Flatbush-to-Coney Island region of Brooklyn, once staid and a
bit frowzy at the edges, is growing up to be educated, alert, and sophisticated.

In the middle 1930's Brooklyn took its place among the boroughs having a
municipal college campus, Brooklyn College, before then inadequately housed
in scattered buildings in the downtown business district, moved into its own
buildings on a tract at Bedford Avenue and Avenue H.

A recent report showed an enrollment of 8,112 day students and 12,017 night
students, nearly up to Manhattan's City College.

For many years this physical plant of higher education in the heart of Flatbush
was little changed. But recently expansion got under way.
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The initial investment in the college buildings and site was about $11 million.
Last fall the city completed and put into use the $4,700,000 Whitman Hall, the
new college Arts and Student Center Last October the board of estimate
approved plans for a library extension building at a cost of $2,482,000.

If all of this were not enough to establish the place of Flatbush as an educa-
tional center one could add the $14 million basic sciences building of the State
university's downstate medical center on Clarkson Avenue between New York
and Brooklyn Avenues in Flatbush

Now under construction, this 800-room, 11-story building will house the
basic science department of the country's largest college of medicine when it is
opened. The building, it is expected will be turned over to the trustees of the
State university by June 1956

Nor are the lower levels of education being forgotten in the Flatbush-to-Coney
Island area.

There, since the end of World War II, the city has built 12 elementary and
secondary schools And, in the near future, work will begin on a $2,600,000 mod-
ernization of Erasmus Hall High School on Flatbush Avenue, near Church
Avenue, and on a $6,000,000 high school for Sheepshead Bay.

EXPANSION IN HOUSING

For the entire area, maturity in education has gone hand-in-hand with popula-
tion growth and an expansion in housing, both public and private The shore
parkway section of the Belt Paikway system, skirting much of the southern
rim of the region, has been a vital factor in the housing growth.

As for Coney Island, now as for many years a haven for recreation seekers
from far and wide, it is fast trading in its storied glitter for genuine glamour.

Between Flatbush and Coney Island, as the Brighton train of the B M. T.
subway line travels, Sheepshead Bay has maintained for the last quarter cen-
tury its popularity with boating enthusiasts and others who like a typically
shore atmosphere

Excellent restaurants near or directly on the waterfront still tempt those who
delight in shore dinners. At all times when weather permits, fishermen abound.
Throughout the boating season the picturesque bay itself is dotted with pleasure
craft.

A general street-widening and rehabilitation program carried out during the
1930's helped to keep Sheepshead Bay bright and shining.

Coney, formerly administered by the Brooklyn borough president, was taken
over in 1938 by the parks department and its all-pervading commissioner, Robert
Moses. He decided he wanted better conditions for the millions who visit the
beach

In 1940, three-fourths of a mile of boardwalk was moved 200 feet inshore, tre-
mendous quantities of sand were pumped in and maintenance forces assigned.
Tides no longer touched the boardwalk In 1941, after the city acquired Brighton
Beach, the boardwalk and beach were extended

To the east of Coney Island, the Manhattan Beach section, for many years a
private swimming development and later occupied by the Coast Guard, is being
developed for park purposes. The area extending 1,700 feet east of Ocean
Avenue and south of Oriental Boulevard-a 40-acre tract--i gradually becoming
a bathing beach, including promenade and picnic and play areas.

The city is considering a proposal to take for park use a 2,000-foot existing
waterfront walk, privately owned and known as the Esplanade Assuming it is
rebuilt as a connection between Manhattan and Brighton Beaches, it will com-
plete a 3-mile waterfront promenade from the west end of Coney Island to the
east end of Manhattan Beach.

A new aquarium now being built just off the boardwalk near West Eighth
Street, is emerging as a symbol of the resurgence of Coney Island Ground was
broken October 24, 1954, for the first portion of the structure-a $1.500,000 seg-
ment of the $10 million ultimate building.

The aquarium-replacing the old one at the Battery which was closed October
1. 1941, to make way for the Brooklyn-Battery Tunnel-is a joint undertaking
of the New York Zoological Society and the parks department. The section now
being built is slated for completion in the early summer of 1956.

Also being built is a pedestrian ramp that Coney visitors may use to walk from
the reconstructed West Eighth Street station of the B. M T subway to the
aquarium
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Zoning drafted by the city planning commission under the leadership of Chair-
man John J Bennett, is the key to many of the changes taking place at Coney
Island. Through a new zoning pattern, new housing there is being encouraged.
Honky-tonks are being confined to the traditional amusement area.

New housing is taking advantage of the welcome mat. A 634-apartment
Gravesend Houses-a public housing project-is already in operation for low-
income tenants

The city housing authority is building a 534-unit Coney Island Houses for
middle-income families. One more public housing project is in sight-the 1,200-
apartment Luna Park Houses is slated to rise on the site of the burned-out
amusement center, Luna Park, near West Eighth Street.

POPULATION IS GROWING

The population of the Flatbush-to-Coney Island region grew from 604,203 per-
sons in 1930 to 796.300 persons at the end of 1954. Included in these figures was
a white population that went up from 600,798 in 1930 to 787,300 in 1954, and a
non-white population that grew from 3,405 in 1930 to 5,800 last year.

In the 25-year period Puerto Ricans moved into part of the area, with 3,200
living there at the end of 1954.

City statisticians estimate that 10 percent of the families in the area are in the
upper-income bracket-5.000 a year and better. Some 38,000 families reported
incomes of more than $10,000. Eighty-three percent of the families are in the
middle-income level, $3,000 to $5,000, a year, while 7 percent are low-income,
living on less than $3,000 a year

In the last few years substantial apartment houses have sprung up in once
remote territory made accessible largely by the Belt Parkway.

A majority of these have been single-building apartment houses accommo-
dating about 100 families each. But some larger developments have sprung up.
In the Marine Park area, at Gerritsen Avenue, Avenue U and Avenue W, there is
Brigham Park, an 18-building cooperative housing 1,080 families

Fred C. Trump, Brooklyn realty man, has erected Beach Haven, a 31-building
private development north of the Belt Parkway and west of Ocean Parkway.

Nowhere has the spurt in housing been more dramatic than in the Sheepshead
Bay territory bounded roughly by Bedford Avenue, Shellbank Creek. Avenue
U, and the bay itself. In 1930 this tract was largely farmland. It is now
bristling with 1-and 2-family houses.

Along Ocean Avenue and in the Midwood and Flatbush areas there is a sub-
stantial amount of top middle-income housing with rentals near $50 a room a
month. Flatbush now, as 25 years ago, represents good, solid, almost suburban
living, with many large, prosperous 1-family homes still in evidence.

More and iinre, howe er, apartment buildings have invaded Flatbush. Many
garden apartments have appeared not only here, but also in Bensonhurst, Bath
Beach and Coney Island.

In addition to the new developments at Coney Island, public housing already
has been provided for 3,392 middle-income families in the Flatbush-to-Coney
Island region. Also, 1,610 units are under construction in the area for middle-
income families and 1,765 apartments for low-income families.

There are those who say that residential Flatbush has changed little over the
years. In fact, Brooklyn Borough President John Cashmore recently wrote:

"From its beginning as a small hamlet more than 300 years ago, Flatbush
has never failed to give expression to the spirit of good neighborliness and the
Golden Rule."

Throughout the area progress has been marked in many fields. For 25 years
the 1,792-acre Marine Park has been slowly emerging from a desolate tract to a
filled-in play area complete with golf course, baseball diamonds, picnic groves,
sitting spaces, and a boat basin. Much work remains to be done, but the long-
awaited improvement is on its way

The 394-acre Floyd Bennett Field (Municipal Airport No. 1) has been operated
since May 26, 1941, by the United States Navy and other military units as a
major service airfield. From 1931, when it was opened, to 1941 it was owned
and operated by New York City, with sightseeing plane jaunts a specialty

Many years ago Flatbush, the cradle of the $1 billion motion-picture industry,
lost out to Hollywood.

STUDIO IS BEING REVIVED

But now the old Flatbush Vitagraph Studio at Elm Avenue and East 15th
Street will relive its old glory. The National Broadcasting Co. has spent $3,500,-
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000 to convert the sprawling structure, which in the early 1900's sheltered the
beginner of big-scale production, into the largest in the network's nation-
wide chain of television studios. The studio will be used largely for color
telecasting.

Two events recently have occurred in this Brooklyn region, which perhaps
prove that the old and wornout must go, but that the popular will endure:

1. The old Brighton Theater at Ocean Parkway and Brighton Beach Avenue,
once a gay amusement spot for a now vanished race of prosperous all-summer
Brooklyn beach vacationists; was demolished 4 months ago to make way for a new
apartment house.

2. Nathan's Famous, Inc., on Surf Avenue near Stillwell Avenue, has been dis-
pensing hot dogs and other resort delicacies since 1916. Last July 6 the place
commemorated a milestone in its business career-it sold its one hundred mil-
lionth frankfurter.

SOUTHEASTERN BROOKLYN AREA

Canarsie Goes on a Building Spree as Brownsville Grows Shabbier

(By Murray Schumach)

Caught between a building boom and tenement deterioration, the southeast
section of Brooklyn has become an exciting stage in the struggle of middle-class
families to remain in the city.

In Canarsie, once known only as a lame vaudeville gag, hundreds of 1- and 2-
family homes are sprouting faster than the tall grass to give middle-income
groups a new foothold within the subway zone.

Some real-estate experts call this outbreak of brick and wood the beginning
of the biggest building spree in Brooklyn since the twenties.

But in adjacent Brownsville-East New York, homeland in the thirties of the
sadistic gang called Murder, Inc., the population continues to shrink. Though
low-cost housing units are rising, large areas of private housing are deteriorat-
ing into unrelieved squalor The flight of residents to Queens and Nassau
Counties is greater than the influx of Negroes and Puerto Ricans.

In Canarsie, the chamber of commerce wonders how long the boom will last,
and considers methods of controlling growth. In Brownsville-East New York,
Abe Stark, president of the city council, pleads for the construction of publicly
financed, middle-income houses to save the neighborhood.

ISOLATION OF PAST 1S ENDED

Canarsie's prosperity has ended generations of virtual isolation. Behind its
creeks, Canarsieans lived quietly, huddled in little communities of two-story
homes among the wide stretches of marshland.

The pace of life was casual, meant for families that passed homes from
father to son. It was land rich in legend, in which yarn spinners, modeled
after the clam diggers and fishermen of the area, talked, as though it were
last year, of the smart deal made by the Canarsie Indians in selling to the Dutch
the Island of Manhattan, which they never owned.

Ocasionally in talk, from the days of the early Dutch settlers to the Golden
City Amusement Park of this century, there were visions of a new Canarsie. In
the twenties, for instance, taverns became debating societies on the plan to make
the area one of the world's great ports. But it was just talk.

Now the talking stage has passed, and hectic reality is here with clambering
bricklayers, hammering carpenters, roaring bulldozers. Hardly a week passes
without a roof being fixed to a new brick or wood home that will sell for about
$17,000. Lots that went begging 3 years ago at $400 now bring $2,200.

The population that remained almost stationary for 20 years around 35,000
has risen to 45,000 in less than 5 years.

TEMPO OF CITY MOVES IN

Along the Belt Parkway that traverses this area, cars turn off by the hun-
dreds into Canarsle Crowded buses from Canarsie to the IRT and BMT
subways have become frequent.

The pioneers of the city's new frontier have changed the style of living. They
have come with their brightly colored beach chairs to sit on patches of lawn
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before picture windows and to bring to their Cape God, ranch, and split-level
homes the tempo of the city.

Indicative of the Canarsie bonanza is a project undertaken by Waxman Bros.,
a Brooklyn building concern. The builders plan to erect 2,000 homes on 215
acres. Of 500 homes now under construction there, 400 have been sold, they say.

Public building in Canarsie also has swung toward middle-income groups.
Though one housing project, Breukelen, was built for low-cost rentals, another,
Glenwood. was for middle income, and so is Bayview, which is still only a steel
skeleton at some points. These projects, between 3 and 8 stories high, are the
only exceptions to the zoning regulations that limit buildings to 2 stories.

To cope with the anticipated population growth, three shopping centers have
been planned. A huge farmer's market, with a spur to the Long Island Railroad,
is in the area.

SHORE PARK IS PLANNED

Canarsieans, to retain the residential character of their neighborhood, have
not encouraged the construction of factories. There are, however, some small
plants in which 20 or 30 operators make dresses. Nearing completion is a spa-
cious, two-story building for storage and distribution of drugs.

Even more ambitious than the building projects for Canarsie is the plan pre-
pared by the department of parks. With characteristic determination, Commis-
sioner of Parks Robert Moses had acquired the entire waterfront of Canarsie
along Jamaica Bay.

What is now gray-brown sand will become white. The large belt of head-high
marsh grass will become park and picnic areas. The waters will regain their
blueness, ideal for swimming, boating, and fishing.

The plan is more realistic and closer to realization than it seems to those who
can recall only the malodorous Canarsie of a couple of decades ago. The city's
sewage plants have cleared up pollution to a great extent.

Canarsie could be another Jones Beach, with an added attraction. In Jamaica
Bay the department of parks has converted several of the islands into bird sanc-
tuaries that may already be the best in any American city.

A sample of the park department work along this waterfront is the spit of
land known as the million-dollar pier. Here, during the city's heat spells, thou-
sands bring their cars each day, often filling the limited parking area, so that
the drivers and their families may enjoy the breeze, walk barefoot along the
beach, or fish.

Canarsie, however, is still far from perfect. Big stretches of still undeveloped
land are piled with junked cars. where smoke often rises as the vehicles are
stripped by fire to salable metal skeletons.

One consistent lament among Canarsieans was summarized recently by Mrs.
Louise Haslam, editor of the Canarsie Courier and often head of the local chamber
of commerce.

"Wouldn't you know it," she said. "None of this money from building is being
made by the local people. I guess we just never believed it would happen."

Desperation is the mood of most residents in the Brownsville-East New York
section The vast majority of inhabitants in this predominantly tenement area
would, if they could, gladly follow tens of thousands of others who have gone to
Nassau County and Queens.

Public officials say that apart from low-cost housing projects there has been
little private building in this area since the twenties. Condemned buildings are
not uncommon and many tenements seem ready to have boards hammered across
the windows

In spite of the gloomy future of this neighborhood, hundreds of elderly couples
who had children and grandchildren in this vicinity refuse to sell their neat
brick homes fronted with clipped hedges and magnolia trees. In the evenings,
as they have for many years, they sit on porches or on the sidewalk, reading the
Jewish Daily Forward and discussing world affairs and the influx of new peoples.

Mostly, though, the neighborhood is for the young and vigorous. As they did
25 years ago, youngsters still race through the streets or swim in Betsy Head
Park. The language is still in the loud, heated st3le of the city slum. The
street is till the living room of the tenement.

At the Hebrew Educational Society, a third generation of youngsters plays
basketball in the substreet gymnasium and discusses cultural matters in the
clubrooru At the new Brownsville Boys Club the young fill the swimming pool,
gymnasium and dance floors.
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The change that has overtaken Brownsville-East New York is similar to that
of other sections of the bursting city. This area, still about 80-percent Jewish,
was almost entirely so 25 years ago. During the first 30 years of this century
it drew Jews who wanted something better than the lower East Side of Man-
hattan or the Williamsburg tenements.

25-YEAR DROP IN POPULATION

During the twenties, when the Crown Heights, East Flatbush, and Flatbush
areas expanded, thousands moved from Brownsville to the newer homes. Since
1930 the population has declined steadily.

Negroes began to move into Brownsville during the last 15 years. They left
Harlem and Negro sections of Brooklyn for the same reason that the Jews had
left the lower East Side 25 years before. In recent years several thousand
Puerto Ricans have settled there.

In spite of the increasing poverty of the area and its long reputation as a
breeding place for crime, the Brownsville-East New York section now has the
best record on juvenile delinquency among the 11 poorest areas of the city.

As it was 25 years ago, Pitkin Avenue is still the Fifth Avenue and Broadway
of the section, though it is running down a bit at its western end. Belmont
Avenue is still alive with pushcarts, and on Rockaway Avenue business people
still hawk furniture and cemetery stones.

Most informed observers say the trend in Brownsville-East New York is unmis-
takable. City Councilman Sam Curtis, a lifelong resident of this area, is taking
lessons in Spanish twice a week from a Puerto Rican.

"In 5 years," he says, "10 years at the most, this will be another Harlem."

THE LONG ISLAND CITY AREA

Neighbors Retain Their 1930 Traits, With More Industries, Homes

(By Ira Henry Freeman)

The first ward of Queens-Long Island City, Astoria, and Sunnyside-is today
pretty much what it was in 1930 Only more so, of course, like everything else
in this rapidly growing county.

The changes in this pait of Queens-along the East River and nearest to
Manhattan-in the last generation have been of degree rather than kind. Long
Island City remains an ugly, noisy, grimy heap of small factories, while almost
all of Astoria and Sunnyside consists of a bedroom for family men who work in
Long Island Cit\ or Manhattan Most of the families are in the lower middle-
income group, s7 6 percent living on $3,000 to $5,000 a year.

The growth of the first waid has been evidenced by a rise in population from
219.470 to 266,875 in the last 25 years.

To house the newcomers, 4 public projects and 3 private developments have
been erected, besides many small apartment houses and private homes

TWENTY-FIVE PUBLIC SCHOOLS IN AREA

The children require 25 public schools, of which 1 high school, 2 junior highs,
and 6 elementary schools have been built since 1930. This year, a high school
of aviation trades-aviation is Queens largest single industry-and another
Junior high school will be added.

The number of industrial plants has increased by 50 percent. New river cross-
ings, the Triborough Bridge and Queens-Midtown Tunnel, pour 52 million vehicles
a year through the area in an endless stream and disturb the peace of Calvary
Cemetery.

Thanks to the boom during World War II and since, Long Island City is now
the 10th greatest concentration of light industry in America. In less than
3 square miles, it has 2,400 factories, warehouses, and shops, or 65 percent of all
Queens industries, as compared with 1,700 in 1930.

The diversity of products is bewildering Long Island City turns out bread,
brassieres, and bronze bushings, coffins, candy, and chemicals, house paints,
face paint, food, and poisons, nylon hose, fire hose, and tens of thousand df
other things Since it is connected by rail and road with New England, upper
New York State, and New Jersey, but yet outside the congested heart of Man-
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hattan, Long Island City is an important distribution center for national
concerns.

Newtown Creek, which divides Long Island City from Brooklyn, has become
the busiest waterway for its length (4 miles) in the world. The smelly, viscous
tidal stream last ear floated more than 8 million tons of cargo, mostly oil to and
from the big tanks that stud its banks. Also on the creek, incongruously, stands
the largest live poultry market in the United States.

BRIDGE PLAZA TRAFFIC HUB

Queensboro Bridge Plaza is still the hub of vehicular traffic and rapid transit.
This large, clamorous square is roofed by seven subway lines and walled by
office and loft buildings with banks, beaneres, bars, and work-clothes stores on
the ground floor.

Winrow B. Reed, manager of the Jackson Avenue branch of the Chemical Corn
Exchange Bank, was born in 1894 in a country house where the piers of the
Queensboro Bridge now stand.

"I remember ice skating on Long Pond there and hunting wild birds in
Ravenswood as a boy," Mr Reed recalls. "Now it's worth your life to try to
walk across Queens Plaza."

This year, more than 37 million trucks, buses, and cars will rumble through
the plaza and over the bridge. The ferries to 34th and 92d Streets are long since
gone In 1931, an upper roadway was added to the bridge, which was built in
1909. Last 3'une 13 the department of public works conti acted for 2 more lanes
on the upper deck at a cost of $9,500,000.
Construction Coordinator Robert Moses, Borough President James A. Lundy,

and others have proposed a $21 million industrial redevelopment of 6 square
blocks immediately south of the plaza. Under title I of the National Housing
Act, the city and Federal Governments would acquire the land by condemnation
and resell it to private interests for construction of modern commercial and
industrial buildings.

Not to be outdone, the Queens Borough Chamber of Commerce has come up with
a Zeckendorfian scheme for relieving vehicular and rapid-transit congestion at
the bridge plaza

The chamber would put a roof over the Sunnyside yards The largest pas-
senger rail yards in the world, they are 11/ miles long by a quarter mile wide
and contain 99 tracks capable of storing 1.100 cars. Above the yards the cham-
ber envisions a kind of super Grand Cential Terminal for the IRT, BMT, and
IND subways, the Pennsylvania, Long Island, and New York, New Haven &
Hartford Railroads and boroughwide and long-distan e bus lines.

There would be room, also, for a television studio center, a convention hall,
a sports arena tripling Madison Square Garden in size, hotels, restaurants, the-
aters, shops, and offices.

The sports arena idea recalls Madison Square Garden Bowl on the northern
rim of the Sunnyside Yards, where Primo Carnera won the heavyweight box-
ing crown from Jack Sharkey in 1933 During World War II, the real estate
was converted to an Army post office, which it remains to this day.

All Manhattan-bound vehicles used to barge through the bridge plaza and over
Queensboro Bridge. Trucks still prefer the toll-free span, but lighter cars now
have been diverted to the Triborough Bridge and Queens-Midtown Tunnel.

Triborough Bridge, which links Astoia with Harlem and the Bronx via
Randalls and Wards Islands, was opened in 1936. The first year saw 15 mil-
hon cars use it. contrasted with 38 million in 1954

The Queens-Alidtown Tunnel, opened in 1940, affords better access to the heart
of Manhattan Last year, 14 million cars weie clocked through it. The Queens-
Midtown Expressway, the easterly approach to the tunnel, was opened as far
as Maurice Avenue, Sunnyside, early last spring.

The Brooklyn-Queens Expressway, which links approaches to the tunnel with
those to the Triborough Bridge, is all built except for 2 miles between St. li-
chael's and Mount Zion Cemeteries. However, this missing link is not scheduled
for completion until 1958.

A $22 million improvement in rapid transit will be completed by the end of
this year This will be a line feeding IND subway trains from Queens Plaza
into the BMT tunnels under the East River at the foot of 60th Street The
IND, BMT, and IRT systems radiate from the plaza to Brooklyn, Queens, and
Manhattan.

68692-55--t 1- 20
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The first public housing project in the first ward was Queensbridge, finished
in 1940 Its 96 red-brick buildings stand amid neat parks along the East River
at a point just north of the Queensboro Bridge and look across at the white mono-
liths of New York Hospital

N. J Oswell, manager, says there are more Negroes and Puerto Ricans among
the 10,500 tenants nowadays. He never has a vacancy long.

Astoria's population has grown from 117,664 in 1930 to an estimated 145,-
317 in 1955 Of the 47,405 increase in the first ward during that period, 27,653
was in Astoria alone.

Astoria Houses contributed nearly 5,000 persons to the rise when its 1,104
apartments were opened in 1951. Like Queensbridge, Astoria Houses are a
subsidized, low-rent project. They occupy a waterfront corner where the East
River joins Long Island Sound-just a little north of the Triborough Bridge.

Between Long Island City and Astoria, inland, Ravenswood Houses, for 2,166
families, and Queensvlew, for 730 families, were erected in 1951. Ravenswood is
a public, middle-rent project, while the other is a private cooperative.

The biggest private housing development in Astoria is Marine Terrace, built
in 1948 It takes in 4 square blocks on Shore Boulevard and has 1,388 garden
apartments.

This and much more home building on vacant land, particularly since World
War II, helped to enlarge from 2 to 6 blocks the retail shopping center along
Steinway Street.

"We have stores of all the citywide chains of food, clothing, drug, and gen-
eral merchandise companies now," boasts Edward Dangler, real-estate broker
there since 1916. "Commercial property rents for as much as $500 per front
foot per year in the heart of Steinway Street. The Steinway station of the IND
takes in 3,500,000 one-way fares per year."

UTILITY IS EXPANDING

Beyond the residential area, on the north shore of Astoria, the Consolidated
Edison Co. is doubling the power of its generating plant. The first unit was set
up there in 1953. By 1958, the Astoria plant, turning out 664,000 kilowatts, will
be the largest in the Edison system and will supply much more than Astoria
alone.

Nearby the city is building a $40 million addition to the Bowery Bay sewage
treatment plant. When the plant is finished in 1957, it will intercept sewage
from a huge area of northern Queens, tripling the capacity of the original plant
built in 1942.

Besides the great rail yards, Sunnyside is known for its garden apartments.
The biggest developments to be built here since 1930 are Woodside Houses, a
public, middle-rent project for 5,000 tenants, and Boulevard Gardens, a limited-
dividend, private project for 956 families. They were constructed in 1949 and
1935, respectively.

In the depressed thirties, 60 percent of the original buyers of small homes in
the 70-acre Sunnyside Gardens (opened in 1924) were evicted after foreclosure,
despite riotous opposition. All is peaceful there today.

NORTH SHORE-CENTRAL QUEENS

A World of Tomorrow Is Taking Shape in "Fastest Growing" Area

By George Barrett

Only yesterday, in terms of eventful time, the North Shore-Central section of
Queens provided a fanciful glimpse into the world of tomorrow Sixteen years
later the same Queens has shaped the dream projections of the World's Fair
into reality: compact communities, multilevel sky lanes, and traffic torrents
steaming through spiderweb patterns of concrete arteries.

To the 30 communities that make up most of residential Queens, the last
quarter century has brought phenomenal growth. On ash dumps and meadows
and country-club terraces great developments and small developments have
sprouted in brick-and-steel profusion. Most of the mushrooming in mortar has
occurred during the last few years.

Lying in the path of the exodus from her seam-bursting sister boroughs,
cradled between two of the Nation's major airports, the Little Neck-Rosedale-
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East Elmhurst compound of communities has earned for Queens her crown as
the city's fastest growing borough. Boosters say more. They call Queens the
Nation's fastest growing county.

"BOROUGH OF HOMES"

Along the sun-baked cement highways emigrees from Manhattan, Brooklyn.
and the Bronx are moving by droves into paint-wet developments of the "borough
of homes." Much of the shade of the North Shore-Central section disappeared
with the uprooted trees, and life for the new residents is at first an eye-burning
succession of images.

Consequently the uncluttered futurama-come-to-life comparison can be over-
drawn. Cars still pile up on the graceful network of smooth highways. Deso-
late, undeveloped patches and even marshlands prompt skeptical second looks at
a map to be sure the metropolis is still there But the pattern of utilitarian com-
munities abutting on an efficient crisscross of highways is discernible in central
Queens perhaps more easily than in any other section of the city.

Once described as the "cornfields of Queens" by a mayor who saw no point in
constructing a subway spur so far into the wilds, the central and northern parts
of the borough have witnessed a population upsurge of 100 percent in the last
25 years.- The total in the area now is about 1.050,000, and the experts predict
a 12- to 15-percent growth in the next 2 decades.

Though many residents would scoff at the suggestion, they are among the
country's earliest air-age dwellers. Since La Guardia Airport opened 16 years
ago and New York International Airport at Idlewild began operations 7 years
ago, Queens has become an air crossroads of the world Aviation, with its
$94,801,000 in annual salaries, is the borough's biggest industry.

AIRLINERS ARE COMMONPLACE

Low-flying planes not so long ago provoked irritation or fear, but the roar
of triple-tailed Constellations and double-decked Boeings (a plane lands or
takes off at La Guardia every 3 minutes) apparently becomes a nuisance only
when a favorite television program is drowned out

No North Shore youngster would look up now at anything less than a Pogo
XFY1. A matron living in Jackson Heights says she doesn't notice the planes
any more, but she does wish sometimes that the "big ones would stop changing
gears right over my house." Even 15 years ago a housing development in Wood-
side was giving its location not in miles from Manhattan but in hours from
London.

S-55 helicopters flail their air-taxi routes between the two airports; pert-
capped plane hostesses and stripe-sleeved pilots wear their tired commuter ex-
pressions as they leave their 2- and 3-room flats in Jackson Heights, Forest Hills,
and Kew Gardens.

A 40-room air travelers' hotel, each room soundproofed, has just been opened
next to La Guardia Airport, providing special rates for between-flight guests and
a restaurant and snack bar open 20 hours a day.

It is the transit network on and under the ground, however, that has given
the North Shore-Central section of Queens its great impetus. Much of the traffic
into Queens is not so much for Queens as by way of Queens, as motorists seek
swifter access to Long Island or other areas But Queens keeps its full share.

In 1928 the Main Street, Flushing, spur of the IRT and BMT was opened,
and 5 years later the IND line to Jackson Heights joined in the great haul to the
wide-open spaces. The IND was extended to Kew Gardens in 1936 and, the
next year, to Jamaica. The rush to Queens was on.

In about the same period the intricate network of bridges, tunnels, and park-
ways that connect Queens to the outside provinces was growing swiftly out of
the girder-steering, sandhog and bulldozer stages Following the opening of the
Triborough Bridge in 1936 came the Marine Parkway Bridge a year later, and in
1939 the Bronx-Whitestone Bridge and the rebuilding of the Cross Bay Bridge.
The next year the Queens-Midtown Tunnel provided another traffic channel.

Already the Bronx-Whitestone cannot handle its travel burden.
A $93 million Throgs Neck Bridge has been planned for a site about 1 mile

upstream. A $24 million Midtown Highway connecting Queens Midtown Tunnel
to Queens Boulevard is under construction, as is the $45 million Horace Harding
Expressway.
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Little more than memory is left of the older sections, the stately homes, the
private beaches that gave social tone to the North Shore. The days of the 250-
foot steam yacht are gone, now there is what the yacht brokers call the poor
man's yacht, tile launch, small cruiser, outboard There is no moaning, because
more people have more boats, but there is an occasional cluck-clucking among
venerable yachtsmen at tie passing of craft such as J. P. Morgan's Corsair and
Cyrus Curtis' Lyndosia.

Not all of Queens' stately past is gone Flushing's 300-year-old Bowne House
still stands; it was there that a group of freeholders defied Gov. Peter Stuy-
vesant's ban against Quaker meetings and announced they would welcome
Quakers and any "sons of Adam who come in love among us." John Bowne was
punished for his temerity, but he won his fight.

The area saw another experiment in equality only 7 years ago. In a place the
Indians called Cha-meken, updated now to Jamaica, the United Nations housed
500 families from more than 50 nations-all religions, all races, all colors, all
political concepts-in Paikway Village. The people got along fine. Many are
still theie, although about half have returned to their own countries or found
homes more convenient to the world agency's Manhattan headquarters.

The sounds of the saw and hammer have not been stilled for several years in
this booming area of Queens To modern living Jackson Heights has offered the
successful experiment of middle-income garden apartments, as well as the push-
button elevator. In Bellerose, where a few years ago only a few streets had been
cut through and wild flowers were for the taking, the two-story garden apart-
ment dwellings weie put up on a big scale. That pattern has been widely
reproduced.

With the bulk of the area's population in the middle-income brackets (69 per-
cent earns between $3,000 and $5,000) and 30 percent in the upper, or $5,000-
plus, level, most of the big housing projects have been privately developed for
the middle- to high-income families. Nearly 30,000 persons have reported in-
comes of more than $7,500, and most of these had incomes totaling more than
$10,000

Typical of the developments now going up is the $50 million project totaling
4,000 apartments in 18 buildings in Forest Hills North Described as the largest
privately sponsored development in the country, Park City is renting for a little
less than $3, a room, and all of the 2- to 4-room apartments in the first 6 build-
ings scheduled to be completed next November have already been rented

On the other side of the tracks, in Forest Hills proper, centering on the English
Tudor inn and station, the exclusive large-home character has been preserved.
The lawns have not been broken down to stamp size, and the quality of tennis-
the world's best-is undiminished.

The mass construction in much of the North Shore-Central area has spoiled
what was once a small-fry paradise. Corner lots and meadows where sandlot
ball games were played ha e disappeared beneath brick and concrete or parked
cars. But the new developments are more and more meeting the needs of the
youngsters, with special play areas, and the whole of Queens abounds in huge
parks.

The influx of youngsters has added a $1. million item in this year's Queens
budget just for new grade schools, and several $7 million high schools have just
been built or are proposed.

Samples of the construction that can be seen, in addition to the housing devel-
opments and highway implo ements, are these projects in far-separated spots of
the North Shore-Central region:

The fi st Gothic graystone unit in the $25 million project of St. John's Uni-
versity at Flushing-Hillcrest. The liberal arts building, the first of 13 buildings
planned foi the Queens division of the school, will open in September with 1,670
students.

The $13,800,000 Cmllinal Courts Building at the Queens municipal center in
Kew Gardens

The $2;l million Elmhurst Geneial Hospital, slated for completion early next
year, and a $5 million annex opening at Queens General Hospital in 1957.

The region has gone through a major upheaval, and changes come so quickly
that residents of a year's standing are comparative oldsters in their communities.
But nobody has lost his selle of perspective, with all the advances toward highly
utilitarian towns and the construction of swift routes of access to each other and
beyond.

With their adaptation of some of the bright-chrome concepts of the world of
tomorrow into today living, the residents of the North Shore-Central region of
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Queens still made sensibly sure that Normal Road was plated nowhere near a
community called Utopia.

GAPS IN QUEENS ARE FILLING UP

In Idlewild Area Future Is Mot Dramatically Close to Present

(By Milton Bracker)

The spaces are filling up. That is the story of southern Queens as it has un-
folded over the last 2. years.

It applies to the last gaps between houses in Woodhaven, Richmond Hill, and
Ozone Park, to the land cleared for public housing in South Jamaica and to the
private beach colony tipping Rockaway Point

Most dramatically, it applies to the sandy stretches around New York Inter-
national Airport at Idlewild. For while current operations-more than 100,000
flights and nearly 3 million passengers in 19)54-developed in only 7 years, the im-
print of the future is already visible on the still naked ground near by.

The imprint-as if the foot of an unseen cubistic monster had set itself down
long enough to depress and darken the till-is unmistakable from the crystal over-
look of the airport control tower.

FUTURE CLOSE TO PRESENT

Actually, the angular impression marks where tons of sand have been excavated
for use as "surcharge" or preweighting on the foundation sites of other new units
in the area But the digging followed the exact lines of the base of the Inter-
national Arrival Building. This will be the heart of the $60 million passenger
terminal, to be completed in 1957 Thus, at Idlewild today, it is difficult not to
be aware of how close the future is to the present

At the same time, changes in southern Queens since 1930 have by no means
obliterated the past

For example, in Ozone Park-an easy drive from the airport on the new Van
Wyck Expressway-Frank and Tony Cuomo still run their truck farm. It is
bounded on one side by the Aqueduct race track and on the other by a row of
homes which, in effect, have the Cuomos' 35 acres as a backyard garden.

And nearer the Brooklyn line, the Balsam family still runs a 55-year-old dairy
farm, where 200 Holsteins and Guernseys and at least 1 brown Swiss perform
the timeless function of their breed Only the temporarily indisposed cow ever
gets out to pasture; that is, to a little open enclosure beyond the master barn,
where she may be seen by startled passers-bv

In the thriving business center of Jamaica, past, present and future are in-
extricably intermingled The First Presbyterian Church, built in 1662, is a
block from Jamaica Avenue, where the frontage rental, according to the cham-
ber of commerce, is now $2,000 a foot.

INtERSECTING BUSINESS ARTERY

The last 25 years have brought an intersection business artery to Jamaica. It
is 165th Street. which giew up around a modern bus terminal. Since 1947, it
has housed a branch of Macy's a block through.

The old county courthouse was replaced by a massive stone structure in 1939,
while the Gertz store-in 1911 a tiny groundfloor enterprise at the base of a
dingy clapboard house-has grown into a veritable 7-story mountain, the domi-
nant single landmark on Jamaica Avenue.

While shoppeit from all over Queens and Nassau have been pouring an esti-
mated $300 million to $400 million into the Jamaica retail center annually, the
conimunit3 itself has been adjusting to population changes.

As elsewhere in the Borough, the overall trend has been eastward. "They
moved out on the island," Jamaicans will say, ignoring (like countless Brook-
lynites) that they, too, live on Long Island. But, in general, the shift has been
of families in Brooklyn and southern Queens out to Nassau Some of them have
returned, in a sort of minor reversal of the tide. But for the most part their
places around Jamaica have been taken y newcomers from Manhattan and the
Bronx

Thus, South Jamaica has steadily developed a Negro community of perhaps
40,000. For large numbers of its members, living has been improved by a series
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of housing projects More new housing-and controversy with it-are in
prospect

The New York City Housing Authority completed the unit called South
Jamaica I in 1940 South Jamaica II followed last year. They have 1,048 apart-
ments between them. There is also Meirick Park Gardens, a private cooperative
for interracial tenants, dating to 1952.

NEW HOUSING APPROVED

Most recently, the city planning commission approved the earliest stages of
plans for new low- and middle-income housing in the Baisley Park-Locust Manor
section This brought vociferous protest from civic groups in the area. A
19-word excerpt from remarks by Louis Childs, president of the Baisley Park
Community League, shows up the kind of timeless stress and tension that have
been exposed in Jamaica by population shifts.

"We have no juvenile delinquency now, no burglaries and no assaults," Mr.
Childs exclaimed at city hall. "Are these what you are bringing us now?"

But more housing is definitely in store for South Jamaica. It is a reasonable
possibility that, before long, the dusty sprawl of the Jamaica race track will
house humans rather than thoroughbreds and that the most familiar sounds will
be the gossip of the kitchen and the chatter of the doorstep, rather than the
roars and groans of those who still think you can beat the horses.

For under the $100 million supertrack plan announced last September, the 52-
year-old Jamaica track would be razed At the same time, Aqueduct would be
kept in reserve, and possibly rebuilt. The patient brothers who farm the ad-
joining soil, which they rent from the Queens County Jockey Club, have already
seen their swings of lettuce, cauliflower, spinach, and fennel shrink as Aqueduct
increased its parking space.

"Once it was 90 acres," Frank Cuomo said softly. He was perched on his idling
tractor, surveying a delicate row of new tomatoes. "Next time, we'll have to go."

SUBWAY EXTENSIONS VITAL

No development in southern Queens over the last 25 years was more important
than the continuance of the Independent subway from Kew Gardens to Jamaica
in 1937. And no change is immediately more tangible than the extension of
the IND from Brooklyn across Jamaica Bay to the Rockaways.

Not only has the underground "gone to sea." as the transit authority likes
to put it. The geography and ecology of 18,000 marine acres are being altered.
The construction already has added two islands to those clotting the bay and
the very balance of nature is being readjusted.

For the subway project has brought an end to The Raunt, a once fashionable
salt-water community right in the middle of the bay. The last resident, Mrs.
Agnes Rafferty, rowed away last October. Most of the Raunters have resettled
in nearby Howard Beach or Broad Channel, where they can still smell the
water

But with the ending of human habitation on The Raunt came an accent on the
new proliferation of life in Jamaica Bay. Eelgrass is thriving, black crown heron
are incubating, and snowy egrets, last seen nesting here at the turn of the
century, have winged their way back to the metropolitan area.

Many steps, including long-range pollution control, have made possible the
conversion of the bay into a recreational area and a sanctuary for living things.
For the parks department is, in effect, establishing a manmade Galapagos
within the intimate borders of a great city.

The subway crossing will replace the old Long Island Railroad trestle, which
is serving as a sort of backbone for the line. As you drive along the bay now
the steel arms of cranes and dredges jut into the sky like symbols of the $8,500,000
deal under which the city acquired the route.

LONGER RIDE IN OFFING

Beginning next summer, that same familiar subway token will take the pas-
senger beyond the present Euclid Avenue terminal of the A train and out
across the bay to the Rockaway Peninsula. Here the line will split, one spur going
east to Far Rockaway (which the Long Island continues to serve via Jamaica)
and the other west to Rockaway Park.

Just what the influx of subway riders will mean to the Rockaways is a matter
of discussion along the beach and in the jangly cross streets of the peninsula.
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The Rockaways are used to change, and not always for the best. In the coldest
business terms, some property owners are inclined to feel that people who can
spend only 15 cents to get to the resort are not likely to spend enough when they
get there to Ievitalize the economy.

But there are others who urge that the Rockaways should forget the era when
society leaders came by stagecoach from the Brooklyn ferry landing; forget the
vanished hotels, like the Marine Pavilion and the Ocean House, and forget, for
that matter, the disastrous land boom of 1925. Rockaway, according to this
view, must recognize that it was destined to be an integral part of a city far
greater than itself. And in terms of 1936, that means not weekend guests in
leisurely inns but, apart from attracting seasonal residents, catering to the
thousands and thousands of other residents of that city to whom the new subway
link will be an adventure and a boon.

The population of the Rockaways has increased 80 percent since the thirties.
As in so many parts of the city, the most obvious change has been in housing.
The city housing authority opened Arverne Houses in 1951. Redfern in 1953, and
Hammel last spring. All you have to do is look at pictures of the slums they
replaced to know how badly they were needed.

There has arisen also the private year-round development known as Wave
Crest Gardens, while new slum clearance, under varying auspices, already has
been announced.

Rockaway still has a sort of ticktacktoe pattern of fine homes in the Bayswater
section A few old-time mansions along Seagirt Boulevard suggest the faded
grandeur of Deal, N J. But to one who does not know it well, Rockaway is
likely to seem like a poor man's Miami Beach. In other terms, it is a sort of
problem child-perhaps a maladjusted orphan in between adoptions.

This equivocal state applies in a limited sense to the Neponsit area, just below
Rockaway Park. It is here that Robert Moses is leading a fight to add the site
of the unused Neponsit Beach Hospital to the Rlis Park development immediately
adjoining to the west. Mr. Moses lost the first round of this dispute in the board
of estimate to opponents headed by Contioller Lawrence E. Gerosa But public
opinion has been building up behind Mr. Moses, who has alleged that some "ex-
traordinary shenanigans" figure in the move to sell the site. The fight is not
over.

Riis Park, developed largely during the thirties, although it was named for
Jacob Riis back in 1915, already bears Mr. Moses' uncanny trademark It is a
perfect example of the kind of thing the natural geography of the peninsula
suited it for, under proper development and maintenance. A day at Riis, under
parks department supervision, is a joy.

As one moves toward the very tip of the Rockaways, only the Coast Guard
station and Fort Tilden intervene between Rils Park and the Rockaway Point
development, often called Breezy Point

This is a wholly private summer colony. It has 2,700 homes now, as against
1,593 in 1928. Thus, even on the most remote tip of the improbable geography of
southern Queens, the lesson of 25 years holds true: The space, like the lower
half of any hour glass, is inexorably filling up

STATEN ISLAND AWAITS BRIDGE

Once Semirural Area Is Awakening to Era of Urban Growth

By George Home

Staten Island is the city's borough of paradox.
It yearns for progress, yet, being insular, it shrinks from the invasion of

strangers. Predominantly an isle of homes, it has residences that run the gamut
from ancient clapboard and gingerbread to modern lawn-set mansions.

Alienated from the rest of the great metropolis by bay waters, small town
in character, bucolic along much of its 36,000 acres, ranking among the top
half-dozen cities in the country in per capita income, the Borough of Richmond
has changed relatively little in the last 25 years.

The most striking thing the quarter century has done to the island commu-
nity was to lead it, hesitant and reluctant, to the threshold of a new era of
development and great promise.

For the islanders, the gulf between a sylvan past and bustling tomorrow will
be spanned by the same $220 million Narrows Bridge that is proposed as a link
between Staten Island and Brooklyn.
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In 1930 the population of the "baby" borough was 158,000 Last year it was
210,000 The rate of population increase in the last few years was 4.4 percent,
more than twice that of the rest of the city.

BURGEONING OF NEW HOMES

Vast private housing and public construction programs are in prospect. Half
of the island's 57 square miles is undeveloped. Of all the city's areas remain-
ing to be developed, 60 percent lies in the island's meadows and on her wooded
hills.

Property values are already rising and acres of land that 5 years ago were
*distant and unimproved are blossoming with new homes, almost all of which
have been privately built, as distinguished from the development type of hous-
ing project.

Some of the building is on subdivided former farmland A few years ago
there were 35 farms covering 485 acres. There are only about 25 now. Devel-
opment lure and blighting fumes wafting across from fast-growing New Jersey
industrial sites have conspired to diminish agricultural enterprise.

New people are coming to the island. It has always had a large population
of Italian descent, centering chiefly in the South Shore section from Rosebank
to South Beach Scandinavians gravitate to Westerleigh, or southward down
the island in Eltingville or Huguenot. There is a German area in Stapleton.
Now a new Puerto Rican neighborhood is springing up around Mariners Harbor
on the Kill van Kull.

In connection with the proposed Narrows Bridge, major connecting arterial
thoroughfares of the parkway type are being mapped They will cost $90 mil-
lion. Additional access highways will also be necessary. The entire plan is
massive in concept-to match the dreams of planners for the future years. The
most optimistic are predicting a population of 700,000 by 1975, but more con-
servative residents forecast slower development, envisioning a maximum of
450.000 20 years from now.

WHAT OTHER FOLKS DON'T KNOW

To some extent, the predictions of the island residents are flavored with hope.
They traditionally remark that the average New York cousin is abysmally igno-
rant of the city's most beautiful borough and thinks of Staten Island as one
more little knoll rising out of the waters of the bay, like Bedloe Island

Most of the other New Yorkers have never been to the island, despite its world-
famous 5-cent ferry ride, a journey known for scenic offerings and pleasant
atmosphere. Those commuters who struggle for an hour or 90 minutes into
Long Island or northward into Westchester or Connecticut look down their noses
at the imagined difficulties of getting to Staten Island But many of the 40,000
Richmond commuters work in the lower Manhattan area and walk to the ferry,
reaching home in 45 or 50 minutes. And the ferries run all night

The average New Yorker knows nothing of the island's lovely parks and drives,
its beautiful residential areas and wooded hills-"the highest land on the coast
from Maine to Florida." And Richmond residents, on the whole, have been
content to leave it that way. Many viewed the final and terrible truth of the
Narrows Bridge as the western Indians must have gazed on the first invading
wagon train

The island's per capita income is $1,913. Ninety-three percent of the resi-
dents live in private dwellings and three-fourths of them own their homes. In
recent years 5 public housing projects were completed, at a cost of $28 million,
providing 2,397 dwelling units.

Virtually all new construction in the last two decades has been residential,
with industrial or commercial building centering on small shops and a few
chainstores. The assessed valuation of real estate in 1954 was $358,514,615.
Last yeai. city records show, there were 773 new residential structures valued
at $9,059,690 All but about 60 were 1-family homes.

The island's industrial life has not kept pace with residential growth, but a
new drive for business is meeting with some success. The largest single employer
is Proctei & Gamble, maker of detergent and edible products. The oil companies,
on busy Arthur Kill facing New Jersey (one of the busiest waterways in the
harbor area), are important to the island. The shipyards, repair shops, a
dental-products factory, chemical plants, and a plasterboard plant are other basic
employers
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As a port, the island's shoreline on the Narrows is in the doldrums. Ships by
the hundred, pass from the quarantine station at Rosebank, but they don't stop.
The terminal warehouse properties on the waterfront are still busy, but the
majority of deepwater piers are idle Except for two in use by the "Free Port,"
every city-owned dock available for commercial use is looking for a customer.
The new bridge should revive this facet of industry.

The coming expansion will pose many difficult problems. The island needs
new schools and more hospitals. The engineering and planning offices in
Borough Hall, under Borough President Albert V. Maniscaleo, are humming
with activity in anticipation of these and other needs. Chief among the obstacles
to orderly expansion are transport and the sewer problem. Both lag behind
today's level of expansion

Highways are inadequate and off-street parking areas simply aren't there.
The city bus system carried 33,635,000 fares last year and lost $2 million In
the last 25 years passenger volume on the electric rapid transit system fell from
14,783,000 to 4 million a year, owing for the most part to the developing island-
wide bus system.

The three port authority bridges to New Jersey, opened between 1928 and 1931,
accommodated 8 million vehicles in 1954 The privately run ferry to 69th Street,
Brooklyn, handles about 2 million vehicles annually and the city ferry between
Manhattan and the magnificent new $21 million terminal in St. George carried
another 1,500.000 cars and trucks last year.

Viewed in the aggregate, this volume of traffic gives the impression that Staten
Island is merely a juncture on a vast turnpike over which Atlantic coast traffic
rolls in a constant stream To some extent this is true, and the coming bridge
and expressway network, while multiplying the volume many times, will also
take the through traffic otf the old and inadequate local streets

One minor traffic mystery involves the pedestrian passenger volume on the
New York-St George route. Last year it carried 22,428,517 fares. This repre-
sents a reduction of more than 6 million passengers since 1930

One explanation of the decline may be the lost summer beach business A
generation ago South Beach was a mecca for summer visitors, but pollution
in harbor waters ruined it. New sewage treatment plants are solving this prob-
lem and there is now in progress an $8 million South Beach improvement project
that will rival anything in the metropolitan area.

The sanitary system itself is being slowly expanded on the island, but against
extraordinary obstacles Much undersurface rock makes sewers expensive On
the other hand, shale and clay in many areas hamper the construction of septic
tanks and cesspool drainage beds, making them very costly. Only a third of the
island has sewers, but the population is concentrated along the noith and east
shores, hence roughly 70 percent of the homes are served by the system.

In these and other problems the borough is getting ready cooperation and
encouragement from City Hall. Mayor Wagner has devoted a great deal of atten-
tion to the island and is interested in its park, school, and transport problems.
He is deeply concerned in the plan to reconstruct the old village of Richmond-
town as a historical site on the style of Williamsburg, Va He told the Richmond
people recently that he saw the infinite possibilities in the borough and wanted
to see it flower into "the Westehester of New York City "

To the islander viewing the parent city across the bay, this all seems to
represent "a new look " Staten Island feels that at long last it has been pio-
moted from its traditional role as the city's stepchild.

To WESTCHESTER AND FAIRFIELD

Hinterlands to the North Get Big Office and Shopping Centers

By Merrill Folsom

The procession of big office and shopping centers into the commuters' hinter-
lands on the northern fringe of Metropolitan New York has grown from a straggly
creep into a bandwagon parade.

The trend has converted some hitherto inviolate "bedroom" regions of West-
chester County, N. Y., and its neighbor, Fairfield County, Conn., into front-office
districts for corporations from Gotham

To meet the housekeeping needs of the old and the new populations, markets
have sprouted on the meadows.
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Impacts are especially apparent in the southern half of Westchester's 448
square miles and in some transit centers of Fairfield's 633 square miles.

Commuters' heavens elsewhere in the two counties are flirting with commerce
Most hope to get some business that has chateau decor and aroma, will pay big
taxes and demand few services Tax officials and residents often are split on
whether they see in this a white hope or a white elephant.

Commerce generally has won by compromise And top bankers and peripatetic
planners feel the surface has barely been scratched, compared with what is to
come.

CHANGE IN TAXATION

Business is paying a constantly increasing proportion of the taxes At White
Plains the trade share has risen from 44.26 percent to 47.43 percent in the last
8 years.

Welcoming to that city a new multimillion-dollar telephone center, the mayor
remarked: "The man you see running around here with a tapeline is not the
assessor," and then quipped gleefully, "He's the assistant assessor "

But towns such as Scarsdale and Greenwich have tightened their zoning belts
to exclude look-alike houses on small lots and industries that might threaten
bucolic bliss. Scarsdale has just one industry-a lumber yard-and Greenwich
has granted only minimum zoning variances for King Street estates that face a
noisy airport.

While outmoded estates were being carved into corporate office centers and
college campuses, lot-size requirements for homes were increased. The old-
fashioned 5,000 square feet for a house have grown to 7,500 and 10,000 Half-
acre plots have been rezoned to an acie, 2-acre plots to 4 acres Stringent rules
against smudgy factories and "incubator" houses that will not pay adequate
taxes are the vogue.

Planners call this sanity, not snobbery. They say they are laying the legend
that suburban growth must necessarily mean "Bronxification."

The avant-guardists in such zoning have entered untrodden legal fields Hugh
R. Pomeroy, Westchester planning director, believes the communities have
achieved zoning progress by risking court reversals that a city the size of New
York would not chance

PATCHWORK QUILT

The result of all factors is a geopolitical patchwork quilt extending from the
Hudson to the Housatonic. Alternating islands of homes and business reach the
periphery of the commuter zone. Interspersed are 78 country clubs, long rows
of beach resorts, lakes, estates, reservoirs, parklands up to 4,100 acres each

Off-street metered parking, originated in White Plains, has spread to many
communities and some station plazas. Churches have doubled their services
and built new wings. Schools costing $1 million to $6 million each are new,
but classroom shortages still exist. Sewage plant modernization has been
started at a cost of $25 million to reduce waterfront pollution.

Pay-as-you-go policies born in the depression are adhered to usually, except
in school and sanitation projects Greenwich recently became debt free, but few
others have fully succeeded.

In all, 109 corporations have taken a look at this picture in the last 18 months
and decided to build or expand big offices and plants in Westchester alone.
Additional jobs will total 21,000.

The latest arrival is the International Business Machines Corp., which bought
a 432-acre estate straddling the Westchester-Fairfield boundary just north of
Kensico Reservoir The manner in which opposition from neighbors was over-
come followed a new pattern. A special zone for office and laboratory buildings
was created. The corporation received permission to build campus-type struc-
tures on 10 percent of each landscaped plot, provided it supplied its own roads,
parking. and special services.

CROSS COUNTY CENTER

Westchester is getting an unusual development on the Hudson Just south of
Peekskill, Consolidated Edison will build for $55 nmllion the first atomic energy
plant for generating electricity.

Yonkers' employment and taxes are benefiting from the $30 million Cross
County Center. The city expects another $313,000 in taxes from Yonkers
Raceway this year, although neighbors are unhappy about the track's bedlam.
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But in Tarrytown's Sleepy Hollow the tax ascendancy is the greatest The
:New York Throughway and its $60 million Hudson bridge, "gateway to West-
chester." are luring so much new business that the local tax base is up 35
percent. New arrivals are a $1 million training school, a $8 million laboratory,
a $3,500,000 apartment house, a $2 million shopping center and the first luxury
motel of its kind.

New Rochelle expects similar impacts from the New England Throughway,
but they have not yet taken shape This artery, when completed through Fair-
field in 3 years, should revitalize the industry of Bridgeport, Norwalk, and
fringe areas.

A Stamford manufacturer reports that since moving from New York his
'employees have ceased to be "job hoppers." Since settling on 46 acres in
White Plains last year, the General Foods headquarters has faced sporadic
union attempts to organize its 1,300 employees All have failed. This com-
pany reports that in the suburbs it finds 1 applicant in 4 suitable for employ-
ment, whereas in New York the ratio was 1 in 10.

Stamford has made history with its Ridgeway Shopping Center An acri-
monious battle preceded the opening of $6,700,000 of stores in 1946. Now 86
percent of the neighbors approve the center. Property values are up and Stam-
ford benefits $69,000 a year.

MAGAZINE MOVE IN 1937

The Reader's Digest offices in a residential area near Chappaqua also made
history. Opened in 1937 after opposition, the building now has severe critics
among only 6 percent of the neighbors. Taxes of $50,417 a year are paid by the
magazine.

Connecticut communities along the throughway are eying these developments.
Symbolic of the future may be Stratford's $7 million Sikorsky helicopter plant,
and $1 million Shakespeare Festival Theater

Westchester, established by the British in 1683, originally embraced much of
Fairfield and the Bronx. The northern part of Westchester had more popula-
tion 150 years ago than the southern part. Now it has only 5 percent. The
railroads, just a century old, brought the change.

Twenty-five years ago modern Westchester was cast by the advent of its
motor parkways, first in the world Fairfield grew with the opening of its
Merritt Parkway in 1938 Country estates for the carriage trade became out-
numbered by homes of junior executives and professional workers

More parkway extensions, the New York and the New England Throughways.
plentiful automobiles, and new economic standards now are slowly increasing
the population.

In 1930 Westchester's population was 520,947 By 1950 it had risen to 625,816,
and last year it reached 683,400, including 40,000 Negroes who had come from
the South largely in the depression years

FORECAST FOR 1980

A new tabulation by the Westchester Planning Department, places today's
population at 723,350 The department expects the figure to reach 1 million
'by 1980. Ardsley currently leads in growth with a 103 percent increase since
1950. New Rochelle heads the cities with a 23 percent rise in 5 years

Fairfield County had 386,702 residents in 1930. By 1950 the figure was
504,342. Last year it reached 561,000, including 17,000 Negroes. The Con-
necticut Development Commission says the total will reach 808,000 in 1975

Claiming more income together than any 1 of 24 States, Westchester and
Fairfield are in the top brackets among the 3,007 counties of the Nation. Of
the Westchester breadwinners, 27 percent earn up to $3,000 a year, 30 percent
get $3,000 to $5.000; 17 percent obtain $5,000 to $7,500, and 26 percent receive
more than $7,500. Twenty-five thousand persons get more than $10,000

In Fairfield 36 percent are paid less than $3,000 a year. 38 percent are in the
$3,000-$5,000 bracket. 9 percent get $5,000 to $7,500, and 17 percent exceed
$7,500. Fourteen thousand receive more than $10,000

Housing for the middle class is keeping pace Of the new houses, 10.3 per-
cent are in the $10,000-$15,000 range, 251 percent cost $15,000 to $18,000,
and most of the others are under $30,000 This is a far cry from the $300,000
to $2 million baronial estates developed between 1880 and 1925.
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In the burgeoning Caudlewood Lake area of Danbuiy the house-cost trend
is upward. Summer bungalows are giving way to year-round homes. And
a new resort lake is forming above a power company's dam near by.

Slum cleaience is a pet of a potent minority. Fairfield's Stamford, Danbury,
Darien, and Blidgeport have housing authorities. So do Westchester's Mount
Vernon, New Rochelle. White Plains, Peekskill, Port Chester, Tarrytown,
Yonkers. and Tuckahoe

There is still room for all varietie of growth. In Fairfield 72 square miles
are suitable for improvement. Westchester has 170 square miles awaiting
development Current Westchester zoning would permit a population increase
to 3,200.000 Fairfield could stretch its figure even higher.

NASSAU-SUFFOLK AREA OF LONG ISLAND

Once Rural Counties Are Now Afflicted With Postwar Growing Pains

(By Edith Evans Asbury)

The face of Nassau County has changed drastically within the last 10 years.
Suffolk, the other suburban county on Long Island, is also beginning to change
rapidly Statistics about either county are obsolete almost as soon as they
are published. However, they show plainly that the two counties' metamorphosis
will have far-reaching influence on the future of the city of New York.

For generations, Nassau and Suffolk offered summer and weekend rest and
fun to New Yorkers Today, the two counties offer year-round, low-cost homes
within commuting distance of New York City jobs.

Thousands and thousands of families have left apartments in Brooklyn, Queens,
the Bronx, and Manhattan to live in houses in Nassau. They continue to move
there, and are beginning to overflow into Suffolk Industry, too, is moving from
the city to the two counties.

When the mass migration to Nassau began at the end of Wo1rld War II in
1945, the natives, who call themselves "clam diggers," viewed it with amaze-
ment and a touch of regret. Almost overnight, farms, woods, and estates dis-
appeared In their place rose whole new communities, with hundreds of new
small homes, new streets, new supermarkets, and shopping areas-and new
problems.

POPULATION RISE CITED

In 1930, Nassau's population was 303,053 It is now estimated to be more
than 1 million, and new homes are going up all over the county.

Residents of 10 years' standing are already becoming wistful about the good
old days of their earlier years

The bulk of the newcomers, however, have dug in. They compose a new
citizenry that is remarkably uniform and utterly different from that existing in
the usual established community or that which existed in the two counties prior
to their arrival Virtually all of the newcomers are between 25 and 35 years
old, they are in the lower middle-income group, and the husbands are usually
veterans of military service

The first settlers in Nassau and Suffolk arrived in the 1640's
Descendants of these and other pre Revolutionary colonists went in for fishing,

whaling, tanning, farming, and other prosperous enterprises. Long Island
potatoes, Long Island ducks, and Long Island clams, lobster, and other shellfish
became nationally known for their excellence-and still are.

The Whitneys, Morgans. Phippses. Igleharts, Vanderbilts, and others still
maintain estates on the Gold Coast along the north shore Many other estates,
however, have been chopped into rows of one-family houses.

Originally, Nassau County was a part of Queens County In 1899. the
three eastern towns-Hempstead, North Hempstead, and Oyster Bay-voted to
leave Queens They adopted the name of Nassau, which once had been the
legal name of the whole island The county, 274 square miles in size, occupies
one-sixth of Long Island. Suffolk spreads over two-thirds.

WHAT FLAG WOULD SHOW

An appropriate flag for the new. midcentury Nassau County would bear
some symbol of the GI bill, which enabled World War II veterans to buy homes
with little or no downpayment and spread the cost over 30 years. It would
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show a building contractor rampant on a field of potatoes that was surrounded
by golden nematodes. These parasites attacked Long Island potato plants in
1941. To curb them, the Federal Gmovernment 11 1947 began paying farmers not
to grow spuds. Had their land not been lying idle, farmers might not have been
so willing to sell their acreage to the first new housing developers

Today's flag would show an azure sky, so hungered after by city apartment
dwellers, with an airplane in it to signify Nassau's role as the cradle of avia-
tion. A stork also should be silhouetted in the sky.

"The stork should be out emblem out here," rueful young Clayton Brown,
of Plainedge, said last week. He is a member ot his local school board and
up to his ears in problems created by the county's continuously soaring population.

Because most of the new families have young children, schools are the No. 1
problem in Nassau County. And because of the local governmental structure,
the problem has to be wrestled with and solved b1 the young couples themselves

The school tax is collected separately and administered in each of the 62
school districts by a locally elected, unpaid school board The board's proposed
school budget is presented at an annual public meeting. Hostile audiences,
eager to avert a tax increase, challenge eveiy item.

Mr. Brown's Plainedge District provides a vivid example of the impact of
the ascending and young population on the schools.

In 1947, the district had only 1 school, a 2-room structure built as 1 room
in 1878 and added to in 1915. A neat, white clapboarded building fronted. with
a narrow porch, it was adequate for the needs of the district's 35 children
attending the first 5 grades.

In 1950, a new 7-room school was opened to provide additional classroom
space Enrollment in the first 6 grades had risen to 269

By 1951, there were 628 children of elementary school age in the district.
Last year, the district's school population was 3,690, of which 2 915 children
were in kindergarten and the first 6 grades, 567 in junior high school, and 20s
in high school. Nearly 5,000 children of all school ages are expected to enroll
from the district next month-and new homes ale still going up all over the
district,

SCHOOLS IN 1 YEARS

To keep up with this surging enrollment, the district school board has had
to build, within the last 7 years, 4 new elementary schools containing 74
rooms. It alh tents classroom space in churches. And the youngsters
can be accommodated only at split sessions.

In 1953, the Plainedge District opened a new 26-loom junior high school.
It already is inadequate, and 10 new classrooms are being added. Construc-

tion of a $3,500,000 senior high school, to accommodate 1,700 students, is to be
voted on next month.

Other community services also have been severely strained by Nassau's

mushrooming population. New sewage systems, firehouses, roads, bridges, air-
ports, parks, churches, and hospitals have been constructed.

New shopping centers also have been erected. In Manhasset, there is the

"Miracle Mile" of branches of New York City department stores and specialty
stores.

Most of the land available for small-home developments in Nassau has been

built on. Contractors are now dredging and filling the marshland, which soon

will be built up. Their eyes are turning to Suffolk County, where housing

developments already have begun to rise.
Suffolk County's 920 square miles still includes vast farmlands, open country-

side, and small rural villages. Its population has risen much more slowly than

Nassau County's: however, between 1950 and 1954. it increased by 100,000 to a

total of 380,000.
TRAVEL TIME TS CUT

Because of the parkway and highway systems, residents of many Suffolk

communities can reach Manhattan or Brooklyn in an hour. Weighed against

the advantages of suburban living in a house, instead of in an apartment, this

travel time looks less and less onerous to young city couples, especially those

able to get a GI loan. The spillover already is pouring into Huntington and

Babylon.
Between 1946 and 1952, industrial employment in the 2 counties increased

by 103 6 percent, as compared with a national average of 12 1 percent, and it has

grown steadily since.



310 INVESTIGATION OF HOUSING, 1955

New York City's industry, as well as its residents, is being lured to Nassau
and Suffolk. Many of the counties' residents who used to offer violent oppo-
sition to the construction of industrial plants in their midst now welcome them
as potential sources of taxes that will lessen their own tax burden.

The new industries also offer employment nearer home to residents of the two
counties, with resultant benefits to community businesses and shops.

Ironically, some of the industries that moved from Brooklyn and Manhattan
to escape New York City's taxes are beginning to grumble about Nassau's

The industrial boom is budding in Suffolk County, too. Airborn Instruments
Laboratory, Inc. which recently built a $5 million plant in Nassau, already
has outgrown it. Two weeks ago, it announced plans for construction of a
new plant in Suffolk.

EXPANSION ACROSS THE HUDSON

Bergen, Passaic, and Rockland Counties Feel Sharp Growing Pains

By William R. Conklin

Westward expansion of the New York metropolitan area is showing its most
pronounced effects in Bergen, Rockland, and Passaic Counties.

Up to 1900 the tricounty area remained pretty much as it had been in the
early days. Predominantly rural, the stretch was largely devoted to dairy and
fruit farming, with industrial footholds in relatively few sections.

Passaic County took the lead in industrialization. Paterson's silk mills made
it the silk city of America. The Passaic woolen and textile mills were inter-
nationally known. John Ryle founded the first successful silk factory in Pater-
son in 1840. For several years thereafter, Americans by the thousands planned
to get rich by raising silkworms at home.

The Society for Establishing Useful Manufacturing had built a tiny ox-powered
cotton mill in Paterson in 1793. It was a great day when, in 1834, the oxen
gave way to waterpower from the Passaik Iivei. By the late 1920's one-quarter
of the county's labor force was in the textile industry.

BRIDGE CHANGED PICTURE

Before the George Washington Bridge opened in 1931, Bergen County was
largely a residential and rural area. Rockland County, just to the north in
New York State, was a combination of industrial-rural pursuits.

Rockland now expects that the $60 million New York Thruway Bridge at South
Nyaik will open the county up as the Washington Bridge opened up Bergen.
For several years a real estate boom has been on, with many owners holding
property in the hope that values will go higher Industrial expansion is increas-
ing in Rockland, and the county is sufficiently land-wealthy to permit assemblage
of large industrial sites.

Between 1920 and 1954 Bergen County's ratables rose from $207 million to
$760 million, an increase of 250 percent. The statewide increase for the same
period was 100 percent Fort Lee's ratables rose from $6 million to $19 million;
in Teaneck, the increase was from $4 million to $45 million, Cliffside Park rose
fiom $4 million to $15 million. Hackensack, the county seat 5 miles west of
the bridge, rose from $16 million to $52 million

Bergen's population rose 200 percent in 24 years. A rural-residential area
of 211,000 in 1931, it expanded to an industrial-residential community estimated
at 641,000 in 1955.

Passaic County meantime showed only a 37 percent population growth, with
66 percent as the statewide increase Rockland went from 59,599 in 1930 to
98,000 in 1954 and an estimated 101,200 this year

Most of the new population came from New York. They were chiefly persons
unsatisfied with apartment-house life, who wanted homes of their own and
room for their children to play safely. Bergen has added $1 billion in new
homes in the last 15 years The median family income is $4,277 in Bergen,
higher than Passaic's $3,675, and Rockland's $3,554.

As the population continued to swell, virtually every community in the tri-
county area felt the need for more schools. School-building programs captured
the front pages ot local newspapers while most schools worked double sessions.
Fairleigh Dickinson College, established in 1941 by 16 high-school principals in
Bergen, quickly shot up to 250 subjects and 5,200 students.
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Bergen County, with its heavy population, shows more need of new schools
than either Passaic or Rockland. Virtually every one of Bergen's 70 municipal-
ities has a major school problem. Many communities find it difficult to provide
school space even by operating double shifts. Parochial schools in numerous
places are using double sessions even for kindergarten children Passaic, with
a relatively stable population, feels less need for new schools. In Rockland
new schools will become essential in the next decade.

LITTLE LAND LEFT FOR HOMES

By 1950 Bergen had 136,000 homes and only 1.5 pe cent of its land vacant.
Passaic showed 77,000 homes and 1.1 percent of vacant land, and Rockland had
25,382 homes and 2.2 percent of its land vacant.

Such rapid expansion naturally brought traffic problems. The Port of New
York Authority and the New Jersey Highway Department now are working on
plans to add a lower deck to the George Washington Bridge. The plans include
a proposal to build a $60 million 6-lane Bergen County expressway from the
bridge north to Clifton, between routes 4 and 46.

Route 4's present volume is 40,000 vehicles daily. Route 46 carries 46,000 a
day. Plans call for extension of the New Jersey Turnpike north from Ridgefield
Park to the New York State line. New Jersey's Garden State Parkway would
be extended from its present terminus in Paramus, N. J., to Pearl River, in
Rockland County. These extensions and the new expressway are designed to
ease the load on north-south arteries.

Within 2 weeks New Jersey highway engineers expect to have engineering
studies of 3 alternate expressway routes. Over strenuous local opposition, they
hope to show that the new routes are essential to free-moving traffic.

Long-range planners foresee a huge increase in bridge traffic that must go
somewhere. The present volume of 33 million vehicles annually on the George
Washington Bridge is expected to rise to 41 million if the bridge is double-
decked. By 1965 the annual estimate is 56 million vehicles. If a second Hudson
crossing is built at 125th Street by 1965 it is expected to carry 24 million vehicles
in its first year.

BERGEN COUNTY

Since 1920 Bergen's residential and industrial development has accelerated
simultaneously, so that the county now has good representation in each field.

In 1946 the Alexander Summer Co, a realty concern, and a syndicate assembled
250 acres for the South Hackensack-Teterboro Industrial Terminal. Within
8 years the site has been occupied by 60 plants, employing 16,000 workers.

Industrial expansion in the immediate future is estimated at $100 million,
keeping pace with the billion dollars of housing added in the last 15 years.

New enterprises include the $50 million Ford assembly plant, the company's
largest, at Mahwah The land cost ran to $1,750,000, and the plant will employ
5,000 workers. To house some of them, 1,000 new homes are in view in the north-
west corner of the county.

Fair Lawn Industrial Park is another project of 170 acres now in the making.
A dozen other proposals for industrial centers are in various stages of develop-
ment

The majority of new industrial sites use one-story structures on one-third of
the available ground space. Room for parking and expansion is thus assured.

In the retail field, the Allied Stores-Stern Bros. 100-acre shopping center is
planned near the intersection of Route 4 and Route 17. In nearby Paramus the
R. H. Macy-L. Bamberger shopping center is to go up on a 140-acre tract at the
same intersection. Each of the huge retail centers will have parking space for
8,000 cars. The basic "all-in-one" principle of the country general store applies
here, but on a gigantic scale.

ROCKLAND COUNTY

New City, the county seat, is a bustling community with an impressive granite
courthouse and new stores being built along Main Street. The county, with its
small population, has been industrial and agricultural rather than residential.

Called Rocky Land in the early days, the countryside is dominated by the
Raniapo Mountains. High Tor, on which Maxwell Anderson based a play, rises
south of Haverstraw.

Rockland, among the three counties, expects to expand most through the
Throughway Bridge at South Nyack. Real estate is booming, with 800 housing
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units added in 1950. 980 in 1953, and 1,600 last year. Population rose from 89,276
in 1950 to 101,200 this year, a gain of 13 4 percent.

Richard May, Jr, county planning director, estimates population at 130,000 in
1960. 150.000 by 1965, 160,000 in 1970, and 170,000 in 1975.

Rockland's institutional population includes 8,500 in Rockland State Hospital
and 3.500 in Letchworth Villae One-third of the county is in Palisade Inter-
state Park A $250,000 motel is being built at Hillburn.

Lederle Laboratories, in Pearl River, is the county's largest industry, employ-
ing 4,100 in drug research and production United States Gypsum is building
a 500-man plant in Grassy Point While Haverstraw clay bricks have passed out
of the picture, the two quarries of New York Traprock Co. are flourishing The
residential and warehousing sections of old Camp Shanks have been sold for
development as residential and industrial sites.

PASSAIC COUNTY

Passal still wears the shabby coat of industrial grime its cities acquired from
soft-coal-burning factories in the 1920's In Paterson, man-made fibers have
eliminated the silk industry that was once the city's pride Last year 9 percent
of Paterson's workers were unemployed, but the picture has brightened this year
New and varied industry is coming in-plastics, small manufacturing, television,
cosmetics, kitchenware-to replace the silk factories.

Passaic City's once-flourishing woolen mills have declined, with much of their
space rented to other enterprises Strange new tenants occupy plants once de-
voted to dyeing and finishing fabrics.

Land poor, the eastern part of the county has no new industrial sites to offer
Expansion, if it comes, will be to the west. Wright Aeronautical, at Wood Ridge,
employs 27,000, and is one of the largest enterprises in the county Population
and labor force have remained relatively constant, with no impressive gains in
either.

Botany Woolen Mills cut its use of floor space from 2,500,000 square feet to
500,000. and leased the rest. Gera Mills, dealing in woolens, shut down, and a
cosmetics manufacturer moved in Many new industries consist of small manu-
facturers doing defense subcontracting. After a minor industrial revolution,
Passaic County is slowly getting on its feet with diversified industry.

CENTRAL NEW JERSEY SUBURBS

Six Counties, Except for Hudson, Gain in Homes and Industries

(By George Cable Wright)

From the oil-soaked timbers of Weehawken's wharves, west to the muddy
Musconetcong and south to the varicolored sand dunes and scrub pine that dot
the Manasquan lies a vast segment of suburbia.

It compiles 1,538 square miles divided most unevenly into six counties-
Hudson, Essex, Union, Middlesex, Monmouth, and Morris.

A quarter century has provided much of the area with a new facade. By
far the larger portion of this arm of metropolitan New Jersey has witnessed a
phenomenal growth over the 25-year period. Yet a few components, having ap-
proached a state of satiety, have shown little inclination to expand

Senile Hudson alone is exhibiting definite signs of decadence. It is the
sole suburban county whose population has slowly diminished over the years,
whose industrial growth appears stymied.

Other factors make central Jersey distinct among suburban regions. Within
its confines is a greater diversity of industry than in any comparable sector of
the United States Its 27.231 concerns produce 312 different types of manufac-
tured articles and employ fully half of the area's labor force.

Its 2,811,773 residents make up 54 percent of the State's total population.
Industrial growth in most instances has been as significant as residential ex-

pansion. The number of concerns rose from 2,964 in 1918 to 12,294 at the
close of World War II, then skyrocketed to the present figure. Employees in the
establishments meanwhile increased from 342,522 in 1918 to 816,970 in 1954

Other statisthes reflect the rapid growth of much of this region. Its population
almost doubled between 1900 and 1930 and then remained virtually static for a
decade. In the last 15 years it has risen slightly more than 500,000 By 1960
the 6 counties are expected to absorb an additional 185,761 persons.
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Similarly, municipalities in the 6 counties spent $85.78.5,8:s1 in 1946, in com-
parison with $199,864,246 in 1954. To cope with housing needs, 173,750 new resi-
dential units were constructed between January 1, 1940, and December 31, 1953.

The number of registered passenger cars in the area advanced from 376,173
in 1930 to 864,455 in 1954. Retail sales swelled from $910,808,000 in 1940 to
$3,247,392,000 in 1953

This metamorphosis was nurtured to a large extent by seven facilities of the
Port of New York Authority-the Holland and Lincoln Tunnels, the three
bridges linking the area with Staten Island, Port Newark, and Newark Airport

The New Jel.sey Turnpike has similarly contributed much to the growth of
central Jeisey It annually draws more revenue than any comparable toll road
east of the Mississippi. The artery runs southwest through Hudson, Essex,
Union. Middlesex, and skirts a position of Monmouth.

What the New Jersey Turnpike has accomplished for the area it traverses
apparently will soon be duplicated by the Garden State Parkway. The latter
was opened in its entirety July 1. It goes through suburban Essex and Newark,
Union, Middlesex and Monmouth Counties.

From the days when central Jersey's hills and lowlands echoed the cackle of
muskets and its deep-rutted roads were trod by ill-shod Continental troops until
1900. the area was predominantly rural.

Hudson County had its greatest growth from 1840 to 1900, when its population
soared from 9,4:,8 to 386,048. This was the period when the mansions of affluent
New Yorkers in Jersey City, Bayonne, and Hoboken gave way to vast railroad
yards and industrial plants.

Nine trunkline railroads moved in to establish terminals. Petroleum and heavy
industry followed.

The era since 1930 has witnessed the rehabilitation of some old pier facilities
and the erection of some new onps Semiuiban North Hudson has doubled the
number of its multiple and one-family residences.

Hudson County's abnormal population increase ended in 1930. It was ac-
counted for primarily through a heavy immigration of Germans, Italians, and
Irishmen. From 1930 to 1955 the population fell from 690,730 to 648,976. By
1960 a further drop to 645,590 is expected

The rapid growth of Essex County began in the nineties with the appearance
of the cacophonic trolley. Traversing such arteries as South Orange, Bloomfield,
and Central Avenues, it opened up the suburban areas and made them attractive
to New York commuters.

In the last quarter century the cars have been replaced by buses.
Newark, largest metropolis in the State, appears little different than in 1930,

save for a more lofty skyline.
The city's population dropped from 442,337 in 1930 to 437,540 in 1950, then

rose to 463,625 in 1955. This failure of Newark to expand more rapidly may
be explained by its proximity to New York and by the outward movement of its
inhabitants to suburban areas. It is still the center of the county's economic
life and its productive output annually totals $426 million.

The population of suburban Essex rose from 391,176 in 1930 to 489,288 in
1955. By 1960 a further sizable increase is expected.

Communities such as the Oranges, Montclair, Bloomfield, Maplewood, the
Caldwells, and Livingston have been the scene of widespread building activity,
since 1946 particularly.

Elizabeth, in adjoining Union County, like Newark, presents an example of the
centrifugal movement of population from crowded cities to suburbs. After
increasing its population from 52,130 in 1900 to 114,589 in 1930, Elizabeth
began slowly to lose inhabitants. By 1950 it boasted but 112,817. But, again
like Newark, it appears to have suffered little thereby.

The story of residential growth in Union County, gateway to the Raritan
Valley, is strikingly similar to that in Essex. The primary difference lies in
the vast number of new idustries that have settled in Union County suburbs.
Of the employable residents in the county, 32 percent are factory workers.

Union lends all metropolitan counties in the number of new plants estab-
lished from 1946 to 1951. They total 277, with a construction value of $25,563,000.

Industrial expansion in the Raritan Valley tripled the population of Middle-
sex County between 1900 and 1930. Since then an additional 30-percent increase
has been recorded. Another 5 years is expected to produce a rise to "147,090.
The rapid expansion has brought many changes in the physical characteristics
of the county.

68692-55-pt 1- 21
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Nearly 34 percent of all its land area is still farmed. But thousands of acres
have been plowed under and reclaimed for housing, particularly since World
War II.

Another major change has been the new look adopted by local industry since
World War II. Typical are the ultramodern landscaped subsidiaries erected
here by Johnson & Johnson and the Studebaker assembly plan, just leased to
the Volkswagen Company of Germany.

The industries of Middlesex range from copper smelting and oil refining to the
manufacture of snuff. Perth Amboy now tops New Brunswick as the major
industrial center.

Suburban areas such as Dunellen, Metuchen, and Highland Park are growing
by leaps and bounds. The emphasis here, too, is on one-family dwellings.

Morris remained rural and a checkerboard of opulent and extensive estates
until after the turn of the century. Its principal source of income was its profit-
able lake resorts Shortly after World War I the pattern changed.

Large landholdings have since been cut up for building sites. From 1940
through 1953, 22,125 new dwelling units, most of them modest one-family homes,
were erected in the county. A high percentage of the 185,900 Morris residents
commute daily to New York. In 1930 the county, largest of the 6, had but
110,445, inhabitants.

Some 25 percent of its land area is still farmed. But this acreage threatens
to be absorbed in the next few years by small industrial and manufacturing
plants that have been making consistent inroads. Their number rose from 460
in 1945 to 1,521 in 1954.

There has also been a revival of iron mining in the county. Mines along
forgotten are being worked again and are producing 500,000 tons of ore annually.

Like Morris, Monmouth is rapidly becoming a county of small homeowners, a
sizable number of whom commute to New York. At the turn of the century it

as predominantly a potato, dairy, and poultry region. Its chief income was
its shore resorts, such as Asbury Park, Red Bank, and Long Branch.

Since 1930 the county's population has leaped trom 147,209 to 272,474. Some
4S percent of its area is still farmed. But the advent of the Garden State Park-
way is expected to attract to its rolling countryside increasing numbers of sub-
urbanbound New Yorkers.

Horse racing, banned at the turn of the century, was again legalized in New
Jersey in 1940 Shortly thereafter Monmouth Park and the Freehold Raceway
nere established in the county They have since been patronized by countless
thousands of New Yorkers because of proximity to the city.

The vast expansion in central Jersey has created myriad problems. Fore-
most are the need for adequate housing, schools, hospitals, municipal and
county services and highways.

The housing problem has to a great extent been met Although 279 miles of
new county and State roads have been constructed since 1940, traffic density
has skyrocketed.

Between 1946 and 1954 municipal expenditures rose in Essex from $32.649,462
to $69,833,864; in Hudson from $29,607,289 to $60.926,525. The rise in Middle-
sex was from ,5,501,820 to $19,847.127, in Union, $9,866.116 to $27,907.467; in
Morris, $2,816,5sl to $7,950,187, and in Monmouth, $5.344.571 to $13,399,076.

Municipal indebtedness, meanwhile, shot upward in Essex, Monmouth, and
Morris Counties Middlesex managed to hold the line and Hudson and Union
actually reduced their liabilities. The Essex municipal debt increased between
1948 and 1954 from $24,765,720 to $31,280,380 and that of Monmouth from
$5,493,740 to $6,489,272. In Morris debt catapulted from $474,000 to $5,042,000.

If the school problem is to be met, it is estimated that $257,888,571 will haveto be spent on new structures between now and 1960.
The economic status of the residents of the region may perhaps be gaged from

the following: Approximately 700,000 families own their own homes while but500,000 rent. In Hudson there is a registered passenger automobile for every3 persons 21 years old or over; in the other 5 counties, 1 for every 2 persons.



INVESTIGATION OF HOUSING, 1955

WEDNESDAY, OCTOBER 12, 1955

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING OF THE
BANKING AND CURRENCY COMMITTEE,

Philadelphia.
The subcommittee met at 10 a. m., Hon. Albert Rains (chairman)

presiding.
Present: Chairman Rains and Messrs. Barrett, O'Hara, Ashley,

Gamble, and Widnall.
The CHAIRMAN. The committee will be in order.
A little later on we will have the Republican side of the committee

present. We expect the Republican colleagues to show up a little
later.

I want to make just a very brief statement for the record before we
get into the hearing proper. This is the second field hearing of the
Subcommittee on Housing, of the Committee on Banking and Cur-
rency, the first being held in New York last week.

The field which we have set aside for discussion in Philadelphia is
very much the same as we looked into in New York, because both
of them being large metropolitan centers they have in the main similar
problems as regards housing. I should say that this committee is
not taking a critical attitude toward any aspect of the housing pro-
gram, or toward any official. We are interested only in getting the
facts as they really are, as to what is happening to the housing pro-
gram, as why it is not moving along faster. We are interested also
in getting the recommendations of interested citizens who know the
problems at the grassroots and recommendations to us that we might
incorporate in future housing acts in the hope that we can write even
a better housing law than we have in the past.

We want to express our appreciation to our esteemed colleague, Con-
gressman Barrett, of Philadelphia, for his long and arduous work on
our Banking and Currency Committee in the interest of housing, and
we want him to know that as his colleagues we are delighted to be
here with him in this beautiful City of Brotherly Love on this very
beautiful day.

Without further ado, I will call as the first witness the distinguished
mayor of ,the city of Philadelphia, and would like to say this, that last

year the man who led the fight, nationwide, for housing for low-
income groups was the mayor of the city of Philadelphia. Practically
every day of the long, toilsome journey in that legislation we heard

from the mayor of Philadelphia, in his capacity as the mayor of the
315
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city, and in his capacity as a member of the American Municipal
Association. I want to express to him personally my thanks and
that of the Banking and Currency Committee for his aid and assist-
ance. He appeared before our committee in the city of Washington,
and we are delighted, Mr. Mayor, to have you as our first witness here
in Philadelphia.

STATEMENT OF HON. JOSEPH S. CLARK, JR., MAYOR, CITY OF

PHILADELPHIA

Mr. CLARK. Mr. Chairman, members of the committee, I am more
than grateful to you, Congressman Rains, for the overgenerous state-
ment about my participation and particularly grateful that the mem-
bers of your committee were willing to come here and take a look at
our Philadelphia situation. We have tried to line up the testimony
in a way which will be helpful to you. We are interested in solid
accomplishment, as I know you are, and not in scarehead lines, and
we would like to proceed on as workmanlike a basis as we can, and I
shall try, sir, to be as brief as I can, because I know you have many
other witnesses.

The CHAIRMAN. You may proceed in any manner you desire.
Mr. CLARK. Thank you, sir.
I would like your permission to file with the committee a prepared

statement of about 12 pages, and in the interests of brevity I would
like to try to summarize it for you instead of just reading it.

The CHAIRMAN. The statement may be included in the record.
Mr. CLARK. Thank you, sir.
(The statement of Mayor Clark is as follows:)

STATEMENT OF JOSEPH S. OLARK, JR., MAYOR OF PHILADELPHIA

My name is Joseph S. Clark and, as mayor of Philadelphia, I certainly wish
to express my own appreciation and that of my fellow residents for your holding
this hearing here today. The problems with which you are concerning yourselves
are pressing ones indeed in this city, and we welcome the opportunity to put
before you the blunt facts on this score.

I want to state at once four "blunt facts" which I have had brought home to
me by nearly 4 years of struggling with the problems of this city: (1) Of the
531,130 Philadelphia families and unrelated individuals who had incomes of less
than $5,000 during 1949, the vast majority still need, and cannot get, better
housing; (2) this lack of adequate housing slows down and sometimes stymies
every effort to renew the city; (3) contributing to the slowdown and delay in
pushing forward with renewal efforts are excessive and restrictive Federal con-
trols; and (4) the resulting slow rate of progress is barely enabling us to keep
abreast of the rapid spread of slums and is not resulting in their actual cutback.
Until these problems are solved and the program is stepped up, neither we nor
the present administration in Washington can claim that we are on the way to
conquering slums.

I do not wish to suggest that the Federal Government is solely responsible for
our present difficulties in Philadelphia This is an old city, and the twin prob-
lems of too much bad housing and not enough good have been with us for a long
time Unfortunately the city government was slow to face the facts, let alone
act on them, and it is only in the past 3 or 4 years that we have truly mustered
our forces for an all-out attack.

I am thinking of the years when city officials, both elected and appointed, stub-
bornly refused to admit the city's need for added housing. Of 1940, when the
United States Housing Authority had actually earmarked $19 million for con-
struction of more than 3,000 public housing units here-and city council voted
not to pass the cooperation agreement needed to obtain those funds. Of 1941-42,
when the city's war housing committee flatly denied that Philadelphia would
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need any permanent war housing-and thereby deprived Philadelphia of another
3,000 units which could still be used today. Of the years immediately following
the war, when the acute housing shortage and the veterans' return so clearly
spelled the need for special programs-and tremendous citizen pressure finally
forced the city government to accept a little over half the 3,000 temporary struc-
tures which Philadelphia could have had.

Just as the city refused any action to supply new housing in those years, so
also did it close its eyes to the burgeoning spread of blight. City officials took
no leadership in the drive for large-scale redevelopment measures They held
to an outdated housing code and made no effort to enforce even such limited
requirements as that included. In fact, the housing-code provisions-as was
the case with zoning and other such regulations-were looked on as a means of
furthering straight political power rather than as an avenue to better living for
the people as a whole.

Those days are past, of course, and the recent few years of concentrated
work have enabled Philadelphia to assess her needs, take stock of her re-
sources, and arrive at a program geared to meet the needs as fast as the re-
source will permit The tragedy is that this process has shown up, all too
clearly, not only the vastness of the long-developing needs but the inadequacies
of the resources-Federal, State, and local.

Probably the simplest way to measure the adequacy of our equipment is to
outline the objectives which they must accomplish. Every professional in this
field seems to have a fancy definition of goals, but I'll omit the frills and stick
to unobscure if le- imaginative fundamentals For me, there are just three
objectives:

(1) Prevention of additional substandard housing and blighting environ-
mental factors

(2) Elimination of existing substandard housing and blighting factors.
(3) Provision of adequate housing for all groups

Prerrution of additional blight
I do not propose to spend much time on the first objective, for, by and large,

the tools available are far more nearly adequate than those we have for working
toward the other two

Objectively (1) seems basically to fall into the categories: (a) maintenance
of existing standard structures and (b) insurance that new structures and new
city development are up to par. The city itself attends to the second category,
through an extensive planning operation and the enforcement of a wide va-
riety of planning, zoning, and subdivision regulations. Enforcement of the
housing code is also a basic element in attaining the first category.

The most useful Federal tools available for these purposes are primarily the
various loan and mortgage underwriting programs, plus some limited help in
planning There can be no doubt that these programs are a great help. I do
not say that they could not be improved. The FHA loan insurance program
could be made more useful if the limitations on the size and duration of improve-
ment loans were raised. The standard FHA insurance mortgage program could
be more effective if the administrators took a less cautious attitude toward in-
suring in older but perfectly good neighborhoods While FHA insurance has
contributed greatly to the large-scale production of good-quality housing, the
stifling effects of excessive standardization are at once apparent. But you will
be hearing other witnesses on these questions, and there is therefore no need
for me to enlarge on them at this point

In addition, of course, funds are available under title I of the Housing Act of
1949 for some facets of this operation, but, in Philadelphia at least, they are so
much more urgently needed for accomplishing the second objective-elimination
of existing blight-that we have directed most of our thinking along those lines.

Elimlnation of existing blight
Thi, second objective falls into two categories: (a) the physical destruction

of buildings too far gone and (b) the rehabilitation of those which can be saved.
Obviously the first and foremost Federal tool is the financial aid provided

under title I-to help local authorities clear slum dwellings and blighting uses,
and to help them encourage owners to fix up and maintain their properties.
There is. in addition, the section 220 FHA mortgage insurance, designed to help
those owners, once "encouraged." to obtain the funds to do the job. The city,
for its part. adds to the Federal funds its own cash for actual redevelopment
or for capital improvements in support of redevelopment. It also works to
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bring about improvement in the private housing supply, both directly, by ye-
quiring that minimum standards be met, and indirectly, by stimulating voluntary
rehabilitation beyond the minimum requirements. In theory, then, these tools
should result in tearing down the hopeless slums and fixing up the usable
structures

I say "in theory" because experience with these tools has shown them to be
still inadequate, both in size and in concept.

Certainly the title I program has succeeded and will succeed in tearing out
slums. But how many slums? If there is one thing that has been learned from
the experience to date, it is the costliness of pulling down wornout structures.
Of the first $500 million appropriated for title I, Philadelphia secured allocation
of the full $30 million share permitted it by law. This will make possible
eventual elimination of less than 4 percent of the 103,410 dwelling units in
certified redevelopment areas at the time of the 1950 census. We have every hope
of obtaining another $30 million of the second $500 million recently appropriated
and using part of it to complete what has been started in the Southwest Temple
and East Poplar areas. We are also hopeful that it may be possible for Federal
officials to earmark our share for entire areas, rather than to approve funds for
one project at a time, a practice which has complicated enormously the effort
at comprehensive and well-balanced programing.

But suppose we do obtain a $30 million allocation. And suppose the money
is used not just for acquisition and demolition but for some of the other activities
authorized by Congress in 1954 in an effort to stretch the money-such as writing
down acquisition costs for private rehabilitations and planning code enforcement
and voluntary rehabilitation campaign. Even if the money could be stretched
thereby to cover 5 or 6 times the number of dwellings, we would still have barely
scratched the surface of the problem as it added up in 1950, and I hate to think
how many buildings have gone bad since then.

But we cannot assume, from present knowledge, that the use of Federal aid
for these other activities would, in actuality, enable us to reach a larger number
of dwellings than we would by straight redevelopment. We have had some
experience with rehabilitation costs in Philadelphia and know that fixing up a
house is not always cheaper than replacing it. Furthermore, there is the added
uncertainty which reveals a major hole in this program for eliminating present
blight: you can urge, and even legally require, the property owner to fix his
property; you can buy it from him and offer it at a reduced cost to someone else
to fix up; you can still get no improvement unless financing is forthcoming.

We are not yet sure that private lending interests will be willing to make
financing available for these areas. It is still our hope that the section 220
insurance will succeed in overcoming some of the present reluctance of lenders to
do so For we in Philadelphia have not yet given up on use of section 220 for
financing rehabilitation. We are even now working closely with the regional
HHFA officials here in Philadelphia to that end, and we are most appreciative of
their cooperation. They are handicapped however, by lack of clear-cut instruc-
tions from Washington on administering the program. To us it seems clear that,
if section 220 is to serve the purposes for which it was intended, it must be
administered in the framework of those purposes-and not in the framework of
the normal FHA insurance operation.

There are a variety of other unknowns in the title I program revised in 1954-
both with regard to how the program is to operate and what results it will
produce. But the outcome will depend greatly on solution of several major
problems which are "knowns."

The first of these goes back to that thorny question of Federal-local relations.
When set up, the redevelopment program was intended to be primarily a local
one, assisted federally but worked out to meet local problems, by the people who
knew local problems. Congress reiterated that intent and indeed strengthened
it-and tried to strengthen its application-in 1954. Yet control of the program
continues to become, if anything, more centralized. Not only does this make for
unforgivable delays in a struggle in which time is of the essence, but it tends to
stifle the imagination, the experimentation, the development of special approaches
to special problems which are needed if we are to forge this program into a truly
effective weapon against blight.

I do not wish to belabor points which the director of the redevelopment author-
ity will doubtless cover. But I just don't understand why our best efforts to work
out the most effective projects and priorities for solving Philadelphia's problems
must be constantly checked by the realization that "the Federal boys won't go
for that" or "that won't meet Federal regulations." And I find it difficult to
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see why it should take 2 years to process a title I project. Why must so many
different people check and recheck the same points and sometimes, where differ-
ent agencies are involved, come up with directly conflicting opinions? Do the
administrators, in their excess of zeal, ever stop to think what is happening in
the areas affected by a project which is hanging fire? Do they know that even
poor housing can get far worse when the owners drop all pretence at mainte-
nance because the property might be demolished. Something could doubtless
be accomplished by increasing the budget allocated for administering title I.
Certainly the shift from "redevelopment" to "renewal" warrants additional
staff to deal with the additional complexities involved. But this would only
partly alleviate the situation.

Another "known" problem is that of relocation. Obviously slum clearance
cannot proceed without a supply of houses in to which slum residents can move,
Obviously the supply must be larger than that which is demolished if we are
not simply to produce more slums by repeating the overcrowding that presently
exists. But lack of relocation housing also ties up efforts to enforce the housing
code, or to bring about voluntary rehabilitation. It ties up capital improvements
which lead to and support rehabilitation What are we to do when we tell a
family to move so as to make way for a park or playground and that family says
"Where can we find another home within our means?"

Adequate housing for all groups
This, then, brings up directly the third objective cited-provision of adequate

housing for all groups. And here the gaps in the broad program are even more
glaring Of 3 main groups in need of help, the problems of 2 are recog-
nized but only meager help is given. The urgent situation of the third is not as
yet even accepted.

The needs of minority groups-of all income levels-have been well-documented,
and both Congress and the administration have recognized the problem. But
the solutions offered-the voluntary home mortgage credit program and the
readiness of FNMA to buy mortgages created under that program-have yet to
produce results. Certainly that is so in Philadelphia, and we have here a com-
mission on human relations actively attempting to improve minority housing
conditions. I sometimes wonder if the Federal efforts do not represent some-
what the sending in of a squad of new recruits while the seasoned and respected
army sits out the battle. FHA- and VA-underwrtten mortgages account for
half the mortgages being recorded these days. Why not extend the principle of
nondiscrimination to them directly? Actually the very existence of the voluntary
credit program seems to recognize and condone the practice of discrimination in
the "normal" underwriting operations.

The housing needs of low-income families have also been discussed so long and
so vociferously that the facts are well established: The continued need for low-
cost housing since prices as well as incomes have risen; the failure of private
enterprise to find a way to supply this market economically; the fact that the
section 221 mortgage insurance program has not solved the problem, and indeed
cannot in a city with the price levels prevalent in Philadelphia. Public housing
still remains the only program yet devised which has proved it can meet the
need, and I do indeed want to compliment Congress for its wisdom in going
beyond the administration's proposals for the public housing program. But
45,000 units will not go far toward meeting the needs the country over. I can-
not fail to mention the one figure which seems so telling that I cite it to whoever
will listen On the basis of the number of low-income families in substandard city
sections, Philadelphia alone needs 70,000 public housing units.

Quantity is assuredly the most basic public housing issue at the present time.
But there are others that are also pressing.

There is the important question of the needs of low-income individuals, partic-
ularly the aged. At present, we have absolutely nothing to offer this group of
citizens Why do we exclude the single aged from public housing?

Then there is the need for continuity to permit long-term planning. The cities
are urged to adopt a well-integrated, long-term approach to the problem of urban
renewal. Public housing is needed for relocation of displaced persons, for use
in replacing blighted structures for enabling some reduction of density in con-
gested areas. How can we plan a comprehensive program when we never know,
from year to year, how much public housing to count on?

The problem is complicated still further by the necessity for Federal officials
to devise new procedures for each year's program. Authorization for local au-
thorities to proceed with the 1954-55 program was not given until 9 months
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of the fiscal year were gone, and more than 3 months of this fiscal year have
already passed without the Philadelphia Housing Authority's being able to start
work on all the documents which must be filed to share in the newly authorized
program.

This leads us back once more to the basic question of Federal regulation of a
theoretically local program. Once more there are the endless stories, from
cities throughout the country, of excessive delay, arbitrary actions, lack of clear
assignment of responsibilities, and the general trend toward greater and greater
centralization of control. Here, too, imagination and experimentation are being
stifled. Philadelphia, for example, is most anxious to proceed with an experi-
mental "cluster" public housing project-one in which units would be scattered
throughout and blended with private housing "Cluster" sites would help in many
ways, but, in working up such a project, we inevitably run into difficulties with
traditional PHA regulations. Are we to drop this possibility of a new contribu-
tion because the Federal regulations are inflexible?

Finally, we come to the housing problems of the great bulk of Americans who
are in the middle-income bracket. Just what the income limits which define
this group should be is much at issue these days. Personally I think the usual
$3,000-$5,000 grouping is relatively meaningless now, and $4,000-$6,000, or even
$7.000 would be more realistic. In estimating needs, however, I have had to
rely on 1950 census data for city income distribution and have therefore used
the $5,000 cut-off. With prices up as well as income in the intervening years, I
think these estimates are not far off.

The problems of this group ai not neihans, so striking as those encountered
by groups still less well off or subjected to discrimination and their cause is not
so vocally espoused. Some live in substandard dwellings, of course. But in addi-
tion are those occupying homes not yet in that condition but gradually becoming
so, or gradually becoming obsolete. Others have just married and want a place of
their own, or have added to their families since they first set up housekeeping.
Some need to move because they have changed their jobs. For any of these
and other reasons, these people are in need of housing.

What are their prospects for locating the necessary housing in Philadelphia?
Well, if they can raise the cash downpayment and afford the monthly payments
on a house priced at $10,000 or more, they may be able to buy a new home. They
may be able to get a used one at a somewhat lower price-but not much lower.
Fine new apartments are also available-for a minimum of $80 a month, and
generally more if anything but a small amount of space is needed Older rent-
controlled dwellings would be within their means, of course, but, with a vacancy
rate of 2.2 percent, what chance have they of getting one?

The fact is that moderate-priced dwellings are a scarce commodity these days,
and this middle-income group can just not afford the higher priced housing cur-
rently being produced. They are caught in the vacuum between low-cost public
housing, for which they are not eligible, and PHA-insured mortgages on houses
which they cannot afford.

Recommendations
This brief review has, I hope, clarified the basic program lacks and admimstra-

tive weaknesses which led me to my initial conclusion Let me summarize,
briefly, the action which I feel is needed for even a hope of success in conquering
blight:

(1) The funds available for urban renewal must be expanded-both in overall
quantity and in their availability to those cities which have the greatest need
for them. We should accept the fact that renewing our cities is one of the
Nation's biggest immediate responsibilities and set aside funds in an amount
comparable to that allocated other first-line objectives and geared to a long-term
operation. In addition, cities which have demonstrated their need for and
their willingness to utilize the aid should get top priority in its allocation.
This would mean adjustment or removal of the provision limiting the allocation
to an individual State to 10 percent (plus a potential share in an additional
$70 million). It might also mean a raising of the Federal share of project
costs, for all cities, or for those with established records of accomplishment.

(2) A new approach must somehow be instilled in those responsible for admin-
istering the section 220 program, particularly for rehabilitation financing. Phila-
delphia is willing, indeed anxious, to make the program work if it can possibly
do so I urge that FHA officials arrive at firm decisions on what standards
must be met. and that they do so soon, so that the program may be put to the
test. For, if section 220 will not work, then we must figure out, as quickly as
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possible, whether it could somehow be revised to be effective or whether a new
financing method must be devised.

(3) The public-housing program should also be made large enough to have
some meaning and be put on a long-term basis. I think myself that 200,000 units
a year for an indefinite period would not be unrealistic. Even the annual alloca-
tion of 135,000 units-plus 10,000 for the aged-which the Senate recently ap-
proved-would be meaningful. And by all means, let us open public housing
to all those who need it.

(4) Every Federal tool for making adequate housing available to minority
groups should be utilized. Incorporation of an "open" occupancy policy in all
FHA and VA operations is the basic action called for. Intensified activity under
the voluntary home mortgage credit program could then augment the basic
policy. And possibly a special FNMA advance-commitment program could be
used to supplement both.

(5) We must stop closing our eyes to the needs of middle-income persons and
put our brains to work to devise some means of making adequate housing available
to them, too. Maybe we need a special FNMA advance-commitment program
here also, for houses selling below certain prices. Maybe we could create some
special incentive which would lead to a more simplified and efficient building
industry and thereby cut costs. Perhaps Government-run or Government-sub-
sidized housing developments are the answer. We are an inventive and creative
people. Let us set to work to solve this problem.

(f) Finally, the straitjacket of narrow, unimaginative, and centralized con-
trols must somehow be cut away from these programs. . I firmly believe that
the Federal interest can be protected at the same time that the cities are given
enough leeway to fit Federal aids to their own particular situations. The effort
to pull all the operating agencies together under the authority of the HHFA was
a step in the right direction. So also was the move to establish regional offices.
Neither has as yet been fully implemented, however, and something more is
clearly needed. The Kestnbaum study provides a starting point, and surely
the appointment of Mr Kestnbaum as the President's adviser on reorganization
affords an excellent opportunity to take action which will really improve the
situation. What is needed is a reexamination in detail, by the higher Washing-
ton authorities, of the entire network of relationships in this field, from the top
Federal administrators right down the line to the operating agencies at the city
level, and across the lines between agencies and programs as well.

May I thank you once again for taking the time and trouble to come here to
Philadelphia. I know you will be kept busy listening to our troubles, but I hope
that you will have some time to enjoy the city as well.

Mr. CLARK. I would like, if I might, sir, to call your attention, and
that of the committee, to two charts which are displayed here in order

that we can get a little bit of a perspective before we start as to just
what we are talking about.

This is a map of the city of Philadelphia [indicating], and you will

note that its length is along the Delaware River, which is our great

port, and that it extends in a rather irregular shape with this western

appendage here, and over here is our Schuylkill River, our other great

river. William Penn's green country town was initially between the

two rivers, right about in here, and we are sitting now right there

[indicating].
The various colors on this map, I think, are significant for the pur-

poses of your committee. The buff-colored areas-and you will note

that there are not too many of them-are what we call stable housing

areas. Those are areas where we think our housing is good, we think
there is every prospect of keeping it that way. We don't need much

governmental assistance at either the State, Federal, or local level.

The blue areas, and you will note that there are a good many of

them, are areas where conservation programs are needed. That is

housing which could easily slip into slum housing if we let it alone,

and, generally speaking, it is middle-income and slightly above mid-

dle-income housing, but there is danger of deterioration, and might
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I pause at this moment to say one of our problems, as well as that of
most of the large cities in the country in the housing field arises from
what we call the flight to the suburbs. That is to say, that many of our
people in every sense the best people, from points of view of char-
acter, intelligence, and everything else, as we make a little money and
get ahead in the world, and thank goodness hundreds of thousands of
Americans are doing that today, they will move out of here and out
around here [indicating], and they leave behind them a vacuum, and
that vacuum is being filled largely with fine American citizens, but
citizens who haven't had the same educational opportunities as those
who they have displaced, many of them, frankly, sir, minority groups,
and without impinging in any way on their patriotism, on their intel-
ligence, on their fine abilities, they do cause housing problems which
are greater than problems caused by those who left the area.

The third, and unhappily far too large area, is the dark brown.
Those are our slums. They are bad. They are among the worst slums
in the world, many of them.

The Philadelphia bandbox construction is made for slums, and I
had hoped that your committee would have the opportunity to take a
little tour around and see some of them. Perhaps at a later date you
will be able to do so. But it is shocking. It cannot fail to shock you,
and you will note that they are pretty well concentrated areas.

This here is what we call the north-central area. Here is the central-
southern area, and then you will see another large area just west of
the river, the Schuylkill River in west Philadelphia, with little can-
cers, really cancers in the body politic, which are going to spread if we
cannot do something about it.

The yellow is one of the best things about Philadelphia. We are
one of the very few large cities in the country which still has some
vacant land, and land which, although it may not be vacant, which is
attributed to farming. We have some fine farms in the northeast part
of our town, and this is the area where we feel the planning for future
development is essential to the healthy growth of the city, and I am
so happy to be able to point out these areas.

The CHAIRMAN. Is the yellow open land?
Mr. CLARK. Pretty much open land, or farming land, or land of low

economic use, because we haven't got sewers up there, or street im-
provements, or water, but land which is the hope for the future, as
far as Philadelphia housing is concerned, and then the gray, and there
is a lot of that, and we are glad to have that. That is nonresidential
land. That represents the economic backbone of Philadelphia, largely
industrial, to some extent commercial, but that is where we make the
wealth on which the other people live.

With that preliminary explanation, sir, I would like to turn now
to this chart which has to do with our redevelopment areas. This
will show you in graphic form what we are now trying to do about
the shelter problem in Philadelphia, and I would like to say, paren-
thetically, that our program here got off to a very slow start, and that
that is one of our troubles. During the thirties when many other
cities were taking advantage of Federal money to put in utilities,
sewers, water, streets, and the like, with Federal money, we turned
most of it down. Toward the end of the thirties, $19 million of
Federal money which would have been available for low-rental hous-
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ing wa, turned down by the then administration, so that it wasn't
really until after World War II that we began to get into a considera-
tion of our needs in this whole shelter problem.

There were, to be sure, 2 or 3 small low-rental housing develop-
ings. We had some temporary war housing, but even there we
didn't take advantage as other cities did of what could have been
done. So we started behind the eight ball when we finally caught
up with the fact that our whole urban health was going to disinte-
grate if we didn't get every cent of money we possibly could out of
Federal Government and State government and tax ourselves as
heavily as we dared to get at this fundamental problem which was a
problem of traffic, transportation, the two threats to the urban sur-
vival of tlis city as a metropolitan center.

Now, the gray areas will show you where we have redevelopment
projects actually under way, and I call to your attention, although
it is a little hard to see-I wish I had it in better form-that by
and large the redevelopment areas tend to coincide with the blighted
areas over here [indicating]. In other words, we have tried to put
our redevelopment at the place where it is most badly needed, and
if you will look at these crosses here, here, here, and here [indicating],
those are our low-rental housing projects.

The CHAIRMA-. The black crosses?
Mr. CLARK. Yes, the black ones are built. You cannot see the little

circular ones quite as well. There are a few of them; they are under
construction.

The CHAIRMAN. How many units actually are built?
Mr. CLARK. About 10,000.
You will note, sir, that many of these public-housing units have

had of necessity to be placed in blighted areas. They are the most
expensive. They are the least satisfactory because in the end you
don't do much to decrease density, and you concentrate your people
in an area where to a large extent they are cut off from other people
in the community. There are sociological difficulties about building
on vacant land. It is difficult to get approval of the legislative body
to move on to vacant land, but our whole push has been to put as
many of those housing projects on vacant land as we can, and you
will see we have had some success, here, here, here, and to some extent
here. Those are out of slum areas, and yet they are public housing
projects of which we are pretty proud.

Now, sir, with your permission, I would like to go back to the Chair
here and state at once to you that there are four blunt facts which I
would like to press on the members of your committee with respect to
our Philadelphia shelter situation. The first one is that out of the
five-hundred-thirty-one-thousand-odd Philadelphia families, and un-
related individuals, who had incomes of less than $5,000 a year in
1949-and I pause parenthetically to say, of course, the income is
higher now because of inflation, prosperity, and other factors, but that
is the last census figure we have to go on-531,000 families who had
incomes of less than $5,000 in 1949, the vast majority still need and
cannot get better housing.

That is my first point.
The CHAIRMAN. You said under $5,000 ?
Mr. CLARK. Yes, sir; $5,000 or less.
By now I think it would be six or sixty-five hundred, or less.
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The second fact is that this lack of adequate housing slows down
and sometimes stymies every effort to renew the city.

The third fact is that contributing to the slowdown, and to the
delay in pushing forward with renewal efforts excessive and restric-
tive Federal controls, are making a very real contribution.

To put it in simple language, there is too much red tape.
The CHAIRMAN. That is a very good statement.
Mr. CLARK. And the fourth basic fact is that as a result of the first

3 facts we are hardly keeping abreast with the rapid spread of slums,
and we are not getting ahead of the program, and until these 4 prob-
lems are solved, and the program is stepped up, we are not conquering
this thing about which you were kind enough to say we talked so much,
and we did as much as we could, but I cannot say to you with candor
that Philadelphia is licking its slum problem. It is not. And that is
why I am so happy to have you gentlemen here today.

Now, what is the remedy ? I think we can put that into three basic
categories. The first thing is that we have got to prevent additional
substandard housing and blightening environmental factors from
spreading, and I will speak for a moment about that later.

The second is that we have got to eliminate our existing substandard
housing and blighting factors, and the third is that we have got to pro-
vide adequate housing for all groups: preferential, elimination, pro-
vision of housing.

Now, on the first one, preferential, I won't spend much time. It is a
problem of maintaining existing standard structures, and insuring
that new structures and new city developments are up to par. Fun-
damentally, that is our problem.

The CHAIRMAN. That is the city problem, fundamentally ?
Mr. CLARK. Yes. I am happy to say that the council has passed,

and I signed about a year or so ago, what we think is a model, modern
housing code. It went through many drafts. It had the benefit of our
best brains. We are proud of it. It is on the books. Our problem is
to get the money for inspectors to enforce it with compassion, because
you cannot enforce it strictly and legally and throw people out on the
street where they have no place to sleep, and that is our problem which
I will not pretend we have solved, but with the assistance of our very
able housing coordinator, and the commissioner of licenses and inspec-
tion, and I hope with even increased participation of the city council,
as a result of budget recommendations I sent down to them a few
weeks ago, we hope to have an adequate corps of inspectors to give
us selective housing code enforcement in those areas where we are able
to make provision for resettlement of displaced families, and do the
thing on a compassionate basis.

We admit that that is our job, and we want to do it, and we are doing
our best to get it done.

The most useful Federal tools to help us are primarily the various
loan and mortgage underwriting programs, plus some limited help
in planning. We think we have got a pretty good planning com-
mission, and we think it is reasonably adequately financed, but there
are those Federal aids in planning we would like to take advantage
of because, as I have said to your committee, and other congressional
committees before, we cities are always before you for a tincup hand-
out. With 75 cents out of every dollar in taxes going to the Federal
Government, we find it very difficult to raise the additional taxes
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necessary to get ahead with this, as well as other problems and pro-
grams.

In addition, of course, funds are available under title I of the
Housing Act of 1949 for some facets of this operation. But in Phila-
delphia we think we need those funds so much more for elimination
that we are rather loathe to press to get them diverted to preferential,
and as we will see in a minute there is a ceiling on what we can get,
and, of course, there has to be a ceiling. I admit that.

Let me turn now to the second category, which is elimination of
existing substandard housing and bhghting factors.

Mr. BARRETT. Mr. Mayor, may I ask you this question: What per-
centage of your income do you give to the State of Pennsylvania?

Mr. CLARK. Twelve and a half cents out of the tax dollar goes to the
State, 121/2 cents to the city, and 75 cents to the Federal Government,
and may I say, sir, parenthetically, I have been trying to beat some
doors down at Harrisburg to get some State money for this program,
but I think you, Congressman Barrett, are as aware as I with the
problems confronting the Governor and the house up there with try-
ing to get enough funds to build a civilized housing program for the
State of Pennsylvania.

Speaking of the elimination of blight, there are two facets to that,
the physical destruction of buildings too far gone, and the rehabilita-
tion of those that can be saved. Of course, the first Federal tool there
is the financial aid under title I to help local authorities to clear slum
dwellings, and to help encourage owners to fix and maintain their
property. There is in addition section 220, the FHA mortgage in-
surance provision, which is designed to help those owners once they
are encouraged to get the funds to do the job. We add to the Federal
funds our own cash for actual redevelopment under the 2 to 1 ratio, or
for capital improvements in support of redevelopment, and we have a
good many other contributions as part of our 6-year capital-improve-
ment program, at least 1 major one of which we are going to do with-
out Federal funds, and that is the provision for a food distribution
center down in South Philadelphia, which only indirectly affects
shelter, but will, if we can complete it, and I think we can, turn a
dreadful dump and blighted area into a useful business and social
purpose by having a food distribution service there. We are not
getting Federal money for that. We are expecting to put about $9
million of city money into it.

The CIHIRrMAN. If I may interrupt, you mention 220, which is
apartment housing, to be built where we have had slum clearance, and
urban renewal. I understand there has not been any apartments built
in the city of Philadelphia under that program; is that correct?

Mr. CLARK. It isn't working, sir; you are quite correct. We haven't
given up on it yet, but I must say our experiences to date have been
most discouraging in trying to get lenders and borrowers together to
utilize O0). I don't know of anything Mr. Rafsky has worked harder
on in the last 6 months than to coordinate that activity. He hasn't
quit yet, but I must say it isn't working.

The CHAIRMA~. Later on in the hearing we hope to have some of
those prospective sponsors before the committee in an effort to find
out what is holding it up.

Mr. CLARK. Yes, sir.
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Now, there isn't any doubt about the fact that this title I program
has succeeded and will succeed in the future in tearing out slums, but
the problem is, how many and how much. I think if there is one thing
we have learned, it is that it is a terribly expensive and costly thing to
tear down your slums and replace them with economic use which de-
crease density and yet are socially desirable.

Of the first $500 million which was appropriated for title I, we got
$30 million, which was the most we could get under the law. We
really reached with that tincup on that one. That will make possible
eventually elimination of less than 4 percent of the 103,000 dwelling
units in certified redevelopment areas-those are the areas in gray over
there on the map-at the time of the 1950 census.

The CHAIRMAN. But are you going to use that in the brown areas,
the slum areas, or in the gray areas?

Mr. CLARK. In the brown areas, the slum areas, sir. The gray areas
are the industrial areas.

The CHAIRMAN. I see.
Mr. CLARK. They are going in the brown areas.
Now, we are also hopeful to get $30 million more out of the last

$500 million which the Congress was generous enough to appropriate
this spring. And in that way we think we can complete what we have
already started in the Southwest Temple and East Poplar areas.
That is the biggest blight. That is in there [indicating].

I wish you could take a little tour in there and see it, both because
you will be depressed at the slums you will see-

The CHAIRMAN. Could I interrupt to ask you a question: About
what size spot is that in blocks?

Mr. CLARK. Well, I think we figure we have all through the city
700 blocks which are substandard, and I would say that about two-
fifths of them would be about in here. It is much the biggest area.

Mr. LAMMER. The Southwest Temple area is about 50 acres. I
couldn't express it in terms of blocks; probably 20 blocks.

Mr. CLARK. But that is not the whole area, Frank.
The CHAIRMAN. Would you identify yourself for the record, please
Mr. CLARK. Mr. Frank Lammer, executive director of the Phila-

delphia Redevelopment Authority.
Mr. LAMMER. In terms of acres, the projects on which we are cur-

rently working involve the clearance of possibly 200 acres in this area,
and 300 acres down here with about 8 acres over in West Philadelphia.

The CHAIRMAN. What percentage of your crime, your fire and po-
lice expenditures of the city, your health, and all of that, are you com-
pelled to spend in those brown areas'? Have you got any idea, Mayor

Mr. CLARK. I have a general idea, and I can support it with specific
figures. I would be glad to file that with the record.

It is a disproportionate amount. It is way up, and we are convinced
that from the point of view of the economy of the city government

that slums take far more out in expenditures for crime prevention,
and the rest, than they put back in. They are a real deficit-producing
problem.

The CHAIRMAN. From the tax standpoint, it is the lowest income
producing area, and for expenditure of city funds, it is the highest;
isn't it?

Mr. CLARK. Correct.
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Now, sir, let us assume for a moment that we get this extra $30
million and use the money not just for acquisitions and demolition,
but some of the other activities which the Congress in 1954 author-
ized in an effort to stretch the money, such as writing down the acqui-
sition costs for private rehabilitation, and some money for voluntary
rehabilitation in those blue areas I mentioned, and planning-code
enforcement, because that takes a little money, too.

But even if this money could be stretched to cover 5 or 6 times the
number of buildings, we would still have barely scratched the surface
of the problem as it added up in 1950. In other words, the first $30
million got rid of 4 percent of the slums. If we are smarter now
and make it do better, maybe we could get rid of 6 percent more, but
in the meanwhile how many rundown dwellings have become slums
that we haven't been able to do much if anything about? That is
why I say we are not really moving forward much, if any. The most
we are doing is swimming fast enough to stay where we are, and not
let the tide sweep us downstream further.

The CHAIRMAN. Speaking of finance, now, and I know the financial
condition of most American cities, would you say that the city of Phil-
adelphia is doing all it can to clear these slums and must have Federal
aid ?

Mr. CLARK. We are doing all we can with the present tax base. I
have said it so often publicly that I guess it won't hurt during the
month of October, which precedes the first Tuesday in November,
that I guess I can say it before your committee: We have to increase
the tax base, and I think I can say that will take place, but I think
we are doing as much as any large city in America, but we are going
to have to do more, but when we do do more we will still not have
enough unless we can get further assistance from the State and par-
ticularly the Federal Government.

The CHAIRMAN. It must come 1 or 2 ways: It must come either
through direct assistance in Federal-aid programs, slum assistance and
housing programs, or it must come in the Federal Government and
State governments moving out of certain tax fields and allowing the
city to move in.

Mr. CLARK. Yes; and I am sure you have read the report on interre-
lationship of which Mr. Kestenbaum was chairman, and that report
took a reasonable picture. I doubt that it is possible under modern
situations to turn American taxes back. We would be happy to have
them, but I rather despair of that being a practical solution to the
problem.

Now, sir, I think I would like to skip some which is in my pre-
pared statement in order to save some time and pass on to some mat-
ters which the director of the redevelopment authority will cover in
greater detail, but I would like to say just an additional word on this
subject of redtape in connection with the administration of the Fed-
eral program. I just don't understand why it is necessary in the
legitimate effort of protecting the expenditure of Federal funds to
have so many people pass in so many ways over so long a period of
time in getting Federal projects approved and underway. It seems
that every month or two in the impatience we have toward getting
progress really going we come back to the answer that the Federal
boys won't go for that, or that won't meet Federal regulations, and
I don't tulte see why it should take 2 years to process a title I project.
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Why should so many different people have to check and recheck the
same points and sometimes where different agencies are involved come
up with directly conflicting opinions? Do the administrators in their
excess of zeal ever stop to think what is happening in the areas af-
fected by a project which is hanging fire? Do they know that even
poor housing can get far worse when the owners drop all pretense
at maintenance because the property might be demolished at some
later time, and they hear rumors to the effect, or even facts are brought
to their attention that applications are before Federal agencies which
drag and drag and drag? In the meanwhile, they just forget about
maintenance and rehabilitation, and the brown area spreads and gets
worse.

The shift from redevelopment to renewal may well warrant addi-
tional Federal staff to deal with the additional complexities involved,
but this would only partly alleviate the situation, and I would sug-
gest for your committee careful consideration of a review of the entire
administrative relationship between the Federal Government agencies
and the local communities whereby we get approval of projects from
completion to finish instead of saying, well, that is what you get for
1 year, and we don't know what the Congress is going to do the next
year, and we cannot give you any assurance, which throws us back
to piecemeal development, instead of project development, and has
this other dreadful thing that we are always racing against time.

On the 1954 act which gave us 35,000 units of public housing we
couldn't get the applications processed until almost 10 months of the
fiscal year had gone by. Then we had to run very fast, and we just
got under the wire.

I think we owe some gratitude to Federal officials who helped us
do it. But there is no reason in the world that I can see why it has
to take so long in the initial stages. It is my understanding that for
the 45,000 units authorized in the 1955 spring we still aren't in shape
to make any application because the Federal regulations are not ready.

Is that right?
Mr. RAFSKY. That is not quite correct. We have the initial work

to do on the 45,000 projects.
Mr. CLARK. Is it not true we are apt to be in the same situation

next spring that we are this spring in not being able to get under
the wire ?

Mr. RAFSKY. I think we will be in a better position because some
of the problems raised last year have been solved.

The CHAIRAN. I think I should say in extenuation of the cir-
cumstances for the agency there I wouldn't want it to appear that as
members of the committee we were shirking any of our duties. One
of the things you would like to recommend, and I would like to see
happen, is a permanent continuing housing law which let's us know
year after year what the deal is going to be with the exception of
maybe step-up in number of units.

Would you make that recommendation to the committee?
Mr. CLARK. Very strongly, sir, and I would point out when we had

it in 1949, and up to the time of the Korean war, we did pretty well.
The CHAIRMAN. Yes.
Mr. CLARK. There is one more factor I would just like to touch on

quickly before I leave this particular aspect of it, and that is the
question of relocation. Obviously slum clearance cannot proceed nor
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can code enforcement proceed adequately without a supply of housing
into which slum residents can move. Obviously, the supply must be
larger than that which is demolished if we are not simply to produce
more slums by repeating the overcrowding, and the excess density
which presently exists. The lack of relocation housing also ties up
efforts to enforce the housing code or to bring about voluntary re-
habilitation. It ties up capital improvements which lead to and
support rehabilitation.

What are we going to do when we tell a family to move so as to
make way for a park or a playground, and that family says where
can we go? And, of course, there you get which comes first, the
chicken or the egg? But we have got to get houses built in other places
if we are going to have effective slum clearance without cruelty

Now, we have talked so long about the housing needs of low-income
families that I am not going to burden the committee with another long
speech on that, but I would just like to point out that the 45,000 units.
authorized this spring were in our judgment entirely inadequate to
help us meet our problem We want 70,000 units here in Philadelphia
alone for the displacement of 70,000 families now living in substand-
ard housing. My recommendation, as you gentlemen know, was for
200,000 a year. We might have been willing to settle for 135,000,
but we saw how it went. But I would hope that you gentlemen would
feel it possible at the next session of Congress to do more than just
that 45,000.

The CHAIRM AN It is too small. It doesn't begin to meet the need.
Mr. CLARK. It doesn't begin to meet the need.
Now, again, I would like to skip over some of the material in my

formal statement which deals at greater length with this business of
the permanent act.

Mr. BARRETT. May I interrupt at this point: Are you including
units for the aged in this suggested annual number ?

Mr. CLARK. Very much so, Congressman Barrett, and I was just
about to come to that.

Why should we exclude from public housing that vast group of
splendid citizens who have grown old and are alone, or there is a
husband and wife whose children have grown up and go off, but are
not in a position to support them? Some of our finest and best people
in that category where the exigencies of the economics of the country
have made it impossible for them to put aside the money which is
necessary for a decent old age-I think we have a blindspot in that
record, and we would very strongly urge that the act be amended so as
to permit the admission into public housing units of aged people,
single people, and, more particularly, we would like to try the experi-
ment, perhaps, of building some cluster public housing which would
be particularly planned for people in that category.

It occurs to me again to stress the obvious, that that is a blindspot
which we would like to see remedied.

Mr. BARRETT. When you came to Washington I recall, too, you indi-
cated you were interested in homes for the paraplegics.

Mr. CLARK. Yes, sir.
Mr. BARRETr. And the handicapped.
Mr. CLARK. The physically handicapped are another category which

I think we might give special attention to. Their personal physi-
68692-55-Dt 1--22
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cal problems are such that you ought to be able to build shelter with
consideration for those deficiencies. I think all of us here know the
magnificent strides that the physically handicapped have made in
getting themselves in a position to earn their own living, something
like 33 percent of them are subject to rehabilitation. We are pretty
proud of what we have been able to do around here in that regard,
and I concur entirely, Congressman Barrett, in your suggestion.

One more point, and then I would like to leave some recommenda-
tions with your committee. There is a pretty much untouched field
here in connection with the housing problems of the great bulk of
Americans who are in the middle-income bracket, and who I included
in the five hundred thirty-one thousand-odd family units at the begin-
ning of my testimony.

The CHAIMArN. What do you say in Philadelphia is the middle-
income bracket?

Mr. CLARK. I would say now it ought to be about $6,500 down, but,
of course, we are dealing with 1950 census figures which are the latest
we have got, and I have compared the data as $5,000 down with the
idea that since 1949 and 1950, when the figures were put together, there
has been an increase, as we mentioned a few moments ago.

The problems of this group are not as striking as those encountered
by groups still less well off or subjected to discrimination, and their
cause is not so vocally espoused, but that is where we are going to have
to find the surplus housing which will break this vicious circle of not
having any place to send these people that you want to have move out
of the slums. Some of them, of course, live in substandard dwellings,
but in addition, they are occupying homes that are not yet substandard.
They are those below areas up there that I spoke about earlier, and
they haven't got much prospect in Philadelphia of getting decent
housing. If they can raise the cash downpayment, and afford the
monthly payments on a house priced at $10,000 or more, they might
be able to buy a new home, but no new housing is being built in Phila-
delphia which they can finance, those are privately built new houses.

There are, of course, some fine apartments available, but the mini-
mmn rent is $80 a month, and if they have more than a couple of
children those apartments aren't feasible for them. To some extent
there are used houses available, but the part that I would like to stress
is that it is just not true that if you build new housing at a reason-
ably expensive level, $10,000 or more, that there is a sort of a tread-
mill by which people will come out of worse housing and move into
now, and the worst housing will be available for the group that is
pressing below. It is too much of a pyramid. It doesn't work that
way, and this old secondhand housing, the financing terms are so
tough that in many, many instances it is impossible for people in the
income brackets I have been speaking about to move into that kind
of housing.

So what happens is that we get this housing broken up into apart-
ments. What used to be a single home will become 2, 3, 4, sometimes
5 apartments. Our housing code is one way of stopping that, but
it doesn't work too much. But what is happening all over Phila-
delphia is that we would have what used to be a fine single home, a
little run down, from which the family will move into a new dwelling,
and that old home will be broken into 2- or 3-family apartments, and
that is where we are building the slums of the future, and the financing
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situation is such that that is about all that can be done at the moment.
Now, that is particularly true with respect to our minority groups

and that, of course, is a rather delicate subject, but I think we better
face it, frankly. Partly as a result of this flight to the suburbs which
I have been taking about, and partly because of economic and social
conditions in Philadelphia which, frankly, we are rather proud of, we
have had an enormous influx of Negroes into this community. We
now have 400,000 Negroes in our population of slightly over 2 million.
They are going to be fine citizens, but their economic status is such
that they intensify this housing problem, and, in large part, those
are the ones who are going into these broken-down single-family homes
which are becoming apartments. That is where a great part of the
congestion and the concentration in the slums takes place in Phila-
delphia.

Now, our building practices here-and I think we are among the
most tolerant cities on the race question of any large city in the coun-
try-but our private building programs are such that we have been
utterly and unable to persuade private builders to build any signifi-
cant amount of new housing which is available for Negro occupancy,
and while I know it is a delicate matter, nonetheless after great
thought I would recommend that the Federal provisions for mort-
gage insurance contain a clause which would not make the insurance
available if the insured and the borrower were practicing racial dis-
crimination in connection with utilization of money for construction
of housing. I don't know how else we are going to get shelter built
for this enormous minority group within our borders, which with
all respect to their fundamental soundness are nonetheless causing us
very severe social and economic problems.

I want to tread gently on that, but it is a real problem, and I don't
think we should ignore it.

I would like to conclude, Mr. Chairman, if I may, by making 6
recommendations to your committee which are set forth on the last

.2 pages of my formal statement, and which I will make more brief
here.

First, the funds available for urban renewal must be expanded both
in overall quantity and in their availability to those cities which
have the greatest need for them. Second, a new approach must some-
how be instilled in those responsible for administering the section 220
program, particularly for rehabilitation financing. That section isn't
working now. We think it could be made to work if there was a
somewhat different attitude in the Federal administrators, and that
point will be stressed before you in later testimony.

Third, the public housing program should be expanded as I have in-
dicated, not only in the number of units which can be built, but also
in the eligibility for other groups such as the aged, paraplegic, and the
like.

Fourth, we have got to do something at the Federal level to make
adequate housing available to minority groups.

Fifth, we must stop closing our eyes to the needs of middle-income
persons and put our brains to work to devise some means of making
adequate housing available to them, too, and, finally, we have got
somehow to cut away the straitjacket of narrow, unimaginative, cen-
tralized controls so that within the limits of perfectly appropriate
and proper fiscal Federal supervision and postauditing, we can go
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ahead at the local level with the utmost encouragement to local initia-
tive, grassroots administration, and local responsibility, for something
which if it doesn't work is going to be a local headache for which local
people are going to have to take the blame.

Thank you very much, sir. I am more than happy to have had this
opportunity.

The CHAIRMAN. Thank you, Mr. Mayor. It is a very informative
and interesting statement.

Any questions .
Mr. Mayor, we want to express our appreciation again not only for

the good statement, but for your leadership in the field of housing,
generally.

Mr. CLARK. Thank you very much, Congressmen, I am so happy
you are willing to come up here.

The CHAIRMAN. At this time because he has another engagement,
we are going to interrupt our regular witnesses for a brief statement
from Congressman Hugh Scott.

Hugh, we are delighted to have you and we will be pleased to have
you take the witness chair.

STATEMENT OF HON. HUGH D. SCOTT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. ScoTr. Mr. Chairman and gentlemen of the committee, I am
very happy to be here, and I very much appreciate the courtesy of you
gentlemen in giving me an opportunity to sit with you.

The CHAIRMAN. We are glad to hear from you, Hugh.
Mr. Scorr. I trust that your stay here will be pleasant, and informa-

tive, in a city of which we are all very proud, a city with problems,
problems which you are here to give consideration to.

I know that it is your desire to have a constructive look-see at the
program of the Federal Housing Agency to determine in what man-
ner Congress may legislate to assure a better living standard for all.
our citizens. That is a desire shared by all of us, and I promise you
my continuing cooperation in the attainment of that goal.

Representing, as I do in the Congress, a section of one of America's
largest and grandest cities, it is incumbent upon me to strive for all
assistance which may possibly be given to this metropolitan area. In
a larger sense representing, as each of us does, the entire Nation, we
must look beyond the confines of our respective congressional districts,
to legislate wisely for all of our people, and to see that the executive
branch of our Government administers efficiently and well, so as to
meet the needs of the whole national community.

Those of us who sat in Congress with Albert Cole are pleased that
President Eisenhower chose him for the responsible position as Admin-
istrator for the Federal housing program. This must evoke a singular
sense of pride in you of the Banking and Currency Committee where
Mr. Cole served for many years.

Decentralization of the Housing and Home Finance Agency oper-
ations, initiated by Administrator Cole, brought about larger respon-
sibility on the part of those who are essentially the coordinating Fed-
eral officers with the several communities. The Housing and Home
Finance Agency regional office in Philadelphia, headed by my good
friend, Mr. David M. Walker, serves this purpose admirably.
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I find, upon checking, that Philadelphia has fared well under Fed-
,eral programs of assistance in the housing field. This has been true
under administrators appointed by Democrat and Republican
Presidents.

And may I add parenthetically if, as my friend the mayor says,
there are at times difficulties of coordination in any degree between
the Federal and city governments that this has historically been true
as long as my experience goes, and calls, I think, for the greatest
amount of will to cooperate on the part of both Federal and city rep-
resentatives, and I am sure that will is present.

Philadelphia has approximately 2 percent of this country's urban
population. Since 1949 the city has received approximately 2.1 per-
cent of the low-rent public-housing units which have been authorized
by the Congress. The total substantially exceeds public housing which
has been constructed in other large cities such as Boston, Cleveland,
Baltimore, and Washington. On a per capita basis, the number of
public-housing units allocated to Philadelphia compares favorably
with the numbers in New York, Detroit, and Chicago.

Under title I of the Housing Act of 1949, as amended, the city has
also fared well. There are at the present time 7 active title I projects,
5 of which are in the development stage. The capital grant which
has already been committed or reserved for these projects, aggregates
approximately $29.5 million. Every possible aid has been given to
the city in connection with these projects, and I am sure that the
Urban Renewal Administration will continue to work with the city
to help it further eradicate its slum areas.

This favorable situation results substantially, I am sure, from the
interest and diligence of all Philadelphia Representatives in Congress,
including my esteemed friend Bill Barrett, who sits as a member of
your subcommittee. I like to think that I, the lone Repubhican in
the Philadelphia delegation, have made a considerable contribution
to the cause of decent housing for our people. To me there is no
partisan advantage in the tolerance of the slum conditions, a state-
ment in which I know this group concurs.

And, again, parenthetically, I would like to add that I have at all
times supported the public-housing program and supported it fully
and sometimes to a greater extent than recommended by any admin-
istration during my time in Washington.

There is not sterner test of the fiber of any Government agency
than its performance under the adverse conditions of regional or
national disaster. I have personal knowledge of the wonderful serv-
ice rendered by all elements of the housing agencies when floods
devastated portions of Pennsylvania in August. There were, on the
scene as the floodwaters receded, specialists to counsel and assist
the local communities in their immediate rehabilitation needs, and
others soon thereafter who helped plan for long-rang rehabilitation.
The gratitude of Mayor Hanlon of Scranton for this cooperation was
profusely stated in a telegram to the President commending the Hous-
ing and Home Finance Agency for its help to that city.

Again may I repeat my welcome to the city of Philadelphia, and
give you my pledge of assistance in the coining session of Congress
for constructive efforts which may originate from these hearings to
benefit the people whom I have the honor to represent.
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I would like to say again thank you for permitting me to be heard

early, as I do have another engagement.
The CHAIRMAx I would like to say, Congressman Scott, that we

are delighted to have you here before our committee, and on the
record I would like to note the good loyal support you have always
given in the Congress to the housing programs. It is a pleasure to

have you here.
Mr. SCOTT. Thank you very much.
The CHAIRMAN. The next witness is Mr. Frank Lammer, executive

director of the Philadelphia Redevelopment Authority.
We are glad to have you, Mr. Lammer.
Mr. LAMMpER. Thank you, sir.
The CHAIRMAN. You may proceed in any manner you desire. Do

you want to incorporate your statement as the mayor did, and discuss
it, or do you want to read your statement?

Mr. LAMIMER. I would prefer, sir, if you and the members of your
committee can bear with me, to read it.

The CHAIRMAN. All right.
Mr. LAMMER. Because I have a rather technical subject.
The CHAIRMAN. You may proceed.
Mr. LAMMER. Thank you.
Mr. BARRETT. Are you substituting for Francis J. Myers?
Mr. LAMMAER. Mr. Myers intended to present these facts to you.

He is unfortunately ill at home recovering from a recent stay in the
hospital. I haven't spoken with him, but I do know that he most
ardently wanted to be here, and I know that he regrets not being able
to attend.

The CHAIRMAN. We are sorry the Senator couldn't be present but we
are glad to have you.

Mr. BARRETT. Mr. Chairman, I would like to go on record as saying
that the former Senator sent a very god pinch-hitter in for him.

Mr. LAMIMER. Thank you for that, sir.

STATEMENT OF FRANCIS LAMMER, EXECUTIVE DIRECTOR,
PHILADELPHIA REDEVELOPMENT AUTHORITY

Mr. LAMMER. Any information given to a body such as yours should
begin with an explanation of the problems inherent in any redevelop-
ment program, and, further, in explanation of the particular problems
that beset the Philadelphia program. The redevelopment process is
one affecting the lives and property rights of thousands of individuals
and families. It causes considerable hardship in a number of cases.
It is a legal problem involving boundaries, easements, reversionary
rights, and liens. Any program so intimately connected with the
lives and mode of living of so many people must necessarily be cautious,
slow, detailed, and time consuming. It must fully protect, and in
order to protect it must know the tight of tenants and owners.

Before one block can be acquired the redevelopment authority must
and should know the status of occupancy .of each individual, small
business, and manufacturing plant in that block. It must know the
value of the properties. In the case of a small business or industry,
it must know the loss involved in moving that business or industry.
In the case of families, it must know their income, source of income,
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number of dependents, their rent-paying ability, the type of accommo-
dations they require, and if such accommodations are available in the
rental market. The authority must know further what lies beneath
the ground, the utilities that are available for further use, those which
must be disconnected and removed. It must know if the land was
originally filled, and whether it is good soil for building. If filled,
it must know the depth of the fill, and the problems that must be met
in construction of new foundations.

The authority is further responsible for knowing the marketability
of the land after it has been cleared, and hence must determine its
resale value. This resale value itself is dependent on the type of plans
prepared for that land by the Planning Commission, and the author-
ity, and that plan for the smaller parcels must fit in with and be a
part of the overall plan for the entire community.

If designed for the purpose of building a group of new homes to be
sold, the Redevelopment Authority must have market data to prove to
its own satisfaction that houses built in this locality at the going
price for the type planned can be sold. If desired for rental occu-
pancy similar studies must be made as to the rents that can be obtained,
since these rents determine in the ultimate the reuse value of the prop-
erty. All of these are necessary requirements, and all of them are
tremendously time-consuming. The program involves real-estate
analyses, negotiation, and development. It involves social work of the
most exacting sort. It involves vision in determining new use not
dreamed of which must, nonetheless, be economically feasible. It in-
volves promotion and a public-relations effort which the Federal Gov-
ernment in the main does not recognize.

It is a complex and slow problem, and let me repeat, it must be so.
This field is a tremendously important one. Obsolescence is the great-
est enemy that the modern city faces, and it cannot undertake the
task of renewal without Federal aid. The removal of obsolescence
and the blight that has resulted is a tremendous undertaking, and we
have barely begun to scratch the surface. The funds available are
woefully inadequate, and yet the city is unable to contribute much
more than the amount contributed to date which insures the elimina-
tion of blight over a 27-year period with no provision made for addi-
tional blight that may occur during that time.

We in Philadelphia estimated 2 years ago that our task would re-
quire an expenditure of some $270 million. A more accurate estimate
begins to reach $350 million. We do not have the funds available at
this time to make a precise determination, but suffice it to say that the
job is enormous, and more Federal aid is required.

Philadelphia began its first redevelopment project before the Fed-
eral Government entered this program. That first program was the
Friends Self Help project in the East Poplar redevelopment area.
When the Housing Act of 1949 was passed, Federal assistance was
requested to help complete this project. Assistance was granted under
a prior approval. Today, 6 years later, that project is still unfinished,
and I shall explain this reason at a later date.

We have come a long way since that time, and now have a number
of projects in various stages of completion, but I do believe that we
are still learning, and that the best means of accomplishing urban
renewal has yet to be found. Our activities in Philadelphia were from,
the outset handicapped by a State law which the Federal agency
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found difficult to adjust to its regulations. The Pennsylvania Re-
development Act of 1945, until a few months ago, required that the
redevelopment authority sell its land and have a contract with the
buyer before it could acquire the land. That act also required that
the Planning Commission prepare a detailed redevelopment area plan,
although the Federal authorities did not feel that this plan met the
Government's requirements, and this required another different re-
development plan.

We have been required to undergo additional steps which have not
been required for other agencies, and most of the Federal operations
have been tailored to fit our law which differs from that of most other
States. Our procedure until recently was one of constant legal de-
termination and decisions that were time consuming and individual-
ized.

I might say further that in Philadelphia we have a strong urge
toward local determination which caused many problems with the
Federal authorities. We programed for rehabilitation years before
it was included in the 1955 program. This necessitated many sepa-
rate decisions and protracted arguments. After 6 years the Federal
Government has come to accept this as a national policy, just at the
time that we are beginning to question its widespread effectiveness
after considerable experience.

In Philadelphia our program is not a program based on clearing
areas where a large number of low-income tenants are evicted in
order to make room for very high rental apartments totally unavail-
able to the persons displaced. We have a varied program which in-
cludes clearing some of our worst slums and providing, as far as pos-
sible, new homes for the persons displaced, to which they can afford
to return if they wish. Our program includes a workingman's town
in Eastwick, with new homes a workingnan can afford. It includes
aid to public housing and includes only one project currently pro-
viding high rental reuse.

Mr. BARREr. May I interrupt at this point: What part of your
Eastwick redevelopment is open land?

Mr. LAMMER. It is within the determination of being predomi-
nantly open. I would find it difficult to give you an answer to that
because of the way it is currently built, Mr. Congressman. There are
about 2,400 homes on 3,000 acres. Less than 50 percent is currently
open, but the buildings that are there are scattered.

Mr. BARRETr. May I just interpose this point: Our situation here in
Philadelphia may appear a little strange to some of the members of
this committee, and in order to highlight the major's discussion on
our blighted areas, you might illustrate by using Eastwick as an ex-
ample, so a clearer picture might be presented.

Mr. LAMMER. I would be glad to do that.
Our blighted areas are shown in gray on this chart. These are allblighted areas, and each one has its number. Our blight proceeds

more or less In a U from Delaware River across the Schuylkill downsouth of the main business center, and back to the river again. That
is all blighted. This is a section of former industrial blight which
we are not engaged in doing anything with.

Mr. BARRErr. Would you point out the approximate distance be-tween the two rivers?
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Mr. LAMMnER. I have lived here all of my life, Congressman, but I
couldn't say. I would imagine it was about 6 miles all the way out
and back again.

Now, the one peculiar section, Eastwick, lies just north of the Phila-
delphia Airport out the southwestern end of the city. It contains
3,000 acres. It is an arrested area, one that contains shacks and
beautiful new dwellings, both. It is presently kept dry by means of
three pumps that pump about twenty some million gallons of water
a day out of the area.

Mr. BARRErr. This is the location where the banks of the Schuylkill
overflowed ?

Mr. LAMMER. Yes. There is a dike maintained along Darby Creek
on this side. There is only one sewer running through the section,
the majority is not sewered. Storm-water drainage is conducted by
means of open ditches. There is a large marsh section. The eleva-
tions run from about minus 10 to about plus 12. We plan to fill it
with silt pumped in from the Delaware River, and some silt already
provided and stored down there through a Federal cleanup operation
of the Schuylkill River, and when built we expect that it will contain
about 12,000 new homes to replace some 2,600 that cannot be improved
at the present time except at such exorbitant expense that it would be
impractical.

Moreover, there will be new drainage provided, new streets, new
schools; it is an $80 million project, which we are currently under-
taking.

The CHAIRMAN. Under what program will those homes be built
Mr. LAMMER. They will be cleared up under title I.
The CHAIRMAN. Built under what?
Mr. LAMMER. Built under 220 of the new act, by home builders in

the main. Some will be provided for low-rent public housing, but
the majority of the area designed for residential use will be built under
FHA mortgaging.

The Philadelphia two-story row home is one of the Nation's best
bargains. Today we can offer in Philadelphia such a dwelling for a
maximum of about $11,000, with 3 bedrooms and a tile bath. Our
home builders can produce that.

The CHAIRMAN. That is in single units ?
Mr. LAMMER. Yes, sir; single-family new usage.
The CHAIRMAN. You expect to build apartments on this particular

area, don't you, under 220?
Mr. LAMMER. No, sir; our program in the main does not involve

much apartment usage. The apartment today costs too much to build
for the average person to occupy. An apartment structure today with
financing costs, maintenance, and so on, has to rent at a rent which is
far above the market, and there is not much new apartment construc-
tion currently underway in Philadelphia.

The CHAIRMAN. You are building under 220 what we would call
row houses?

Mr. LAMIER. Yes, sir; row houses for the income in the middle-
income bracket.

Mr. O'HAIRA. You say a 3-bedroom house can be built in the Phila-
delphia area and sold for $11,000?

Mr. LAMMER. Yes, sir.
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Ar. O'HARA. Why is it they do that in Philadelphia and we are
not able to do it in Chicago?

Mr LAMMER. I am not familiar with conditions in Chicago, sir.
Mr. O'HARA. Well, you have about the lowest figure here in Phila-

delphio of any large city, haven't you?
Mr. LAMMER. I have heard it said, and from what I have encoun-

tered in national meetings, and so on, that our Philadelphia home-
building industry probably gives the best value in the United States
for individual homes.

Mr. O'HARA. And you pay the same scale of wages in Philadelphia
as in other cities'

Mr. LAMMER. I cannot say that, sir. I believe that New York has
a higher rate. but other cities I do not know. It may be technique.
It may be material supply. It may be the type of construction, but
we certainly have values in Philadelphia.

Mr. O'HARA. Well, is your type of construction here different from
that in other cities, such as Chicago?

Mr. LAMMER. Well, the row house in Philadelphia is a different
house from what I have seen most anywhere. I have seen a few like
ours in Baltimore, but elsewhere I have not seen that similar type.

Mr. BARRETT. What is its construction, would you explain it?
Mr. LAMMrR. Well, our city ordinances require all masonry con-

struction. Party walls are generally of cinder block 8 inches thick.
The front walls are generally brick and cinder block, brick faced.
The houses run from 16 by 34, 16-foot front, 34-foot depth, to 18 by
32, and they provide 3 bedrooms, upstairs tile bath, downstairs liv-
ing room, kitchen, and a garage underneath. It is a very nice living
unit, although a great many people from other towns complain of it
being practically an apartment. Nevertheless, it is a very nice living
device.

To go on, we have always questioned the public morality involved
in saying to the residents of a blighted area, we are going to do some-
thing for you, we are going to improve housing conditions, and then
reselling the land for the consrtuction of high-priced apartments at
economic rents based on current construction costs of about $30 a
room a month. That is about the price in Philadelphia for new
high-priced construction.

Under such circumstances we would have done very little for the
persons displaced. The major problem that has confronted us from
the beginning of our effort has been the problem of finance. A while
ago I spoke of the Friends project. We call it East Poplar No. 1.
The Friends were advised by FHA to apply for two mortgages, one
for each half of the block that they purchased from the redevelopment
authority. I believe they had difficulty in securing tenants to occupy
the entire block at first, and so the block was split into two portions
so that they could proceed with one-half.

The application for the first section was made under section 213
of the National Housing Act under which a mortgage guaranty of
$8,100 a unit was secured by Friends. Since this project was a re-
habilitation project, the FHA encountered great difficulty in process-
ing the application, but their cooperation was complete, and the
mortgage commitment was granted. Friends later applied for a com-
mitment on the second half of the block. Congress had changed the
rules.
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Mr. BARRETT. May I ask a question: What period of time does it
lake to process an application through FHA?

Mr. LAMMER. 213, as I understand it, was designed for new con-
struction, and a rehabilitation project had never been approved up to
that time, so that the planning work involved was considerable, the
regulations had to be made up as they went along, and, if I recollect
,correctly, it was something in the nature of about a year's time to
process the loan. It may have been longer. I am not thoroughly
familiar with that detail but I know that it was a terrific job because
blueprints were required of the condition of the buildings as they
were, the condition as they would be when stripped, the condition
after rehabilitation.

The CHAIRMAN. Well, we are going to have Mr. Herford Crossnan,
who can give us the details on that; can he?

Mr. LAMMER. Yes, sir; he can.
The CHAIRMAN. All right.
Mr. LAMMER. Well, the rules had been changed, and 213 was no

longer determined by cost when Friends applied for their second
mortgage. Value was the determinant.

The mortgage offered by FHA was totally inadequate, and so this
wonderful project now at least nationally known has been obliged to
await congressional action which would permit the Federal Housing
agency to insure the other half. We hope that the amendment con-
tained in the Housing Act of 1955 permits the completion of this
project, that is now in process that second application, to my under-
standing, but thus far it still stands as an example of the intricacies
of governmental regulations.

Now, of course, when insurance companies, the school board, or the
housing authority, builds they need no mortgage finance but insurance
companies had withdrawn from the field of redevelopment by the time
that Philadelphia had begun its operations, and we were dependent
upon the home builders for our new construction. It costs the home
builder the same amount of money for a 2-story 3-bedroom 18 by 32
row house whether he builds it in one of Philadelphia's best neighbor-
hoods or whether he builds it in a redevelopment area. In fact, it may
cost him more in a redevelopment area because of foundation prob-
lems. The redevelopment area might be a place where sales could be
made more readily, but to the builder it is a new experience, and if he
is to take a risk he prefers to take it elsewhere, and so did FHA.

Until this year there has been no adequate vehicle of Federal finance
able to redevelop areas, and we have not yet fully tested the possi-
bilities of 220 financing. We believe it can be made to work, but we
shall not know for some time to come. I refer particularly to rehabili-
tation. The Federal Government in issuing a mortgage under section
213 on the Friends project required that the redevelopment authority
redevelop certain adjacent blocks so we planned Penn Town, that is
the 172-unit development immediately south of the Friends. We
wanted to make section 608 available for its financing. FHA refused
to consider 608 and suggested section 207. No builder would con-
sider a project in a renewal area where an investment from 10 to 15
percent was available where he could build in similar other areas with
no cash down at all. Penn Town was financed by an issue of rede-
velopment bonds. It has been successful, but because of many prob-
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lems encountered the authority decided against any further financing
of projects on this bond-issue basis.

Our next private-enterprise undertaking was in the Southwest
Temple redevelopment area, a group of 229 dwelling units with
35-percent State subsidy, a payment to the builder of 35 percent
to reduce rents. The successful bidders in this project have been
working with FHA for more than a year, and have been able to
solve their problem of finance only since the passage of the 1955
amendment to the Housing Act.

We confidently feel this project will be underway shortly. I under-
stand its commitment is virtually ready for issuance. But until re-
cently, despite the 35-percent construction subsidy, FHA had been
unable to grant satisfactory insurance because of the requirements of
the old act. This has been one of the worst factors of delay in our
picture. Until the very recent past the Federal Government en-
deavored to conduct this tremendous program involving hundreds,
perhaps thousands, of projects in all sections of the country from
its Washington office. This authority, together with others, recom-
mended and urged decentralization. That step has now been accom-
plished, and I am happy to say that approvals have been speeded
up more than 100 percent. As a matter of fact, I should like to
compliment the Federal Government in the selection of its personnel
for our local offices. I think that they are extremely well qualified,
and it is a pleasure to work with them. Our service is excellent;
our relationship is cordial, and where the local office determines, dis-
cussions are promptly given. We have only one comment to make
with regard to decentralization: It has not gone quite far enough.

Land resale values, contract amendments, and parts of partial
grants should also be delegated to the regional office.

I should also like to point out two problems we feel still exist.
It may be one of these problems is solved presently. Prior to de-
centralization a staff of approximately 125 people attempted to proc-
ess all papers, plans, appraisals, and so forth, for the city. Every
employee's desk was piled high, and this created a huge problem. At
one time we considered hiring an expediter just to get our papers
to the top of the pile. After decentralization that problem has
lessened. We receive prompt replies to matters within the jurisdic-
tion of the local office. I still wonder, however, how a staff of, say,
three attorneys, which I believe to be the present number in our re-
gional office, can process all the legal documentation from the wide
area they cover.

The redevelopment authority of the city of Philadelphia has four
attorneys-

The CHAIRMAN. Are you speaking of the regional office, the legal
staff here in Philadelphia?

Mr. LAMMER. Yes, sir; of the Urban Renewal Administration.
The CHAIRMAN. All right.
Mr. LAMMER. Our authority has 4 lawyers for the 1 agency, and

they covered a multitude in this wide area, and I wonder if their staff
is adequate presently. At least, I think there is a tremendous burden
imposed upon them.

Further on this-
Mr. BARRETT. I just want to add at this point, I would certainly

like to commend you on your statement about the local officials. We
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didn't get that in New York. I think it is worth while having on
record that the Philadelphians are hving up to the expectations of all
people with whom they deal.

Mr. LAAMER. We are fortunate. We have local people who in the
main are familiar with our program. Our administrator of urban
renewal here has been connected with the program in our area since
its beginning. The Administrator of the Housing and Home Finance
Agency was formerly the director of the redevelopment authority,
and hence knows the program intimately.

Our field representative has been with us in handling our work since
the beginning of his employment with the service.

Mr. BARPurr. I didn't mean to take you away from your subject.
I would like you to continue.

Mr. LAMMER. Yes, sir. We have no problem in that regard, and I
believe we are fortunate.

Now, further, on the problem of decentralization, I should like to
discuss the necessity of closer interagency control. This is a recom-
mendation we have made in the past, and while certain of the Federal
agencies involved cooperate fully, there are still problems that occur.
Recently we sold land to the housing authority. The Urban Renewal
Agency felt that the resale value established by our reuse appraisal
was 5 cents a square foot too low. The Public Housing Agency asked
their local agency, the Philadelphia Housing Authority, to have the
resale value price reduced because they felt it was too high.

It is difficult to say whose word should govern, but certainly in mat-
ters of this sort, review of price should be made by only one of
HHFA's constituent agencies, and that determination should govern
on the resale valuation.

We have another illustration where the Philadelphia planning
Commission decided that adequately planning was required to give a
proper tone to a new neighborhood, and thus increase salability.
The Urban Renewal Agency agreed with this, and the plan was
therefore developed for a tree-lined esplanade. The FHA, in con-
sidering its mortgage commitment, cannot consider the trees as being
of additional mortgage value despite their additional cost. The re-
developer is still hoping for a determination for the FHA to include
the cost or for the planning commission and the Urban Renewal
Agency to remove the trees. Certainly one agency should be govern-
ing in this matter. Only one agency should review the problem, and
that review should be final and binding, rather than a multiplicity of
agencies each one coming up with its own determination.

This same problem of agency control by HHFA exists in the plan-
ning field. The local public agency has a difficult problem reconciling
the views of its own large number of agencies and branches of munici-

pal government. We must deal with city council, the department of
streets, of water, the planning commission, and so forth. When we
have our plan prepared it is reviewed by URA, the Urban Renewal
Agency, adjusted, and then approved.

The Public Housing Agency is apparently covered by a different set
of rules, and revisions of revisions results.

This brings us to the problem of program rigidity. I have no solu-
tion to this, but feel that careful examination might point a way. The
mayor spoke of this same problem. The program presently requires
that a plan be developed, costs obtained, approvals set, and the whole
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mass of data becomes a part of a contract document. Any contract
whose activities are expressed over a period of years requires adjust-
ment as times and circumstances change. Under present contract
procedures, this is difficult and time consuming. This contract in-
flexibility requires a great amount of additional work on the part of
the local public agency, and its parental partner, the Urban Renewal
Administration.

An area begins to take shape according to plans that have been sub-
mitted. There is no library within several miles of the area. Neither
the local public agency, the planning commission, nor the Urban Re-
newal planners noticed this deficiency. We see it later, and take
steps to modify it. The board of the trustees of the free library ap-
proves a new branch for our new town. To include this branch we
must change the area, plan the financial plan, and the acquisition costs,
and other contract data, and amend the contract.

We wonder now whether the library, as an asset, will counterbalance
the efforts required to make the change in the contract. We decide
to exempt the local industry from the undertaking. The industry is
excluded. Several years later the industry finds it more advan-
tageous to move elsewhere, and we are threatened with a vacant fac-
tory too old to accommodate a satisfactory use. We find it too difficult
to change the contract in this case, and so we do it on our own.

The Federal agency identifies the expenditure as a local grant-in-
aid, which we do not require in our financial plan, but which will be
applicable later as a pooled credit to some other redevelopment area.

It seems that there might be established, instead of this individual
contract procedure, an annual program with annual Federal con-
tributions like an open-end mortgage which could be amended as needs
dictate. Philadelphia works that way, thinks that way, and has
demonstrated that it is qualified to carry out its share of the job with-
out the scrutiny of minute detail which exists under the present
method.

In summary, I should like to say decentralization has speeded up
processing by the Urban Renewal Agency within the framework of
the authority delegated to that agency. Much greater effectiveness
can be accomplished with a delegation of further authority to the
field. Efficient operation of the regional office has been fully demon-
strated in its months of operation.

Full coordination of all agencies having interest in redevelopment
problems, that is urban renewal, public housing, and FHA, will result
in a speeding up of the redevelopment and renewal processes.

Following this coordination, decisions regarding reuse values, site
planning, and future usage should be the responsibility of the one most
interested agency, and that decision should be final and binding upon
all parties and agencies interested.

Lastly, wider latitude should be extended to local public agencies.
to lighten our load and the load of the regional HHFA office.

The CHAIRMAA . That is a fine statement, Mr. Lammer. You give
us some very concrete facts and recommendations. I want to thank
you.

These gentlemen may have some questions for you.
Mr. Barrett?
Mr. ASHLEY. No questions.
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The CHAIRMAN. Any questions ?
Mr. WIDNALL. No questions.
The CHAIRMAN. This is Mr. Widnall from New Jersey, who has

just arrived.
Mr. LAMMER. Thank you very much, gentlemen.
The CHAIRMAN. We are delighted to have you with us, and to give

us those facts which I hope will be helpful in our recommendation.
The next witness is Mr. William Rafsky, housing coordinator.
Come around, Bill. The last time I ran into Mr. Rafsky we were

appearing on the same program at the National Housing Conference
down in Washington. He spoke before I did, and I learned a lot
more about housing than I had ever known before. I suggest to the
members if you have any questions to ask, this is the man who can
answer them for you.

We are delighted to have you.
Mr. RAFSKY. Thank you very much for those remarks.

STATEMENT OF WILLIAM L. RAFSKY, HOUSING COORDINATOR

Mr. RAFSKY. At the committee's suggestion, I have prepared a brief
statement on our major problem: relocation.

Relocation is at the core of all activity aimed at improving houses
and neighborhoods. Relocation, unfortunately, has been one of our
most difficult responsibilities and has posed obstacles which we have
not fully overcome. At its hub, relocation touches on all aspects of the
urban renewal process. Without the successful handling of displaced
households, we cannot have effective slum clearance, rehabilitation,
or code enforcement. The city of Philadelphia has recognized the
problem and, particularly in the last year, has organized in a con-
certed effort to overcome the difficulties. But the record speaks more
tellingly than words.

Up until this year, our redevelopment authority has had the respon-
sibility of rehousing from the first 4 slum-clearance projects 1,154
households, 810 of whom were families. To the extent that we could
check, approximately 55 percent of this group moved into unsatisfac-
tory dwelling units. Our current workload is 964 residential units,
670 of which are families. We anticipate that our rehousing bureau
will be required to relocate 3,000 families during 1956 if the plans
for our current program can be translated into action. The bulk
of the increase in workload will be brought about by an intensification
of our code-enforcement program. In addition, the Philadelphia
Housing Authority will be tearing down a large number of temporary
units and displacing families who are eligible for low-income public
housing. The city's slum-clearance program is also expected to con-
tinue at a stepped-up pace.

Recognition of the size and formidability of the problem has led the
city to establish a centralized relocation service, which ties together
the work of the redevelopment and housing authorities with the city
itself. This service, centered in the office of the housing coordinator,
uses the existing facilities of the rehousing bureau of the redevelop-
ment authority. The city of Philadelphia accepts responsibility for
the rehousing of all households displaced by any governmental action,
whether slum clearance, code enforcement, or public improvement.
As a result, we have a central point where families and individuals.
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affected can receive aid. We have a unified approach to the private
housing market and have worked out an excellent arrangement with
the real-estate boards of Philadelphia for obtaining information on
existing vacant units. To prevent possible slipups, we have alerted
our city housing rent commission, which, under current city ordinance,
must pass on all eviction notices. In short, we have devised an ar-
rangement which we believe most effectively prepares us to handle
the relocation problem. This office, with the approval of the mayor,
is seeking additional funds from city council to cope with the in-
creased workload anticipated next year.

At the risk of overemphasizing our organization and structure, I
have wanted to point out clearly and sharply that we take this re-
sponsibility very seriously. Yet in spite of all our preparation, we
cannot overcome serious impediments to a successful job. The key
obstacle which confronts us any way we turn is an inadequate housing
supply for all those who are below the high-income brackets. We
are especially slowed up in our housing and neighborhood improve-
ment activity when we are dealing with lower income groups. Ex-
cept for the handful of relocation involved in some public-improve-
ment programs, such as street widening, where little or no assistance
is required, the maximum annual income of families with which we
are concerned did not exceed $4,100. The amount and quality of
shelter that such income can buy is extremely limited in the Phila-
delphia housing market, or, for that matter, in that of the surrounding
area. As Mayor Clark has already pointed out, even the bulk of used
housing and rental accommodations are beyond the means of this
group.

It is true that public housing can accommodate within the supply
available many of these families at the lower end of the income scale.
In fact, of the 1,480 families which have come to the attention of our
relocation bureau, 888, or 60 percent, appeared eligible for low-rent
public housing. Under present regulations, however, the 638 single
persons and unrelated individuals, nearly all of whom are within the
public housing eligibility income limitation, could not qualify for
such accommodations. This weakness in the public-housing program
should be corrected. Furthermore, serious consideration should be
given to the raising of income eligibility in view of the general rise
of shelter costs in Philadelphia and in our economy. We note that
approval for such revision has been given to New York City.

The CHAIRMAN. I lost out on what you said. Would you go back
and give me that statement again?

Mr. RAFSKY. Mr. Congressman, our eligibility, incomewise, for
public-housing families does not exceed about thirty-two or thirty-
three hundred dollars for initial application unless they are unusual
circumstances.

The CHAI.m IAN. You are talking of the limit for entry into public
housing

Mr. RAFSKY. Yes.
The CHAIRMAN. You say it has been revised for the city of New

York?
Mr. RAFSKY. Yes, they recently received authority from the regional

office in New York to increase theirs approximately three or four
hundred dollars.

The CHAIRMAN. All right. Thank you.
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Mr. RAFSKY. Even for families eligible for public housing, units
may not be available. Although in line with the commendable Fed-
eral regulation that dislocated families receive top priority for public
housing, we find that there are insufficient large units to handle many
families who are displaced. Almost 50 percent of the public housing
eligible families who were dislocated, 410 needed units of three bed-
rooms or more. Construction costs and Public Housing Administra-
tion regulations being what they are, our housing authority does not
have a sufficient supply of such size units available.

I am told, for example, that there are 2,300 families on our waiting
list for units which we do not have available because of the size
problem.

Here, again, the relocation process is slowed down and sometimes
brought to a long, painful halt. The effects are not confined solely
to large families, but the whole neighborhood improvement impetus
can be lost.

Although the causes are probably diverse, it is startling to note
that the 55 percent who moved into unsatisfactory dwelling units in
our past experience with relocation were all nonwhite. Aside from
other considerations, housing for minority groups is extremely diffi-
cult to find in Philadelphia and even more so in the surrounding area.
Of the total workload thus far, 1,881, or almost 89 percent, involved
residential units inhabited by nonwhites. It is distressing to realize
that 1,305 of this group were families, meaning usually that children
were involved. There is no discrimination in our public-housing
projects, but nonwhites are hindered in obtaining accommodations on
the private-housing market.

When minority groups are also in the low-income category, as so
many are in our relocation workload, we have a knotty situation for
which few solutions have presented themselves. This can be illus-
trated in that 868 of the 888 families, all but 20, eligible for public
low-rent housing were nonwhite, almost two-thirds of all nonwhite
families who were covered by the relocation bureau's responsibilities.
The city's commission on human relations is concerned with expand-
ing shelter opportunities for nonwhites. It has found very many
difficulties which have long existed in the private-housing market. A
survey prepared for the commission discloses that new private housing
made available to Negroes, either on a segregated or integrated basis
between 1946 and 1953, totaled 1,044 dwelling units, while the total
private construction volume was in excess of 140,000 units. The vol-
untary home mortgage credit program, which has been in operation
10 months, has received 17 applications from minority families for
existing individual owner-occupied homes; 3 loans were made, 6 loans
rejected, and 8 are still in process. Obviously, this has only provided
the "drop in the bucket."

No statistics have been kept on the number of aged families, and
individuals who are affected by displacement brought about by gov-
ernmental action. Where aged individuals are involved we again find
great difficulty in procuring proper accommodations. Many of them
are single, and even where families are affected, special types of
facilities are necessary. No walking upstairs, for example. This even
limits public housing for the aged group.

68692-55-pt. 1--23
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Other human factors also tend to make the rehousing burden more
severe. We find many broken families, households without male
heads, health and moral problems, and others in our blighted neighbor-
hoods. Relocation of necessity must involve more than the supply-
ing of a new physical environment. We recognize that in some cases
physical property has been abused by individuals who do not under-
stand and have never been trained to use it. Such action discourages
the private real estate industry and irritates public housing manage-
ment and can very much affect an entire block, and even a neighbor-
hood. More recognition must be given, therefore, to the contribution
that can be made by the social worker operating in close harmony
with the relocation service. One person trained in these skills is
already on our relocation staff, and funds for a second social worker
are being sought. The impact, however, of working with these
families is communitywide, and it is necessary to make the entire
health and welfare service facilities of a community aware of working
with those of us in the shelter side on a cooperative basis. Where
families are on public assistance, the meager funds make it almost
impossible to cope with these social, mental and emotional problems.
It is in this regard that the State, as well as the Federal Government,
is in a position to exercise greater responsibility by providing more
adequate funds for families who need public assistance.

In a similar vein, we must look to our private building, home financ-
ing, and real estate industry to help provide a larger market for
the families with whom we are concerned for relocation purposes.
Section 221 of the Federal Housing Act of 1954 has proven unwork-
able in a city like Philadelphia. The cost limitations imposed, par-
ticularly for new construction, are so far below the current minimum
home prices that no interest has been evoked in this area. Personal
contacts with mortgage men and home builders has produced not
even an inclination to try section 221. Nevertheless, there is ample
evidence that there is a large housing market among families in the
lower income groups. Many of them are willing to pay more for
their shelter if given decent accommodations. Our relocation expe-
rience indicates that 70 percent of the families paid more for their
housing after relocation. In so many cases these households were
spending far less than the national average of 20 percent of income
on shelter. We in the city of Philadelphia have been prepared to
work with private industry to supply this type of housing. So little
has been accomplished, however, that as Mayor Clark has pointed
out, bolder efforts are necessary.

The relocation problem is involved with many of our basic human
difficulties. Much more, however, can be done if certain steps are
taken, and I recommend, Mr. Congressman, six specific recommenda-
tions which I would like to refer to at this time.

No. 1. Federal Government incentive to increase the housing supply
for middle-income families with priority given to displaced house-
holds.

No. 2. A greatly expanded public-housing program.
No. 3. Liberalizing the eligibility requirements for public housing

to permit (a) unrelated individuals and single persons to qualify;
(b) higher income limits commensurate with the increase in shelter
costs; (c) especially designated units set aside for the aged.
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No. 4. Increased Federal assistance, both in terms of funds and
staff service in handling the lelocation workload.

No. 5. Use of all the Federal powers, including the special assist-
ance authority of the President, to aid minority groups in obtaining
decent shelter.

No. 6. Reexamination of the section 221 program of the Federal
Housing Act of 1954 to take into account the high-cost building areas
like Philadelphia.

We believe that as a result of these hearings Congress, and through
it the Federal administration, will obtain a fuller understanding of
the difficulties involved in relocating displaced households. The time
has come when we cannot consider it merely an adjunct to more con-
crete urban renewal activity. It must be given full recognition as
part of the total program. It is in this light that the above recom-
mendations have been made.

I very much appreciate the opportunity you have given to us to
present our experience to you.

The CHAIRMAN. Thank you, Mr. Rafsky. That is a very helpful
statement right on the button.

I have about 1 or 2 questions, and then I am going to turn you over to
the other members.

We have heard from the mayor, and from the gentleman who pre-
ceded you, the necessity for the elimination of as much red tape as
possible, with which everybody agrees, I am sure. Now, what do
you think-and I am speaking not only of Philadelphia's problem,
because we must think in nationwide terms, large cities and small,
in Congress-what do you think of the so-called workable program
concept? Do you think it can be simplified and if so how can it be
simplified ?

Mr. RAFSKX. WVell, my answer has to be in terms of Philadelphia's
own experience. We in terms of mobilizing our housing agencies to
attack the problem of blight and improved neighborhoods in Phila-
delphia, in effect drew up a workable program even before the regu-
lations required it, and so it did not pose a difficult burden on us,
but I do believe that in terms of trying to get the Federal Govern-
ment's program operating effectively that there can be many sim-
plifications in the workable program. I welcome, for example, the
action by Congress not to tie public housing to the workable program
because the need for public housing is far beyond that merely con-
nected with elimination of blight.

We have many families of low income who cannot find decent shel-
ter because the private housing market doesn't make it available, and
I believe that public housing should not be related to it at all. I feel
that some of the requirements of the workable program can be too
harsh, but they have not been for us, and I am not in a position to
indicate in other cities just how difficult it has been.

The CHAIRMAN. You would concur with the idea in mind that in
smaller cities without the adequate staff of housing experts as you
have in cities like Philadelphia and New York, that it would be a
more onerous burden on them to conform to a great number of those
requirements than it is in a city like Philadelphia?

Mr. RAFSKY. There is no question in my mind that it is a terrific
burden.
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The CHAIRMAN. Of course my thought back of that is if we are
going to have a Federal housing program, it is going to be necessary
to have support for that program in Congress from all areas nation-
wide, as you know.

Now, one other question. I want to inquire as to what are the re-
quirements for upping the income of a family such as New York has
had in a revision upward of income for admittance into public hous-
ing ? What are the requirements?

Mr. RAFSKY. As I understand it, the requirements are designed to
show that the private housing market has been unable to meet the
needs of families at a certain income level which are not eligible for
public housing and, as I understand the New York City experience,
they were able to demonstrate that families who were immediately
above the income eligibility were being housed in the worst proper-
ties and could not find adequate accommodations elsewhere, and it
was felt in terms of using public housing as an urban renewal tool,
it would be desirable to include these additional families.

Dislocation of households was specifically cited where families
could not find shelter, but yet were ineligible for public housing, and
apparently that carried some weight with the public housing au-
thority.

The CHAIRMAN. Do you feel, Mr. Rafsky, there is enough power
granted to the local housing authorities? After all, it is supposed to
be a local program with a local authority set up. Does that local
authority under the present circumstances have the full power it
should have ?

Mr. RAFSKY. I do not think so. We requested our housing staff peo-
ple to prepare a statement, and we would like to file that on the record
because it goes into detail. It was our understanding you would not
have time to hear all of the witnesses.

The CHAIRMAN. We will be glad to have that filed
Mr. RArFSY. We feel they do not have all of the authority they need.

We are interested in trying to work out a project of the type the mayor
called a cluster type, where you would intersperse public and private
housing in various neighborhoods and we have run into great diffi-
culties in trying to fit the Philadelphia type of building with the
Federal housing regulations.

I don't know how we are going to resolve it, but it is an indication
of how at every turn we have difficulties in trying to square off with
what they request.

The CHAIRMAN. Thank you very much.
Mr. BARRETT. Mr. Rafsky, I would like you to comment on 221, as

to how it can be more effective and function more expeditiously.
Mr. RAFSKY. Well, as you know, Congressman, the requirements in

the high-cost area restrict the building cost to $8,600 for a unit. There
is no such building of any kind in the Philadelphia private housing
market today, and so the man who puts up the money or the home
builder, himself, feels that this is a tool not meant for him.

Now, if that cost limit could be raised to something more realistic
for the Philadelphia market we may be in a position to interest the
private developer to build that kind of housing. It is not a substitute
for public housing.

Mr. BARRETT. What percentage increase do you suggest ?
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Mr. RAFSKY. I think it has to be flexible enough to meet our build-
ing costs here which I heard Mr. Lammer say is $11,000 for the
cheapest home with 3 bedrooms in the city of Philadelphia.

We think, too, and although we haven't explored this fully, that ap-
plying section 221 for existing houses and possibly for rehabilitation
of existing houses might be made workable if the cost limits are made
higher.

The CHAIRMAN. Mr. Widnall.
Mr. WIDNALL. Mr. Rafsky, I am particularly interested in the

operation of the voluntary home mortgage credit program because I
sponsored that bill in Congress, and I think that it is something that
is workable and can be developed into a fine instrumentality for pro-
viding opportunities for minority families to get housing. I am par-
ticularly interested in your statement where it says six loans were
rejected.

Do you know for what reason ?
Mr. RAFSKY. I do not. Information was supplied to me by Mr.

McFarland, who I believe is in this room this morning. My purpose
of the illustration was to show that perhaps that might be some way
to solve our problems, and so far it hasn't been tested enough to say
whether it can or cannot be done. Apparently for the low-income
families it is just not a tool they can use.

Mr. WIDNALL. These were individual family units?
Mr. RAFSKY. Yes, existing used units.
Mr. WIDNALL. You spoke of raising the limits of income for people

who go into public-housing units. I am interested in that from this
standpoint: Do you have enough applications already from the lower
income groups to fill your public housing, or do you have to extend the
income group up higher in order to fill the existing public housing?

Mr. RAFSKY. No. The purpose of extending the income group

higher is not to fill the existing units. We have applications on file,
close to 10,000. Of that I believe that almost two-thirds are definitely
eligible for public housing. The others at least have passed the pre-
liminary tests. We continually have a waiting list, and have always
had difficulty in meeting our need.

The purpose of extending the income eligibility is to try to take care
of the dislocated family because we are stuck, if we cannot find him
private housing, he has nowhere else to go, and therefore our program,
whether it be enforcement or slum clearance, is held up. And we
don't want to find ourselves dislocating a family in one area and hav-
ing them move to another area where it is unworkable.

Mr. WIDNALL. You don't want to be creating new slums while mov-

ing people out of the old ?
Mr. RAFSKY. That is right.
Mr. WIDNALL. I notice, in coming into this square, that you have a

big signboard up at this building telling people how they can apply
for public housing.

Mr. RAFSKY. Yes.
Mr. WIDNALL. Is that to get tenants or just what?

Mr. RArsKr. We indicate by billboards at the project itself and

sometimes announcements are distributed. We want to acquaint
everyone in the city of Philadelphia with the opportunity because if

we don't, then it is confined to those people who live in neighborhoods
of the public-housing project who may have heard of it indirectly.
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We know the need is there. Our census data indicates we have
17,000 families in 1950 who earn less than $2,500 a year who live in
substandard areas. Our job is to make sure all of them know about
these opportunities.

Mr. WIDNALL. One further question: Are your fire and sanitary
and police codes being enforced as fully as they might be against sub-
standard housing units?

Mr. RAFSKY. We have an up-to-date housing code which combines
the sanitation questions. We have a fairly modern fire code which
is even now being revised, and we have a very effective enforcement
system in that it is all concentrated in one department. We think
that we are doing a very effective job. We believe there is room for
improvement.

As Mayor Clark indicated prior to our coming in, Mr. Congressman,
we are asking for more inspectors to do the job. We have under way
now a concentrated code-enforcement program in one area of Phila-
delphia, and we think it is achieving the basic purpose, and we are
intending to spread this throughout the entire city so that we do have
true code enforcement. We are not slacking on that job at all.

Mr. WIDNALL. I, too, want to commend you for your statement.
I think it is an excellent one.

The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. Mr. Rafsky, I noticed on page 2 of your statement a

reference to the power of the city housing rent commission under
current city ordinances to pass on all eviction notices. Is that a recent
ordinance?

Mr. RAFSKY. No; it is something we continued from Federal rent-
control days. When Federal rent control was ended we continued
rent control in the city of Philadelphia. We have it today, and that
power was given to the city commissioners, as it was to the rental
control agency of the Federal Government, and that requires that any
landlord who wants to evict a tenant must notify the rent commission.

Mr. O'HARA. And the tenant will not be evicted unless the city
housing rent commission approves of the eviction

Mr. RAFSKY. Well, that is true by and large, but the property rights
of the landlord are such that he could take action in court and make
sure that it is done. In practice, what has happened is that hardship
cases have been delayed in eviction up to 6 months, and that has been
the role of the commission.

My purpose in citing it in the testimony is if a landlord or another
Government agency asks a tenant to move, the rent commission will
then notify us and our relocation bureau will get to work to make sure
that they are not thrown out on the street, or forced to find sub-
standard housing elsewhere.

Mr. O'HARA. This is merely advisory on the part of the commission?
Mr. RAFSKY. Well, they have the legal power to delay eviction, but

the specific thing I am referring to is advisory. They have promised
their cooperation and are doing so.

Mr. O'HARA. Has that been tested in the courts?
Mr. RAFsKY. I don't know whether it has been tested in the courts

all of the way. There has been no real argument about it, and they
have been able to delay evictions as long as 6 months.

Mr. O'HARA. I think the practice in Chicago has been-I don't
know whether it is followed now-the judges take it upon themselves
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in extending the period by continuing cases. Your program is work-
ing pretty well, is it?

Mr. RAFSKY. Yes; as far as the dislocation problem, it is working.
Mr. O'HARA. I was especially interested in your comment on hous-

ing for the aged. Most of the members of this committee are spon-
soring proposed legislation for housing for the aged.

Mr. RAFSKY. Yes, I know.
Mr. O'HARA. You think there is a special need for housing for the

aged and for the single?
Mr. RAFSKY. There is no doubt in my mind about that. It is for

that reason that our redevelopment authority and housing authority,
in planning new projects, try to take into account what accommoda-
tions are best needed for the aged. All of our new projects have that
in mind. That, however, is a small substitute for the kind of legisla-
tion which you and other members of the committee are sponsoring
to specifically set aside certain units for the aged, and I think you
will have that testimony developed for you at another time in this
hearing.

Mr. O'HARA. Of course, you know that our great colleague from
Philadelphia, Congressman Barrett, is one of the leaders on that, and
Congressman James Byrne is doing a good job, too.

Mr. RAFSKY. Yes.
Mr. O'HARA. The mayor has commented on the need for housing

within the financial means of people earning 5 or 6 thousand
dollars a year, or less, and we are not supplying adequate housing for
people in that category. You state on page 7 so little has been accom-
plished that, as Mayor Clark has pointed out, bolder efforts are
necessary.

Now, we agree on that. Have you any specific recommendations
to make of some bolder effort that we can make ?

Mr. RAFSKY. Yes. We have been hesitant about saying these
things specifically because we think there may be more ideas than those
that have been discussed, but certainly the bill that Congress con-
sidered in 1950, and it was so close to accomplishment, would be one
approach.

Mr. O'HARA. The cooperative approach?
Mr. RAFSKY. Yes. A second one, however, is to have the Govern-

ment, the Federal Government, be willing to provide mortgages at
rates and at terms that are within the means of the families that we
are talking about. We think that that should be seriously considered
because there is no reason why with the backing of the Federal Gov-
ernment we couldn't have mortgage terms that would result in the
construction of middle-income houses.

The CHAIRMAN. That means longer mortgage terms and lower
downpayments ?

Mr. RAFSKY. That is right; and lower interest rates as well.
Mr. O'HARA. As I recall the bill many of us sponsored, and I am

sure our chairman did, the bill in 1950, as I recall it, had that been
enacted, would have brought down the cost of residential properties
some 40 percent.

Mr. RAFSK. I believe that was the estimate at the time.
Mr. O'HARA. That was the figure.
Thank you very much.
Mr. RAFSKY. Ti ank you.
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The CHAIRMAN. Mr. Ashley.
Mr. ASHLEY. Mr. Rafsky, what kind of interest and what kind of

reaction do you get from builders in this area in connection with
section 220?

Mr. RAESKY. Well, one of my colleagues will be testifying on that
more specifically later this morning. We found originally a great
deal of interest, and this was immediately after the adoption of the
Housing Act of 1954 in August of 1954. We found that that dropped
off, and as a result there has been very little interest, but as Mayor
Clark indicated this morning, we have not given up. We are doing
everything we can with the cooperation of our regional office here, of
the HHFA, of the FHA, in Philadelphia, to find ways by which we
can make 220 work. But Mr. Turchi, who is the assistant housing
coordinator, will expand on that later on.

Mr. ASHLEY. I will defer further questions on that, then.
My next question will be directed to your statement. I wonder if

you have any specific suggestion as to what action, if any, the Fed-
eral Government should take to meet the displacement problems which
you touched on so thoroughly?

Mr. RAFSKY. No. 1, I would hope that in reviewing projects, whether
they be title I projects or even public housing requiring displacement,
special consideration be given by the Federal Government for cost
factors that are involved in relocation. We think that basically our
relocation staff should be expanded in recognition of the full need of
the kind of staff, both in terms of quantity and certain skills, like
social workers, should be recognized as a legitimate cost in handling
relocation.

Secondly, I think that a great deal more study has to be done as to
what techniques can be devised to make relocation work, and I would
think that either under the demolition program of the Housing Act,
or by special studies, that the HHFA might devise that a great deal
more can be learned about this problem.

Mr. ASHLEY. I don't want to repeat a question. I believe Congress-
man Barrett directed a question to you relative to the minority hous-
ing situation. Perhaps it was Congressman Widnall. But I am
going back to page 5 of your statement in which you point out that
private housing made available to Negroes between 1946 and 1953
totaled 1,044 dwelling units, while the total private construction vol-
ume was in excess of 140,000 units. You go on, then, to say that the
voluntary home mortgage credit program which has been in operation
10 months received 17 applications from minority families.

I would like to sound out your thinking on this a little bit more.
Why is it, do you suppose, that only 17 applications have been
received?

Mr. RArFSK. I believe in part it is the unavailability of the kind of
housing that Negroes who are able to purchase homes want to buy, and
in neighborhoods in which they want to buy. I think that the private
housing market is so limited that perhaps many of them are not in a
position to find the kind of house for which they are seeking a
mortgage.

Secondly, it may be that some of them may not know enough about
the program, although I understand efforts have been made to pub-
licize it a great deal, and that the private mortgage industry is
cooperating in that regard.
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I think that by and large we find that our own Negro housing com-
munity has the wherewithal to purchase homes, but that the homes
themselves are not available in terms of the kind of home they need
as well as the neighborhood in which they want to buy it, and that
I think may explain why there has been such a small number of
applications.

Mr. ASHLEY. I think that is all, Mr. Chairman.
The CHAIRMAN. Without unduly delaying and carrying it too far,

there is one matter I want to ask you about. What about section 314,
the one which provides for grants in slum clearance and urban re-
newal? Have you applied for assistance under that program?

Mr. RAFSKY. Yes, we have.
The CHAIRMAN. What do you think about that? Have you been

able to work it out ?
Mr. RAFSKY. We submitted three different propositions. We were

unable to work out one proposition entirely. It was rejected for a
number of reasons, involving cost, and the fact that they thought they
wouldn't learn too much from it of use to other areas.

A second one was rejected twice, but we have appealed and they
are reconsidering a third submission on the second project and we
hope that we will be able to work something out.

A third one is sort of held in abeyance until we can work the second
one out, but we were turned down the first time we submitted it.

Now, I don't know all of the reasons for the turndown, but we feel
that the projects we have submitted were important, something that
would help the city as well as help other cities in the country.

The CHAIRMAN. How long have you been working on the program
of the turndowns which you mentioned ?

Mr. RAFSKY. I think we first started December of last year in
preliminary discussions with the Federal agencies on 314 projects.

The CHAIRMAN. You think that is a good section in the law if it
can be unharnessed; don't you ?

Mr. RAFSKY. Yes; I do think it is a good section. I don't think,
however, that it is a real substitute for research that the housing
authorities could undertake, but I do think 314 could be of help to
the overall housing program.

The CHAIRMAN. Thank you. Mr. Rafsky. You are a good witness.
Thank you very much.

(The material submitted by Mr. Rafsky is as follows:)

STATEMENT BY WALTER E. ALESSANDRONI, EXECUTIVE DIRECTOR, THE PHILADELPHIA
HOUSING AUTHORITY, PHILADELPHIA, PA.

I. PUBLIC LOW-RENT HOUSING IS AN ESSENTIAL PART OF URBAN RENEWAL

Public low-rent housing is one ongoing program which has been steadily
serving large numbers of people and generally serving them well while we have
been talking and planning for larger programs for improving and perhaps
saving our cities.

II. MAJOR RECOMMENDATIONS FOR PUBLIC HOUSING AS PART OF THE TOTAL RENEWAL
PROGRAM

Philadelphia is proud of the start it has made in many fields, including a
fairly substantial low-rent public housing program. But the immediate need
is still great. The long-term need is also apparent as an essential part of the
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total renewal program. The actions at the Federal level which will increase
its scope and effectiveness are:

1. A larger public housing program nationally.
2. Planning and funds for at least a 10-year program.
3. Genuine local autonomy.
4. An independent study process of Federal central and regional relations

with local authorities throughout the housing field, aimed at clear and
proper definition of separate responsibilities.

III. PUBLIC HOUSING HAS SEVERAL CRUCIAL ROLES IN RELATION TO THE TOTAL
PROCESS WHOSE MOMENTUM WE ARE TRYING TO INCREASE

1. The housing supply is increased, especially for low income and larger
families and for relocation as a result of other public programs. While only a
part of the relocated families go into public housing, they are often the most
difficult elements to relocate. The absence of a supply of public housing would
slow up the other processes even more

2. City revenues are increased. Payments in lieu of taxes by public housing
have directly tripled income to this city from 13 sites already acquired. Reduc-
tions in less tangible costs to the city are equally real but more difficult to
measure.

3. Strengthening older neighborhoods where most of the structures are sound
is a valuable role of public housing as it becomes an immediate part of the
selective surgery which is applied to those neighborhoods worth saving.

4. Well-managed, well-designed, and well-built public low-rent homes can
serve as a barrier to physical decay between stable neighborhoods and those
which are already badly deteriorated. Through public control of budgets,
buildings, and grounds, and occupancy standards, public housing can play a
strengthening role.

5. Public housing in some instances can afford to do actual clearance of slums
but as outlined below under "Density," this is largely not possible or not
desirable without substantial site cost writedowns.

IV. NEED AND SUPPLY OF PUBLIC HOUSING

The need for public housing has continued strongly during 1954 and 1955.
During the first 6 months of 1955 alone, there were 13,039 inquiries in person
and 26,365 telephone inquiries. New applications were completed by 5,792
families; 1,677 families were moved into homes of which about 600 were in 3
newly completed developments. The average rent in the entire graded rent
program is about $44 per month at this time which includes $14 worth of
utilities. As of this time, there are over 8,000 eligible active applications from
families seeking public housing.

v. BITE ACQUISITION, COST, DENSITY, AND DESIGN

The planning commission is presently working closely with the housing
authority on the selection of appropriate sites. Philadelphia is proud of a
balanced public-housing program which includes not only various urban-renewal
programs but public-housing developments throughout the city of various sizes
and designs. There are four major types of sites possible:

1. Vacant outlying land.
2. Small vacant sites in areas where the structures are largely worth

saving.
3. Small mixed sites including some vacant land to reduce cost and partial

clearance These often occur or are most appropriate in or on the fringe
of pockets of housing blight.

4. Slum clearance of considerable scale.
The costs of acquiring build-up slum areas are so extremely high that either

the total cost per dwelling, including site acquisition, will rise far above
limits of the United States Housing Act, or densities of population on the land
must be doubled or tripled to reduce the average cost of site acquisition per
dwelling. Such increase in density is usually undesirable m large sections
where overcrowding is already the major factor in blight and destructive
living conditions.

Writing down land costs on a major scale is essential if public housing is
to be part of physical demolition of slum areas. A good start has been madein Philadelphia in this respect where the redevelopment authority has already
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purchased three sites and handled demolition before turning them over to the
housing authority at a substantially lower price. Two more small sites have
been scheduled. However, the capital improvement program of the city of Phila-
delphia, including financial aid through redevelopment for public-housing sites,
will include no additional help to public housing for the next 6 years. Also
there is need for redevelopment aid to aid in purchasing smaller public-housing
sites or groups of sites as distinguished from broad redevelopment areas.
Present requirements for large area plans make this impossible, even though it
might be desirable in some sections.

But redevelopment action and land writedown, along with neighborhood
design and the use of all urban-renewal programs, are needed in treating many
other areas besides the two which have now received considerable treatment and
the major Eastwick program in a largely vacant or underdeveloped area. It
is the consensus here that elevator apartments and tremendously increased den-
sities of families with children on the land, street, and community facilities,
make sense only for a part of the public-housing and all urban-renewal pro-
grams, and in some especially appropriate locations.

VI. FEDERAL FINANCING IS ESSENTIAL FOR LOW-RENT HOUSING, MIDDLE-INCOME
HOUSING AND REDEVELOPMENT

The need for writedown of site acquisition costs and the clear sociological need
for designing neighborhoods to serve a wide range of American population by
age, income group, and all other factors, is clearly in the interest of the health
of the democracy as well as for the financial base of cities. The need for Fed-
eral financing in the process, both by extending the public-housing formula and
the title I redevelopment formula is apparent, as these are the best major tools
yet developed

However, strengthening a metropolitan area in financial, administrative, and
sociological terms requires not only healthy cities but well-designed, functioning,
self-regenerating neighborhoods. The process of neighborhood design requires
the possibility of adequately relating different programs in quantity and in time.
The pipeline for neighborhood redesign, including work of a planning commis-
sion, redevelopment authority, housing authority, department of health, school
district, recreation department, other public works, and citizen groups, is not
less than a 3- to 5-year pipeline. It is usually even longer An effective city-
renewal program must have a capital improvement budget where each program
and each part of a program must be related in time to the city budget as a whole
and to the work in each neighborhood for purposes of neighborhood leadership
and participation, relocation, and the morale of the neighborhood. Parts A, B, C,
D, etc., of a program, such as has already been launched in the Poplar and Temple
areas, must have a clear time relationship to each other, rather than a totally
random occurence. The latter is far more costly in money as well as destructive
to the human goals sought in renewal.

Federal legislation should, therefore, be viewed as a long-time effort with funds,
allocations, and other controls or planning authorized and carried out on not less
than a 5- and preferably a 10-year basis. This is a long campaign requiring at
best under present procedures and quantities, 25 to 50 years for substantial
progress Only a drastically improved concept and program regarding the
economic potential of this Nation, plus the vital importance of regenerating
largely aged and unsuitable city structures, could accomplish a substantial
speedup. Since the whole process of urban renewal is clearly such a long
campaign, the year-to-year legislative and administrative crises of the Federal
agencies are a major obstacle to adequate planning and action at the local level.

Part of this difficult skip-stop program has been the failure to devise pro-
cedures for each year's new program until many months have passed. Authori-
zation to proceed with the 1954-55 program was not given until 9 months of the
fiscal year had already passed. Philadelphia made strenuous efforts to prepare
all of the piles of papers and get them in so that approvals were received on
June 30, 1955. In this fiscal year, more than 3 months have already passed and
we were told that a meeting would soon be held in Washington to discuss pro-
cedures for enabling local authorities to proceed with the 45,000 public housing
dwellings voted in July.

VI. GENUINE LOCAL RESPONSIBILITY

Stories are widespread of excessive delays by the Federal agencies. The gen-
eral tendency of the Federal agencies is to assume greater and greater control
over more and more detail of the local programs. Local authorities are prac-
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tically unanimous in recommending that there should be genuine regional auton-
omy rather than complete centralization in Washington. Federal-local rela-
tions appear to need detailed review, and possibly even more, relations among
the various Federal agencies.

The Philadelphia Housing Authority is particularly interested, along with
interested civic groups, in designing small rows or groups of fairly typical homes
at a minimum cost to fit into older but stable neighborhoods. These dwellings
would be nonproject in nature. However, such a program of scattered con-
struction which would meet with wide community support is not in accordance
with the standards for design regulations of the Public Housing Administration
for construction of projects. New procedures must be adopted which will make
it possible to build under local codes and for this practical, economical, and
popular approach to be followed through.

VOLUNTARY HOME MORTGAGE CREDIT PROGRAM, REGION 3 COMMITTEE

Rejected avslications

Name

1. Beaufort, Isadora ....---...--

2. Chappelle, John R., Jr....

3 Hampton, James........-
4. Miller, Howard M........

a. Phillips, Wlford ..........

Location of property

1605 North 6th St, Philadelphia..

274 South Hirst St, Philadelphia.

1926 Lombard St., Phladelphmia
4727 Sansom St, Philadelphia--...

5915 Osage Ave, Philadelphia --..

Reason for rejection

According to the lender, "FHA will
not agure to re loans in tis area
because of the age and condition of
the propertes "

Apphcant withdrew appheation after
lender offered to make the loan.

Property below acceptable standards.
Credit and income below acceptable

standards
Applicant failed, or refused, to reply

to lender's correspondence and efforts
to negotiate a home loan on the prop-
erty he wished to purchase

6 Young, Augustus .....- 2030 North 20th St, Philadelphia Property below acceptable standards.

The CIHAIRMAN. We have one other witness before we get our food.
The next witness is Mr. G. Holmes Perkins, president of the Phila-
delphia Housing Association.

Come around, Mr. Perkins.
Mr. PERKINs. Thank you, Mr. Chairman.
The (C'AIRMAN. We are glad to have you.
Mr. PERKINS. It is a very great pleasure to be here.
The CHAIRMAN. I see you have a written statement which is not

too long, so if you desire you may proceed to read your statement.
Mr. PERKINS. Thank you.

STATEMENT OF G. HOLMES PERKINS, PRESIDENT, PHILADELPHIA
HOUSING ASSOCIATION

Mr. PERKINS. The Philadelphia Housing Association has been in
the business of trying to improve housing for quite a number of years,
specifically since 1909, and, therefore, we especially welcome this
opportunity to present our views before your committee on urban
renewal with particular reference, as you have requested it, on the
rehousing of displaced families.

The CHAIRMAN. We are glad to have you, sir.
Mr. PERKINS. Your committee is interested in knowing whether

section 105 (c) of the Housing Act of 1949 is being complied with.
This section sets as a condition precedent to contracts providing Fed-
eral aid to redevelopment undertakings the requirement that-
there be a feasible method for the temporary relocation of families displaced
and that there are or are being provided areas not generally less desirable and
at rent or prices within the financial means of the families displaced, decent,
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safe, and sanitary dwellings equal in number, and available to, displaced families
and reasonably accessible to their places of employment.

The administrative regulations to implement this requirement are
set forth in the Housing and Home Finance Agency's local Public
Agency Manual. Under these regulations, families temporarily re-
housed in accommodations below acceptable standards, as well as
families who voluntarily move into structures which are not decent,
safe, and sanitary, are to be regarded as temporarily relocated until
they are assisted to obtain dwellings which meet the requirements of
the act.

On the basis of reports issued by the local redevelopment agency,
and our knowledge of the housing situation in Philadelphia, we do
not believe that the relocation requirements are being or can be fully
complied with because, in spite of extraordinary local efforts to im-
prove housing conditions, the programs and resources do not now
exist to provide a "decent, safe, and sanitary dwelling" to every dis-
placed family. The possibility of suitable provision for relocation
housing becomes even more remote if the various programs of urban
renewal were to be made fully effective.

It is true that families have moved, some of them to better accom-
modations than they had previously occupied, but reports of each
relocation operation carried out so far show that many families have
either chosen or been forced to accept unsatisfactory accommodations.
According to the redevolpment authority, of 343 families relocated
from a portion of the southwest Temple redevelopment area to make
way for the Harrison public housing project, 178 moved into struc-
tures rated unsatisfactory. Furthermore, one-quarter of the families
relocated within a mile of the site, thereby increasing congestion in
already crowded areas and hastening blight in blocks which cannot
with present resources be cleared in the foreseeable future.

The major reasons for relocation difficulties are fairly obvious. Oc-
cupants of blighted areas are seldom there from choice. Economic
dependency means inability to pay for decent shelter. Members of
the Negro group are largely tied to blighted areas because new hous-
ing in better neighborhoods is denied to them, and in 1950 there were
eight times as many Negroes living in dilapidated housing as were
white families.

The CHAIRMAAN. I would assume that the proportion of white pop-
ulation to Negro population is about 4 to 1

Mr. PERKINS. About 4 to 1.
The CHAIRMNAN. All right.
Mr. PERKINS. Large families and aaed persons present particular

problems. So do the so-called hard-core social cases who have not
been able, because of social maladjustment, to use constructively the
health and welfare services available. Some of these families reiect
offers of better housing. Even public housing, although limited in
quantity, has not been fully used for relocation housing because of
misunderstanding and misconceptions about project living. Further
experience with relocation operations will undoubtedly improve the
results even with present resources.

For example, the housing authority can handle a few more large
families, the most difficult type of family to relocate, by convertin-
small units to larger ones. It could also purchase some 5- and 6-bed-
room houses in areas adjacent to existing projects. More money and
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more staff for the relocation process, more educational work with dis-
located families, more intensive involvement of the caseworking agen-
cies in the community, all would help. But these devices are pallia-
tives. Current urban renewal programs here and elsewhere are not
even beginning to attack urban blight, and cannot unless relocation
needs can be met on a vastly expanded scale.

Philadelphia's 1955 relocation program, as a result of all public
activities, including code enforcement, shun clearance, and urban
redevelopment, highways, and other public improvements, called for
the dislocation of about 3,000 families. The estimate for 1956 is about
the same. Each year's program affects about one-half of 1 percent
of all households in the city, considerably less than the 5,000 units
estimated to be sinking into the slum category each year.

In other words, our problem is getting bigger rather than less.
We believe that not less than 10,000 families will be required to

move each year on a planned, annual basis for many years to come
if blight is to be ended. This estimate is based on the following:
There are at least 700 blocks in Philadelphia which cannot be econom-
ically rehabilitated. They are occupied by more than 60,000 families
-and single-person households. Another 40,000 dilapidated dwelling
units which must also be demolished are located in otherwise salvable

blocks. Thus Philadelphia must find other houses for at least 100,000
families. The goal should be at least 10,000 units per year just to get
rid of the present blight, and the city will need to spend at least 10
times its present budget for relocation services. This is undoubtedly
another item on which increased Federal aid must be provided.

Philadelphia is now getting the maximum amount of Federal aid
for clearance that is available, around $2 million a year for urban re-
development. Public housing subsidies amount to another $800,000
on 10,000 dwelling units. The city is spending more than $14 million
annually on capital programs and operating costs of various pro-
grams classifiable as urban renewal. The total expenditure is nearly
$17 million, but this is hardly a third of the amount we estimate as
the rockbottom minimum need for a total approach to urban renewal.

I would like to list in briefest way the points that we see as essential
to a successful housing and urban renewal program in Philadelphia.
Many of these points are local responsibilities. We think Phila-
delphia is doing its best to perfect an overall program, but such a pro-
gram cannot be carried out unless there is a workable Federal program,
which means a complete overhauling and coordination of the present
Federal fragments and a tremendous increase in Federal aids. My
comments are based upon a document recently prepared by 11 Phila-
delphians with special knowledge of planning, government, law, eco-
nomics, and housing. This statement on housing and urban renewal
policy for Philadelphia is now being distributed by our association to
various agencies in the community for review. I am happy to provide
copies for this committee, if you so wish.

The CHAIRMAN. Thank you very much.
Mr. PERiKIN. No. 1. Philadelphia needs a comprehensive plan.

This is a continuing process, the responsibility of the local planning
commission. No city in America, so far as I know, has one yet, but
many cities are working toward such a plan, I believe, and Phila-
delphia is the leader among them. A comprehensive plan would
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indicate how various areas of the city should be treated, clearance, re-
habilitation, conservation, or guided growth, and show the ways in
which areas should be redeveloped and renewed. At least $150,000
needs to be spent here in the coming year-the present budget is
$50,000-and $1 million over the next 10 years.

No. 2. New private housing, a key solution to relocation, is now
down to 25,000 units per year in the metropolitan area. Private hous-
ing construction must be expanded and maintained at about 40,000
units with appropriate distribution between sales and rent, among
different income groups, different family sizes, and with adequate
provision for minority groups and aged persons. The essence of such
a program is new financial devices to enable builders to broaden their
market. Only the Federal Government can provide the fiscal devices
to make possible the selling of homes to middle income families not
now served by the market.

Also needed is areawide market analysis to permit continuous re-
vision of prices, styles, etc., as needs and conditions change. Without
a soundly based private building program renewal of the older areas
is impossible.

No. 3. Housing code enforcement is another local program which
must bear a large part of the burden for renewal. It is the chief
device for keeping as much of the present housing supply usable as
possible until the other programs get around to replacing it. Code
enforcement probably will require a doubling of the city's present
expenditures for this item. Among other devices to improve code
enforcement are revolving funds for rehabilitation and city-financed
information centers to help property owners with the technical prob-
lems of home and neighborhood improvement.

No. 4. I have mentioned land clearance needs in Philadelphia be-
fore. Present programs which are at capacity of existing resources
are totally inadequate. Philadelphia needs at least $20 million a
year from the Federal Government, and another $10 million from
ocal sources, including the State. Even these figures mean a very

long-range operation, at least 18 years, just to clear the areas now most
severely blighted.

No. 5. Public housing requirements will emerge both from the
comprehensive plan and from area market analysis. Because of shift-
ing Federal policy and declining authorizations, local housing au-
thorities have not been able to work on long-range programs. This is
wasteful of resources and has produced some hastily built develop-
ments that do not fully meet their purpose. Long-range Federal aid
should be established and adhered to. Present administrative policies
should be overhauled to permit greater local autonomy in order that
the program can become part of a total local attack on urban blight.

No. 6. Housing and land use standards which are usually expressed
in terms of local regulatory codes can play an important role in urban
improvement. Here in Philadelphia we hope the city will establish
a program of continuous review and revision of the various ordinances.
The housing code has just been revised but it, too, will need constant
review. We also propose that the Federal Government, as part of a
general research program, commit resources to studying standards
on a nationwide basis so that all urban areas can be kept abreast of
good practice and new methods elsewhere.
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No. 7. Community facilities and services are essential to good neigh-
borhoods and therefore to urban renewal. Philadelphia's blighted
areas, as well as some of its newer neighborhoods, are deficient in many
of these facilities, notably public open spaces, and land clearance will
help to provide sites in areas now built up, but Philadelphia faces
serious financial problems as it tries to make up for years of neglect
in providing and operating needed spaces. Virtually all other cities
face similar problems.

No. 8. The financing of an adequate housing program for Phila-
delphia will take very large sums of public money, as well as heavy
private investments for both new housing and rehabilitation of much
existing housing. Even assuming greatly increased Federal aid for
public housing and urban renewal programs, and some State assistance
for public housing, a tremendous burden will be placed on the financial
resources of the city government, a burden which the existing revenue
sources are unable to bear.

The program proposed by the 11 Philadelphians mentioned earlier
calls for city expenditures of $230 million during the next 10 years.
This is nearly three times the present rate. Obviously, new revenue
sources must be found, and it is possible that a program of the magni-
tude envisioned-a program essential to Philadelphia's survival-will
require Federal grants for capital improvements. This possible ad-
ditional Federal assistance is beyond already existing programs, and
these existing programs must be expanded to give Philadelphia
$20 million a year for urban renewal 10 times the present rate and
at least 2,500 low-rent housing units a year. With this expansion of
Federal assistance should come an overhaul of Federal programs to
establish a workable Federal program, including a Department of
Urban Affairs with Cabinet status. Above all, there must be removal
of red tape and procedural roadblocks if the cities are to get on with
blight elimination.

METROPOLITAN ASPECTS

The National Government can provide leadership to the solving of
housing and urban renewal problems on a metropolitan basis. Re-
locating 10,000 families a year in Philadelphia would mean a sizable
shift in population, and this shift should not be limited to city
boundaries. Location of new private housing and new public hous-
ing should be based upon metropolitan planning. The continued
outward sprawl of metropolitan centers is not necessarily a desirable
thing. Consideration should be given to limiting the sprawl and
channeling growth to new towns built in accordance with a regional
plan. The interstate nature of many metropolitan areas and the
failure of States to make major corrections to the balkanized city-
suburb situation call for dynamic national leadership to devise bold
answers to this complex problem.

I thank you for this opportunity.
The CHAIRMAN. Thank you, Mr. Perkins.
Is your organization, the Philadelphia Housing Association; an

official or unofficial organization?
Mr. PERKINS. It is a Community Chest, a private fund Community

Chest.
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The CHAIRMAN. And you are now the president of that organiza-
tion?

Mr. PERKINS. Right.
The CHAIRMAN. What is your business?
Mr. PERKINS. I am an architect.
The CHAIRMAN. I note this statement here on the housing and urban

renewal policy for Philadelphia, and I recognize many of those on
there as outstanding people in the field of housing. This committee
is especially acquainted with Dr. William L. C. Wheaton, who has
done a lot of fine work in the housing field.

I want to compliment you for a good statement. We were talking
about a bold program a while ago, and yet you stated what you really
need. I say you put your finger on a bold program.

Any questions, Bill?
Mr. BARRETT. I would just like to ask one.
What time limit should be set, providing, of course, you were to

get 25,000 low-rent housing units a year?
Mr. PERKINS. I don't think we suggested that we should be getting

25,000 a year in Philadelphia.
Mr. BARRETT. Twenty-five thousand total?
Mr. PERKINS. The program there was a 10-year total. We sug-

gested to the total urban renewal job on the basis of the $23 million
yearly it would take approximately 18 years to do the job in Phila-
delphia, and that still wouldn't get rid of all of the new blight that
develops in the meantime.

Mr. BARRETT. What percentage of those would you allocate to the
aged ?

Mr. PERKINS. I don't know. I really would have no way of know-
ing as to what percentage.

The CHAIRMAN. Mr. Widuall?
Mr. WIDNAuLL. No questions.
The CHAIRMAN. Mr. O'Hara?
Mr. O'HARA. No questions.
The CHAIRMAN. Mr. Ashley ?
Mr ASHLEY. This statement was handed to us by 11 distinguished

citizens from this community. Are they members of the Philadelphia
Housing Association?

Mr. PERKINS. Some are and some are not. I guess most of them
are members of the association in one way or another as private in-
dividuals.

Mr. ASHLE. Has this statement been approved by the Philadelphia
Housing Association ?

Mr. PERKINS. It has been considered by our board, and also by
our executive committee, and it was to be distributed publicly for
public discussion. The formal vote has not been taken to make it the
policy of the association, but during the discussions in the board I
would say there was as close to unanimity of agreement as we usually
get.

Mr. ASHLEY. That is exactly what I was about to inquire about,
and I think it is perfectly remarkable, in view of the contents of the
report. I certainly have nothing but the most profound admiration
for your association, and for the men and women who comprised this
committee.

68692-55-pt. 1--24
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The CHAIRMAN. To help give it the publicity it needs, and believing
that it will be of great help to Congress, I will ask that it be included
at this point in the record, the statement entitled "A Statement of
Housing and Urban Renewal Policy for Philadelphia."

(The statement referred to is as follows:)
CITY OF PHILADELPHIA,

October 4, 1955.
Mr. HENRY S CHURCHILL,
DEAN JEFFERSON B. FORDHAM,
Mr. HOWARD W. HALLMAN,
Mr. AARON LENINE,
Mr. WILLIAM H LUDLOW,
Mr. MARTIN MEYERSON,
Mr. ROBERT B. MITCHELL,
Mrs DOROTHY S MONTGOMERY,
DEAN G. HOLMES PERKINS,
Mr DAVID A. WALLACE,
Mr. WILLIAM L. C WHEATON,

Room 300, 1717 Sanson, Street,
Philadelphia S, Pa.

DEAR SIRS AND MADAM: Thank you for sending me A Statement on Housing
and Urban Renewal Policy for Philadelphia. I have read this document with
great interest and believe it makes a very real contribution to our thinking on
this important subject.

It will be of great assistance to the housing coordinator who is formulating
an overall shelter policy for Philadelphia which he expects to complete before
the end of the year.

In the meanwhile, I believe it would be a public service to have this state-
ment widely circulated and debated during the next couple of months. For
that season I am living this letter and the statement to the press, hoping wide
public discussion will be stimulated thereby.

Sincerely yours,
JOSEPH S. CLARK, Jr.,

Mayor.

A STATEMENT ON HOUSING AND URBAN RENEWAL POLICY FOR PHILADELPHIA

INTRODUCTION

During recent years Philadelphia has achieved a reputation as a progressive
and leading city in the related fields of city planning, redevelopment, urban
renewal, and housing. The city has a "workable program" accepted by Federal
officials in satisfaction of legislative requirements. And yet the mayor has
stated publicly that the attainment of housing and redevelopment goals is not in
sight The rate of accomplishment to date and in the foreseeable future is not
sufficient either to eliminate slums or to prevent future slum formation.

This situation clearly indicates that inadequate resources are being employed
to do the necessary job Obviously additional capital and operating funds are
needed. Beyond the need for more financial resources considerable time and
energy must be devoted to (1) thoughtful consideration in defining the problems,
in planning, and in programing; (2) organizing an effective administration for
performance of necessary operations and for coordination of effort; and (3)
obtaining certain State and National legislation.

The current situation implies the gravest of consequences to the city and in
fact to the metropolitan area as a whole. All physical structures-human bodies,
automobiles, houses, and cities-require a rate of replacement, repair, and
maintenance that will prevent functional collapse through obsolescence and
deterioration. Without proper care the productiveness of the city as an eco-
nomic tool and as a source of governmental revenue is threatened. More im-
portant, ever widening areas are becoming unfit as places for people to live.

No policy conceived as a holding operation is sufficient. The dignity and
happiness of a people with rising standards of living requires an accelerating rise
of standards to be applied to the physical environment. What has been good
enough in the past will not be good enough tomorrow. Good citizenship, civic
pride, and morale demand a more beautiful and satisfying environment for
urban life.
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Yet in the face of today's housing and urban renewal problems, Philadelphia,
in common with all other cities, has really no overall housing and urban renewal
policy. We in Philadelphia have not faced the nature or the size of the prob-
lems. We need a policy that realistically recognizes the magnitude of the prob-
lems, that sets forth goals which are explicit but still easily understood by the
citizens, and that indicates programs necessary for the attainment of the goals.

This statement is an effort in a preliminary manner to formulate a housing
and urban renewal policy for Philadelphia. As the first formulation of such a
policy, many aspects of the statement are necessarily tentative. But on the
whole it is believed that the statement represents a fairly complete and prac-
ticable policy, which-if carried out-would produce dramatic results in
Philadelphia.

The program outlined for the next 10 years would require in operating and
capital funds an average of approximately $14 million a year more than is cur-
rently being spent for housing and urban renewal. This is not at all extravagant
and is actually a modest sum for the accomplishments that would result. As
the total expenditures of the city have increased in the past, so may they be ex-
pected to increase in the future. In the present period of prosperity the total
revenue of Philadelphia is far too little to provide sufficient funds for current
operations, for the satisfaction of needs for maintenance and replacement, and
for building for the future. The budget estimates of this statement are presented
in the hope that they may be useful to those who will have the responsibility of
shaping future budgets.

The remainder of this statement is devoted to a discussion of problems, pol-
icies, programs, and required resources in 10 aspects of housing and urban
renewal (1) comprehensive planning, (2) new private housing, (3) housing
code enforcement, (4) land clearance, (5) public housing, (6) relocation, (7)
racial discrimination, (8) housing and land use standards, (9) community facili-
ties and services, and (10) financing and administrative organization.

I. COMPREHENSIVE PLANNING
Problem

Philadelphia has not yet achieved a comprehensive city plan showing in outline
form the future development of the city, indicating how areas should be treated
(clearance, rehabilitation, conservation, or guided growth), and showing the
ways in which areas should be redeveloped and renewed. In the meantime deci-
sions regarding urban redevelopment, public and private housing, commerce,
industry, transportation, and community facilities are often being made without
regard to the standards required for sound future growth and in a pattern
which may not readily fit into the comprehensive plan when completed. Densi-
ties in public-housing projects, for instance, are so high and public open space
so lacking that these projects will almost certainly be regarded as substandard
20 years hence and in fact are so regarded today by some persons. Also, the
6,315 use variances granted by the zoning board of adjustment in the past 4
years with no reference to the desired objectives of the community have had a
profound and often unhappy effect on many neighborhoods

Policy
The development and periodic revision of a comprehensive plan for the city

and the metropolitan area should be made the first priority of business of the
planning commission. A generalized plan should be produced within 1 year and
a more specific plan within 3 years (The more specific plan should not be
composed of detailed site plans.) All of the standards and preliminary deter-
minations (including basic assumptions) involved in the comprehensive plan
should be published and discussed with interested citywide groups. The com-
prehensive plan should be brought up to date and revisions published at intervals
not exceeding 5 years.

Program recommendations
(1) The comprehensive planning division of the planning commission should be

expanded, if necessary at the expense of redevelopment planning and other
detailed planning.

(2) Emphasis should be placed upon the development within 1 year of the
following items:

(a) Standards governing population density, public open spaces, com-
munity facilities (including schools), new industrial development areas,
commercial facilities, and transportation.
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(b) The delineation of residential neighborhoods with the promulgation
of density and other standards for each neighborhood, and these related to
transportation requirements.

(c) The delineation of major employment centers with preliminary esti-
mates of volumes and types of employment for each.

(d) Preliminary identification of major transportation routes, balanced
to carry expected volumes of persons and goods and to relate to an adequate
terminal system.

(e) Identification of the priority of treatment of each neighborhood and
the development of financial, legal, and administrative procedures for the
achievement of planned objectives for each type of conservation, rehabilita-
tion, and redevelopment area, indicating the following:

(i) Physical changes sought.
(il) The financial methods to be used, including methods for financing

both municipal and private activities and works.
(iii) Legal methods and administrative devices necessary to achieve the

desired changes.
(iv) The effects of the changes sought upon the number and spending

patterns of families now residing in the area and upon property values and
property incomes.

(3) There should be developed procedures through which all operating agencies
of the city will be required to conform in their programs to the standards
adopted by the planning commission.

Required resources
The comprehensive planning division of the planning commission should be

expanded to about 20 professional persons with a budget of about $150,000 per
year. This budget will be required for at least a 3-year period in order to develop
a preliminary and a more detailed comprehensive plan.

II. NEW PRIVATE HOUSING
Problem

The volume of new private-housing construction in the Philadelphia metro-
politan area has fallen from the peak level of 34.000 reached in 1950 to slightly
more than 25.000 new units per year. The volume of private construction in
Philadelphia has fallen even more rapidly from its 1950 peak of 12,310 to 4,708
in 1954. Present rates of residential construction do not provide enough housing
to accommodate population expansion and the orderly replacement of 70,000
substandard units or the even larger number of units which are obsolete and are
becoming substandard. Unless new houses are built with high quality of design
and site planning, they will be the slums of the future.

Policy
Private residential construction in the metropolitan area should be expanded

to about 40,000 units per year with appropriate distributions between sales and
rental housing, among housing for different income groups and family sizes,
between homes located in the city and outside the city, and with emphasis first
upon homes on now vacant land in order to make possible relocation of families
from redevelopment areas, where new homes will also be constructed. New
housing should meet the housing and land-use standards discussed in section VIII
of this statement.

Program recommendations
(1) Maximum use should be made of existing private and Federal aids in

both central city and suburban areas.
(2) The building code, the zoning ordinance, subdivision regulations, and the

programing of municipal facilities (streets, sewer, water, schools) should be
administered and coordinated so as to remove impediments to sound private
development, to act positively to increase the volume of sound residential con-
struction, and to encourage the development of neighborhoods of adequate
standards

(3) Metropolitanwide housing marketing analysis should be conducted on a
continuing basis to reveal needs and latent markets and to assure financial
soundness of housing and urban renewal plans.

(4) New financial devices should be developed through State and National law
to make possible the marketing of homes by private builders to middle-income
families not now served by the market.
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(5) Additional programs should be developed to eliminate obstacles in the
market to the provision of homes for minority groups and aged persons.
Required resources

Staff assistance for the housing coordinator or a consolidated department or
some other administrative device to analyze needs, to conduct market analyses,
and to develop necessary local, State, and National legislation.

Resources to organize the affected building, financial, and regulatory interests
in the development of plans and concerted action programs.

Resources for a public education program calling attention to legislative
requirements.

The cost of this research and general administration might be about $80,000
a year.

II. HOUSING CODE ENFORCEMENT
Problem

Over one-third of Philadelphia's population lives in areas where housing is
substandard; yet much of the housing in these areas can be rehabilitated and
brought up to minimum standards. In addition, other residential areas in all
parts of the city have the potentiality of becoming blighted if proper conservation
measures are not undertaken. Almost no service is available to assist citizens
in carrying out their responsibilities under housing code enforcement and other
urban renewal programs.

Policy
All rehabilitatable housing should be brought to the minimum standards of the

housing code within a programed period of time; 6 years is a suggested goal.
All housing now of good quality should be conserved and not allowed to become
substandard.

Program recommendations
(1) Neighborhood inspections should take precedence over all other inspections

except emergency situations discovered by complaints.
(2) In selecting neighborhoods for intensive inspection the comprehensive

city plan, when completed, should serve as a guide Meanwhile, inspections
should start in areas where the structures are basically satisfactory but where
other conditions are unsatisfactory.

(3) Inspection in areas scheduled for clearance within the next, say, 5 or 10
years, should be done on a stopgap basis to correct deficiencies which endanger
life and spread disease, but no attempt should be made to achieve complete re-
habilitation of the dwellings in these clearance areas.

(4) A city revolving fund should be established for loans to owner-occupants
unable to secure from private sources funds needed to comply with the housing

code. The city through a regular city department or through the housing
authority or redevelopment authority should buy certain structures, rehabili-
tate them, and sell them when necessary to carry out renewal plans.

(5) A number of urban renewal district service offices should be established
to assist owners, landlords, tenants, and neighborhood groups in understanding
their rights and responsibilities, in rehabilitating their properties, and in solving
problems that arise from urban renewal programs.

Required resources
A peak of 150 housing inspectors and complementary educational and clerical

staff: 125 inspectors in 1956 and 150 in 1957 and each following year until the
program is completed Estimated cost: $1 million a year (presently about
$500,000 a year is being spent).

A revolving fond, amounting to $1 million in the beginning and more later,
if needed, to assist owner-occupants to rehabilitate their homes.

A revolving fund, amounting to $2 million in the beginning and more later,
if needed, to be used by the city (a) to make repairs where there is noncom-
pliance with money to be recovered through liens on the property, and (b) to
buy and rehabilitate houses and then sell them.

IV. LAND CLEARANCE

Problem
It is estimated that Philadelphia now has 700 blocks which cannot be eco-

nomically rehabilitated and at least 200,000 people living in these blocks. At
least another 100,000 people live in isolated slum structures which must be
eliminated. In addition, at least an estimated 5,000 dwelling units each year
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are sinking into the slum category. Slum areas include both small pockets of
dilapidated housing in otherwise sound areas, and large districts in which all
the housing and virtually all the community facilities are completely deteriorated.
Yet, despite the economic and social loss created by slums, only 4,000 slum
dwelling units have been demolished by all private and public programs in
Philadelphia in the 10 years since World War II. This is only a fraction of
the dwelling units which became substandard in the decade.

Policy
All slums, both in isolated pockets and in large districts, should be eliminated

within a programed period; for example, 18 years, which is the total of three
6-year capital programs, and provision should be made for the removal from
the housing supply of all those units which will naturally, over time, complete
their useful life.

Program recommendations
Priority 1.-The first focus for public investment for clearance and rebuilding

should be on protecting the present committed investment in redevelopment for
North Philadelphia by expanding the area of these operations.

Priority 2.-The concentration of as yet unallocated public funds for clearance
and reuse of the blocks of blight located in those sound areas most in danger
of deterioration.

Priority 3.-The acquisition and redevelopment of the worst blighted areas in
the city proceeding on the following bases: (1) Districts large enough to encour-
age private investment in rebuilding; (2) a sufficient rate to remove fairly
rapidly the slum character of the area; and (3) a program scheduled in stages
so as to avoid both the complete population displacement at any one time and
the destruction of community groups.

Priority 4.-Opportunity areas, such as blighted vacant land, where little or
no subsidy is required and where there are substantially no relocation problems.

Required resources
Annual estimated cost for land clearance will be about $30 million-one-third

coming from the city (some in noncash grants) and two-thirds from the Na-
tional Government.

A revolving fund of $1 million should be created for opportunity projects.
(Most of the $800,000 the city appropriated for the north triangle redevelop-
ment area will be available for this purpose when the land is cleared and sold.)

v. PUBLIC HOUSING
Problem

Many families in Philadelphia have low incomes and are unable to afford
safe and sanitary housing provided on the private market, and consequently find
shelter only in substandard housing. Generally rehabilitated housing and new
private housing in redevelopment areas will rent for amounts beyond the ability
of low-income families to pay. Since urban renewal programs tend to dislocate
mostly persons with low incomes, these programs will fail unless decent, low-
rent housing is available for relocation purposes.

Policy
Pending the completion of the comprehensive plan and detailed market analy-

sis, the following goals should be met: 2,500 units per year of subsidized, low-
rent public housing under the Federal program; and 1,000 units per year of
subsidized, low-rent public housing under a State program. The purpose of pub-
lic housing should be to provide decent housing in a suitable environment for
low-income families. Public housing should be built in accordance with stand-
ards for neighborhood design and density prepared as part of the comprehensive
plan To facilitate social integration with the larger community, public housing
should be built in small projects and on scattered parcels and should be built on
vacant sites in developing areas and in stable neighborhoods (and never should be
built in large, institutionalized projects). New and good older private housing
should be acquired on the open market and operated as public housing. Converse-
ly public housing should be sold to private owners if by doing so a higher income
group can be introduced into a neighborhood where low-income families pre-
dominate. Public housing should enter clearance areas only as part of large-
scale rebuilding that has housing for a mixture of income groups.
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Program recommendations
(1) Continuation of national public-housing program with revisions necessary

to carry out the policy stated above.
(2) Initiation of a State public-housing program.
(3) Development of administrative procedures to make public housing con-

form with the comprehensive plan and, where applicable, with detailed renewal
plans.

Required resources
Subsidy by annual contributions from State and National Governments. The

subsidy for postwar projects has been about $50 per unit per year.

VI. RELOCATION
Problem

The many current and future programs of public improvement have caused and
will cause dislocation of persons from their homes and businessmen from their
establishments.

Policy
All persons displaced by public action should be relocated to satisfactory ac-

commodations whether displacement be from residential or business quarters.

Program recommendations
(1) Relocation should always keep abreast of displacement.
(2) Subsidy measures should be established by legislative action to handle

the relocation of businesses.
(3) There should be an adequate volume of new public, low-rent housing and

new private, middle-income housing to accommodate persons dislocated. Assur-
ance should be given that private housing will be available to minority groups
now excluded.

Required resources
Annual residential dislocation under the program recommended by this state-

ment will be approximately 10,000 families (including 1-person families) due
to Housing Code enforcement, redevelopment action, and other public improve-
ments. Cost per family will be at least $50, making an annual cost of $500,000.
Relocation of businesses will require further funds, perhaps $100,000 a year.
About half of the amount needed for relocation will be available as part of the
Federal contribution to redevelopment.

VII. RACIAL DISCRIMINATION
Problem

Racial minorities, particularly Negroes, are forced, through discriminatory
practices in housing and real estate, to live concentrated in the older central
neighborhoods of the city. As a group they have not been able to move freely
to all parts of the metropolitan area but instead have been limited to an ex-
tension of segregated neighborhoods.

Almost no new housing for sale or rent has been constructed or is being con-
structed for occupancy on a nondiscriminatory basis in the city or metropolitan
area because land is not available and builders are not willing or able to buld
or sell to Negroes. Negroes are thus limited to living in secondhand housing.

The enforced concentration of minorities results in their exploitation, in the
overcrowding and overuse of their homes and community facilities, and con-
tributes to increasing blight and a breakdown of family living.

Policy
The city government in all of its functions should make no distinctions among

citizens as to race, color, creed, or national origin.
Housing needs of all groups and income levels should be met without regard

to color The actions of government should be toward the ending of discrimina-
tion and the promoting of a free market in housing in the city and the metro-
politan area and not in reinforcing residential segregation.

Program recommendations
(1) State legislation should be enacted to provide for no discrimination on

the basis of race, creed, color, or national origin in the selling or renting of
publicly aided or insured housing. (Since the solution of the piublem of racial
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discrimination should be on a metropolitan basis, recommendations for State
action apply to both Pennsylvania and New Jersey.)

(2) A State human relations commission should be established, among other
things, to enforce State fair housing laws and to work generally to end dis-
crimination in housing throughout the State and in the Philadelphia area
especially in the suburbs.

(3) Public housing site selection and development should be designed to
minimize concentration of Negroes and to maximize their distribution in good
neighborhoods consistent with the other objectives of sound planning.

(4) Comprehensive planning, which in its implementation inevitably involves
population redistribution, should insure, through density and housing type rec-
ommendations, a reduction in concentration by income groups consistent with
other objectives of sound planning.

(5) The Commission on Human Relations should undertake a greatly en-
larged public educational program and should encourage public agencies to
operate their programs so as to promote nondiscrimination.

(6) A joint city-State program in cooperation with private builders should
be initiated to construct demonstration, private-housing developments with open
occupancy. The city should establish a revolving fund for loans at a low interest
rate to builders to be used as working capital for demonstration projects.

Required resources
The staff and budget of the Commission on Human Relations should be in-

creased from its present size of 20 persons to a total of at least 35 employees
so that housing work can be increased. This would mean the housing aspects
of the Commission's work would cost about $120,000 annually.

The establishment of a revolving fund with an initial appropriation of $5 mil-
lion for loans to builders of demonstration, open occupancy projects.

VIII. HOUSING AND LAND-USE STANDARDS
Problem

Philadelphia needs housing and land-use standards that are meaningful and
that do not inhibit experimentation and quality of production. However, ex-
perience indicates that a "standard" is a minimum requirement which almost
always tends to become a maximum, and every attempt to raise standards is
bitterly fought on so-called economic grounds. It is therefore desirable to divide
standards into three types: (1) Those resting on a firm base of clearly demon-
strable data, such as strength of materials and analogous provisions of codes;
(2) those generally accepted by consensus of qualified experts and assumed
reasonable by legislative bodies, such as indoor plumbing, ventilation of spaces,
and the like, and (3) those which are in process of formulation and acceptance,
and which might better be considered "criteria," such as minimum room sizes,
right-of-way widths, acres of recreation per 1,000 persons.
Policy

There should be a review and possible revision every 3 years of the 4 principal
sets of ordinances or regulations contaning "standards" (a) Buildin code
(including plumbing and electrical) ; (b) housing code and fire code: (c) zoning
ordinance, and (d) subdivision regulations. In addition, the comprehensive
plan will have standards and (riteria for conununitv facilities, and these should
be periodically reviewed for needed revisions.

The present zoning ordinance and its present enforcement is now the most
potent single force causing the spread of blight in the city; therefore, until a
new ordinance is enacted the zoning board of adjustment should grant only
the minimum number of necessary variances instead of its present policy of
refusing the minimum number.

Program recommeniations
(1) The zoning ordinance should be immediately and completely revised and

remapped
(2) The building code should be revised in many important aspects affecting

the design and planning of housing, particularly row houses.
(3) The new housing code should be continually studied the first few years

of its operation so as to determine what, if any, revisions are necessary, based
upon experience of enforcement.

(4) Consideration should be given to a policy of steadily raising the standards
for subdivisions and to the development of equitable procedures for requiring
subdividers to provide adequate neighborhood open space.
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Requ ied resources
Two hundred thousand dollars for revision and mapping of the zoning ordi-

nance and $50,000 for revision of building code In addition, there are continu-
ing administrative costs, currently at about $500,000 a year.

IX, COMMUNITY FACILITIES AND SERVICES
Problem

Many parts of Philadelphia are deficient in adequate community facilities
and services. Schoolyards, playgrounds, and small parks for neighborhood rec-
reation are far below needs in many sections, particularly in older and poorer
areas where the need is greatest. Available areas sometimes lack adequate
recreational leadership. Despite a very active school-construction program,
schools are in some cases overcrowded and many buildings are obsolete. Public
health and social welfare programs, although improving, are not brought suffi-
ciently into neighborhood areas.

Policy
Bringing dwelling structures themselves up to acceptable standards should be

supplemented and encouraged by the provision of adequate and attractive
schools, playgrounds, parks, health centers, and other community facilities, and
sufficient staffing of such facilities by well-trained personnel.

Program recommendations
(1) Based on the standards for community facilities established by the com-

prehensive plan, emphasis should be placed on improving community facilities
in areas where conservation, rehabilitation, and redevelopment programs are
active, and in accordance with the renewal plans for these areas.

(2) In the undeveloped and partially developed sections of the city, adequate
land for community facilities should be promptly acquired as indicated in the
physical development plan to be developed gradually as population increases.

(3) To the greatest extent possible, department of recreation, Fairmount
Park Commission, and school recreational programs should be coordinated.
Rather than duplicating facilities, a program for joint use of facilities should
be developed where appropriate. The recreation coordination board, provided
by the city charter, should be more fully utilized than at present.

Required resources
Pending establishment of standards for community facilities and measure-

ment of the gap between existing facilities and standards, only tentative esti-
mates of costs can be made: annual capital costs of $5 million for schools, $8
million for parks and playgrounds, and $5 million for other facilities. The city
and board of education's share of land acquisition costs can be reduced to the
extent that land clearance can be accomplished as part of federally aided urban
renewal projects.

A. FINANCING AND ADMINISTRATIVE ORGANIZATION
Problems

The financing of an adequate housing program for Philadelphia will take very
large sums of public money, as well as heavy private investments for both
new housing and rehabilitation of much existing housing. Even assuming
greatly increased Federal aid for public housing and urban renewal programs.
and some State assistance for middle-income housing, a tremendous burden will
be placed on the financial resources of the city government, a burden which the
existing revenue sources are unable to bear Nevertheless, without a housing
and urban renewal program of this magmtude, a continuing decline in real and
personal property tax base will make increasingly difficult the problem of fi-
nancing the city's essential services. Furthermore, without a vigorous renewal
program the city will not be a place where people will want to live.

The established administrative patterns do not now function to coordinate
effectively and economically even the presently operating segments of the pro-
gram. For example, new public housing in amount, location, housing types, and
apartment sizes is not planned to accord either with relocation needs of code
enforcement and land clearance or physical plans for renewal areas.

Policy
To provide decent housing in attractive neighborhoods, and thus to protect and

augment the city's tax base, a workable method should be found to increase city



370 INVESTIGATION OF HOUSING, 1955

revenues and to channel greatly increased funds into the various segments of the
program in the proper amounts and at the proper time. At the same time, effec-
tive administrative mechanisms should be developed to coordinate the city's own
programs and those at the Federal and State levels into an effective program for
urban renewal.

Program recomendations
(1) A study to indicate the extent to which the proposed program may become

at least partially self-supporting through such means as increased permit and
licenses fees to pay for code-enforcement programs, and earmarking the incre-
mnent in tax revenues from urban renewal areas for debt service on bonds financing
capital expenditures in these areas.

(2) A bold study setting forth alternative methods of increasing municipal
revenue sources to finance those elements of the program which cannot be self-
financing. This study should also indicate to what extent other than local sources
will be required, and it should recommend Federal and State formulas for
providing such nonlocal funds.

(3) Effecti,- use of the capital budget and program to make funds available
for carrying out, according to a priority schedule, the coordinated development
of area-by-area urban renewal plans.

(4) Determination of better procedures for coordinating code enforcement,
urban renewal, relocation, and public housing. Consideration should be given
to bringing together the functions of the department of licenses and inspections,
the redevelopment authority, the housing coordinator, and the housing authority
in a single department Pending integration of the two authorities into the
regular city administrative organization, the policymaking responsibilities of the
authorities' boards should be recognized. The interagency committee set up by
the Housing Coordinator should be strengthened by adding representatives of
these boards and should broaden its concern to the formulation of basic policy.

Summary of required resources
This statement is intended to deal primarily with matters of policy and pro-

gram Cost estimates are given in order to show the magnitude of the program.
Therefore, the table presented on the following page should be read with an
awareness that while the amounts shown have a basis in fact they are only
tentative Also, the table makes no attempt to separate in its totals "capital,"
"operating," and "revolving" funds. Except for parks and playgrounds, no esti-
mate is made of additional operating costs due to capital programs although
surely there will be such costs. The table, then, is a general summary of required
resources needed to carry out the program that this statement outlines.

City
Comprehensive planning ----- ----------....
Research, general administration--- ----. -. .
Housing code enforcement---------------. .............
Land clearance (capital)--.....-...................... ..
Relocation ........- ..... -
Racial disnci mination. --. ----- -----
Housing and land-use standards --- ----------------
Community facilities

Parks and playgrounds:
Capital ....--
Operating (additional) -..-..-.-... .......

Other................... .
Revolving funds

Rehabilitation loans to owners ..----------------....
City rehabilitation of dwellings.----------
Land clearance, opportunity areas ----.............
Open occupancy demonstration projlects-----........

Total ...... ........
Board of Education (capital) -.........-----.......-------
State government. Public housing subsidy
National Government'

Public housing subsidy ..............................
Urban renewal grants --... ... --------.-. -. -----...

Grand total --.........----

Estimated
present

annual ex-
penditures

$50,000
40,000

5000,000
1,000,000

13,000
60,000

500, 000

3,000,000
-- 4,'0-,6O

45,000,000

800,000

2,000,000

16, 963,000

Estimated future
expenditures

1st year 10 years

$150,000 $1,000,000
80,000 800,000

1, 000,000 8,000,000
7,00, 70,000 0,000, 00

350,000 3,000,000
120, 000 1,200,00
750, 000 6,000, 000

8,000,000 80,000,000
100, 000 1,000,000

5,000,000 50,000,000

1,000,000 1,000,000
2,000,000 2,000,000
1,000,000 1,000,000
6,000,000 5,000,000

31, 550,000 230,000,000
5,000,000 50,000,000

600,000 33,000,000

3, 000, 000 99, 500,000
20,000,000 200,000,000

60,150,000 612, 500,000
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The CHAIRMAN. Thank you very much, Mr. Perkins, for appearing.
Mr. PERKINS. Thank you very much.
The CHAIRMAN. The committee will stand in recess until 2 o'clock.
Thank you very much.
(Whereupon, at 12:35 p. m., a recess was taken until 2 p. m. of

the same day.)
AFTERNOON SESSION

The CHAIRMAN. The committee will be in order.
We did well this morning. We kept up to schedule, which is a little

difficult. We want to compliment the committee and the witnesses.
The first witness this afternoon is Mr. Harry Madway, who is

going to give us the builders' experience he has had in Philadelphia
under 220.

We are glad to have you, Mr. Madway. You may proceed.

STATEMENT OF HARRY K. MADWAY, MADWAY ENGINEERS AND
CONTRACTORS

Mr. MADWAY. My associate, Bernard Weinberg, and I welcome the
opportunity to appear before your committee in its discussion of the
National Housing Act, section 220, rental housing program. We hope
that our experiences in connection with the North Triangle redevelop-
ment project will aid your committee in evaluating this program.

Mr. Weinberg and I are the principals and sponsors of the North
Triangle redevelopment project. We are and have been for a number
of years active homebuilders and apartment developers. A substan-
tial portion of our operations has been under the auspices of various
FHA programs.

Our interest in the field of private redevelopment was stimu-
lated by several discussions with Mr. Francis Lammer, executive di-
rector of the Redevelopment Authority of the City of Philadelphia.
We were invited to meetings held in March of 1954 which were de-
signed to formulate a program for this redevelopment project.

In April 1954 the North Triangle redevelopment program was
advertised for bids. Our bid, along with others, was submitted on
June 11,1954. On June 14 we were awarded the bid.

There is one characteristic of this project which cannot be over-
emphasized-North Triangle redevelopment project has not 1 penny
of Federal subsidy. The city of Philadelphia, with commendable
foresight, provided the funds some time ago for the acquisition of the
site. These funds have been appropriated and are presently encum-
bered. The financing of the construction of the project, for which
Federal insurance is being sought, will require the advance of private
funds only.

At the time that our bid was submitted there were discussions in the
industry which indicated that the 1954 National Housing Act, which
was then under consideration by the Congress, would contain special
financing aids for urban redevelopment by private enterprise.

It was not until the 1955 act was passed, however, that section 220
offered any practical assistance to our development.

The CHAIRMAN. Why?
Mr. MADWAY. The 1954 act was not completely useful because among

other things there was a $5 milliJn ceiling on a commitment.
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The CHAIRMAN. Yours is not $5 million, is it?
Mr. MADWAY. Ours is substantially above that.
The CHAIRMAN. All right. What about the value? Does that

have anything to do with it?
Mr. MADWAY. Yes. I am coming to that.
The CHAIRMAN. All right.
Mr. MADWAY. By the very nature of the redevelopment process

entire neighborhoods are required to be renewed. Thus a ceiling of
the size stipulated in the 1954 act would unnecessarily inhibit an ade-
quate redevelopment job of any appreciable size.

Secondly, the 1954 act had an unworkable valuation base in requir-
ing that the standard of valuation be long-term economic value when,
in fact, the areas in which redevelopment jobs are required are gen-
erally expensive to work in, and, in addition, are areas in which the
determination of long-term economic values are at best a poor guess.
The new amendments, which now use current replacement cost as the
standard of value, are much more realistic and workable.

Since the 1954 act was not useful to us we found it necessary to ex-
plore the conventional mortgage market. The size of the development
and the novelty of the private redevelopment concept, together with
the tightening of mortgage credit effectively inhibited a satisfactory
conventional mortgage commitment despite many months of discus-
sion and negotiation.

Thus, until the 1955 act was enacted the financing of this develop-
ment was effectively blocked. Since that date, however, we have
moved forward with utmost dispatch.

A chronology of the steps which have been taken may be of interest
to you.

The new act was enacted on August 11, 1955, and was made effective
by the Administrator on August 15.

Even prior to this date, and in anticipation of its passage, the re-
development authority had submitted to Urban Renewal Administra-
tion of the Housing and Home Finance Agency this project for certifi-
cation under the terms of the Housing Act as a qualified urban renewal
area within the city of Philadelphia's workable program. On July
19, 1955, this request for certification was granted.

Shortly after the passage of the new act an informal meeting with
the local office of FHA was held under the procedure suggested by the
FHA regulations. At that time some of the preliminary problems
were raised and a decision was made to file a formal application for
commitment under section 220.

On August 19, 1955, just 4 days after the new act became effective,
a formal application, together with the payment of the filing fee, was
made to the local office of the Federal Housing Administration.

The CHAIRMAN. Could I interrupt you there ? All of that chronol-
ogy sounds out of order as to what has been going under 220. Did
you apply under the 1954 act for 220, or were you operating under
conventional?

Mr. MADWAY. We could see right off the bat that the 1954 act would
not work with our development.

The CHAIRMAN. So you did not apply?
Mr. MADWAY. We did not apply.



INVESTIGATION OF HOUSING, 1955 373

The CHAIRMAN. Then you worked on conventional financing for a
long time, and to make a long story short after you found you couldn't
get conventional financing you filed on 220 ?

Mr. MADWAY. Right.
Mr. GAMBLE. You are working on that now?
Mr. MADWAY. Yes.
The CHAIRMAN. All right. Go ahead.
Mr. MADWAY. Since the date of the filing we have had a number

of discussions with the local office relating to the technical problems
raised by the application.

Mr. ASHLEY. May I interrupt there? What technical problems are
there ? Give us a rundown on what you mean by that.

Mr. MADWAY. The new act became effective August 15. The regu-
lations had not yet even been issued, so that many of the problems
that we raise-for instance, in our development we had the problem
of the size of the development possibly even exceeding the new statu-
tory ceiling of $121/. million. Even though we had filed formally,
we had to discuss that problem along with several others. We had a
discussion on the mortgage-per-room ceiling, the regulations of a
$2,700-per-room ceiling, with discretion in the Administrator to in-
crease that by $1,000 in an area which had been declared by the Ad-
ministrator to be a high-cost area.

Well, that sort of determination had been made, for instance, for
the New York area. It was our feeling, and our experience, that it
doesn't cost much less to build an apartment house of the type we were
talking about in the center of the city in Philadelphia than New York.
So that was a second problem we had to discuss.

Mr. GAMBLE. Have you been declared a high-cost area?
Mr. MADWAY. We have not; but it is our understanding that the

assembling of the data required to make such a determination is pres-
ently being done by the local FHA office.

The CHAIRMAN. Are you expecting to get the $3,700-per-room cost
on 220 ?

Mr. MADIAY. We do not expect to get $3,700. We feel that we need
something substantially more than the $2,700 limit.

The CHAIRMAN. Do you think that anything less than 10 percent
as builders' profit on this project you are talking about is fair and
adequate?

Mr. MADWAY. No; I do not.
The CHAIRMAN. Are you expecting to get 10 percent?
Mr. MADWAY. Our application is based on an 8-percent builder's fee.
The CHAIRMAN. I believe in New York they allow 71/. Can you

build it on 71/ ?
Mr. MADWAY. That is calling it pretty close. Since we applied for

8, I imagine we won't fight too much over a half a percent.
The CHAIRMAN. What will the rents be in the project you plan

to build?
Mr. MADWAY. Our application stipulated that we would charge

$35.13 per month per room.
The CHAIRMAN. $35.13?
Mr. MADWAY. Yes. That is based on air-conditioned apartments.
The CHAIRMAN. Now, I know you don't know these figures ac-

curately, but you tell me $35.13 per month per room. What per-
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centage of persons who will be displaced by slum clearance do you
think you can house in this project at $35.13 per month?

Mr. MADWAY. I strongly doubt that we can house any of the people
who will be displaced by slum clearance. However, I would like to
call your attention to the fact that in this particular project I believe
that something around 43 families only will be displaced by this proj-
ect. This project is being built primarily in an area that is a mixture
of commercial and industrial. There are, I believe, only 43 families
living in this area at present.

The CHAIRMAN. How much cash does the sponsor of a 220 project
typically-and I doubt that I can say this because yours and one
other are the only ones I have heard about which have been approved-
how much cash does a sponsor have to sink in that project ?

Mr. MADWAY. It is anticipated that the sponsor will require at least
10 percent of the project cost less any credit given for the builder's
fee. Under these circumstances, we, for example, anticipate that we
will require something in the neighborhood of about 7 to 8 percent.

The CHAIRMAN. What you are going to require is how much?
Mr. MADWAY. Something between 7 and 8 percent in cash for this

job.
Mr. ASHLEY. Is land included in that?
Mr. MADWAY. Land is not included in that.
The CHAIRMAN. Now, I know about your statement, and I want

you to go through with it, but I want to interrupt for these questions.
When you get through with it, if you make a profit on it are you going
to build any more 220's?

Mr. MADWAY. We would be very happy to, provided the condition
you mentioned takes place.

The CHAIRMAN. Do you regard the approval of this 220 project in
the short time that you have announced in view of the fact that 220
was passed in 1954, do you regard your experience with FHA as
typical?

Mr. MADWAY. I only know this: With the exception of 1 or 2 other
cases, no commitments have been granted in the United States, so our
experience must be typical.

The CHAIRMAN. Well, I don't understand how one can be typical
when there are only two.

What I am getting at is, I am under the feeling that these are
special-emphasis projects which have been arranged here in Philadel-
phia and in New York. Do you think so?

Mr. MADWAY. I don't know, Mr. Rains. We have only been work-
ing with this one project. All I can say is we have gotten perfectly
fine cooperation.

The CHAIRMAN. I am hopeful from here on out it will really roll,
but I want to be convinced by more than just 1 or 2 of these projects.

You may proceed with your statement.
Mr. MADWAY. Since the date of the filing we have had a number of

discussions with the local office relating to the technical problems
raised by the application. In addition, a full-dress meeting with the
top level officials of FHA was held in Washington on Tuesday, Sep-
tember 27. At that time certain problems peculiar to this job were
raised. Our meeting with the Washington officials, in which the
Philadelphia officials were also participants, demonstrated very for-
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cibly to us that all of the responsible officials in FHA are most coopera-
tive and have not only indicated their desire to see this job progress
expeditiously, but have made available their time and their technical
staff without restriction.

Mr. William Kelley, Director of the local FHA office, similarly has
indicated that his staff is at our disposal.

We wish to say that the cooperation which we have gotten has been
of the highest order. At the same time, everyone who has more than
a passing familiarity with this project recognizes that the novelty of
a privately financed rehabilitation project generates new problems
which require careful consideration in view of the many and varied
questions of public interest which are involved. If the rate of progress
is less than what we had hoped, we now understand the delays because
of the multiplicities of new problems, and the care which must be exer-
cised that the public interest is protected.

It will be of some interest to you to learn that the concept of private
redevelopment for North Triangle dates back to 1947. It has taken
from 1947 to 1954 to draft the plans and the program and to select
the redeveloper. This demonstrates the time-consuming aspects of the
redevelopment process.

When you consider the numerous agencies which must be consulted
and whose requirements must be met, I think it is commendable that
we are at the stage where we have been informed by Mr. Kelley that
when we provide the exhibits and data which the local FHA office re-
quires, a commitment should issue within 60 days thereafter. This
timetable indicates that a commitment should issue by the end of the
year and construction should start next spring.

The municipal agencies which have been principally involved in
forwarding this project are the city planning commission and the re-
development authority. They have both displayed foresight, vision,
and patience in furthering this development. In addition, they have
demonstrated a commendable degree of awareness of the practical
considerations involved in the private redevelopment process.

The city council has demonstrated its awareness of the desirability
of the project by appropriating funds for acquisition of the site.

At every stage of its progress the redevelopment of North Triangle
has received intelligent and thoughtful cooperation from all of the
agencies involved.

We can ask for nothing more.
The CHAmRMAN. Of course, one of the great obstacles apparently

was removed when the city furnished the subsidy which acquired the
site?

Mr. MADWAY. That is true. That overcame a lot of the problems.
The CHAIRMAN. Of course, that is an exceptional instance. That

is not ordinarily true of 220's or other projects.
Now, let me ask this: I think the maximum loan maturity is 39

years and some odd months?
Mr. MADWAY. That is correct.
The CHAIRMAN. Now, since the law permits longer maturities, and

since the figure you stated of $35 and some cents per room seems rather
high to me, what would you think of extending the loan period up to
45 or 50 years, reducing the rentals?

Mr. MADWAY. You happen to have anticipated just such a proposal
which we made to the Washington officials of FHA. We felt that
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a frozen pattern for amortization is unrealistic. We thought that
the amortization requirements ought to be tailored to the character-
istics of the specific job.

Now, we understand, for instance, that amortization ought to be a
little faster than the probable rate of depreciation and obsolescence,
but, for instance, in the development that we have proposed, which
are elevator central city buildings, the rate of obsolescence there will
be so slow that a longer maturity and a lower amortization rate would
be a perfectly practical thing to achieve.

The CHAIRMAN. It would put it within the reach of people of lower
income which, after all, is our greater problem?

Mr. MADWAY. That is right, and that would have achieved for us
an even lower rent schedule, and that was the basis for our request
to the Washington office, the request that they reduce the amortization
and stretch out the period.

The CHAIRMAN. The average family needs at least 2 to 3 bedrooms,
certainly 3, if it has any children and doesn't this type of building
that you are building almost put it in the luxury class for Phila-
delphia?

Mr. MADWAY. Well, I think it was everyone's clear understanding
that the nature of the site and its position in the city would make it
virtually impossible to develop it for, say, low-income families.

The CHAIRMAN. I am not talking of low-income families. I am
thinking of people of the income from $8,000 down to $5,000.

Mr. MADWAY. I think that our development will not be too far
beyond the reach of that group. You must remember that this par-
ticular development is right on the parkway. Consequently, there
are certain requirements for its esthetic appearance that have been
imposed on it which must necessarily produce higher costs. It isn't
as though we had complete freedom of design in some suburban area
where we could just consider only economy in designing the building.
Here we have to achieve a result that will be in keeping with the
character of the other buildings along the parkway, and the parkway
is the front door of Philadelphia.

The CHAIRMAN. Are you a builder, yourself ?
Mr. MADWAY. I am a builder. I have been a builder for 19 years.
The CHAIRMAN. You are a member of the American Home Builders

Association?
Mr. MADWAY. Yes, I am a national director of that association.
The CHAIRMAN. Do you anticipate that your colleagues in the

home-building business situated as you are will be able to go forward
with 220 programs where they are needed?

Mr. MADWAY. I believe that under the new act it is feasible to
move ahead with redevelopment projects. I think you have to con-
dition that. It has to be conditioned on the willingness of both the
public officials and the financing agencies to move with them.

I think everybody is aware of the current tightening mortgage
credit situation. I am sure that will adversely affect this program,
as it has the normal home-building program, but subject to those
conditions I see no real infirmities in the present act that would inhibit
a good urban rehabilitation program.

The CHAIRMAN. Thank you very much.
Any questions, Bill?
Mr. BARRETT. No.
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The CHAIRMAN. Any questions?
Mr. GAMBLE. Have you got a tightening mortgage market over

here now ?
Mr. MADWAY. Very definitely.
Mr. GAMBLE. When did it start?
Mr. MADWAY. I think it started last spring, and it has been tighten-

ing up, and I think the tightening is accelerating.
MSr. GAMBLE. Is it because the banks and building and loans have

used all of their money or committed it up to the end of the year?
Mr. MADWAY. I think so, and I think the attitude of the banks

merely reflects the Government monetary policy which is to restrict
credit generally.

The CHAIRMAN. Did you file an application under the 1954 Act ?
Mr. MADWAY. We did not.
The CHAIRMAN. Any questions, MIr. Ashley?
Mr. AsHLEY. I would like to know how you feel about the cost-

ceitification provisions in the new act. Are you in favor of those ?
Mr. MiADWAY. No, I am not. I ought not to speak for anybody

but myself, but I would say pretty generally most builders are un-
happy with the cost-certification provisions because in the first place
it is an extremely complex provision. There is a great deal of con-
fusion and difference of opinion as to just what it means, and how
it will be applied, and the general feeling among many builders is
that they are exposing themselves to all sorts of penalties even though
they may be acting with perfect honesty, and with perfect integrity
in the situation.

Mr. ASHLEY. Do you have any opinion as to what can be done to
relieve this problem that exists in the minds of the builders ?

Mr. MADWAY. I have none except the elimination of the provision.
But I think at the very least some thought ought to be given to re-
casting it so that it is clear, so that it can be understood.

Mr. ASHLEY. Do you think there should be a cutoff date beyond
which-

Mr. MADWAY. Well, that is just one of the aspects. I think the
general problem is lack of clarity and its broad terms expose a builder
to so many penalties even though he acts with complete faith-I
think that is its basic difficulty.

Mr. ASHLEY. With respect to the 220 program, do you think that
the rate of return established by Congress is sufficient to attract
builders in this area, and throughout the country ?

Mr. MADWAY. I will say "Yes" to that provided I can add one thing.
The rate of return is adequate if the Congress and if the adminis-
trative agencies approach the question of valuation practically, and
if they give the builders a workable working profit in the job.

Mr. ASHLEY. In other words, that 71/ percent would be sufficient
under the circumstances you set forth.

Mr. MADWAY. That is right.
Mr. ASHLEY. Are you going to pay for land out of mortgage

proceeds?
Mr. MADWAY. We are not.
Mr. ASHLEY. How is that land paid for ?
Mr. MADWAY. The North Triangle redevelopment is based on the

leasehold. The leasehold will be held by the redevelopment authority.
68692-55-pt. 1-25
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Mr. AsnLEY. Now, you spoke of the perfectly fine cooperation which
you have received, and I am sure that we are all pleased to hear
that. You speak also of the offer by Mr. Kelley to put his staff
at your disposal, and you spoke further of your meeting with top
level officials in Washington. Would you say-and I am simply re-
peating the question asked earlier-that your project was given special
emphasis ?

Mr. MADWAY. No; I would not. I would have no way of knowing
because that was the first time that we had made a request for such
a meeting-well, as a matter of fact, the suggestion came from the
local office that some of the problems we raised required considera-
tion by Washington, the Washington officials, so that the meeting
was initiated by the local FHA office, and when we went down there
we can only say they listened to the problems, and they indicated a
very sympathetic consideration would be given to them.

Mr. ASHLEY. Do you think if hundreds of 220 projects were under-
taken by builders throughout the country, considering the practicali-
ties of the time situation, and the demands upon the high officials
with whom you met in Washington, that equal attention could be
given to each of them?

Mr. MADWAY. No, I think it would be impossible. But I assume
that the earlier projects will be the guinea pig and will establish
the working pattern for the future.

Mr. ASHLEY. So there was special emphasis to the extent that this
was something like a pilot project ?

Mr. MADWAY. That is right.
Mr. ASHLEY. That is all.
The CHAIRMAN. Mr. Widnall?
Mr. WIDNALL. No questions.
The CHAIRMAN. Thank you very much for appearing before our

committee.
Mr. MADWAY. Thank you.
The CHAIRMAN. The next witness is Mr. Joseph Turchi, assistant

housing coordinator, and he is going to talk about section 220, Gov-
ernment experience for purposes of rehabilitation.

Do you have a prepared statement ?
Mr. TRCIII. Yes, sir.
The CHAIRMAN. You may go ahead and read it, if you wish.

STATEMENT OF JOSEPH T. TURCHI, ASSISTANT HOUSING
COORDINATOR, CITY OF PHILADELPHIA

Mr. TURCHI. My name is Joseph T. Turchi, and I am assistant
housing coordinator for the city of Philadelphia.

Mayor Clark has indicated that the city is currently attempting to
use the section 220 FILA insurance program to support rehabilitation
financing. My remarks will be confined to this particular problem.

Little need be said, I am sure, on the necessity for special financing
arrangements to encourage rehabilitation of existing dwellings. In
terms of national policy, the workable program requirement of the
Housing Act of 1954 is predicated on the assumption that property
owners can be led to fix up and maintain substandard dwellings which
are not yet beyond repair, and standard housing which is on the way to
becoming blighted. Locally, we are acutely aware of the problem, for
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the city is currently engaged in both stepped-up enforcement of our
new housing code, and a special experimental program in selected
neighborhoods to stimulate voluntary rehabilitation above code stand-
ards. In both instances, areas are affected which are not covered by
title I grants, for the effort is to use these rehabilitation tools to
supplement the basic federally assisted program.

The new housing code went into effect on January 1 of this year, the
voluntary rehabilitation program being already underway at that time.
In all the months since then the one consistent outcry from the areas in
which we are working has been for help in financing. Again and
again the argument is advanced that this or that item of work would be
done but nobody is giving out loans in this type of area, nobody will
take a mortgage in these old neighborhoods.

In anticipation of this problem, the city undertook to utilize sec-
tion 220 as soon as Congress spelled it out as the device by which the
Federal Government would assist this type of activity.

Just a year ago, in October 1954, Mayor Clark and other top city
officials met with about a dozen leading banking and insurance com-
pany officials to attempt to get some idea of what the city should do to
enable them to participate in the 220 program. No regulations were
as yet available from the Federal Government, of course, for the 1954
act had only been in effect a little over 2 months. Representatives of
the FHA in this area were present at the meeting, however.

A certain amount of skepticism was expressed at that meeting, by
those lenders who had had occasion to work with the Federal Govern-
ment in the past. However, some interest was also evinced. In the
months since that meeting we have followed up with frequent contacts.
And I am sorry to have to report that, with the delay in getting the
program off the ground, the interest initially expressed by those leaders
of Philadelphia's lending institutions has gradually cooled.

The primary responsibility for that delay can be laid, I think,
directly at the door of the Federal administrators in Washington.
For we have still received from the Federal Government no real direc-
tion, no firm set of standards, for putting section 220 to work. The
Housing Act itself makes certain requirements, of course.

Mr. BARRETT. May I ask you one question?
Mr. TURCHI. Yes, sir.
Mr. BARRETT. Do you think the lack of the effectiveness of 220 is

caused by the attractiveness of'conventional mortgages ?
Mr. TuRCCHn. Well, conventional mortgages, as such, would generally

not be available in those areas where 220 might work.
Mr. BARRETT. Do you think because the average builder today can-

not get conventional mortgages he is attracted to 220 ?
Mr. TuRcHn . I am not prepared to answer that, sir, because my com-

ments today are really directed primarily to section 220 financing, on
the basis of rehabilitation of existing structures in areas which are
blighted or are becoming blighted, and where the existing housing
could possibly be rehabilitated if favorable financing terms could be
had.

Now, generally, in some of those areas FIL will not insure because
they are considered to be poor risk areas. The purpose of 220 for
rehabilitation purposes is to perhaps raise the entire area to such a
level that the risk will become minimized.
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The HHFA has provided some rather loose guides. But, in actu-
ality, over a year has now slipped by and the program which was
Congress' answer to the rehabilitation financing question has not as yet
been implemented.

The standards which must be established relate to both the urban
renewal areas which would be certified as eligible for 220 insurance
and the properties, and mortgages thereon, which would be covered
by the insurance itself. Various questions arise in the latter connec-
tion. For example, it is often said that the program cannot work
with the insurable mortgage amount tied to "appraised value"-mean-
ing the value after the program for the area involved has been com-
pleted. Clearly, the validity of this criticism will depend greatly on
the estimate of Federal technicians as to the effect of the planned
property and area improvements. But questions such as these are
more appropriately discussed by the private interests, themselves.

I only wish to note at this point that in spite of repeated prodding
and encouragement on our part, not a single major developer in this
area has to date shown any interest in the 220 program from the
rehabilitation point of view.

As for the area standards which directly concern the city, we have
also tried repeatedly to find out what the Federal officials will expect.
And we have kept in touch with the efforts of other cities to implement
the program-through the National Association of Housing and Re-
development officials, through our day-to-day contacts with Federal
officials, and so on.

For we do not wish to condemn the program and demand new aids
without at least proving that it will not meet the need. But the need
is becoming more urgent all the time. We cannot wait indefinitely
when'so important a segment of our total program is involved.

Accordingly, we have in the past few weeks initiated one more
effort to make section 220 work in Philadelphia. A committee has
been constituted, made up of representatives of the HHFA, FHA,
Philadelphia Redevelopment Authority, and Philadelphia City Plan-
ning Commission, as well as the office of the housing coordinator,
which I represent.

Mr. GAMBLE. Is that a local housing coordinator ? That is a local
position or committee?

Mr. TuRcHI. That is correct.
This committee is looking over the entire city-searching for areas

which could test section 220 here. Once these areas have been selected
we propose to try once more to drum up local interest in trying for
section 220 insurance; we shall submit our application for certification
and then see what happens.

It is a rather backhanded approach. We would have preferred to
have the Federal officials give us some standards to try to meet rather
than have them wait for us to supply an application on the basis of
which they will set their standards. This way we work in the dark.
We do not know what was required in Louisville, but it would be im-
possible in most Philadelphia sections to do what was required there.

Mr. GAMBLE. Was that a 220 project in Louisville?
Mr. TURCHI. Yes, sir, a 220 rehabilitation project.
For example, Louisville was to provide positive assurance that the

area under consideration would be rezoned to permit only residential
and related uses. Most cities, including Philadelphia, had to permit
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nonconforming uses when their zoning regulations took effect, and
how can such assurance be provided in the face of those often unde-
sirable but legal uses?

This is also a rather expensive approach, inasmuch as it takes con-
siderable time on the part of local officials to work out, not only what
will fit most effectively into the city's program, but also what demands
the FHA may make and how these can be met if they are made. In
this type of program there is no possibility of reimbursement for
planning. Regardless of whether the program works out, this is a
cost which the city cannot recover.

Mr. BARa-rT. May I ask a question?
Mr. TuRCHI. Yes, Congressman.
Mr. BARRETT. What is the approximate cost of working up the ap-

plication to its acceptability?
Mr. TURCHI. We have not computed that, Congressman Barrett,

and one of the difficulties in trying to compute that is how much we
will have to set forth in the application, how extensive our urban
renewal plan must be, and how extensive the urban renewal area must
be, and what the Federal Government will require along those lines.

As yet, we have no firm indication as to those facts.
But let me make clear that this is a cost the city is more than willing

to pay if the job can be kept within reasonable bounds and produces
the desired results. The danger is that all our efforts will go down the
drain with an eventual FHA declaration of standards which, like those
for Louisville, make the application of the program impossible here.
This, too, I should perhaps point out, is why the city takes the seem-
ingly inconsistent stand of calling, on the one hand, for less tightly
centralized control in other operations yet complains in this connec-
tion of the lack of Federal standards. If the bonds of strict Federal
regulation had already been loosened, if the called for review and
reorganization of Federal-local relations had already taken place, we
would welcome the opportunity to delineate standards which would
work in Philadelphia. Unfortunately, this is not the situation. We
therefore run the risk that what we finally work up, after considerable
effort, will be rejected. The risk would be far less if the regional
officials with whom we are working had adequate authority. Reten-
tion of too much control by Washington makes us less certain of the
outcome.

We shall carry through our present operation to completion, of
course. But in the meantime we would strongly urge the HHFA
be given real authority and responsibility for making sure that the
FHA and URA in Washington work closely together on this program.
They should together work out firm and clear-cut regulations and
cooperate continuously, at all levels, to test the feasibility, in cities
such as ours, of the whole section 220 concept. Once tested, the
effectiveness of this tool can be judged, and we will know whether or
not we must work out some other method for securing the rehabilita-
tion financing so urgently needed.

That is the end of my statement, sir.
The CHAIRMAN. Thank you, Mr. Turchi.
On the one hand, you say that you would like for Washington to

delineate and hand down standards by which 220 projects could go
forward. I assume you are not asking, however, for such rigidity
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of regulations where it might fit in one plan and would fail to fit
in another?

Mr. TURCHI. That is correct. However, we would like to know
what is expected of us before we begin or try to file an application
and do the necessary work involved therein.

The CHAIRMAN. Even though there have been 2 or 3 projects ap-
proved, and you mentioned one I hadn't heard of in Louisville-I
thought the only ones were in New York and Philadelphia-

Mr. TURCHI. I am sorry, sir, Louisville was not approved. Perhaps
I should try to make one point clear. The 220 financing that I am
discussing, or trying to discuss at this point, is in those areas of the
country where major redevelopment, slum-clearance activities, are
not taking place.

The CHAIRMAN. Now, the experience of Mr. Madway, as he gave
it to us a while ago, does not fit into the discussion which you have
because his is a different type area?

Mr. TuRcHm. That is correct, that is an assisted area. What we are
talking about are called nonassisted projects. These are not in areas
involving slum clearance where the redevelopment authority has gone
in to effectuate a redevelopment program.

The CHAIRMAN. Well, what you are asking for in the way of some
guide to go by is in those areas where under title I the demolition and
the slum clearance are done under title I, the Federal act, and then
220 projects on that?

Mr. TuRCHI. I think not, sir. I think that what we are asking for
guides and regulations on, are in those areas of the city which might
be considered deteriorated or deteriorated which have not been
certified as redevelopment areas where title I is not at all involved.

It is the fringe areas, perhaps, you might term them. You might
term them those areas which are going down but have not as yet
reached the point where total clearance is necessary. These are the
areas in most instances surrounding the redevelopment areas, the
certified redevelopment areas, and there is no connection between the
thesis that I have today with that of Mr. Madway. In his problem-

The CHAIRMAN. They are entirely different problems?
Mr. TuRCHi. That is right. This is voluntary rehabilitation on

the part of the owners or sponsors in a given area to assist them in
that voluntary rehabilitation by making 220 financing available to
them.

Now, before that is done there are certain criteria that must be
met but those criteria as yet have not been clearly established.

The CHAIRMAN. Thank you very much.
Any questions, Bill?
Mr. BARRETT. No.
The CHAIRMAN. Any questions, Mr. Gamble?
Mr. GAMBLE. In Philadelphia in the rehabilitation, does the city buy

the land and clear it?
Mr. TURCHI. No, sir; the land that is cleared in redevelopment is

acquired by the redevelopment authority, which is really a State
agency, although it does receive city funds as well as matching funds
by the Federal Government.

Mr. GAnBLE. Who clears the site?
Mr. TURCHI. In those instances it is cleared by the redevelopment

authority, who then sells the land to a redeveloper.
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Mr. GAMBLE. That same organization, then, would take care of the
tenants and relocate them, I assume?

Mr. Turcm. Yes, sir; the redevelopment authority is obligated
under Federal law to relocate all tenants who are displaced by reason
of redevelopment activities.

Mr. GAMBLE. And this redevelopment organization you speak of is
the State of Pennsylvania Authority?

Mr. TURcHI. That is correct.
The CHAIRMAN. Any questions, Mr. Ashley?
Mr. ASHLEY. I have one question, Mr. Chairman.
I was somewhat shocked at your statement that, for the purposes of

220 rehabilitation loans, local builders have failed to show any interest
at all. Now, is it your notion that the FHA sets the same property
requirements for 220 rehabilitation loans as it requires for new houses?

Mr. TURCHi. That is one of the points about which we are not clear,
and it is one of the points about which we should like to have some
clarification, what are the standards of FHA, what are the rehabilita-
tion standards of FHA in order to get 220 financing or insurance.

Mr. ASHLET. And am I to understand that it has been impossible for
you to get any kind of a statement from the regional or Washington
FHA officials on this point?

Mr. TuRCHI. I believe the fault, if any, lies in the national office
rather than the regional office. The regional office is probably await-
ing the formulation of these criteria or regulations by the national
offices.

Mr. AsHLEY. Would you agree that it would be not only ridiculous
but would render the 220 rehabilitation program unworkable if the
same standards were required for the rehabilitation projects as for new
houses?

Mr. TumRCH. I should think so; yes, sir.
Mr. AbHLEY. It couldn't help it.
Mr. TucenH. That is right. Because the cost would be so great that

the chances of getting the type of mortgage financing that would be
necessary would be quite slim. The lending institutions, themselves,
I believe-

Mr. ASHLEY. Well, it would be impossible.
Mr. TURCHI. Yes.
Mr. ASHLEY. Clearly so.
Mr. TuRCHI. It would appear so to me; yes, sir.
Mr. ASHLEY. And you feel that that is one of the reasons why it has

been impossible for builders in this area to obtain conventional
financing

Mr. TURCHI. I think that is a fair statement; yes, sir.
The CHAIRMAN. Let us get back once again. We are having a little

bit of difficulty with all of this split infinitive we are throwing at you.
Have you any project in Philadelphia where title I slum clearance

has done the clearing of the slums where a 220 project has been ap-
proved ?

Mr. RAFSKY. If I may, Mr. Congressman, I wonder if I might in-
terpose at this point.

The CHAIRMAN. Yes.
Mr. RAFSKY. The answer to your question is no. There are two

projects pending, one Mr. Madway's project, and another in another
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section here which we call Southwest Temple, and neither have been
finally approved at this stage.

I wonder even at the risk of repetition to clarify the two aspects of
section 220 that we are discussing this afternoon, Mr. Madway talked
about in construction in land which had been prepared by the Rede-
velopment Authority.

The CHAIRMAN. In this instance by local authority.
Mr. RAFSKY. Well, in this case by a local authority, that is true.
The other one is with the aid of Federal funds, whereas Mr. Turchi

is discussing an area where there is no clearance of any kind, whereby
certifying that it is an urban renewal area, the property owners may
go in and obtain 220 mortgaging for rehabilitation purposes. It does
not involve new construction in that sense. And, as far as I know,
there has been no approval of any such project anywhere in the
country.

The CHAIRMAN. Does that necessarily, Mr. Rafsky, envision big
apartment houses?

Mr. RAFSKY. No, it can be in a single-family unit or multifamily
unit.

As I was saying, there is no project of that kind approved anywhere
in the country, and we are trying very hard with the aid of our re-
gional office here to work out at least one such project to see whether
it will work.

The CHAIRMAN. In other words, there is no set of plans, so to speak,
of how that project should be worked out that has yet been cleared
by the Housing and Home Finance Agency ?

Mr. RAFSKY. That is correct. We feel if rehabilitation is to suc-
ceed there must be some physical aid because the private banking in-
stitutions are not prepared to lend for this purpose, and, as we under-
stand rehabilitation, the Federal mortgage insurance is designed to
help private banking do the job.

The CHAIRMAN. Do you feel also there should be some other aid,
other 220 than the multistory apartment houses which is envisioned
in Mr. Madway's project?

Mr. RAFSKY. Definitely.
The CHAIRMAN. That clarifies it.
Mr. WmINAIL. I would like to ask whether by conventional financ-

ing you haven't had a number of instances in this city where builders
have gone in and rehabilitated houses?

Mr. RAFSKY. Yes, we have, but they have been quite small and
they have been in selected areas where we think the basic problems
of a neighborhood are not being answered. For those of you who
know Philadelphia, on the west side of Broad Street, the outside of
city hall, we have an area of great improvement by conventional fi-
nancing, both by repair loans and mortgaging. We have had isolated
places in other parts of the city, but if you take an area which may
not be fully blighted as indicated by the color on that map, but in
which blight is beginning to appear, the banking institutions begin
raising questions as isn't this neighborhood declining, and should we
risk our money in this neighborhood, or what about the type of tenant,
aren't they unreliable, and it is that we haven't been able to break
through, and it is in those areas where we would like to try 220.

But as Mr. Turchi is trying to explain, we don't know what area
to pick because we do not know what the FHA is willing to insure.



INVESTIGATION OF HOUSING, 1955 d60

As he indicated in this statement, if we pick out any area we are
going at it in a backhanded way because after we have picked it
out we will undoubtedly be rejected.

Mr. WIDNALL. You are undoubtedly aware of the projects taking
place in Washington. It seems to me in some areas they have made
considerable progress.

Mr. RAFSKY. Yes, we don't think of 220 as a substitute to private
banking. We think of it as a supplement. We hope to do conven-
tional fiancing for rehabilitation wherever possible, but where that
has not materialized we think that if the program is to succeed section
220 should be made to use for rehabilitation purposes.

Mr. WIDNALL. Do you think if you raised the amount and extended
the maturity for title I repair purposes you might accomplish some of
those purposes?

Mr. RArsKY. We might be able to do a little more, but I don't
think it will do the job because I think many owners are looking for
at least the terms of conventional mortgages, between 11 and 12 years,
and a decent rate of interest, somewhere between 41/2 and 5 percent.
I don't think title I, even if moved up from 31/ to 5 years, would be
sufficient at the interest rate that normally carries.

The CHAIRMAN. Thank you very much, Mr. Rafsky.
Thank you very much, Mr. Turchi.
The next witness is Mr. Maurice Massey, and we are going to talk

about cooperative housing, section 213, and other types of multifamily
housing.

Identify yourself for the record, and you may proceed, Mr. Massey.
Mr. MASSEY. Thank you, sir.

STATEMENT OF MAURICE R. MASSEY, JR.

Mr. MASSEY. My name is Maurice R. Massey, Jr., of Philadelphia.
I am in the mortgage banking business, and have had some direct
experience with the various multifamily mortgage insurance provi-
sions of the National Housing Act.

I was invited by you, sir, to discuss specifically certain phases of
section 213, which I am only to happy to do. I should like to preface
my brief extemporaneous statement by saying that it must be recog-
nized that in section 213 there exists perhaps the most effective means
of providing moderate-cost housing for middle-income groups; how-
ever, under the present law, and in view of present administrative
requirements, I believe that you will find little business being done
under section 213.

I think it must be realized that there is no such thing as a coopera-
tive form solely for the purpose of providing housing for its members.

The CHAIRMAN. You mean formed solely at their initiation?

Mr. MASSEY. Yes. A cooperative housing project needs some kind
of sponsorship. It needs some form of guidance.

I was instrumental here in Philadelphia in heading up a group of
sponsors that successfully built the first elevator-type section 213
project in this city, as you know, sir, at 21st and Walnut. The project
is successfully completed, fully occupied, there is a long waiting list,
and I believe all of us can point to it with a certain degree of pride.

In addition, I was one of a group of sponsors that have just com-
pleted a 448-unit 15-story elevator building in Detroit. I was asso-
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coated in that project with Mr. Blum and his organization. They are
in the audience, and the first families are moving in the first week in
November. It is a very successful project, and again has a long wait-
ing list. But I don't think people with our particular experience,
whatever it may be, would be interested in doing future projects under
section 213 unless we were provided with certain amendments to the
law, and even perhaps a better administrative understanding of what
we are trying to accomplish.

I believe, and I recommended it to the hearings during the hearings
on the Housing Act of 1954, that there be convertibility between
section 207 and section 213.

The CHAIRMAN. I think that is a good idea, and a lot of us do.
Now, if you will give us your idea of how it ought to be done it

will be helpful.
Mr. MASSEY. All right, sir.
I think the problem, first, is simply this: We will take a financially

capable builder who wants to build a section 213 project, and suppose
he were to apply now under the present provisions of the act, and the
present administrative rules and regulations. He may not secure a
certificate of eligibility from the local FHA office because that has
been administratively curtailed, and they don't issue a certificate of
eligibility any longer. So, therefore, the sponsor must buy land or
get a legal interest in land. He must pay for plans and specifications,
and then offer the proposed apartments to prospective cooperators.
That takes a very skillful sales job, and a long, long period of time.

Mr. GAMBLE. It dries up a lot of money, too, doesn't it ?
Mr. MASSEY. I just was going to say, Mr. Gamble, it ties up a lot

of money.
Mr. BARRETT. Give us the amount of money.
Mr. MASSEY. In 2101 Walnut Street, we had initially about $25,000

in initial architectural work, and the cost of selling the units was
$90,000.

Mr. BARRETT. Twenty-five thousand dollars is spent before you get
any recognition?

Mr. MASSEY. That is correct.
Now, a lot of water goes over the dam while people are looking at

those apartments, and the minute an apartment is sold to a member
he takes a proprietary interest in the proceedings and pretty soon he
is around to tell you how to build the building and pretty soon he goes
to the FHA and tells them how to build the building, and pretty soon
the FHA tells you. The sponsors' resources are financial investment,
everything is at jeopardy.

I believe, on the other hand, if this amendment were enacted by you
gentlemen a sponsor like any of the qualified people in this room, Mr.
Madway, Mr. Weinberg, or Mr. Blum, could secure the commitments
for mortgages on an elevator building at a good location under sec-
tion 207, an 80-percent ratio of loan to value commitment. He could
then perfect his plans and specifications, be satisfied to spend money
with the idea that he would either own the building as the sponsor-
owner of a proposed rental housing project when it is completed, or at
the end he could sell the uits to qualified subscribers.

The CHAIRMAN. Wouldn't that make it a 608 job completely if he
owned it? I don't mean as to all of the implications of 608, but if you
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gave the builder an opportunity to own it would he not be back on
that type of construction?

Mr. MASSEY. Well, it would be similar except that he would have a
20-percent equity investment in the project which is the main
difference.

The CHAIRMAN. That is correct. All right.
Mr. MASSEY. Now, let us assume that he wanted to convert to a

section 213.
Mr. GAMBLE. You are predicating this on a commitment from FHA

that he will insure ?
Mr. MASSEY. Yes, sir.
Mr. GAMBLE. That is what I thought.
Mr. MAssEY. Now, under the amendment that I propose when the

building is satisfactorily completed, according to FHA's inspection
standards and requirements, he then could, if he so elected, offer the
property for sale to prospective cooperators under section 213, to
recapture his initial investment, his builder's fee, his architects' fee,
and all of the moneys that he has laid out for promotional and sales
expense. I believe that it would attract more financially capable
builders to the 213 program, and I believe that very good housing
would result, not only for middle-income groups but even in renewal
areas and for minority groups.

But the way 213 is now, no sponsor, with any major intelligence, is
going to sponsor a section 213 project, invest all of that money, with
the possible threat of membership interference or FHA interference
during the course of construction.

The CHAIRMAN. Well, in actuality, if you had that amendment, and
I am greatly interested in it, wouldn't the result be that the builder,
in order to avoid the interference of the prospective owners, and all,
wouldn't it always turn into a builder-owned project; builder
domination ?

Mr. MASSEY. I believe that it could be worked out with some kind
of trustee arrangement, whereby when the cooperators, themselves,
the individuals certified that the building had been completed in ac-
cordance with the plans and specifications, and in accordance with
their understanding of what they had purchased, and I think you
would get around the so-called builder-dominated type of project.

The CHAIRMAN. Do you have any suggestions as to language which
would do the job you are talking about ?

Mr. MASSEY. At the moment, Mr. Chairman, I haven't, but I be-
lieve, it is my philosophy, that financially capable builders can be
relied upon to do a good job, particularly if there is a fairly decent
profit motive.

The CHAIRMAN. I think that, too. Of course, we never know. The
truth is that 207 is practically inactive and has been all of the time.
Isn't that correct?

Mr. MASSEY. That is largely true. There is very little business
being done now under section 207.

The CHAIRMAN. And 213 hampered by two different sides to the
project, the owner prospective tenant side or owner side, and

builder's and as a result it makes it a different project to work out.
Mr. MASSEY. That is true.
The CHAIRMAN. And financiers don't like to put their money into

that type of investment; isn't that true?



388 INVESTIGATION OF HOUSING, 1955

Mr. MASSEY. Quite true.
The CHAIRMAN. Well, you in the mortgage banking business could

do this committee a great favor by furnishing us with any suggestion
you have that might help to clarify that situation, because that is a
type of housing that we need very greatly.

Mr. MAssEY. I should be happy to, sir.
The CHAIRMAN. What about the identity of interest? That seems

to be a deterrent on the part of sponsors. Do you think there ought
to be any relaxation in FHA's rules as to the identity of interest?

Mr. MAssEY. I don't know that there is anything particularly in
the FHA regulations that require changes. There are a number of
minor processing features that I think could be straightened out. I
don't perhaps quite understand what is meant by identity of interest.
Do you mean where the builder and the landlord owner may be one
and the same?

The CHAIRMAN. Yes.
Mr. MASSEY. Or the architect and builder may be one and the same?
The CHAIRMAN. Yes.
Mr. MASSEY. I see slightly no objection to the landowner and the

builder being one and the same parties as long as he is well and favor-
ably known to the FHA office.

The CHAIRMAN. Do you see any reason for him to object to dis-
closing his interest, his double-barreled interest, so to speak?

Mr. MASSEY. No, sir; I don't. I think you will find this, Mr.
Chairman, and I know it has been your experience: The qualified
builder doesn't object to requirements that are placed in any project
by the FHA for the protection of everybody. There was a great hue
and cry when FHA inaugurated the cost-certification procedure in
rental housing projects, or in 213 projects. The financially capable
builder doesn't object to that type of thing. He has to show his
costs to the Government anyway, so he doesn't object to showing
them to the FHA.

The CHAIRMAN. Well, some of the things that have come to our
attention in the study of it are these.

First, on the part of builders there is the fear that some bureau-
cratic mogul will make arbitrary and unfair determinations as to
allowable costs from which the builder has no appeal; second, that he
is reluctant to enter into such a contract where several hundred coop-
erators may be in a position of second guessing.

You have already argued that, and fear that the cost to the con-
sumer would be higher than under the lump-sum contract, since the
incentives to make savings in costs would be eliminated. Do you
think that a builder about to enter into a 213 cooperative stands back
because of those dangers?

Mr. MASSEY. No, I think any builder who sponsors a 213 project
for later sale to members where he was the builder himself of the
subject building improvements would protect himself by getting out-
side bids so that he could never be accused of having charged more
for this building than the competitive builders would have.

The CHAIRMAN. What about the cutoff date on the cost certifica-
tion ? Do you think there ought to be a cutoff date on the cost certi-
fication for a builder?

Mr. MASSEY. I think there should be.
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The CHAIRMAN. There is a cutoff date on renegotiation of Govern-

ment contracts.
What about the availability of mortgage money in the Philadelphia

area for 213's with a good builder-sponsor? Is it available?
Mr. MAssEY. Yes, sir; it is.
The CHAIRMAN. And at a fair and reasonable rate of interest?
Mr. MASSEY. Yes; indeed, I believe that mortgage money is avail-

able under reasonable terms. For example, a section 213 mortgage
at a good location with a financially capable builder, should command
almost par for its sale.

The CHAIRMAA. Which leads me to ask you a rather awkward ques-
tion. Do you think the Federal National Mortgage Association in its
following the bond market along is doing anything to support mort-
gage money for cooperatives?

Mr. MAssEY. I think it is doing very little in that respect, Mr.
Chairman.

The CHAIRMAN. Do you think it would be advisable for it to move
up its position ?

Mr. MiASEY. I certainly do.
The CIlIRM1 Ax. And that is a question away from your specific

subject, but you seem to be well informed on mortgage money mat-
ters-is the new credit cushion as to higher downpayments and shorter
terms, is that having any effect on the availability of mortgage credit
in Philadelphia?

Mr. M xssiY. I don't know whether I can answer that except to say
that before those cushions were invoked there was a general tightness
of mortgage money imminent. It was happening upon us almost be-
fore we knew it.

The CHAiMAX. Was that because of the action or the suggested
action, I should say, of the Federal Reserve that it took against the
Home Loan Bank Board and discount rates, and so forth?

Mr. MASSEY. It had some effect, but that wasn't a major effect, in
my opinion. I think that the volume of new building and the de-
mands for money from other sources of investment generally tight-
ened up the market because the bond market improved to a point where
mortgages became less attractive.

Now, the recent imposed credit cushions did nothing more than
further aggravate the present situation. I believe that there would
have been just as much money available if the credit cushions had not
been invoked, no more, no less. I think it had very little effect on the
mortgage market.

The CUAIMArN. I have taken too much of the committee's time.
Any questions, Bill ?
Mr. BARRETT. I just want to ask one academic question, Mr. Massey.
Suppose the tenant stockholder has a location in one of the co-ops

and can make a profit of $2,000 on his original investment by selling
the location to John Doe. What effect would his profit have on the
consumers and builders?

Mr. MAssEY. I think that that type of situation should be pro-
hibited. I believe that once the purchaser has subscribed to a par-
ticular unit that he should conduct himself in the same manner as the
rest of the members, and there should be regulations provided that
ione can sell unless the overall membership were benefited, because
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otherwise I believe you would have wholesale speculation throughout
the building to the detriment of the membership as a whole.

Mr. BARRETT. Let us say the Doe family agrees to take over the
location and carry the same notes as the previous owner. Would the
sponsor or builder accept him ?

Mr. MASSEY. As you know, it works a little differently. The sponsor
or builder sets up a scale of payments subject to the FHA mortgage,
and a scale of carrying charge estimated to carry the project, and he
charges so much for apartment 101 and so much for apartment 201,
based upon the overall costs of the building, representing the difference
between the mortgage loan and total costs, so the purchaser knows
upon looking at the whole schedule of prices what he has paid and
what Mr. Jones up at 301 has paid, or at 401. So that type of situation
perhaps would not happen.

Mr. BARRETT. You haven't had any gripes on that at all?
Mr. MASSEY. No, but the FHA regulations and bylaws usually

preclude-I am not sure that I am wholly correct about this-but
the cases that I have had experience with, the cooperators were pre-
cluded from reselling their units to someone outside without first
offering them to the board of directors. Now, that prevents specu-
lation, which I think is a good thing.

There is one point, though, that FHA has ruled out which is a
hardship. Let us suppose that you buy an apartment and firmly
intend all of the way through to live in that building for the rest of
your life, but as in your case you find you have to be in Washington
the next 6 months looking after the affairs of Philadelphia in Con-
gress. Now, the FHA rules that if you don't occupy that apartment
you cannot have your membership and you must resell your stock to
the co-op.

Mr. BARRETT. I understand that. I was wondering if you have
any isolated cases where there have been gripes along that line?

Mr. MASSEY. Well, we have had a number of complaints along
that line, yes, that it isn't fair if a qualified member, for reasons be-
yond his control, may not take occupancy, he at least should be able
to come before the board and state his case and be given an oppor-
tunity to sublet it for a specified period.

Mr. BARRETT. Now, I just want to ask you one other question:
Have you had any difficulty with the FHA inspectors on your prop-
erty at 21st Street ?

Mr. MASSEY. No, sir.
Mr. BARRETT. Did it entail a greater cost than you contemplated?
Mr. MASSEY. The project entailed greater cost than we originally

anticipated, but I have had nothing but cooperation from all of the
FHA officials.

Mr. GAMBaE. This thing you have been discussing could be taken
care of adequately in a contract that the builder has the prospective
purchaser sign, could it not?

Mr. MASSEY. Yes, sir; it could be.
Mr. GAMBLE. Then there is another angle that came up, and that

is where you can have a chance to sell at a profit you would be al-
lowed to sell if the profit goes to the structure as a whole, which
could be used in keeping down expenses or carrying charges, or reduc-
tion of the mortgage ?

Mr. MAssEY. Yes, sir; that is the way it should be provided for.
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Mr. GAMBLE. Nobody is harmed, nobody is hurt?
Mr. MASSEY. That is correct.
Mr. GAMBLE. And the building, as a whole, is helped?
Mr. MASSEY. Yes.
I want to make one comment. To actually prove that 213 can

provide housing accommodations for less monthly cost than any
other type of FHA mortgage insurance, the project under 213 at
2101, I believe the present monthly charge is about $26 per room per
month. Competitive units or competitive housing under 207 or 608
or conventional loan plans with the same type of apartments, the
same age, the same facilities, comparable locations, command as
high as $38 to $45 per room per month.

Mr. BARRETT. Do you consider a kitchen a room?
Mr. MASSEY. Yes, sir.
Mr. GAMBLE. How is the mortgage market generally here?
Mr. MASSEY. There is plenty of money available for conventional

loans at 43/ and 5 percent interest. There is plenty of money available
for VA loans with 10 percent down and for FHA loans, but the
market is rather tight, and restrictive, for VA loans involving the
minimum 2 percent down payments.

Mr. GAMBLE. Is there much opposition to the increased rate that
has come about recently or are people willing to pay the increased
rate so they can get on with the job?

Mr. MASSr.y. I have experienced very little opposition to the gen-
erally increased rate structure.

The CHAIRMAN. Mr. Ashley?
Mr. ASHLEY. Mr. Massey, on the basis of your experience, why do

you think that 207 is inoperative at the present time ?
Mr. MASSEY. Largely because of the-let me say it this way: I think

section 207 is largely ineffective at the present time because of the new
requirements as to the charter of the owning corporation under section
207 and, of course, the 20 percent equity requirements.

The CHiAIRMAN. The amount of builder participation.
Mr. MASSEY. Yes, sir.
Mr. AsHLEY. What requirements are you speaking of there ?
Mr. MAssEY. The charter requirements?
Mr. ASHLEY. Yes.
Mr. MASSEY. The FHA, as I understand it-I am not a lawyer, but

I hear this discussed by builders who might otherwise be interested in
section 207-the charter now provides for the Commissioner, under
his share of preferred stock, to exercise control whenever he pleases,
and if the Commissioner ever happened to be a gentleman who wanted
to make trouble for a builder he certainly could under the present
arrangement; whereas, under section 608, and the old 207, he exercised
his stock privileges only in the event of default, which I think is the
way it should be.

Mr. ASHLEY. That is very helpful.
Now, going back to your hypothesis of a few moments ago, you said

you thought that there was a good possibility of a workable converti-
bility between 207 and 213. Now, what you are saying in effect, then,
is despite the fact that builders are not attracted to 207 at the present
time, if certain changes in 213 were made they would be attracted,
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despite the present rules and regulations which presently prohibit them
from any interest in this project; is that correct?

Mr. MASSEY. Yes, sir.
If you want me to amplify the reason he would be interested in the

convertibility rather than 207, as it is now?
Mr. ASHLEY. Yes, yes, please.
Mr. MASSEY. Let us assume that he forms a mortgagor corporation,

and he for the moment is going to own all of the stock. It is a 100-
percent section 207 project, where he owns all of the stock. Now, the
financial structure of the whole project is arranged so that his total
costs include builder's fee, architect's fee, land cost, carrying charges,
and everything up until you get to 100 percent of cost, and he would be
willing to make a 20 percent equity investment there and have his
stock represented by that 20 percent equity, and if he sold it then to
the cooperators at a figure fixed by FILH representing the same 20
percent, he could put his working efforts, his architect's fee, his build-
er's fee, on a capital-gain basis rather than as an income proposition.

Mr. ASHLEY. That is very helpful, indeed.
It has been suggested, Mr. Massey, that I read a very short excerpt

from a memorandum prepared by the staff, which may clarify the
identity of interest that you were discussing before. [Reading:]

Definition of identity of interest as any situation where the builder has an
interest in the cooperative or has supphed financial aid so as to occupy what the
courts would term a "fiduciary relationship," under the FHA rules where such an
identity of interest is deemed to exist FHA requires that the contract be on a
cost-plus basis as against the lump-sum contract permitted where the builder
and cooperative are completely at arm's length, and where no identity of interest
exists.

Mr. MAssEY. That clears up that for me, and I see no objection to
that regulation.

The CHAIRM xA . There are no further questions.
You made a good witness, Mr. Massey.
Mr MASSEY. I appreciate the opportunity of appearing before this

committee.
The CHnAMAN. I do want to ask you one further question.
MIr. AL.\hEY. Yes, sir.
The CHAIRMAN. I understand that you considered a 220 project.

What do you think of 220 and why didn't you proceed under that?
Mr MASSEY. I am very much interested in section 220. We had

studied it, and we were merely the unsuccessful bidders for a Phila-
delphia project, that was all. It was no fault of our own. It just
went to the successful bidder.

The CHAIRAN.x. Do you think it will work for a reasonable rental?
Mr. MASSEY. Yes, I do. When Mr. Turchi was before you the idea

occurred to me, a suggestion I made to Mr. Rafsky some time ago,
which I think is worthy of consideration. I believe that the local
FHA or, rather, the local offices of the Housing and Home Finance
Agency, and the housing authority, might work in close collaboration
to certify areas for redevelopment that are not perhaps within the
immediate program ranges of the housing authority, whereby the
mayor and the redevelopment authority could say to a sponsor, we like
location X, but we cannot use it for the next 5 years. However, it is
part of our overall program. Why don't you go buy it and we will
declare it eligible for the provisions of 220.
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That would accelerate the renewal and the redevelopment of certain
downtown areas without the use of any Federal funds whatsoever,
except on a mortgage insurance basis under 220.

The CHAIRMAN. Thank you very much.
Mr. MASSEY. Yes, sir; thank you.
The CHAIRMAN. I am glad you appeared before our committee.
The next witness is Mr. Herford Crossman, of the American Friends

Service Committee.
We had his project mentioned before, and now we have Mr. Cross-

man here to testify.
Do you have a written statement, Mr. Crossman ?
Mr. CRossMAN. Yes, sir.
The CHAIMANi. What about the back part of your statement ?
Mr. CROSSMAN. I will not read that now.
The CHAIRMAN. Would you like that included in the record ?
Mr. CROSSMAN. Yes.
The CHAIR IN. We will be glad to have your statement.
Mr. CROSSMAN. Yes, sir.

STATEMENT OF HERFORD CROSSMAN, REPRESENTING AMERICAN
FRIENDS SERVICE COMMITTEE

Mr. CROSSMAN. The testimony I shall give will be confined to the
experience of the American Friends Service Committee and the
Friends Neighborhood Guild, partners in sponsoring the first project
in Philadelphia under the Pennsylvania redevelopment law of 1945.

I am officially representing both organizations here today. The
city planning commission planned what is now known as the East
Poplar area, and the city council certified it for redevelopment. The
redevelopment authority bought by eminent domain the city block
bounded by Eighth, Brown, Franklin Streets, and Fairmount Avenue,
and resold it at a writedown figure to Friends Service, Inc., a corpora-
tion set up by the American Friends Service Committee, which acted
as redeveloper under the law. With the help of a well-known archi-
tect, we planned the rehabilitation of presently existing buildmgs
solidly built of brick about 100 years ago. For a more adequate de-
scription of the project, and the philosophy of our approach to help-
ing low-income people to help themselves to obtain adequate housing,
I am presenting here for the record a four-page mimeographed state-
ment which I will not read at this time.

(The statement referred to is as follows:)

FRIENDS SELF-HELP HOUSING PROGRAM IN PHILADELPHIA

A QUAIER PROJECT IN REHABILITATION

What is self-help housing?
Self-help housing, as used here, is not "do-it-yourself" alone, but a swap-labor

technique whereby a group of people collaborate in a project, each learning a
particular trade or skill so that proficiency replaces the muddling through proc-
ess. It is done under the supervision of a technically trained project manager
who knows all the skills and is a good teacher The technical problems of
financing, legal work, and house design are beyond the experience or ability
of the average individual who would be interested in giving his own time and
labor to help create better housing for himself and his family. Skilled leader-
ship is therefore necessary.

68692--55-pt. 1- 26
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What was the first experience in self-help housing?
It was in 1937 that the American Friends Service Committee carried out its

first project of this kind, a project called Penn-Craft. It took place in Fayette
County, Pa., 50 miles south of Pittsburgh, in a poor coal-mining district. In 10years a group of miners there moved from shacks to solid stone houses complete
with modern baths and kitchens, full basement, and central heat. Within that
time a defeated group of people became a self-respecting community of home-
steaders. That is the story of the first venture in self-help housing. Since
Penn-Craft's beginning, the service committee has acted in a consultative capacity
for others who have used this self-help technique, a group in Lorain, Ohio, an-
other in Indianapolis, Ind., to mention two. The work of the American Friends
Service Committee in this field is administered by an affiliate of the service
committee, namely, Friends Service, Inc.
Who sponsored the Philadelphia project?

Simultaneously, while this body of experience was being built up in variouscommunities, the Friends Neighborhood Guild, a settlement house under thecare of the Religious Society of Friends in and around Philadelphia, becameconcerned over the housing conditions of the people in the area it had been serv-ing since 1879. How could they accomplish their true purpose as a settlementhouse unless they could successfully attack the wretched condition of the houses
in which people were forced to live? In 1947 these two Friends groups, theFriends Neighborhood Guild and Friends Service, Inc., began to explore to-gether the possibility of applying the self-help technique to the problems ofurban slums which are presented to us so urgently in terms of the ugliness oflarge sections in our big cities, in overcrowding, in disease and crime rates, inloss of property values, and in loss of human values and human resources.By 1948 the guild and the service committee had decided upon joint action, inthe rehabilitation of a solid city block in a slum area.
11What part did public agencies play?

A project of this kind cannot be done without the assistance of public bodies.The first is a public planning body-in Philadelphia called the city planningcommission. It is important that any redevelopment work be a part of a gen-eral overall plan for that portion of the city where it is to be located. Sucha plan is necessary to reverse the trend toward deterioration of the surround-ing area.
The second public body must be one that (1) has the power of eminent domainand (2) has the funds available to purchase the property and then deliver it

to the redeveloper at a fair value. In Philadelpia this was the redevelopmentauthority.
When the plan for this project was presented to the city planning commis-sion and the redevelopment authority, it was received with real enthusiasm.Contracts were executed between Frends Service, Inc. and the RedevelopmentAuthority of the City of Philadelphia. An entire city block was purchased bythe redevelopment authority using the right of eminent domain under the Penn-sylvania redevelopment law of 1945. The property was then deeded on June 4,1952, half to the Eighth & Brown Mutual Housing Corp., the cooperative actingas the nominee of Friends Service, Inc., the other half to Friends Service Inc.,to be handled as a second project.
The redevelopment authority delivered the entire property at a price of$78,400, which was almost $150,000 less than the cost of original acquisition.Some $95,000 of this was for commeelcial properties which had no value forfuture residence The city will recover this investment over the years throughincreased real-estate taxes.

How was it financed?
The first project was financed by two Philadelphia banks The Fidelity-Philadelphia Trust Co. granted a construction loan to bring the project to com-pletion which was then paid off by a long-range mortgage loan made by thePhiladelphia Saving Fund Society. Both loans ttere insured by the FederalHousing Administration under the cooperative section 213, which allowed amortgage of 90 percent of cost with a 40-year term at 4 percent interest Theother 10 percent of the cost was the downpayment furnished in this project,not in cash, but by the self-help labor program of the cooperators, or futureowner-occupants A maximum mortgage of $8,100 per unit was set by law.The first project covered one-half of the initial block with 52 apartments. Hence
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the final mortgage was for $421,200. Actual costs were above the legal maxi-
mum plus the downpayment by about 9 percent.

In addition to the costs financed by the banks and assumed by the cooperative,
the American Friends Service Committee bore the above 9 percent overrun, and
paid as well for certain pioneering expenses in developing the concept of this
this new approach to the treatment of urban slums.

Where is the project located?
The block involved in this project is 1 mile northeast of city hall. It is

bounded by North Eighth, Brown, and Franklin Streets, and Fairmount Avenue,
in the area known as East Poplar.

The block was not yet a slum in the worst sense, but was fast on its way to
becoming one. To the casual observer the houses might not appear to be those
of a slum or even substandard. But inside the conditions were appalling.

Seven and more families were living in a single house, the walls were ugly
from fallen plaster, old paint was peeling, and carved mahogany banisters and
doors were scarred by neglect and misuse. Whole families occupied a single
room, sharing a common toilet with as many as 5 or 10 other families. Most
rooms had cold running water and perhaps a two-burner gas plate for cooking
and a pot-bellied stove for heat. There was nothing there to provide the physi-
cal facilities considered basic for stable family life.

The backyards were littered with debris, board fences, and ash piles, and
there were no facilities for play. There were about 90 children on this 1 block,
and the nearest playground was a mile and a half away.

Why was this location chosen?
(1) The block met the criteria for redevelopment established by the city

planning commission:
(a) The structures were bad enough to warrant rehabilitation.
(b) The structures were good enough to be rehabilitated instead of being

demolished.
(o) The block was located in an area in which redevelopment could con-

tinue into the surrounding blocks. The neighborhood will have parks, a
public playground, some public and semipublic housing.

(d) The block of houses and the central court offered possibilities to
the architect which would make the finished product distinctive.

(2) There is the potentiality for a sound social structure in the block. Im-
portant to the success of the project is a continuing social agency to work with
the people. The task of teaching the art of living, the business of being a home-
owner to people who have been forced for years to live in a near-slum pattern
of life is a task equal in importance and in difficulty to the job of helping them
rebuild their homes This is the job the Friends Neighborhood Guild is endeav-
oring to do. This block was chosen because it is in the area serviced by the
guild as a settlement house.

(3) It is sound business to rehabilitate this block Depressed central city
areas such as this are not now providing their share of purchasing power for
downtown retail merchants, banks, utilities, and other business concerns. Peo-
ple who resent the squalid, ill-kept houses in which they live will not take pride
and expend effort and money to improve them. They are unwilling to improve
the capital investment of a landlord who has no regard for his own property
nor for the people who live in it. In addition, it is sound business from the
point of view of the city itself and its taxpayers. Quoting from Time maga-
zine of February 7, 1955, "Now mayors and city councils are learning that slums
are not only festering eysores and schools for crimes, but heavy burdens on
city budgets. For example, Baltimore's slums produced only 6 percent of the
city's revenues but take 45 percent of all the city's total budget. They account
for 45 percent of Baltimore's major crimes and 55 percent of juvenile delin-
quency."

How is the block being rehabilitated?
The Friends, with the services of Oskar Stonorov, a well-known architect,

replanned the block both inside and out. A contractor, Unkefer Bros. Construc-
tion Co, carried out these plans which fully comply with city codes and FHA
regulations. Union labor was used by the contractor On the other hand, the
future owner-occupants earned their 10 percent downpayment by doing the work
involved in demolition, cleaning, concrete work, and painting. They sanded
and refinished the floors of fine old wide pine boards. They made all their
kitchen cupboards and cabinets in a well-equipped woodworking shop which
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was made available together with the shop's supervisor, by another Quaker
agency known as Bedford Center.

All wooden sheds and other structures which had been added to the original
buildings were cleared away. The board fences and rubbish piles which clut-
tered up the central court gave way to flower beds, lawns, shrubbery, a tot
lot, and other recreational facilities.

The three-story buildings were converted into modern apartments, ranging
from 1 to 4 bedroom units, each with its own bath and modern kitchen. The
apartments are heated from a central source. The room sizes and standards
are generally superior to the standards of the American Health Association and
the Philadelphia Housing Authority. It is interesting to note that the monthly
payments for the new apartments, including heat, gas for cooking, and refrigera-
tion are approximately the same as the families used to pay for their inadequate
quarters and utilities.

Who owns the project?
Title to the property is held by a cooperative corporation, the Eighth & Brown

Mutual Housing Corp The occupants who have contributed their labor, or
money in a few cases, receive stock in the corporation. The project is operated
and managed by the corporation except that the bylaws require that one-third
of the board of directors be appointed by the sponsors of the project, and in
addition, by request of the bank, Friends Service, Inc, has entered into a super-
visory management agreement which will continue during the life of the mort-
gage or until the bank is satisfied as to the ability of the corporation to run
its affairs without outside assistance.

What have we teamed'
How will it be applied to the second project'

It is fortunate that the initial block was cut into two halves. Experience is
the best teacher and many things have been learned Rehabilitation for low-
middle income families does not mix well with national economic inflation. But
inflation hit the first project between the period of making our estimates of cost
and the period when the money was spent. We propose in the process of com-
pleting the block to find out whether the gap referred to at the beginning can be
closed even at today's price levels A combination of various methods will be
used, such as more self-help, different methods of financing, some frills elimi-
nated, closer supervision of labor, and less overhead expense.

While we hope this project will be an inspiration to others-in fact, it already
has been-it is important that we and others should learn not only from our
successes but from our mistakes as well. These we do not wish to hide and
hope at completion to make a careful analysis of the entire project.

Mr. CROSSMAN. An application was made to FHA for a commitment
to insure a mortgage. It was originally turned down for a number of
reasons, the basic one being that it was in a slum area, which up to that
time was not acceptable to FHA. The local insuring office was not to
blame, but we went to Washington and convinced the then Commis-
sioner that it should be the function of FHA to help in rehabilitation
of urban blight. This was in 1948.

Since we were making over these old mansions into modern apart-
ments, and since we wanted the future occupants to own them, it
became necessary to set the project up as a cooperative with each
family having the dual relationship of tenant to and stockholder in the
owning corporation. By the time we were ready to start, section 213
was put into the 1949 act and obviously this was made for our purpose.
Since section 213 required a 10 percent downpayment, and since our
aim was to help as many low-income families as possible, we proposed
to use the self-help technique which we had developed in a community
50 miles south of Pittsburgh, whereby the future occupant-owners
would earn the downpayment with labor in lieu of cash. This present-
ed problems which certainly could not be blamed on FHA. Both the
local office and Washington cooperated magnificantly but due to our
peculiar requirements, and the fact that ours was the first 213 applica-
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tion in the country, it took a long time; however, we finally obtained a
commitment.

The project was finished and final closing with FHA and the banks
was on July 23, 1954-

Mr. BARRETT. Let me ask you a question. What caused it to take
such a long time ?

Mr. CROSSMAN. The pioneering.
Mr. BARRETT. Not the proceesing of the applications?
Mr. CROSSMAN. No; mostly fitting this self-help concept into the

law, and so on. I don't want to blame FHA.
The CHAIRMAN. Yours was a peculiar situation in that respect ?
Mr. CROssMAN. Yes. And, furthermore, we were combining several

things, it was 213 the first time, that took delay which was nobody's
fault. We had to actually write-our lawyer was asked to write the
certification of incorporation because there was no such thing at that
time set up. Rehabilitation was new for FHA, low income, the whole
concept of slum-clearance idea, the self-help, the whole thing was
pioneering, per se; the project was finished and final closing with FHA,
and the banks on July 23, 1954, with a mortgage of $8,100 per apart-
ment average, which was the legal maximum. The project cost more
than that due primarily to the Korean-war inflation, but the American
Friends Service Committee made up the difference.

I say "primarily due to inflation." Another factor causing in-
creased cost should be recognized. The FHA specifications for the
job were held at a level of perfection that many times reminded us of a
Williamsburg, Va., restoration instead of a down-to-earth attempt to
solve the practical problem of making decent living for low-income
people who cannot afford what would obviously be wise if money were
no object. At many points we agreed with FHA, especially on certain
structural problems where obviously the job had to be done so that the
40-year mortgage would be adequately protected.

However, I shall give you two examples of what I mean. When
we found plaster that showed any sign of having come loose from
the lathing, we would be the first to want to tear it out and replaster.
But I got quite a shock on the day of our open house when the first
two families moved in. The public almost unanimously oohed and
ahed at the transformation from the "before" to the "after," and we
showed them both. After almost everyone had gone home I saw two
FHA men still wandering around. I went up to them and said
"Well, what do you think of it?" One of the men, who, incidentally,
is no longer with FHA, pointed to a wall and said "Rough. That is
the way it was before you started. It should have had a skim coat
to make it look smooth." I said "There you go again. You want us
to spend money on looks, when I have been proudly telling people
that we have done our best to keep costs down on unnecessary frills."

Again, I want to point out that I am not blaming FH.A people.
I am blaming FHA's, perhaps, concepts, perhaps their whole, at that
point, lack of acquaintance with the problem of rehabilitation versus
new building.

Mr. GAMBLE. Too much of the esthetic?
Mr. CROSSMAN. Perhaps.
Now, the other example. We were told that all exterior walls must

be furred. Well, that is fine in new construction, especially when
walls are built the way they are today. But here is a hundred-year-
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old solid brick wall on the south side of the building without furring.
The north side was furred 100 years ago. Those builders figured
south walls didn't need furring, where north walls did.

The CHAIRMAN. I realize that I am about to show my ignorance
here, but you use a term I am not familiar with.

Mr. CROssMAN. Furred?
The CHAIRMAN. Yes.
Mr. CROSSMAN. When you put up the wall you put inside of it what

we call furring, with an air space between.
The CHAIRMAN. I am familiar with that. We have a different

name for it.
Mr. CROSSMAN. Well, wealthy families had built these buildings

and lived in them until the city grew industrially and pushed them
into the suburbs. So in our concept of keeping costs down within
range of low-income families we didn't want to furr those south
walls. But FHA said they had to be furred because that is standard
practice in 1955. I don't blame the FHA inspector. I don't blame
anybody.

Mr. BARRETT. How long was this after you made the application?
Mr. CROSSMAN. This was in the process, while we were working

it out.
That is another point that ought to be mentioned. It is virtually

impossible to put all of the detailed specifications into a written state-
ment of what we are going to end up with when we haven't even
started to tear out walls, tear out partitions to see what we are going
to run into, and after we run into them we have to make certain
decisions that couldn't be foreseen in the specification, and the FHA
inspector, therefore, has quite a job on his hands in comparison with
new building, and that should also be recognized. I don't blame the
FHA inspector. I don't blame anybody. I am merely pointing out
to you gentlemen who are inquiring into the whole question of urban
renewal that some thinking needs to be done on the subject of physical
standards for rehabilitation. If we don't succeed in keeping costs
down we will merely move the slums over by being forced to bring
into our project people of a higher-income level who can pay the bill.
And our whole premise, I might say, as the American Friends Service
Committee, and the Friends Neighborhood Guild, is to help low-
income people, or else we are not interested.

I want you to understand we are not professional builders. We
are trying to get to the bottom of the predicament of a third of the
people of the United States. We are trying to get to grips with it.

The CHAIRMAN. You are interested in helping people who need
help?

Mr. CROSSMAN. Yes; and we want them to help themselves as well
as for us as sponsors, or the Government, or anybody else, to help
them.

Now, I should like to describe another problem in getting a com-
mitment under section 213. Before a statement of eligibility could
be converted into a commitment, 90 percent, under the 1954 law 100
percent, of the apartments had to be sold. People had to sign a sub-
scription agreement obligating themselves to the 10-percent down
payment whether in labor or cash.

Now, gentlemen, I ask you to please imagine yourselves for a minute
as real-estate salesmen. A prospect comes in to answer an ad in the
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paper. "Please may I show you our wonderful apartments? I know
you have been out back and seen it as it is now, and you have some
justification for calling it a slum, but let me show you what it is going
to look like when we get through. See this pretty drawing the archi-
tect has made? And let me show you these blueprints of the floor
plan of your apartment." "Sorry, they look like white lines on blue
paper to me. When can I move in?" "Why, as soon as we get 90 fami-
lies signed up, convert the statement of eligibility into a firm commit-
ment, get the commitment with the mortgagee formalized, the agree-
ment for the construction loan signed, and then get the actual job
done." "I'll believe it when I see it," says the prospect, "and, besides
I have got to have a house now, not in some indefinite future."

Our project manager and his assistant deserve medals for being
able to sign up fifty-and-some-odd families-there will be 100 apart-
ments in total-in spite of the difficulties. So we asked FHA to split
the project into two halves, giving us a commitment for the first half,
leaving the rest until later. This would satisfy the 90-percent rule. At
first they didn't feel this to be wise lest we get tired of the job and fail
to proceed with the second half, thus leaving their first commitment
in jeopardy. Finally, on our promise not to quit until the whole block
was finished, they agreed. But then you start the process all over
again. Surveyors had to divide the block, a new application proc-
essed, et cetera. Six more months' delay. Will the 52 families orgin-
ally signed up still be waiting or will they have demanded release
from their commitment? Why there weren't more who did with-
draw than there were, I will never know.

And here I am venturing on the same subject you were discussing
a little while ago, and I am not sure I have as sensible an answer as
you heard, but I had wondered, not being a lawmaker, why the spon-.
sors could not be held responsible for the downpayment, and then
allow a reasonable time for the apartments to be sold, failure to sell
them within the time limit to place the sponsor in the same position
he would have been in had he started out as a rental project under sec-
tion 207 or 220, for instance. I have no idea whether this is the right
answer, I am not a lawmaker, but there must be a right answer.

When our first half was finished, we immediately put in application
for a commitment for the other half. We received a statement of
eligibility, this time with the new provision that 100 percent had to
be sold before we could receive the commitment. While we were in
the process of doing this, the 1954 law went into effect, which changed
the basis for calculating the size of the mortgage from one of replace-
ment cost to the concept of evaluation.

The CHAIRMAN. That is the 1955 act?
Mr. CRossMAN. The 1954 act changed it from replacement cost to

valuation, and the 1955 act changed it back.
We were completely stopped in our tracks. The size of the com-

mitment was reduced from $8,100 per apartment to $3,350. I don't
need to recite the agony we went through for over a year in trying
to find the way by which we could finish the job we had started. On
the last day you were in session you amended the 1955 law getting
both sections 220 and 213 back onto a replacement basis. So now the
FHA office has informed us that we can revive our old statement of
eligibility and proceed with an adequate commitment.
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We are still faced, however, with the dilemma of having to sell 100
percent of the apartments in advance.if we are to use section 213.

To summarize, we believe from our actual experience that there
are two basic needs for revision of the required procedures. One, that
rehabilitation requires a different approach to physical standards than
are applied to new construction. This concerns the whole concept of
urban renewal as a means to the end of creating adequate housing
for low-income people. The other, the advanced sale requirements,
is a technical detail applicable only to section 213 which was to us a
grave obstacle to the success of our program.

The CHAIRMAN. Your summary is very good, the two points you
make there. And as to the first one, I think FHA might need a
different concept as to what it needs to rehabilitate as distinguished
from a new structure.

I want to express our appreciation for your coming here, and say
our thanks to your wonderful organization for the magnificent job it
is doing.

Any questions, gentlemen?
Thank you very much.
The next witness is going to discuss two old subjects. I believe he

was referred to by an earlier witness.
Mr. Mayer Blum. Come around, Mr. Blum. You must have a

big family. That is a common name in Alabama.
Mr. MAYER BLUM. I have a big family right here, three sons.

STATEMENT -OF MAYER I. BLUM

Mr. MAYER BLUM. I think I am in the right church but the wrong
pew, wlen you said I was to discuss 207. I think Mr. Massey did
that very well. However, I jotted down some of the things that
arose during yunr discussion.

From a practical point of view, we have been in business for over
30 years.

The CHAIRMAN. What is your name?
Mr. MAYER BLUM. Mayer I. Blum. We are engineers who special-

ize in apartment-house operation in the city of Philadelphia. I think
we have built more, own more, and manage more multiple units than
any two developers, and we have never defaulted in all that time.

I wanted to speak on several questions you asked prior speakers,
first as to the city mortgage market, is it good in Philadelphia. We
built a 301 project.

The CHAIRMAN. Conventional
Mr. MA snt BLUM. It is a loan you granted originally, and we just

refinanced with Equitable Life, $4,200,000.
The CHAIRMAN. Did you refinance to get out from restrictions of

FHA?
Mr. MANL.E BLUM. Yes; I was afraid to have somebody tell me how

to run an apartment house after I had spent my life in it, I am frank to
tell you.

During that time we amortized a good bit of it. We put up another
couple hundred thousand and it was a good deal. I thought it was
the finest form of financing FHA ever had. Of course, some people
took advantage of it.
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I don't think the FHA officers had the real men behind them to
administer that act right. If they did, you would still continue with
608's.

Let us go back to a few other things. We are just completing
that job in Detroit. Mr. Massey told you about us, he came to us. I
went out there and met the owners. There is a 15-story job, 448 units,
beautiful size rooms, reinforced concrete, built by one of the most able
contracting firms in the country, Turner Construction Co., who have
been doing work for us for over 30 years. We started on that job. It
will be the only 213 I do unless the act is changed because we have
stock in there of one hundred and thirty-some-odd thousand dollars,
and haven't gotten 5 cents for our work yet in 2 years, just because
there is so much redtape attached to it that we have to abide by your
so-called rules and regulations.

We don't mind certified costs. We went into that job to be content
with our 5 percent fee, and when you do a $5 million job a 5 percent
fee is no hay, it is good money. We didn't object at all to your certified
costs, we gladly went along with it.

Mr. BARRETT. What do you think is a reasonable fee ?
Mr. MAYER BLI. That depends on the size of the job.
Mr. BARRETT. That is what I wanted to point out.
Mr. MAYER BLUM. It depends on the size of the job. That job

there is a $5 million project. We agreed the 5 percent allowed by the
FHA was fair and just, and we took it on that basis.

Mr. BARRETT. What about a smaller job ?
Mr. MAYER BLTLU. You would have to allow a little more, you have

a lot of supervision, a lot of work to do. The detail work for your
offices is tremendous. You constantly have two people just follow the
job.

I brought one son along who follows that Detroit job, and he can
answer any question you want as far as 213 is concerned.

Mr. BARRETT. Would you say 71/ percent would be reasonable?
Mr. MAYER BLTM. 71/2 percent is still better than 5, naturally.
The CHAIRMAN. Let us get back to 213. Why are you not going to

build any more ?
Mr. MAYER BLUM. I will tell you the truth. You demand an ab-

solute sale of 90 percent. We went out there on fertile ground. We
had to build a sample of four apartments, that building cost $36,000,
it is now torn down because they are moving in next month.

We had to build that to show the public what we are going to sell
them, and everything had to be according to the sample we did. After
we got the plans approved there were certain changes demanded out
there that the local authorities demand that brought the cost up 5
percent. That isn't much when you are hitting a $6 million job. So
we went to the co-ops and told them the truth about it, and they said
you are doing such a fine job we will approve the increase in the
mortgage.

New York Life, which took the loan, said, "Well, get the FHA to
approve it." We have been 4 months now trying to get the FHA to
approve it. We have been 19 months on that 1 job and haven't got
5 cents for our work, and all of the things we did, and we are going
to move them in in the next 6 weeks.

The CHAIRMAN. You are ready to move them in and haven't col-
lected any profits at all?
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Mr. MAYER BLUM. That is right.
The CHAIRMAN. That is not much of an incentive.
Mr. MAYER BLUM. That is right.
Do you want to know the cost per room there, and they are all nice

sized rooms, and that market is about 7 or 8 percent higher than this
market, labor costs are higher in Detroit than Philadelphia. Our ac-
tual cost per room there is $2,880, and if we got our 5 percent it would
be about $3,100.

Now, we would take that job and gladly be in a position to manage
it because your act calls for 5 percent management fee, but then you
have got another joker in there that says when the so-called co-ops
get together, and if they don't like the management, out he goes on

is ears. So what do you do? Walk in there and build a building
for someone in Detroit and they have a right to fire you after the first
year. The FHA ought to have some power to say this man has been
in business for so many years, we think he is entitled to the manage-
ment. You should control that.

Mr. BARRETT. What objections are you meeting in FHA
Mr. MAYER BLUM. Well, naturally, they resent us Philadelphians

coming in there and showing them how to build a multiple job. There
haven't been any built in 25 years. But we went in there, it is costing
us a lot of money, and we aren't getting to first base.

Mr. BARRETT. We met an occasion in New York where the FHA
objected to the elevators stopping at odd and even numbered floors.
Do you operate on the same basis.

Mr. MAYER BLUM. No, all our buildings operate on each floor, full
automatic controls.

In the Detroit job, if you gentlemen are going to be out there on
the hearing, I wish you would pay a visit to the building. We would
welcome the inspection. It is a beaut.

Mr. BARRETT. Did you find you had additional costs?
Mr. MAYER BLUM. Yes, only on account of certain changes the

FHA and local officials wanted. Still that only amounted to about
5 percent of the project. It is all sold out. The owners have agreed
that we are entitled to that extra, and we made out the necessary-I
think my son could answer that better than I could.

Now, let's go back to some other things. We are renting that job
out there for $27 a room, and when I tell you the smallest living
room there runs around 12 by 20, and the smallest bedroom is 10
by 16, and the secondary bedrooms run around 135 feet, reinforced
concrete, the finest self-service elevators that money can buy, just
look at it. That is bringing cost down with the initial investment
of the owner.

Now, let us go into some other things. I am not familiar too much
with the 220. I am familiar with 207.

Mr. ASHLEY. Mr. Blum, before you get into 220, have you covered
as thoroughly as you can the administrative prohibitions in connec-
tion with 213 that are responsible for your present attitude about the
213 projects?

Mr. MAYER BLUM. Well, I don't know, my son ought to answer
that. He is out there more often than I am.

Mr. MARVIN BLur. I think one of the biggest failings of the 213
is the 90-percent sales before actual construction starts, which is
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awfully hard to get on a job, and that is where the investor has to wait
and wait and keep putting money into the job.

I think anywhere between 25 and 50 percent would be adequate.
Mr. ASHLEY. Did you hear the other witness speak about the pos-

sibility of convertibility ?
Mr. MARVIN BLUM. Mr. Massey, yes; I think it is a good idea.
Mr. ASHLEY. Do you have any other criticism of the administrative

regulations in connection with 213?
Mr. MARviN BLUM. On 213?
Mr. ASHLEY. Yes.
Mr. MARvIN BLUM. I can say this: The FIA has been very cooper-

ative on the matter. We have had no trouble with the cooperatives
at all because we have sent out a monthly bulletin since we started
construction of the job showing the actual construction of the job,
and giving information to all of the cooperatives to keep them away
from the building so they would not come out and get into our hair.
We allow them to inspect the properties only on the weekends.

Mr. ASHLEY. I don't think you understood my question.
Mr. MARVIN BLUM. Any administrative troubles; is that the

question?
Mr. ASHLEY. With reference to the rules and regulations relating

to section 213; in other words, your father has expressed the view
that under the present circumstances this will be the last 213.

Mr. MARVIN BLUM. The amount of investment for the amount of
profit is not conducive; it is not there. That is one of the biggest
things, that and the sales of the actual apartments, but I think the
act is a very good act. I think on cost certification there is nothing
wrong with that. Outside of a lot of redtape, we have no trouble
with it whatsoever.

The CHAIRMAN. Mr. Blum, we will have to move along pretty fast,
because there is another witness with other appointments.

Mr. MAYER BLUM. There isn't much more to say.
As to 207, we have been advised by our legal department not to enter

into it. When the act is clear so that a real businessman can do busi-
ness on it, we will be right here.

Mr. BARREr. We will go on record saying you always do a beauti-
ful job, Mr. Blum.

Mr. MY\ER BLUM. Most of our work, for your information, 75 per-
cent of it, has been conventional. Take the Presidential, that is the
largest job, it was conventional, it ran around 9 or 10 million dollars.
We have tried a few with the FHA, and I believe it is fine financing,
but some of the things just aren't there.

That is all. Now, you fellows have to find the answer to it.
Any other questions?
The CHAIRMAN. Thank you very much, Mr. Blum, for appearing.

We appreciate the information.
We are going to take about a 3- or 4-minute break. We have one

other witness.
Mr. WIDNALL. Mr. Chairman, before the break, at the time that Mr.

Rafsky testified he mentioned six rejections under that voluntary
home mortgage credit program, and I have here the names of the
applicants, the location of the property, and the reason for rejection.
If this could be inserted in the record right after his testimony I think
that would be helpful.
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The CHAIRMAN. It may be inserted right after Mr. Rafsky's main
testimony.

Also immediately following Mr. Rafsky's testimony we will insert
the testimony or statement of Mr. Walter E. Alessandroni, executive
director for Philadelphia Housing Authority.

(There was a short recess taken.)
The CHAIRMAN. The committee will come to order.
The next witness is Mr. Norman Blumberg, representing the Amer-

ican Federation of Labor.
Would you come around, Mr. Blumberg.
Do you represent the American Federation of Labor, Mr. Blumberg ?
Mr. BLUMBERG. Yes, I do.
The CHAIRMAN. Please identify yourself for the record, and proceed

with your statement.

STATEMENT OF NORMAN BLUMBERG, BUSINESS MANAGER, CEN-
TRAL LABOR UNION OF PHILADELPHIA AND VICINITY, AMER-
ICAN FEDERATION OF LABOR

Mr. BLUMBERG. The Central Labor Union of Philadelphia and vi-
cinity, which is the Philadelphia branch of the American Federation
of Labor, appreciates this opportunity to present its views to this
meeting of the House Subcommittee on Housing.

The Philadelphia branch of the American Federation of Labor rep-
resents over 230,000 working men and women in over 200 A. F. of L.
affiliates throughout Philadelphia aid vicinity. Your committee is
aware of our vital interest and concern in the immediate and urgent
problem of housing.

The housing problem of our Nation is many sided. Slums continue
to blight our community; there is the statistical evidence that there is
inadequate housing for the middle and lower income groups in our
economy to whom the privately constructed homes are financially out
of reach. Decent housing for all of our citizens, therefore, continues
to occupy a key role in our national picture. Good housing is an in-
separable component of the well-being of our Nation. There is no
question of the unhappy relationship which exists between slums,
crowded housing, and delinquency.

Our organization submits to your committee the following essential
ingredients for meeting our important problem on housing:

I do not believe that we could disagree that our housing problem
will remain unsolved until we meet the obligations of providing all
families, regardless of the level of their income, the opportunity to
obtain decent housing.

The most pressing need for housing for the low-income families
must be met by legislative action on the part of Congress to enact a
housing bill based on the needs of the low income groups. The failure
of the last Congress to passs an adequate and realistic housing bill
spelled doom to the hopes of thousands of families presently raising
children in blighted areas.

Housing for middle-income families:
Much of the new constructed housing is still unattainable to the

middle-income families. The Housing Act of 1950, introduced into
Congress by this committee, contained the vasic principle to make
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good housing available to middle-income families at costs they could
afford. The core of that principle was the provision of low-cost,
long-term loans for housing for middle-income families.

The present interest rates under the FHA and VA programs are
too high. We would recommend a low-cost, long-amortization loan
program to assist the middle-income families in home purchasing at
moderate costs that they can afford.

Purchasers of homes under the FHA and VA programs should be
given protection through a lapsed-payment plan. Such plan would
establish a revolving fund to insure monthly payments in the event
a home buyer is forced to miss monthly payments due to conditions
of unemployment, illness, death in the family, or other emergency.
The mortgagor would be expected to make slightly higher monthly
payments to make up for the lapsed time and to reimburse the re-
volving fund.

The Federal Government should not provide financial assistance for
projects which involve substandard wages for any employee. We
propose that any housing built under the FHA and VA programs,
as well as all other types of housing programs which utilize Federal
financial assistance, be made subject to the requirements for the pay-
ment to all employees of the going wage rates prevailing in that
locality.

A sufficient number of new houses built for the low- and middle-
income groups would make feasible slum clearance on a large scale.
Such a program would diminish the problem of housing where such
families are living in substandard dwellings and require housing in
the slum-demolition program.

Our housing problems have been under congressional investigation
for many years. It is a problem that is in tune with the increase in
our population, with the inescapable fact that houses, like people,
grow old. We have made progress in the direction of redevelopment
of blighted areas. But there still remains the areas beyond repair
which must be eradicated and replaced with decent housing.

The American Federation of Labor urges your committee to favor-
ably consider the solution of our hohusing problem taking into
account the vast construction going on by private builders and aug-
menting that construction with Federal legislation and assistance to
provide housing for the middle- and low-income groups.

This is indeed a program which would accrue our city, State, and
Nation the benefits of good housing and make our cities and States
fine places in which to live and work and proper environments to
raise our future citizens.

Thank you for the courtesy extended to us.
The CI.mAIR..x. What is your particular position with the Ameri-

can Federation of Labor, Mr. Blumberg?
Mr. BLUMBERG. My particular position happens to be the business

manager of the Central Labor Union, which is the American Federa-
tion of Labor branch in the city of Philadelphia.

The CHAir \N. Thank you very much.
Mr. Barrett has a question.
M\r. BARRETT. I just want to say you gave a very fine statement here,

and I am quite sure that you would be interested in housing for the
aged and the handicapped. You would certainly go on record for
that?
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Mr. BLUMBERG. Housing for the aged? Yes.
Mr. BARRETT. And for the handicapped ?
Mr. BLUMBERG. Definitely.
Mr. BARRErr. I just wanted to get you on the record so we can use

it at the appropriate time.
The CHAIRMAN. Any questions?
Mr. WIDNALL. Has the A. F. of L. in Philadelphia tried to build

any cooperatives for their members, or for others similar to the con-
struction by unions in New York City ?

Mr. BLUMBERG. No; there is no move of that sort on foot in the city
of Philadelphia, to my knowledge.

Mr. WIDNALL. Your union doesn't contemplate that ?
Mr. BLUMBERG. No. I know of what you speak with reference to

the one in New York, but in Philadelphia, no, there hasn't been any
contemplated move on the part of the American Federation of Labor
on behalf of their people to start a cooperative building program.

The CHAIRMAN. Thank you, Mr. Blumberg.
That completes the list of witnesses today, thanks to my colleagues

on the committee. We meet tomorrow at 9:30, when Mr. William
Levitt is the first witness. We stand in recess.

(Whereupon, at 4: 15 p. m., the hearing adjourned until Thursday,
October 13,1955, at 10 a. m.)
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THURSDAY, OCTOBER 13, 1955

HOUSE OF REPRESENTATIVES,
SUBcoiITTrEE ON HOUSING OF THE

BANKING AND CURRENCY COMMITTEE,
Philadelphia, Pa.

The subcommittee met at 10 a. m., Hon. Albert Rains (chairman)
presiding.

Present: Chairman Rains (presiding), and Messrs. Barrett,
O'Hara, Ashley, and Gamble.

The CHAIRMAN. The committee will come to order.
We have present this morning Mr. William Levitt. Come around,

Mr. Levitt, and have a seat. The committee will be glad to hear from
you. You don't have any written statement. You want to speak ex-
temporaneously?

Mr. LEVITT. I think so, Mr. Rains.

STATEMENT OF WILLIAM B. LEVITT, HOME BUILDER

I wanted to talk generally on my own opinion as to what was going
to happen to the building industry next year, provided the current
credit restrictions remained in effect, and I wanted to tell you a little
bit of what has happened on our own job, which I think will be of
value to the committee and to the industry at large. Most builders,
including ourself, right now have sufficient commitments to carry them
under the old terms for the next 2, 3, 4, or perhaps 5 months. We have
some still left, and when they expire then we go on the new terms, but
what we did was to take 100 of our applications at random and apply
to them the new yardsticks.

The CHAIRMAN. That is the higher downpayment and shorter
term?

Mr. LEVITT. That is right, and we came up with a very amazing set
of figures, and that is that we lost 35 percent-35 out of the 100.

Mr. BARRETT. What do you mean by "lost"?
Mr. LEVITT. Thirty-five out of the hundred, Mr. Gamble, would

not have qualified. We could not sell them a house. They were not
in a position to buy a house. Their credit wasn't sufficiently good to
carry the higher charges and in certain other cases they didn't have
the amount of cash that was necessary.

Mr. BAmnrr. Mr. Levitt, just for the record, this question was
asked yesterday and I don't think we got it on the record. How do
you qualify an applicant according to his income?

Mr. LEVIrr. Well, each bank puts its own credit restrictions down.
One bank will say if the charges are $70 a month, they want $70 a

407
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week, plus 10 percent. Another bank will say we want 15 percent
above that. Now, our banks have been very, very lenient with us.
They have been very, very fair. They haven't gone overboard. With
those yardsticks we have lost, or would lose 35 percent.

The CHAIRMAN. In other words, to put it in plain English, if the
present credit curtailments which have been put into effect as to down-
payment and length of mortgage, out of those hundred you checked,
35 people could not qualify?

Mr. LEvrrr. That is right.
The CHAIRM N. In other words, about a third of the houses in the

price range in which you are building would not have been built?
Mr. LEVITT. That is right, and the bulk of our houses are ten to

twelve thousand dollars. We have a few higher priced houses.
The CHAIRMAN. Ten to twelve?
Mr. LEvrr. Yes; which is the backbone of the housing business.

And the implication is this: If that amount of housing is dropped
from the production figures of next year, you not only have trouble
in the housing industry, which is important in and of itself, but you
have got trouble in every single, solitary industry throughout the
United States, and you have got, in my opinion, a major depression
on your hands if building gets knocked down one-third or if building
gets knocked down 25 percent-you have got trouble on your hands
in the United States.

Mr. BARRETT. Let's get the number of rooms in each of the houses
you refer to.

Mr. LEVITT. All right. In a $10,000 house it is a 5-room house,
plus an expansion room for 2 more rooms, including a garage.

The CHAIRMAN. Of course, that kind of cut, even a 25 percent cut,
would vitally affect the appliance industries. It would affect not only
the building material industry, but would affect numerous other in-
dustries that add greatly to the national income; wouldn't it?

Mr. LEVITT. I can't think, Mr. Rains, of any industry it does not
affect. I say it affects the automobile industry, it affects the tele-
vision industry, it affects the radio industry. If you haven't got a
house to put a new television set in, you have one less television set
to produce and sell. The same goes for automobiles. It means that
the fellows that are in the housing business are out of jobs and can't
have the wherewithal to buy the automobiles. It is a vicious circle
all the way around. It is the backbone of the economy of the United
States.

The CHAIRMAN. I should know these figures, but do you have with
you the approximate percentage of the national income contributed
by the building industry?

Mr. LEVITT. Yes; directly and indirectly, 25 percent.
The CHAIRMAN. Twenty-five percent.
Mr. LEVITT. Twenty-five percent of the workable population of

America is employed directly or indirectly by the building industry.
I say that it is too serious. I say that the Federal Reserve Board
has been playing with dynamite in this turning on and off. Let me
go on for a moment, Mr. Rains, because this is something as a builder
I am qualified to talk about. The Federal Reserve Board has said
over and over again that "we have got to put these restrictions on
because we might be running away with ourselves, but don't worry,
boys, we will take them off again when we have to."
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Well, you can't do that in the building industry because as of 2
weeks from now, we in my company will be finished planning the
production for next year, and whatever Federal Reserve does next
February and March is not going to help us. It is too late. Our
stuff has been ordered. The schedules have been mapped out when
to ship. Our ground crews have been set to do so-and-so and so-and-
so, and that has to be done now if you are going to run an orderly job.

Now, in greater or lesser degree, or in greater or lesser efficiency,
that applies to every single builder in the United States.

Mr. BARRETT. Let me interpose this at this point: What does that
cause, inflation or deflation ?

Mr. LEVITr. Right now the Federal Reserve Board's action has con-
tributed to deflation. It has been a move to combat inflation. But
you can go easily either way. It is much easier to put a brake, I say,
as far as the building industry is concerned, on inflation, because all
you have to do is crack out a regulation and say tomorrow morning
this is what happens, than it is to stop deflation as it goes down. You
can't just press a button and produce more houses. It takes a long
time to gear up. We have had this same argument before this com-
mittee, the whole Banking and Currency Committee, and the Senate
Banking and Currency Committee, on this perennial legislation where
every year the industry doesn't know where it stands.

This now is something that has bewildered a great many of us in
the industry who don't know quite how it came about. I think you
will recall, Mr. Rains, that when the current Housing Act was first
proposed, a year or so ago, the discretion was with the President as
to what downpayments should be, and most of us who thought a little
bit on that opposed that and said it should not be with him, that it
should be strictly by act of Congress and let us know where we stand
at least a year in advance. And that is what went into the legislation,
and the discretionary power of the President was removed. How this
came about, I don't know.

The CHAIRMAN. Well, this is an indirect attack. It doesn't come
through housing legislation. This tightening of credit now, Mr.
Levitt, comes from an action of the Federal Reserve in the mortgage
market which does the same thing by an indirect method.

Mr. LEVITT. You are absolutely right, and I think that it com-
pletely violates the spirit and the intent of the act where Congress
specifically removed the power of the President to adjust payments
and maturity dates up and down. Now through some sort of an
Executive order-I know it is legal-

The CHAIRMAN. And in addition to that, it comes about on the
monetary system instead, because of the tightening of credit through
the Federal Reserve and the discount rate, and because of the curtail-
ment of lending of the Home Loan Bank Board, the Federal savings
and loan institutions, and there is a general tightening on money all
of the way down.

We had before us yesterday mortgage bankers here in Philadelphia,
and they gave us the same story, that the money market was getting
tighter all of the time.

Mr. LEvrrr. I would like to go on record on this money market
being tight. We are no longer in a complete laissez-faire economy,
whether the administration be Republican or Democrat. Now we
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have reached such a fantastic complex state of existence and a high
standard of living that if we are going to maintain it, Government
has a very active part in it.

This business of the Federal Reserve Board not supporting a bond
market and say, "If you can get money, go ahead and get it, but we
will not support anything"-I say there is no longer time for that
because you cannot let an industry like this collapse because, let's say,
that we in and of ourselves cannot go out and get mortgage money.
Because we are little, tiny people, we cannot extend credit to John
Jones on the street. I say that what has happened now completely
overlooks the fact that the economy of this country works on credit
and only on credit, and that you will not build a million and a
quarter houses a year unless you have very easy credit, and you will
not sell automobiles unless you have easy credit, and the minute you
begin to let down on that and the minute you begin to tighten up on
either one of those two key industries, you have got a complete resces-
sion on your hands, and I think that this committee ought to-

The CHAIRMAN. Well, of course, it becomes a very complicated deal
and gets off into fields only related to housing, but the failure of the
Government to support the bond market at par, Treasury, I am talk-
ing about, is the very thing that is causing this downward trend now.

Mr. LEvrrr. That is the number 1 thing, as far as we are concerned,
on the lack of mortgage funds, the nonsupport of the Federal bond
market. You are not going to get any savings bank to sell its bonds
at below cost in order to get mortgage money to lend to me or anybody
else. That is part one.

This breaks down into two things, as I see it: (1) the credit re-
strictions which have been placed by Government, which can only re-
sult in a substantial lessening of production in the building industry,
which will cause trouble; and (2) a non-support by the Federal Gov-
ernment, the Federal Reserve Board, of the Federal bond market,
which in turn dries up the mortgage market. I think those two
things should very definitely be the subject of Government and con-
gressional action. I think there is much too much discretion on both
of those items left in the hands of comparative few people.

The CHAIRMAN. Also, there is the action of the Home Loan Bank
Board, which in reality is Treasury action.

Mr. LEVITr. That is the same thing, Mr. Rains.
The CHAIRMAN. Well, one question there, and to me the answer is

obvious, but I would like to have your opinion: Do you see any sat-
uration in the home building industry? Does everybody have the
houses they need or not?

Mr. LEvITr. I am very glad that you asked that question. In fact,
I should like to have had that one planted. I like that question.
That question has been raised and discussed by "experts" so many
times that I think a decent answer ought to come out. Why doesn't
somebody-and I am answering it indirectly-why doesn't somebody
ask the same question about the automobile industry? Have we
reached the saturation point in automobiles? Have we reached the
saturation point in television sets ? Have we reached the saturation
point in baby carriages? No one ever asks that question. It is al-
ways in houses. I maintain a house is no different from anything
else.
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I tell you I don't think anybody is without a roof over his head.
This isn't 1945 or 1946. But at the same time I don't think that any-
body desperately needs an automobile. We sell houses for the same
reason that the automobile company sells automobiles. People want
to increase their standard of living, they want something a little bit
better. As you sell a used car to someone that didn't have a car before,
we will sell a 1950 model house to somebody who hasn't got that and a
1956 model to somebody else. There is no saturation point. We have
a natural degree of obsolescence every year. We have a fantastic rise
in population which is coming every year for at least the next 25 or
30 years, according to the statistics. There is no saturation point.

The CHAIRMAN. And in addition to that we still have family after
family still doubled up, we still have slums all over the country, haven't
we?

Mr. LErrT. We haven't begun to scratch the surface if we have a
goal that everybody should be decently housed. No; we are nowhere
near a saturation point, and I maintain that we will never be at any
saturation point as long as man goes on and wants to increase his
standard of living, any more than you are at a saturation point in
automobiles or anything else. A house gets old and dies also after a
period of time.

The CHAIRMAN. I agree. Of course, today more than any other day
we are studying the mortgage market and any information you can
give us on that as to the reaction of financial institutions toward these
recent credit curbs is right in line.

Mr. LEvITr. May I make one suggestion, as far as the mortgage
market is concerned, that would insure a plentiful supply of mortgage
money for you, your children and your grandchildren, and that is the
pension funds of America. This is now a disgrace of high banking and
high finance, and publicly I want to announce right now that I am
starting an individual war on them. As of the day before yesterday-
or was it yesterday-if you noticed the financial page of the New York
Times, the pension funds of America reached $11,800 million. Last
year they gained almost $2 billion, slightly under. This year in capi-
tal funds only they will gain at least $2 billion more, and the year after
this they will gain two and a half billion dollars more, and thisgoes on
to a point where you and I can't comprehend these figures. They are
absolutely beyond the comprehension of man. These funds are coming
in every single day, every single year.

I sat with the head of the largest fund of America. You can guess
what company it is, and he said that they don't know what to do with
the surplus income that comes out. I said: "Why don't you put it in
mortgages?" And there lies the tale. The pension funds are invested
primarily in Government and corporate bonds, they have an income of
an average of something under 3 percent. It requires no effort and no
work to invest them in those securities. Somebody sits in a bank.
There is one bank, and you can guess this one too, that has approxi-
mately one-third of all of the pension funds of America, for which it
acts as trustee. The United States Steel pension fund trustee organi-
zation consists of four people only, only four people in the whole de-
partment, because that is all it requires to use a scissors. Mortgages
require a little bit of effort. There is no question of security. I am
talking now of Government-secured mortgages or Government-
guaranteed mortgages.
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Here is the payoff: They must net at least 4 percent. They are
four and a half percent, and we allow a half a percent for collection,
and so on. The institutional trustee must get at least 4 percent. Here
is all it can mean:

First: The stockholders' contribution to the pension trust gets
lessened, because the icome is more.

Second: The benefits to the recipients and beneficiaries of the trust
must be greater. This is where labor should be interested, because
the income is more.

Third: The mortgage market of the United States has a plentiful
supply of funds, and mind you, I am not saying to take all of the pen-
sion funds. I am saying taking 10 or 15 percent maximum and putting
it in mortgages, you no longer have a mortgage problem in the United
States, which means all mortgages then are at par, which means that
the cost of a house is less, because let's not kid ourselves: If mortgage
money costs us money, it is the same kind of a cost as a steel beam or
a barrel of nails. It is a cost.

The CHAIRMAN. It is reflected in the house.
Mr. LEvnir. There is no question about it, and Joe Public pays

for it.
The CHAIRMAN. Well, let me ask you a question and drop a sug-

gestion and see what you think about it. You know, of course, that for
the monetary system itself, for the banks, we have the Federal Reserve
Board. For the Federal savings and loan associations, we have the
Home Loan Bank Board. The mortgage and loan associations get
about a third of the mortgages for homes in this country, the com-
mercial banks about 28 percent-these are round figures-and the rest
is left to the open mortgage market about which you are talking.

Do you think it would be wise for Congress to recognize mortgages
in the same category that we recognize other Government securities,
establish a central mortgage bank of some type that would give to
mortgages in the open market the standing that they have to have?

Mr. LEVITT. You are talking of guaranteed mortgages?
The CHAIRMAN. Yes.
Mr. LEVrIT. I can see problems of administration. I don't think

it is necessary, any more than you regulate the supply of steel or
lumber. I don't think it is necessary. I think all you have to do is to
find-reverting to building language, a source of manufacture of
money, and I know where that source is right now, and it is growing
bigger and bigger and bigger, regardless of how big.

Now I think, for instance, that some day, 1960 or 1961, we are going
to have to produce 2 million housing units a year because we are going
to have a very big increase in population and new family formations.
That money to finance those houses can only come from two places
right now, either the pension funds or Uncle Sam's, either direct loans
by Government or the pension funds. There isn't enough money to
finance that volume of housing. There isn't enough money to finance a
million and a quarter units right now, there just isn't.

The CHAIRMAN. Is the supply of money expanding fast enough to
provide full employment and full production at present?

Mr. LEVITr. I don't quite understand the question.
The CHAIRMAN. You say there is a shortage of money. I can't

quite go along with that.
Mr. LEvrrr. Of mortgage money.
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The CHAIRMAN. The money is still available, but isn't the restric-
tions which are put on it, which makes it no longer an inducement
on the part of the man with mortgage money to lend ?

Mr. LEVITT. No, no, no. Let me give you some figures, Mr. Rains.
Bowery Savings Bank has a limit of 65 percent of its portfolio to be
invested in mortgages. They are there. There are a couple of other
New York City savings banks that I know, that went 2 or 3 percent
above its quota. A bank can't take every nickel it has got and put it
in mortgages. It has to diversify its portfolio a little bit. And they
are up to the hilt. They are overextended. They just haven't got it.

The CHAIRMAN. What do you think about the Federal National
Mortgage Association's failure-well, I won't say failure, but what
do you think they are doing to support the mortgage market

Mr. LEVITT. Fannie May?
The CHAIRMAN. Yes.
Mr. LEVITT. Very little.
The CHAIRMAN. Do you think they should help to steady the market

by standing at a higher figure, or follow along as they are?
Mr. LEVITT. Fannie May is so complicated now that I don't know

whether anybody understands what is going on there. I certainly
don't.

The CHAIRMAN. You agree it is not doing a good job ?
Mr. LEVITT. Fannie May's usefulness has been long over. We are

trying to get to the point where Fannie May will eventually disappear.
You are going to have two things, and the agitation is going to com-
mence when Congress reconvenes in January. Either for direct lend-
ing by Government, again, or if somebody can break open the pension
trusts of America. They have got to be somehow or other forced,
cajoled, into lending 10 or 15 percent of their money into guaranteed
or insured mortgages. Otherwise this housing market cannot be sus-
tained. The present market can't be sustained.

The CHAIRMAN. If Government bonds were supported at par, then
the banks could-

Mr. LEVITT. Help a little bit right now. As a long-term deal, no,
because that would presuppose that what the banks would do would
be sell all of their Government bonds out and put it in mortgages
which they won't do. The banks have never had enough to finance
a million and a quarter or a million three hundred thousand units in a
year, but the Government-and I am going to blame the Government-
not blame them-I think they did right by doing it-they have geared
us up in this industry, and as a consequence we in turn have geared
suppliers. Suppliers in turn have geared the baby carriage manu-
facturers, and so on, to an annual production of around a million and
a quarter units a year. You cannot slash that down by any kind of
arbitrary action.

The CHAIRMAN. There is one other question: I admit that this is a
bit off the field of study for this committee. I believe it belongs to
another committee, but I would like to ask a question since you have
mentioned these trust funds. Several of us in the Congress have
introduced bills which would provide for a certain percentage of the
trust fund backing up GI insurance funds which now is a fabulous
figure also, that it be invested in GI loans, the mortgage market in GI
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loans, which would bring 4 percent instead of 21/2 percent. What do
you think of that?

You have a guaranteed mortgage.
Mr. LEvrrr. You are talking the same thing I am. You are saying

trust funds and I am saying pension funds. There is only one argu-
ment against it, and the argument is not a valid one. That argument
is that it costs us too much to service. That argument is bunk, because
if you will take a half point off and net them 4 percent, for that half
point you can get any banking institution anywhere in the United
States to service those mortgages; I mean good, legitimate, recognized
institutions, not any fly-by-night outfit, and they get 4 percent, which
is substantially more, anywhere from 331/3 to 50 percent more than
they are netting out of their bond investments.

The CHAIRMAN. Then you stick to your conclusions that if the pres-
ent credit restrictions hold in the light of the planning that must be
done for next year in the building industry, that the home-building
industry can look for a decrease of approximately 25 percent ?

Mr. LEVTrr. Twenty-five percent minimum, perhaps more.
The CHAIRMAN. How many houses are you building now, Mr.

Levitt?
Mr. LEvr-r. This year we will have produced about 4,000.
The CHAIRMAN. About 4,000 houses this year?
Mr. LEVITT. Yes. Levittown, Pa., will be finished next year, which

will be a little over 17,000.
The CHAIRMAN. Any questions, gentlemen?
Mr. GAMBLE. Did you say 17,000 in Levittown, Pa.?
Mr. LEVITT. Yes.
Mr. GAMBLE. You have faith in the future, as you have said. Tell

us about tlis new situation you are about to embark upon over in
Jersey.

Mr. LEVIrr. Well, when we get finished with Levittown, Pa., we
are going to build a Levittown in New Jersey, which is across the
bridge and about 12, 13, or 14 miles from Camden. We think it will
be a nice place. It will be about the same size as this Levittown in
Pennsylvania and Levittown, Long Island.

Mr. GAMBLE. What price range will that be ?
Mr. LErTTr. There we will have pretty much the same price range.

It is a little too early to tell exactly the figures. If we get an abun-
dance of mortgage money and can reduce costs a couple of hundred
dollars a house, the price will be down again, but it will be about this
price range.

Mr. GAMBLE. About how many units will you build?
Mr. LEVTrr. About the same, seventeen to eighteen thousand.
Mr. ASHLEY. What is the price range you are speaking of
Mr. LEVITT. In Levittown, Pa., from $10,000 to $18,500, which is our

Country Clubber, but we only have a few of those. The bulk, 95
percent of our houses are priced from ten to twelve thousand dollars.

The CHAIRMAN. Mr. O'Hara, any questions
Mr. O'HARA. Yes, Mr. Chairman, I would like to make this ob-

servation: You will not find too much sympathetic popular response
until the private building industry has found homes that it can
build and furnish to that great segment of our population that cannot
afford to buy homes at the present price. I was interested that you
are able to build and sell homes at as low as $10,000.
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Mr. LEvirr. That is right.
Mr. O'HARA. In Chicago it runs very much higher than that, higher

in fact than is within the reach, the comfortable reach at least, of at
least 30 or 40 percent of our population. Now in the homes that you
are building, are they open to all Americans, regardless of race or
religion?

Mr. LEVITT. You really pick a ticklish subject now, don't you, Mr.
Congressman?

Mr. O'HARA. I would regard it as a pertinent question to a con-
gressional study of our overall housing problem. In Philadelphia
1 out of 4 of the people who live in Philadelphia belong to a minority
group. They are as much entitled to good housing as anybody else.
Is private industry furnishing them those houses?

Mr. LEVITT. No; private industry is not. Someday I hope they
will, and I hope we will be the leaders in it.

Mr. O'HARA. Now the houses you are building, are they open to
all Americans?

Mr. LEvITT. Unfortunately, no.
Mr. O'HARA. They are entirely for the white people?
Mr. LEvrTT. Yes, and I repeat, I hope someday that will not be so,

and I hope we will be the ones who make it not so.
Mr. O'HARA. We just want to get the facts. Now, are they open

to householders of advanced years?
Mr. LEVITT. Yes, they are, but then again that has to be qualified.
Mr. O'HARA. I do not know of any place where a man who is 50

or 55 years of age can get a mortgage.
Mr. LEvTrr. We have a lot of them, but here is where the trouble

comes in, and this, again, is right in your province. FHA and VA
both have said that they want their maturity dates to expire at age
70, so if a man comes to us and he is 55 years old, we will sell him a
house all right, but he has got to have a mortgage with a 15-year
maturity, which means, of course, that his carrying charges are higher,
and if the Government would say "We don't care," let FHA and VA
say, "Regardless of age, we will guarantee the mortgage at its full
term," 25 or 30 years, whatever it happens to be.

Mr. O'HARA. Well, isn't it a fact whereas a number of years ago
mortgages were placed on properties based upon the value of the
property, the land and the structure, today mortgages are based largely
upon the earning capacity of the people who take out the mortgage?

Mr. LEVITT. That is right, there is no question about that.
Mr. O'HARA. Are you advocating that we should pour a lot more

money into home construction to make loans easier, without first re-
vising our programs to take care of that large segment that cannot
afford to buy at present prices and that very large group of maturing
Americans who have passed the prime of their earning years?

Mr. LEviTT. May I answer that, Mr. O'Hara ?
Mr. O'HARA. Yes, surely. I am bringing this up because I am sym-

pathetic with these problems.
Mr. LEvrrT. I am completely sympathetic with what you say. Let

me comment on what you have said for a moment. I think the Gov-
ernment has missed the best bet in the world. If any businessman
had ever done what the Government has done, he would have been
-riticized as being, as we say in plain English, of being a "shmoe."
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The Government has FHA, the best moneymaking agency any gov-
ernment in the world ever had. It is the only agency that makes
money year in and year out, and when you take the figures for the last
20 years, they have made a fabulous amount of money. You fellows,
of course, always kick and won't give them any kind of budget to
work with, which is the subject of another controversy, but they are a
moneymaking agency. All they have done is make money. They
have not lost any money. They have proved for 20 years, and the
record is now solid and nobody can dispute it, that whatever they do,
they cannot lose money.

Now if that is so, there is no reason why the workings of this agency
can't be expanded just a little bit more to guarantee a mortgage
whether a man is 55 or 60 or 65, for the 30-year period. We have the
figures to show and this is the part that is absolutely incomprehensible,
the figures show 20 years of figures that the average mortgage lasts
less than 10 years.

All of this talk of 25- and 30-year maturities is strictly indulging
in semantics. A mortgage doesn't last more than 10 years. It is re-
financed or it is paid off and then we start with a brandnew one all
over again. The only thing a long-term mortgage does do, and this
is exactly what you are talking about now, is it opens up the field of
homeownership to a great many more people who otherwise could not
afford it. Now apply that same yardstick to your older people. It
is a crime, we get them in, 55 years old, and I am getting so close to that
I don't wan't to feel as though it is old, and we have to say "I am sorry,
Mister, you only make $85 or $90 a week, you can't afford it."

With your $90 a week, if you were 35 years old, oh, sure, you have
got plenty, but you can't do it because the Government says you have
only got a 15-year mortgage and your carrying charges are twice as
much in order to get rid of that mortgage in 15 years, when the Gov-
ernment knows and I know and you know that the mortgage is going
to be gotten rid of in 10 years, one way or another, either by payoff or
refinance.

Mr. O'HARA. Just one more question. I don't want to take too
much time because we have a close schedule. You are able to build
and sell houses at $10,000. How many bedrooms in those houses?

Mr. LEvrrI. Two bedrooms, with room for two more.
Mr. O'HARA. Why is it you are able to do that in this area and they

are not able to do it in the Chicago area ?
Mr. LEVITr. Mr. O'Hara, I would love to make this an advertise-

ment for Levitt & Sons, but I think it would be presuming on your
time. We are a large organization and we work on a low profit and
we work on volume, and we just do it that way.

Mr. GAMBLE. Well, it is mass production and mass purchasing,
isn't it?

Mr. LEVITT. That is right, and if we sell a lot of houses, we make
some money, and if we don't sell a lot of houses, we are going to lose
money. We don't make it on an individual house. We can't.

Mr. O'HARA. That is what I am interested in: Are the builders
in the various localities building houses that they can find a market
for in their respective communities rather than studying how they
can bring down the cost to the level of an ordinary man's pocketbook.
In other words, are they building $16,000 and $18,000 houses in the
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suburbs of Chicago because of the tight housing situation in Chicago
and people have no choice but to assume obligations beyond their
means instead of endeavoring to find out how they can produce a
house at, say, $10,000?

Mr. LEvrrr. Well, I think there are a few people in the building
industry that perhaps shouldn't be in it, but I think, by and large,
that what you are saying is not quite so. I think they have got
costs.

Mr. O'HARA. I am just asking a question. I am not projecting
my own conclusions. I am asking for information from you. Are
they doing it? In the housing bill of 1949, there was provision for
a research department. That was junked later on. Many of us
thought that had that remained in the bill and there had been research
into all of these matters, we would have ended up by finding some kind
of house within the means of all of our people.

Mr. LEvrTT. I think the big answer to what you are reaching for,
and I have said this for years, is that the housebuilding industry,
differing from practically any other industry, has very few companies
in it organized on a large businesslike basis. Little by little we are
getting more, but by and large, the bulk of the housing in America is
built by small little family companies who produce a few houses a
year and who must make, not a profit from those houses, but a living
from those houses.

That is essentially the trouble with our industry insofar as value to
the public is concerned. Someday, little by little, that will be
changed. Builders will combine together. They will become larger.
We are reaching that stage. There are many more builders in the
United States today that produce a thousand houses a year than we
ever thought possible.

Mr. O'HARA. Thank you very much. I don't want to cut you
short, but I know the chairman is working on a short schedule.

Mr. LEVIrr. Thank you for having me here.
The CHAIRMAN. We want to express our appreciation to you, Mr.

Levitt, for coming. We hope you will come down and see us again.
The CHAIMAN. The next witness is Mr. Stewart Rauch, president

of the Philadelphia Saving Fund Society.
Come around, Mr. Rauch. We are glad to have you, sir.
Mr. RAUCH. Good morning.
The CHAIRMAN. Have a seat and identify yourself for the record.
Do you have a statement?
Mr. RAUCH. Yes, sir, I do have one, a brief one.
The CHAIRMAN. Do you want to include your statement and speak

orally or would you rather read it?
Mr. RAUCH. I thought perhaps it would save some of your time,

sir, if I read it.
The CHArRMAN. We would be glad for you to do that. Do you have

extra copies?
Mr. RAUCH. Yes, sir, I do.
The CHAIRMAN. You may proceed, Mr. Rauch.

Mr. RAUCH. Thank you, Mr. Chairman.
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STATEMENT OF R. STEWART RAUCH, JR., PRESIDENT OF THE

PHILADELPHIA SAVING FUND SOCIETY

Mr. RAUCH. My name is Stewart Rauch, and I am president of the
Philadelphia Saving Fund Society. At PSFS we have a savings ac-
count for every third citizen in Philadelphia and the average balance
is approximately $1,200, so that you can see that we are primarily
concerned with looking after the savings of people of modest means.

The society will have its 139th anniversary in December, and has
been making mortgage loans for nearly 100 years. On September
30 of this year the principal of our mortgage portfolio was $320
million and consisted largely of loans upon single-family, owner-
occupied residential properties located half in the Philadelphia metro-
politan area and half in 19 other States.

I have been invited to give you my views on the present mortgage
market, credit controls, warehousing of mortgages and the monetary
policy now being pursued by the Governors of the Federal Reserve
System, as it affects housing.

First, let me turn to the mortgage market. As I have said, we
make mortgage loans in approximately 20 States, and we find through
our resulting contact with the national market that mortgage money
is becoming tight, although here in Philadelphia the shortage has
not yet become as acute as we find it is elsewhere. This is possibly
due to the fact that there are in the Philadelphia area 3 other mutual
savings banks, 3 large mutual life insurance companies and a host of
savings and loan associations, all actively making mortgage loans in
the local market.

In addition, the New York savings banks and the New York life-
insurance companies are active and heavy investors in Philadelphia
mortgages.

In the early months of 1955, mortgage money here and elsewhere
was in plentiful supply, and it was no problem for builders to obtain
30-year, no downpayment VA mortgages at close to par.

The CHAIRMAN. Now, when was that ?
Mr. RAUCH. January and February of this year.
Here in Philadelphia, at the moment, minimum downpayment,

25-year VA money costs the builder a moderate discount, while else-
where the discount on such loans is somewhat greater. Prime FHA
loans in this area are also beginning to shade par, but in many sec-
tions of the country where we are active, they are being offered for
prices averaging from 2 to 3 points below par. However, even at these
prices, there has been a steady demand for funds from our local
market, as well as from our out-of-State correspondents. The present
tightness of money has resulted, in my opinion, from the simple opera-
tion of the laws of supply and demand. No doubt, you have observed
the substantial increases which have taken place in the mortgage
loan portfolios of commercial banks, life-insurance companies, mutual
savings banks and savings and loan associations during 1955. You
have also noted, I am sure, the vast increase in installment debt.
These increases have absorbed a tremendous amount of money, with
the result that the available supply at present is not sufficient to meet
a demand which has shown little tendency to slacken.

In our view, the present tightness of money will be a healthy thing
for the economy, for it will tend to brake the pace of lending, and
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thereby guard against an overexpansion of credit, which could cause
this great economic boom to disintegrate.

We find no evidence that this tightness of money has as yet jeopard-
ized the housing industry, and we share the views expressed by our
economic advisers that the number of housing starts to be expected
in 1956 will be of normal proportions, say possibly 1,200,000. In
addition, we hear of such nationwide movements as "Operation Home
Improvement" and "Action," the results from which should begin to
make themselves felt in 1956 and provide additional stimulation to
the housing industry.

Next, as to warehousing. I see no inherent evil in warehousing mort-
gages, unless it is done in such a way as to overexpand credit at a
time when the economy can be thereby seriously harmed. I have
not examined closely the warehousing plans which have been set in
operation this year by life-insurance companies and others, and I am
thus not in a position to comment intelligently with respect to them.
My remarks will therefore be confined to the situation in our own
bank.

We set up a mortgage warehousing plan a few months ago, its pri-
mary purpose being to provide assurance that the society could not be
unexpectedly caught between the demands of its depositors and its
mortgage loan commitments. Our plan was discussed at length with
the secretary of banking of the Commonwealth of Pennsylvania, and
it received his approval as a conservative measure designed primarily
for the society's protection. We shall use it only for the two pur-
poses for which it was intended: First, as I have said, to minimize
the possibility of our being squeezed between the demands of our
depositors and our commitments to mortgage brokers; and second, to
assure an even flow of mortgages into our mortgage portfolio, to
the end that the latter may be maintained at the percentage of total
assets which has been fixed by the society's board of managers and
which is essential to continuance of the conservative rate of interest
now paid on our deposits-21/2 percent. Confined to purposes such
as these our belief is that mortgage warehousing by saving insti-
tutions will not result in an overexpansion of credit.

As to the monetary policies now being pursued by the Federal
Reserve authorities, I can only say that we thoroughly subscribe
thereto and to the purposes for which they are being exercised. We
think that there is no one thing more vital to personal saving, the
promotion of which is the sole purpose for our existence, than that
the dollars saved should be kept sound. This we believe to be the
ultimate objective of Federal Reserve policy, and having closely ob-
served the methods by which that policy has been implemented since
1951, and the results so far obtained, we regard them as basically
sound and as calculated to regulate the pace of our economy appro-
priately and to stabilize the purchasing value of the dollar to the
greatest extent possible through the use of credit controls.

Mr. Chairman, that completes the formal statement.
The CHAIRMAN. Thank you, Mr. Rauch.
Just one question: If the mortgage restrictions that have been put

down, if they should result in a curtailment of the housing program
in such percentage as Mr. Levitt seems to think it will, 25 percent, you
would think that would be a little extra cut; wouldn't you?

Mr. RAUCH. Yes, sir; I would.
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The CHAIRMAN. You would believe-you say it would be 1,250,000
next year-you think there should be a million housing starts, I should
think, as a minimum?

Mr. RAUCH. Yes.
The CHAIRMAN. Just to meet the barest needs of the people?
Mr. RAUCH. Yes. I think in that connection, Mr. Chairman, it is

important to have in mind these programs that are coming along for
urban redevelopment. If the housing starts drop off from their pres-
ent recordbreaking or near record levels, but if some of the people in
the housing industry undertaking construction are switched over to
doing repair and rehabilitation work, it seems that that will help
maintain a healthy economy; continue to pump wages out and will
also have a very significant effect in cities such as Philadelphia.

The CHAIRMAN. Of course that is an urgent need, but traveling
around as we are and living with the problem so long and seeing so
many people without-not adequate shelter but without decent shelter,
gives me the idea that something more ought to be done than just
repair the ones we have.

There are still so many people without the homes they need. Don't
you agree?

Mr. RAUCH. I agree with that a hundred percent.
Mr. GAMBLE. In rehabilitating old houses, isn't Philadelphia a bit

unique in that you have a lot of old houses but they are very, very
substantial or were very, very substantially built so that you can
remodel them and refurbish them, more than you can in many cities.

Mr. RAUCH. Yes, sir; I think that is correct. Perhaps one reason
I took the initiative in bringing that up, Mr. Chairman, is that I am
also a member of the city planning commission here in Philadelphia
and we have been vitally concerned with this spreading blight, and
as a member of the commission, as well as being in the banking indus-
try, we have been following with great interest the progress under
sections 220 and 221 toward trying to get some of these areas rehabili-
tated, and I think that Philadelphia has a unique opportunity in that
respect for just the reason that you mentioned, sir, that the houses,
the shells of the houses are basically sound, and a great deal can be
done to preserve their attractiveness and the atmosphere by remodel-
ing them in the interior.

Mr. GAMBLE. You say on page 1 as to the tight money market that
it is not as tight here as it is in some other places because you have
savings banks and mutual savings, and so forth, and then you say in
addition the large life-insurance companies and savings banks in New
York City are heavy investors in Philadelphia mortgages.

Are they investing it now here at the present time
Mr. RAUCH. Yes, sir.
Mr. GAMBLE. Well, why is it they would invest here at the present

time when they won't make mortgages in New York City?
Mr. RAUCH. Perhaps there is a case of the grass looking greener

on the other side of the fence, but seriously, I think one reason for it
is-and I think I should confine my remarks to the savings-bank in-
dustry because that is what I am familiar with-many savings bankers
prefer to take residential mortgages on medium-cost houses so that
they spread their risk rather than taking large loans on apartment
houses and office buildings. I think there is much less residential
construction in the city of New York than there is down here.
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Mr. GAMBLE. Yes; that is true.
Mr. RAuOH. Another reason is that historically the New York sav-

ings banks have always been active down here and that goes back to
the days when they were trying to get geographical location but
weren't allowed to go to the Southwest or Far West. They are
familiar with this market and they have mortgages sources set up so
that they have continued very active down here, even after they got
the power to go to the Southwest and Far West.

Mr. GAMBLE. Thank you.
The CHAIRMAN. I will ask you one concluding question: You heard

Mr. Levitt testify a moment ago; didn't you?
Mr. RAUCH. Just the end of his testimony, sir.
The CHAIRMAN. He made a statement that the credit curbs we have

been talking about, which is the higher downpayment shorter mort-
gage terms would have vitally affected 35 percent of the people for
whom he is now building houses under the present terms before the
restrictions were on, in the price range of 10 to 12 thousand dollars.

The simple truth is that the people these credit restrictions will
hurt will be those people in the lower-income brackets, won't it, in
getting homes ?

Mr. RAUCH. Yes.
The CHAIRMAN. Thank you, Mr. Rauch, for coming, and we appre-

ciate your statement.
Mr. RAUCH. Thank you very much for inviting me.
The CHAIRMAN. The next witness is Mr. Arthur W. Binns, past

president, Philadelphia Real Estate Board.
Come around, Mr. Binns.
We are glad to see you.
Mr. GAMBLE. We have seen you before in Washington.
The CHAIMAN. Mr. Binns has been before our committee many

times in Washington, and we have him on our witness list today to
discuss housing in the Philadelphia market.

Do you have a statement or do you want to talk off the cuff ?
Mr. BINNS. I would like to talk off the cuff, and I was interested in

seeing what I could contribute in a local way.
The CHAIMAN. Well, you have a vast experience, and we will be

interested in hearing what the situation is on the credit market and
what the outlok is in housing.

Mr. BrNNs. You are concerned primarily with low-rent housing?
The CHAIRMAN. We are concerned with the whole general field,

but knowing your field, I assume you are concerned with the building
of single-home units and all of that, isn't that correct ?

Mr. BINNs. Yes, and apartments, and also pretty much across the
board in the whole field.

STATEMENT OF ARTHUR W. BINNS, PAST PRESIDENT,
PHILADELPHIA REAL ESTATE BOARD

Mr. BINNs. Answering the first question as to the credit situation,
I would say that generally the credit situation is very satisfactory.
Money has been available right along in adequate amounts for all
sound ventures. If there has been any criticism at all, I would say
it was a little bit too available. It has been very loose.
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Now, in the last 90 days we have gotten into a frightful jam with
FHA and GI mortgages, especially what we call the 0 for 30, mean-
ing no downpayment, 30 years. It is available only for veterans. It
isn't available in any other field, and the discounts have been steadily
mounting until there are some records of some GI sales as low as 92,
which, of course, is absolutely impossible. You can't work with such
a discount.

What the long-range reasons for this sudden drying up of mort-
gage money for FHA and GI is, I don't know. It is said to be some-
thing about the credit policies of the Government, but there has been
temporary constriction.

Now, we have one job that has run 2 years, and in this single opera-
tion, 150 houses, we have gone through 2 complete cycles.

First, where they were paying us a point for the money, back to
where we were paying, back to where we were getting, and now down
to where we are paying 1 or 2 points, so that the mortgage money
market for GI's and FHA's is frightfully erratic and is discouraging
to the builder.

But as the great broad general credit situation goes and as far as
conventional loans, I say money was in ample supply over the broad
general picture.

Now, there are tight spots.
Mr. BARRETT. May I ask you a question I think you are qualified to

answer ?
Some of the building and loans are complaining they are getting

a number of houses on foreclosure because the people are not meeting
their obligations. Do you think this is caused by no downpayments.

Mr. BINNS. I have had no samples of that kind of experience, and
in our developments I might have contact with 5,000 units personal-
ly, directly or indirectly, and know something about them.

I have seen no occasion of that sort whatsoever, and the losses in
GI loans with 100 percent mortgages and 30-year terms have been
perfectly amazingly small, a tiny fraction of 1 percent, and when they
occur in most cases they can be immediately resold at at least as much
money as they originally had. There may be some such thing. I
haven't seen it.

The CHAIRMAN. We are thinking of the housing picture for next
year. Let's project the present credit curbs and restrictions of higher
downpayments and shorter terms that have been put down. Let's
project that into the housing picture for next year, and I assume that
builders like you must be making plans soon for what you will be do-
Ang next year.

What is going to be the result of the recently enacted credit re-
strictions on home building next year, 1956?

Mr. BINNs. Sir, I don't know that my colleagues would agree with;
me, but my answer personally would be wholesome.

The CHAIRMAN. Do you believe that you will be able with these
restrictions, considering the fact that you have cut out a lot of the
lower-income people who can buy the cheaper houses, do you believe
that you will be able to attain 1,200,000 units next year?

M r. BINNs. I would tend to think that it might dampen that a
little, slow it down, but I would also think it might be in the interest
of sounder overall economy.
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The CHAIRMAN. I am interested in that. It is difficult for me to
understand how anything could be in the interest of sound overall
economy when there are so many people still wanting houses. You
don't have any difficulty selling houses, do you ?

Mr. BINNs. We do, sir. We have lots of trouble.
The CHAIRMAN. In what price range?
Mr. BINNS. Under $15,000.
The CHAIRlMAN. What is the trouble; they want the houses but

don't have the money to get them?
Mr. BINNs. They are just not buyers. The market is saturated.

We have one development in Wilmington, a little south of Wilming-
ton, Del., in the middle of one of the greatest and most rapidly
expanding industrial areas in this Nation, and we have had houses
standing as much as 6 months, unable to sell them.

The CHAiRMAN. Let's you and I get together and see what you mean
by "saturation." You are not telling the committee you have more
houses there than the people need ?

Mr. BINNs. I am saying precisely that.
The CHAIRMAN. That you have built more houses than they need?
Mr. BINNS. At the moment.
The CHAIRMAN. Is the need based on the ability to pay or just no

families to go in them?
Mr. BINNS. If you give them away, you can always give more.
The CHAIRMAN. I don't mean that.
Mr. BINNS. I mean under reasonable terms.
The CHAIRMAN. You realize if the housing market is saturated and

everybody has all of the houses they need, we should repeal FHA and
GI; do you agree with that?

Mr. BINNs. No.
The CHAIRMAN. Let's get the facts, then.
Mr. BINNS. I say, we have a rapidly expanding population; we

have a rapidly expanding demand. In almost every case that I know
anything about, after awhile, a few months, the demand appears ade-
quate to mop up the supply, but in nearly all of the developments
that I am familiar with, the rate of sales has tremendously decreased
in recent months. In other words, the point at which the supply
equals the demand is much closer now than it was 2 or 3 years ago.
Two or three years ago if you had a development, you would have it
all sold before you had your sample house up. Today we will com-
plete a development and wait months before we complete the liquida-
tion of the houses.

The CHAIRMAN. Of course I am not talking of the same situation we
had after World War II when everybody came home without any
house and when we built them helter-skelter everywhere. I am talk-
ing about a present expanding market as you say with an increase year
after year in population.

Mr. BINNS. Yes.
The CHAIRMAN. And I am trying to find out from you whether or

not the curtailment or the so-called saturation in your mind is brought
about by lack of reachable mortgage credit or whether it is brought
about by the lack of need for the houses on the part of the people.

Mr. BINNs. There is certainly need for a million houses, maybe
1,100,000 houses. There is certainly no need for 2 million houses a
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year. Somewhere in there is the point at which the flow of demand
equals the flow of supply.

The CHAIRMAN. You wouldn't want to see the houses fall off under
a million, would you ?

Mr. BINNs. Certainly not. I wouldn't want to see them fall over
1,100,000 or 1,150,000 or maybe 1,200,000, but I don't see a need to
expand to 2 million. In other words, it is somewhere in this range,
and we are not too far from it at the present time.

Mr. BARRETT. Mr. Binns, I was always taught there was no such
thing as overproduction. It is underconsumption that causes the over-
production, and the overproduction is caused by the lack of sufficient
income.

In other words, if we give those families who desire and need a home
of the type you are speaking of, they would buy them.

Mr. BINNs. That is correct, and that to an amazing extent has been
done. In one development of ours in West Philadelphia in a not
too good Negro area we recently made a canvass of the income per
family, and the lowest income per family in the whole development
was well over $100 a week, and that is in very low rent stuff.

Now, the rise in earning power of the low income families, at least
in the industrial areas in the North has been phenomenal in recent
years.

The CHAIRMAN. Mr. O'Hara.
Mr. O'HARA. No questions.
The CHAIRMAN. Mr. Gamble.
Mr. GAMBLE. Is this lack of sales and difficulty of sales spotty

throughout the United States; in other words, in places; some places
overbuilt; some places underbuilt still; some places still need houses?

Mr. BINNs. I don't know that I am an expert in that, but my friends
in California tell me they can't begin to meet the supply in some sec-
tions of California.

Mr. GAMBLE. NOW, where you are having difficulty in making sales,
is that because of lack of money ?

Mr. BINNS. Any factor which increases sales resistance is a con-
tributing factor, and one of them is lack of money.

Mr. GAMBLE. Well, is there potential population to absorb these
houses in these particular locations

Mr. BINNs. Yes, they are all sold now, every one of them, but it
took us months to do it.

I am simply indicating that it looks to me as though the point of
supply equaling demand wasn't too far off.

Mr. BARRETT. Mr. Binns, in what area are you speaking of now,
where these number of units weren't rapidly purchased?

Mr. BINNs. They were actually at Newark, Del.
Mr. BARRETT. What industries do they have contiguous?
Mr. BINNs. For heaven's sake, they have everything. The big

Chrysler plant is right next door to it. The largest tank plant in
the world. Tidewater Oil Co. is now building a refinery that I think
will be the largest refinery in the world.

Shell Oil people have just started.
DuPont has moved half of their office buildings from Wilmington

down there, and it is the heel or the toe of what we call the Delaware
Valley, Inc.
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Mr. BAmRETT. At the time the units were built, was industry in full
swing?

Mr. BINNs. We had a little slack. Tidewater was shut down.
Mr. BARRETT. Is this lag in the purchasing of homes due to lack

of employment?
Mr. BINNs. Here is a little town of 5,000 people population, and

over 3,000 new houses built in the area. Now, it just takes a little
while for 3,000 houses to be absorbed.

Mr. BARRETT. Relative to the California situation you just men-
tioned, is migration the cause for the need for homes out there?

Mr. BINNS. Yes.
Mr. BARREr. Of course the small population accounts for the lack

of need for purchasing homes there.
Mr. BINNS. I would certainly hope nothing would happen to the

FHA or GI program, and I think we ought to go ahead full of faith
and confidence, but I just say that personally I think a light foot on
the brake isn't going to do too much harm. Perhaps every other
builder would disagree with me, but that is the way I feel.

I want to say something about low-cost housing, if I can.
Mr. BARRETr. Just one question.
Does this light foot or light touch cause any cutback in industry or

employment ?
Mr. BINNs. Again I am not qualified, but I suppose if it would stop

any building construction, it would reduce employment. If it would
be reflected in heavy industry, I don't know.

If I may, Mr. Chairman, I would like to say something about the
whole question of low-cost housing.

I saw in the paper yesterday that you had discussed that, slums,
and so forth.

That has been my great interest through the years, and since the
various agencies of Government passed a death sentence on private
enterprise in the field of low-cost housing, we have seen a very rapid
reduction in the number of rental housing at what we call low rents.

Now, low rents, we will say, is under $50 a month, something like
that. Obviously, no private enterprise can compete with tax-free
100 percent Government subsidized housing across the street.

The CHAIRMAN. No private enterprise can compete for building
houses for people who don't have the money with which to pay a rent
that will pay a fair return on private enterprise development. I
agree on that, but not beyond that.

Mr. BINNs. How, sir, was it done through the years before we ever
heard of public housing?

The CHAIRMAN. How is that?
Mr. BIns. How was it done for years and years before we ever

heard of public housing?
The CHAIRMAN. Well, in my country they lived in shacks, in dumps.

I don't know how it is any place else, but that is where they lived in
my country.

Mr. BINNS. Didn't the mayor say they still live in shacks and
dumps yesterday?

Mr. BARRETT. May I interpose this?
Right here in Philadelphia before we obtained public housing,

4 and 5 families were living in a 1-family home.
68692--55-t. 1---28
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Mr. BINNs. I understood the mayor said yesterday they are still
doing it.

Mr. BABBETr. I would say they are because the population has in-
creased, and hence the need for public housing.

Mr. BINNs. I do not know of a single rental housing unit built by
private enterprise, a single house, renting for under $50 a month in the
last 10 years. We, for instance, were largely in the rental-housing
business. We have retired from it entirely. Everybody else has
retired from it as far as I know. You cannot live with a rental control
that freezes rent for 13 years and with taxes up perhaps 30 to 50 per-
cent, and with expenses of operation doubled. Now, there is just such
a thing as sanity. If you want to destroy the supply of rental housing,
you are on a beautiful program to do it, and public housing, which is
expanding with 10- and 15-story elevator buildings, all over the place,
and which is 100 percent subsidized as to rent, maybe 80 percent as to
taxes, there is no possibility of any private enterprise, and what hap-
pens is, of course, that for every 1 public unit, there are 10 private
units discontinued, so you take 1 step forward and 10 back, and your
condition constantly gets worse.

Now, you asked a very pertinent question. You said that private
enterprise cannot build for low-rent housing, and that is correct, it
cannot build new houses, but what it can do is just what you were
emphasizing a minute ago, build a vast number of new houses for
people that can afford it.

Now, what happens is that people in lower houses, second- and
third-hand houses, move to those new houses. The old houses which
are perfectly good and sound and in no sense shacks are available and
by a step-up process by which the depreciation is washed off in a sort
of corporate policy, a corporate growth, the housing health of the
entire community steadily comes up if left alone, but when you have
a death sentence against it, then you reverse that cycle and you feed
from the bottom up and your condition constantly gets worse.

Now, that is a fact. That is not a theory. I have stood and
watched it.

The CHAIRMAN. Mr. Binns, I have regarded that as a trickle-down
theory.

Mr. BINNs. All right, call it down.
The CHAIRMAN. I can't quite see the logic of it but I don't want to

argue. I have had you before the committee before. You and I
know one another's viewpoint, and the committee does. We appre-
ciate your viewpoint, but I don't see how that will be the answer to
the slums in Philadelphia.

Mr. BINNS. It isn't a viewpoint, it is what I have seen happen.
Mr. GAMBLE. Well, didn't you have plans along those lines 2 or 3

years ago?
Mr. BINNs. We did thousands along that line.
Mr. GAMBLE. YOU testified as I remember before Banking and Cur-

rency on what you thought could be done.
Mr. BINNs. Yes.
Mr. GAMBLE. And you did go ahead.
Mr. BINNS. Until we were shut down and we can't function any

more.
Mr. GAMBLE. Is that on account of rent control?
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Mr. BINNs. Rent control and public housing. In other words, we
are now socializing our whole housing picture. We have exiled pri-
vate enterprise and you are now moving toward France and England
in the same particular area.

The CHAIRMAN. You think VA guaranties and FHA are socialism?
Mr. BINNs. I don't think so.
The CHAIRMAN. In other words, it all depends on the attitude of

the fellow involved.
Mr. BINNS. If I am getting something out of it; it is all right.
Mr. BARRETT. Now, we have a great deal of respect for Arthur

Binns, and I think the people in Philadelphia have, too, and I think
you know rent control has done a tremendous job to protect those
people who are desirous of low-rent housing. I know of a hundred
cases I can put my finger on, and probably you know of thousands,
where if we didn't have some sort of controls, those poor people,
Negroes and people in the minority groups would have paid more for
the low-rent homes than some of the people would have paid for the
palatial homes.

Now, how could we protect them?
Mr. BINNs. You never heard my voice raised against rent control

when there was an excess of demand over supply.
Now, when we have a 4 or 5 percent vacancy throughout the city,

the situation is completely different.
It is possible for a national economic determination of rents. If

a person doesn't like it, they can move some place else, and the land-
lord will be empty. You have now an excess of supply over demand,
and the situation is entirely different.

Mr. BARRETT. I can't find that supply over demand. I have been
looking for it for some time, and I have been dealing with these
people, helping them to locate elsewhere.

Mr. BINNs. We had a loss of something like 40,000 that we pre-
sented to J. Smith at the time the local rent control was declared
unconstitutional. You can't find something that is worth $100 for
$20, but you can find something that is worth $25 for $25.

Mr. BARRETT. I will tell you what we find: Locations where there
are 2 or 3 chairs put in and people saying, "We will rent it to you as
being furnished."

Mr. BINNS. Every trick and every fraud in the trade has been prac-
ticed. There is no question about that.

The CHAIRMAN. Mr. O'Hara, do you have any questions?
Mr. O'HARA. Mr. Binns, are you providing housing for the Negro

group?
Mr. BINNs. Mainly, our low-cost field is the Negro group. We

have over 3,000 that we have set up in one form or another for Negro
families.

Mr. O'HARA. Well, is that a district entirely for Negroes?
Mr. BINNs. We don't have tight segregation in Philadelphia, but

we have broad general Negro areas and most of these happen to be
in the great Negro area of West Philadelphia.

Mr. O'HARA. Well, let me understand. The 3,000 that you are
providing, is that in an area where practically all of the people are

Negroes ? 5 percent.Mr. BINNS. 95 percent.
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Mr. O'HIAA. Now, I was rather surprised to find in New York and
in Philadelphia here that in many of the new areas it is impossible
for a Negro family to have his application favorably acted upon.

Mr. BINNs. I believe that is true.
Mr. O'HARA. And in Philadelphia, 1 out of 4 of the families are

Negroes, 25 percent of the population.
Mr. BINNS. You probably are more accurately informed than I am,

but that seems about right.
Mr. O'HARA. Now, what would you say the percentage in Phila-

delphia is of families of incomes less than $5,000 a year
Mr. BINNS. It would be very high, maybe 85 percent.
Mr. O'HIAA. Now, are you providing housing within the means of

families in that group?
Mr. BINNs. Yes; I think we could comfortably provide housing for

families as low as $2,500 or maybe $2,000 a year, through old houses.
Now we can't build any houses. There is no possibility of building
new houses, not at today's $3 and $4 an hour trade rates, but we can
get an old house, good masonry house, thoroughly renovated, new
facilities, and maybe sell it for $3,000 to $4,000.

Mr. O'HARA. How many houses in Philadelphia can you repair and
sell at $3,000; as many as a thousand?

Mr. BINNS. Oh, my gracious, I was going to say 50 percent of the
half-million. That may be high. The last figures I saw was there
was something like a half-million separate homes. This is the city of
homes. I would say fully half of those were structurally sound, good
houses, and I would say perhaps half of those could be sold under
$5,000.

Mr. O'HARA. Well, take a structurally sound home; it is old and it
needs repairing and modernization; how much would that cost to make
it comfortably livable ?

Mr. BINNS. Well, it would cost about three times as much as it used
to.

Mr. O'HARA. In dollars and cents.
Mr. BINNs. It depends on the condition of the house, but $1,000 to

$1,500 will usually put an old house in pretty fair shape.
Mr. O'HARA. And then a house put in good shape would be open to

anybody who wanted to purchase it, whether he was Negro, Caucasian,
or what he was

Mr. BINNs. Let me understand that question.
Are you saying that we would put into any area a Negro or a white

family if that family qualified? Is that what you are asking me,
when you say open to anybody?

Mr. O'HARA. My basis of qualification is character, habits, all of
that sort of thing. It doesn't go to the color and race and all that
sort of thing. Is he a good man? Does he obey the law? Does he
respect his God?

Now, if a man of that high character wants a home and circum-
stances within his financial means, can he find it in Philadelphia?

Mr. BINNs. Yes; the answer to that question is "Yes." I am glad
you didn't ask me the first one.

Mr. O'HARA. Yet the people who have the responsibility here in
Philadelphia of relocation come before this committee and tell us it
is a problem they can't handle. They tell us in New York it is so bad
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they sort of bribe them. They give them $500 or $1,000 to relocate
themselves.

Mr. BINNS. I, sir, do not know of that condition. It may exist. I
have never seen it. As far as we are concerned, in our 30 years of
practice, we have never had a responsible, decent Negro judged on the

asis of the character which you have outlined that we couldn't place
in a good home at a good value in a convenient neighborhood. I don't
think that is typical of many cities. However, I only can tell you my
personal experience.

Mr. O'HARA. You, as I understand, are very strongly opposed to
public housing.

Mr. BINNs. I am.
Mr. O'HARA. And rather than build public housing, would you put

on the streets people who are not able to buy or to rent such private
housing as is available?

Mr. BINNs. It is my belief that public housing is putting people on
the streets because it is drying up the total supply.

Mr. GAMBLE. You say it is putting them on the streets?
Mr. BINNs. Yes; it is drying up the total supply. To whatever

degree there are such conditions as you refer to, which are greatly
exaggerated in all of the press statements I see, it is the product of the
diminution and disappearance of private enterprise in the field because
of public enterprise.

Mr. O'HARA. I believe you are having in Philadelphia now a drive
for the community chest.

Mr. BINNs. That's right.
Mr. O'HARA. I have seen these placards, and I thought they were

very forceful. Here is a man carrying another man, and the slogan is,
"The load isn't heavy. He is my brother."

Now, do you subscribe to that philosophy ?
Mr. BINNS. I do, and I certainly don't take second place to you or

anybody else in that position.
Mr. O'HARA. Do you agree that up to this time private housing has

not brought housing within the means of many people?
Mr. BINNs. You can always give money away. If you can show me

that public housing would provide an overall solution to our problem,
I would be for it. I believe it is a destructive process that is not
increasing but decreasing the total overall supply, and I believe it is a
spiral which ends in complete failure, and I can take you to England or
France and show you what has happened. Public housing is a para-
site. It sucks at the veins of taxpaying enterprise. Now, a parasite
can only suck so much blood out of the thing that it lives on before that
thing dies. Now, sooner or later the source is going to disappear.

Mr. O'HARA. Now, in France there was a revolution. There were
those in a position of affluence who thought that to give a little some-
thing to the people underneath was a little bad. Now, are you taking
the position of the nobility before that French Revolution? Are you
taking the position that anything is destructive that broadens the
horizons of those below our economic status?

Mr. BINNs. I think your premise is completely unsound. It has no
bearing on the matter before us at all. I am interested in getting a
supply of housing, and I say that the way to do it is a sound productive
way rather than a restrictive way.
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Mr. O'HARA. While you are quarreling over technique and pro-
cedures, I am thinking of the humans that need housing and have not

the means to buy or rent that which now is available. Let's get to
them.

Mr. BINNs. That is the foundation of my position. One more
thing and I will shut up.

Agout rent control, in 13 years we haven't been able to get through
any rent-control board one single rent increase while our costs have
doubled, and taxes by reason of inflation and whatnot have increased
about 30 percent. We have tried many, many times. Now, in all
honesty, do you think that that would promote development in rental
housing business?

The CHAIRMAN. Of course what you are talking about is not Federal
rent control. That was repealed in 1953.

Mr. BINNS. Partly. We were under Federal rent control until
repeal. I am talking about from 1942 on.

The CHAIRMAN. That was in the past. Do you have rent control
in the city of Philadelphia now ?

Mr. BINNs. Yes.
The CHAIRMAN. Not by the Federal Government.
Mr. BINNs. Incidentally, where rent control has been eliminated in

the surrounding counties rents have decreased.
Mr. GAMBIE. Is that under a State law or city law ?
Mr. BINNS. City law, where the city ceases the power to take prop-

erty; totally unconstitutional, and delights in it.
Mr. BARErT. I don't think that is altogether right. Federal control

gave you a fair net operating revenue. The city rent control now
gives any owner an opportunity to recap any investments, any ex-
penditures he makes for repairs.

Mr. BIN s. Try to get it.
Mr. BARRETT. And if he didn't do that, there would be a tremendous

gouging going on in the low-rent housing category. Now, certainly
somebody has to be fair in these situations.

The CHAIRMAN. Yes, Mr. Ashley?
Mr. ASHLEY. You say that the slum picture in Philadelphia is

greatly exaggerated. I wonder if you have seen the map that was
made available to the committee yesterday.

Mr. BINNs. I saw it in the paper this morning.
Mr. AsHLT. I wonder what percentage of your low-rent housing

activity takes place in the areas which the mayor has designated has
slums ?

Mr. BINNS. I don't know.
Mr. AsIHir. You don't know that at all?
Mr. BINNS. I don't have that information at all. I know our public

housing friends have a habit of taking a terrible old house and saying,
"This is typical of everything." It isn't typical at all. The average
housing in Philadelphia is very good.

Mr. ASHLEY. Just to get the terminology straight, when you say the
public housing advocates, you mean those people that support 35,000
public housing units a year out of a total of 1,200,000 new housing
starts, is that right?

Mr. BINNs. Well, you are talking about two different things. We
are not discussing at all new houses in suburban areas. We are talk-
ing about slum clearance, low-cost housing in the city areas.
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In that field there are no new starts, nobody whatever. You can't
show me one single private enterprise in that field in the entire area
of Philadelphia, and I don't think you can show a dozen in the United
States. It is out of the market. Private enterprise is finished.

Mr. AsHLEr. Well, you are finished in that area. There may not
be new housing starts but there are people who are interested in reno-
vation in areas that need it.

Mr. BINNs. Maybe 5 or 10 percent that were formerly.
Mr. ASHLEn Do you believe, Mr. Binns, just as a final question, that

a stable economy is predicated and is inseparable from an expanding
economy?

Mr. BINNS. No, I don't.
Mr. ASHLEY. You think it is possible to have an economy that floats

along on an absolutely even keel despite the fact that you have almost
a million new workers a year coming into the labor market?

Mr. BINNs. No, I don't. I think you have either got to fly this
airplane pretty fast or it will crash.

Mr. ASHLEY. Then you do believe in an expanding economy?
Mr. BINNS. Absolutely.
Mr. ASHLEy. For how many years do you think we could go along

with a million new housing starts a year and have an expanding
economy

Mr. BINNs. I think we ought to step it up year after year.
Mr. ASHLEY. You think we ought to step it up?
Mr. BINNS. Yes. I don't say anything about a long-term process.

I was talking about this situation right here for 90 days and right at
the moment.

Mr. ASHLEY. You weren't talking about 90 days when you said we
should stay away from 2 million new housing starts a year ?

Mr. BINNS. Let's be reasonable. What I mean is that right at the
moment that perhaps there may be a little tendency to overbuild, a
little tendency to too much growth too rapidly, and it may not be
wrong to slow it down just a little, but as far as flattening that curve
out with a country that is growing at the rate of ours, with the vast
increase, that would be insane. We have to move up. Maybe we will
be building 2 million by the year 2000. I am not wise enough to
know, but I do know that only by the dynamics of motion, only by the
rapid growth and expanding economy, can we possibly maintain pros-
perity, and there is no question about that in my mind.

Mr. ASHLEY. That is fine.
That is all, Mr. Chairman.
The CHAIRMAN. Thank you, Mr. Binns.
Mr. BINNs. There must be some things we agree on.
The CHAIRMAN. We always enjoy having you before our committee.

We don't always agree with you, but you help us to shape legislation,
and we appreciate you taking your time to appear.

Mr. BINNS. Maybe I can cast a little light on the other side of the
figure.

The CHAIRMAN. You ought to be a lawyer instead of a builder.
Thank you very much for coming.
The committee is going to stand in recess for 5 minutes while we

stretch our legs.
(Short recess taken.)
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The CHAIRMAN. The committee will please be in order.
The next witness is Joseph Aylsworth.
We are glad to have you, Mr. Aylsworth. I see here you are in

the mortgage business, and we want you to discuss the housing credit
and the mortgage market.

Do you have a statement?
Mr. ALswoReT. Yes.
The CHAIRMAN. We would be glad to have you read the statement

or comment on it, either one you desire.
Mr. AYLSWORTH. I was told that you wanted me to cover primarily

three points and they are, one, the effect of any of the new regulations
on the FHA and VA mortgages, the second, the availability of funds,
and third, the question as to whether or not in our opinion the area
is being overbuilt.

Mr. CHAIRMAN. That is right.

STATEMENT OF JOSEPH AYLSWORTH, MORTGAGE ASSOCIATES,
PHILADELPHIA, PA.

Mr. AvLSWORTH. In arriving at my thoughts I have contacted most
of the mortgage companies in Philadelphia. I have talked this over
with the heads of each, and what I have to say is pretty much the
cross section of their opinions, and I might say that in most cases
everyone was pretty much in agreement.

Our first question was the effect of the new regulations and, being
more or less in the residential mortgage business, I assumed that you
were referring primarily to the increase in the downpayment require-
ments on FHA and VA loans.

The CHAIRMAN. That is correct.
Mr. AYLSWORTH. Of approximately 2 percent, and the shortening

of the term from 30 to 25 years.
The CHAIRMAN. Right.
Mr. ArLSWOnTH. Now, it was pretty much the consensus of opinion

that at the present time this change in the regulations had in no way
affected the market.

Now, this is primarily because of the shortage of money and because
of the fact that as money became tight, most of your investors, such
as life-insurance companies, mutual savings banks, and other types of
investors, had already begun to cut back and became more discrimina-
tory in their demands and were requiring mortgages of 5 or 10 per-
cent down and on shorter terms.

The CHAIRMAN. Well, before you get into your statement, thenI will ask this question:
You say it was because of the general tightening of the market andnot the regulations?
Mr. AYLSWORTH. That's right.
The CHAIRMAN. Well, what tightened the mortgage market?
Mr. AnswonTH. I would say the general Government policy on the

tightening of credit with the banks.
The CHAIRMAN. The new discount rates of Federal Reserve thatwent into effect that had its effect on the market?
Mr. AYLWORTH. Yes; and the pushing down of your Government

bonds on the market and all of those things tended to cause this
tightening.
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The CHAIRMAN. Failure to support Government bonds at par, low-
ering the discount rates, and so on?

Mr. AYLswORTH. That's right.
The CHAIRMAN. All right; you may go ahead with your statement.
Mr. AnLSwonTH. I find that the majority of the companies feel

that should money become free and easy again, as it was a short while
ago, that unquestionably the change in your regulations would have
some effect on the volume of mortgage loans and return on the sale
of houses. They felt, however, that your biggest effect would be by
reason of the shortening of the term rather than the 2-percent down-
payment requirement.

If you take a $10,000 mortgage and you reduce its term from 30 to
25 years, it makes a difference of about $5 per month in the monthly
payment, and that means the borrower has to earn about $30 or $40
more a month in order to carry that loan. That is where it will have
its greatest effect.

Most of your mortgage companies are of the opinion, however, that
we would have a better mortgage setup if some downpayment were
required, and most of them seem to feel that a 5-percent down, 25-year
loan, should be maximum.

Now, that is from their own personal standpoint and probably the
ease in placing such loans might influence their judgment.

I know from our own experience, and I know this has been corn-
firmed by others, that on your 30-year, no-downpayment mortgage,
which we have had up to recently, unquestionably the credit picture
of the borrower was a lot weaker than when you had even a very
small down payment.

It seemed that if the man could put a 5-percent downpayment on a
mortgage, his credit picture was far superior to the man who could
not. His job was better. He had been working more steadily. He
had a little something in the bank, and he didn't seem to have the
loans and so on down the line.

The CHAIRMAN. That is the man who put the downpayment ?
Mr. ALswoRTH. A small downpayment.
It didn't seem to matter how much as long as there was some. He

seemed to have a better picture. When you came to a 30-year, no
downpayment, you were in effect scraping the bottom of the barrel,
and a lot of people were buying financing rather than housing.

The CHAIRMAN. Of course, as a mortgage banker, Mr. Aylsworth,
you naturally have a little different viewpoint from what you would
have if you were sitting up here as a Member of Congress. I am
sure each of us is aware of that. Therefore, this comes to mind
when you say that: The people we are trying to get to in this country,
the Congress, and the people generally, is that fellow who maybe
doesn't have that good credit picture you are talking about, and
then I ask you this: Among those 30-year, no downpayments there
has been a very very small ratio of those who have failed to pay;
isn't that correct?

Mr. ALSWOaTH. That is true; our delinquency record and every-
body's delinquency record so far has been exceptionally small. You
will find it will run nationally between 1 and 2 percent, which is a
very small percentage, and that fluctuates because in those figures
they will take a 30-day delinquent and throw that in there. In our
company we consider 30 days or longer as delinquents. That can
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fluctuate because you may have a group that for some reason or other
are late 1 month and then up to date.

The CHAIRMAN. It is your feeling that the increase in the amount of
carrying charges per month will be reflected more in the ability to
buy than would be the small percentage of down payment ?

Mr. AYLSWORTH. Yes, sir.
The CHAIRMAN. All right; go ahead with your statement.
Mr. AYLswoRTH. Along with that, only 1 company reported they

had any difficulty on 30-year, no-downpayment loans, and they were
one that financed several large minority housing developments, and
they were having considerably difficulty.

This was not 2 or 4 percent but way up; he mentioned pretty nearly
as high as 18 percent.

Mr. BARRETT. Is it your opinion, Mr. Aylsworth, that if a person
doesn't have a downpayment, he is more likely to walk away from
his obligations

Mr. AYLSWOTH. No, sir; it is not, because certainly our experience
over the past years has not shown that. I have been a little bit
on both sides of this fence in the sense that I have originated mort-
gages and I have also at times been purely in a brokerage capacity
trying to sell them. And you use different arguments on each side.
People have said even with FHA a 10-percent downpayment as we
used to have, that is not enough. But experience has shown if a
person is the right type of individual, even with no downpayment,
he seems to appreciate that is his home and he protects it and in
most cases if you follow up in later years, you will find even though
he has put no money in it in the beginning, he has made lots of im-
provements to the house. I think it goes to the point as to whether
or not the man is the right type of individual, so I wouldn't say that,
but I do say that so often the man that wants the no downpayment
loan is the man of the weaker credit.

Mr. BARRETT. Would you say this: Even though you consider him
a man of weaker credit, it would give him a better opportunity to
increase his standard of living by taking the little savings he has
in order to buy furniture and appliances necessary to elevate his
standard of living ?

Mr. AyLsWORTH. I have got to agree with you there, that is right,
but it still goes back to the fact that a lot of individuals that have
taken advantage of this, even though they didn't put any money in
the propery, they must still go out and buy a lot of things that perhaps
they shouldn't, and build up their credit.

Mr. BARRETT. You have probably heard it said here that most of
the loans or a great portion of them are paid off in about a 10-year
period.

Mr. AYLSWORTH. That is correct.
Mr. BARRETT. Can you differentiate between the man who has a

downpayment and the man who does not have a downpayment as to
what number of years he cancels out his obligation

Mr. AYLSWORTH. NO, sir; I have no figures on that.
The next point that I wanted to cover was the availability of mort-

gage money, and I think that that can be broken down into four
categories:

1. the availability of money for the so-called spot loans which would
be the FHA or GI mortgages on individually used houses, scattered,
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and we designate from spot loans to a housing development where
you might have 50 houses in a row, and you would get 50 mortgages.

2. The financing on a large housing development.
3. The construction money.
4. Warehousing.
Now, the companies were fairly unanimous that the market for the

so-called spot loans is pretty nearly nonexistent.
Now, out of the group contacted there were two companies which

stated they had some market for the so-called spot loans. In both
instances these companies represented exclusively specific insurance
companies that were still in the market. One company represents
one of the large companies, and that is their only source. However,
they are taking all they can give them.

The other company represents four smaller life-insurance com-
panies, which are all taking them on a somewhat conservative basis,
but they are taking them.

The balance of the companies admit that they have actually no
market for the so-called spot loans today.

Now, it is true that you will find they will sell one from time to
time, but I am talking about any kind of volume. You will find
that 1 or 2 companies are taking loans, they are accepting applications,
I should say, either on a settle-when-sold basis; in other words, they
will agree to take the application, process it through to a commit-
ment, but they will not settle the loan until they can find a permanent
holder for the mortgage, and then there is another that is taking,
on a very selective basis, loans, warehousing them, putting them in
their own inventory, holding them until they feel that they can sell
them at a later date.

Pretty much unanimously the market for spot loans is exceedingly
tight.

Mr. BARRETT. Just one question before you go on. In parceling out
the loans, the warehousing loans, at what point does the banl: start
to parcel out loans?

Mr. AYLswoRTH. I don't quite follow your question, sir.
Mr. BARRETr. When he puts that loan in his portfolio, when will

he parcel it out, at what point
Mr. AaLswoaTH. Well, he will try to sell that loan if it isn't sold.

Certainly we do it, and I am sure the other companies do the same
thing. We will try to sell it immediately, but I think most of us
realize today that that is a pretty hopeless job, and though we will
attempt to sell it, we don't anticipate we will have much success, at
least not in the next 30, 60, or 90 days, until we see some change in
this market.

Now, your next category under the availability of mortgages was
your larger housing developments, and again we find that we have got
a very tight market.

There is only one company, and that is the one which I have men-
tioned previously, that represents a large insurance company, that
can actually give out commitments on a large development of houses.
They will give a commitment at a price of 99 to 991/ for FHA or
GI mortgages, and in most instances will take the maximum terms.

One other company said that they could get a commitment on a
limited amount for a selected builder on a 10-percent-down, 25-year
basis, on GI's.
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The rest of the companies state that they have no source at the
moment to get commitments for a large-scale housing development.

You will find that one of the larger companies are willing to issue
their own commitment at a cost of 1 percent to the builder, and
they have an agreement with the builder that in some instances they
have the right to sell those loans out as low as 95.

In one instance they have the right to sell them at whatever the
market might be within a period of 1 year, and the builder must stand
the discount.

However, if the builder in the next few months is able to find
someone himself that will take that commitment at a better price,
they will assign all of the information over to him.

The company retains the 1 percent as their service fee on it. But
that is somewhat of an unusual case.

Now, what I am talking about is your commitments primarily for
mortgages for the home buyer, the permanent financing.

Now, in your developments in most cases you need construction
money, and to obtain construction money, you need what is known as
a firm takeout commitment, and a firm takeout commitment is one in
which the ultimate buyer may be an insurance company or a bank
or whoever it might be, states that they will, upon satisfactory com-
pletion of the house, take the mortgage of the builder or a satisfactory
bona fide home buyer. In other words, it completely bails out the
institution that advances construction money, and again every mort-
gage company but one stated that at the moment those commitments
were impossible to get.

Now you come into construction money, and you find that again they
say that construction financing is tight. I know in Philadelphia they
say there are several financial institutions which specialize in con-
struction financing, and you will find that for all practical purposes
they are out of business. They probably won't say so, but you will
find it is extremely difficult to get, and that is even if you have a
firm takeout commitment, which is also difficult to get.

As far as your outstanding construction loans are concerned, I
have not heard that there has been too much difficulty. You do hear
once in awhile of a building job that is in difficulty, some difficulty.
However, you will find in most cases your construction loans have
been slowing up. I mean slowing up in their ultimate payoff. I know
in our own situation that is primarily because there has been some
slowing up of sales, and the average builder will slow up his construc-
tion or his completion of his houses and keep pace with his sales so
that his job doesn't just sit empty. However, there doesn't seem to
be any real emergency as far as that is concerned.

Now, the fourth item under the availability money is our ware-
housing facilities, which is a very important part of our business be-
cause the average mortgage company couldn't operate without it.

There is hardly a mortgage company, if any, in the city of Phila-
delphia, that would have sufficient capital to carry all of the loans
which they manufacture until they can get them in the hands of the
ultimate purchaser, and we must have warehousing facilities for that
purpose, and I think we should differentiate here between our type of
warehousing, which is strictly short term in most instances, and I
might say simply a business short-term loan as a manufacturer might
have on inventory or on the purchase of supplies against the type of
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warehousing facilities which have been set up in New York by some
of your buying banks, and I mention the Institutional Securities
Corp., which set up the $250 million warehousing fund which was to
be used by the savings banks in New York State to purchase mort-
gages now or to commit for mortgages now with the thought that
they wanted them a year from now.

I think that there is quite a difference in the two types of accounts.
Ours is primarily a short-term economic turnover situation. You will
find that any mortgage company in the settlement of the loan must
use their own funds. And it takes between 30 and 90 days to get
those mortgage papers in shape to deliver to the ultimate purchaser.
You must get your mortgage off the record. You must get your title
policy. You must get your loan-guaranty certificate from the Vet-
erans' Administration or your endorsed bond from the FHA. All of
these things take time, and during that time you must have facilities
to carry that loan.

Now, all of the companies except, again, one, say that their ware-
housing facilities are tight. Most of them need more money right
now, and they can't get it.

A number of the companies mention that pressure is being put on
them by their banks to continue to reduce their warehousing accounts,
reduce their outstanding loans.

The CHAIRMAN. As we get it, Mr. Aylsworth, there are three types
of warehousing, first the uncommitted warehousing, second, the com-
mitted line, and I assume that is what you do-

Mr. ALswovTH. Well, we cover both, sir.
The CHAIRMAN. And third, of course, is the institutional committed

loan. You cover both the committed and uncommitted line of ware-
housing but not institutional warehousing ?

Mr. AvLSWOTH. No, sir. In the committed and uncommitted line
most mortgage companies usually run where they have a certain per-
centage of their warehousing that can be for uncommitted loans, and
in going over and talking with these various companies in Philadel-
phia, I find that your total warehousing accounts in Philadelphia
will total today better than about $60 million. I think I am being
fairly conservative on that. And I would say of that amount, between
10 and 15 percent-and this is a hard figure to get-would be cov-
ered, unsold loans.

The CHAIRMAN. You, of course, are aware of the Federal Reserve
Board in New York's crackdown or left-handed approach to the
bankers about warehousing generally?

Mr. ALSWORTrH. Yes, sir.
The CHAIRMAN. It was a suggestion maybe that was bad. You

say it is an essential ingredient of the mortgage business ?
Mr. ALSWORTH. Yes.
The CHAIRMAN. Secondly, what do you think of the suggestion of

Federal Reserve that it be curtailed ? What effect would that have?
Mr. AnLSWORTH. I think it would have a very decided effect on the

volume of our business.
The CHAIRMAN. You mean the general mortgage business on homes?
Mr. AYLnWORTH. Yes, sir, because if our warehousing facilities were

curtailed-and frankly we are being told, "Let's get the amounts
down"-it certainly hurts our business, and it reduces the volume we
can handle.
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The CHAIRMAN. You paint a dark picture of the credit picture
here in Philadelphia.

Mr. AYTIWORTH. I think it is a dark picture at the moment.
The CHAIRMAN. In other words, at the moment it sounds to me as

I hear you testify that we are getting back to that tight period of
about 1953 and getting there rather rapidly, is that correct?

Mr. AyLSWORTH. I think that is correct; in fact, in some ways I
was trying to look back in giving thought to this over 1953, and it
didn't seem to me in that period we were in quite as tight a position
as we are today.

The CHAIRMAN. Let's put our finger specifically-as I am sure you
can-and without any hesitation on the things that have caused the
tightness today. What is the reason for the tightening of the mort-
gage market in Philadelphia ?

Mr. AYLSWORTH. I think, as we discussed earlier, it is the change
of your discount rate by the Federal Reserve. Your Government bond
market declined, which has tightened up money with your banks,
and by way of illustration we have one bank in New York, a New York
State savings bank, that for one reason or another never went into
the mortgage picture, much to their regret today, and they were a
little Johnny come lately, but they had decided not more than about
6 months ago that they should enter into the picture.

Now, this is a large bank. It is a hundred million dollar bank.
When they decided to go into it, unfortunately their investments were
in Government bonds, the Victory 67-72's, which they were again
unfortunately carrying on their books, as high as 1031/2. The market
dropped off on them to 93. Now, true, the banking department al-
lows them to carry them at par, so they don't have to show a loss even
though we know the bonds aren't worth that today.

Today they can't afford to sell those bonds to buy mortgage loans,
but they should, because frankly their income at the moment is less
than their expenses.

The CHAIRMAN. In other words, they are stuck with Government
bonds?

Mr. AYLSWORTH. That is true, and you will find that in so many
of your institutions. As your prices on bonds go down, your yields
go up, and unquestionably you have competition with mortgage loans
and your 41/2 percent GI or FHA mortgage isn't nearly as attractive.

The CHAIRMAN. Of course I assume that whether you agree with
them or not, you will admit that credit restrictions on housing have
also helped to curtail the market, isn't that right ?

Mr. AYLswoRTH. You mean the new regulations?
The CHAIRMAN. Yes.
Mr. AyLswoRTH. I think they would have some kind of curtailing

effect, but I don't think again it has had any real effect because of
this tightness, which actually slowed up before they changed the
regulations. If I remember rightly, those regulations were changed
about the 1st of July, were they not, June 30?

The CHAIRMAN. Isn't it really true when interest rates on bonds
go up, you enter into a vicious circle; that mortgage rates and all have
to follow ?

Mr. AYLSWORTH. Yes, you do. There is no question about it. Your
mortgages follow pretty closely your rates today.
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The CHAIRMAN. Let me ask this: Isn't it also true that the interest
rates generally, and the mortgage rates follow the Federal bond mar-
ket position?

Mr. AYLSWORTH. I would say definitely they do.
The CHAIRMAN. There is no question about that?
Mr. AYLSWORTH. No, not in my mind.
The CHAIRMAN. Do you agree with me that interest rates and mort-

gage rates are-this is a bad term to use-are manufactured by the
stand the short-term warehousing. I wonder if you briefly could
tell me about it.

Mr. AYLSWORTH. Yes, I do.
The CHAIRMAN. Well, I think you are absolutely correct.
Go ahead with your statement.
Mr. AYLSWORTH. Going on with our warehousing accounts, I men-

tioned that you probably wonder why I am stating that in a declining
market or a tight market these mortgage compares want more ware-
housing facilities, and that is because of two things: (1) all of us have
a number of outstanding commitments which were set up quite a
long time ago, sometimes as much as a year ago, because it takes quite
a while to build some of these developments. These things are coming
to settlement, and we need the money to settle.

Now, another thing that has cropped up is the fact that our ware-
housing accounts-even the loans are sold, and most of them are-are
turning over at a much slower pace than they have in the past. We
find that some companies will just not pay for their loans after they
ship them to them quite as fast as they did before. You might have a
company you would send the papers to today; they would look them
over and pay tomorrow. Now, they let them sit awhile because
money is a little tight, and they want to spread it out.

We have had instances where banks and insurance companies come
to you and say, "Will you hold up delivery 30, 60, or 90 days? We
are out of funds. We will pick them up then."

In 1 or 2 cases I know of outright attempts to get out of commit-
ments altogether.

If you are figuring on turning your warehouse account over in 90
days, which is usually what the banks want, and you are coming up
with institutions asking you to wait another 90 days or holding them,
you can see what happens. It pyramids your warehousing accounts.
That is what is happening in some of the insurance companies today.
At the same time, some companies have tried to get additional ware-
housing facilities.

One mentioned he had an insurance company interested in buying
$5 million worth of loans provided he could hold them for a period
of time. He could not get the accommodations in place, so he had to
turn it down.

I think the last point you asked me to discuss was the fact of whether
or not this area is being overbuilt. It seems pretty much the consensus
of opinion that we are not overbuilt. Though there has been a certain
slowness in the market, most of the companies feel that there is still
a good demand for the good house at the right price in a good location.

One company said this, and I think it is probably true: The need
is gone but the desire is still there. You are out of the emergency
picture, but you have a lot of people that would like a good house in
a nice location if they can find it. I think a lot of your marginal
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developments, your developers that have built great numbers of
houses, which are perhaps poorly designed, poorly built, poorly lo-
cated, are the ones having difficulty today.

One person brought out this, too: Going back to our spot loan situa-
tion, where it is becoming extremely difficult to finance the sale of your
older homes in the city, it is certainly going to affect the sale of homes
in the suburbs, because people living in the city who would like to
move are finding it difficult to sell their home.

To give a personal experience, I just sold a home I was living in for
some time. I noticed the people who came to look in it were living in
areas like Germantown and were interested in buying my house, but
it was always contingent on selling their own.

In two cases I had them agree to buy but they could not get the loan,
and this one chap had been waiting a year to move.

In conclusion, it seems that the primary concern with all of us is
the tightness of money. We don't feel that the new regulations have
seriously affected us as yet, although if we get into a free money
period again, they will have some effect on the market, and lastly,
we are not overbuilt, and there is still a good demand for a good
house, well-priced, well-built, in a good location, and it was also their
opinion that if these credit-that if this tight money policy continues,
that there will be undoubtedly a great decline in housing starts next
year.

One even went so far as to feel that it might be as high as 75 percent.
That seemed pretty high to me, but that was one man's opinion, that
housing starts might be off as much as 75 percent.

Mr. GAMBLE. It sounds awfully high to me.
Mr. AYLSWORTH. Yes.
The CHAIRMAN. Was he in the mortgage business ?
Mr. AyLswonTH. Yes, sir.
The CHAIRMAN. Any questions?
Mr. O'HARA. I am very much concerned with your suggestion

that the tight money market might result in a 75 percent decrease in
construction. Of course that is a serious thing if it should happen.
I think I understand institutional warehousing. I don't qmte under-
stand the short-term warehousing. I wonder if you briefly could
tell men about it.

Mr. AvasworTH. Yes, sir.
First, may I say that that statement of 75 percent does seem very

high to me. I don't think it will be that high. But that was one
man's opinion, and frankly, he was one of the men that was the head
of one of our larger companies. When you are on your warehousing
for a mortgage company, you will take a mortgage company that
might have assets of a half-million dollars. They might be doing a
million or two million dollars worth of business a month in mortgage
loans.

Now, they might be correspondent for the New York Life Insur-
ance Co. or the Northwestern Mutual Life Insurance Co., and on
these loans they have firm commitments from these companies that
they will buy these loans by assignment.

Now, they must go in and settle the mortgage. If it is a $10,000
loan, they must put up their $10,000.

Mr. O'HARA. For what purpose do they need the money?
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Mr. AYLSWORTH. They need the money to carry that loan until
such time as the Northwestern Mutual or New York Life would pay
for the loan.

Mr. O'HARA. And then if they don't get it, it curtails their ex-
pansion ?

Mr. AYLSWORTH. That's right. They just couldn't settle that loan.
Mr. O'HARA. Somewhat the same situation obtains with institu-

tional warehousing?
Mr. AYLSWORTH. On institutional warehousing it was a situation

where-well, take a New York savings bank, for instance, it feels that
next year or a year from now they would need a million dollars worth
of loans. They don't have the money, but they think today is a good
time to buy, so they buy a million dollars worth of loans; they ware-
house them at a commercial bank, which will buy those loans in effect
and hold them for their account for a period of 1 year at which time
they must take them up.

Mr. O'HARA. Now you say there is difficulty in selling older houses.
Does that come from the difficulty in obtaining mortgages on them?

Mr. AYLSWORTH. I think a big part of the difficulty is in financing an
older house, yes.

Mr. O'HARA. I can imagine many individuals who might want to
buy these houses, but it would be difficult for them to obtain mortgages
because of their age.

Mr. AyLSWORTH. That is true.
The CHAIRMAN. Mr. Ashley.
Mr. ASHLEY. You referred in your statement to the tight money

situation in 1953.
Mr. A LSWORTH. Yes, sir.
Mr. ASHLEY. It was your experience at that time, was it, that ware-

housing was essential to tide you over that somewhat difficult money
period.

Mr. AYLSWORTH. Yes, and in trying to recall that period, I do not
recall that we had warehousing difficulties at that time. The banks
worked along with us and we didn't have quite the pressure put on us
that we have had today.

Mr. ASHLEY. I am especially interested in this. This is a field
that is new to me. It would appear then that warehousing is all the
more important to you and members of your profession in tight money
periods such as presently is a threat, is that correct?

Mr. ALSwoaTH. I would say that is right. Now, unquestionably
if this tight money policy continues for say 6 more months or so, our
need for warehousing will go down because by that time we will prob-
ably have cleaned up the outstanding commitments.

The CHAIRMAN. You will be out of new business?
Mr. AnswoiTH. You would be pretty much, as far as FHA or GI

loans. We didn't mention conventional loans. There hasn't been
much of a shortage of money for those.

Mr. ASHLEY. One final question: Instead of restricting credit, would
it be your view that it might be better if the Federal Government car-
ried out the Employment Act of 1946 by promoting full production
and employment?

Mr. AYLSWORTH. I don't know what my answer to that might be.
I don't know, sir.

68692-55-pt 1--29
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Mr. ASHLEY. All right, that is a policy question. I just wondered
if you felt strongly on it one way or another.

Mr. AYLSWORTH. No, I don't. I am not that familiar with it.
Mr. BARRETr. Let me ask you just this one question:
Is the mortgage warehousing m any way inflationary?
Mr. ALSWORTH. I think that you could say that your warehousing

for your institutional buyers could in effect be inflationary because
your-you might say, you are priming the pump to increase settle-
ments today, which have to be taken care of at a future day. I do
not think that the warehousing that your mortgage companies are
using today is inflationary because it is just a need of your business
that you can't operate without.

Mr. BARRETT. Would you have a suggestion that if it were to become
inflationary, that it be stabilized

Mr. ALSWORTH. Well, the restriction of it could control it as much
as any other way.

The CHAIRMAN. As a matter of fact, on that question Mr. Barrett
asked, all mortgage financing is inflationary; any time you put credit
out, it is inflationary. There is no secret about that, is there?

Mr. AYLSWORTH. I think that is true. Any credit financing is in-
flationary in effect.

The CHAIRMAN. Now, if you produce more houses, you reduce the
demand, and isn't that deflationary in the long run?

Mr. AYLSWORTH. That would depend.
The CHAIRMAN. If you reduce the demand for mortgage credit by

reducing the article itself-
Mr. AYLswoRTH. You have been increasing your demand for houses

by easier and easier financing. There must be a limit someplace where
you are either going to completely overbuild and you are going to have
a tremendous amount of houses which unquestionably would be very
deflationary.

The CHAIRMAN. But you have said-and I am sure we all agree with
you-that even here in Philadelphia and across the country-now, you
don't say that there is any complete meeting of the demand for houses
in this country ?

Mr. AYLSWORTH. I don't think there is, no; but I do think that the
blush is off the rose. I don't think that you can build anything today
and sell it tomorrow as some of our builders have expected to do.

The CHAIRMAN. The trouble is some of our builders expect a contin-
uation of the era that we had during the war when you went into a
store and had to beg a clerk to give you something from under the
counter. We are moving into a normal, a more normal situation.
Isn't that right?

Mr. AYLSWORTH. I agree with that, and I think it is a good thing.
The CHAIRMAN. Thank you very much, Mr. Aylesworth, for coming

before the committee. We appreciate the cross section you gave us,
not only your own viewpoint but that of your colleagues in the business.
We appreciate your coming and contributing to this hearing.

Mr. A- sWORTH. Thank you, sir.
The CHAIRMAN. The next witness is Mr. Samuel Green, president of

the First Federal Savings & Loan Association of Philadelphia.
We are glad to have you, Mr. Green.
Mr. GREEN. I am glad to be here.
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The CHAIRMAN. I understand you don't have a statement.
Mr. GREEN. I haven't got a prepared statement. I just jotted down

a few items here that I thought that I would talk about or be ready to
answer any questions that the committee might have.

The CHAIRMAN. I understand that your savings and loan is the first
chartered in Pennsylvania.

Mr. GREEN. In the whole district.
The CHAIRMAN. How long have you been there?
Mr. GREEN. Since 1934.
The CHAIRMAN. Specifically, we are talking about the mortgage

restrictions, credit availability, and so forth, in the light of the restric-
tion of the Home Loan Bank Board.

I wish you would give us the picture just as it is with reference to
mortgage lending with Federal savings and loan associations, recog-
nizing that they furnish the money to build about one-third of all
houses and that in addition to it, I wish you would give us your opinion
as to what the result will be of this curtailing of credit by the Home
Loan Bank Board.

STATEMENT OF SAMUEL GREEN, PRESIDENT, FIRST FEDERAL
SAVINGS & LOAN ASSOCIATION OF PHILADELPHIA, PHILADEL-
PHIA, PA.

Mr. GREEN. Well, the first statement I want to make is I am very
glad that I am the second witness, because the first witness gave you a
pretty good picture of the credit situation as far as the wholesale credit
is concerned in the mortgage field.

The CHAIRMAN. He did, indeed.
Mr. GREEN. I concur in almost everything he said, including the

quotation from Mark Twain that the root of all evil is the lack of
money, but I do believe that just to go ahead the way we have been
going just doesn't work out because we have to stop on the way and
make a little bit of adjustment.

I don't think it is well to have the tight money market for a steady
diet, but a little bit every once in a while to adjust our watch to keep
the right time I think is necessary.

As far as the savings and loan associations are concerned, they are
a little bit different from the seasonal mortgages, as you call them,
where they go into the market and go out of the market, depending
upon the price of the bonds and the price of everything else, where
the savings and loans are in the mortgage market continuously, and
they are catering to the local brokers and to the local builders in a
direct way instead of in an absentee way.

But I find here that there is no real hardship for any builder, not
too large a builder, to find any funds for his modest operation, and of
course there is no real hardship for any person who wants to buy a
home to get a mortgage from a savings and loan association on a
fairly liberal term, not too-

The CHAIRMAN. Does that include FHA and GI insured loans or
conventional?

Mr. GREEN. Either one. They can get it, if not in a too wholesale
manner, as the mortgage companies used to operate.
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I don't agree with my former speaker that there is a shortage of
homes. Anybody who wants to buy a home can find the home he
wants and be able to get it on very short notice.

The builders are not selling as fast as they have been selling before.
We can find that out from the builders that we are working with.
Therefore, we feel that--

Mr. BARRETr. Would you say, Mr. Green, that you think we have
met the saturation point in Philadelphia?

Mr. GREEN. I don't know about the saturation point, but we have
met the point where we can't build houses and just sell them on Sunday
morning by salesmanship. We have to do a little more than sales-
manship. A builder may have to give a little value for the money,
better value, a competitive basis.

Up until now all they had to do was use salesmanship and plenty
of advertising and they sold it.

Mr. BARRETr. I am certainly glad to hear you say that they should
give better value.

Mr. GREEN. I believe they were selling homes to marginal buyers
who didn't care or didn't know enough to care whether they got value
or not. All they wanted to find out was how much a month were the
carrying charges, because how much down was no question. There
was nothing down. When you sell to a person with nothing down,
you are really scraping the bottom. You can start out with a bum in
the park. You don't know who you are dealing with. Because I
don't know that the small downpayment makes a big difference. The
only thing is it helps to eliminate a lot of sales which they wouldn't
make otherwise.

Now, there are problem cases, as I mentioned before. In other
words, the problem cases never went to these wholesalers. We had to
deal with people right here in the city because we have a more personal
contract with them, and we took them, but now they will have even a
bigger problem than before because why should people take real prob-
lem cases when they can get good decent applicants for the same
money?

The CHAIRMAN. The trouble with us, though, Mr. Green, is we have
to be concerned with the real problem cases; so if you can, help us on
that.

Mr. GREEN. I will come to that.
If you are not concerned with the problem cases now, you will have

them back in a few months. So why not do something else with
them, instead of just give them a house which you will get back ?

The CHAIRMAN. Do you do tract financing, finance whole areas of
buildings

Mr. GREEN. Not big. We do finance builders.
The CHAIRMAN. Well, we will say a project of a thousand houses.
Mr. GREEN. Yes-not a thousand houses, maybe two or three hun-

dred houses.
The CHAIRMAN. Now, this curtailment of credit by the Home Loan

Bank Board, did it cut you off in doing that type of financing?
Mr. GREEN. It cuts us off from doing it promiscuously. We only

started that about 2 years ago, and before we looked around, it got us
away pretty much more than we could absorb, and we thought we
were going to get the money from the Federal home loan bank. Now,
when the Federal home loan bank told us, "Wait a minute. Don't
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depend on us," we looked over our picture and we find that we can
take a certain number of builders with the money that we are ex-
pected to get in from the payoff. The payoffs are large enough and
the income from the usual savings enough to take care of a number of
builders which we should take care of.

The CHAIRMAN. Have you any commitments out that are going to
require you to sell any securities in order to meet those commitments?

Mr. GREEN. NO, we don't have any like that.
The CHAIRMAN. Let me ask you this question: I could call out

this man's name. He would be very well known to you. He is the
president of one of the biggest in the field you are in, and he tells
me that the curtailment of the Home Loan Bank Board has caused
his institution to sell at a great loss, securities in order to meet commit-
ments already out when they reached in and said, 'No more."

Do you believe that kind of curtailment is good business
Mr. GREEN. I can't understand how a man who is head of a large

institution of that kind will allow himself to be committed to such a
large amount of construction mortgages that a sudden change in the
credit situation should force him to sell so much of the securities.

The CHAIRMAN. Well, this is a $200 million institution.
Mr. GREEN. Well, they encouraged me too but at the same time I

didn't borrow my full limit, and I didn't go in just to give out money
and borrow. We still allowed ourselves to operate mostly from our
own money and just use the money of the Federal home loan bank
when we needed it. We didn't commit ourselves solely on the home
loan bank. I didn't believe in that, and I didn't believe in encour-
aging builders to build too many houses. So I had done a little
restricting of my own somehow.

Mr. BARRETT. Mr. Green, let me change you off onto another field
for a minute.

I understand you are going to be with us for only 5 more minutes,
so I want to ask you this question:

Naturally you have been in the building and loan business for some
time. Have you noticed any increase in foreclosures lately over what
you experienced years ago?

Mr. GREEN. We certainly did.
Mr. BARRETT. Much greater ?
Mr. GREEN. We do find the foreclosures are increasing, and of course

they are increasing in the marginal buyers.
The CHAIRMAN. You say they are increasing?
Mr. GREEN. Yes. Especially we find that those who put down the

right payments, they are not increasing, but the marginal buyers are
increasing in foreclosures.

The CHAIRMAN. Is the GI and FHA loans?
Mr. GREEN. GI, a good many of them.
The CHAIRMAN. The figures don't reflect your statement. Across

the Nation there is less than 1 percent foreclosures.
Mr. GREEN. Maybe we took more marginal loans than we should

have taken. These wholesalers who take a great number of them don't
take these marginal loans.

The CHAIRMAN. Any questions, Mr. Barrett, Mr. O'Hara, Mr.
Gamble ?

Mr. GAMBLE. NO questions.
The CHAIRMAN. Mr. Ashley?



446 INVESTIGATION OF HOUSING, 1955

Mr. ASHLEY. Just very briefly, Mr. Chairman.
I am interested in who this marginal buyer is. Is he the man who

is forced to buy a home that perhaps he cannot quite afford? Is he
the marginal buyer?

Mr. GREEN. He is not forced, but he is sold by somebody, that it is
time for him to buy a house, and the salesman is a pretty good sales-
man.

Mr. ASHLEY. Is it due to the fact that there isn't low- or middle-

income housing available to him ?
Mr. GREEN. There is, but he buys a higher priced house than he

should buy or he buys it a little bit sooner than he should buy. He
should wait maybe a year and save up a little more money.

Mr. ASHLEY. Just one last question then, Mr. Green.
I quite agree with you that it is a good idea to stop and adjust

our watch. I do it every day.
Now, I am interested in exactly what salutary adjustments take

place as far as you are concerned during the period of tight money and
how these adjustments take place.

Mr. GREEN. First of all it calls everybody's attention to reexamine
himself and see what he is doing, just like it did to us. You saw that
we were about on the margin of our credit at the bank, and we better
just make enough commitments for what money that we expect to take
in ourselves instead of depending on credit.

All around the real-estate man knows in order to sell he has to give
more value because things are tightening up. The builder knows, the
subcontractor. The very same builder who pays now or did pay a
premium for some of the materials, has trouble selling his houses.
Now, there shouldn't be so much building going on now that the
builder should have to pay premium prices for gypsum board or some-
thing like that, and then not be able to sell the house. He better stop
awhile and not buy the gypsum boards until the people look for him
to buy instead of him having to look around for sales.

Mr. ASHLEY. I appreciate your viewpoint. I have certainly heard
you commended by Mr. Barrett and I am delighted myself to have
had your testimony.

The CHAIRMAX. One other question.
You are a member of the United States Savings & Loan League?
Mr. GREEN. I certainly am.
The CHAIRMAN. I am informed that the United States Savings &

Loan League and the Home Builders Association joined in criticizing
the Federal Home Loan Board for its curtailment. Do you join in
that?

Mr. GREEN. I am not surprised at the builders because that is their
bread and butter. They have been riding on a gravy train for some
time, and they don't want to get off of it. But the United States
League, I don't concur with them.

The CHAIRMAN. Are you also a banker ?
Mr. GREEN. In a small amount. I am chairman of the board of a

small bank, the Roosevelt Bank.
The CHAIRMAN. I believe I would be willing to put my money in

your bank or savings and loan association.
Mr. O'HARA. May I make the comment that our colleague, Mr. Bar-

rett, says Mr. Green is one of his most beloved neighbors.
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Mr. GREEN. I only live about a block away from him.
The CHAIRMAN. We are very glad to have you, Mr. Green.
Mr. GREEN. Thank you.
The CHAIRMAN. The committee will stand in recess until 2 o'clock.
(Whereupon, at 12:10 p. m., the committee was recessed until 2

p. m.)
AFTERNOON SESSION

The CHAIRMAN. The committee will please be in order.
We had expected to hear on this afternoon's program Mr. Fred P.

Meagher, president of the Home Builders Association of Philadelphia.
He is unavoidably out of town and has sent a prepared statement
which at this time, Mr. Reporter, we will incorporate into the record.

(The statement follows:)

STATEMENT OF FRED P MEAGER, PRESIDENT, HOME BUILDERS ASSOCIATION
OF PHILADELPHIA AND SUWBUBS

Chairman Rains and members of the committee, my name is Fred P. Meagher.
I reside on Rose Tree Road, Rose Valley, Delaware County. I am president
of the Home Builders Association of Philadelphia and Suburbs, with offices
located at 42 South 15th Street, Philadelphia.

Mr. Chairman, our association is honored in having the opportunity to appear
before you today and we extend our sincere thanks.

The home builders association embraces a five county area which includes
Philadelphia, Delaware, Montgomery, Bucks, and Chester Counties. The area
currently has a population in the neighborhood of 3 million people.

Our organization has a membership of approximately 300, of which 150 are
active builders. The remainder consists of associate members representing
virtually every division of the housing construction field. Our builders erect
about 75 percent of all housing in the metropolitan Philadelphia area

Our builders are responsible for about 75 percent of all housing construction
in this area. No doubt your committee will be interested in learning that
in the last 10 years private enterprise constructed approximately 150,000 new
dwelling units in the area. About 75 percent of all housing today is built
outside the city limits.

Our builders have provided the home-buying public with probably the best
housing that can be purchased anywhere over the Nation, at the lowest possible
prices. The buyer gets more per dollar than anywhere else.

We have found it possible to give these values because of several reasons
1. Virtually our entire builder membership is composed of volume

builders
2. We have been fortunate in that we had no disrupted market for our

products.
3. We have had the ability to plan our housing developments in such a

manner that production has been continuous.
4. We have found it possible to keep up with our productivity because of

our close relations with labor which is necessarily an inherent part of good
local economy.

5. Because of the high values -iven by Philadelphia area builders, there
has always been a great availability of mortgage money

Only on a few occasions have builders in this area been forced to curtail or
hold back production, even slightly, because of inability to get sufficient mort-
gage funds.

The credit restrictions imposed on July 30, 1955, have had a definite impact
upon the homebuilding industry over the Nation, but have not been felt as
strongly in Philadelphia.

We did know, however, many months before July that there was a definite
tightening up of mortgage money, but we in Philadelphia always have been
in a very fortunate position, as I pointed out before, of being able to get suffi-
cient mortgage funds.

Builders still do not feel fully the July 30 restrictions.
It is apparent, however, that within the coming months the homebuilder will

experience greater difficulty in securing adequate funds for construction loans
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and permanent financing. It is possible that the buyer may not realize the un-
timely impact until the early part of next year, but there are some of us hope-
ful that before spring sets in the money market will have righted itself and
there will be sufficient funds. In the meantime, however, there definitely will
be a curtailment of residential development in an area where there is no over-
building or surplus of new homes.

The sudden change in mortgage requirements breaks the orderly functioning of
the housing-construction industry, 

M
r. Chairman. It is only through an orderly

procedure of construction and the planned acquisition of materials, together
with assurance of uninterrupted employment of construction workers that we
have had the foundation necessary to turn out large volumes of houses at better
values with each succeeding year

This interruption which came in July will be effective in many other ways.
Our personal belief is that the World War II veteran will not be too happy over
what the Federal Government has done to him This same veteran will not
understand the gyrations of the Federal Reserve Board, nor will he be able to
comprehend that the administration in Washington may have stymied the plans
of many veterans who contemplated marriage and the acquiring of homes in
1956.

We are not too concerned over the additional 2 percent downpayment because
there are many who believe that the average homeowner or buyer should have
a greater equity in his property. We do believe, however, that reducing the
30-year mortgage to 25 years will have a retarding effect upon buying. Even
though a man pays only a few dollars more per month, it means that be must
earn considerably more per week, and this means that the general economy of
the country, so far as we are concerned, must be raised.

A great number of our builders, particularly in the higher brackets, use con-
ventional funds for their mortgages. There are many others, however, who
look toward FHA. They have been using this agency since its inception

There are many builders, too, who build almost exclusively through the Vet-
erans' Administration and it is these men who will be it the hardest. Our be-
lief is that the administration should give relief by returning at once to the 30-
year mortgage. We believe that, under 220 and 221, a number of builders will
take advantage of the plan, as it is now devised.

For a number of years our builders have endeavored to cooperate with the
urban redevelopment authority here. It is a most cooperative agency and is
doing everything in its power to interest private enterprise in its program

Yesterday Mr Lammer told about the program and it is also interesting to
note that the two builders who are now cooperating under the plan are members
of our association Many years ago we attempted to get other builders into
the plan and they were highly interested but there always seemed to be some
fly in the ointment that kept them from proceeding with the iob.

We would like to say a few words about Fannie Mae. This agency is coming
along to the point where we believe that a better education of the builders will
result in a further beneficial use of this agency. Mr. Arthur Gretz, the regional
manager, is most cooperative and it was only the day before yesterday that I
spoke to Mr. Gretz about coming to your offices, or we going to his offices, with
groups of 10 builders at a time who can have explained to them more lucidly
than in large groups the advantage of Fannie Mae We plan to do, also, the
same thing with the voluntary home mortgage credit program. There are many
advantages in this for the man who has been stymied in his request for mortgage
money and it was only 2 days ago that approximately 300 people in the Bellevue-
Stratford who attended our mortgage clinic, were given a clearer idea of the
operation of this agency. We believe from now on that there are many builders
and others who will take advantage of this plan by pointing out to their pro-
spective buyers who may have been stymied in other ways the advantages of
the voluntary home mortgage credit program.

Last week in Washington a number of builders had the money situation
explained to them Of course, it is generally difficult for most of us to under-
stand the world monetary system, but it was explained in a rather lucid way.
Briefly, when the supply is not as great as the demand, then is the time to tighten
up. Money becomes costlier and, consequently, this is reflected in the building
price of houses and everything else.

The Federal Government, instead of curbing inflation, will necessarily see an
increase in the cost of housing because money will cost much more. It will require
a greater number of points for the builder to secure his money and when this
happens somebody must pay the bill. In this particular instance, there are only



INVESTIGATION OF HOUSING, 1955 449

two people who will pay. One is the builder, if he can absorb more costs, and
the other is the buyer.

Possibly we are being blessed by the Government's action and we do not know
it. If I had pointed out before that the cost of housing must go up, it means
that the demand for housing will be greater because of a trending off and a
shorter supply. Furthermore, there has been a definite shortage of certain mate-
rials. We are in a peculiar position today, for certain materials. We are in
a peculiar position today, for instance, of materials of certain types coming from
Canada, which are used in housing in this area. This material is considerably
higher in cost than the same material obtainable in the States.

There are other factors, too, that may increase the cost of housing, but it is
our belief that we should go back to the 30-year mortgage and, if necessary, go
back to the no downpayment.

The veteran has placed his faith in the Federal Government. The veteran
who could have taken advantage of the office of the Federal Government with
no downpayment and 30-year mortgages did not feel it was expedient at that
time for him to get married or to purchase a new home. He, therefore, is going
to be in the position of feeling that he has not had the same advantages as his
brother GI who decided to buy his house 6 months or a year ago, or who may
be in a position at this particular moment to get the advantage of the few 30-year
mortgages still around. However, there are many who believe that with the
early part of next year there will be a loosening up of the purse strings by
those who control mortgage money for the Nation If building dips to an alarm-
ing low, and that is not an impossibility, then, the Federal Government is in the
peculiar position of finding that many men who are employed today in the build-
ing trades will be without work It will also be in the peculiar position, too,
that the veterans are not getting the houses that were promised to them and
it also will be responsible for the higher cost of money to the home builder.

I think all these things deserve serious consideration by your committee, Mr.
Chairman.

Of course, no report is good without offering a number of suggestions and we
believe that some of the suggestions offered by the Long Island Home Builders
Association at your New York hearing deserve the consideration of your com-
mittee.

The home builders association, through our president, Fred P. Meagher, appre-
ciates this opportunity to appear before you and place ourselves at your dis-
posal for any information you may desire at any time. Please rest assured that
we shall do everything possible to cooperate with you in every way to better the
housing program of, not only Philadelphia, but of the Nation. Thank you very
much.

The CH.\IRM-\A . The next witness is Mr. Elmer Carll, of the In-
dustrial Trust Co.

Mr. Carll, have a seat.
You are to discuss the credit situation with emphasis on mortgage

warehousing.
Mr. CARLL. As a matter of fact, mortgage warehousing is what I

had in mind when I was asked to testify.
The CHAIRMAN. Would you identify yourself a little more fully for

the record ?

STATEMENT OF ELMER S. CARLL, PRESIDENT, INDUSTRIAL TRUST

CO., PHILADELPHIA, PA.

Mr. CARLL. Elmer S. Carll, president of Industrial Trust Co.
Mortgage warehousing, perhaps like Topsy, just grew up. In order

to understand perhaps the place that mortgage warehousing fits into
the credit program and the financing of housing, it might be well to
review the change in mortgage financing from the depression.

At that time the National Housing Act was passed, which brought
forth the insured FHA mortgage. That enabled money to go over
State lines much more fluently in real-estate financing than it was
ever able to before.
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The CHAIRMAN. You are talking about FHA
Mr. CARLL. I am talking about the FHA mortgage.
When that first came out I was with another institution. We did

quite a bit of construction lending and mortgage financing. We could
expand our mortgage portfolio just so far and then you would sell
the mortgages off to a purchaser, maybe out of State, or it could be
in-State, but in order to deliver your papers, your mortgage, to the
buyer in a satisfactory method to him, you had to have all of your
papers, the title policy, your bond insured, your mortgage of record,
and ship it to him as a complete package all assembled.

The CHAIRMAN. You are a commercial banker?
Mr. CARLL. Yes, sir.
The CHAIRMAN. All right.
Mr. CARLL. This brought forth the so-called mortgage-servicing

companies. There was a place for them.
The CHAIRMAN. Now you are going back for a little background?
Mr. CARLL. Yes, sir.
The CHAIRMAN. All right.
Mr. CARLL. The mortgage-servicing companies found that their

limited capital was likewise not sufficient to operate comfortably by
putting on their books what they could buy and then selling.

With the expansion after World War II in the building business to
supply the pent-up demand of home buyers, and with your GI mort-
gage, that again perhaps doubled or trebled the load. As a conse-
quence, mortgage warehousing came into being.

Now your mortgage warehousing used as it was originally planned
constituted depositing the papers that you got in settlement with the
bank and the bank allowing you to draw against that to complete the
settlement. Then your bond was sent down for insurance for guaran-
tee, your mortgage went to the recorder's office and the title company
was instructed to write the policy.

Finally those papers came into the possession of the mortgage com-
pany. Then they have got the whole package and they can ship it.
The buyers don't want to put up their money without having every-
thing closed and all of their papers when they are delivered to their
counsel to approve the payment of those mortgage loans.

The CHAIRMAN. That is the ultimate investor?
Mr. CARLL. Yes.
The CHAIRMAN. How long is that operation in which you as a com-

mercial banker hold it in warehouse, how long does that ordinarily
take?

Mr. CARLL. Normally we figure that by the loan rather than the
operation. The operation may be slow selling or fast selling, for
different reasons, but your individual mortgage we figure in 90 days
to 6 months it ought to be out of there unless you have permitted a
small percentage without commitments. If you have permitted a
percentage without commitments, usually that is done for the purpose
of spot loans, which are difficult to sell unless you have a package of
fifty or a hundred thousand or two hundred thousand dollars that
you can offer.

Of course mortgage warehousing has perhaps developed into let's
say three different types. You have the normal warehousing, as I
call it, which runs from 3 months to 6 months against commitments
of the permanent investor to purchase.
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The CHAIRMAN. Is that uncommitted or committed?
Mr. CARLL. No, I said against commitments.
The CHAIRMAN. All right.
Mr. CARLL. For the purchaser, the final investor, and that is only

a question of assembling the papers, getting your mortgage of record,
your policies written correctly, and so on. Occasionally there is delay
for reasons that would be a little bit difficult to find a specific reason,
but occasionally there are difficulties that hold up delivery.

The other two types of warehousing are on repurchase agreement,
for redelivery, which has been used in some instances, I understand.
We have had requests recently to hold the account over until after
the first of the year, for instance. Right now that isn't too bad, but
about 3 months ago we had that request. They wanted January de-
livery or February delivery. I can understand that because the
investor has figured his income, what comes in to him, the money he
will have available, and he figured that would be available in Jan-
uary or February, but that is only 6 months off. That isn't too bad.

The CHAIRMAN. Mr. Carll, of course you are in the business of a
commercial banker, and your first responsibility is to your depositors.

Mr. CARLL. That's correct.
The CHAIRMAN. We have heard-these are not my opinions I am

expressing from here on out-but we have heard in certain circles and
noticed in certain newspapers that warehousing is an ugly word, that
it is a sort of bogieman type of business. Is it a regular practice in
the mortgage financing field?

Mr. CARLL. It is very essential in my opinion in order to order
merchandise and deliver and make settlements on the number of
houses that we are doing today. It is very essential.

The CHAIRMAN. When you go into a mortgage warehousing agree-
ment, whether it is committed, uncommitted, or institutional, for that
matter, do you in any way jeopardize the depositors in your bank?

Mr. CARLL. I don't see how you can, because actually the biggest
part of it is insured or guaranteed mortgages. Besides Uncle Sam's
backing you have the bond of the individuals who purchase the prop-
erty whose credit has been checked by FHA or VA, as well as the
bank, the mortgage company, and, in addition, we have the note of the
mortgage company, and most of my warehousing is at 98 and not at
par.

The CHAIRMAN. You actually have three safeguards for the de-
positors' money, then. Of course you have VA and FHA guaranties.
You have the note of the mortgage of the prospective buyer, and you
also have the responsibility of the mortgage company ?

Mr. CARLL. The note of the mortgage company and a commitment
from some institutional buyer.

The CHAIRMAN. Whereas if you went out in the naked mortgage
field and lent a man money to build a house with, all you would have
on that would be the FHA guaranty and his note; is that correct?

Mr. CARLL. That is correct.
The CHAIRMAN. Now, you said that you had a discount rate on the

purchase, at 98; is that what you said ?
Mr. CA L. I said we warehouse at 98. That doesn't penalize any-

body. It merely means that the mortgage company has to put up the
other two points.
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The CHAIRMAN. And that is a further safeguard?
Mr. CARLL. Yes, they have some of their money in it.
The CHAIRMAN. Now, you, of course, know about the Federal Re-

serve action, not exactly action but suggestion that you fellows in the
commercial banking business ought to cut out warehousing for the
time being, I assume not because they frowned on warehousing, but
because they wanted to cut down on mortgage credit.

In the light of the mortgage credit picture here in Philadelphia, and
in the light of need for housing which apparently exists, do you think
that restriction on warehousing is justifiable at this time or not?

Mr. CARLL. Personally, I don't think a restriction on warehousing
properly used is necessary at any time.

The CHAIRMAN. I will follow up, then, with this question: Is ware-
housing, as practiced, inflationary?

Mr. CARLL. If you take the warehousing that is done for the pur-
pose of having a place to deposit papers until they are assembled, it
cannot be inflationary.

The CHAIRMAN. Now, institutional financing, buying mortgages to-
day to hold for some big insurance company for delivery next July 1
might be a horse of a different color ?

Mr. CARLL. I am not an economist. I don't know what the effect is
on the market with Prudential's arrangement, for example. I don't
know what that would be.

The CHAIRMAN. As a learned man in finance, I am sure you would
agree, if you are going to be like the bark on a tree, so rigid with it,
that any type of mortgage financing could be termed "inflation."
In other words, the spending of money is inflationary, whether it be
installment buying or whatever.

Mr. CARLL. I didn't quite get that.
The CHAIRMAN. If you spend money in this country for which you

don't get the needs or the productivity which the country ought to
have to take it up, that could be termed "inflationary" at any time,
couldn't it?

Let me go this way.
Mr. CARLL. I cannot quite apply that to mortgages.
The CHAIRMAN. Suppose you built 10 million homes next year, and

you put out the mortgage money to do it, that could be inflationary,
couldn't it?

Mr. CARLL. Well, if the demand wasn't there to take them up,
certainly.

The CHAIRMAN. Well, you give a real good answer. I am inclined
to agree with you. I have a lot of people tell me if you built 10 mil-
lion houses on mortgage credit next year, and you needed those houses,
it would be inflationary. You say it would not be inflationary if the
demand was there.

Mr. CARLL. Well, we wouldn't have the stuff to produce them, so
with 10 million houses everybody would be on overtime, and that would
be inflationary.

The CHAIRMAN. So as long as it is just to meet the demand you
don't regard it as inflationary?

Mr. CARLL. I wouldn't think so.
The CHAIRMAN. Well, I would agree with that statement.
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We have also heard it said, and this I quote out of a financial pa-
per, that-
Mortgage warehousing is bad because it uses short-term commercial capital to
finance long-term mortgage financing, short-term capital to finance long-term
mortgage financing.

Mr. CARLL. Well, it is true, it takes some of the short-term money
the banks have. If they didn't lend it there they might lend it in
some other avenue, yes. If you don't have money you don't lend it.
But unless you are going to change the picture and have the permanent
investor appear at the settlement, as they normally did before your
FHA and GI mortgages, they appeared at the settlement and put up
their check, but then you get down to a local business and how am I
going to sell my mortgages out in Keokuk, Iowa, or over in New
York City, even?

The CHAIRMAN. Or Gadsden, Ala.?
Mr. CARLL. That is right; if I have to make them come in and put

up their check at settlement.
The CHAIRMAN. As a comment, I am afraid that people generally

away from the financial centers don't understand that the mortgage
warehousing arrangement possibly has more effect in getting money
into the remote areas of the country than nearly any other financial
arrangement we have; isn't that correct?

Mr. CARLL. It wouldn't surprise me.
The CHAIRMAN. In summing up, you would say that from the com-

mercial bankers' point of view, that warehousing is good, sound
business?

Mr. CARLL. Yes, sir.
The CHAIRMAN. And that it is a needed and necessary financial ar-

rangement for the building of vast projects of houses?
Mr. CARLL. I think it is a very essential part of the whole scheme.
The CHAIRMAN. Now, what do you think about the general credit

restrictions of bigger downpayments and shorter mortgage terms?
Mr. CARLL. I don't object to either one of those. You may sell less

houses, but that is sound.
The CHAIRMAN. Well, that is sound from the money point of view,

but is it sound for the fellow who needs the house ?
Mr. CARLL. Well, of course, probably not. I don't know what the

statistics really show, but I have heard some mortgage investors tell
me they have more delinquencies in no downpayments than they do
where there is some downpayment. Psychologically a downpayment
is good.

The CHAIRMAN. We hear here in Philadelphia that mortgage money
is getting tight. Is it?

Mr. CARLL. Mortgage money is tight; yes. Construction money is
tight.

The CHAIRMAN. Why is it tight? We are here in an era of vast
production, full employment, the best profits that any corporations
have ever had, the highest wages. The only fellow in the country who
is suffering is the farmer. He is going down all of the time, but out-
side of him everybody else is on top. Now, why is money tight?

Mr. CARLL. I cannot tell you why money is tight.
The CHAIRMAN. Isn't it because of arbitrary action on the part of

the Treasury in failing to support the bond market at par?
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Mr. CARLL. That is the only thing I could say, the Federal Reserve
and Treasury action.

The CHAIRMAN. Well, that sticks a pin in the balloon of the fellow
who has always said that mortgage money is governed by a free and
open market, and not by the Government action. It actually is gov-
erned by Government action.

Mr. CARLL. Certainly money comes under the powers of the Con-
gress. There is no doubt about it.

The CHAIRMAN. And the ups and downs of the Federal-bond mar-
ket determines the type or looseness of money; isn't that correct?

Mr. CARLL. It certainly influences it.
The CHAIRMAN. I know here from one of my staff members that

you made the first FHA loan made in Pennsylvania by a bank; is
that correct?

Mr. CARLL. By a State bank; yes, sir.
The CHAIRMAN. When was that?
Mr. CARLL. Well, it was probably 10 days or 2 weeks or so before

the enabling act.
The CHAIRMAN. Back in 1935 ?
Mr. CARLL. That is right; before the Pennsylvania enabling act.

You see, the national banks didn't need an enabling act. The State
banks did. It took 48 States to approve it.

The CHAIRMAN. That is going way back.
What has been your experience with people generally who bought

homes under FHA and VA? Are they good at paying and are they
good loans?

Mr. CARLL. Yes; they are good loans. I haven't foreclosed on very
many. Perhaps 2 or 3 GI loans in the whole period. I have had
experience with two different institutions. Perhaps three FHA mort-
gages, which I think is remarkable. Actually, that is due to your
monthly payment. You pick up your delinquencies sooner. The
VA is always very cooperative in helping your commandeer the de-
linquent, and they can correct a small delinquency much easier than
they can one that has run on-for instance, we used to collect our
interest every 6 months, and if you had 6 months' interest delinquent
plus a year's taxes, then you were in trouble. On these things they
pay their taxes one-twelfth each month.

The CHAIRMAN. Do you see any way whereby those charged with
the responsibility of not only getting homes for those people who
come to your bank to get a mortgage guaranteed by FHA and VA
under the present arrangement, but do you see any way whereby
we could extend credit terms in the light of the wonderful payment
record made by both VA and FHA, many of them with no down pay-
ments, that we could extend the years over which the mortgage would
run and lower the downpayment to where we could reach still another
class that presently is excluded because they cannot hit the financial
rating necessary to get a loan today ?

Mr. CARLL. That has possibilities. I think the ultimate investor
is the one that has to be educated on that, however.

The CHAIRMAN. Is our answer to be found by working with private
investors in the country, or is it to be found in direct loans from the
Federal Government?

Mr. CARLL. Well, I don't like to see direct loans from the Federal
Government.
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The CHAIRMAN. I don't either, but I am asking you.
Mr. CARLL. Because the more Federal Government gets into busi-

ness the less there are left of us to tax to run the Government with.
The CHAIRMAN. I realize all of that, and I am inclined to agree with

you, but I am looking, and this committee is, for someone in the busi-
ness as you are to give us at least a lead toward the answer of what
we can do in cooperation with private enterprise. When I say "we,"
I mean the people's elected representatives in Congress, so private
enterprise can reach down a step lower and still be safe and do a job
for some people that we are not doing it for now.

Mr. CARLL. Well, I don't know. I couldn't tell you to begin with
whether that need is necessary or not.

The CHAIRMAN. All you have to do is look around Philadelphia.
I see so many people here that need to live in some other type of place
than what they are living in.

Mr. CARLL. Well, all right, I will agree with that. But I cannot
see anything particularly wrong with it as long as you keep full em-
ployment so people can pay.

The CHAIRMAN. What about extended mortgages, from 45 to 50
years?

Mr. CARIL. Well, I don't know.
The CHAIRMAN. With a Government guaranty.
Mr. CARLL. With a Government guaranty it is all right, but it seems

to me a man should own his house some place during his life, and that
stretches it out pretty much.

The CHAIRMAN. Well, that is the goal of all of us, but actually many
people never get to own their houses outright, and you will agree
without these Government guaranties there are many people who
would never own a house today.

Mr. CARLL. They would still be tenants; is that right?
The CHAIRMAN. Here is something that has struck me from a lot

of witnesses who have appeared. They have told us that even though
it is a 25- or 30-year mortgage, the average life of a mortgage in this
country is only 10 years; is that correct ?

Mr. CARLL. Yes; a few years ago they used to buy them on a basis
of only 8 years, in measuring their yield.

The CHAIRMAN. In other words, they would either refinance it or
pay it off within a 10-year period ?

Mr. CARLL. That is'right; they prosper and move on and pay their
mortgage off, and maybe acquire another one on another property,
but your average life of a mortgage through whatever cause, death or
otherwise, they used to purchase a few years back, I know, on the
basis of 8 years to calculate their yield.

The CHAIRMAN. But 10 years is not too long to realize the termina-
tion of a mortgage?

Mr. CARLL. That is right.
The CHAIRMAN. I have enjoyed talking with you, Mr. Carll.
Any questions, gentlemen? Mr. O'Hara?
Mr. O'HARA. Mr. Carll, the figures given me by our staff state as

of August 10, 1955, that 40 banks had $1,310 million outstanding in
loans to real-estate mortgage lenders as against $573 million a year
ago; that is an increase of about a hundred percent.

Mr. CARLL. That is right.
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Mr. O'HARA. And at the same date had commitments outstanding
to extend about $1,262 million of additional credit to real-estate mort-
gage lenders.

Mr. CARLL. That is correct.
Mr. O'HARA. That would seem to indicate a tremendous increase in

the volume of warehousing, would it not?
Mr. CARLL. Yes, sir.
Mr. O'HARA. Now, what profit is made in this warehousing? That

profit comes from money paid by the ultimate consumer, does it not?
Mr. CAsLL. Who pays the price?
Mr. O'HAja. The one who gets the home, the consumer?
Mr. CARnL. Well, he is not penalized for it.
Mr. O'HARA. Well, warehousing isn't done for charity, is it?
Mr. CARLL. Your buyer of the home is not penalized for that ware-

housing.
Mr. O'lHAA. Then explain to me.
Mr. CARLL. He pays his regular monthly payment on that mortgage

after it is created, and that is all. He is not asked to pay anything
to take care of the expense of the warehousing. The present rate for
the banks today is probably 4 percent, and your coupon rate is 41/2
percent, so there is still a half point left.

Mr. O'HARA. I want to understand. The man who buys the home
and gets a mortgage pays a mortgage premium, doesn't he?

Mr. CALL. Yes.
Mr. O'HARA. What is that, generally, 4y2 or 5 percent?
Mr. CARLL. Four and a half on FHA and GI today, plus a half

percent MIP on your FHA mortgage.
Mr. O'HARA. Now, before that, during the warehousing period, the

bank is paid some interest in addition to that for the service of ware-
housing, is it not?

Mr. CARLL. No, the bank is paid for its warehousing with that
interest that the purchaser pays.

Mr. O'HARA. So that there is no additional charge at all because of
warehousing?

Mr. CARLL. Not to the buyer of the home.
Mr. O'HARA. I wanted to get that clear in my mind.
Mr. CARLL. That is right.
Mr. O'HaA. Then when the mortgage is sold at 95 cents on the

dollar that increases the mortgage rate paid, doesn't it, by the con-
sumer? Does it or doesn't it?

Mr. CARLL. That wouldn't amount to anything.
Mr. O'HARA. Well, somebody takes the loss between a hundred per-

cent and 95 percent.
Mr. CARLL. Somebody takes it, yes. Of course, on a GI mortgage

it is generally taken by the broker or somebody else. The GI doesn't
suffer outside of the 1 point.

Mr. O'HARA. Doesn't any part of it reflect upon the GI who is
buying the home?

Mr. CARLL. I don't think so.
Mr. O'HARA. It isn't quite clear in my mind because nobody is

in this for charity. You are getting a service, and all that sort of
thing, but when a mortgage is sold at 95 cents on the dollar, and not a
hundred cents on the dollar, somebody has to absorb that loss between
a hundred percent and 95 percent?
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Mr. CARLL. Well, of course, if the builder assumes the cost, and
then you say all of his costs are somewhere in his price that he sold
the house for, of course I would probably have to agree with you, like
the salesman's overcoat is in his bill somewhere to the boss, but you
cannot find it.

Mr. O'HARA. Then you will agree with me that no matter what the
device is, this difference between a hundred percent and 95 percent is
paid by the man who gets the house?

Mr. CARLL. Well, I think that is obvious.
Mr. O'HARA. It wasn't obvious to me, or as Mr. Ashley remarked,

to either of us.
Mr. CARLL. I think it is obvious when a builder makes a deal he

sells his mortgages for 95 because he has to assimilate that out of his
expected profit.

Mr. O'HARA. Now, these are mortgages insured by the Government,
are they not?

Mr. CARLL. GI's and FHA's are, yes.
Mr. O'HARA. Then why should the private financial group sell any

security that is guaranteed by the United States Government at 95
cents on the dollar.

Mr. CARLL. The only thing I can say to you is we deal with United
States Government bonds at above par and below par. That is one
of the most valued of all securities we have, and when we come down
to securities I don't think mortgages are any more sacred than Gov-
ernment bonds.

The CHAIRMAN. The below par Mr. O'Hara is talking about is fre-
quently absorbed by the builder, himself, out of his profits.

Mr. CARLL. That is right.
The CHAIRMAN. And the usual deal on GI or FHA is a 1 percent

discount rate.
Mr. CARLL. Yes. Of course, he is asking me to say it is added on

to the price of the house, and the answer is the builder taking less
profit than he expected or not. And you would have to analyze the
job to find out whether he took a less profit than he expected.

Mr. O'HARA. I would hate to feel that we are allowing such profits
to the builder that he can absorb it out of his profits and still have
enough left to make it a profitable business, enough to absorb Govern-
ment guarantied loans selling at 95 cents on the dollar.

Mr. CARLL. Well, of course, that is the American economy. I
remember when there used to be a lot of money in the hosiery business,
but not any more.

Mr. O'HARA. I found in some of the testimony today, I don't think
yours, but banks are charging a 1 percent servicing fee, and if later
on they don't make the loan they still retain that 1 percent service
fee.

Mr. CARLL. YOU are talking about a builder's commitment, a take-
out comitment, I assume; is that correct ?

Mr. O'HARA. Well, I would say that 1 percent of a $2 million com-
mitment is a lot of money, especially when it ends up with no loan,
1 percent for a zero.

Mr. CARLL. I know, but that is what you are talking about, aren't
you, a builder's commitment, a commitment to take the builder's mort-
gage and make a charge of 1 percent for it ?

68692-55-pt 1-30
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Mr. O'HARA. I have appreciated listening to your testimony. I
must say that I have not been convinced that our banking institutions
in financing the money necessary for construction haven't been gen-
erously looking out for themselves in regard to warehousing.

Mr. CARLL. You are talking about something entirely different. I
think you are talking about a commitment the builder asks me for to
take his mortgages. He doesn't know whether he is going to sell them
to me or not. If he can get a better deal he will go some place else,
but he will pay me for a commitment so he can take it to the company
that is going to finance his construction and get the construction
money. He pays me for a commitment so he can do it. That is
something entirely different from warehousing.

Please don't confuse it.
Mr. O'HARA. Now, I trust you will be patient with me because this

is a field that you know so much about and I know very little, and I
merely am seeking a little information. Institutional warehousing,
as I understand it-here is an insurance company, for instance, that
has set aside, we will say $50 million, and it figures next year it is going
to set aside a hundred million dollars, so through warehousing it
provides for the expenditure of the money that it is going to have
available next year; isn't that approximately it?

Mr. CARLL. Well, I said that warehousing was in three categories.
In the first place, you have the one that I spoke of in particular, where
the mortgage house deposits its papers against a legitimate commit-
ment to pick up the mortgage as soon as he can assemble all of his
papers, which could be 90 days away. It could be not more than 3
weeks or 60 days away. But it may run into 6 months.

You ought to have everything cleaned out that he puts in there
over a 6-month period. That should be the maximum. Then you
have what I call a repurchase agreement, and then you also have ware-
housing for future delivery. There are three different types. The
Prudential was what I called a repurchase agreement. They sold
$360 million worth of mortgages to a group of banks on a repurchase
agreement that they are buying back at some future date. Your
future delivery is planning your available money that you spoke of,
$50 million this year, and maybe $75 million next year, and so on,
and you pass that out in allotments, and that is warehoused by some
bank until that period comes along in 1956 or 1957 when they have
agreed that they would pick them up.

Then they issue their commitments that way, one insurance com-
pany that I know of will issue their commitments to pick them up
in 1956 or 1957.

Mr. O'HARA. That was explained to us satisfactorily by the spokes-
man for one of the insurance companies in New York. As I got the
picture warehousing provided immediately the money the company
expected to have available next year.

What is in my mind is when we reach the end of the trail will it
operate so that because of warehousing we may reach 1957 or 1958
or 1959 and all of the buying power has been consumed because of
warehousing? What is the answer to that question?

Mr. CARLL. I don't know, but it would have some effect because
you have used your mortgage money up in advance. It would have
some effect. Of course, they are anticipating, I believe, that there
may not always be quite as much demand for mortgage money as
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there has been in the last couple of years, but I don't know what they
are basing it on.

Mr. O'HARA. Wouldn't you say it is along the line of our present
consumer credit which is bolstering our economy? Our buying power
is coming from mortgaging wages yet to come.

Mr. CARLL. Our whole economy is built on that, purchase of homes,
consumer credit. Even Uncle Sam issues bonds.

Mr. O'HARA. I just wanted to get the information in my mind.
Mr. CARLL. Yes, sir.
Mr. O'HARA. Thank you very much.
The CHAIRMAN. Mr. Ashley.
Mr. ASHLEY. I just have one question for me, in an effort to clear

this in my own mind.
Warehousing, as it is presently practiced, does constitute, does it

not, a cost factor which will show up in the price of future houses
which go through the mortgage procedure In other words, a
house-

Mr. CARLL. You mean, is the price of it passed on to anybody ?
Mr. ASHLEY. I am sorry, I didn't hear your question.
Mr. CARLL. You mean, is the cost of warehousing passed on to

anyone ?
Mr. ASHLEY. Well, my question was, isn't it true that warehousing

constitutes a cost which has to be reflected just exactly as the cost of
nails or boards or what have you?

Mr. CARLL. Well, not exactly, no, because if you buy a security and
hypothecate it with the bank, and you get enough dividends on that
security to pay your interest, it doesn't cost you anything, does it?

The CHAIRMAN. Well, Mr. Carll, I believe that is what they want to
know, and I think this is evident, that when a mortgage company
comes to the bank and makes a warehousing arrangement for mort-
gages they are going to pick up 60 days from now as soon as the
mortgages are closed, or 90 days from now, you charge that mortgage
company, or the ultimate holder of the mortgage, a certain percent of
interest on the money.

Mr. CARLL. That is correct.
The CHAIRMAN. That is interest charged, just like interest will be

charged when the loan is finally completed?
Mr. CARLL. That is right.
The CHAIRMAN. In other words, from the day he gets the commit-

ment he pays interest on the money or else the mortgage company
takes it out on the builder ?

Mr. CARLL. That rate has fluctuated from 31 to 4 percent, and your
coupon rate has fluctuated from 4 percent to 4%. Your GI mort-
gages were 4 percent. There has always been at least a half-point
spread in that interest rate.

The CHAIRMAN. But it is a cost reflected finally whether it shows
up or not in the final purchase of the house?

Mr. CARLL. I wouldn't say so because your buyer is going to pay
that, anyway.

The CHAIRMAN. Well, somebody is going to pay that. Either is
going to cut off-

Mr. CARLL. All right, suppose I buy my house on the first of this
month. I am going to pay interest from the first of this month.

The CHAIRMAN. That is correct.
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Mr. CARLL. Now, what is the difference whether I pay that interest
to the ultimate purchaser of my mortgage or whether I pay it partly
to the bank that warehouses it and partly to the mortgage servicing
company?

The CHAIRMAN. Not one bit. It is paid, but there is no difference
in whether you paid it to the original mortgage holder or to the bank
or warehouse.

Mr. CARLL. The rate is the same for the buyer of the house.
The CHAIRMAN. That is correct; in other words, the payment is

the same whether it is paid directly or paid directly to the mortgage-
holder or paid to the bank.

Mr. CARLL. That is correct.
The CHAIRMAN. Thank you very much. We appreciate your ap-

pearing before us.
Mr. CAn.L. Thank you, sir. It was a pleasure.
The CHAIRMAN. The last two witnesses are together, Mr. J. P.

Eter Williams, president, and Henry Bossert, Jr., chairman, division
of aging, Health and Welfare Council.

Come around, gentlemen.
I want each of you to identify yourselves for the records Are you

going to do the testifying, Mr. Bossert
Mr. BOSSERT. Yes.
Mr. WILLIAMS. I would be glad to identify Mr. Bossert for the

committee.
The CHAIRMAN. You may proceed.

STATEMENTS OF J. P. ETER WILLIAMS AND HENRY BOSSERT, JR.,
DIVISION OF AGING, HEALTH AND WELFARE COUNCIL, PHILA-
DELPHIA, PA.

Mr. WILLIAMS. If I may make a preliminary statement, Mr. Rains.
I am president of the Health and Welfare Council of Philadelphia,

Montgomery and Delaware Counties. My name is J. P. Eter Wil-
liams. That agency constitutes some 300 voluntary agencies, 63 of
which are concerned with the problems of the aged.

In our general work, and particularly in the work of the division
of the aged, we have found that lack of housing is one of the most
serious problems. Some months ago at the request of that division
of the aged, of which Mr. Bossert is chairman, a study was made under
the aegis of the Philadelphia Housing Association. They reported
back to Mr. Bossert's committee, and it is because our council is so
directly concerned with this problem, being made up of groups of
agencies supported by both the voluntary dollar, the tax dollar, the
county, State, and city, that we have asked for an opportunity to
come before you today, and I am asking Mr. Henry Bossert, who is
the personnel director of the Provident Mutual Life Insurance Co.,
and also the chairman of the division of the aged, to make a state-
ment on behalf of the division of the aged today.

The CHAIRMAN. Very well; we will be glad to hear from him.
Mr. BOSSERT. As Mr. Williams said, we have a study which was

made by the Philadelphia Housing Association, through its commit-
tee on housing for the aged, which is one of the most recent things,
and we think one of the most authoritative things in this field.
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Mr. BARRETT. May I interrupt for a moment? We are very much
interested in this subject, and can just about hear you. Could you
speak a little louder, please?

Mr. BOSSERT. Yes, sir.
We asked the Philadelphia Housing Association to make this study.

We asked them about a year ago, and their results were made avail-
able earlier this year.

I mention that to indicate how recent the information is, and I
am going to quote very freely from it in the remarks 1 have to make.

I think you might be interested in the caliber of the people on the
committee. The committee was a subcommittee on the Philadelphia
Housing Association; was chairmaned by Miss Ella Harris, who is a
board member of the Philadelphia Housing Association. There are
22 members of the committee, and at the risk of boring you I want to
mention who they are.

Dr. Margaret Bishop of the research department of the Philadel-
phia County Board of Assistance;

Mr. Hans Blumenfeld, planning consultant;
Mr. Francis Bosworth, executive director of the Friends Neigh-

borhood Guild; and Mr. Bosworth is also a member of the committee
or division on the aged;

J. J. Braceland, vice president of the Philadelphia Saving Fund
Society;

Mr. Henry S. Churchill, architect;
Mrs. Esther C. Forsstrand, consultant of the division on the aging,

Health and Welfare Council;
Leila E. A. Fuhrman, retired field director, nonresident depart-

ment, Lutheran Home.
Mr. Pearace M. Gabell, realtor and board member, Philadelphia

Housing Association;
Elfriede F. Hoeber, research director, Philadelphia Housing

Association;
William W. Jeanes, vice president, Philadelphia Housing Asso-

ciation;
Winifred Johnson, supervisor, division of services to adults,

Philadelphia Department of Public Welfare;
John Park Lee, director, division of welfare agencies, board of

pensions in the Presbyterian Church in the United States;
Dr. Maurice E. Linden, director, division of mental health, Phila-

delphia Department of Public Health, and Dr. Linden is also a
member of the advisory committee of the division on the aging;

Thomas J. McCoy, assistant executive director, Philadelphia
Housing Authority;

Dr. Carleton C. Richards, board member of the Philadelphia
Redevelopment Authority;

Dr. Arthur M. Rogers, associate professor of clinical medicine,
University of Pennsylvania;

Edward L. Stanley, associate manager, mortgage department,
Provident Mutual Life Insurance Co.;

Emil A. Tiboni, chief housing hygiene section, Philadelphia Depart-
ment of Public Health;

Dr. Milo Upjohn, director, family counseling service, Episcopal
City mission;
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David A. Wallace, director of planning, Philadelphia Redevelop-
ment Authority;

Rosa D. Wilkins, assistant manager, Joint Council No. 79 and
No. 246, International Ladies' Garment Workers Union; and

Catharine S. Zimmerman, executive director, Family Counseling
Service, Camden, N. J.

I apologize for reading such a long list, but I think that you
should know.

The CHAIRMAN. I am going to ask that this book be included, even
though it is a bit long, in the record as a part of the hearings after
your statement, the entire booklet.

Mr. BOSSERT. Thank you. I believe there are copies also for
the press.

Mr. BARRETT. We have the author of H. R. 3919 here, Mr. O'Hara.
The CHAIRMAN. We will be glad to have your statement.
Mr. BOSSERT. The committee, as it says in its report, concerned

itself with the housing needs of persons of low and moderate incomes
who prefer and are capable of living independently in the community.
I am going to talk in these few minutes about aged persons with
the understanding that we mean persons aged 65 and over. I under-
stand there might be some debate about whether "aged persons" is a
proper designation for such an age bracket, but for our purpose we
will use that term.

I also want to point out that the statistics used in this booklet, and
which I will quote, are statistics having to do with the city of Phila-
delphia, but the Health and Welfare Council, as Mr. Williams said,
has also an interest in Delaware and Montgomery Counties, and we
feel there are counterparts in those two counties, even though the
statistics we quote will be just for the city of Philadelphia.

First, about the number and composition of the aged population
we are talking about: In 1950 there were 161,000 people in this aged
bracket in Philadelphia, and between 1910 and 1950 that particular
age bracket had increased 173 percent. Now, I realize that percentage
doesn't mean a lot unless you have something to compare it with.
Well, here are some comparisons. In the age bracket 45-64 the in-
crease during the same 40 years was 91 percent, or about half what
it was in the aged bracket.

The CHAIRMAN. Let me get that clear in my mind. Is that per-
centagewise, or are those figures a little bit amplified because of the
increase in population?

Mr. BOSSERT. That is percentage increase.
The CHAIRMAN. In other words, people are living longer?
Mr. BOSSERT. That is the reason for this spiral, yes. In the age

bracket 15-44, the increase during those years was only 18 percent,
and in the age bracket under that it was only 11 percent, indicating
the rapid increase in the aged bracket.

Another interesting characteristic of this group is that a very large
proportion are females. Fifty-seven percent are females, 43 percent
males, in this population, indicating that the females, of course, as
we know, live longer than males in that age bracket.

Another interesting static is that 56 percent of these females were
widows and another 14 percent were single women or a total of 70
percent women who were without spouses.
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Now, about the living accommodations of these people. Ninety-
three percent of them lived in homes in their own homes, households,
and only 7 percent in institutions and lodging houses. However,
those who lived in their own households were not necessarily in their
own households. They were living in a household. As a matter of
fact, a quarter of the men and over 40 percent of the women living
in households were not living in their own households.

Among the aged persons owning and occupying their homes in
1950, 8 percent lived in housing which was either dilapidated or lack-
ing essential sanitary facilities. Again that percentage doesn't mean
very much unless you have something to compare it with, so by way
of comparison we have noted here that the corresponding percentage
for persons under 65 was less than 6 percent, as compared with in
excess of 8 percent for the aged bracket.

Furthermore, among the aged persons living in rented dwelling
units, 28 percent of those dwellings, found by this committee, were
substandard. What about the incomes of these people? The incomes
of these aged people are low. We have some 1949 statistics in this
report. The median income for these aged males was $1,857 a year,
and for the aged females $780 a year.

By way of comparison, the median income for all males of 14 and
over was $2,841, or about a thousand dollars more than for the aged,
and median income for all females was $1,479, or about $700 more,
about double for the female aged.

Naturally, a committee of this caliber which spent this length of
time making this study couldn't help reaching certain opinions and
findings. The committee found that there was virtually no housing
in the Philadelphia area for older persons which takes into account
their special needs, and in a few minutes I want to mention what we
think some of the special needs are for older people.

The committee also found that the most important problem in their
opinion was the disparity between the cost of housing and the ability
of the older people to pay for it, and that is why the problem is so
difficult to solve through the ordinary private housing projects.

The committee was of the opinion that suitable housing for aged
people would reduce the need for more costly institutional facilities.
Out of all of this study they reached two major conclusions which we
think are germane to the kind of thing you gentlemen are interested in.
One of those was that single persons aged 65 years of age and over,
or groups of 2 or more unrelated persons in the same age bracket,
should be eligible for low-rent public housing projects. Our under-
standing is that they are not so eligible today and probably to make
them eligible would require a revision of the Federal interpretation
of the family.

The CHAIRMAN. You mean if they fit in incomewise? You are not
talking about a widow, 65, for instance, who has half a million dollars.

Mr. BOSSERT. No; I am talking about people who are needy.
The second major conclusion this committee reached was that hous-

ing units for aged people should be designed specifically for them.
I said I would like to say a few words about what that means. Well,
it means providing ground-floor locations where the climbing of stairs
is not a problem, or locations where if there are a few steps, with
ramps for getting up to the level of the home. It means convenience
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to transportation, stores, churches, recreation. It means having a few
one-room units for elderly people who are living alone. It means
arranging aged people in groups, not necessarily isolating all of the
aged in one spot, but arranging them in groups for sociability.

Mr. BARRETT. Let me ask you a question: Don't you think if you
located them all in one area it might give them a feehng or a sense
of being institutionalized ?

Mr. BOSSERT. I believe this committee feels it is more likely to do
damage to their morale by segregating them, whereas if they could
be housed in groups but not segregated from other age groups it would
be an advantage.

Mr. BARRETT. Do you have any idea of what percentage would de-
sire segregation

Mr. BOSSERT. I have not; I am sorry.
I might say with us here today are two people who are experts in

this field, and that question may be one they may answer-Mr. Sidney
B. Markey and Mrs. Esther C. Forsstrand are both members of the
council. I wonder if they would care to express an opinion on that?

Mr. MARKEY. I don't believe there has been any percentage figure
arrived at along the lines of your question, Mr. Barrett. The funda-
mental, as Mr. Bossert has indicated, is that they want to live in a
normal setting in terms of a community of all ages and with accom-
modations so they can fit into the community.

Mr. BARETrr. I understood that, but by the same thought I was
wondering if they were-let us use the word "projects" for illustra-
tion-you wouldn't want one section of that project to be set aside for
handicapped or aged persons?

Mr. MARKEY. Well, let us take Tasker in South Philadelphia, your
own bailiwick. There could be a percentage, but I think the problem
would be to get a percentage so you would have something like normal
living in the Tasker homes. It would be dangerous to establish any
percentage.

The CHAIRMAN. You may proceed.
Mr. BOSSERT. There are several excellent publications in this field,

and two of them are named in the reports which you have, and one of
them is Standards of Design, Housing for the Elderly, and that is
published by the Massachusetts State Housing Board, and the other
is Housing and Aging Population, published by the American Public
Health Association.

As you know, we are leaving with you copies of the report. Most
everything I have said is in there, and many things I have left unsaid,
and if there are questions we can answer we will try.

I am glad that we have some experts with me because I am sure
you can ask me some questions I won't know the answers to.

(The material referred to by Mr. Bossert is as follows:)

HOUSING FOR THE AGED

REPORT AND RECOMMENDATIONS

Committee on Housing for the Aged, Philadelphia Housing Association, May 1955,
chairman, Ella F. Harris, prepared by Elfriede F. Hoeber

The Philadelphia Housing Association's Committee on Housing for the Aged
was established in the spring of 1954 following a request to the association by the
Health and Welfare Council's division on the aging for a review of the housing
problems of aging persons.
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'lfo The committee concerned itself with the housing needs of older persons of low
and moderate incomes who prefer and are capable of living independently in
the community. The committee also considered policies and practices which

S affect the quantity and quality of private and public housing available to older
persons.

The committee is agreed that the housing problem of older persons is closely
related to the housing problems of the community at large, that significant
progress in providing housing for one segment of the population largely depends
on the progress made in providing decent housing for everybody.
The housing problem of the aged

The committee feels, however, that there are several factors which justify
Iti, consideration of special programs designed to improve housing conditions for

older persons. The aged, defined generally by the committee as persons 65 and
S over. are a rapidly growing segment of the population Aged persons have
doubled in number in Philadelphia during the last 20 years and will continue to
increase in absolute numbers as well as in proportion to the rest of the population.

The proportion living in unsuitable housing is larger among the aged than
S among the rest of the population.

Women outnumber men substantially in the older age groups, and there is a
high proportion of single, widowed, and divorced persons, especially among the
i women.

n There is virtually no housing available which takes the limitations and special
. needs of older persons into account.

S Because of the low average incomes of older persons, there is a frequent
disparity between the cost of adequate housing and the ability of older persons

ie01 to pay for it, a factor which the committee regarded as the most important
at obstacle to decent housing for older people.'

The committee believes that the major housing requirement of the aged is a
substantial increase in the number of small apartments at low rents; that these

1W. apartments should be equipped for the special needs of older persons; thatt1. they should be available to the numerous persons living alone as well as to
couples and groups of two or more unattached persons; that the provision of such
housing would materially reduce the need for increasing the more costly
institutional facilities.

nk New private housing
The committee is doubtful that private housing built for profit can produceS housing for older persons at rents low enough for those older persons living on

1 low and moderate incomes. The lowest apartment rents achieved in recent years
by private builders generally exceed the paying capacity of the majority of older
persons in need of such housing.

The committee concluded that the financing provision currently available for
cooperative housing under title 213, FHA, represent the most advantageous con-
Sditions because the lower interest rate and a longer amortization period, com-

it bined with a downpayment, produce lower monthly carrying charges than prevail
Sin other rental housing.

A subcommittee under the chairmanship of Mr. J. J Braceland conferred with
the Federal Housing Administration for the purpose of developing plans for a
small development of efficiency units with rents expected to be not much higher
than $40 a month. The project is still in the drawing board and consultation
stage and will be further pursued. Once a feasible project is developed, it will
be necessary to find institutional or other sponsorship for the building and man-
agement phase. Among groups most likely to be interested in the sponsorship

3I would be labor unions, retired employee associations, and established nonprofit
homes for the aged.

The committee believes that the potentialities of title 213 probably can be
best realized in cooperatives composed of persons in the preretirement group,
for it will be easier to find qualified participants among persons whose income
has not yet been reduced; that cooperative housing may result in satisfactory
housing for older persons in the income level somewhat above public assistance.

Recommendaton 1: Further exploration of the potentialities of title 213, FHA,
for the purpose of developing a demonstration project of apartments for older
persons to determine the lowest possible rents, and to discover the problems inher-
ent in the operation and maintenance of such housing.

I For more detailed data see the appendix and charts at the end of this report.
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Apartment building by existing nonprofit homes
There appear to be several new roles for the established nonprofit homes. They

could act as sponsor-builders or owners of apartment developments and offer
advantages not available through any other organization, particularly if the
new facilities were reasonably near the existing home where the apartment resi-
dents would have access to the recreational and social facilities as well as to
the housekeeping or nursing services The sheltered facilities of the home could
be available to apartment residents at the time when they can no longer live
independently.

The provision of apartments for older persons capable of living independently
would be a logical extension of the living-out, eating-in plan now available at some
nonprofit homes.

The committee is not certain that apartments operated by nonprofit homes
would be financially self-sustaining. It is likely, however, that lower rents can
be achieved by nonprofit organizations than by commercial developers because
of tax-exemption and absence of need for a profit on the investment.

Recommendation 2: Existing nonprofit homes for the aged, and other groups
such as labor unions and churches, should be encouraged to engage in experi-
mental operations.

Federally aided public housing
The committee believes that public housing is essential for older persons who

cannot afford suitable private quarters. The committee shares the conviction
of many other groups throughout the country that current regulations which
exclude single persons and groups of two or more unrelated persons from occu-
pancy in federally aided projects must be rescinded so that public housing can
play a larger role in meeting the housing needs of older people

The committee expressed its views on the desirability of removing the restric-
tions against single persons in public housing to the appropriate congressional
committee during the consideration of the Housing Act of 1954. However, the
restrictions still prevail.

There will be approximately 1,300 1-bedroom apartments in the 19 perma-
nent public housing projects in Philadelphia when current construction is com-
pleted. Older couples are accepted for occupancy (when there are no veteran
applicants) and aged survivors are permitted to remain after the death of their
spouses. The units are not especially designed for older persons but they are
completely suitable for persons without disabilities.

The committee is gratified that several bills designed to make more federally
aided public housing available to older persons have recently been introduced in
Congress. One type of bill would remove the restriction against the admission
of single persons to public low-rent housing in the case of persons 60 years of
age and over. Bills of another type (the O'Hara bill. H. R. 3919, and the Spark-
man bill, S 1642) would also admit single older people; in addition they would
authorize 50,000 low-rent units annually for 5 years for eligible elderly per-
sons of low income.

In line with its findings the committee took cogmzance of these bills with
satisfaction, particularly of the O'Hara and Sparkman bills, because they would
result in the production of additional housing geared to the special needs of
older persons. In contrast, the use of existing public housing for single persons
would solve the problems only for relatively few of those in need of better
housing, and it would reduce the supply available to other groups similarly in
need, particularly the large families.

Recommendation 8: All public housing should give adequate consideration
to the needs of the older population, including single persons and groups of two or
more unrelated individuals.

Recommendation 4: Legislation to provide a special authorization for low-rent
housing for older persons (on the lines of H. R. 3919 and S. 1642, now pending)
should be enacted.

Recommendation 5: The present regulations of the Public Housing Adminis-
tration which exclude single persons from federally aided low-rent housing should
be changed, at least in the case of older persons.
Redevelopment

The committee learned to its satisfaction that the Philadelphia Redevelopment
Authority recognizes the need for moderate cost accommodations for older per-sons and is planning to provide ground-floor apartments in its rehabilitation
program as part of the Southwest Temple redevelopment proposal.
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The committee welcomes this program especially because it will tend to pro-
1 vide housing for older persons in areas where they are now living. It urges
tH the redevelopment authority to pursue this plan. The committee recognizes that

t the displacement of older persons in the redevelopment process requires special
tbt attention.
ii, Recommendation 6: Redevelopment planning should give adequate considera-

S tion to the needs of older persons, both in new housing and in housing slated for
rL rehabilitation. Where necessary, the value of the structures should be written

down sufficiently to enable a redeveloper to provide accommodations for older
bpi people at moderate rents.t  

Law enforcement and relocation
The committee believes that the enforcement of the new housing code and of

S other regulatory codes can greatly contribute to the improvement of housing
conditions under which older people live. The committee recognizes, however,
that dislocation of older persons arising from code enforcement and other
governmental improvement programs will pose special problems and require
particular attention during the relocation process.

S While it may be easier to find the small apartments needed for older persons
than accommodations for larger families, the move from a familiar environment
is often a greater emotional upheaval for older persons, particularly if there is a
S personal attachment to a neighborhood community facility. Older persons may

i, be less capable in handling the mechanics of moving. An otherwise adequate
S apartment may be unsuitable because of the location, the necessity of climbing
stairs, poor access to transportation, stores, churches, and recreation.

Older homeowners often do not have the funds for making code-required re-
pairs and for proper maintenance They may not find it possible to obtain repair
S loans through existing mortgage and loan channels

There are a number of older persons whose residence is both shelter and source
of livelihood because they sublet space or take roomers or boarders.

The extent of these problems is not yet known and the committee has asked
Housing Coordinator Rafsky to study and report the effects of code enforcement
on older persons in the so-called leadership areas.

Recommendaton 7: Enforcement of minimum standards must be swift and
S thorough so as to eliminate unsafe and insanitary housing

Recotmmendatson 8: The department of licenses and inspections and the health
department, which is making housing quality surveys, are urged to make publicly
available all information they gather on the housing conditions and housing prob-
lems of older people, including descriptions of the effects of their programs on
older persons.

"D Recommendation 9: The city-supported Central Relocation Service must give
S older persons the special assistance they need when they are dislocated by public

action.

State aid
Pennsylvania-in contrast to other States such as New York and Massachu-

setts-has assumed very little responsibility for housing. So far, the only State-
aided housing program is contained in the housing and redevelopment assistance
law of 1949 which set up a fund of $15 million, part of which was available for
capital grants to rental housing for families of moderate income.

Judging by the Philadelphia examples, Penn Towne and Larehwood Gardens,
the program has neither produced enough housing (850 units altogether) nor are
rents low enough ($55 for efficiency units at Penn Towne and $62 80 for 1-bedroom
units at Larehwood Gardens) to be of much help to older persons.

Recommendation 10: The Commonwealth of Pennsylvania must assume re-
sponsibility for increasing the supply of low and moderate-rent housing through
State aid in order that a larger proportion of improperly housed families and
single persons, particularly the aged, may obtain decent accommodations within
their means.

Planning considerations
The committee believes that the provision of housing for older persons should

be part of an overall comprehensive plan. Specific housing developments for older
persons should be an integral part of a neighborhood, and therefore, should not be
built in large "segregated" projects exclusively for older people. The desirable
maximum and minimum size must be determined by local needs and circum-
stances, but congregations of more than 50 units would appear undesirable in
almost any case. The situation may be different in the case of "retirement vil-
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ages" designed primarily to meet the need of the able-bodied elderly of independ-
ent, if low, incomes. Housing for older persons would in most cases be best in
locations where effective community services can be rendered, accessible to stores,
churches, transportation. It should be in groups large enough for sociability,
mutual assistance, and, again, for economical servicing.

As to the design and equipment of dwelling units for older persons, the com-
mittee refers to several excellent existing publications dealing with the mat-
ter, including Standards of Design, Housing for the Elderly, published by the
Massachusetts State Housing Board, and the American Public Health Associa-
tion's Housing an Aging Population.

Factfinding and research
The committee has been handicapped in its review of the housing problem

of older persons by the absence of adequate current data on which to base
policy considerations. Information on incomes is particularly inadequate.

In an effort to remedy this situation a bill has been introduced in the United
States Senate by Senator Potter and joined in by 54 other Senators (S. 693)
which would establish a United States Commission on the Aging. The purpose
of the Commission would be to define the various problems of the aging, includ-
ing housing and living arrangements, and to propose solutions.

Recommendation 11: Pending bills and similar legislation should be enacted
to provide facilities for comprehensive factfinding and research into the total
needs of older persons, including housing.

Recommendation 12: A Pennsylvania commission should be established by the
Governor to maintain a continuing study of the problems of the older popula-
tion, including housing.

The CHAIRMAN. Mr. Bossert, we appreciate that very good discus-
sion of what is to us a very prime subject. Some of us made an
effort to get some housing for the aged included in the recent housing
bill in Washington, and because of the circumstances we were unable
to do so. However, I think I should like to say for the record, and
for your benefit, that housing for the aged is coming to have a great
deal of support bipartisanwise across the Nation, and I am quite sure
that we are going to see in the days to come some special emphasis in
the Congress put on housing for the aged.

One of the leaders in that field sits on my right, the gentleman from
Illinois, and I am going to yield to him the right to ask the first
question.

Mr. O'Hara.
Mr. BOSSERT. Before Mr. O'Hara starts, I would like to say we

appreciate what you said, and in coming here we would encounter
very little opposition, so to say, because we know of the sympathetic
spirit in both the House and the Senate to this question.

The CHAIRMAN. Now is the opportune time to strike.
Mr. O'HARA. I might say, Mr. Bossert, that those remarks come

from the great generosity of our chairman. No one has been more
the champion of housing for the aged than the chairman of this
subcommittee, who has served seven terms in the House of Representa-
tives with outstanding distinction and is beloved both by his colleagues
and the people of Alabama.

It so happens the bill that bears my name is a joint project of 10 or
11 members of the Banking and Currency Committee of the House of
Representatives. The response we have been receiving all over the
country has been tremendous. It is not limited by party lines. Appar-
ently there is a realization among all our people that with our growing
aged population, with their limited means and their desire for a nor-
mal life, that people all over the country think there should be pro-
vided housing within their means, and especially built for their
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AGE GROUPS IN PHILADELPHIA'S
POPUATION, 1910 & 1950

% Increase
1910--1950

/ 65 years
./ 'l".'::"- and over- 173

/ / / i 5-6 years 91
I IISW//

154& yeuar 18

under
S15 years 11

Source: U. S. Census Philadelphia Housing Ass'n.
mx 1955
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PHILADEPIANS 65 YEARS OF AGE AND OVER

Slagle, .idowed

1ooo. U.S 0..0 of Pop. 1950
V. nI, Part 38, Table 57

Philadelphia Housing Asocioationl
ma 1955
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LIVING ARRANGIENTS OF PERSONS 65 IEARS OF AGE AND OvER
Philadelphia Standard Metropolitan Area: 1950

employees 0.2%

Resident employees

Source: U. S. Census of Pop. 1950 Philadelphia Housing Ass'l
Vol. II, PT. 38, Tables 58 and 60 May 1955

physical requirements. There has been some amazing progress made
in Colorado, for instance. A group there has worked together, the
bankers, realtors, and churches, and everybody else, and they are build-
ing a project out there, a private project, with everybody cooperating
tobring it about.

For instance, there is the problem when an elderly man and his
wife are living together, and then one of them dies. They have in
their program where the space occupied by them is adjusted to the
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changed family. If there have been 2 rooms, it could be 1 room.

There are many other things which show the study that people all
over the country are giving to this very great problem.

I think that in the 2d session of the 84th Congress if all of us

working together properly present the problem there will be such a

political climate in the Congress that we will get the start on this
program.

We must agree that at this stage it is necessary to have public
housing, especially built and constructed for the aged, and there is
much in what Congressman Barrett said. Some may not prefer be-
ing segregated among elderly people, although in that connection
Israel has been conducting a most interesting experiment. They have
a city entirely of the aged. They have a mayor of that municipality
within the municipality. Nobody but the aged lives there. They run
their own affairs, and from the most recent reports that I have received
they have found that this reposing of responsibility has tended to
rejuvenate those people, and they are taking on a new aspect of youth.

So I am not so sure that you have to have mixing of the aged with
the young, but I do think, of course, that from the studies that you
gentlemen are making and you ladies, and are being made all over the
country, will come the right answer.

I want to thank you so very, very much for your contribution and
assure you it is going to be helpful to us, most helpful, and now I am
turning the questioning back to our great Congressman from Phila-
delphia, and when I say "great" I am telling you what we have found
who work with him in the Congress and in committee. He works
day and night. He is a great Congressman.

The CHAIRMAN. Mr. Barrett.
Mr. BARRETT. I think his statement answers the question, Mr. Chair-

man. I have one other question: Have you given study to the para-
plegics and the handicapped ?

Mr. BOSSERT. Yes. Not particularly contained in this volume to
any extent.

Mr. MARKEY. Is your question, Mr. Barrett, in terms of needs of the
handicapped?

Mr. BARRETT. Housing for the handicapped and the paraplegics.
Mr. MARKEY. Yes; we have a whole section of our organization that

is devoting its time to that study, and has a request in Washington
now for a special program for the rehabilitation of the handicapped
which includes the aged handicap as well.

Mrs. FORSSTRAND. May I add a comment to that?
The CHAIRMAN. We would be glad to hear from you.
Mrs. FORSSTRAND. We are talking about older people who are

healthy and happy and can live useful lives if given the housing they
need, and the proper health measures. Last year in Sweden I had
opportunity to visit many of their units of housing and visit with the
older people as well as their administrators, and now in Sweden they
say to my question that I admire their housing for their older people,
and Dr. Bergman, the director of all welfare of the State of Sweden
said, "No, Mrs. Forsstrand, we do not have housing for our older
people. We have housing for our people."

Mr. BARRETTr. Well, in order to get housing for all of the people we
have to outline the types of people, and then when we get the housing
for them we say we have housing for all people.
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But we are extremely interested in the poor family who has a
father or mother who is a paraplegic, and needs some motivation to get
around.

Mrs. FORSSTRAND. May I illustrate the need of older people by a
story that happened around the Lighthouse, which is a settlement
house in Kensington. These two older women had lived together for
years, and they were cleaners. They reached retirement age. They
no longer could live in their apartment because they could not climb
the three flights of stairs. Under retirement they did not have suf-
ficient money to pay for another apartment to meet the standard they
wanted. They had no family. They were each other's family. But
they were turned down in Philadelphia by the Public Housing Au-
thority because they were not eligible, they were not considered a
family. This is the group we are thinking of.

The CHAIRMAN. That shows the great need for this particular type
of housing.

One question, Mr. Bossert, and then I yield to Mr. Ashley. I hear
that the Dominion of Canada has a well worked out, sound, working
program of housing for the aged. Do you know anything about that,
or not

Mr. BOSSERT. I am sorry, I do not. Maybe one of our experts does.
The CHAIRMAN. Does anybody here know anything about it?
Mrs. FORSSTRAND. I question it unless they have done it within the

past 2 years because 2 years ago an architect and city planner came
to Philadelphia from Toronto asking about our plans for housing
older people, and that they recognized the need, and they were going
to do something about it, but I think it was something just in the plan-
ning area at that time.

The CHAIRMAsN. I have heard that statement in Washington by
Members of Colgress and other people who check back and forth.

You gentlemen are doing a good job statisticswise. If you get a
chance to check into it drop us a note on what you find out.

Mr. BOSSERT. I would be glad to.
The CHAIRMAN. Mr. Ashley.
Mr. ASHLEY. I have little to add. I was interested, Mrs. Forsstrand,

in your statement -that you were told in Sweden that they did not dis-
tinguish between housing for the aged people, that what they had was
housing for the people. I think that, of course, is the approach that
we are trying to make, a broad approach.

I think, perhaps, it is because the housing in Sweden is nationalized,
as distinguished from the housing industry in this country, that-

Mrs. FORSSTRAND. I don't think so. It is to a greater extent. I do
have those figures, but it was a large percentage of the housing that is
by private enterprise, and they told me-I was a member of a geronto-
logical study tour in western Europe last year, and Dr. Bergman told
us in Sweden that when they first built these segregated cities and
realized from studies that the older people didn't like it, and the
younger families missed the older people for baby sitters, and what
not, and now what they do, when a private enterprise is building a big
apartment building they ask that private enterprise to set aside a
certain number of apartments for the old-age pensioners as they call
them, and then they say according to the area what the rate of rent
shall be, and the Government subsidizes that private enterprise build-

bSW2-55--pt 1-31
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ing so that they are able to rent it at the amount which the pensioner
can pay.

Mr. ASHLEY. Yes.
Mrs. FORSSTRAND. It is Government subsidy, you are right, but it is

also they claim private enterprise.
Mr. ASHLEY. The point I was trying to make actually was that I do

appreciate and respect their approach to the problem. I don't believe
that in an approach we vary from the Kingdom of Sweden.

One question, Mr. Bossert: I was very interested in the figures you
gave of the income of the older people. Do those income figures in-
clude social security? I dare say they did.

Mr. BOSSERT. Yes.
Mr. ASHLEY. That is all, Mr. Chairman.
The CHAIRMAN. Thank you, ladies and gentlemen. We appreciate

your appearing before our committee, and we hope to be able to-
Mr. O'HARA. Mr. Chairman, may J interrupt ?
The CHAIRMAN. Yes.
Mr. O'HARA. We received literature from all parts of the country,

and we were told in one of the Provinces of Canada that they had made
some experiments that were very satisfactory.

That is what the chairman referred to.
The CHAIRMAN. That is right.
Mr. WILLIAMS. We will try hard to find that, sir, and certainly

make sure to send it to the committee if we do.
The CHAIRMAN. Tomorrow morning at 9:30 we will hear Mr.

William Kelley, Director of FHA.
The committee stands in recess until 9: 30 tomorrow morning.
(Whereupon, at 3: 30 p. m., the committee adjourned until Friday,

October 14,1955, at 9: 30 a. m.)
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FRIDAY, OCTOBER 14, 1955

HOUSE OF REPRESENTATIVES,
SUBCOMMIsTTE ON HOUSING OF THE

BANKING AND CURRENCY COMMITTEE,
Philadelphia, Pa.

The subcommittee met at 9: 30 a. m., Hon. William A. Barrett
presiding.

Present: Messrs. Barrett, O'Hara, Ashley, and Widnall.
Mr. BARRETT. The committee will heal Mr. Kelley, Director of

FHA.
Mr. Kelley, do you have a statement you desire to read?
Mr. KELLEY. Mr. Chairman, I would like to complete my state-

nment first, and then subject ourselves to your inquiries.
Mr. BARRETT. You may proceed.

STATEMENT OF WILLIAM A. KELLEY, DIRECTOR, PHILADELPHIA
FIELD OFFICE, FEDERAL HOUSING ADMINISTRATION; ACCOM-
PANIED BY THOMAS J. GALLAGHER, ASSISTANT DIRECTOR,
JAMES W. REMENTER, CHIEF UNDERWRITER, AND HARRY J.
CONNOLLY, CHIEF OF OPERATIONS

Mr. KELLEY. Mr. Chairman and members of the committee, my
name is William A. Kelley, and I am director of the Philadelphia in-
suring office of the Federal Housing Administration. The jurisdic-
tion of the Philadelphia office embraces 37 counties in eastern Penn-
sylvania, and consists of approximately 14 major metropohtan areas.

I understand that it is the purpose of this committee to ascertain
the status of the Federal Housing Administration multifamily hous-
ing insurance programs within the area covered by the Philadelphia
office. I also understand it is your desire to receive some expression
as to the adequancy and effectiveness of the multifamily housing leg-
islation presently being administered.

In an effort to be brief and concise and still submit complete and
accurate information to this committee, I will outline our experience
covering each specific rental housing section.

With me today are the following members of my staff: Mr. Thomas
J. Gallagher, Assistant Director; Mr. James W. Rementer, Chief
Underwriter; Mr. Harry J. Connolly, Chief of Operations.

These officials and I will endeavor to answer any questions raised
by this committee regarding any phase of Federal Housing Adminis-
tration mortgage insurance operations.
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As you know, section 220 mortgage insurance can only be used
after an urban renewal or redevelopment area has been delineated by
the city and a plan for the area has been approved by the Urban
Renewal Administration and certified by the Housing and Home
Finance Agency. As Mr. Lammer has testified on Wednesday, this
is a complex procedure. For this reason, close teamwork is re-
quired between the Housing and Home Finance Agency regional
office, the Federal Housing Administration insuring office, and the
local Redevelopment Agency.

It is possible that consideration of Federal Housing Administra-
tion affairs this morning may lead to questions regarding HHFA
Urban Renewal problems. I have, therefore, brought m addition
to my own staff members Mr. David. M. Walker, regional administra-
tor of the Housing and Home Finance Agency, and Mr. Howard
Wharton, regional director of Urban Renewal.

In our application of section 220, we have been most fortunate in
receiving excellent cooperation from all who are associated in any
way with the problem of urban renewal. The two projects which
I will describe in a moment have been initiated by competent sponsor-
ship, applications have been filed with our agency, and there is every
prospect that closing and commencement of construction will occur
within the reasonable near future.

The North Triangle development represents a project consisting of
four 18-story air-conditioned elevator, fireproof apartment buildings
comprising 882 family units, and is located on Philadelphia's Benja-
min Franklin Parkway immediately adjacent to the art museum.

The project was initiated by the Philadelphia Redevelopment Au-
thority and the redevelopment plan was perfected through the joint
efforts of the Philadelphia Planning Commission, the Philadelphia
Art Jury, and the Urban Renewal Administration of the HHFA.
From time to time during the planning of this project the various
agencies mentioned sought the advice and counsel of the FHA.

Subsequently, Mr. Harry K. Madway and Mr. Bernard Weinberg
were selected as the redevelopers. They then entered into contract
with the Philadelphia Redevelopment Authority concerning comple-
tion of the proposed housing structures.

In July of 1955 the North Triangle project was approved by the
Urban Renewal Administration and certified to FHA by the Adminis-
trator of HHFA as being eligible pursuant to the provisions of sec-
tion 220.

Thereafter, I encouraged the redevelopers to submit an application
to FHA as soon as possible.

On August 19, 1955, FHA received an application for mortgage
insurance from the redevelopers, Messrs. Madway and Weinberg.

All required preliminary conferences in connection with this appli-
cation have been held and it may be reasonably assumed that, if our
agency receives all required technical information, processing will
be completed and a commitment issued in the latter part of December
1955. Under such circumstances, construction of the project will
probably commence in the early part of 1956.

A separate statement showing the chronological processing of this
particular project has been prepared for the committee and may, if
you so desire, be made a part of the record.
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Our second 220 project is designated as Southwest Temple No. 1-A.
This development, located in the north-central section of Philadel-
phia. represents a new construction project of 229 units, consisting
of 120 garden-type walkup apartments and 109 single-family row-
house dwellings.

The redevelopment plan for the Southwest Temple area was origi-
nated by the Philadelphia Redevelopment Authority and planning
was completed in conjunction with other agencies as described in the
case of the North Triangle project. The redevelopment plan was
approved by the Urban Renewal Administration and certified to
FHA by the Administrator of HHFA on April 18, 1955.

Previously on March 11, 1955, an application for FHA mortgage
insurance under section 220 had been submitted to FHA by the re-
developer known as the Southwest Temple Corp. Processing of the
project has taken 3 to 4 months longer than usual because of the
necessity of frequent revisions of the architectural exhibits. How-
ever, I am happy to report that for the last 3 weeks we have been
ready to issue our commitment and are now awaiting final approval
of the plans and specifications by the Pennsylvania State Planning
Board and the Philadelphia Redevelopment Authority.

It is our understanding that a number of changes of a minor nature
are under consideration, and it is hoped that approval of these will
be forthcoming in the near future, at which time the commitment will
be issued without delay.

As in the case of the North Triangle development, a separate state-
ment showing the chronological processing of this particular project
has been prepared for the committee and may, if you so desire, be
made a part of the record.

We have worked with the redevelopment authority on one redevelop-
ment project under 220. The area selected has been largely unoc-
cupied for a long time, and buildings were in an advanced stage of
dilapidation. The extent of work required to make them safe and
suitable for occupancy was actually too costly to be feasible. It would
be better to take these buildings down and build new ones. However,
I believe there are many other areas which the city could select for
successful use and rehabilitation under section 220.

Under the provisions of section 207 of the 1954 legislation we have
insured 2 rental housing projects. One represents an 11-story eleva-
tor apartment building, and the other a 2-story garden-type project.
An additional high rise elevator structure is under an outstanding
commitment, and we have also received for preliminary considera-
tion an 18-story elevator structure comprising 759 units.

In view of the fact that mortgage amounts under this particular
section are predicated upon value, feasible projects will be possible
only in choice locations where it may be assumed that premium rents
will be available.

Turning to section 213, I want to say that the 1955 amendments to
the act, which reinstated replacement cost rather than value as a basis
for computing mortgage amounts, will probably encourage the origi-
nation of cooperative management-type projects. This viewpoint is
especially applicable to consumer-initiated cooperatives.

We have commenced discussions with the local Friends Service
Committee toward reactivating a rehabilitation project under their
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sponsorship which will represent an addition to the project previously
sponsored by that organization and insured by our agency. Mr. Cross-
man, in his testimony on Wednesday, described the original project.

We are entertaining a consumer-initiated proposal from Mr. Joseph
Braceland, vice president of the Philadelphia Saving Fund Society.
This is a garden-type walkup project in which the cooperators will
be retired persons or similar individuals approaching that status.
This proposal is actually being encouraged by the Health and Welfare
Council, and the Philadelphia Housing Association, which organiza-
tions are Red Feather agencies of the United Campaign Fund.

We are convinced that, as a result of the recent amendments to
section 213, and uith the active participation of local public interest
groups, the prospects for originating legitimate consumer-initiated
cooperatives have been provided a new impetus.

Title VIII, as amended under the 1955 act, has resulted in a sub-
stantial degree of interest and activity on the part of the military
authorities.

Up to the present, we have held preliminary discussions with repre-
sentatives of the Philadelphia Quartermaster Depot, the New Cum-
berland, Pa., depot, and the Letterkenny Arsenal.

It may be reasonably assumed that several projects under this
section will be originated, constructed, and insured.

I appreciate the opportunity that has been afforded me to express
the viewpoint of our agency in connection with our various Federal
Housing Administration insurance operations, and I would be
pleased, in conjunction with my associates, to answer any questions
concerning our activity upon which the committee may desire further
information.

(The material referred to by Mr. Kelley is as follows:)
OCTOBER 14. 1955.

To. House Banking and Currency Subcommittee.
From: William A Kelley, Director. Federal Housing Administration, Philadel-

phia, Pa.
Subject- North Triangle Redevelopment Area (Parkway Triangle Apartments),

Benjamin Franklin Parkway, adjacent to the art museum.

NF(Or'IIA'IION WITH THE PHILADELPHIA REDEVELOPMENT AUTHORITY

3 Date bids opened by the redevelopment authority: June 8, 1954.
2 Sponsors Bernard Weinberg and Harry K Madway.
3. Bid to authority for site: Annual rental of $75,000 (no term of lease indi-

cated), and/or option to purchase at $1,675,000 The purchase price, based on
approximately 390,550 square feet, would represent $429 per square foot.
On the basis of a leasehold, it would represent approximately $019 per square
foot for annual rental.

4 Number of family units: 880.
5 Number of family dwelling rooms: 3,690.
6 Average room per family unit: 4 2.
7 Garage space: 

4
i5 covered, 230 open, or a total of 725, representing 82 4

percent related to the number of units.
8. Contractor: Several nationally recognized construction organizations sub-

mitted, with specific choice reserved for the future
9 Architect John H. Graham and Associates, Washington, D C
10. Financing Originally intended to be obtained through conventional mort-

gage sources, but reservation made to explore all applicable sections of the
National Housing Act.

11. Estimated project cost: $10,147.500.
12 Lot coverage: Residential buildings represent 11.7 percent and the non-

residential is 0 75 percent Landscaped area will represent 56 percent
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13 Ninety-eight families per net acre and 253 persons per net acie
14. Bid security: Successful sponsors deposited certified check in the amount

of $101,475
15 Bid awarded on the basis of the conditions noted below *

(1) The purchase price or rental proposed to be paid for the land
(2) The degree with which the proposal will produce a well-planned resi-

dential area and meet the broad objectives of the development program as
well as the requirements of the redevelopment area plan as approved by the
city planning commission.

(3) The rents or sales prices proposed to be established for the finished
housing units.

(4) The experience, qualifications, ability, financial status, and interest of
the principal participants and sponsors involved in the proposal.

PROCESSING WITH THE FEDERAL HIIosixo AMIINISTRATION

1. Application received: August 19, 1955.
2 Application amount: $12,500,000.
(This proposal was originally submitted in the mortgage amount noted above

on the basis that a leasehold in the amount of $1,765,000, in addition to such
loan, would be recognized ) Subsequent discussions with our office resulted in
a determination to eliminate the leasehold arrangement, include the ground i
the transaction on a fee-simple basis, and separate this single project into two
individual insurable loans Amended applications in this respect are in the
process of completion by the mortgagee and sponsors

3 Type of security: Four 18-story fireproof, completely air-conditioned ele-
vator apartment buildings, including 882 family units consisting of 3,694 rooms
or a per unit composition of 4.2. Average monthly rental proposed per family
unit is approximately $147, or a per room basis of $35 13. Based on application,
this would represent a per unit mortgage amount of approximately $14,000 and
a per room amount of $3,384 which ale inclusive of the customary allowances
for commercial space and other accessory uses, such as garages.

4 Discussions have been held between our agency and the sponsors, their
architects and engineers, and there is a complete understanding as to the gen-
eral objectives and timing requirements for the processing of this project.

A discussion of the site plan and architectural designing layout has been
completed by our agency, and the sponsors are in complete accord insofar as all
requirements are concerned.

It is anticipated that a commitment will be issued prior to the end of December
1 '55 with the closing and commencement of construction to begin in the early
part of 1956

SECTION 220
034-42001

Application May 11, 1955
Amount: $1,600,000
Project: Southwest Temple unit, 1A
Location: 10th. 11th Streets; Jefferson, Oxford, Master, Hutchinson Streets,

20th ward, Philadelphia, Pa.
Area ' 10 3532 acres
Composition: 120 garden-type walkup apartments, 109 row dwellings, 4 8 rooms

per family unit
Rentals $15 15 per room per month (shelter rent) apartment: $11.42 per room

per month (shelter rent) rows; $56 55 per unit per month (shelter rent) apart-
ments: $68.50 per unit per month (shelter rent) rows, shelter rent or net rental
does not include water, electricity, gas, or heat.

Subsidy $767.705 construction subsidy by State planning board, department
of commerce Pennsylvania, provided equity investment and assisting in estab-
lishing lower rentals

Agencies: Housing and Home Insuiane Agency urban renewal; Federal Hous-
ing Administration: Department of Commerce. ('ommonwealth of Pennsylvania,
through State planning board: city of Philadelphia, through redevelopment
authority and city planning commission

March 11, 1955* Application and fee filed by mortgagee No exhibits included.
March 17, 1955 - Some of the exhibits delivered.
March 23, 19., - FHA Land Planning Section requests additional data
March 24. 1955 - Conference held with officials of redevelopment authority to

llscunss the application and exhibits
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March 29, 1955: Further exhibits furnished by mortgagee.
April 1, 1955: Letter received from HHFA certifying that the site is located

within a slum-clearance and urban-redevelopment ilea, which has been approved
under the provisions of the Housing Act of 1949.

April 19, 1955 Preliminary study by FHA Land Planning Section completed.
April 28, 1955- Project certified as eligible for consideration fol FHA mortgage

insurance by Mr. Albert M. Cole, Administrator of HHFA, and M W Beverly
Mason, Jr., urban renewal officer of Federal Housing Administration.

April 13, 1955: Conference held between the parties at interest and FHA in
regard to a recommendation to change plans in order to lower costs.

June 20 to July 10, 1955 Various revised plans submitted piecemeal
August 3, 1955: Two sets of revised drawings fu nished FHA
August,12, 1955' Request by mortgagee that pi oje t receive all benefit as pro-

vided by terms of the new housing act
August 16, 1955 Revised book specifications received, therefore making it

possible for actual FHA architectural and land planning processing to commence.
September 20, 19!5: Conference held between the interested parties and FHA

to discuss further changes necessary to make the plans and peciflcations conform
with FHA requiements

September 23, 1935: Conference held in FHA office between the architect and
FHA to restudy the possibility of lowering the floor elevations

October 13, 1955: Processing at the present time is completed based on FHA
minimum requirements However, we are withholding the final processing pend-
ing certain suggested changes in the plans now beina made which mu t be
approved by the redevelopment authority and the State planned board

SECTION 213

Project: Eighth & Brown Mutual Housing Corp. (first section).
Location: North 8th Street, Brown and Franklin Streets-13th Ward-Phila-

delphia, Pa.
Area : 42,295 square feet.
Type of project: Rehabilitation of existing semidetached dwellings
Composition 52 units comprising 20S82 rooms. An average of 4 rooms pet unit.
Agencies: Friends Service, Inc.; Federal Housing Administration
Initial housing expense: $47.50 to $87 50, heat and hot water included
Equity investment: $630 to $1,170: cash and labor.
Mortgage: Total mortgage amount $421,083 23 ($8,100 per unit).
Completion: Completion of construction May 31, 1954.
Endorsement: Initial endorsement, June 5, 19!52; final endorsement, July 23,

1954.
The management-type cooperative application, identified as project No 034-

30002M. sponsored by the American Friends Service Committee, was originally
submitted to our office under date of July 13, 1950. This project located in the
E. t Poplar redevelopment area and identified as project No 1 was originally sub-
mitted on the basis of 100 family units, predicated on an experimental process of
financing wherein the cooperators involved were to accumulate their equity on
a self-help basis whereby their efforts, in the nature of labor and time, were to
be compensated for by accrued equity.

Subsequent to receipt of an application for 100 units, it was determined by the
Society of Friends, the sponsor organization, to reduce the initial project to 52
units whereby the solicitation of cooperators could be expedited and the initial
project closed promptly and construction started. The balance of 48 units could
then be represented by a second single insured mortgage.

The commitment for this project was issued on the basis of 52 units and the
loan finally endorsed, after completion, in the amount of $421,200, which repre-
sented $8,100 mortgage amount per unit. It must be emphasized that this par-
ticular commitment was issued on the original regulations in effect under section
213 wherein the insurable loan was based on a percentage of the replacement
cost and not value, which subsequently became the basis for computing mortgage
amounts on August 2, 1954, as a result of the passage of the housing amendments
of 1954.

The balance of this project representing 45 units was approved by the issuance
of a statement of eligibility under date of April 7, 1954, identified as project No.
034-30010, with the same mortgage amount which was applicable to the original
project; namely, $8.100 per unit representing a total of $364,500. Mr Crosman,
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representative of the Friend Service Committee, subsequently reduced the number
of units from 45 to 36.

The statement of eligibility will now be reprocessed giving effect to the hous-
ing amendments of 1955.

AMr. BArneTT. Mr. Kelley, you made a very fine statement. It cer-
tainly examplifies the expeditious way you have been handling the
applications.

Here m Philadelphia we have heard many very fine comments on
the way you are handling your agency, and your splendid staff. We
were very pleased because we heard so many complaints during the
New York hearings Coming here we have an opportunity to get a
breath of fresh air, so to speak.

You are certainly to be commended on the way you have handled
your agency.

Mr. KELLEY. Mr. Chairman, I appreciate those comments on the
part of our staff and myself.

lMr. BARRETT. We seldom make commendations, but because of the
expeditious way you have handled the applicants and their applica-
tions, I think you deserve this praise.

Some of the members here, I am sure, would like to ask you some
questions, and, if you wish, you may refer them to the various mem-
bers of your staff.

Mr. O'Hara.
Mi O'HARA. Mr. Kelley, Congressman Barrett remarked to me that

you are a very splendid citizen. Although you are not of his party,
he said you were doing a good job.

Mr. KELLE. The only time I differ with the people of the other
party is on election day. Since I have been in Federal se vice, of
course, I am out of politics.

Mr. O'HARA. I think all of us of both parties are concerned in solv-
ing the housing problem, and I am sure I am voicing the opinion of
all members of this committee when I sav we are very much concerned
about the inability to find decent housing for a large segment of our
population that cannot afford to pay existing prices.

Do you see any solution of that problem in the future?
Mr. KELLEY. Mr. Congressman, I would like to have Mr. Gallagher

answer that; if he will.
Mr. BARRETT. Mli. Gallagher, will you identify yourself
Mr. GALLAGIER. .rChairman, speaking on behalf of our local

agencies. I believe that the 1955 amendments should possibly be given
a fair trial now that replacement cost has been reinstated instead of
value for computing mortgage amounts, particularly with regard to
this complex problem of urban renewal. We feel that locally we have
developed a very fine coordinated operation, particularly with the
city officials, with our urban renewal administration, with the rede-
velopment authority, and especially with our State Planning Board
of Pennsylvania.

It has shown a very splendid type of cooperation insofar as the
Southwest Temple job is concerned, and also particularly insofar as
the North Triangle. We have two projects there, one representing a
high, rise multiple-story, air-conditioned structure, and the other rep-
resents a moderate rental income type of garden project which has
been supplemented by a State subsidy grant of Pennsylvania. Both
projects have been worked out and cleared and with the coordinated
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efforts of all agencies we not only can predict but we can assume that
both projects will be under construction in the early part of 1956, lesl;
than a few months after the introduction of the 1955 amendments.

We believe here in Philadelphia, Mr. Congressman, we are going
to make 220 work as well as any part of the country.

Mr. O'HARA. I notice in your statement that you mention "legiti-
mate" consumer initiated cooperatives. Was there any reason why
the word "legitimate" was used? Have there been abuses of that field?

Mr. KELLEY. I wouldn't say that, Mr. Congressman. We have had
two cooperative projects one at 8th and Fairmount, or 8th and Brown,
and one at 21st and Walnut, both of which have gone over, I would
say, remarkably well.

Mr. O'HARA. And you think that there will be further development
in the field of consumer initiated cooperatives?

Mr. KELLEY. Well, we look forward to that, Congressman.
Mr. O'HARA. Have you had any experience with builder-initiated

cooperatives ?
Mr. GALLAGHER. The 2101 cooperative, Mr. Congressman, at 21st

and Walnut, was essentially a builder-initiated cooperative inasmuch
as the original developers of the project had, through a widespread
publicity campaign, participating with Gimble Bros., so that it was
basically a builder-initiated cooperative, but the benefits to the con-
sumers were definitely beneficial.

As contrasted with ('enter municipal structures, there is a spread
of approximately $20 a month in rent, so we assume that the benefits
did accrue to the eventual cooperative owners.

Mr O'HARA. The statement was made in New York that it was
a very difficult thing to go through with a consumer-initiated co-
operative unless it has some tie-in with the builder whereby he puts
on a sales force and sometimes a high-pressure sales force, and I
assume because of that you are perhaps a little more cautious in
approving plans of a cooperative that is initiated by the builder than
you are when the cooperation is genuinely and wholly initiated by
consumers.

Mr. GALL.GHER That is correct, Congressman.
Mr O'HARA. Now, you make mention of two developments here.

What is the price range of rentals in those two developments that
you mentioned?

Mr. KELLEY. Well, Congressman, the one at Southwest Temple,
known as Southwest Temple No. 1-A, the rental schedule will be
approximately $62. This job was bid on the basis of rent structure,
and the average rental will be $62 a month, and that is shelter rent.
To that would have to be added the utilities, which in most cases
probably would amount to $12 to $15 a month. That is $62 per unit.

Mr. O'HARA. By a unit, how many rooms in the unit
Mi KELLY. Two bedrooms, average.
Mr. GALLAGHER. It is an average across the project of approxi-

mately 4.68, across the entire project.
Mr. O'HAA. Is that open to both whites and Negroes?
Mr. KELLEY. Yes, sir.
Mr. O'HARA. And it will be occupied by the two races?
Mr. KELLEY. It will be occupied by both; we are hopeful that it

will. However, it is in a location that is predominantly Negro at the
present time.
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Mr. O'HARA. It is in a district that at the time is predominantly
Negro?

Mr. KELLEY. Yes.
Mr. O'HARA. The other project, where is that located?
Mr. KELLEY. On the Benjamin Franklin Parkway, which is, of

course, that highway running out here and adjoining the Art Museum.
Mr. O'HARA. And what will the rentals be there?
Mr. KELLEY. $35 per room; that is a high rise, 4 buildings, each

18 stories, with 880 apartments, at a rental of $35 per room.
Mr. O'HARA. And how many rooms in each apartment ?
Mr. GALLAGHER. There is an across-the-board average, Congress-

man, of 4.2.
Mr. O'HARA. So that runs about $140 a month rental?
Mr. GALLAGHER. Yes, sir.
Mr. O'HARA. Maybe $150.
Mr. GALLAGHER. That is right.
Mr. O'HARA. Of course, that isn't reaching the great mass of people.

They cannot afford to pay rents at that figure.
Mr. KELLEY. That is right, Congressman.
Mr. O'HARA. Wouldn't you say that was almost in the luxury class?
Mr. KELLEY. Well. it is probably pretty close to it, but there isn't

anything you could do with that land, according to the agencies that
enter into it. It is on the parkway, and the art jury would not per-
mit anything but a building of that type on the parkway because
everything along there is high class. It is air-conditioned, elevator.

Mr. O'HARA. Is there any subsidy in connection with that building?
Mr. GALLAGHER. No, there isn't any subsidy. Incidentally, Con-

gressman, I think we have a representative from the Urban Renewal
Administration who participated in recommendation for the urban
renewal plan before FHA got into the picture, and I was wondering
if they would care to comment at this stage as to the type of project
that is presented, and the urban renewal plan that was approved.

Mr. KELLEY. Mr. David M. Walker, administrator of the housing
and home finance administration.

Mr. O'HARA. Mr. Walker.
Mr. nALKER. It is a pleasure to appear before you gentlemen.
I think that the fact that this project is a luxury job, Congress-

man, and that it is located as an adjunct to our museum, is evidence
of the very wise moves that the Congress took in recognizing that
under urban renewal you had several problems. One of the prob-
lems, of course, the major problem, is the elimination of blight, the
destruction of slums, and the building of middle-income housing for
those who need it so desperately.

But equally important to municipalities is the recapturing of values
and the redevelopment of loss values. This is in what we might call
in Philadelphia our golden triangle. It is a section of the city that
long ago should have realized its potential and provided the city
great sources of income from taxes. It did not do so because of an
absence of planning, and a misunderstanding of what a parkway
could do, and it now has been designed by the planning commission
and the redevelopment authority is attempting to implement those
plans to bring out the re-creation of the kind of values that should
have existed there all of the time. It is the type of structure that
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belongs there, and it has no Federal assistance other than insurance
under 220.

The money for acquisition is private. The money for building will
be private, and the taxes will be normal, so that I think that the
Congress may take a great pride in the fact that here in Philadelphia
such a project is coming into existence.

Mr. O'HARA. I am sure of that. These questions are not intended
to imply any criticism.

We found in New York that there they give a tax exemption for a
period of 25 years. You have no such law in Pennsylvania ?

Mr. WALKER. We have no tax-abatement law in Pennsylvania. The
only contribution that Pennsylvania made to date was a $15 million
State grant; $11,500,000 was aimed at subsidy to actual building con-
struction in order to get rentals to a lower rental and St41/ million
was given to the various communities to aid them in making up their
one-third grant in order to secure the Federal grants.

There is in the general assembly at this moment another bill pro-
viding T5 milhon additional funds for the community for that second
function. In other words, what we are trying to do here, Congress-
man, not only in Pennsylvania but in this region, is to take this whole
program out of the category of a big-city program, because we believe
sincerely and wholeheartedly that this program belongs to the smaller
communities just as much as it belongs to the big cities, and as a result
of that we have applied our understanding and our requirements of
workable programs in a fashion to give a great deal of recognition
to the ingredient of good faith. We have provided technical and real
assistance to the smaller communities in being able to develop these
things which are almost the normal situation in , big city that has
an average staff to do the job.

But we are attempting to enlist the interest and the possibility of
the smaller communities in this job of reclamation, because we feel-
I would like to say this, Congressman: There has been sort of an
attitude in some of these hearings that this thing is not going as it
should, and I think we all agree that perhaps it isn't, but I think
sometimes we forget that the problem we are talking about did not
come about in one decade or two or even several generations, and that
we cannot operate by decree in this country. We have to operate
within the wisdom of the Congress, and I think the Congress has
through partisan persuasion meaning nothing, has moved forward in
a wise fashion to show a way that we can get a technique assembled
and started that will do this job, and I think that it is inevitable that
we will find a way, and I think that you have enough interest to go
out in the country and search out these ways, is to your everlasting
credit, because it is a job that if we find a technique can insure the
economy of this Nation for the next 50 to 100 years. It is the greatest
market any nation has ever known.

Mr. O'H kRA. It is very gracious of you to make that comment.
In reply I miiglt say this: This is a study group. We are going

around the country to find out what the present situation is, what dif-
feient experiences the cities in the different sections of the country
are going through and what legislation is necessary to help the overall
situation. It is a large problem.
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Our cities are going through a surgical operation. We must be
certain that in the operation the surgeon doesn't get the heart of the
patient.

Mr. WALKER. Thank you.
Mr. WIDNALL. Mr. Walker, can you give some idea of how many

workable programs exist now in your region?
Mr. WALKER. Yes; I can. I think in our region we have 2 work-

able programs at the moment, and of those 28, I think it is interesting
to note that only 2 of them are cities of such size as Philadelphia and
Baltimore.

In Virginia we have Danville, Norfolk. In Pennsylvania we have
towns like York, Sharon, Aburv Park, N J., Trenton, N. e., New
Brunswick, N. J., Scranton, Pa., Beaver Falls, Perth Amboy. Sio that
you can see here that you have now some of the communities that are
not quite as well equipped as Philadelphia and New York.

Mr. WVIDNALL What is the population of these various commu-
nities?

Mr. WALKER. Let us take the city of Philadelphia with 2 million,
approximately, and the city of Sharon, Pa., which I would say was
about between twenty and twenty-five thousand.

Mr. WIDNALL. Could you clarify for the committee how a city of
twenty to twenty-five thousand like Sharon, Pa., can prepare workable
programs, the reason for my question is this. There has been some com-
ment that smaller cities do not have the staff, that they do not have
the men to prepare such a workable program.

Now, what do they do in the case of a community like Sharon, Pa.?
Mr. WVALIKER. Sir, I think that that ih a fair statement, that they do

not have the same type staff or the same number, but one of the bene-
fits of a workable program is that it give, a community an opportunity
to inventory what it does have, and it is always a source of amaze-
ment to most of the elected officials of a community to find out that
they have been over the years enacting the same kind of legislation
about which we are talking in a workable program so that what we
do is this: To the best of our ability we afford technical assistance
when there is help needed to actually draft the legislation, but in
inany, many cases we find that the legislation that we are talking
about in a workable program is already on the books, but that the
elected officials have not taken for a long time a fair and friendly look
at exactly what they are doing today, or what they intend to do in
the future. We alert them to the need of doing that, and we insert
that ingredient of. as I say, good faith.

We don't clamp down and say that you cannot make progress until
you have clotted every "i" or crossed every "t" in this thing. We do,
however, require an adherence to this workable program in spirit
and in fact.

Mr. WIDNALL. Well, do you get many kickbacks in your office from
communities claiming that they don't have the funds to set up a work-
able pi ogram

Mr. JWALKER. Yes, of course, we get that, but not to the degree that
you might believe.

Mr. WDNAILL What is that generally addressed to What funds
do they lack

Mr. WALKER. Well, of course, the same funds that they lack here
in Philadelphia, or any other town, the funds that are necessary to
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actually police the codes which they enact. You might recall the
mayor of Philadelphia said you enforce with compassion. That is
necessary because it is almost impossible, particularly in overcrowded
areas, to enforce with severe police authority.

Mr. WlIDNALL. Well, you would say, then, from your own experi-
ence. that you don't feel that the size of the community necessarily
handicaps it from putting forth a workable program?

Mr. WALKER. Not at all. I think evidence of that is that in this
region we now have 72 projects in 54 communities. We have 30 more
in the process that will make 104, and of that 104 I would say that
at least 75 of them are in the smaller communities, and I am very
happy about that.

Mr WIDNALL. Thank you; Mr. Kelley, it has been said that there
have been no standards set up for rehabilitation under 220, and that
therefore FHA has applied standards of new construction.

Could you clarify the present situation ?
Mr. KELLEY. That isn't true. Congressman, with your permission,

I would like to have Mr. Rementer, our chief underwriter, answer
that question.

Mr. BARRETT. Would you identify yourself for the record, please,
Mr. Rementer

Mr. REMENTER. James Rementer, chief underwriter, Philadelphia,
FHA.

Gentlemen, I have here the MPR property requirements for 1- and
2-family units. There have been distributed free of charge to builders
and mortgagees in this area over the past 15 years. Thousands of
copies of these have been given out.

Now, these MPR's include separate sets of construction require-
ments for new and existing properties. New properties are speci-
fied with definite limitations. The existing construction is outlined
in broad objectives. These broad objectives might be, for instance,
in this fashion: Side yard clearances in new construction are 8 feet.
In a town where 5-foot side yards are standard, or 4-foot side yards,
these are acceptable and are considered as meeting the objectives.
Thousands of homes have been insured in this territory through this
office over the past years that were existing homes that did not in any
way meet the MPR's for new construction, and the standards for
the new construction.

Mr. WIDNALL. So what you are saying now is that actually there are
different standards, that they have been applied in the past years,
and still are being applied when rehabilitating property ?

Mr. REMENTER. That is correct, rehabilitated and existing proper-
ties only have to meet the objectives of the act, and the definite stand-
ards, the definite limitations, the specification, with exact numbers
and figures and feet, and so on, are set up only for the new con-
struction.

Mr. WIDNALL. And any builder or borrower has had access to those
regulations and standards for some time?

Mr. REMENTER. They have been distributed for 15 years. In fact,
I don't know of any that don't have those in their possession. It is
the Bible they need for new construction.

Mr. WIDNALL. Thank you very much.
Mr. Kelley, in the administration of your office up here, do you

find yourself handicapped by lack of funds?
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Mr. KELLEY. Personnel?
Mr. WIDNALL. Funds for personnel.
Mr. KELLEY. Yes, at times. During the summer session we re-

ceived some additional funds for overtime where we were terribly
hard pressed. However, we certainly should have additional tech-
nical assistance, such as mechanical engineers, and sanitary engineers,
where there is a coverage of not only our office but those particular
positions covered by our men that have to go into different territories.

Now, as construction progresses we are getting farther'out of the
city of Philadelphia all of the time. We are getting into Delaware
County, and Chester County. We have drainage conditions, lack of
sewers, where cesspools or septic tanks might be used.

Mr. WIDNALL. Could you give the committee at a later time your
recommendations for how additional staffing would help the opera-
tion of your office and provide a better operation all around? I think
that it would be most helpful to have that type of recommendation.

Mr. KELLEY. IS that strictly legitimate? Don't we have to send
any recommendations of that sort through our Washington office?

Mr. WIDNALL. In making budgetary requests. But as to operations,
I think it is perfectly legitimate for us to find out what your recom-
mendations would be for additional help or personnel for the develop-
ment of these plans.

Mr. KELLEY. Well, Congressman, we try to please everybody, but
we don't want to offend too many in doing so, so I will get it to you,
I am sorry, definite recommendations.

Mr. BARRETT. We think that (ongress is trying to make it clear that
you are not adequately staffed now to carry this heavy load.

Mr. KELLEY. That is right, Congressman.
Mr. WIDNALL. Incidentally, Mr. Chairman, I now know what the

City of Brotherly Love is when I hear Democrats talking about
Republicans.

Mr. BARRETT. I certainly hope it is not misconstrued. I am not

talking about good Republicans, I am just talking about good agencies.
Mr. KELLEY. Thank you, Mr Chairman.
Mr. BARRETT. Mr. Ashley '
Mr. ASiLEY. Mr. Kelley, perhaps you would like to refer this ques-

tion to Mr. Walker. I would like to know how many 701 grants have

been made to the smaller communities in this region.
Mr. WALKER. To my knowledge, Mr. Congressman, we have not yet

made one 701 grant in this region.
I would like to say, however-
Mr. AsHLEY. Just answer my question, if you will. You spoke a

few minutes ago about your anxiety in carrying forth the intent of

Congress. In fact, you thought the Congress was trying to carry
forward a housing program to meet the needs of the country. Now,
701 has been on the books for how long ?

Mr. WALKER. I have no idea.
MI ASMILEY. You say that there have been 28 workable plans?
Mr. WALKER. Yes.

Mr. ASHLEY. None of those have been made possible by virtue of 701

grants. Let me ask you this question now: How many workable pro-
grams do you hope or expect to have by this time next year?

Mr. WALKER. By this time next year?
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Mr. ASIILEY. Yes, in your region.
Mr. WALKER. I would hope it would be in excess of 100 by this time

next year.
Mr. ASHLEY. Do you hope or expect to make available 701 grants

in order to bring about that number?
Mr. WALKER. We hope that there will be some applications under

701. We, of course, have to first do the work to interest the proper
agencies iu 701.

Mr. ASHLEY. Now, Mr Kelly, how long.have you been at your pres-
ent position

Mr. KELLEY. April 13, 1953.
Mr. ASHLEY. Last Tuesday, I believe it was, Mr. Madway testified

that his was in effect the first or the pilot 220 project for this area.
Would you agree to that, sir ?

Mr. KELLEY. Well, it certainly wasn't the first application we had
for 220. We had Southwest Temple.

Mr. AihrrEY. Yes. Let me say he testified that he received every
kind of cooperation, special treatment, and that you made your staff
available to his disposal. He testified along those lines in response to
some question as to whether or not he had received any sort of prefer-
ential or favorable treatment, and he said, only on the basis that his was
in the nature of a pilot project. I wondered if you agreed with that.

Mr. KELLEY. Mr. Congressman, may I tell you that there isn't any
preferential treatment. We endeavor when we get cases in there
together to work immediately on them. There are times when that
isn't possible. There were problems in Madway's and Weinberg's
case that we had to resolve, and we were interested in getting started
right without our doing considerable work on it, and those things, I
think, we cleared up to the present time, and the next thing in order
for Madway and Weinberg to do is to submit to us plans and specifica-
tions. We made arrangements with the-

Mr. ASHLEY. That is right. Has Mr. Madway's commitment been
issued yet?

Mr. KELLEY. NO, sir.
Mr. ASHLEY. It hasn't yet.
Now, the law establishing the 220 program was passed by Congress

in August of 1954, and the rules and regulations were promulgated
in November following; isn't that correct ?

Mr. KELLEY. Yes, sir.
Mr. ASHLET. Now, when a new program such as this is promulgated

and set up by Congress it comes into your hands, of course, and I am
wondering do you try to determine whether or not the program is
workable for your particular area?

Mr. KELLEY. Well, it is rather hard, Congressman, to determine un-
less we have an application and know what they plan on doing.

Mr. ASHLEY. Well, I wonder if you have submitted any recommen-
dations to Washington relative to how the 220 program could be made
effective?

Mr. KELLEY. NO, sir; we have not.
Mr. ASHLEY. You have not done so?
Mr. KELLEY. NO, sir.
Mr. ASHLEY. Well, let me ask you this: Did you think on the basis

of your own experience, or the applications which were made, that the
220 program, as it was originally set up, was workable?
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Mr. KELLEY. Well, I was of the opinion possibly 2 or 3 or 4 months
ago, that it was a problem to work it. However, I have changed my
opinion. I think we have a reasonably good chance of working it out.
Now, that is looking, of course, into the future, but from what I can
understand there are other people who are interested in the Southwest
Temple area.

Mr. ASHLEY. No, sir; I am just asking you. You say you haven't
submitted any recommendations to Washington?

Mr. KELLEY. That is right.
Mr. ASHLEY. Expressing your views as to how the program might

go forward.
The rules and regulations were issued last November. You say that

3 or 4 months after that, along in January, you began to have certain
ideas about the program; is that right?

Mr. KELLEY. They were personal, from the experience that we had
up to that time.

Mr. ASHLEY. I am not talking about your personal views. I am
speaking about your views as regional director, Mr. Kelley. The
program wasn't going forward under the original rules and regula-
tions, was it?

Mr. KELLEY. It was not too active at that time; that is right.
Mr. AsmHE. Now, what material changes have been made in the

rules and regulations in the last several weeks with respect to sec-
tion 220 which have permitted the program to go forward? I won-
der if you would enumerate those.

Mr. KELLEY. I think that they could be better enumerated in their
entirety by Mr. Gallagher.

Mr. ASHLEY. I wanted to know specifically what these changes in
recent weeks cured.

Mr. GALLAGHER. Essentially, Congressman, as far as the Phila-
delphia area is concerned, the basic change in the 1955 amendments
was to change the basic computing mortgage amounts from value to
replacement costs. Essentially, the projects remained the same as they
were submitted back in March and in August, but the amendments
permitted us to establish mortgage amounts in a more reasonably
effective fashion.

Mr. ASrLEY. Well, now, what specific changes were there in the
charter provisions?

Mr. GALLAGHER. To my knowledge, Congressman, I don't believe
there have been any unusual changes in the character characteristics
nor in the corporate structure. I believe the basic significant change
was the change from value to replacement cost.

In other words, under value, value as crystallized by our agency,
did not permit the development of a sufficient mortgage amount, be-
cause the characteristics of risk had to be reviewed in a different light,
in a very conservative manner, in other words.

Mr. ASHLEY. Do you think that builders were satisfied insofar as
the original rules and regulations were concerned with a 5-percent
profit ceiling?

Mr. GALLAGHER. I believe that the profit aspect had no effect what-
soever originally. I don't think it was workable or feasible because
of the manner in which the mortgage amounts were computed. In
other words, all of these deals, whether 220, 207, or whatever, in rental

68692-55-pt 1-32
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housing, if the investment by the sponsor isn't nominal, it is not going
to work. In other words, what 220 and the amendments of 1955 did
was to reduce to the minimum the fixed investment of the sponsor,
thereby lowering the gap between the amount of money you had to
put in and the mortgage you recieved to build a structure.

Mr. ASHLEY. All right. Thank you.
Mr. BARREr. Any other questions?
Mr. ASHLEY. Yes, I have some more questions.
Now, Mr. Kelley, on Tuesday Mr. Madway testified that he made

an inquiry with respect to building his project under the 220 program,
and he concluded that it wouldn't be possible to do so. I believe
that that was back in 1954; is that correct?

I wonder what he meant by "inquiry," Mr. Kelley? Did he present
FHA plans and specifications? Did he make out an application for
insurance at that time?

Mr. REMENTER. Mr. Congressman, whenever a sponsor submits a
project we have a preliminary review so that all aspects of the project
can be gone over at the earliest possible stage, and with the least
amount of plans and specifications. The rentals were reviewed at that
time, and the possible mortgage amount along with the composition
of the project. That preliminary discussion brings to light any real
important problems that might arise, and perhaps fixes in the spon-
sor's mind whether he can use FHA or not.

Mr. ASILEY. Yes. Now, do you know on what basis Mr. Madway
concluded that it wouldn't be feasible for him to build his apartment
under section 220 at that time?

Mr. REMENTER. I believe, as Mr. Gallagher said, that it was on the
basis of the values that would be turned up, the mortgage amount
based on value rather than replacement cost.

Mr. ASHLEs. It was Congress that changed the basis of computing
the amount of insurance from value to replacement cost, wasn't it?

Mr. RE-ENTER. Yes.
Mr. ASHLEY. As distinct from the administration.
Mr. REMENTER. Yes, sir; that required congressional action.
Mr. ASHLEY. As a matter of fact, Congress did this over the objec-

tions of the administration, didn't they ?
Mr. REMENTER. I am not familiar with that.
Mr. ASHLEY. How about you, Mr. Kelley ?
Mr. KELLEY. I don't know that, either.
Mr. ASHLEY. Well, it is true, for example, that you didn't make

any recommendations to Washington to change the basis from value
to replacement costs?

Mr. KELLEY. That is right.
Mr. ASHLEY. Now, in your recollection, Mr. Kelley, or the recollec-

tion of any of your assistants, did Mr. Madway have any objection or
did he raise the point as to the 5-percent ceiling limitation at any time
in the early stages of his inquiry or application?

Mr. KELLEY. No; not to my knowledge, Congressman.
Mr. ASHLEY. Well, now, Mr. Kelley, is that your answer, sir?
Mr. KELLEY. Yes, sir.
Mr. ASHLEY. Do you think that any 220 commitments would have

been issued in this area if the 5-percent profit ceiling and other restric-
tive regulations had not been changed?
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Mr. KELLEY. I think it is very problematical they would not have
been.

Mr. ASHLEY. Do you have any idea, Mr. Kelley, why these changes
weren't made sooner?

Mr. KELLEY. No.
Mr. ASHLEY. It has been a year; is that right, sir ?
Mr. KELLEY. Yes.
Mr. ASHLEY. Mr. Kelley, we have had a number of witnesses, of

course, before this committee, and we have heard some very optimistic
testimony from some who feel that, on the basis of the changes in the
law made by Congress and the recent changes in the regulations by
FHA-the 220 program will move ahead, and that there will be
builder-promoters actively utilizing this program.

I wonder, sir, if you would give me your views on this: Do you
share this optimism?

Mr. KELLEY. Yes; on the basis, Congressman, that I know there are
people interested in the program or becoming interested in it. When
they finally file and whether the jobs go through, I would have to look
through a crystal ball to know.

Mr. ASHLEY. Do you base your optimism solely on the interest of
the promoter-builders, or do you look further and, on the basis of your
experience, say that this program is, under the present rules and regu-
lations, workable?

Mr. KELLEY. I believe we have a reasonably good chance of making
it workable under the present rules and regulations.

Mr. ASHLEY. A reasonably good chance. Can you give us any
suggestion that would make it more than a reasonably good chance?

Mr. KELLEY. No; I think as it is now written we are going to have
people interested in it, and I think we will have some projects go ahead.

Mr. ASHLEY. You are satisfied with the rules and regulations as they
presently exist?

Mr. KELLEY. Well, after investigation if we have any suggestion
to make we will be very happy to submit them to you.

Mr. ASHLEY. Well, that is fine, sir, but you haven't up to the present
time?

Mr. KELLEY. That is right.
Mr. ASHLEY. Mr. Kelley, Mr. Madway made a very good statement

while he was on the stand, and among other things he was extremely
complimentary, as I have already indicated, of the cooperation he has
received from you and your agency, and I am wondering if by any
chance you or any member of the FHA staff was in touch with Mr.
Madwav prior to and relative to his appearance before this committee?

Mr. KELLEY. Not to my knowledge, sir.
Mr. ASHLEY. It wasn't discussed at all?
Mr. KELLEY. NO.
Mr. ASHLEY. Well, I would like to thank you, Mr. Kelley, for

your appearance here. I am interested in statements. That perhaps
reveals a flaw in my charcter of some sort, but I was extremely in-
terested in your statement, sir, and I would like your candid answer
as to whether that statement was reviewed or whether you were sided
in its presentation by any member of the FHA or HHFA office in
VWashington?

Mr. KELLEY. It was completed entnely by our own staff, the joint
efforts of 6 or 7 of our own people.



492 INVESTIGATION OF HOUSING, 1955

Mr. ASHLEY. Well, I wish to extend my congratulations to all of you,
then.

Mr. KELLEY. Thank you. I will extend them to those who are not
here for you, Mr. Congressman.

Mr. BARRETT. Any other questions?
Mr. O'HARA. Yes, I would like to ask one question.
You are the regional director?
Mr. KELLEY. That is right, Congressman; yes.
Mr. O'HARA. Does your responsibility extend any further than this

region ?
Mr. KELLEY. No, sir.
Mr. O'HARA. Does Washington at times ask opinions from regional

directors?
Mr. KELLEY. I wouldn't say that I get too many inquiries, no; you

mean about the act as they are written?
Mr O'HARA. How they are working; yes.
Mr. KELLEY. Of course, we send reports down periodically as to

how they are working. They would know from those reports.
Mr. O'HARA. My able colleague inquired of you if you had made

any suggestion to Washington at any time in regard to any of these
programs, basing your suggestions upon the way they are working in
this area ? Are you supposed to make such recommendations, to volun-
teer them, or give them only when you are asked for them?

Mr. KELLEY. Congressman, if we are expected to do that I have
been remiss in it because I haven't made the recommendations.

There is one thing about most of these acts. It takes a little time
for people to become interested in them, and I think that could be
demonstrated by your looking back over acts of the past, and there
is a certain amount of psychology, I think, that follows other people
going into these things. I find that since there has been some pub-
licity on 220 in Southwest Temple, and Madway and Weinberg's job,
that other people have become interested in looking into it, and from
that standpoint my feelings as to the action on it today are somewhat
different from some time ago.

I think when you see interest of that kind we will get more jobs.
Mr. O'HARA. Do you think it would be helpful if the regional direc-

Sors were called to Washington for a conference, say, once every 2 or
3 months, an informal discussion? Would that be helpful?

Mr. KELLEY. I think that is a very good idea. We have had dis-
cussions, but not so much on the acts as we have on requirements such
as the underwritter might have or from the standpoint of our civil
service and our personnel. I think it is a very good idea. It is educa-
tional, as well as helpful.

Mr. O'HARA. The reason I mention this is we want to be helpful.
Mr. KELLEY. I know you do.
Mr. O'HARA. I am sure it was not the thought of my colleague to

blame you for not making reports when you weren't asked for them and
perhaps thought you were not expected to give advice to your superiors
in Washington.

Mr. BARRETT. Mr. Kelley, Congressman O'Hara has another
question.

Do you want to answer Congressman O'Hara's question?
Mr. KELLEY. I think I did.
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Mr. BARRETT. Congressman Ashley has another brief question. I
say brief because we are a little behind schedule.

Mr. AsItLEY. There have been some witnesses who have testified that
mortgage money is generally not available for sound single-family
structures selling for four to seven thousand dollars m the South
Philadelphia area. I wondered what the policy was as to insuring
mortgages on old well-built homes in neighborhoods such as South
Philadelphia?

Mr. KELLEY. We welcome them.
May I at this time, Mr. Chairman, make a statement relative to what

Mr. Levitt said yesterday, that a person 55 years of age could not get
a mortgage under FHA. That is ridiculous. We consider in our
risk insurance the first 10 years of the mortgage. A person 55, if
the income is sufficient to justify it, we realize we have to assume a
risk, but there is a limit on how far we can go. But a person 55 years
of age is eligible for FHA insurance.

1fr. BARETTr. That is - very fine statement. I am glad to get it
in the record.

Any other questions ?
Mr. Kelley, we are certainly glad to have your views and the views

of the members of your staff. Thank you very much.
Mr. KELLEY. Mr. Chairman, may I thank you on behalf of my staff,

and myself, foi the courteous and kind treatment we have received.
(The following letter and chart were submitted to the subcommittee

by Mr. Kelley:)
FEDERAL HOUSING ADMINISTRATION,

OFFICE OF THE DIRECTOR,
Philadelphia, Pa, October 27, 1955.

IHon ALBERT RAINS.
('inn,,,,i Subcommittee on Housog,

Ho se Banokin q and Curicncy Comnusttee,
House Office Buldng, Washbngton 23, D C

)EAR ARM RAINS. This communication represents a supplement to my per-
sonal appearance before your committee while its hearings were being conducted
in Philadelphia on Friday, October 14, 1955

My purpose in finishing an additional statement is to provide a more com-
plete answer to Congressman Widnall's question with respect to the adequacy
of ou per-onnel and its capacity to carny out effectively the objectives of the
varied mortgage insurance programs which our agency is administering at the
present time

As you are generally aware, the operation of a field office of the Federal Hous-
ing Administration consists of basically a technical operation involving three
separate sections, namely, architectural, valuation, and mortgage credit. The
architectural section determines the acceptability of the security itself, the valu-
ation .ection establishes an estimate of its value, and the mortgage credit section
reviews the overall transaction and computes the percentage of risk our agency
will insure.

Supplementing these basic technical operations, there is an administrative
division which, in essence, directs the general administration of the office and
furnishes a variety of services to the general public, mortgage lending, and
building industries The attached chart more clearly defines the staffing pattern
of a typical class I insuring office.

The essential difficulty in properly administering the application, inspection.
and insurance workload of a field office is complicated by a variety of factors
of an economic character and changes in legislation which periodically either
substantially increase or occasionally diminish the degree of our insurance
activities. This situation, in turn, has a natural impact on our personnel
strength and, unless there is some businesslike relationship between the number
of personnel we may employ and the volume of insurance activity we are ex-
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pected to administer, the problem of providing prompt and efficient service to
the public and quality processing from an underwriting standpoint may be
imperiled.

We believe that serious consideration should be given the relationship between
the percentage of personnel and the volume of insurance activity which is han-
dled, inasmuch as our agency is presently administering 12 separate mortgage
insurance programs involving 27 distinct insurance plans This particular re-
lationship between the number of personnel and volume of business handled has
been presented, we understand, on several occasions to the Congress under the
assumption that our agency s1 a business type operation and should be permitted
a degree of flexibility insofar as utilizing a definite fixed percentage of its income,
represented by fees and premiums, so as to support a satisfactory overall mort-
gage insurance operation

Two of the most important characteristics of our insurance operations are the
soundness of the location and the stability of the security or housing unit upon
which our insurance is predicated It is especially important to recognize that
the majority of our present and anticipated insuring operations will undoubtedly
be located in suburban or semirural areas wherein the adequacy of the utilities,
the condition of the ground, and the location of the house on the site will require
more specialized study and review.

Under these circumstances, we ale convinced that to maintain high quality
and soundness in our insurance operations class I insuring offices should have
their normal personnel staffing pattern supplemented by the skilled specialized
positions noted below, as local conditions might warrant.

1. Site planners-A sufficient number authorized to handle the volume of in-
surance activity which is being initiated, in addition to making periodic field
inspections while work is under way and especially during the approval of
final inspections in partially completed developments

2. Rubditr ioi apprailrc--A sufficient number of skilled specialists in this
particular category who, besides collaborating with our land planning section in
the processing ot nomnal subdivision applications, may also work in conjunction
with all local and regional planning commissions to constantly project the
agency objective of improving housing standards generally.

3. Sanitary engineers -The projection of our insuring activities to rural and
semirural areas as noted above, wherein private sewage and water systems
will probably be utilized in housing developments, makes it imperative that
qualified specialists in this r. tegory he constantly available, especially to review
the preliminary proposals and to make actual inspections of the systems while
work is in progress.

4 Streets anl dtairlnae enr tneers--The services of these specialists may be
particularly employed in the preliminary planning of large-scale suburban de-
velopments where thele is an absence of satisfactory street and paving require-
ments. These specialists could collaborate with the site planner and subdivision
appraiser in connection with the orientation and approval of an overall develop-
ment plan comprising a single project or an entire community

5 Mechalnicl noiinc as-The presence of a qualified mechanical engineer on
the local insuring staff would greatly enhance and improve the quality of our
mortgage security, especially with respect to its plumbing. heating, and electrical
features. This service would provide the twofold purpose of increased home-
owners satisfaction and a decreased cost insofar as maintenance and operation
is concerned.

In my foregoing remakhs I have endeavored to stress the need for not only an
increase in the number of our personnel, but especially to supplement our staff
with cei tain added positions requiring a higher degree of specialized skill and
experience The adoption of these recommendations, I am certain, would im-
measurably contribute toward our objective of quality processing and undoubt-
edly increase the economic soundness of mortgage transactions which our agency
endorses for insurance.

Mav I reiterate my thanks for the opportunity afforded me to appear before
your committee and express the viewpoint of the Philadelphia office insofar as
our mortgage insurance activities are concerned.

Very truly yours,
WILLAM A. KELLEY, Director.
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Mr. BARRETT. We will now hear from the Industrial Council, CIO,
Mr. Will and Mr. Edelman.

Will the gentlemen identify themselves for the record, please.

STATEMENT OF WILLIAM WILL, PHILADELPHIA INDUSTRIAL
UNION COUNCIL

Mr. WILL. My name is William Will, and I am here on behalf of the
Philadelphia Industrial Union Council representing more than 100,000
CIO members in this metropolitan area.

We in the ('10 of Philadelphia have become increasingly concerned
with the problem-

Mr. BARRETT. I would like at this time to have Mr. Edelman identify
himself.

Mr. WILL. Here with me is Mr. John Edelman of the CIO national
office.

Mr. O'HAn.\. Mr. Chairman, is this a pioper time to say that because
of the time limitation we have to be out of here by noon, and there
will be no cross-examination, so there will be no misunderstanding,
Mr. Chairman.

Mr. BARRETT. Yes, we have agreed to allocate 15 minutes to these
two gentlemen, and we are going to try to hold to that, if possible.

Mr WnI r I am sure we can take less than that.
We m the CIO of Philadelphia have become increasingly concerned

with the problem of urban redevelopment. It concerns us not just
because we are anxious to see our citizens living in homes which are
pleasant and comfortable, but also because it is ever more apparent
that housing blight is a spreading festering sore which is sapping the
strength of our city and infecting the economic sescurity of every job
holder who lives and works here.

Philadelphia now finds itself in the midst of the rapid industrial
expansion winch is taking place m the Delaware Valley. Generally
speaking, people in the middle income brackets, and above, are en-
joying prosperous times, and yet because of the critical housing situa-
tion which exists in Philadelphia many of these people are leaving
town in their search for better homes. With some few exceptions in
the Northeast area, there is virtually no new private housing con-
struction going on within our city limits. Thousands of former
Philadelphians now live in places lhke Levittown, Springfield, Lans-
dale, and so forth, in adjoining counties as well as Pennsauken, Mount
Holly, Cheiry Hill. in New Jersey.

Just as this combination of area prosperity and poor housing is
driving many middle income people away from our city, the same
combination is serving to attract new citizens of a less fortunate eco-
inomic status to our town. Most of these, especially Negroes from the
South, find nothing but already blighted depressed areas open to
them. Existing overcrowding is intensified. Multiple-family dwelling
and tenement style living increases and spreads to new areas. Estab-
lished residential areas are threatened and destroyed and more of our
people start looking for new homes outside our city. Thousands of
Philadelphians have left our city for this reason but there are also
many thousands who cannot leave, even though they may be among
the fortunate few who could afford a $12,000 home in an adjoining
county, the onerous commuting involved would make it impossible
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or impractical for them to retain their jobs here. Many more refuse
to leave their communities and to cut their ties with relatives and
lifelong friends. This is a consideration which cannot be taken
lightly.

Then, too, many of these people are afraid to move into outlying
communities because of the reports they have heard about inadequate
police and fire protection, school facilities, sewer facilities, and so
forth. At least something is being done in the way of public housing
for the low-income families frightfully inadequate as that may be,
but for the middle-income families trapped in a city where housing
rot is spreading all too quickly, absolutely nothing is being done.
There is no solution for there is no place to see and no place to go.

But, again, it is not just the social tragedies caused by urban dis-
integration that we in the CIO are concerned about. Hard, cold eco-
nomic facts are becoming increasingly important. Recent studies in
Buffalo, Columbus, and Boston have proved again that the cost of
city services such as fire and police protection, health maintenance,
and the like, are at least four times as high in slum areas as they are
for the city as a whole, and, incidentally, the Columbus study proved
that the cost of slum housing per unit was actually higher than the
cost of public housing per unit.

Nationally speaking, slum areas are responsible for 45 percent of
our major crime, 55 percent of our juvenile delinquency, 60 percent
of our TB, and yet they provide only 6 percent of our real-estate tax
revenues.

As slums increase municipal costs increase and taxes increase. The
roblem is compounded by the exodus of new home seekers to out-

ying areas which increases the tax burden on those of us who remain.
But there are more important costs involved in blighted housing than
those of higher taxes. Whenever the housing situation in our city
forces another person to move to ain adjoining area we lose not only
a citizen and taxpayer, we lose a customer who can contribute to the
economic strength of our city. Already Philadelphia department
stores have established numerous branch stores in suburban areas.
The whole range of consumer services is showing the same trend.
Manufacturers, too, are locating outside rather than inside our city
limits. What this trend is costing our city m terms of tax revenues
and our people in terms of jobs and income is undoubtedly a most im-
pressive figure.

The obvious root of the housing problem is the fact that private
home builders have not the slightest incentive to build new houses for
our lower and middle income citizens. It is completely ridiculous to
expect that private enterprise will ever get around to doing the job.
Private enterprise operates in relation to markets, and our lower in-
come families can mustei nothing in the terms of effective market
demand for housing. It should be remembered that there are 5/2
million families in America with incomes of less than $2,500 per year.
For these reasons the CIO believes that the Federal Government must
act quickly and dramatically to eliminate the housing rot which is
suffocating Philadelphia and the other great cities across the land.

We earnestly urge initiation of a comprehensive and integrated
Federal housing program designed to utilize community resources
to the fullest and established on a long-term basis so that we at the local
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level may know how to plan for more than a year at a time. Such a
Federal program should give special attention to the following areas:

1. Large-scale slum clearance with replacement through public
housing for our low-income groups.

2. Substantial assistance to our middle-income people through lib-
eralized Federal credit and mortgage pohcies.

3. The problems of minority groups. One out of five Philadel-
phians is now a Negro, yet between 1934 and 1950 only 2 percent
of FHA assistance was for nonwhite housing. The CIO urges that
no Federal aid be available for racially segregated projects.

4. The housing problems of the aged, an increasing segment of our
society which finds itself less and less able to compete effectively for
the job market. Many of our older citizens are ineligible for public
housing merely because of the fact that they are living alone.

5. The problems of large families for whom adequate housing is
virtually unobtainable except in high-income areas.

6. Authorization for increased cooperative housing enabling local
communities to make the most of their facilities. President Eisen-
hower's Commission on Housing has committed that it will cost $11
billion to eliminate the Nation's slums in the next 10 years. Failure
to deal promptly and effectively with the housing problem will serve
only to increase this figure, and to tighten the noose which is stran-
gling our great metropolitan centers.

Mr. BARmETT. Mr. Will, I think you made a fine statement and cov-
ered much of the material the committee is interested in.

Mr. Edelman, I thought you were going to act in conjunction.
Therefore, I asked for you to be identified at that time. We are going
to allow you to go through your full statement, if you will identify
yourself.

STATEMENT OF JOHN W. EDELMAN, WASHINGTON REPRESENTA-
TIVE, TEXTILE WORKERS UNION OF AMERICA

Mr. EDELMAN. Mr. Chairman, my name is John W. Edelman; my
official title is Washington representative of the Textile Workers
Union of America. I am appearing here today on behalf of the na-
tional committee on housing of the Congress of Industrial Organiza-
tions.

Might I digress, Mr. Chairman, to say to the committee that I think
it would be of greatest importance and value that these hearings
throughout the country by this subcommittee should make it a special
point to at least divide up the time before them between experts and
representatives of both peoples' organizations and individuals who
have personal housing problems. You will then begin to get more
brilliant young men, such as my colleague here today, who will become
familiar enough with this problem, will feel that this housing is not
so technical a question that they cannot embark on a discussion of it.
mnd ultimately will develop the kind of public support that is abso-
lutely essential if this movement for the improvement of housing
conditions in the United States is to develop momentum and certainty
of continuance.

Might I also take a few seconds, Mr. Chairman, to make a personal
reference here. I was particularly interested in testifying in this
particular room for this reason: Over 20 years ago a historic meeting
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in the history of housing in America occurred in this reception room
of the mayor of Philadelphia. The No. 1 public housing project, actu-
ally not public housing but public-works project, that was built in
America was the Carl Mackley houses in Philadelphia, an apartment
project sponsored by the Hosiery Workers Union in this city. Out
of that project grew the Labor Housing Conference of which I was
the secretary. It was the Labor Housing Conference which it is his-
torically admitted and agreed wrote the first housing legislation in
this country, and actually sponsored the first public housing resolution
adopted by a convention of the American Federation of Labor as Mr.
Meany describes in the yearbook of the National Housing Conference.

The hearing in this room occurred as a result of a veto by the then
mayor of Philadelphia, Hampton Moore, whom Congressman Barrett
very well remembers, whose picture graces the wall back of me. Mayor
Moore out of simple, sheer, unadulterated prejudice and spite vetoed an
ordinance which merely eliminated from a paper plan a half street on
the site being purchased for this project. We could not clear title until
this ordinance had passed. It took us a struggle of over 3 months, and
we had to fill this room with rank-and-file workers and citizens on
several occasions and create considerable hubbub in Philadelphia until
finally city council, and at that time a completely 100-percent old-line
Republican organization, finally passed that ordin ance over the mayor's
veto.

I think without further explanation some of you will under-
stand the drama of appearing now in this same room almost a quarter
of a century later to discuss certain phases of an established and ex-
panding program which had its beginning probably right here that
many years ago.

Mr. Chairman, Congressman Rams several days ago asked me on
behalf of the CIO that I direct my testimony especially to the
problem of housing for the aged. I have prepared a paper and
a good deal of supplementary data. In view of the time limita-
tions might I request of the chairman a direction that I work out
with the staff of the committee the presentation of these data, because
there are some statistical insertions which I wish to make and work
it out with the staff so that it may appear in the record. I particu-
larly want to request that what I believe is quite remarkable data which
the Committee on the Aging of the Department of Health, Education.
and Welfare has prepared, bearing on this problem, be not included
in the record in 6-point type but in 8-point type, so that it may be
read by the Members of the Congress, and not the pages passed over,
because of the difficulty of reading a lot of figures in small type.

Mr. BARRETT. The committee is willing to grant your request, and
the staff director here indicated that you had been very helpful in
accumulating data for the staff.

Mr. EDELMAN. Might I make a very strong recommendation to
the committee I will do this in public and I will also do it in private,
Mr. Chairman. I just discovered, when I began to do the research
for this particular piece of testimony, that last year the University
of Michigan Press has published a volume entitled "Housing for the
Aged." It is an admirable job. It is an admirable compilation of
the now available data bearing on this particular problem, and I
would strongly recommend to the committee that, if it is at all feasible,
an abstract of that volume be made so that it can become available to
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the Members of Congress. It is the best compilation of its kind which is
now available anywhere, I am sure. Might I further call the attention
of all of the members of this committee to a pamphlet which has been
issued in the last year by the Committee on the Aging in the Depart-
ment of Health, Education, and Welfare, which in very simple lan-
guage, but quite dramatically, presents a body of econonlc data in lay
language and in simplified form which I think is absolutely essential
to a consideration of this particular topic as indeed housing in general.

Mr. BARRETT. I accept that for the record.
Mr EDEL3MA.N. Might I finally, just quickly, Mr. Chairman, make

tins little gratuitous statement to this committee: I was, indeed,
delighted to hear the present regional director of the Federal Housing
Administration in this city assure this committee that he would be
willing to cooperate, and, indeed, would rather welcome a bona fide
cooperative that attempted to obtain a commitment for a cooperative
project in this city or in this region.

I think you are well aware of the fact of the strong convictions
which have been held by all of labor, in the necessity of the develop-
ment of that type of program. I want to make this statement very
emphatically. That this is an important change and an important
development to have Mr. Kelley make this remark, because the lp envious
FHA director of this region, did not take this attitude. I had organ-
ized a cooperative housing group in Allentown, Pa. As it hap-
pened the leader in it was a member of my own union and came to
Philadelphia just to attempt to get the kind of preliminary advice for
the establishment of such a cooperative. He was told that there wasn't
such a project in this region, and there would be none. This is an
issue that I fought out in Washington with the then Director of the
Federal Housing Administration, and while I think probably I suc-
ceeded in getting the then Director reprimanded, it was not possible
to reinstate the project.

I hope that the committee throughout the country will specifically
ask this question, because no matter what the law said, there was
until very recently, and may exist today for all I know, in most of
the regional offices in the country, very active and, indeed, very candid
resistance to helping groups seeking cooperative projects.

I can and will, I hope, give testimony later on in Washington on
this particular problem, bearing on my own personal experience in
other regions on this particular point.

Could I call the attention, if I may, sir, of the committee to a
capping which I stuck in my pocket and only discovered by accident
when I was getting out my rail ticket here today, which appeared in
the New York Times on August 22 of this year, in which it describes
a study carried out by the Federal Reserve Board in cooperation
with the University of Michigan. As I read this newspaper story, the
study attempted to discover the attitude of the homeowners and renters
in one region of the country, and the interesting thing is this: It says
30 percent of renters and 15 percent of owners interviewed were dis-
satisfied with their homes. Mostly because of inadequate space.
The number of homeowning families, of course, they point out,
climbed from 18 million to 25 million since 1948. I think that ap-
parently this study is unique. I call it to the attention of your staff.
I hope that the persons who developed this study will at the appro-
priate point in your itinerary testify. It would appear that here at last



INVESTIGATION OF HOUSING, 1955 501

is ,one rather impressive expert testimony as to the value and quality
and the acciedibility of so much of the blighted new housing which
has been built in America upon which we have had no real firsthand
testimony or almost none before members of this committee.

I think the whole story on housing for the aged is told in one picture,
one photograph which is taken from the famous Family of Man
exhibit which is touring the country, and which appears in the year-
book of the National Housing Conference, depicting and drama-
lizing the type of citizen who is denied housing under the present
regulations. These aging citizens are in fact denied housing of any
decency and acceptability as to cost by present regulations of the
National Housing Agency, in public housing, and the FHA.

Mr. BARRETT. Thank you, Mr. Edelman, for your very fine state-
ment. I am not going to cross-examine you, but I just want to say
before you go that Barrett and O'Hara from Illinois submitted the
first bill for the aged.

Mr. E1)ELIMAN. I am very well aware of that, and we supported it
actively.

Mr. BARE rT. And it was stricken out in the conferee's report.
Mr. O'HARA. I might say I received in the 81st Congress my hous-

ing inspiration from the gentleman who has just addressed us so
dramatically and so convincingly.

Mr. EDELMAN. Thank you.

MiORE HolSING FOR EVERYBODY WOULD B BEST DEAL FOR THE AILING

Testimony liv John W. Edelman, Washington representative, Textile Workers
Unin n of Aimellia-(1CI 0 appearing on behalf of national CIO's committee on
housing

Tesrit\in,; on behalf of the ('IO national committee on housing on the
particular problem of housing for the aging, we are obliged to say that what
this IointiI needs most desperately today is not so much separate or special
shelter for elderly persons as an overall increase in the supply of housing for
all our citizens and a comprehensive enlargement of all types of community
facilities

National tIii woiked energetically and smceiely for the legislation intro-
duced in the .i-t session providing for 10,000 units of public housing specifically
for the aged We shall continue to press for these additional units in the next

es-.ioln of Congress
(O10 argies with and actively supports the necessity for providing a certain

amount of specially planned shelter for the use of aging families or persons.
On the other hand, both practical experience and the advice of specialists in
the field make it overwhelmingly clear that segregation of the aging is almost
as ruel and stupid as consigning the old folks to the poorhouse. Indeed,
present-day medical studies in this field show that the best way to avoid or
postpone the day when some type of institutional care for the aging is needed
is to enable and assist them to remain independent members of a normal com-
munity or groupp tor just as long as possible.

M3. own flrst-hand knowledge of the housing problem, including housing for
the a id began here in Philadelphia some twenty-odd years ago at the Carl
Aackley II,,-e-r , the hmited dividend apartment project sponsored by the Amer-
ican Feder.ation of Hosiery Workers This project continues to be one of the
mo t important demonstrations of its kind in this country. In our first year's
operation of that project we learned that even quite elderly men and women
weie not merely happier and better off physically when they lived on their own,
but still near enough to other people where there was some companionship and
at the same time unobtrusive assistance if needed.

This subcommittee should, and I assume already has, to some extent, made a
survey of regulations and practices in the administration of public housing in
the United States to determine whether single aged persons are barred every-
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where from occupancy. Similarly a survey should be made to determine
whether the practice of the Federal Housing Administration is such as to make
it difficult or impossible for retired or elderly persons, single or married, to
purchase or rent suitable private housing

I read from a statement of policy by the Public Housing Administration:

"ELDERLY FAMILIES SERVED BY PUBLIC HOUSING

"Elderly families are admitted to public housing on the same basis as other
families of low income They have the same preference if displaced by public
slum-clearance acti cities and have the same veteran's preference as other
families.

"Single persons cannot be admitted to public housing under the present pro-
visions of law However, if there is one person surviving out of a family pre-
viously admitted, that person is permitted to continue in low-rent housing.

"In 1953, 5.9 percent of all families admitted to low-rent housing had heads
of families who were 65 years of age or over.

"The best picture of the aid which public housing is extending to elderly
persons may be seen from data in respect to those living in the projects. In 1953
10 pelient of all tenant families had heads 65 years of age or over. Of these
elderly families, 17 6 percent were single persons (the residuum of former
families), 62.3 percent consisted of two adults with no minors, while other types
of elder ly families accounted for the remaining 20.1 percent.

"The income of elderly families is very much lower than that of other families
living in public housing In 1953 'the single elderly persons had incomes aver-
aging only $766, families consisting of 2 adults but no minors had average
incomes of $1,227, while all other elderly families had average incomes of $1,548.

"Only 172 percent of elderly families were living wholly on their own
resources There were 52.7 percent of these families on relief, while 30.1 per-
cent were receiving public benefits such as old-age or survivors' insurance"

A couple of days ago when I dropped in at the office of the Commiittee on the
Aging in the Department of Health, Education, and Welfale, to obtain whatever
lesearch data are available on housing for the aged. I was informed that the
staff of this subcommittee had requested a special memorandum from that office
Therefore, I assume that the Members of Congress considering this aspect of our
housing problem are aware of the symposium entitled "Housing the Aging,"
issued as a book by the University of Michigan Press in 1954

The Committee on Aging of the Department of Health, Education, and Wel-
t.re itself has compiled selected statistics as of June 1955 which provide a solid
base for a searching look at the economics of housing for the aging Since
these charts make rather dry reading for those who ale not too deeply involved
in these problems, I am quoting herewith several paragraphs from pages in the
book Housing the Aging, which simplify these data.

Henry D. Sheldon, of the United States Bureau of the Census, in an analysis
iof Who Ale the Aged, says:

"In 1950 the percentage of persons aged 65 and over was 8 1 in the urban
population, 86 in the rural nonfarm population, and 7 (; in the rural farm polp-
lation. This pattern is essentially similar to that of 1940 even though the 19i0
figures are based on the new definition of urban and rural residence which allo-
cates some 8 million persons to the urban population who, under a definition
comparable to 1940. would have been classified as rural and, for the most part,
rural nonfarm The net effect of this shift has been, in all probability, to de-
crease the proposition of older persons in the urban population and to increase
the proportion in the rural nonfarm population, since, in general, the popula-
tion involved is that of urban fringe areas which on the average is a younger
population than that of the central cities which these areas surround.

"The figures for the standard metropolitan areas that are now available indi-
cate that the percentage of persons aged 6. and over is greater in the central
cities than in the remainder of the arei of 'ring' This difference reflects, in
most instances, the fact that the suburban ring is an area of more recent settle-
nient by younger persons It also means, however, that older persons are found
in greater concentrations living in the older structures of the central cities

"In the United States there were 5 8 million males 65 and over as compared
with 6.5 million females of the same age, or about 90 males per 100 females

"The larger number of women among older persons is reflected in their dis-
tribution by marital status. In 1950, the percentage of single men and women
was around 8; slightly more than one-third of the women, but almost two-thirds



INVESTIGATION OF HOUSING, 1955 503

of the men, were married; and more than one-half of the women, but about
one-fourth of the men, were widowed. The large proportion of widows among
women aged 65 and over, which reflects the higher mortality of males, the greater
tendency of widowers to remarry, and the lower average age of women at mar-
riage is, from the point of view of planning for the welfare of elderly persons,
the most significant fact to emerge from the statistics of marital status.

':About 98M percent of the total population, and 96 percent of the population 65
and over liNe in private households.

"About 72 percent of all persons aged 65 and over maintain their own house-
holds. In short, nearly three-fourths of the older population live in what might
be regarded as a normal family setting for adults.

"The next largest group of persons aged 65 and over-about 20 percent of the
total-lives as relatives of the head of the household. For persons 65 and over
in this group, the most common type of relationship to the head of the household
is that of parent. In general, then, it is this group-about one-fifth of the
total-that is found in the three-generation family setting. It does not, however,
include the relatively small number of heads and wives of three-generation house-
holds who are 65 and over. The remaining 4 percent of the older population live
in private households primarily as lodgers.

"The 1950 census for the Grand Rapids standard metropolitan area indicates
that, although the proportion of home ownership is higher among household
heads 65 and over than it is for all household heads, the income of the older
heads is considerably below that of the general population. In the older popula-
tion there are also appreciable differences by type of household. The income
level of the heads of husband and wife households is considerably higher than
that of the female heads of households and the remaining group falls into an
intermediate position. There is also evidence in these advanced data that, in
comparison with all households, those headed by elderly persons have, on the
average, a smaller number of members, but, at least for homeowners, have, on
the average, a greater number of rooms. The figures on dilapidation are incon-
clusive but suggest a higher incidence of dilapidation among the dwelling units
of oldex renters than among those of renters in general.

"The number and proportion of elderly persons in our population has increased
in the past and may be reasonably expected to do so in the future A relatively
small number of these persons live in institutions, hotels, lodging houses, and
as lodgers in private households. A larger number live as relatives in the house-
holds of other persons-in many case. the households of their children. The
great majority of older persons, however, live in their own households-house-
holds among which, in contrast to all households, the income of the head is
lower, the membership is smaller, there are fewer complete husband and wife
households, and more households headed by women. In any comprehensive
program for improving the housing of our older population, it is this group which
becomes a matter of primary concern."

The next chapter in this volume is entitled "Where and How Older People
Live Today," written by Everett Ashley, Chief of Housing Economics Branch,
Housing and Home Finance Agency. Mr. Ashley writes:

"To me the most striking thing about the living arrangements of older families
is the high concentrations of 1- and 2-person families. This situation is largely
the result of the maturing children leaving their parents' home and of the deaths
of spouses. Over 68 percent of the group under study was made up of either
single individuals or couples-25 percent single individuals, 43 percent couples.
In fact, the over 65 group accounted for two-fifths of all 1-person nonfarm house-
holds. In contrast, only 33 percent of the younger families contained 2 persons
or less In absolute numbers, there were in nonfarm areas 1,405,000 single indi-
viduals over 65 years of age who maintained then own separate homes or apart-
ments in 1950. Of these, 985,000 were women, while only 420.000 were men In
addition, there were 2,402,000 two-person families maintaining their own house-
holds, the head of which was over 65

"The census figures show that older families tend to have larger quarters
than do younger families Nearly three-fifths of the aging had quarters contain-
ing five or more rooms, whereas less than half of the families under 65 years of
age had units that large. Even in occupying units of eight or more rooms, the
aging hold a definite edge over the younger families (11 percent compared with
5 percent).

"For many older families, ownership of a home, no doubt, represents part of
their own social-security program, assuring them of a roof over their heads in
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their declining years A large group of the nearly 4 million homeowners of
over 65 find in their homes a satisfactory shelter, at least as long as they are
able to take care of it and are fit enough to fend for themselves This is at
least suggested by the fact that two-thirds of our older families live in dwell-
ings which, in 19.0, had all modern conveniences and were not dilapidated.

"For an indeterminate share of the group, however, homeownership is un-
doubtedly more or less of a burden Because of sentiment, inertia, or economic
necessity, elderly men and women continue in some cases to struggle with a house
beyond Iheir physical and financial means to carry.

"Undoubtedly, it is these situations hich contribute to the fact that a some-
what larger share of our older families (8.4 percent) In e in substandard housing
than is true of younger families (69 percent) With falling strength and
diminished income, some older household heads find the problems of house mainte-
nance more than they can cope with. A. a result, the structures gradually
deteriorate to the point where they fall into the census classification of dilapi-
dated ' Thus. in t150, almost 7 percent of the dwellings owned by persons over
65 years of age were in poor condition, compared with slightly over 4 percent of
of the owner-occupied units headed by persons under 65

"All of the poor housing occupied by the aging, however, cannot be attributed
to the senility of its occupants For instance, in the case of rental housing, the
situation is far worse than that for owned homes In contrast with the 7 percent
of dilapidated units among aging owners, we found that nearly 12 percent of the
dwellings rented by the aging were dilapidated But the disparity among rented
homes between the quality of the units of the older and younger families is not
so great Of the families whose head was under 65, n:ealy 10 percent also lived
in dilapidated rented dwellings in 1950.

"The heavier concentration ot low quality units among renter-occupied than
amone owner-occupied units is reflected in the comparative figures on rents and
values In contrast with the rest of the population, a heavy concentration of
older families (40 percent compared with 21 percent for younger families) rent
quarters for less than $30 a month. Whereas rents of older families tend to con-
centrate at the lower end of the rent scale (75 percent paid less than .50), the
values of the homes owned, while not quite as high as those of younger families
Il$U.00 versus .7,400u. are better distributed.

"Although much of the public inteiret in the problems of housing the aging has
been centered around the infirm and the chronically ill, numerically a bigger need
for thought and action is in housing for generally healthy but aging persons
In this group, especially among those who are renters, the problem is often
largely or onomic For instance, as the heads of families pass 65 they tend to
retire or it least io curtail their work This, in turn, results in a decline in
income As a result, many aging renters find themselves no longer able to afford
the quarters which previously had satisfactorily housed them.

"About 94 percent of the aging live out their lives in a conventional house, not
necessarily their own, but at least in a home of relatives or friends It is obvious
that any way in which their homes can be made safer, healthier, and more
pleasant to live in will ease the economic burden on the aging themselves and on
those who ultimately must care for them. This is particularly important for
countless aging couples and single individuals who for economic reasons are
doomed to live out their remaining years feeling themselves to be a burden upon
relatives or friends. Equally significant, it will ease the burden on the taxpayers
by substantially reducing the number of aging who might otherwise have to be
cared for in institutions at public expense "

The third chapter from which I will quote is on Wheie and Ho Older People
Wish to Live, by Dr Wilma Donahue, chairman of the division of gerontology at
the Uniiversity of Michigan Dr. Donahue states

"Only a few studies have been made of the housing preferences of older people.
The most salient fact emerging from those studies which have been reported is
the almost universal desire for continued independence in living anlangements.

"In Manhattan, Kans, a survey of 50 older families revealed that their first
preference was to continue living in their present homes Poor health did not
alter their desire for independent living arrangements In the ex ent of illness,
they indicated that they would want to continue to live in their own homes
under the care of a nurse or companion. If this arrangement were not possible,
they would, at a last choice, live with theii children but would want separate
quarters in their children's homes
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"The same wish for independence was shown in a survey of 6,000 people who
had retired or were approaching retirement. This group, composed largely of
families in the higher income brackets, also wanted the privacy of living in their
own homes. Two-thirds preferred a single-family detached dwelling with two or
more bedrooms built on a larger than average lot.

"At the University of Illinois a survey was made of 130 retired faculty mem-
bers to determine their housing preferences. The oldest members of the group
wanted elevator apartments and all members preferred individual renting. A
campus site was preferred and such special services and facilities were stipulated
as community dining rooms, drugstore and small grocery, community lounge,
social and recreational rooms, community laundry, hobby and study areas, and
parking space. These people would like to have maid service but do not want
a nurse or a physician in residence, preferring instead to make their own
arrangements for medical care.

"A study of retired people in St. Petersburg, Fla., indicates that both men and
women wish to live in self-owned detached dwellings. The next mos

t 
preferred

arrangement would be to live with another person of the same sex in a single
dwelling. In no instance was a choice made of a facility of the rooming-
house type with a central dining service.

"The same disinterest in communal types of housing was evidenced in a recent
survey made of the needs expressed by older people in Grand Rapids, Mich.
Almost half of the sample inter iewed reported some dissatisfaction with pres-
ent living arrangements, and almost a quarter wanted to change their housing;
no one indicated a desire to move into an old-age home or other type of con-
gregate arrangement, including the homes of sons and daughters.

"On the other hand, in a survey of the aged in the State of Rhode Island, ap-
proximately one-third of the 2,400 persons admitting dissatisfaction with their
housing indicated that they would like a congregate arrangement in which they
could maintain their own quarters and yet be near other old people and have
access to communal facilities for recreation, housekeeping, and the like. Half
of the 2,400 dissatisfied people said that they would prefer to live independently
rather than with children or relatives."

68692-55-Pt 1-- 33
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TABLES FROM AGING, ISSUED BY UNITED STATES DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

TABLE 21.-Dollar and relative cost of elderly couple's total budget, housing, and
other goods and services, 83 cities, October 1950

City and State

Atlanta, Ga .....................
Baltimore, Md................
Birmningham, Alald ..
Boston, Mass-------------------------
Buffalo, N Y...... ...............
Chicago, III ....................
Cincinnati, Ohio-- -----------
Cleveland, Ohiio.....-........--- ...
Denser, Colo.........---------
Detroit, M h ----- - -----------
Houston, Tex .-.---......-----..-----
Indianapolis, Ind..........----------------..--------
Jacksonvlle, Fla.-----. ..-...-----
Kansas City, Mo------------------------
Los Angeles, Calif---------------------
Manchester, N H ..- ...-......
Memphis, Tenn-----
Ml waukee, Wis..
Mmnneapohs, Mmn.
Mobile, Ala,. .... ....----- -.......
New Orleans, La...-- -...
New York, N Y.
Norfolk, Va................. ..
Phldadelphia, Pa
Pittsburgh, Pa-----------------
Portland, lne ....--------
Portland, Org.............----------.--
Richmond, Va-.----------.-------------
St Louis, Mo---------------- -
San Francisco, Calif ---------
Savannah, Ga-------......--...--..- --
Scranton, Pa .. ..... ..
Seattle, Wash
Washington, D C--- ----------

Dollar cost

Other
Total Housing goods and
budget services

$1,748 $582 $1,166
1,779 603 1,176
1,772 607 1,165
1,880 640 1,240
1,698 534 1,164
1,818 578 1,240
1,650 485 1,65
1,805 590 1,215
1,746 577 1,169
1,818 573 1,245
1,855 670 1,185
1,746 569 1,177
1,795 621 1,174
1,687 507 1, 80
1,866 605 1,261
1737 550 1,187
1,726 563 1,163

90 705 1,203
1,765 577 188
1,620 475 1,145

61,02 436 1,166
1,782 543 1,239
1,774 612 1,162
1,783 587 1,96
1,767 554 1,213
1,733 548 1,185
1,866 630 1,236
1,712 581 1,131
1,711 527 1,184
1,833 567 1,266
1,658 532 1,126
1,614 463 1,151
1,852 583 1,269
1,863 671 1,192

1 Average rent paid m each city for tenant-occupied 2- and 3-room dwellings, built or converted before
1947, that conform to the housing standards specified for the budget, plus the cost of reqmred amounts of
heating fuel, gas, electicity, and water

Definition The budget family consists of a husband and wife approximately 65 years old, who maintain
their own 2- or 3-room rented dwelling and who are able to get about and take care of themselves The
husband is retired or has only occasional employment The family does not own an automobile The
elderly couple's budget was designed to represent a level of living which provides the goods and services
necessary to maintainhealth and allow normal participation m community life, in accordance with current
American standards Social and conventional as well as physiological needs are taken mto account The
level of i' ng described is not luxurious but is sufficiently adequate to provide for more than the basic
essentials of consumption.

Source Bureau of Labor Statistics, Monthly Labor Review, September 1951, p 305, table 1

Relative cost
(Washmegton, D C=100)

OtherTotal Housing goodsand
budge oend

services

94 87 88
95 90 g9
95 90 88

101 95 104
91 80 98
98 86 104
89 72 98
97 88 102
94 16 98
98 g5 104

100 100 99
94 85 99
96 93 98
91 76 89

100 90 lo0
93 82 100
93 84 98

102 105 101
95 86 100
87 71 98
86 65 9
96 81 104
95 91 97
96 S7 100
95 83 102
93 82 99

100 94 104
92 37 95
92 79 99
98 86 106
89 79 94
87 69 97
99 87 106

100o 100 10
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TABLE 22-Total money income of all families in the United ,States, and of

families with heads aged 55 and over, 1952

Age of bead of fanmily
Total snoney income All latolies

55-64 05 and over

Number (in thsousands ------------ -- -- 1,020 6,340 5,350

Percent -- - - - - - - - - - - - - - - - - - - - - - - 100 0 l00.0 100 0

Under $500 --- - - - - - - - - - - - - - - - - - - - - -- 4 1 5 30 0
$500 to $ 9 - - - -- - - - - - - -- - - - - - -- - - - - - 4 4 406 1308
51,000 0 to 11,409 -- - - - - -- - - -- - - - -- - -- - -- - -1 132
$1,500 to $,999 -- - - - -- - - - 00--- - -- - -- -0
$2,000 to0$2,00 -------------0- -- 14 164 4 15 2
$3,0001to $4,05 9- - - - - - - - - - - - - - - - - - - - - - - - 3 0 20 1 21 8
5,000 to0$6 ,990 - - - - - - - -- - - - - - - -- - - - - - - - 19 4 10 0 8 7
$7,000 to $ 000 09 ---- ------- -- ---------- 91 909 23
$1o00O and over ------------- -------- 41 70 5 3

W il= s n se --- ---- ----------- ----- $0, 890 $3,8005 $2,2170

Deisit A lam, 1 00a0 90 105 mor es n rltd by blo d ia e o adopt i and .e.idlne
tebe bt oa m o nam e .eee .o.nIis.b. e I noo ree'oc b a tly monbtr

m 102 lom are neolay, cr aeinviloo sel eple met, interst diedenda rentssclsorniand rlt"ed trorsi aiiasstnce,r his mstane adrnlblnsIcme as deoehe
eaclodra money geipt Ico the follonlaeg sors Idrawvals teem r bo"sepoita loans, lox et'ois
gisi lopsn "I".tace or is r on amnso incm d'rivdlossl f1 asse Is eacld,.
alsIom sm iheiec_..ac .tt'a ei rie r sin ind,m sacb as lbs value 01 home esn food , le booslop, and conntributions 0lodor
elothime.

Source Bureaua of lbe Creasus, Current Populatioss Repocts, Consumer tacome, series P-60, No. 15,
A led 1914, table 7.

TABLE 23.-Total money income of personse lig aonoe or wsih noorelotivcs, by
age, 1952

Total money income 14 and over 55-04 65 and over

Number (in thmtaodsl- - --------------- 0,774 2,072 2,850

Percent - - - - - - - -- -- -- -- - - - -- -- - -- 100 0 100 t 100 0

Un r$5 0 ---- -- -- -- - -- -- -- -- -- - -- -- -- - 20 0 170 20 7
$500 eOO t $99- ---------------------- -- 2 20 2 100 203 5
$1,000o$99 --- - ----- ---- 12 52 1209
$1.,00 to $1,09 -- - - -- - - - - - - - -- - -- - ---- 194 90 067
11,000 1091,,989 ----------------------- 103 1 70 0.2
$3,e ----,00 17 2 15 4.
$5,000 1014,00929 ------------------------- 3 4 194 1.1
$7,001 to $9,9 9------- --- : ----- 1 0 .40
$71019,008 vr--------- - - 0 - 7

M ellon income ------------------ ------ $1, 409 $1,50 $03

Deflnillsm Tbe individuanls rnnlnded In thes table are either living alone or ass lining In bousebolds
awih no rerlative presons. Total money come is defined Win naIble 22.

Source Bureau of the Census, Curent Poplsnlnslo Reports, Consumer Inscome, series P-60, No. 15,
April 1014, table 7.
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TABLE 24 -Percentage distribution of men with income in specified age intervals,
by amount of money income, 1952

Age

Income
Total 14-19 20-24 25-34 35-44 45-54 55-64 6 ad

over

Total..---.... -----...----- ... 100 0 100 0 100 0 1 1 00 100 0 100 0 100.0 100.0

Loss .......---...---------- - --- 06 02 02 03 07 07 13 08
$1 to $499 -------- -------- 7 57I 6 0 1 8 2 2 3 2 5 1 14 1
$500 to $999----.... -------- 8.2 21 3 10 0 24 2 7 42 87 27 9
$1,000 to $1,499 -..... 7 2 6 9 15 8 4 8 4 6 4 4 8 0 14.7
S1,500 to $1,999 ----- 67 50 45 49 51 60 86 85
$2,000 to $2,499...--- : .-- .---. 83 48 128 9 3 72 84 85 7.0
$2,500 to $2,99.--- 8 5 1 1 11 4 10 0 8 8 8 2 96 6 2
$3,000 to $3,499.-- ----- ----- 13 2 2 7 12 4 16 8 14 0 15 3 13 7 67
$3,500 to $3,999. ---- --.. ---- 9 7 .6 6 6 13 5 11.2 12 1 9 2 3.0
$4,000 to $4,499 --- -- --- 7 8 ....-- 3 6 10 8 11 0 82 7 6 24
$4,500 to $4,999.... .----------- ---- 5 7 1 22 80 83 61 4.9 17
$5,000 to $5,999. ..--- -- 8 0 --..- 3 6 97 11 0 10.5 69 31
$6,000 to $6,999--.....------ ------- 3 2 ------- .8 3 8 5 4 43 2 3 1 0
$7,000 to $9,999 .---------- ..--- 3.2 2 .1 31 52 3 2 5 1 3
$10,000 59 $14,999...-----------.............. 1 0 ----- ----- 6 16 14 16 6
$15,000 to $24,999--.----------- ---- .6 -------- --------. 2 8 10 8 5
$25,000 and over.--------- .3 ----- ------- 2 7 1 5
Median income--..-.. ------ ---.- $3,105 $3,493 $3,709 $3,486 $3,00 $1,24

1 Excludes institutional population.

Source Bureau of the Census, Current Population Reports, series P-60, No 14, table 3

TABLE 25.-Percentage distribution of men with income in specified income
intervals, by age, 1952 1

Age

Income
Total 14-19 20-24 25-34 35-44 45-5 55-64 65 and

over

Total----..... --................. 100.0 6 0 7.2 22 9 21 5 17 6 13.3 11.4

$1 to $499.......................------- - 100 0 45 3 5.7 5 4 6 2 7 4 8 9 21.0
$500 to $999 ---- ---- ----- 100.0 15 7 8 8 6 7 7 1 9 0 14 1 38 6
$1,00 to 1,99 ..................... 100 0 58 16 1 1 0 8 14 8 23 3
$1,500 to $1,999.... 100 0 45 15 6 16 6 16 3 15 7 16 9 14 4
$2,00 to $3,499 ---------- 100 0 3 5 11 2 25 6 18 7 17 9 13 6 9 6
$2,500 to $2,999.. --------- 100 0 .8 9 7 26 9 22 3 17 0 15 0 8 3
$3,000 to $3,499 ----------- - 100 0 1 2 6 8 29 1 22 8 20 4 13 8 5 8
$3,500 to $3,999 .............. .. 100.0 .4 49 31 8 24 8 22 0 12 6 3 5
$4,000 to $4,499-... 100.0 ....... 3 3 31 6 30 3 18 5 12 9 3 5
$4,500 to $4,999 100 0 .1 2 8 32 1 31 4 18 9 11.4 3 4
$5,000 to $5,999 -- 100.0 ........ 3 3 27 8 29 7 23 2 11.5 4 4
$6,000 to $6,999.............. .. 100 0 ....---- 1 7 26 6 35 6 23 2 93 3 5
$7,000 to $9,999-- 100 0 .4 2 21 7 34 3 28 7 10.2 4 5
$10,000 to14,999.......... ---------- 100 0 ....... ------ 13 6 34 1 24 4 21 0 6 8
$15,000 to $24999............... 100 0 .... ....-- - 8.4 30 9 31 6 18 9 10 2
$25,000 and over..------.........--- .... 100 0 ----... ------ --....... 13 5 39 1 29 5 17 9

I Excludes institutional population.

Source Bureau of the Census, Current Population Reports, series P-60, No 14, table 3.
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TABLE 26.-Receipt of money income and median income, 1949, for person aged
65 and over, by age, see, and lting arrangements, 1950

Sex and living arrangements

Men ---...... ...... ---
In own household ----------

Head of primary family 2.........
Married, wife present.......
Other ..-..........

Primary individual a..-----......
Not min own household --------------

Living m home of relatives ---....
Parent of head..............
Other.....................

Living with nonrelatlvesa-....
WomenI ----.. -. ----- ----

In own household -...................
Head of primary family 2z.._._..
Primary individual ...........

Not In own household..-............
Living m home of relatives---.....

Parent of head .......... ...
Other..............--........

Living with nonrelatives-....-....

Percent with no money
meome, 1949

Total Aged Aged 75
65-74 and over

18 14 27
14 12 20
14 12 21
13 11 19
22 17 29
15 13 19
33 26 42
38 32 46
42 34 48
30 29 39
2 17 28
42 39 47
31 29 33
41 40 42
23 22 26
54 51 58
58 56 61
62 60 63
49 47 53
33 29 39

Median income of persons
with incoe, 1949

Total Aged Aged 75
65-74 and over

$1,150 $1,440 $770
1,290 040 810
1,420 1,640 850
1, 460 1, 680 860
1,000 1,290 800

790 860 690
810 920 650
770 870 630
730 870 630
850 870 640
890 1,000 700
680 720 620
720 750 660
720 740 680
720 750 660
640 680 580
610 630 570
570 590 560
680 730 600
750 810 640

1 Excludes institutional population.2 1 or more related persons present.
SLiving alone, or with nonrelatives present.

Excludes married women hying with husband.

Source: Bureau of the Census, U. S Census of Population' 1950, vol. IV, pt 2, ch. D, Marital Status,
table 6.
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TABLE 29.-Income saved, assets and net worth, and homeownership, of all
spending units and spending units with head aged 65 and over, specified years,
1950-54

Spending

Income saved, assets, homeownership, debt, and net worth All spending head ge
and over

Percent of 1950 mcome saved
Total.........---....-------.. ------- --..--- 100 100

Negative savings ...... ................. ------------- -- 32 35
None ...... ------- -.....--------------- 7 19
ltoo ----------------- ------------- 24 20

30 to 49 ............-------. .... ------------ -------- 8 6
50 and over -.. ....------------....--------- 4 5

$2,000 to $4,999 .. ............. .....--------- 13 18
$5,000 and over ............... --------------------- 9 13
Mediana-------------------- --- $350 $500

Homeownership, nonfarm families, 1954.
Total ..---........--...............--- - 100 100

Owns home--- --.....- ...........- . ........-------------- ..... 56 63
Pays rent.-----........................------- ----.... 40 27
Other -------------------- ------- 4 10

Net worth, 1953.
Total ..-------------- ------.- 100 100

Sto 999. ....-......................... --- ----....... 20 21
$1,000 to $4,999. ------........ ....----------..- ........ 23 15
$5,000 to $24,999..--.. ---...... . ------...... . ---....... 35 42
$25,000 and over..... -........................ -----........ 11 19
Median------ ------------------------------ $4,100 $8,400

Debt as a percent of net worth, 1953---.-..~.-... - --------- 13 4

Defintions- A spending unt s a group of persons living n the same dwelling and related by blood,
marriage, or adoption, who pool their momes for major tems of expense Income saved is the difference
between current come and current expenditures, which include expenditures for nondurable goods and
services and for automobiles and other consumer durable goods, but do not include expenditures for the pur-
chase of houses, which are regarded as capital assets Ependitures to reduce debt are counted as savings
and increases in debt are deducted from savings Total assets include liquid assets (savings accounts, check-
mg accounts, Government bonds, postal savings, shares i savings and loan associations, and credit unions)
automobile, owner-occupied home or farm, other real estate, business interest, corporate stock, and hvestock
and crops on farms Variable-value assets consist of consumer capital goods, such as automobiles and owner-
occupied nonfarm houses, and business and investment assets, such as owner-occupied farms, farm machn-
ery, lvestock, crops, interest m unincorporated business or privately held corporation, real estate other than
farm or house on which owner is living, and corporate stock Fixed-value assets include iqmid assets and
loans made by spendmg units. Total debt includes mortgage on homes, farms, and other real estate,
amounts owed in installment purchases and on charge accounts, as well as miscellaneous debts to financial
institutions, businesses, and individuals. Net worth is the difference between total selected reported assets
and total reported debt.

Source Survey of Consumer Finances, Federal Reserve System, Federal Reserve Bulletin, September
151, p 1063. reprint of article originally appearing September 1953 issue of Federal Reserve Bulletn,
supplementary table 10. unpublished data from 1953 Survey, also 1954 Survey of Consumer Finances:
reprint of article originally appearing m June 1954 issue of Federal Reserve Bulletin, supplementary table
13, reprint of article originally appearing July 1954 issue of Federal Reserve Bulletm, supplementary
table 3. unpublished data from 1954 Survey
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TABLE 30 -Retired workers, entitled and nonentitled spouses, and aged widows
receirlg both old-age and survivors insurance benefits and specified types of
puhbli assistance at end of 1951

Beneficiary and spouse

All beneficiaries
All nonentitled spouses ---- ..----.

Retired men workers. ...... .....

Nonmared -
Miarried (total) .- ----------.......

Wife entitled
Man-----

Wf not entitled

Wife..-. ---- --

Retired women workers ................

Nonmarried .. ------
Married (total).-- -------

Husband entitled 4
Woman .......------------...........
Husband

Husband not entitled
Woman -.-----------------
Husband ---.-.-.......-

Aged widows --... ----... --------

Number
of per-
sons min
survey

20,954
2,880

11,348

4,503
6,845

4,228
4,228

2,617
2,617

2,624

2,135

216
216

273
273

2,538

Percent with specified type of public assistance

Old-age Aid to Aid to General
Total assist- the the dis- assist-

ance blind abled ance

148 14 6 02 (2) 02
25 1 5 () .8

157 15.4 1 ....--- .2

22 2 21 7 .2 ------ .3
15 11 3 1 --....- .1

11 2 11.0 .1.. .1
11 9 11 6 .2 (2) .1

12 0 11 8 2 --...--- .1
1 8 8 .1 (2) .

18.1 17 8 2 -- 2

20 0 19 7 .2 ...... .2
9.8 98 -

15 3 15 3
13 4 12 6 . .5

55 55-------- -- -
92 84 .4 .--------. .4

12.3 11.9 .3 () 1

SPermanently and totally2 Less than 0.1 of 1 percent
SA few wives of retired men workers who were not entitled to benefits although they were aged 65 and

over and a few wives under age 65 were eligible for old-age assistance. These wives were recipients m their
own right and not as persons essential to the welfare of their husbands

4 Husband entitled to old-age benefit on own wage record

Source Department of Health, Education, and Welfare, Social Security Administration, Bureau of Old-
Age and Survivors Insurance, National Survey of Old-Age and Survivors Insurance Benefcaries, 1951.

TABLE 31.-Retired workers and spouses, and aged widows under old-age and
survivors insurance, with specified amounts of independent money retirement
incom in 1951, with old-age and survivors insurance benefits adjusted to 1954
level

BENEFICIARIES W ITH NO BENEFIT SUSPENSIONS

Retired men workers Retired women workers

Independent-money Aged
retirement income Non Married, Married, No, widows

Total o wife wienot Total Nr-d Marred
mre entitled entitled

Number---..- 10,863 4.358 4,059 2,446 2,531 2.058 473 2.528

Percent .....--- 100 0 100 100 0 100 0 100 100 0 1000 1 0 1 100 0

Less than $300--- 1 1 () () 2 1 4 38
$300 to $589 - 19 4 31 2 67 19 4 4 7 46 7 25 4 3 3
$600 to $899 --- 26 9 38 5 11 7 31 2 30 6 31 9 24 7 39 3
00 to $1,199 ----- 14 6 11 1 19 7 12 5 98 83 16 3 86

$1,200 to $1,499 ... 13 4 64 23 3 94 81 6 5 15 2 42
$1,500 to $1,79--.. 77 43 11 6 7 2 36 26 76 23
$1,800 to $2099 64 37 86 77 20 1.5 44 17
$2,100 to $2,399..--- 39 14 63 42 8 .6 13 11
$2,400 to $2,0999..-..-- 3 5 1.0 61 35 11 8 25 11
$3,000 or movie --- 42 2 60 47 12 10 21 1.7

Median...------------ $975 $746 $1,352 $893 $670 $630 $894 $676

SRepresents 12 months' OASI benefits received i 1951, mcreased by the conversion table in the 1954
amendments, and money income received during the 191 survey year from employer, union, and veterans'
pensions, rt , interest, dividends, and annuities, and income from trust funds

SHusband not entitled on wife's wage record
aLess than 0.1 percent
Source Department of Health, Education, and Welfare, Social Security Administration, Bureau of

Old-Age Survivors Insurance, National Survey of Old-Age and Survivors Insurance Beneficiaries, 1951.
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TABLE 32.-TVale,
1 

mortgage debt, and owner's equity in nonfarm houses occupied
by all spending units and spending units aged 65 and over, early 1954

Amount

Total. .......

Zero------------
$1 to $4,999 ------- ---.-
$1 to $2,499....----
$2,500 to $4,999 .- ----.
$5,000 to $7,499 --------- ----.
$7,500 to $9,999................

10,000 and over ...........
10,000 to $12,499. ---

$12,500 to $19,999 ....--..
$20,000 and over ..............
Not ascertamed...............

All spending units

Value

100 0

(2)(
a
)
18 0
16 0
46 0
18 0
19 0
90
1 0

Mortgage
debt

100 0

49 0
280

(2)

12 0
7 0
40

)
(2)(2)

Owner's
equity

(5)

100 0

34 0
15 0
19 0
230
13 0
290
12 0
11 0
60
1 0

Spending unts with head aged 65
and over

Value

100 0

(2)

(2)
25 0
10 0
37 0
16 0
13 0
8 0
40

Mortgage
debt

100 0

82 0
15 0

(2)

20
10

(2)
(2)
(2)
(3)

Owner's
equity

100 0

(2)
30.0
16 0
140
220
8.0

36 0
16 0
13 0
70
4.0

1 Value was estimated by respondents, except that houses purchased during 1953 were valued at purchase
price

Not available
a No cases reported, or less than i of 1 percent.

Source 1954 Survey of Consumer Fmances, Federal Reserve System, supplementary table 15 attached
to reprint of article originally appearing m June 1954 issue of Federal Reserve Bulletin, and unpublished
data from 1954 Survey

TABLE 33-- omeownership and mortgage status of old-age and survivors in-
surance beneficiaries, classified by sex and marital status, at end of survey
year 1951

Retired men workers

Non- Married, Married,
Total marrd wife wlfe notmarried entitled entitled

12,364 4,769 4,513 3,082

100 0 100 0 100 0 1000

50 4 75 3 35 9 33 1
49 6 24 7 64 1 66 9

40 8 20 8 53 6 52 9
8 8 3-8 10 4 14 0

Retired women workers

Total marNr Marriedmarried

2,744 2,235 509

100 0 100.0 100 0

67 4 72 7 43 8
32 6 27.3 56 2

26 3 220 44 8
6 4 5 2 11.4

Home ownership
and mortgage status

Number m survey-.

Total..---....-

Home not owned....
Home owned

Without mort-
gage ::With mortgage----

With mortgage-.

2,553

100 0

583
41 7

35 1
6 6

I Husband not entitled on wife's wage record.

Source Department of Health, Education, and Welfare, Social Security Admnistration, Bureau of
Old-Age and Survivors Insurance, National Survey of Old-Age and Survivors Insurance Beneficiaries, 1951.
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TABLE 34 -Number of persons in paid civilian employment by coverage under a

public retirement plan, March 1955

Coverage Numbert Percentthousands)

Total aid employment .....-..- ....-.... . .-----_-.....- 62,330 100 0

Covered by a pubhc program.......---- -. .............. 58,160 93 3

Old-age and survivors insurance only 1 ---.... .. ..__... 48,240 77 4
Government employee retirement only ..------- -.... p 8,350 13 4

Federal....... ........ . 4,950 7
Cl ian . -... -... . . ... ...... ..... . 1,60 2 8

State and local ......... 3,400 5
Eligible for coverage under OASI.. .:::: 3,220 5 2
Not eligible for coverage under OASI ... ........ 180 3

Joint old-age and survvors insurance and other public retirement plans- 1,570 2 5
Railroad retirement -.....---...... .... r . .. ytm. 1,180 1 9
State and local -----.. . .. o......S ..... .......... o... 390 6

Not covered by a public program .. ----------- ------..................... 4,170 6.7

Agriculture......... ..---- ..-- . .-- -- ... ..... ..... . .......... 1,540 2 5
Wage workers -1..-.4-......--- . -........ . 410 7
Self-employed .--- ..--- ..----- ..... .............. 1130 1 8

Domestic service ... . --. . .--------............... 760 1.2
Other --------------- ---... ... . -.... 1,870 3 0

Eligible for coverage under OASI ----... -- - 420 7
Not ehgible for coverage under OASI_. -....--.....---- ....... 1,450 2 3

1 Includes 760,000 State and local government employees covered by old-age and survivors insurance and
not covered by State or local retirement systems2 

In addition to credits under the military retirement systems, members of the Ai med Forces may receive
wage credits of $160 per month under old-age and survivors insurance through June 30, 1955, under certain
conditions

The following summaries the classification of State and local government employees for the purposes
of this table Of the total of 4,690,000 such employees, 140,000 were not covered under any public program
The remainder were covered as ollos

Covered by old-age and survivors insurance only ----.-------------.........---- ... 760, 000
Coveted by State and local systems only.--- fm--Nn-t.. -..-.-.. --- 3,400,000
Covered jointly by old-age and survivors insurance and State or local systems ..---- 390,000

SIncludes 280,000 m sisters and 140,000 tate and local government employees who, though eligible to
elect coverage, had not done so i March 1955

Source Estimated June 1955 by Bureau of Old-Age and Survivors Insurance from Census ureau's
Monthly Report on the Labor Force, and other sources

TABLE 35.-Average remaining years of life in the United States at specified ages,
by sex and race, ed50, , 1900-1902, 1952

White males White females Nonwhite Nonwhimales females
Age _____

1850 1 1900-1902 1952 1850 1 1900-1902 1952 1952 1952

At birth ----- 38 3 48 2 66 6 40 5 51 1 72 7 59 1 637
40....... 27 9 27 7 31 4 29 8 29 2 361 27 5 30 6
50 --- --- 21 6 20 8 23 0 23 5 21 9 27 2 20 4 23 2
60... 15 6 14 4 16 0 17 0 15 2 19 0 15 0 17 4
70 - --....--- --- 10 2 90 10 3 11 3 9 6 12 0 11 1 12 9
80 ..-.-. -------- 59 51 62 64 55 68 80 92

I Represents Massachusetts only Longevity m Massachusetts considered to be indicative of that in the
country as a whole at that time

SRepresents only the original death registration States Connecttut, Dstrict of Columbia, Indiana,
Maine, Massachusetts, Michigan, New Hampshire, New Jersey, New York, Rhode Island, and Vermont

Source Metropolitan Life Insurance Co , Gains m Longevity Since 1850, Statistical Bulletin, February
1955, p 5 (Figures based on various publications of the National Office of Vital Statistics and the Bureau
of the Census)
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TABLE 36.-Persons aged 65 and over in institutions, by type of institution, 1950

Type of institution

Total population, aged 65 and over..........

In institutions--------------------------------------
Not m Institutions ---------------------------------

Total persons aged 65 and over m mstitutions

Homes for the aged.-... ---.... --------

Public .. ..............--------
Federal-State .... ---- .....-----
Local-----------------------------------

Private- ----------- ----
Voluntary.. ----
Proprietary (including nursing homes) ----

Mental hospitals ---------------- -------

Federal....-----------------.....- -----...
State-local--- ..................- .........
Private...------..... ------------

Chronie hospitals ---...-----.......- -------...
Tuberculosis hospitals.. ----------...........
Correctional misttutions..----- ---- -----...
Homes and schools for mentally handicapped.... -
Other .-------... ------......-----------...--.

Number Percent
(thousands) distribution

12,256,850 100 0

385,419 3 1
11,871,431 96 9

385, 419 100 0

217, 536 56 4

60,424 15 7
14,218 3 7
46,206 120

157,112 40 7

141,346 36 7

2,674 .7
131,822 34 2

6,850 1 8

S 8,857 23
6,592 1 7
5,140 1 3
4,184 1 1
1,764 .5

Source: Bureau of the Census, U. S Census of Populatn. 1950, Special Reports, pt 2, ch. C, Institu-
tional Population, and vol II, U S Summary, pt 1, table 99.

CHICAGO DEVELOPS A NEW APPROACH IN THE HOUSING OF THE AGED

July 1953

(By Albert G. Rosenberg, supervisory, community and tenant relations, Chicago
Housing Authority)

More than 40,000 persons are now housed in the 22 low-rent housing projects
under operation by the Chicago Housing Authority. This represents 10,000
apartment units; approximately 10,000 additional units are either in the blue-
print or actual construction stages. The number of aged tenants in CHA projects
has been increasing over the past years and the authority is currently housing
about 2,000 persons 60 years of age and older. And we are looking ahead to a
greater and greater number of aged applicants.

In most projects we are attempting to house these older people in a pattern
where they are well mixed in with other families. It is our experience that
when a number of aged families live in one apartment building, and through
illness and general disability a number are unable to take care of stair halls, etc.,
the whole building, as far as it depends on tenant aid in maintenance, tends to
deteriorate.

One of our new projects has been constructed so that an apartment can be
subdivided in such a way that an individual aged person can live in a separate
one-room unit, sharing a bath and kitchen with another separte unit of the same
kind. This other unit can be assigned to a younger person.

Currently, we are cooperating with the committee on the aged of the Welfare
Council of Metropolitan Chicago on a pioneer project at Prairie Avenue Courts,
where 36 one-bedroom units in a 7-story elevator building are occupied by
couples who are at least 60 years or older (The remaining 12 two-bedroom
units are occupied by families with children and the rest of the project houses
families in normally mixed aged groups.) The committee on the aged, with-
out attempting to create an institutional atmosphere in the building, is coordi-
nating the services of about a dozen health and welfare agencies and hospitals
which are cooperating in this attempt to discover and meet the special health
and welfare needs.

In other words, this committee is trying to find out what the most suitable
and beneficial pattern of housing of aged might be, and is working with the

---- --------------
--------------
--------------

-------------------
-------------------
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housing authority to bring it about. The research phase of this project is
under the auspices of the University of Chicago Family Study Center.

The authority further makes a practice of having appropriate project staff
people participate in institutes and workshops on needs and services to the aged
held in Chicago from time to time.

SPECIAL PROBLEMS TO BE DEALT WITH

All this represents an effort to develop a new approach to the housing of
the aged and to deal with the many special problems which are thrust upon us.
Hardly a day, for instance, goes by when we are not informed of some serious
situation caused by an aged tenant who is physically or mentally ill. Because
residents live closely together in apartment-type buildings in our projects, prob-
lems caused by such aged tenants who have become bedridden or show signs of
mental disturbance are quickly noticed by the tenants and management staff.

We find that the death of one spouse is apt to start the decline of the sur-
viving husband or wife. When this deterioration reaches the point where the
tenant can no longer take care of his apartment or do his share of, for instance,
cleaning his section of the stair hall, he quickly becomes a burden and a nuisance
to the neighbors Often the neighbors help out for a while, but as the problem
continues over a period of time they become discouraged and the aged tenant's
apartment becomes filthy and at times even vermin-infested.

When our CHA project staff members become aware of such problems they
call the conditions to the attention of the various community service agencies in
an attempt to have them step in. However, even in cases where the agency is
acti e with a family-and many of our aged in the projects are recipients of old-
age assistance-we find that the agency is not always successful in bringing the
situation under control. In those cases where the aged person does not have a
tie to a social agency and refuses to seek medical or counseling help on his own,
we encounter the toughest problems.

For instance, an aged woman whose husband died a few years ago causes
frequent disturbances, demonstrating various symptoms of mental disorder.
No agency is active in her case, but the records of an agency which had once
been active indicate that a diagnosis of dementia praecox, paranoid type, had
been made.

We have brought this situation to the attention of a number of agencies, but
the woman is unwilling to accept any help. There is no agency in Chicago
which has the authority to have a physician examine such a person to establish
his or her state of mental health and, if necessary, arrange for commitment
to an institution; only through the court and police can this be done and
complaint by a third party.

ENCOURAGING EDUCATIONAL AND LEISURE TIME PROGRAMS

Our management staff attempts to encourage recreation, health, and social
agencies to offer educational and lesiure-time programs in which aged tenants
can participate. Frequently older people form club groups, but we observe that
they quickly disintegrate for lack of the needed group work staff service. The
housing authority, quite correctly, is not permitted to provide direct service,
such as group work, case work, etc.; this is the responsibility of the appropriate
public and private agencies set up to carry out such functions.

We are hopeful that continued effort on our part, in cooperation with the
welfare council, will bring about a solution of some of these problems.

RYDERWOOD. WASH., A THRIVING COMMUNITY FOR RETIRED WORKERS

January 1954

A former logging camp in the southwestern part of the State of Washington is
today the scene of a new and thriving community of retired workers.

Ryderwood is a small town built in the early 1920's by the Long Bell Lumber
Co. in the midst of their timber holdings. Eventually the surrounding timber
was cut and the town ceased to serve an economic purpose so far as the lumber
company was concerned. So the Long Bell people put it up for sale.

The purchaser was a group of businessmen headed by Col. William F. Brandt,
a retired Los Angeles banker who, in April 1953, organized Senior Estates, Inc.,
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as a strictly business venture to sell the individual homes to retired men. The
$90,000 sale price included all buildings and utilities in the town, and the new
owners have sunk additional capital in needed repainting and rehabilitation of
the property.

Sales are limited to those who have a legitimate retirement income of between
$135 and $250 per month. This income range was determined upon because it
was felt it was in this bracket that the greatest need for housing of this type
existed. An elderly couple with less, presumably, could not afford to finance a
house; one with more is considered too well off to qualify.
Homes are being sold on the following basis: 4 rooms at $2,500, $200 down and

$20 a month; 5 rooms at $3,000, $250 down and $25 a month; 6 rooms at $3,500,
$300 down and $30 a month. They are sold on nonassignable contracts and the
monthly payments are figured to include 6-percent interest. In order to preserve
the character of the town, purchasers are not given unlimted resale rights.
However, in the event of the purchaser's death or removal, Senior Estates, Inc.,
will buy back the property, or it may be sold directly to another individual who
meets the requirements of the corporation.

All told, the town contains some 400 houses of which 183 have been recondi-
tioned and offered for sale. As of the middle of October, 44 have been sold and
35 occupied. Inquiries have been received from all over the country including
Hawaii and the Panama Canal, and it is expected that the rest of the houses
will be sold in short order.

To provide special services for the townspeople, Senior Estates has set up
a separate corporation organized on a nonprofit basis in which each property
owner has one vote. This corporation is now in operation and provides elec-
tricity, water, a sewage system, and garbage collection.

The community already has a garage and filling station, a grocery store, an
appliance store and a barber shop, all operated by residents. A former cabinet
maker has set up a small shop and is making cupboards, furniture, etc., to order.
Another resident has set up a toy-making shop and is making and marketing a
small toy duck

There is plenty of room for other small business, according to Colonel Brandt.
He and his associates are discouraging outsiders from locating businesses here in
the expectation that the residents themselves can supply the need as it develops.

The nearest doctor is located 13 miles away, but he is planning to set up a
clinic within the community in charge of a registered nurse where he would
spend 1 day a week and make calls as required. There is also a community
building which contains meeting rooms and a 150-seat theater The theater is
not yet in use, but community get-togethers have been organized around square-
dancing, community singing and games, etc.

Ryderwood has already received national publicity through an article in Time
and several other publications, it is reported, are also preparing stories. If the
project succeeds, as there is every indication that it will, it should encourage
other similar ventures by those who believe that homes for the aged can be pro-
vided on a paying basis.

CLEVELAND COMBINES HOUSING WITH AN OLD-AGE CENTER

May 1954

(By Leona Bevis, executive secretary, committee on older persons, Cleveland
Welfare Federation)

In Cleveland, Ohio, a public housing authority and a voluntary financed old-
age center are joining hands to serve the community's old folks. Brick masonry
is going up for a 156-suite apartment building, an extension of Cedar Apartments
which happens to have been the first public housing in the United States. This
new apartment building will contain 100 suites especially designed for older
people. The first floor will be set aside for an old-age center to be operated by a
citizen board of trustees, financed by voluntary contributions.

The 156-unit elevator apartment building is only one part of 408 dwelling
units to be erected as part of the present Cedar Apartments Most of the 408
dwelling units are to be 2-story row houses for families with small children. The
housing authority recognizes, however, that the community has new problems
due to greater numbers of older people Also, it finds that an increasing num-
ber of older applicants for housing are forced to live on very low-fixed incomes.
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NO ISOLATION FOR OLDER RESIDENTS

In planning housing with special features for the aged, so that stair climbing
can be eliminated and people with similar interests and modes of living can be
together, the authority also recognizes that older people should not be isolated.
They should live near younger people and children because this kind of living,
as close as possible to a normal family setting, is mutually helpful to those of
all ages.

In line with this thinking, out of the 156 dwelling units to be provided one-
third are to be 2-bedroom units which will be occupied by 3 or 4 persons. Thus,
with 4 units out of 12 on each floor occupied bv families, there will be a reasonable
mixture of young and old people. By administrative control, the two-bedroom
occupancy in this building is to be limited to couples having an aged parent
living with them or couples with \ y young babies

A typical floor design of the elevator apartment building is a unique combi-
nation of the standard central corridor plan and the so-called gallery plan pro-
ducing an S-shaped floor plan. Gallery bays placed off center in the westerly
and easterly sides of the building give outdoor corridor access to one-bedroom
units. This arrangement also permits cross ventilation. The galleries will be
cantilevered out so as to provide maximum sitting and exercise space with the
sun in the east in the morning and in the west in the afternoon.

The 1-bedroom units are so designed as to permit easy conversion of the
1-bedroom unit into a twin living-bedroom combination merely by installing a
closet in the living room to convert it into a living-bedroom.

This makes it possible to deal with the problem created by the death of 1 of
the members of a 2-person aged family. Heretofore, when such a death left a
widow or widower, the housing authority was forced to evict the remaining
spouse, often creating real hardships. It now proposes to pair up 2 such residual
1-person families, 2 women or 2 men, and have them share a 1-bedroom unit that
has been converted into a twin living-bedroom combination. This gives each
person the privacy of his or her own living-bedroom, but the two would share
the remaining space-kitchen-dining room, bath room, and storage closet. All
one-bedroom units will have special features such as nonslip floors in bath-
rooms, handrails in bathtubs, and grab bars adjacent to fixtures, etc.

THE OLD-AGE CENTER

The old-age center will be open to persons living in the building, in the neigh-
borhood, and from anywhere in the city. This is possible since it is located in
the near downtown section and on convenient transportation.

The center program will be directed by a qualified group worker. The activ-
ities program will include social activities, crafts, lounge, and meeting facilities,
as well as a cafeteria. Food service may be given high priority since it is ex-
pected that many of the people using the center will live alone. The present
plans include the serving of a noon meal only This meal will be made avail-
able at cost and include one-half the nutritional needs of an individual for 1 day.
The center program will provide counseling and referral services to agencies
serving older persons as well as the opportunity to participate in social activ-
ities and to pursue hobbies.

Mr. BARRETT. The committee will now hear Mr. Walter Gay, of the
NAACP.

STATEMENT OF WALTER GAY, CHAIRMAN, HOUSING COMMITTEE,
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED
PEOPLE

Mr. GAY. My name, as indicated by the chairman, is Walter Gay.
I represent the National Association for the Advancement of Colored
People. It occurs to me that the mere name of the organization which
I represent will be sufficient introduction as to its activities to the
committee. I think I can state, as you possibly know already, it is
one of the largest grassroots organizations in the country, having a
paid membership of over a half million, and whose local member-
ship in Philadelphia has been sometimes reckoned in five figures.
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It strikes us that this committee could not present a comprehensive
and all-embracing report on housing in the country to the Congress
itself in the absence of receiving the views of the representatives of
that group, which probably is most in need of the beneficient objectives
which housing legislation apparently had in view.

Now, fundamentally, the National Association for the Advance-
ment of Colored People complains to you and to the Congress on
the score that housing legislation, as administered, results in dis-
crimination and segregation, as far as Negroes are concerned. It
strikes us that the allegation of segregation and discrimination in
housing as administered is so apparent as to not require argument,
and I think that those of us of intellectual sincerity are probably
convinced that it is violative of the equalitarian provisions of the
Federal Constitution. If you check the manuals which have been
issued by the Federal Housing Administration over the last 15 years,
you will see that that policy, though not spelled out, is implied.

The recent discharge of Frank Horne-I believe that is his name--
who headed up the Racial Relation Service of the Housing Admin-
istration, and the concurrent and subsequent emasculation of the
program of that committee; that is, of the Race Relations Commit-
tee, I think is indicative of the Bourbon fixation, shall we say, which
affects those which administer this policy, this Federal housing leg-
islation, and possibly the best proof of it, of course, is the fact that,
as administered, it has resulted in the establishment of several hundred
or more ghettos throughout the country, and the attending result
not only of establishing ghettos, of which we disapprove, of course,
but the attending result of denying Negroes participation in the
other sections of housing legislation.

Witness Levittown, for example. The NAACP feels that ad-
ministration of this legislation has been more or less with the pur-
pose of maintaining existing patterns of discrimination, ghettos,
and further extending them.

Now then the protagonists of this view concede-that is, of this
philosophy-concede that it results in inequities and feel rather ap-
prehensive as to testing its legality in the Supreme Court. However,
they argue and they swear by what they allege to be the obvious
necessity of this pattern of procedure, and it is that, gentlemen of the
Congress, that allegation of the necessity of expediency of this posi-
tion that I want to discuss with you primarily today, because that
is the bulwark, as we take, of the arguments to support discrimina-
tion, to support the ghetto approach, and in discussing that, I make
bold to take our own Philadelphia as an example.

Philadelphia is in nowise, as I can see, tremendously different from
the rest of the American Commonwealth. We have here the same
interplay of faiths, of ethnic backgrounds, of cultures and religions
that you have throughout the country generally. If there is any
difference, I think it would be a difference in the quantum of energy,
enterprise, and vision which has been displayed by its citizens in the
protection of the ideal of human dignity and human personality.

Now in Philadelphia it is not the custom, nor is it the policy of
this community, to demand any proof higher or other than that of
need as a qualification for participation in public housing. Similarly,
in housing which is built under the provisions of the redevelopment
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authority it is illegal to deny participation in that program on the
grounds of race. I don't want to burden the committee with statistics,
but they are interesting, statistics which indicate that the housing
projects operated by public housing authorities here and redevelop-
ment authorities, that tens of thousands of American citizens who
work together by and large and who live together under the provisions
of this legislation, and similarly in other features of housing legis-
lation let's think where you don't have public administration but where
you have private sponsorship, but the Government by and large insures
the mortgage, that is its play in the situation.

Significant progress has been made here along that line, and we feel,
and I see no rhyme or reason why the Philadelphia story cannot be
the story of this country at large.

Now then, I know that there are those who hold that advances in
human relations can only occur after and through a long period of
education. I submit that this committee, gentlemen, that the history
of our times argues against gradual gradualism, and the theory of
the time lock on progress, I submit to you, the speciousness of it is
shown recently in the story of our sister State of New Jersey, and the
beneficent results which follow very recently, on the one hand, from
adoption of its constitution, and also-and I point out this because
I feel it is significant, gentlemen, that there is no single element or
act of education which is more far-reaching and which is more effec-
tive than the solemn pronouncement of Government itself as to a
standard of public morality, and that is what we are asking the
Congress to do.

Now, then, we submit that the segregationists are completely
oblivious to the destiny of the Republic itself. They simply do not
realize the entwining of the longings and the aspirations of the human
spirit and the destiny of the Republic. I am about to conclude, but
I would say this, and I think it is obvious: that not matter what
section of our population you took, be it Jew, Catholic, Negro, or
others, and sat them aside, they would become suspect. It would
matter not whether they had the finest house in the community. If
you set them aside they become suspect, and we submit to you that any
connivance by Government through regulation or otherwise which
impedes and inhibits Americans from entering the main stream of
public life is attended by tensions and complications far in excess of
any illusionary advantages which prompt such actions.

Now, gentlemen, in the long look, the just action is the expedient
action. I submit to you that there is no more resting than simple state-
ment in human thought than that which says "A man is a man." and
also submit to you, if you look around the world in objective fashion,
you will agree that most, certainly many of the evils which beset the
world today resulted from the simple denial of that premise, or the
arrogant intention to completely overlook it. The world presently
struggles for the achievement of that concept and that idea. I am
just about to finish, Congressman. America has the opportunity to
play a great role there because throughout the world forces are or-
ganized against ignorance, bigotry, suspicion.

As I say, this country has a great opportunity to play a leading role
in that struggle. Gentlemen, the Republic dares not accept a role
other than that of leadership.

Mr. BARRETT. Thank you, Mr. Gay, for your very fine statement.
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The committee will now hear Mr. Lewis Carter, of the Armstrong
Association.

Mr. Carter, will you identify yourself for the record?
Mr. CARTER. I am Lewis Carter, executive director of the Arm-

strong Association.
Mr. BARRETT. Mr. Carter, we are going to be as generous with time

as we possibly can. We are going to try to give you 10 minutes.
Mr. CARTER. Thank you.

STATEMENT OF LEWIS CARTER, ON BEHALF OF THE
ARMSTRONG ASSOCIATION

1Mr. CARTER. Mr. Chairman and gentlemen of the committee, ample
statement of facts has already been given by the officials of our city
government and our citizens to place you well aware of the fact that
housing in all of its aspects is a matter of deep concern for the city of
Philadelphia. It has been established, we are certain, that not only
have our city officials and citizens groups carefully assessed the prob-
lems, but they are moving vigorously to create machinery and plans
to relieve them.

It has been stated, we are sure, that Philadelphia feels that the prob-
lem of housing transcends all boundaries of political subdivision and
social classification in its overall importance to the commonweal of our
metropolitan Philadelphia area. It has been made clear, I am sure,
that private housing must be materially increased throughout the en-
tire Metropolitan Philadelphia area to meet the very imminent possi-
bility of shortage in the private housing market from a supply stand-
point of view.

It has also been made clear that the most acute housing needs and
those which to date are so largely unmet are those of the lower-income
groups.

It has been clearly mentioned that not only must housing, building,
both public and private, continue at an accelerated pace, but the tools
of urban renewal and plans for urban redevelopment must stay prom-
inently in the picture if a proper supply of standard housing is to be
available to Philadelphia families and if Philadelphia is to be relieved
of the rating of having the worse slums in the country. Public officials
and others with grasp of the details of the public housing problem for
Philadelphia have already stated that the housing needs of Philadel-
phia minority groups, and particularly the Negro minority, must be
given specific attention and high priority. The burden of our state-
ment shall be to clearly show why this attention must be given and why
this top priority. Assuming that the understanding of Philadelphia
housing situation in general has already been clearly set before you, we
of the Armstrong Association shall attempt to set forth facts and other
evidence as would further inform you of the high incidence of the
negative factors in housing fall upon the Negro community as this
group attempts to meet its housing needs.

These negative factors seem likely to plague us for years to come
unless a forthright approach is made to them. We point up further
that the privation in housing does not stop with the lack of housing
alone, as important as that is, but that it is a major contributing factor
to social misbehavior and inability to fulfill citizens' responsibilities
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in general, so often mentioned in connection with the Negro com-
munity.

If housing is in short supply or threatens to be, if equality of housing
threatens to throw our city into a lower classification as to health and
general well-being, we state emphatically that these factors have
higher incidence for the Negro families in Philadelphia.

No private housing is available to the Negro buyer or renter. At
least three well-documented studies of recent date point out that
whereas between 140,000 and 150,000 new private housing units have
been built and offered to the Philadelphia market, since the end of
World War II, less than a thousand of these units, or a fractional part
of 1 percent have been available to the Negro purchaser or renter.
This is in spite of the fact that he represents between 18 and 20 percent
of the total population of our city.

This disadvantage is heightened when it is realized that for the past
two decades the Negro population of our city has been on the increase
at a rate far greater than that of the white population, for between
1940 and 1950, the Negro population in Philadelphia increased 50
percent, while the white population increased 8 percent.

What housing is available to the Negro householder falls generally
in the bracket of lowest quality. The 1950 census report shows that
eight times as many Negro families live in substandard housing as
white families. These same reports also show that overcrowding is
three times as frequent with respect to the Negro household as the white
households.

Further reference to these reports reveals that in spite of the low
quality of housing rentals unit by unit are paid for at a higher price
by Negro householders. It also conclusively can be proven that stand-
ard houses for purchase carry a higher price-tag for the Negro group.
This would fall as a natural consequence if housing is in short supply,
and is accentuated by the fact that Negroes are restricted from living
in many, many neighborhoods. When the factor of restricted income
based on limited employment opportunities is added to the picture, a
dismal outlook, indeed, faces the Philadelphia Negro family.

It is our understanding that your honorable body is especially inter-
ested in matters related to redevelopment and urban renewal. The
1950 census reports and careful studies done recently bring into clear
and shocking focus that between 48 and 50 percent of the Negro fam-
ilies in Philadelphia are housed m areas certified for redevelopment.
Only 12 percent of the white families are so housed. These statistics
foreshadow the situation faced by the Negro citizens and the govern-
ment agencies who are facing the problem of handling this group as.
redevelopment proceeds.

The reports of the Philadelphia Housing Authority show that the
householder of this 50 percent of the Negro population in redevelop-
ment areas faces absolutely no supply of private rental accommoda-
tions if the family unit consists of 5 or more persons and more than
2 bedrooms are needed. He can approach no market at his median
income, and, indeed, his median income is low for the 1950 census data
on the areas affected, and the Negro families who reside in these areas
is shown to be somewhere between $2,000 and $3,000 a year. In such
a circumstance he is poorly equipped, indeed, to avail himself of even
the best facilities for relocation; so where to turn but to other blighted
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areas, what else but the entirely unsatisfactory lend-or-lease purchase
contract for purchase?

Our city's plans and anticipations for improvements in public
housing, in which you at the level of Federal Government play so
important a part, are the only hope for decent housing for the citi-
zens who live in these areas. The home-building industry and all
of its allied and supporting institutions must be aware of the needs
of the Negro buyer and renter fortunate enough to live outside of
these areas.

It is our understanding, further, that your committee is quite
anxious for facts regarding the housing problems of the age group
65 years and over. The 1950 census reports show that in our redevel-
opment areas, and again, where the lowest income will be found, there
are disproportionately larger numbers of public persons who have
attained this golden-age level. Fifty-six and one-tenth percent of the
Negro persons over 65 years of age live in areas designated for redevel-
opment. Only 5.1 percent of the white persons in our city live in these
redevelopment areas. Planning for housing for the aged in our city
ought well consider the statistics which I have just mentioned.

Gentlemen of the committee, we have attempted to support the
weighty evidence of the Philadelphia citizens and official family in
pressing problems in the field of housing. We join others in urging
you of the Federal Government that you share this concern with Phila-
delphia. Especially do we urge that whatever is needed in planning
to meet the housing needs of the colored Philadelphian, that it be con-
sidered by you as highly essential and of extreme importance.

Thank you.
Mr. BARRETT. Mr. Carter, that is an excellent statement and goes

right down to the base of our problem. I am sure our committee will
agree that you offer a very helpful statement.

You are submitting that for the record ?
Mr. CARTER. I would like to submit it for the record, if I may.
Mr. BARRETT. Thank you very much.
The committee will now hear Mr. Jacob Hulitt, National Housing

Commission of the American Legion.

STATEMENT OF JACOB HULITT, ON BEHALF OF THE NATIONAL
HOUSING COMMISSION OF THE AMERICAN LEGION

Mr. HuaLrr. Mr. Chairman, gentlemen of the committee, I have
appeared before committees similar to your own on a number of occa-
sions and I am glad to be here, especially to look at the pleasant face
of Congressman Barrett.

Mr. BARRETT. May I interpose this at the present time-
Mr. HuLrrT. I will only take a couple of minutes.
Mr. BARRETT. As long as you are going to take a couple of minutes.

We want to be as generous with you as we possibly can, and I am sure
you understand our problem.

Mr. HULITT. I do.
Mr. BARRETT. We are going to try to give you as much time as wecan to fully make your statement.
Mr. H ITTr. Thank you very much. I don't think I need to elabo-

rate much. I think the statement for Philadelphia, gentlemen of the
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committee, has been well stated by our mayor and others who are in-
terested in our housing and slum clearance problem. What I might
add would be merely cumulative, and so I shall not take up the time
of the committee. I do want to make this statement as a result of my
abundance of investigation, as chairman of the committee of hous-
ing, Philadelphia County Council of the American Legion, which con-
sists of 102 posts and also as a former member of the Federal Housing
Enforcement Board in Philadelphia.

I think what we need today in Philadelphia more than anything
else, and I am saying it because I don't think this phase of it has
been covered, and it is to make aware to the home builders that they too
are part of our citizenry, and to me it occurs that there is a great deal
of moral and intellectual blindness on their part, considering that
the Government has been so generous to them. All of the bounties of
the Government have been extended to these people. We have had
windfalls and everything else, and today they do build a great many
of these frills, they build these dream houses, but no houses for the
person of modest means. It would seem to me, and if I were to make
any point at all before this committee, I should like to urge you gen-
tlemen, if at all possible, if you would not include in future legislation
some measure which would prohibit the loaning of Government money
to these people who would not at least make some proportionate share
of the houses they build for people of modest means. They are not
doing it today.

The outer edges of our city are all built up with dream houses,
$21,000 and $23,000, and the profits are enormous; unconscionably so.
So I would urge you gentlemen to include in your future legislation
that no Government loans should be extended to those who are so
morally and intellectually blinded to our city's problems and with
that I have no further statement to make.

Mr. Chairman and gentlemen of the committee, I have omitted to
ask to include a statement as part of my remarks which I recently
wrote in a local newspaper. May I ask that it be included in my
statement ?

Mr. BARRETT. Yes, it will be included.
(The following data was submitted by Mr. Hulitt:)

FRANKLY SPEAKING

[From the Observer, September 26, 1955]

FRANKLY SPEAKING

<Bv Jacob Huhtt, national housing commission, American Legion; pinch-hitting
for Nat Frank)

OUR HOUSING PROBLEM

The end of World War II found the United States confronted with the greatest
housing shortage of its history-a shortage that will not be overcome for many
years. Thousands of families having lived through war in cramped and steadily
deteriorating houses, deserve, and should have, living quarters at a price the
average American family can afford Veterans particularly, returning to their
country from the far-flung battlefields, are imbued with the stern conviction
that a nation capable of evoking undreamed-of energies for destruction can, and
should, provide houses worthy of American genius for its defenders and at a
price they can afford, and not be victimized by selfish and grasping profiteers
who stayed home while they suffered and bled on foreign soil. Like Old Man
River, private enterprise just keeps rolling along in the same old way at the
same old, if not even greater, profits. Under the circumstances, the Federal
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Government must not only continue its present housing program but must acceler-
ate it

On January 8, 1949, I told the then Joint Congressional Housing Committee,
among other things, "that by all means let us adhere to the private-enterprise
system if it works. But let us build houses in any event and by whatever system
of economics that will best serve the welfare of the greatest number of our citi-
zens who are in need of decent housing." At a time when veterans were setting
up housekeeping in abandoned chicken coops, real-estate lobbyists were telling
the Congress and the American people that there was no housing shortage at
all, but only an "overconsumption of space" and the same reckless gentlemen
had the audacity to link the late Senator Taft with Communists-because the
Senator sponsored a public-housing bill. And here is an immortal gem emanating
from the same source. Read it and decide for yourself whether this is 20th
century American thinking. "I do not believe in democracy," one of these
lobbyists wrote to his employer, "I think it stinks. I believe in a Republic
operated by elected representatives who are permitted to do the job as the board
of directors should. I don't think anybody but direct taxpayers should be
allowed to vote. I don't believe women should be allowed to vote at all.
Ever since they started, our public affairs have been in a worse mess than ever."
And this and some more of the same from a $25,000-a-year spokesman for the
National Association of Real Estate Boards. It is difficult to believe that so
primitive a mind is able to influence housing legislation in our National Capital.
But it does, and to the detriment of the national welfare.

The postwar period witnessed many nondescript individuals enter the home-
building business made possible by the bounty of the Federal Government
This generosity was intended to encourage building of houses, and not as manna
for speculators and profiteers It is unfortunate for the country that the ac-
quisition of wealth appears to be the only goal so many people strive for without
self-restraint or moral idealism People kill themselves in the greedy pursuit of
wealth; not that they don't have enough but because others have more. So we
find today neurotics worshiping and dancing around the golden calf. Why? I
suppose because money is the most obvious stamp of success. In this connection
it should also be said that the conscience of millions of our citizens are shocked
as they view much of what transpires today. One is reminded of the old English
quatrain and its bearing on much of the business practices today. It reads:

"The law locks up both man and woman
Who steal the goose off the common
But lets the greater felon loose
Who steals the common from the goose."

The greedy and grasping home builders stand self-condemned. They show no
interest in the welfare of our country that has been so generous to them, nor do
they show any interest in the veteran who deserves a decent house he can
afford. Speculators and profiteers dominate this field. Neither the veteran
nor the average citizen have had basic training for this unequal contest

We have in our community men and women of preeminent ability, chailcter,
wealth, and social prestige who are in a position to usher in a new social ideal
responsive to the community's need. Such citizens, from their vantage grounds,
are the proper persons to call attention to the callousness, weariness, and frustra-
tion of this material age, and impress upon those absorbed in the pursuit of
wealth for wealth's sake the advantage which ethical ideals may bring to all of
us Why not build homes now for those who need them at a price they canafford to pay.

The outer edges of our city is almost completely built up with "dream houses"alluring to the feminine eyes. Many people can ill afford to buy them but theydo buy, inflationary prices notwithstanding. I hope I am wrong, but I greatlyfear that a bust is likely to follow this boom. and when the bust does come, good
old Uncle Sam will, I suppose, have to man the pumps One way to avoid this
calamity is to build homes for people of modest means, who would not be re-
quired to mortgage their lives to own a home. Unless this is done, the blame for
any future disaster will rest on the home builders more than on any other seg-
ment of our citizens

The home builders must abandon their old plans, their old and selfish spiritand their new and exorbitant profits. This is not only good morals and goodeconomy but also good for our country.
Our country can always get enough men to die for it. What we need at this

moment, in many spheres of life, is men to live for it-men willing to do some-



INVESTIGATION OF HOUSING, 1955 525

thing constructive, altruistic and practical; men with a high sense of duty, fitted
to lead and to teach by precept and by example a nobler standard than now pre-
vails in the market place.

Here is a challenge-who in our community will accept it and lead the way?
(Jacob Hulitt is a former member of the National Housing Commission of the

American Legion; former vice chairman, Department of Pennsylvania American
Legion Housing Commission and now chairman of the Committee on Housing,
Philadelphia County Council, American Legion.)

I think you made a very fine statement and we appreciate your
coming here and giving it to us.

We will now hear the Citizens Council on City Planning.
Mr. Levine, will you properly identify yourself for the record.
Mr. LEVINE. My name is Aaron Levine. I am the executive director

of the Citizens Council on City Planning. That is a nonpartisan
private citizens agency devoted solely to better city planning for Phil-
adelphia. On behalf of the board of directors-

Mr. BARRETT. Mr. Levine, I just want to again caution you on
time.

Mr. LEVINE. Yes.
Mr. BARRETT. We will give you as much time as we can, and I am

sure you can appreciate our desire to hear everybody.
Mr. LEVINE. I hope to be through in about 7 minutes.

:STATEMENT OF AARON LEVINE, ON BEHALF OF THE CITIZENS
COUNCIL ON CITY PLANNING

Mr. LEVINE. The Citizens Council was formed 12 years ago on the
sound conviction that citizens' participation in planning was essen-
tial. The small group which actually formed the Citizens Council
was made up of the same people who stimulated the city government
of Philadelphia to establish a city planning commission in 1942. And
since their inception, these 2 agencies, the public 1, the Philadel-
phia City Planning Commission and the private agency, the Citizens
Council, have worked very closely on the premise that the independent
citizens' viewpoint is important in the planning of our city.

There has been a constant attempt to try to capture the ideas of
the citizen, his hopes, his ideas, and desires, in the technical plans
prepared by the planning commission itself.

In 1945, after the passage of the Pennsylvania Urban Redevelop-
ment Act, techniques were developed by our city planning commission,
the redevelopment authority, and the private agencies to work toward
urban redevelopment. This was 4 years before the passage of the
National Housing Act. Local citizen groups and citywide private
agencies actually produced four major redevelopment plans in which
the neighborhood people were an important part of the process.

This, we believe, is the proper approach to planning in a democratic
society. The Citizens Council has found in its work with community
groups that there is tremendous interest and willingness on the part
of the citizen to spend time in studying the problems of his community
and in examining the possible solutions. That is one reason we were
so pleased to find that the workable program of the 1954 Housing Act
gave official recognition to this important potential in the community,
but it is this very asset of our community that the Citizens Council
wishes me to bring to your attention today. We believe that this
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factor in urban redevelopment and renewal could receive greater con-

sideration.
In those redevelopment areas where the citizen's interest was ob-

tained through a local representative committee working on a neigh-
borhood plan with the technicians of the city planning commission,
or any other agency, public interest was developed to the extent that
persons living in the area firmly believed that physical and social
improvements were going to occur in their neighborhood. Conse-
quently we often discovered a new moral and sometimes a New Look.
But then when the funds become inadequate, the processing delayed
or a change made in the programing, a reaction would set in that
was not healthy. The citizen attitude would drop and there would
be an apparent speedup in the deterioration of the neighborhood.

We fully recognized the many safeguards that the public agencies
must exert on each aspect of the redevelopment process, due to the
great amount of public funds involved and the powers that are im-
plied, and we know that the official agencies are required to review
each aspect of the project which make up a redevelopment program
for any given neighborhood.

Parenthetically, may I add just a personal note at this point. In
a former capacity as senior redevelopment planner with the Phila-
delphia City Planning Commission for 5 years, before 1952, I learned
at firsthand the complexities and difficulties of the program. Then
in 1952, as a Federal employee in the position of area planner for
Western United States, Office of the Administrator of the Housing and
Home Finance Agency, I learned the complexity of the program from
still another angle, so that I can realize the difficulties of the program
itself, and finally returning to Philadelphia, and my present capacity
as director of the Citizens Planning Agency, I found myself looking
at the problem through the other end of the telescope.

I tell you this to demonstrate that we know very well how difficult
the program is and we know that the local agencies, the regional
agencies, and the Washington staff must review in time-consuming
periods every aspect of the program. We do believe, however, that
the decentralization that has occurred can expedite the process. We
suggest, however, that in those areas where redevelopment is lagging
due to the necessarily complex official procedures, but where the citi-
zens have been alerted and are carrying out their part of the program,
there be special procedures established to give a higher priority to
those projects than to those in sections where the citizen interest has
not been generated. However, the basic problem, we feel, is the total
inadequacy of the present funds to produce really significant results
which would have a positive impact on the community. In each of
the areas in which citizen groups have cooperated in the preparation
of their neighborhood plans, only a fraction of the total areas can
expect redevelopment under the current funds.

It is this lack of discussion due primarily to the physical limita-
tions that we believe eventually causes neighborhood discouragement
and disillusionment which is often followed by neighborhood dete-
rioration. These are the problems which we don't believe have devel-
oped from the 1954 act alone. They have been major problems for
the community group since 1949, but we believe that unless stronger
measures are exerted to overcome these limitations of redevelopment,
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the enthusiastic and the sympathetic citizen participation which all
of us desire may never be fully realized.

Thank you, gentlemen.
Mr. BARRETT. Thank you, Mr. Levine.
The committee is going to take at least a 5-minute break, it won't

be any longer, to give the reporter a chance to stretch his fingers.
(Recess taken.)
Mr. BAREyr. The committee will come to order.

STATEMENT OF HON. GEORGE M. RHODES, MEMBER OF CONGRESS
FROM THE 14TH DISTRICT OF PENNSYLVANIA

Mr. RonDEs. Mr. Chairman and members of the subcommittee, I
appreciate the opportunity of presenting this statement in connection
with the hearings you are holding in various cities around the country
on the housing problems of our urban dwellers.

The subject of housing has always been of great importance to me.
Before being elected to Congress I served as a board member of the
Reading Housing Authority and saw first hand, through my experi-
ence in the housing field, many of the complex problems which are
involved in this vast undertaking.

At this time I wish to comment briefly on which I consider to be a
most important aspect of the housing problem in most communities.
I refer to the need for adequate public housing for our aged citizens,
which was unfortunately eliminated from the housing bill passed by
Congress during the last session.

According to the latest figures which are available, there are now
almost 14 million persons in this country aged 65 years or over. Our
aged population is growing at an increasingly rapid rate. In 1953
the average per capita income of all persons aged 65 or over was only
$1,227. Many of these aged persons, living on pensions or other types
of fixed income, were caught in the post-World War II inflationary
spiral of rents and skyrocketing real-estate prices. While social-
security benefits, civil-service retirement annuities, and other types of
pensions have been increased since the war, these increases have been
woefully inadequate even to meet the rising costs of living.

Tremendous progress has been made by medical science to prolong
life expectancy. But, like many other advances, it has created new
problems which must be solved. There is a rapidly growing demand
for a housing program which will meet the physical and economic
needs of these senior citizens.

All of us realize the difficult situations which often result when old
folks are forced by economic necessity to live with their children or
other relatives, sometimes in already overcrowded quarters. A public
housing program to provide decent housing facilities for the aged is
a positive step toward the solution of this vexing social and economic
problem associated with increased longevity.

While housing for the aged is a relatively new concept, a great deal
of study and some important practical experience have already been
obtained. Aged housing projects are already in operation in some
cities. Others are exploring the possibilities of such projects in their
own communities. Endorsement and authorization of such aged
housing by Congress would provide the necessary encouragement for
still other communities to undertake this much-needed type of housing
program.
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At this point in my statement I would like to outline briefly some of
the requirements which I believe should be included in an aged hous-
ing program:

(1) Aged housing should be available to single persons as well as to
elderly couples.

(2) Housing projects for the aged should be small and be an integral
part of a neighborhood containing younger families as well.

(3) The aged housing projects should be convenient to public trans-
portation and readily accessible to neighborhood stores, churches, and
recreational facilities.

(4) Local public housing agencies should be authorized to recon-
struct or remodel existing low-rent housing units to provide more suit-
able accommodations for elderly persons.

(5) New public housing units for the aged should be designed for
their needs and include such features as nonskid floors, special hand-
rails, no-stoop cupboards, and recreational or hobby facilities in each
apartment building.

It is my hope that the obvious need for low-rent housing for the
aged will again be considered by your committee in the second session
and that Congress will act favorably on a measure to provide an ade-
quate number of public housing units for our growing numbers of de-
servin senior citizens.

Mr. ARRErr. Ladies and gentlemen, we have a number of witnesses
yet to appear. If any one of the witnesses desires to submit his re-
marks for the record, we would be glad to have him do so. If we
possibly can, we will give him the time to testify.

The next witness is Milton Brown, of United Neighbors.
Mr. Brown, will you properly identify yourself for the record ?

STATEMENT OF MILTON A. BROWN, ASSISTANT DIRECTOR, UNITED
NEIGHBORS ASSOCIATION

Mr. BRowN. United Neighbors is a settlement agency located in
southeast central Philadelphia. Our objectives are achieved through
a program of self-help and our credo, "Better living through group
thinking, planning, and action."

In September 1954, just about 1 year ago, we were requested by
Mr. William Rafsky, housing coordinator of the city of Philadel-
phia, to participate in one of the four pilot projects to be conducted
by the city in urban renewal. The focus in our area was law enforce-
ment as a technique, but with the emphasis on cooperative compliance
on the part of the various forces in the community in accordance
with the new housing code.

The area known as Hawthorne has the dubious distinction of being
known as the third worst slum in the city of Philadelphia. This area
is basically a substandard, covering 21 city blocks. Approximately
5,851 persons live in the area; 75 percent are nonwhite.

In one census of this area, according to the 1950 census, the median
annual income per household was $695, while the average for the
city as a whole was $2,869. In December 1954, a corps of inspectors
were assigned to make a building-by-building inspection of the area.
The results are interesting and significant. The total number of dwell-
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ing structures in the area was 1,509, with the total number of dwelling
units being 2,653.

In compliance at that time were only 172-1,337 of these properties
were not in compliance and orders were issued by the department of
licenses and inspections for compliance. Taking into consideration
that figure of 1,337 buildings shortly after the first of the year that
were not in compliance, after orders were issued, at this particular
moment, only 75 of those buildings have been complied with after
notice; 178 of them are being complied with, however, on a schedule.
There have been 53 prosecutions in the courts of the city of Phila-
delphia, 17 of the structures are presently vacant, and there are 1,014
of them, for which absolutely nothing has been done in terms of bring-
ing them into minimum compliance.

There are, of course, several problems facing people in this Haw-
thorne pilot project area. The No. 1 problem has been brought, of
course, to the attention of this committee many times, and that is
financing.

In substandard areas such as Hawthorne, many property owners
find methods of financing absolutely impossible, and especially is this
true of the small property owner. The second tremendously big prob-
lem in this area is that of relocation. There are 313 removals required
for overcrowding, installation of facilities, or because properties are
unfit for human habitation.

This figure does not include persons who are being affected by con-
version of multiple-family dwellings to single family units. Actu-
ally 127 people have been referred to the relocation service for new
housing. There is a total of 12 percent at the moment necessary or
in need of removal for relocation. During the next year, because of
the erection of a public housing project in this area, 300 family groups
and 100 single persons additionally will need relocation. The big
problem for our agency is to see that these people are not moved
into equally as bad or worse living accommodations, thereby perpet-
uating slums.

One of our primary concerns is what happens to people and that
they be handled with compassion and understanding. There have
been some plus factors in this area; namely, a terrifically interesting
organization of the property owners whereby they are cooperatively
meeting with us continually to determine how they can improve the
area, the formation of a tenant committee which has accepted as part
of its problem the plight that tenants have and working with the
landlord to cement better tenant-landlord relationships. In an over-
all committee known as the Hawthorne Urban Renewal Committee,
which is comprised of individuals at all levels in the community,
began to work on this area of urban renewal and better houses for
the people in this very small but important pilot project area of the
southeast, central area.

Thank you.
Mr. BARRETT. Thank you very much.
Do you desire to submit that for the record ?
Mr. BROWN. I had to do this so far, sir. I don't have it typed.
Mr. BARRETT. Very well. If you care to, you can mail a copy.
Mr. BROWN. Thank you.
Mr. BARRETT. The committee will hear the Fellowship Commission,

Maurice Fagan.
Will you properly identify yourself ?
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.STATEMENT OF WILLIAM GRAY, REPRESENTING THE COMMITTEE
ON DEMOCRACY IN HOUSING OF THE PHILADELPHIA FELLOW-
SHIP COMMISSION; AMERICAN CIVIL LIBERTIES UNION, PHILA-
DELPHIA BRANCH; THE COMMUNITY RELATIONS PROGRAM OF

THE AMERICAN FRIENDS SERVICE COMMITTEE (QUAKERS);
AND THE JEWISH COMMUNITY RELATIONS COUNCIL

Mr. GRAY. My name is William Gray. I am chairman of the Com-
mittee on Democracy in Housing of the Philadelphia Fellowship
Commission.

This statement we are submitting is by the Committee on Democracy
in Housing of the Philadelphia Fellowship Commission, American
Civil Liberties Union, Philadelphia Branch, the community relations
program of the American Friends Service Committee (Quakers), and
the Jewish Community Relations Council.

The interest of the groups presenting this testimony is in intergroup
relations in housing; in the elimination of segregation and discrimina-
tion. Our concern grows out of two factors: (1) a deep belief in the
principles of equal opportunity and an individual growth, and (2)
practical experience of programs in housing and intergroup relations
in the Philadelphia area.

Out of this belief and this experience grows a conviction that
healthful, vital communities require free access of all qualified per-
sons to adequate housing.

We have seen growing in our communities a pattern of social seg-
regation in housing. Whites have access to new or used housing in or
outside the city. Almost all the housing under construction receiving
FHA and VA insurance and guaranties is confined to whites. Ne-
groes are virtually confined to used housing in certain limited areas
within the city. One consequence, of utmost seriousness to policy-
makers of our city is that programs of urban renewal are blocked by
the barriers of racial segregation.

One of the key aims of urban renewal activities is the elimination
of substandard housing areas. Evidence from research and practical
experience gained through slum clearance programs confirms the fact
that overcrowding is an outstanding source of housing difficulties. In

'our large cities overcrowding is almost invariably a factor in produc-
ing and worsening slum conditions. Almost all slum clearance and
urban renewal operations have as a corollary activity the reduction of
density in slum areas and the redistribution of families now crowded
into substandard housing locales. Because of the rigid barriers
against Negroes and other so-called minority groups in our housing
market the evacuation of these groups from slum conditions is ex-
tremely difficult. This fact is set in tragic relief when it is remem-
bered that these groups constitute a very high proportion of those
living in substandard housing.

As Commissioner Albert H. Cole of the Housing and Home Finance
Agency has stated:
I must tell you that no program of housing or urban improvement, however well
conceived, well financed or comprehensive can hope to make more than indifferent
progress until we open up adequate opportunities to minority families for decent
housing.



INVESTIGATION OF HOUSING, 1955 531

The exclusion of nonwhite families from suburban and outlying
residential areas has worked to maintain the unnatural concentration
of these citizens in the older sections of Philadelphia. A wall of
racial prejudice has prevented Negroes and others from taking part
in the normal migration to outskirts and suburbs that has been con-
tinuing as private industry builds more and more new homes.

In general, builders, realtors, mortgage and insurance companies
reinforce this wall of prejudice through unwritten but widespread
agreements. The combination of this professional collusion with out-
moded social opinions and public apathy has severely limited the
housing supply for thousands of American citizens. Less than 1
percent of the new housing built in the Philadelphia metropolitan
area between 1940 and 1950 was available for nonwhite occupancy.

In Philadelphia the nonwhite population between 1940 and 1950
increased from 252,757 to 378,968, a gain of 50 percent.

In 1950, two-thirds of all nonwhite families in the city of Phila-
delphia lived in only 41 of the city's 404 census tracts. Thus non-
white citizens financially able and anxious to obtain better housing
were barred from escaping an environment characterized for the most
part by housing dilapidation and decay. Although representing only
20 percent of the population of Philadelphia, nonwhites occupy 46
percent of the city's 70,000 substandard dwellng units.

High density public housing developments in nonwhite areas and
insufficient use of vacant land sites have already resulted in larger
and newer racial ghetto patterns. The persistence of racial restric-
tions in the private housing market can only result in forcing public
authorities to rebuild cleared areas at a high density, for the alterna-
tive of free movement for the nonwhite population is made almost
impossible. The difficulties that public authorities have had in re-
locating nonwhite families moved from slum clearance sites are
symbolic of the much greater problems that nonwhite families face
in attempting to move freely in pursuit of better houses. The con-
ditions that prevent nonwhites from obtaining adequate numbers of
new homes tend to solidify the artificial barriers that have been in-
herited from a period when democracy was less developed than it is
in our time.

The economic advances made by nonwhite families and the quick
response that these families have made to the meager home buying
'opportunities at present and at times artificially inflated price levels,
indicate that there is no lack of demand by nonwhites for homes.
These buyers do exist and their finances are adequate to meet their
housing needs.

Experience in public housing and in a few pioneering private
developments has demonstrated that open occupancy policies do pro-
duce desirable and sound community life. The pressure of pent-up
nonwhite demand for better living conditions, however, tends to make
natural housing integration difficult as long as the general market is
operated on a distorted discriminatory basis.

In view of the foregoing facts we recommend that FHA and
VA benefits should be given only to housing which is available for
the occupancy of all citizens without regard to race. President Eisen-
hower has affirmed that public funds and public institutions cannot
be used to maintain inequalities based merely on race. The practice
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of our Federal housing agencies underwriting discriminatory housing
patterns on a vast scale is a contradiction of this principle stated by
our President. Our democratic system cannot afford to have ghetto
residential patterns frozen into the urban landscape with the coopera-
tion of Federal agencies. Whatever may be the conditions in other
areas, in Philadelphia the fostering of residential segregation by race,
religion, or national origin runs counter to our traditions and contra-
dicts our civic ideals, our religious heritage and the history of liberty
that has ennobled our city. There could be no greater contribution
to democracy in our day than elimination of every vestige of dis-
crimination in housing facilities which receive direct or indirect
Government assistance of any kind.

The American Friends Service Committee has prepared a memorandum on
equal opportunity in housing analyzing the role and responsibility of the Federal
Government with respect to racial patterns in private housing receiving FHA
and VA insurance. This memorandum was distributed this year to leaders in
the administration, the housing industry, and human relations organizations.
The recommendations regarding national housing policy developed in the memo-
landum are essentially those which we are presenting here today. (A copy of
the memorandum is submitted to the subcommittee with this statement.)

The Committee on Democracy in Housing of the Philadelphia Fel-
lowship Commission includes representatives from practically every
group in Philadelphia concerned with housing either professionally or
as a citizen. It also includes a number of realtors who are thoroughly
familiar with problems of builders, mortgage and finance companies,
and so forth.

The committee is convinced that public housing is indispensable to
solving that portion of the problem which is created by the needs of
the lowest economic groups regardless of racial, religious, or national-
ity backgrounds. However, for the overwhelming majority of Phila-
delphians the solution of the quest for a decent home in a decent
environment must be sought through private housing. The fields of
public and private housing are obviously and permanently inter-
related and in a sense interdependent. The Committee on Democracy
in Housing, therefore, spent approximately 15 months drafting the
attached credo and code of fair housing practices which represents
the best judgment of a thoroughly representative group of persons
and agencies concerned with democratic housing practices and fa-
cilities. We believe this credo and code to be the first of its type in
America. We submit it because of our belief that housing problems
cannot be solved by Government alone or by the private housing
industry alone. The two must at least cooperate to secure complete
democratic practices at every stage of every housing transaction.
They must neither scapegoat each other nor shift responsibility to
each other. The task of providing equal opportunity for decent
housing for all Americans is the indivisible responsibility of allAmericans.

Thank you.
Mr. Ben wr. Thank you, Mr. Gray. We certainly appreciate yourfine statement.
Do you want this inserted in the record ?
Mr. GRAY. If you please, sir.
Mr. BARRETr. We are glad to do that, and we appreciate yourspeeding up your lengthy statement.
Mr. GRAY. Thank you, sir.
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(The credo and code above referred to follows:)

WE BELIEVE . . . that America's true riches are not in her material posses-
sions but in the merit and worth of her citizens. The seedbed of good citizenry
is in the family. Here ideals of life and conduct are fostered partly by the atti-
tude of parents but also by healthy physical and spiritual surroundings.
Cramped and crowded housing and the division of community populations into
separate segregated communities based on race, religion, or national origin make
healthy family life difficult. We Americans of all varieties need each other.
The normal tension of such association is the tension of growth, of stimulation,
of broadening interests. This credo has behind it these convictions. We put
them forth in the belief that they represent the best in American life.

CLARENCE E. PICKETT.

WE BELIEVE-A CREDO '

That every American should have the maximum possible opportunity to de-
velop himself and to advance the welfare of his family

That we should seek to safeguard the right of every American to rent or
purchase housing facilities n hich he can afford and adequately maintain in any
street or neighborhood that he believes will afford him the best opportunity to
raise his family safely and happily

That devices impeding or preventing persons because of their race, religion, or
national origin, from obtaining or occupying suitable housing facilities are bad
ethics, bad business, and bad for America.

That all persons should strive for the highest possible standards of mainte-
nance in their apartment, house, street, and neighborhood, and invite new neigh-
bors to join with them in maintaining a good neighborhood.

That all persons should insist upon the highest standards of inspection and
service from their local government.

That every family seeking to purchase, rent, or lease housing facilities should
give full consideration to the opportunities to secure housing in areas open
to all people without regard to race, religion, or national origin.

That fair and democratic housing practices, by developing self-respect, mu-
tual respect, better neighborhood relations, unity, and deeper faith in democracy,
can make Greater Philadelphia in truth, a community of homes-for everyone.

CODE OF FAIR HOUtSING PRACTICES

1. Persons seeking to rent or purchase homes or apartments shall be accepted
or rejected on the basis of individual qualifications only, without regard to their
race, religion, or national origin

2. Special charges may be made where special services are required and ren-
dered but no special charges, interest rates, downpayments, or conditions shall
be imposed upon any of the parties because of race, religion, or national origin.

3. It shall be considered unethical practice to:
(a) Accept or offer properties for sale or lease only to persons of particu-

lar racial, religious, and ethnic groups, and not to all persons.
(b) Agree to limit properties, streets, neighborhoods, or committees to

any particular racial, religious, or ethnic group or to attempt to prevent sale
to or occupancy of such properties by any person because of race, religion,
or national origin.

(c) Advertise properties by word of mouth or by any other media to create
the impression that occupancy is being limited to persons of any racial,
religious, or ethnic group.

(d) Encourage persons to rent or sell their properties because members
of particular racial, religious, or ethnic groups are buying or renting in
the street, neighborhood, or community.

(e) Stimulate panic sales through rumors, fears, bigotry, or other means
or to participate in or encourage spite sales.

4. We call upon all persons involved in any way professionally or as individual
homeowners in the sale, rental, purchase, financing, management, or handling
of homes or apartments or passing upon credit ratings, to help bring about fair
and democratic practices by complying with and urging compliance with the
above principles.
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ACTION SUGGESTIONS

1. Set examples of your support of democratic housing practices by-
(a) Welcoming new neighbors regardless of race, religion, or national

origin.
(b) Organizing or supporting neighborhood improvement associations

open to all racial, religious, or nationality groups which seek to maintain
good housing standards.

(c) Protesting discriminatory real-estate advertisements in the daily or
neighborhood press.

(d) Urging neighborhood real-estate boards to discontinue the use of
advertisements, printed matter, or oral statements designed to describe the
racial, religious, or nationality composition of a street or neighborhood or
in any way intended to show preference for members of any such groul

2 Encouraging full discussion and observance in your neighborhood of-
(a) The city of Philadelphia's Housing Code, which seeks to insure high

physical standards.
(b) The fellowship commission's credo and code of ethics, which seeks-

to assure democratic housing practices and the best possible human re-
lations.

3. Help place speakers, literature, articles, and films which spread the facts-
and build good human relations in your neighborhood and throughout the Phila-
delphia area

4. Call on your clergyman, organization, newspaper, neighbors, friends, and.
legislative representatives to help build a brotherly neighborhood and city-
Respond when they call on you,

This credo has been endorsed by the Philadelphia Fellowship Commission
and its member agencies:
American Civil Liberties Union of Greater Philadelphia
Council for Equal Job Opportunity
Fellowship House
International Institute of Philadelphia
National Association for the Advancement of Colored People-Philadelphia,

branch
National Conference of Christians and Jews-Philadelphia office
Philadelphia Council of Churches, race relations committee
Philadelphia Jewish Community Relations Council
Society of Friends, committee of race relations

We welcome your reactions, suggestions, or criticisms.
For additional copies write or call Philadelphia Fellowship Commission. Fel-

lowship Commission Building, 260 South 15th Street-KI 5-8430, Philadelphia
2, Pa.

EQUAL OPPORTUNITY In HousING

Prepared by Community Relations Program, American Friends Service Com-
mittee, 20 South 12th Street, Philadelphia 7, Pa, March 1955 (reissued May
1955)

1. INTRODUCTION

Not satisfied to have idealists isolated from the practical men in the market
place, we Americans have felt keenly the tension between the ideal and the real,
and have striven to learn how to apply our religious and political ideals in
everyday life.

In the material realm we have made tremendous strides. In the spiritual
realm the aspirations of the American people are for a similar effort and achieve-
ment. Nowhere is this desire stronger than in our aim to remove unfair
discrimination and achieve equal opportunity for all our people.

Our national conscience is troubled by our failure to achieve equal oppor-
tunity. We profess to believe that all men are created equal. Our practical
men of affairs, our social scientists, our religious leaders, our teachers, and our
parents are agreed that the ways can and must be found to put the ideal of
equal opportunity for all people into practice.

The outstanding characteristic of the movement for equal opportunity is a
sense of urgency-to get on with and complete this job We know we can do.
it if we tackle it thoughtfully and vigorously There is widespread feeling that
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we should clean up this business of discrimination and segregation, so that we
can concentrate our united energies and resources on greater and more difficult
problems confronting our Nation.

In seeking to achieve the goal of equal opportunity, leading industrialists,
churchmen, public officials, and educators are coming to accept the conclusions
of social scientists that equality of opportunity is incompatible with discrimi-
nation or segregation.

We are learning this in employment. Many businessmen and industrialists
have discovered practical advantages in policies of hiring the best man for the
job. Business firms throughout the country have found it wasteful and need-
lessly unfair to segregate employees by race Individual employees recognize
that they can have equal opportunity only if they are free to compete with all
other workers for all jobs on the basis of skills

Government, too, has taken a position on employment through the President's
Committee on Government Contracts, which has the responsibility of promoting
merit employment where Government contracts of $5,000 and over to private
business are involved.

The armed services have made strides which only a few years ago were con-
sidered impossible and segregation in schools on Army bases is being eliminated.

The Supreme Court in its magnificent decision in the school cases has made
this principle part of the law of the land, namely, that segregation and equal
opportunity are incompatible.

Today a major barrier blocks our efforts toward equality of opportunity-
private housing segregation. Despite our knowledge that segregation means
discrimination, segregation of minority people in housing persists. Indeed, it is
increasing.

Regardless of income, character, or education, it is almost impossible for a
Negro family to buy a privately built home in almost all areas of the United
States. Much the same situation confronts Mexican-Americans, Puerto Ricans,
Japanese-Americans, and Chinese-Americans and, to a lesser degree, persons of
Italian and Jewish descent. As HHFA Administrator Albert M Cole has said:

"This is not, let me stress, a low-income problem as such. Low-income simply
complicates the problem of many minority families, but all face it, even those with
relatively high incomes. A great many of these families are able and willing
to pay for good housing, if they can find it Their incomes have greatly im-
proved over the past decade, and they are ready to enter the market if the
market will receive them. Recent studies in a number of our large cities indicate
a very substantial waiting market for Negro housing from $20 to $90 in rents
and from $6,500 to $15,000 for sales housing, with a fair number of minority
families able to enter the luxury housing market."

The housing problem confronting minority people can be solved only through
the cooperative action of government, industry, private agencies, and individuals
to remove the barriers based on race, national origin, creed, and color. Public
housing is useful for some low-income families. But in the absence of oppor-
tunity for minorities to participate in a free economy, these problems will
actually reinforce residential segregation, with all of its attendant evils-
separation in schools, recreation, and welfare institutions, mutual distrust, and
misunderstanding.

Segregation of nonwhite minorities confronts our large cities as a block to
their efforts to plan and carry out urban renewal programs and to secure decent
housing for all residents. These cities are coming to recognize that discrimina-
tory practices in housing aggravate all other urban problems and that until
Negroes and other minorities are as free as other Americans to buy and rent
dwellings in the cities and suburbs, the promise of a better life for all our people
cannot be realized.

The world knows of the most sensational results of segregation. Artificial
barriers, which keep people apart and limit opportunities for understanding and
acceptance, lead to tensions and fears, and sometimes to the use of violence in
order to maintain restrictions The harmful effects of these occurrences on
individuals, on the Nation, and on international relations are immeasurable.
Examination of these instances shows that they result, not from integrated
situations but from rigid patterns of separation.

The President has clearly recognized the need for action with regard to the
housing problem faced by minority groups. In his housing message to Congress
on January 25. 1954, he said:

"It must be frankly and honestly acknowledged that many members of
minority groups, regardless of their income or their economic status, have had
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the least opportunity of all of our citizens to acquire good homes. Some progress,
although far too little, has been made by the Housing Agency in encouraging
the production and financing of adequate housing available to members of
minority groups. However, the administrative policies governing the operations
of the several housing agencies must be, and they will be, materially strength-
ened and augmented in order to assure equal opportunity for all of our citizens
to acquire, within their means, good and well-located homes."

Seven months later the President's response to direct question regarding his
racial housing policy as reported in the transcript of his press conference of
August 5, 1954, was: He had tried as hard as he knew how to have accepted
this idea, that where Federal funds and Federal authority were involved, that
there should be no discrimination based upon any reason that was not recognized
by our Constitution. He would continue to do that

The fact that segregation in housing is increasing is an anachronism in view
of our strides toward equal opportunities in jobs, education, the armed services,
recreation facilities, medical care, voting. Now is the time to deal vigorously
with housing segregation while Americans generally are ready and eager to
finish the job of eliminating discrimination.

II. PATTERNS OF SEGREGATION AND DISCRIMINATIO N IN HOUSING

This memorandum will discuss only the operations of FHA and VA as they
relate to private housing. There are minority problems in other Government
housing programs The memorandum will mention these other programs only
as they affect, or are affected by, FHA and VA housing.

Emphasis is on segregation and discrimination against nonwhites-Negroes,
American Indians. Mexican-Americans, Chinese-Americans, Japanese-Americans,
and Puerto Ricans. (Over 96 percent of the nonwhite group in the United States
is Negro; as used in this memorandum, the term "Negro" and the term "non-
white" are used interchangeably.) Other groups, such as Jews, Catholics,
Italian-Americans, Polish-Americans, find themselves excluded from some com-
munities and housing developments. However, discrimination against these
groups is decreasing, while it is increasing for nonwhites. Furthermore dis-
crimination against members of minority groups with white skins seldom results
in the degree-of exploitation faced by nonwhites. Finally, the gradual im-
provement of residential opportunities for religious and nationality groups is
most unlikely to occur for the identifiable racial minorities under present prac-
tices. For the nonwhite minorities. concrete action is necessary.
The No white Market

In the cliche of the business wold, "what counts is the color of a man's money."
Indeed anyone with cash or credit may buy a suit, an automobile, a pound of
meat But in housing what counts is the color of a man's face This alone, re-
gardless of his affluence, his character, or his prestige, determines where and how
a many may live.

In his housing message to Congress on January 25, 1954, the President said,
"We believe that needed progress can best be made by full and effective utiliza-
tion of our competitive economy with its vast resources for building and financ-
ing homes for our people." But is our economy a competitive one for Negroes?
According to Administrator Cole, in his Detroit speech, February 8, 1954:

"We are simply not living up to the standards of a free economy and a demo-
cratic society. For the housing economy has not been a free economy for the
Negro."

Changes in population and income patterns during the war and postwar years
have brought an enormous increase in the effective demand for housing among
Negroes. Negro workers often were able to get better jobs and to establish job
security as a result of high employment rates, coupled with local and State legis-
lation and Government contract provisions requiring equal job opportunities
In order to take advantage of these opportunities, they came to cities, particularly
in the North and West.

From 1940 to 1950 earnings of nonwhite workers tripled. Most important
is the development of the Negro middle class. In 1939 only 3.7 percent of
Negro families earned $3,000 to $5,000 a year and 0.1 percent earned over
$5,000; by 1950 17.8 percent were in the $3,000 to $5,000 range and an additional
5.4 percent received over $5,000

It is standard American practice to utilize the fruits of expanded earning
power and job security by becoming a homeowner. Negroes have followed this
practice. In urban areas Negro home ownership increased from 20 percent
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to 33 percent during the period 1940-50. Ownership remains higher among
whites, yet the rate of increase for nonwhites is twice the rate for whites, two-
thirds as compared to one-third.

More Negroes live in cities and in the northern and western regions than ever
before. The Negro population is now over 60 percent urban. Many cities have had
spectacular increases in their nonwhite population (San Francisco, 156 percent;
Detroit, 101 percent; Chicago, 80 percent). The 8 major industrial States
(California, Michigan, Illinois, New York, New Jersey, Ohio, Pennsylvania, and
Missouri) experienced a 1.5 million increase in nonwhite population. Popula-
tion experts predict that the nonwhite migration will continue during the next
decade.

Metropolitan Areas
Within metropolitan areas, however, Negroes are more and more segregated.

Custom and restrictions determine that Negroes may live only in certain areas
inside the city. Despite the fact that the Negro ghetto was already overcrowded
and outworn, and despite the proliferation of suburban housing in the postwar
period, most of the growing Negro population jammed into the "colored area."
Meanwhile, whites moved into the new suburbs.

Figures on what happened to the new Negro families, as opposed to the new
white families, are very revealing. Almost all the nonwhite increase in metro-
politan areas occurred in the center city; for whites, almost all the incerase
was in the suburbs. For the metropolitan areas of the 18 largest cities 83
percent of the nonwhite increase occurred in the city itself. Exactly the
reverse was true for whites; 83 percent of the increase was outside the city.

Meanwhile new housing mushroomed. Over half of the private one-family
houses built during the postwar period was in the standard metropolitan areas.
Within the metropolitan areas, 4 out of every 5 houses went up in the suburbs
rather than in the city.

New housing available to nonwhites
From 1935 to 1950, a total of 9 million new private dwelling units were con-

structed. Of these less than 1 percent were available to the nonwhite 10
percent of the population. For the postwar period of housing boom, there is
little by way of national figures which would show the nonwhite share. One
indication of the small size of that share is given by comparing figures on
dwelling units by race with those on population. From 1940 to 1950 the number
of dwelling units occupied by whites increased faster than did the white popula-
tion (23 percent against 14 percent) while for nonwhites the reverse was true
(10 percent against 15 percent).

Fortunately a scientifically sound study on the Negro population and its
housing was conducted in 1953 by the Philadelphia Housing Association for the
use of the Commission on Human Relations of Philadelphia. Because this is
the most complete study of its kind, and because racial patterns in Philadelphia
are no worse-and in some respects definitely better-than those of other cities,
the report of the Philadelphia study will be cited frequently in this memorandum.

In the Philadelphia metropolitan area, more than 140,000 units were built
from 1946 to 1953. Of these, 1,044 units, or 1 percent, were available to Negroes,
who comprise 13 percent of the population of the metropolitan area. Of these
1,044 units, 466 were outside Philadelphia. But most of these units were not
suburban. Rather they were in smaller cities of the metropolitan area.

In Philadelphia itself, exactly 45 units were available for purchase by Negroes.
Yet over 20,000 Negro families bought homes. Obviously all but 45 of these
families purchased secondhand homes.

From other cities comes the same story of virtually no new construction
available to people of darker skins. Of 8,338 units built in Toledo during the
past 12 years, only 40 new sales units and no new private rental units were
available to the nonwhite market. In the Detroit metropolitan area, the total
output was 140,000 units. Only 1 percent were available to Negroes, who con-
stitute 14 percent of the population. From city after city come similar reports
of little construction or even no construction available to nonwhites.

FHA housing
The nonwhite share of housing receiving FHA mortgage insurance is dis-

couragingly small. Of 2,761, 172 units which received FHA insurance during
the years 193550 an estimated 50,000 units were for Negro occupancy. This
amounts to 2 percent of the FHA total. Moreover, half of the 50,000 is accounted
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for by 25,000 units built with racially designated priorities during World War
II under the defense housing program which provided special advantages to
builders during a period of controls and shortages. Thus, during 1935-50, while
the FHA insured 30 percent of all new construction, the nonwhite 10 percent
received only 1 percent 6f the benefits of normal FHA operations. The South
has a greater than proportionate share of this small amount of housing. All of
the Southern units were in strictly segregated Negro projects.

FHA is trying to secure more housing available to nonwhites. Administrator
Mason, in a speech on May 21, 1954, to the annual conference of the National
Committee Against Discrimination in Housing, said, "There remains a very
real need for the FHA to serve the housing needs of minority families more
effectively and to enforce the regulations which will make it work on a broad
front." He went on to outline a piogiam "some or all' of which is to be in-
stituted by FHA The program included measures to secure staff understanding
of and compliance with FHA policy to make benefits available on an equal
basis The program also included encouragement to the development of non-
segregated projects.

There have been few signs in subsequent months of action to implement these
proposals. Aside from urging builders and mortgage bankers to supply the
Negro market, the Federal agencies have not themselves taken any new steps
to serve the needs of minority people No measures to encourage nonsegregated
projects have been forthcoming, nor has any new staff training been initiated.

Even if the proposals set forth in the spring of 1954 had been carried out,
they would not have directly affected the major area of FHA operation, the
insurance of housing which is exclusively for whites Housing which dis-
criminates against qualified purchasers solely on grounds of race continues to
receive FHA and VA benefits In Bucks County, Pa, is growing an all-white
city of 70,000 residents. The developers, Levitt & Sons, Inc, refuse pointblank
to sell to any Negro family This project not only is receiving FHA and VA
insurance and guaranties but would have been impossible without such benefits.
Throughout the country are housing developments, large and small, for sale
or rent, which receive the highly important assistance of FHA and VA programs
yet exclude anyone whose skin happens not to be white.

Open occupancy
The term "open occupancy" has been popularized in the housing field In

the great majority of cases, the term is a euphemism for "Negro housing."
The developer has planned the size of his project in terms of estimated Negro
demand The project is located in or near a Negro area or in an area which is
undesirable and which therefore would not be developed for whites. The sales
and promotion campaigns are directed at the Negro buyer.

In a few cases, open occupancy housing is planned for an interracial market
Often they become heavily or entirely Negro, simply because of the greater
immediate demand by Negro buyers or renters. Sometimes these projects achieve
a balance of racial groups, either through the nature of the market or through
the exercise of occupancy controls

In the single-home sales field, the only example of really interracial private
housing is Concord Park in suburban Philadelphia, Pa. The developers of this
139-unit project of $12,000 houses are determined to achieve at least 50 percent
white occupancy Construction began late in 1954 and occupancy is expected
to be completed in 1955 It should be mentioned that the sponsors of this
project had to go to unusual pains in securing financing as well as in their
promotion and sales campaigns A detailed study of this project was done for
the Fund for the Republic, Inc. and is summarized in an interim report dated
January 1955

Another example of interracial private housing is the Flamingo Apartments
in Philadelphia, constructed in 1952 under section 608 This 15-story, 300-unit
apartment house has a 50-50 balance between white and Negro residents. Many
of the other successful interracial projects are cooperatives, such as Queensview
in New York City, with about 30 Negro families among 800 residents A num-
ber of small cooperatives have been set up and maintained on an interracial
basis Generally these are true rather than builder-sponsored cooperatives.

Analysisof open occupancy projects suggests that it is necessary that at leasthalf of the occupants be white, in order to maintain a stable occupancy ratio.
In some cases, a combination of location and relatively high price will secure sucha patten In others, occupancy controls, which limit the initial proportionof nonwhites, have been utilized.
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The builder of true open-occupancy housing faces serious problems under
present practices. Site selection is even more difficult than for housing planned
solely for Negroes. In both cases, the builder finds that the approved area
is expensive, inconvenient or undesirable-often all three. In the ca e of inter-
racial projects, the builder must almost certainly go outside the approved area
and thus meet blocks by lenders, governmental bodies and present residents.
Even when he does find land and financing, the nature of the market is against
him. As long as whites have a wide range of choice and Negroes have little or
none, the probability is that the project will be mainly Negro.

The latter obstacle would not face the mass builder so strongly for two
reasons: (1) He is in an excellent competitive position, due to savings in mass-
production methods; (2) the proportion of Negioes in a large project would neces-
sarily be small at the price ranges usual for such projects. Knowing this, whites
would not feel a risk of becoming the minority group. It should be pointed
out that this is purely speculation, sinrP no large development has attempted
an open occupancy policy.

Effects of segregation on housing quality
Segregation in housing has serious consequen es not only for the nonwhite

family, but for the entire community. It means that Negroes are the subject of
exploitation It means that they get the \aoist housing and pay more for it
It means that the Negro home buyer can seldom purchase any but a second-hand
house in an old neighborhood and has to pay a premium for it. It means
that new housing planned for Negro oc(upaucy is generally inferior to that
planned for whites.

National figures show that Negroes get the worst housing The proportion
of dilapidated nonfarm homes was five times as high for nonwhites as for whites.
Overcrowding was 31 times as high for nonu bites as for white renters in
1950; overcrowding actually increased dm ing the decade for nonwhite renters
while decreasing for whites.

An article on nonwhite housing in Honue and Home, April 1953, summarizes
the situation this way - "The simple truth is that the Nation's urban areas
have resisted giving their cities' new Negro housing as much living space as
their money would buy." Lower average income of nonwhites accounts for
some of the disparity in housing quality. But a major part of the cause is
segregation, which allows exploitation of the Negro housing market A study
of property values in changing neighborhoods of Chicago from 1940 to 1948 dem-
onstrated that Negroes paid substantially more than whites for similar types of
real estate in the same area The study showed that Negroes had more trouble
in getting financing and paid higher intei est rates

A study of 1940 patterns showed that the nonwhite group receives proportionally
more substandard housing, or less housing value, for the same price than does
the white group. This disparity became greater during the following decade
Rentals for nonwhite families increased by 108 percent from 1940 to 1950, while
rentals for white families increased only 64 percent, even though during this
period the difference in amount of housing became greater between the two
groups. The Philadelphia study shows that while Negro areas had the worst
housing, they did not have the lowest rentals

As for the new housing built for the Negro market, it tends to be inferior on
many counts. The Philadelphia study mentioned before included an investiga-
tion of all sales and rental units built in the Philadelphia metropolitan area for
Negro occupancy from 1946 to 195. The report states, "Most of the new private
housing available to Negroes is located in neighborhoods undesirable on one
count or another. The adverse conditions include proximity to old and dilapi-
dated housing, main rail lines, heavy traffic, commercial and industrial uses in-
cluding junk yards; in other cases proper access roads are lacking * * * few
new housing developments for whites are being built in old neighborhoods or ad-
jacent to industry or railroads."

A well-known example of Negro housing comes from the west coast. Par-
chester Village, built in 1951 in the San Francisco area, is a 400-unit project of
houses priced at $6,500 to $8,000. Adjacent to the project are two railroads, a
foundry and a slag dump. No schoools or recreation facilities are conveniently
available. At the beginning in 1951, there were about two dozen white families
among the total of 406. By now the project is 100 percent Negro.

Evidence indicates that housing segregation is on the increase. The Phila-
delphia study showed greater concentration of Negroes in 1950 than in 1940.
Forty census tracts and two-thirds of the city's Negro households in 1940. These
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same tracts absorbed two-thirds of the increase in Negro households between
1940 and 1950. The change meant conversions and greatly increased overcrowd-
ing in these areas.

Indirect effects of housing segregation
The separation of one group of Americans from another leads to a series of

deep scars on our communities and on our citizens, white and colored. Segre-
gated housing causes segregation in many other fields. It causes fears and mis-
understandings of members of the other race by each group. It makes the re-
newal of our cities impossible.

Residential segregation means separate schooling, separate play, separate wel-
fare activities, separate civic programs. During their formative years, many
children have little or no opportunity to get to know children of the other race.
The Supreme Court's decision overturning enforced school segregation will mean
nothing to the white child in segregated Levittown or to the Negro child in Chi-
cago's black belt. Open policies of recreational and welfare agencies are
rendered meaningless in racially homogeneous areas. As long as Negroes are
kept to the oldest urban neighborhoods, they will have the oldest schools, in-
ferior on many counts, and this may result in inadequate preparation for careers.

Race labeling of neighborhoods and land often leads to a variety of discrimi.
nations by local governments. Areas which include Negroes are "written off".
The quality of basic services, such as street maintenance and improvements
and trash collection, drops off. Zoning is no longer enforced, so that the Negro
family in a single house is powerless to maintain standards among conversions
and illegal uses.

For our cities, many problems flow from segregation. It is imperative for
almost all our cities to get rid of slums and blight, to prevent the formation of
new slums, to reduce center-city population densities and to develop adequate
traffic systems. But to carry on these improvement programs, families will
be disclocated and adequate dwellings must be provided. Public housing can
provide only part of the answer. According to Administrator Cole, "* * Re-
gardless of what measures are provided or developed to clear slums and meet
low-income housing needs, the critical factor in the situation which must be
met is the factor of racial exclusion from the greater and better part of our
housing supply. I must tell you that no program of housing or urban redevelop-
ment, however well conceived, well financed or comprehensive, can hope to make
more than indifferent progress until we open up adequate opportunities to
minority families for decent housing."

Attitudes are affected by segregation. To many whites, the fact that most
slum areas are populated by Negroes leads to the simple equation of "Negro"
with "slum." Thus comes the belief that Negroes themselves, rather than
exploitation and overcrowding, create slums, lower property values, and so
forth. For both white and Negro, lack of contact means that the other group
is strange and therefore to be feared. At the same time, most whites have
some realization that Negroes are discriminated against and feel a resultant
sense of guilt.

Changing patterns and changing knoledge
Housing patterns are not completely static. As a result of the 1948 Supreme

Court decision outlawing enforcement of racial restrictive covenants and as a
result of increased income and savings of Negroes, it became possible for Negroes
to move into previously all-white neighborhoods. As was indicated above, these
are areas of old housing.

A healthy learning process has gone on in these neighborhoods. The cliches
about property values have not been borne out. Several scientific studies of
values in changing neighborhoods have shown that property values do not go
down because Negro families move into a neighborhood. The two best analyses
were done in San Francisco and Chicago. Both analyzed prices in comparable
all-white and mixed areas. Both concluded that prices in the mixed areas were
on the average the same as or higher than prices for similar houses in all-white
neighborhoods. This was true whether the sales in mixed areas were to whites
or to nonwhites.

Yet, in some neighborhoods, temporary price drops have occurred where a
large number of houses on the same block are for sale at the same time. Writing
in The Review of the Society of Residential Appraisers, Beldon Morgan, former
deputy chief appraiser of the Los Angeles FHA office and now an independent
appraiser, stated, "It is the mass exodus that temporarily gluts the market with
offerings that depresses prices-not the influx. It is like a bank run engendered
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by fear. The fear produces an unwarranted condition that could be avoided if
people would stay put." The U. S. News & World Report devoted a full page
on October 23, 1953, to an article titled, "Restricted Area: Does It Pay?" The
article stated, "Evidence recently come to light suggests nonsegregated residen-
tial areas often add to, rather than subtract from, market values."

New information is also overturning old concepts on mortgage payments and
upkeep. Writing in the magazine of the National Association of Home Builders,
a leading mortgage banker said, "Over the years a great segment of the Negro
population has obtained the respect of lenders, simply and quietly, by paying
bills when due. * * * Actually there is no difference in our delinquency records
between white and Negro loans and we take great pride in our below-average
mortgage delinquency record."

According to a survey by the National Association of Real Estate Boards,
Negroes maintain their properties as well as a white family of similar economic
status, when the properties are in good repair to begin with. In many com-
munities, improvement in condition of properties has been reported.

Despite this knowledge, many real-estate people play an undesirable role in
racially changing neighborhoods. It is not uncommon to have panic deliberately
fostered by real-estate men, white and Negro, so that they will have more houses
to sell. Speculators sometimes buy houses in such neighborhoods and convert
them for multiple occupancy, lowering neighborhood standards and driving
homeowners away.

Yet many neighborhoods are providing an opportunity for white and nonwhite
families to know each other. They are sharing in civic activities and learning
to judge people of the other race as individuals. Residents of a handful of
cooperatives and private apartment houses as well as many public housing proj-
ects are gaining similar experience. Studies indicate that favorable attitudes
are developed in interracial housing situations.

However, as long as exclusion is practiced in other neighborhoods and in new
developments, it is unlikely that many neighborhoods will maintain a stable
interracial pattern. Where demand is high and supply is low, the tendency is
to bid up prices. Normal turnover and the abilty of whites to secure modern
housing in the suburbs and at fair prices, will mean that interracial neighbor-
hoods within the cities will become more and more heavily colored. The only
way to stop this process is to have an adequate supply of housing available to
all people throughout the entire metropolitan area.

Causes of segregation
Why is it that so little housing has been made available to nonwhites? Com-

menting on the problem of discrimination, in a speech made in February 1954,
Housing Administrator Cole stated, "Low income simply complicates the problem
of many minority families, but all face it-even those with relatively high
incomes." In the same speech, he defined the problem as a "blockade of custom
and code, of unjustified economic fears."

The major reasons for the dearth of housing for Negroes are lack of financing,
lack of land, and segregated thinking. In December of 1953, the National Asso-
ciation of Home Builders, which speaks for the home construction industry,
polled officers of its local associations, asking reasons for lack of activity in
the minority housing field. Thirty-five percent said there was no local problem
or need, generally because only a tiny proportion of the population consisted of
minority groups. Of the rest, 40 percent cited lack of mortgage financing, 18
percent cited lack of "suitable sites for development," and 10 percent cited low
income of minority groups.

In an article in their magazine for the home building industry, the NAHB
reported its survey of the minority housing problem. Statements made on
mortgage financing put the blame for the shortage of funds not so much on a
national mortgage drought as on the reluctance of lenders to accept loans on
homes or rental units for minority groups. This is dramatically borne out
by the recent experience of the National Urban League in a program aimed at
helping to secure housing for Negroes or open occupancy. Mortgage firms were
simply unwilling to make commitments on such projects. If it had not been
for the availability of funds from the Federal National Mortgage Association,
none of the projects would have gone into construction.

The land problem is probably the most serious of all. It is almost univer-
sally true that land not already occupied by nonwhites or immediately adjacent
to nonwhite neighboroods is considered "white land." Such undeveloped land
cannot be used for housing available to nonwhites without breaking the "gentle-
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men's agreement." Generally the developer will not consider doing this. The
only exception is land near undesirable land uses. And, of course, such land
is frowned upon by the mortgage company.

The land problem is far more serious in northern than in southern cities.
In the North, Negroes live in the center city, surrounded by white neighbor-
hoods. In the Negro areas, land and development costs are prohibitive. In
the South, Negroes tend to live across the tracks, on the other side of town.
Thus, part of the undeveloped periphery is available. This is the reason why
more new housing is available to nonwhites in the South than in the North.

Problems of land and financing are interlocking. Mortgage firms will turn
down a project which is in an undesirable location, no matter who is to occupy
it Yet, they are at least as likely to reject a project in a good location if it
breaks the gentlemen's agreement as to where Negroes may live.

"Separate" is never "equal" in the housing field. Even if the mutually rein-
forcing problems of land and financing did not exist, the habit of tlunking
in terms of segregated housing would cause poor quality and less housing For
one thing the builder of Negro housing too often feels that standards can be
lowered for this captive market Sometimes he is right, but sometimes he finds
that Negroes will not put their money in housing of poor quality Even where
the housing is of good quality, it cannot be fully competitive since small-sized
projects are involved. It is not possible for a builder of 50 houses in Bucks
County to give as much for the money as in the 16,000-home Levittown develop-
ment. True, some people prefer small developments But whites have a choice.
Negroes have none. Indeed they are considered fortunate when there are any
new private homes available to them.

Most important, there are practical difficulties in planning for a limited seg-
ment of the market. Reliable figures are simply not available and the builder
cannot predict his potential market. It is as though a builder were putting
up a group of $12,000 houses solely for Presbyterians in the Cincinnati area.
And the proportion of Negroes who can afford $12,000 houses and are in the
market at any one time is probably smaller than the proportion of Cincinnati
Presbyterians. Housing development in the $10,000 to $15,000 range exclusively
for the nonwhite market is often impractical. For the upper-income group of
Negroes wishing homes at $15,000 or more, it is virtually impossible Such fam-
ilies will continue to le virtually excluded from the new housing field and to be
confined to outmoded old homes, until they are given access to housing developed
on the basis of the total market in their income range.

The habit of segregated thinking is not the exclusive pattern of businessmen.
It is found among FHA and VA personnel, who are drawn in large part from the
ranks of builders, mortgagers, bankers and real-estate dealers. This is not
true of all FHA or VA staff, any more than of all industry people. Efforts by
FHA to promote housing available to nonwhites and to change the habit of seg-
regated thinking are described below. Yet FHA leaders are well aware of how
little has been accomplished. Meanwhile the prevalence of the habit is one of
the factors which prevents Negroes from sharing the benefits of free choice of
residence or of Government mortgage insurance guaranties.
The Housing Act of 1954

These days, no one related to the field of housing can ignore the question of
discrimination and segregation. This issue received a great deal of discussion,
publicly and privately, throughout the country during the period in which the
Housing Act of 1954 was written and adopted. The President's Advisory Com-
mittee on Government Housing Policies and Programs issued a lengthy report
covering a multiplicity of recommendations for the contemplated act. Yet the
Committee in effect threw up its hands at the problem of providing to all citizens
equal access to Government benefits in private housing. In the brief section of
the report dealing with housing for minority groups, the only specific recom-
mendations are those on making existing housing available on equal terms with
new housing However, Congress did not follow this recommendation and there
remains in the law a differential in terms between existing and new housing.

The most novel new provision of the act as enacted was presented during
hearing on the proposed bill by representatives of the life-insurance companies
This provision create the voluntary home mortgage credit program, which has
as one of its purposes to stimulate the flow of credit for minority-group housing.

Certain parts of the act covering urban renewal are also seen as aiding mi-
nority groups by allowing for inexpensive new or rehabilitated housing for low-
income families affected by urban renewal operations. Doubts have been widely
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expressed as to the workability of these provisions and it remains to be seen
whether they will be utilized.

More important Is the interpretation of the concept which appears in the law
of a workable program. Administrator Cole has stated that "the workable plans
required of communities for the urban renewal aids in this act will have to pro-
vide for the progressive improvement and expansion of minority housing op-
portunities as a condition of their approval. Federal funds will not be paid out
to localities that default on their obligations to minority citizens."

Housing officials continue efforts to educate builders, lenders, and real-estate
dealers concerning the nonwhite market. They continue trying to secure the
construction of more Negro housing and the opening of new areas for expansion
of the Negro population.

Altogether the effect of the Housing Act is to provide a bit more encourage-
ment for Negro housing. There is nothing which leads to nonsegregated housing.

Meanwhile the habit of discrimination and segregation prevails. Every day
builders refuse to sell and apartment managers refuse to rent to qualified mi-
nority families. Every day mortgage men shake their heads at projects which
would admit Negroes. Every day real-estate dealers follow the gentlemen's
agreement as to where certain groups may and may not live. Every day Negroes
buy used homes, often at inflated prices, and the white sellers go off to modern
suburbs. Every day FHA and VA make final commitments for all-white de-
velopments. Every day more vacant land is used up for all-white housing.

This is the "blockade of custom and code" of which Administrator Cole spoke.
And the Government is one of the bulwarks of the blockade

III. THE ROL OF THE FEDERAL MORTGAGE INSURANCE AND GUARANTY PROGRAMS

Introduction
It may be wondered why the role of the Federal mortgage insurance and

guaranty programs is given such exhaustive treatment It is necessary to do
so in this memorandum so that the full background and implications of both
FHA and VA operations be clear. It is important to know not only what the
situation is but also how it came about.

History
Federal Government activity in housing has developed over a period of 20

years, beginning with the President's Conference on Home Building and Home
Ownership called by President Herbert Hoover in 1932. This led to the estab-
lishment of the Home Loan Bank Board and the Home 'Owner's Loan Corpora-
tion The HLBB was intended to assist banks and lending institutions and to
charter and supervise Federal savings and loan associations in order to pro-
vide new credit facilities. The Home Owners' Loan Corporation was an early
device to refinance home mortgages and reduce the impact of mass foreclosures
on institutions with large home mortgage holdings. The Reconstruction Finance
Corporation also served a housing function by giving loan assistance in the
housing field These actions were the first in a series of measures designed to
provide a more adequate volume of funds available for housing finance in all
parts of the country

As the depression deepened and chaotic conditions in the real-estate market
intensified, legislative consideration turned to other aspects of the housing prob-
lem. The National Housing Act of 1934, establishing the Federal Housing Ad-
ministration, was the major expression of these congressional concerns. The
chief purpose for which FHA was created was to bolster up the sick construc-
tion industry Specifically, it sought to encourage improvement in housing
standards and conditions, to provide an adequate home financing system, and
to exert a stabilizing influence on the residential mortgage market.

In the 20 years of its existence FHA has developed from a depression-
inspired emergency agency to a major instrument of Federal housing policy.
This evolving philosophy culminated in the declaration of national housing
policy contained in the National Housing Act of 1949 which declares the Federal
Government's basic objective as, "the realization as soon as feasible of a decent
home in a suitable living environment for every American family "

This goal was eloquently expressed by the Piosident in his message to Con-
gress on Housing on January 25, 1954, when he stated. "The development of
conditions under which every American family can obtain good housing is a
major objective of national policy * * *. It is, therefore, properly a concern
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of this Government to insure that opportunities are provided every American
family to acquire a good home."

The proposed Housing Act of 1954 expresses this same ideal.
The FHA is an integral factor in the attainment of this national housing

goal.

Effects
FHA's influence and effect have been far reaching. It has set standards

for the whole home building industry and has substantially changed lending
practices. Some of the results of the Federal Government's policy of aids to
the private home building industry may be summarized as follows:

1. The single, long term, totally amortized residential mortgage has become
standard practice for a great part of the industry. This substantially
eliminated renewal notes and junior financing which had been the accepted
means of financing homes.

2. In providing for minimization of risk and standardized mortgage instrument,
FHA has created a new liquid investment market. One major result of this
has been the expansion of the market for mortgage securities from one of local
scope to one of national proportions.

3. FHA took the lead in introducing long-term credit with lowered downpay-
ments. This trend has been followed by the whole group into the housing market.

4. FHA interest rates have resulted in a greater degree of national uniformity
in this area, thus becoming a major stabilizing factor in the country's credit
structure.
5. The trend toward the larger institutional lender as the major source of

mortgage funds has been fostered by Federal policies.
6. FHA minimum property standards have exerted an important influence

on the location, planning, and development of new subdivisions.
7. Standards of construction and design have been similarly affected by FHA

requirements
8. The trend toward the development by large-scale builders of huge subur

ban housing projects is, in large measure, traceable to FHA policies. All these
enormous projects tend to be homogeneous as to race, class, and age.

9. The volume of new residential construction, its distribution between rental
and owner-occupied and its price range has been decidedly affected by Gov-
ernment policies.

In general it may fairly be said that no other agency, Government or private,
has had as great an effect on shaping the character and appearance of American
communities.

In 20 years the Federal Government has become the most important factor in
the real-estate market. According to Fortune's article on the Insatiable Market
for Housing, February 1954:

"The overwhelming fact is that Government guaranty of mortgages, which
has cost the taxpayer nothing so far, has done more than anything else to make
possible a million or more new houses a year. If people had to pay 20 to 30
percent down, as they do on some uninsured mortgages, millions never would
have bought houses. And because Government-guaranteed mortgages have proved
ideal investments for banks, insurance companies, and similar institutions,
mortgage money now flows freely across State lines.

"FHA's practice of making advance commitments has enabled builders to
finance large-scale developments and work out the techniques of quantity
production. FHA and VA dominate large-scale residential construction."

FHA has largely determined where housing shall be built, for whom, at what
price, the character of construction, and the methods of financing. Its influencehas been so pervasive that conventionally financed building has been inevitably
affected by its practices. FHA standards have become the norm for the real-estate market.

Purposes
It is evident that FHA has been utilized for many purposes in addition to

the insurance of risks the average mortgagee would not take. In meeting suc-
ceeding national emergencies-depression, mobilization, war, demobilization-
FHA has been the Federal instrument to relate housing production with national
needs and to implement broad social purposes of the Federal Government.

Initially, it was a major pump-priming device of the difficult years. Underdifferent conditions it has served to increase the supply of housing for special
groups whose need, particularly in terms of national requirements, was not
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being satisfied. These groups included defense workers, war workers, returning
veterans, large families, middle-income families, and families made homeless by
floods or other disasters.

Structure and operation
The FHA operation has become an extremely complex one through which

it provides insurances against loss on over 20 different types of realty loans.
The Veterans' Administration under the provisions of the Servicemen's Re-
adjustment Act of 1944 has a similar program of mortgage guaranties for quali-
fied veterans and a direct loan program for areas where mortgage money is not
readily available. This program is based on the same philosophy that underlies
FHA and operates complementary to it. The degree of involvement and super-
vision by the Government over homes covered by mortgage insurance varies with
the type of shelter provided and the program under which it is built.

Examination of the several programs shows that in all cases FHA and VA
have an intimate relationship to the housing subject to their insured or guaran-
teed mortgages. It is Government standards which determine the character of
the housing provided, the kind of site development, and the rent or sales price.
Sanctions of various kinds are provided for noncompliance with these strict
requirements. That builders and lending institutions subject themselves to the
stringencies of operations within these Government-sponsored programs is in-
dicative of the substantial benefits offered by the Government to those who
participate.

While the Government agencies have felt constrained by the purposes and
language of the laws to enforce rigid physical standards, they have left the lender
and builder free to determine who the consumer shall or shall not be.

Statistically, as has been shown, all elements of the population have not bene-
fited equally under these programs. In fact, by facilitating increased production
of housing available in large measure only to whites, it may be argued that
these Government programs have actually served to accentuate the disparity
of housing accommodations between whites and nonwhites.

Racial policies of FHA and VA
The question of race and racial housing patterns has not been a subject that

FHA has ignored. Such considerations have played a role in its policies from
earliest years. Policy directives are contained in rules, regulations, and agency
letters issued from time to time as well as the underwriting manual.

The FHA Underwriting Manual contains the criteria used in judging eligibility
for FHA benefits. The manual is designed for the guidance of both FHA staff
and those who would make use of FHA benefits. Until 1947, the manual warned
against insuring property not protected from adverse influences such as use by
inharmonious racial groups and declared it necessary to the stability of neigh-
borhoods that properties shall continue to be occupied by the same social and
racial classes. It offered a model racial restrictive covenant to insure stability
of communities and recommended the inclusion of such covenants in all con-
tracts of sale. This had the effect of blanketing new FHA insured subdivisions
with race restrictive covenants and thus barring nonwhites. Actually racial
zoning, a device declared unconstitutional by the United States Supreme Court
in 1917 (Buchanan v. Warley), was accomplished by administrative action of a
Federal agency. Under this policy FHA would not insure interracial projects
or Negro developments in other than all-Negro neighborhoods.

In 1947 FHA issued a revised edition of the manual deleting most references
to racial groups and eliminating the model race restrictive covenant. The mort-
gagee and the mortgagor must now certify that they "will not file for record
any restriction upon sale or occupancy of the mortgaged property on the basis
of race, color, or creed or execute any agreement, lease, or conveyance affecting
the mortgaged property which imposes any such restrictions upon its sale or
occupancy" so long as the mortgage remains in effect.

The first announcement of these rules was made by the then Solicitor General
Philip B. Perlman on December 2, 1949, at a conference of the New York State
Committee on Discrimination in Housing. He stated that: "The Federal Housing
Administration is amending its rules to refuse aid in financing properties the
occupancy or use of which is restricted on the basis of race, creed, or color."

Mr. Perlman went on to explain that: "These actions are designated to bring
the mortgage insurance operations of the FHA into line with the policy under-
lying the recent decisions of the Supreme Court of the United States * *."

It is thus apparent that the chief law-enforcement officers of the country at
that time believed that FHA and VA had an obligation to see to it that their



04t INVESTIGATION OF HOUSING, 1955

benefits were not used to bolster discriminatory practices based on race. In
1942, Gunnar Myrdal, writing his monumental study of American race relations.
An American Dilemma, also felt that the elimination of racial restrictive
covenants would mean the elimination of segregation. He said, "If the (Su-
preme) Court should follow up its action of declaring all local laws to segregate
Negroes unconstitutional, by declaring illegal also the private restrictive cove-
nants, segregation in the North would be nearly doomed, and segregation in the
South would be set back slightly." Neither the social scientist nor the Govern-
ment official predicted in advance that segregation would actually increase after
the Supreme Court decision and related Government action nor that the gentle-
men's agreement would take the place of the written racial restrictive covenant.

In December 1949 after the TTnited States Supreme Court had declared race
restrictive covenants unenforceable, both the FHA and the VA amended their
rules to bar assistance in the financing of property covered by race restrictive
covenant recorded after February 15, 1950.

Further, in February 1950 FHA issued additional amendments to its manual
in which it stated that, "Underwriting considerations shall recognize the right
to equality of opportunity to receive benefits of the mortgage insurance system
in obtaining adequate housing accommodations irrespective of race, color, creed,
or national origin" (sec. 242).

Yet, even today the manual permits criteria based on racial considerations
to be used by FHA appraisers in evaluating property. Section 215, for example,
warns that "the persons of incompatible groups in a neighborhood tend to lessen
or destroy owner-occupancy appeal." Similar enforcement of the ideal of
neighborhood homogeneity in order to insure stability of value is contained in
sections 1303 (7), 1220 (1), and 1320 (2). The existence of these instructions
plus the lag in implementing policy changes on the local insuring office level,
leads to a situation in which racial factors continue to play a role in FHA
insuring operations.

The history of FHA racial policy may be grouped into four principal phases.
The first was that in which it followed an open and definite policy of dif-

ferentiating the housing market on racial grounds During this period racial
considerations were required in making appraisals and evaluations and in
granting insurance This condition continued roughly until 1947.

The second phase may be described as one emphasizing the neutral nature of
FHA with regard to factors of race While in 1947 it deleted positive racial
criteria from the Underwriting Manual, it did not substitute therefore any
requirement prohibiting or cautioning against their continued use. Unlper various
sections of the manual, racial considerations continue to play a role in ap-
praisals and valuations

Beginning in 1950 with the proscription against the inclusion of a recorded
race-restrictive covenant in insured mortgages the third phase came into being
This was characterized by increasing recognition by officials of the special
problems facing minority group families and attempts to encourage the produc-
tion of dwellings available to minority families. In 1951 announcement was
made that all repossessed FHA-insured housing would be administered on a non-
segregated basis A policy directive was issued declaring that with regard to
programed title IX private defense housing "as among those applications which
are otherwise equally acceptable preference will be given to applications which
piopose the construction of open occupancy development" In 1953 FHA began
to set annual goals for local insuring offices in order to spur them on to increase
the supply of housing available to minority families.

In addition, articles appeared in FHA publications pointing out the existence
of a sizable housing market among nonwhite families and calling upon private
industry to meet their needs. Other articles featured successful Negro housing
developments

A fourth phase was announced by FHA Commissioner Norman P Mason in a
speech on May 21, 1954, in which he outlined a program of reorientation toward
positive encouragement by FHA of open occupancy housing as well as a greater
desire to serve the minority housing market more effectively Little has occurred
subsequently to show that this more open concept of racial policy is being carried
out.

Throughout this history one factor which has had an extremely positive
influence has been the lacial relations service During World War II the
services of racial relations advisers were extended to FHA. The VA has no
comparable service There are now 10 field advisers in addition to a minority
group housing adviser attached to the FHA office in Washington Even here
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there is question whether the racial relations advisers are being used most
effectively as an integral component of the FHA system. Instead of allowing
the advisers to concentrate on the goal of nonsegregation, the agencies appear
to use their services chiefly to develop Negro housing projects.

FHA has not arrived at a stage where it has come out squarely for nonseg-
regated housing. There is real danger that even its latest policies will result
in more acceptable ghettos.

The objectives of recent FHA pronouncements are indeed laudable. However,
its accomplishments to date have been pitifully meager in terms of "the right
to equality of opportunity to receive the benefits of the mortgage insurance
system in obtaining adequate housing accommodations irrespective of race, color,
creed, or national origin." And Acting FHA Commissioner Norman P. Mason's
announced goal that "the benefits of the entire mortgage insurance systems and of
obtaining adequate housing accommodations are to be made available to all
families on an equal basis, irrespective of race, color, creed, or national origin."

The Federal Government, as a major participant in the housing economy,
has the duty of going beyond mere paper pronouncement. It must look to actual
results.

Responsibility of the administrative arm
Without presenting lengthy citations of statute and court decisions, certain

points may be made as to the role and responsibility of the executive branch
for the effects of policies of FHA and VA These agencies are Instrumentalities
of the Federal Government dispensing a Government benefit. The Government,
Federal and State, in distributing its aids and carrying on its functions may
not make distinctions based on race. It may not base classifications on race.
It may not pass racial zoning ordinances. It may not operate racially segregated
schools or racially segregated housing projects. It may not lend its processes
to enforce private discriminatory acts such as race-restrictive covenants nor
grant damages in the event of their breach

Fui ther, Goveinment may not permit instrumentalities empowered by it to
act or to dispense benefits to do any of the acts which Government itself cannot
do. A labor union planted exclusive bargaining rights under the Railway
Labor Act may not refuse to bargain for Negioes or act to destroy their jobs;
a private company operating on lease a city-owned theater may not require
segregation in the audience

Section 1 of the civil rights law of 1866 provides:
"All citizens of the United States shall have the samb right in every State

and Territory, as is enjoyed by white citizens thereof to inherit, purchase,
lease, sell, hold and convey real and personal property "

FHA and VA by granting mortgage insurance to private builders who follow
a known discriminatory policy in effect are zoning racially, are using Govern-
ment aid to operate racially segregated housing, are lending Government process
to enforce unwritten, but nevertheless understood, race restrictive covenants,
are empowering a private person to do what the Government itself cannot do-
use criteria of race

It is clearly the responsibility and the duty of the President to require that
the Federal housing agencies take a positive stand.

Just as Presidential action was required in the matter of discrimination under
Government contracts, civil service, and the armed services, so action by the
President is necessary in the case of Government housing programs. FHA
and VA have not come to grips with the problem and they probably will not do
so until the President requires them to take a positive stand. The people look
to the President to take care that the laws be faithfully executed. After 20
years of Government-aided policies of segregation in housing, the least that can
be required is a guaranty from all who would use these Federal aids that they
will not be used to further practices of segregation and discrimination based on
race, creed, color, or national origin.

It is of the utmost importance that the President declare that it is mandatory
for all who would avail themselves of Government housing aids to use and
pass on this benefit free from any discrimination based on race, creed, color, or
national origin and to place squarely on the Federal housing agencies the
obligation to conform to and carry out this national policy of equality of
opportunity for all.
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IV. SOLUTIONS PROPOSED BY THE HOUSING INDUSTRY
Goals

To a greater and greater extent, leaders in building, mortgage finance and
real estate are recognizing both the problem of discrimination and the poten-
tialities of the nonwhite housing market. Previously the channel for concern
about such problems was a one-way street. Housing industry people were at
the receiving end of efforts by civil rights groups and housing agency groups
to secure more housing and/or nonsegregation. Recently, however, the housing
industry has shown signs of taking the initiative.

Why is the industry trying to get moving? Reasons vary from region to
region, from industry to industry, from person to person. Some wish to avoid
any additional controls attached to the benefits given under various govern-
mental housing programs. Some want to get rid of existing governmental pro-
grams, such as the Federal National Mortgage Association. Some wish to
surmount obstacles to all-out urban renewal programs in local communities in
order to make downtown land available for commercial or other new uses-or in
order to decrease pressure on the walls of the downtown ghetto. Some are
disturbed and guilty about the way in which nonwhites have been shut out of
the new home market Some are attracted by the newly noticed healthy market
presented by nonwhites.

In one regard all elements of the housing industry seem agreed. They share
the same goal, that of increasing the amount of minority housing. Most are
thinking of a separate market of different people in separate neighborhoods.
They are united in a determination to handle the problem without disturbing
the racial composition of neighborhoods like the ones in which they themselves
live or the status of attractive vacant land in the suburbs.

The program
The program adopted by the housing industry may be broadly characterized

as a program of voluntary action on a group basis. Committees have been set
up by industry associations to induce builders or mortgage lenders to join to-
gether on the local level in order to increase the supply of housing for minorities.

A national goal of 150,000 units for Negroes was set for 1954 by the National
Association of Home Builders. In December of 1954, the president of the asso-
ciation urged a "nationwide minority housing goal of 10 percent of all new
production". To this end he urged that lenders set aside at least 10 percent
of their investment funds for loans to minorities, and that "builders, as a group"
should pledge at least 10 percent of their overall production efforts to the creation
of minority housing.

A detailed and impressively presented package program on housing for
minority groups was prepared and distributed in June, 1954 by the minority
housing committee of the home builders. The package consisted of detailed
instructions for local associations of home builders in "the planning and execu-
tion of an aggressive program to improve the housing condition of minority
groups in their communities." Actually most of the package is devoted to
planning, rather than execution. It includes advice and sample materials on
such matters as holding meetings, gathering market information and issuing
news releases.

For the mortgage banking people, the main effort appears to have been chan-
neled into the voluntary home mortgage credit program, created under the
Housing Act of 1954. Under this program, regional committees with small
staffs have been created to serve as a channel for making private FHA or VA
money available to qualified borrowers who have been unable to secure loans
because of their minority status. (The program also covers majority group
borrowers in small communities and remote areas where VA and FHA money
is unavailable.) Lenders cooperating with the program will be asked to make
loans at reasonable rates to qualified minority group persons who can show that
they have been turned down by at least two local lenders.

The program is too new to allow assessment of its value. However, it may bementioned that builders have doubts that it will appreciably change the picture
relating to new housing construction. Also, there have been no indications that
this program is prepared to handle loans to minority groups for purchases out-
side areas accepted for minority group residence.

The Mortgage Bankers Association has a minority housing committee whichhas attempted to secure and disseminate data on mortgage experience with non-
whites and on the present availability of funds for minority housing.
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Will these programs be successful? They are new and not fully tested. As-
suming for the moment that the 10 percent goal is realistic in terms of the need,
it may be observed that only a small fraction of the 150,000 units proposed for
1954 by the National Association of Home Builders was actually met. Further-
more, it appears that the distribution of the new Negro housing does not coincide
with the distribution of Negro population. Northern cities, which account for
a growing proportion of the nonwhite population, have seen little or no housing
available to nonwhites. Almost all the new minority housing-and probably
all the large-scale minority developments-have gone up in the South.

Moreover, the entire industry program touches only the periphery of the real
problem, that of segregation. To the extent that lack of minority housing ac-
tivity is due to lack of knowledge of the market on the part of industry people,
these efforts will be of value. But to the extent that progress is halted by
gentlemen's agreements and patterns of segregation, these efforts, which are
virtually confined to the concept of Negro housing, will produce little housing.
Many industry leaders are well aware how small their efforts are, as compared
to the immensity of the problem. They may also know that, of the builders and
mortgage bankers who are concerned about the problem of segregation, each is
waiting for someone else to start.

v. SUGGESTION REGARDING PRESIDENTIAL ACTION

Immediacy of problem
Above all, it should be fully recognized that immediate action is needed. Segre-

gation is on the increase. The pattern is hardening to one of minority group
cities surrounded by an all-white belt of suburbs. Delay in governmental action
will mean that the difficulties of changing the pattern will be infinitely greater.

For positive reasons, too, the time is ripe for action. The public is becoming
sensitive to the problems faced by Negro families in finding adequate homes in
decent neighborhoods The public is also changing its attitudes, recognizing that
good and bad neighbors are to be found in each racial group and that mixed
neighborhoods can be wholesome and desirable. This public interest and change
of attitude have been clearly expressed by major organizations, such as Catholic,
Protestant, and Jewish religions and lay bodies, union groups, civil organizations,
and industry groups. In the efforts of these groups can be seen the floundering
attempts of the American people to come to grips with the problem and to work
toward constructive solutions

The missing factor is a clear demonstration that the administration is on
the side of equal opportunity in this area as in others. Practices of Federal
agencies continue to put a premium on segregated and discriminatory housing
while general policy statements in favor of equal opportunity are issued. This
leads to a confusing picture as to what the real attitude of Government is.

Civil rights groups have come, by various routes, to an amazing and unusual
unanimity as to the need for a forthright demonstration of position by the ad-
ministration. The National Committee Against Discrimination in Housing, the
National Association for the Advancement of Colored People, the National Urban
League, the key Jewish groups, the CIO, and many religious groups have reached
the conclusion that FHA and VA must not be permitted to go on ignoring consti-
tutional guaranties and basic human values. They are united in the conviction
that the President should adopt a firm, clear policy and that such action would
capture the imagination of the American people.

Presidential order
It is recommended that the President take actions to insure that the benefits

of FHA and VA operations, together with other Federal housing programs, be
available on an equal basis and that these benefits do not contribute directly
or indirectly to the extension of segregation or discrimination in housing The
only way in which this aim can be achieved is by the issuance of an Executive
order on the subject.

Such an Executive order would include:
(a) An affirmation of the policy of the United States Government to provide

equal accesss to Government housing benefits without discrimination or segre-
gation because of race, creed, color, or national origin.

(b) A requirement that the present pledge contained in FHA and VA insured
or guaranteed mortgages regarding restrictive covenants be amended to include
a statement that there will not be discrimination in sales or rentals against
any person who is otherwise qualified, on grounds of race, creed, color, or
national origin.
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(c) The establishment of an advisory committee made up of representatives
of the Federal mortgage insuring agencies, the building, mortgage financing, and
real estate industries and the public. The function of this committee would be
twofold. It would carry on an educational program aimed at securing general
understanding and acceptance of the policy enunciated by the President and it
would receive from the concerned Federal agencies reports on progress toward
the goal of removing racial and other letrictions in FHA and VA housing and
on the extent of compliance with the pledge as amended. The committee would
be authorized to appoint regional committees to assist in carrying out its program.

Precedents
There appears to be ample precedent for this kind of Executive action. Action

in other areas, also, serves as a basis for such Executive action with regard to
Federal housing programs. Executive Order 9980 promulgated in 1948 directs
Federal agencies to make personnel decisions solely on merit and fitness and
without discrimination because of race, color, religion, or national origin. Execu-
tive Order 9981 declares it to be national policy, "That there shall be equality
of treatment and opportunity for all persons in the armed services * * *" and
directs the Military Establishment to implement the policy as rapidly as pos-
sible This should be the minimum requirement for the Federal housing
agencies

No one has a right to Government housing aid. Should he make use of this
privilege, he has the duty to conform to valid requirements of public policy
and law. It is a situation similar in many respects to that of employment pat-
terns in private concerns working on Government contracts. Beginning in 1941
with the issuance of Executive Order 8802, and extended by Executive Order
9346 in 1943, it has been mandatory for every contractor and subcontractor to
include in all contacts with the United States Government a clause obligating
himself to a policy of nondiscrimination in employment in the performance of
his contract This and subsequent Executive orders including the most recent
issued on August 13, 1953, are based on the belief that in fulfilling a contract
with the Fedeial Government a contractor must follow the national policy of
equality of treatment and opportunity. In these Executive orders, while the
official policy is laid down by the President, the heads of the respective con-
tracting agencies are given primary responsibility for obtaining compliance
with the nondiscrimination clause subject now to general supervision by the
Committee on Government Contracts.

It is difficult to justify having a lesser standard for a private lender or de-
veloper who would make use of Government aid for the production of homes
than if that same developer contracted to supply the Government with a prod-
uct. In both instances a private individual is availing himself of the privilege
of contracting a business arrangement with his Government and receiving from
that Government a substantial benefit. In one case we have an order for the
production of goods at a profit; in the other, mortgage assistance so that he may
more easily build or buy a house either for himself or for profit In one case
the grant of this Government benefit is conditioned upon the undertaking of an
obligation that these benefits will flow freely to all regardless of race, in the
other the decision whether persons shall be excluded from federally aided proj-
ects on the grounds of race is left entirely to the discretion of the private de-
veloper-or worse, a policy of discrimination is abetted by the knowledge that
the responsible officials of a Government agency encourage and supplt such
a policy.

Implreenttation of order
The purpose of issuing such an order would be to achieve nondiscrimination

in FHA and VA aided housing. It would be the responsibility of the agencies
to secure compliance by working with the industry in an understanding, co-
operative manner. The President's Committee on Government Contracts has
been able to secure results in this manner and has had friendly relationships
with the companies holding contracts There is no reason to expect that FHA
and VA. which already have close relationships with the housing industry, would
be more prone to a punitive approach or less able to maintain friendly contacts.
In handling this responsibility the FHA is fortunate in having personnel ex-perienced in the field of race relations. The racial relations advisers should beused as advisers to operating personnel in the implementation of the orderIt would be of the utmost importance to establish in-service training programs
to make sure that the pohcy filters down rapidly to all FRA and VA offices andstaff.
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The extent of compliance would be measurable m broad terms relating to
extent to which markets have been opened and housing patterns changed. The
effects of the older would necessarily he felt gradually and its issuance would
not bring a rash of complaints. The basic job of the housing agencies would
le one of interpretation and assistance to builders receiving commitments. In
the important work of interpreting the implications of the order to the industry
and the general public, a major role would be played by the advisory commit-
tee and its regional committees. The task of education and interpretation will
be of the most meaningful sort, since it would be in terms of experience and
practice rather than theory and exhortation.

It would be important for the housing agencies to develop procedures which
would allow emphasis on securing favorable demonstrations Large new hous-
ing developments which create their own neighborhoods are of primary signfi-
cance to racial patterns, since exclusion in these developments brings exclusion
in schools, recreation, and other community activities. Therefore, such mass
developments should be given primary attention by the agencies responsible for
implementation.

It is fortunate that the order mainly would affect newly constructed develop-
ments. Experience with new racial policies in many fields of activity, including
housing, demonstrates that it is far easier to start from scratch with a nonsegre-
gated pattern than to change a previously segregated pattern. An article in
Harper's Magazine, December 1953, dealing with Levittown, Long Island, and
Park Forest, Ill, states, "No other question arouses so much heat, guilt, and
dissension as racial discrimination against Negroes ' " * Strangely, nearly all
agree that if Negroes had been accepted from the first there would have been
no problem. A typical comment: 'I'll admit it wouldn't have made a damn bit
of difference to me originally'."

Experience in public housing bears out the point that it is easiest to start
on a nonsegregated basis. Housing authorities which have adopted nonsegrega-
tion policies have had the smoothest course in their new projects, and have had
more difficulty in existing projects which had been segregated.

Interpretation and education
The educational program of the advisory committee would be of greatest

importance. Obviously the order would have maximum effectiveness where it
is clearly understood on the local level. For this reason, it is suggested that
regional committees be set up by the national advisory committee This would
allow a program on the grassroots level of interpreting the new policy and se-
curing support by the housing industry and the public.

As has been indicated above, many national and local organizations would
wish to share in the program. The cooperation of these organizations should
be encouraged by the national advisory committee and the regional committees.

VI. THE CHOICE
Goals

The issue of racial patterns in Government-aided housing has become widely
recognized by housing people, both in the industry and in Government. No
longer is it a problem that can be readily ignored. Yet even now there are
signs that the central question is being glossed over There is much talk about
whether industry or Government should do the job, conveniently forgetting
to define the job

The real choice is between integration and segregation in FHA and VA hous-
ing; between freedom of opportunity and limitation of opportunity. This choice
must be made first. Only then can the second question, concerning responsibility,
be decided. Keeping in mind the central problem of goals, we recognize that
the program of the housing industry groups has an unspoken goal They aim
not only to create some more palatabe housing for Negroes and to meet an inter-
esting new market, but also to keep Negroes in separate communities Further-
more, if Government accepts this approach and speaks of 10 percent quotas and
minority housing, then Government is agreeing to the goal of more segrega-
tion. As we have showed earlier, the effort to achieve separate but qual
housing is bound to fail.

We are convinced that the decision must instead be in terms of basic American
principles, which mean equal opportunity for all and require that Government
may not be directly or indirectly involved in any discrimination based on race,
creed, or national origin.
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Channels
Neither Government alone nor the housing industry alone can do the big job

of achieving equal opportunity in housing. Here truly is a place for partnership
between Government and industry. Together the two elements can move con-

sistently toward realization of the goal.
What is needed is for someone to make the first move. The industry has had

its opportunity and has avoided facing the issue. Government, in order to

avoid continued use of its benefits for discrimination, must take the initiative.

We therefore strongly recommend the adoption by FHA and VA of a require-

ment that there may be no discrimination or segregation in any housing receiving
mortgage insurance or guaranties. We recommend further that the President

immediately issue an Executive order establishing this requirement. The Gov-
ernment should no longer place on private industry the entire responsibility for
situations m which Government funds are involved. Furthermore, action by the
Government as recommended will help open channels for the efforts of the hous-
ing industry and citizen groups toward the broad goal of equal opportunity in
housing.

Experience in other fields
Great strides toward desegregation have occurred in many fields over recent

years. Almost without exception where successful desegregation has occurred,
three characteristics are present-clear, firm overall policy by responsible
authorities; provision for orderly implementation; and careful interpretation
in terms of democratic and moral values.

The above recommendation meets these three criteria. First, policy regarding
FHA and VA operations would be enunciated by the Chief Executive of the
Government. Second, there is provision for firm implementation, utilizing re-
sources of industry leadership, as well as Government leadership. Third, all
elements of the industry and the public would be involved in interpreting the
basic principes behind the policy.

A solid body of evidence has been developed, based on social science research,
that the public is receptive to change in racial patterns where firm leadership
is provided. What seemed unimaginable only a few years ago is taken for
granted today. In 1943, no Negroes were attending southern white institutions
of higher learning. Today between 1,000 and 2,000 Negroes are attending 75
public and private colleges and universities in the South, as a result of Supreme
Court decisions. Not a single untoward incident has occurred as a result of
this change. Another dramatic illustration is the integration of the Armed
Forces, considered impossible before World War II, now almost complete. In
advance of these changes and almost every other change in racial patterns, there
were sincere predictions that the new policy would not work, that the public
was not ready to accept it. The weight of the evidence gathered by social science
shows overwhelmingly that Americans respond favorably to change in the direc-
tion of democratic principles, when given leadership by responsible authorities.

In the field of employment, the evidence shows that efforts to secure voluntary
adoption of nondiscrimination policies rarely meet success, in the absence of
firm leadership by authority. In Cleveland, Ohio, the chamber of commerce de-
veloped a program designed to encourage local business to adopt a nondiscrim-
inatory employment policy through education and persuasion alone At the
end of a year, the chamber found that the educational approach was not
adequate and recommended the adoption of legislation. Summarizing the Cleve-
land experience, the executive director of their community relations board stated,
"There was a willingness to institute fair hiring practices, but an unwillingness
to make the decision without the support of a community policy as expressed
through the law." Experience in cities and States with fair employment laws
shows that many employers adopted nondiscriminatory employment policies
immediatey after passage of the law, without waiting for educational or com-
pliance programs to be set up.

According to an analysis of experience in integration all over the country pre-
pared by the Public Housing Administration, "Firm policy is unquestionably the
keystone of successfully integrated housing programs." In the tiny handful of
cases where change of occupancy patterns in public housing met with resist-
ance, it is apparent that there was a lack of clear acceptance of responsibility
by housing and law-enforcing agencies. Meanwhile over 200 local housing au-
thorities, successfully and without publicity, have made the transition from seg-
regated to integrated occupancy.
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For those affected by a policy change, it is essential to know that top authori-
ties will adhere firmly to the policy and that the policy will be applied without
exemption. As long as purely voluntary change of policy by builders is sought,
each builder would wait for the other person to act. When it is recognized that
all are in the same position, each would feel more able to change his policy.

Response of housing industry
In 1954 a major insurance company which is known for its advanced social

position, was planning a very large housing development. Wanting to do the
right thing, the company assigned an executive to explore the possibility of an
open or a "controlled interracial" occupancy policy. He talked to other in-
surance companies, builders, mortgage bankers, intergroup relations agencies,
and FHA and HHFA officials. In all his contacts, his main questions were,
"Who has already done this? Who is about to do it?" The answers were dis-
couraging. No comparable large single-house development has had mixed oc-
cupancy. Finally the company decided that it could not afford to be alone in
breaking the pattern and that Negroes will be excluded. It is clear that the
company was sincere in its desire to have a democratic policy. It is also ap-
parent that the only thing lacking was an indication that some other firm was
in the same position and ready to take positive action There is little question
that this demonstration of open occupancy would now be in process if the kind
of action suggested above had already been undertaken

As has been indicated, we believe that the housing industry and the Federal
housing agencies are ready to respond to leadership. Some of the firms most
sensitive to the problems faced by minority groups would take action immedi-
ately upon issuance of the order, thus providing the practical demonstrations
which are so needed. Other firms would learn that nondiscrimination in hous-
ing can work and would receive information on methods of carrying out such a
policy. FHA and VA personnel would assist the pioneering firms and would
also learn from their experience.

New York City has a law, passed in July 1954, forbidding discrimination in
PHA insured or VA guaranteed multiple-unit housing. There have been no signs
that this law has had any harmful effect on the volume of new construction. A
number of cities and States have legislation requiring nondiscrimination in
housing constructed in redevelopment areas. The fact that builders and lenders
have gone ahead with projects in these areas is an indication of the willingness
of the industry to respond to firm overall policy.

This is not to say that most builders, lenders, real-estate men, or even Federal
housing officials would press for administration action in advance. Many might
say that it would not work, or that the time is not ripe, or that while they per-
sonally would be willing to go along, the rest would refuse. This prediction of
the response is based on what has been said about other proposed changes in
policies and practices in race relations. Exhaustive research by social scien-
tists has established that people almost always overestimate the prejudice of
their own racial group and that people almost always overestimate their own
rejection changes in racial patterns.

Some might say that builders would "go on strike" and refrain from taking
advantage of FHA and VA benefits. Refusal to use FHA and VA benefits would
imply that these benefits can be dispensed with. As Fortune magazine stated
in the previously cited article on the housing market, "The Government's role as
insurer of mortgages, indeed, is so vital that no one in the industry, builder or
banker, Republican or Democrat, would hear of its relinquishing that role."
Richard Hughes, president of the National Asssociation of Home Builders, said
in a speech on May 21, 1954, "I have been fighting for FHA because I honestly
believe that it is the very backbone of the modern home builder and the home-
building industry. And, it has done more for the average American than any
other institution; and because of it, millions of Americans who had never even
dreamed of home ownership are today the proud owners of their own homes."
During the period when various States and cities considered laws against em-
ployment discrimination, predictions were made that industry and business would
move away. Experience shows that nothing has happened to bear out the pre-
diction in areas which have passed such laws.

There would also be predictions that housing production would drop sharply.
The fear is that builders and bankers, believing that many whites would refrain
from buying, would not wish to risk large investments in new construction. This
is an understandable fear. Yet we believe that white homeseekers would not
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refuse to buy, nor nonwhite homeseekers fear to buy, if they are convinced that
the new nondiscrimination policy will be applied broadly and equitably. If the
housing industry should attempt evasion or outright resistance, then they would
create in the market the very reluctance, the wait-and-see attitude, which is
feared.

We do not wish to minimize the fact that readjustments will be necessary.
In particular the difficulty of finding land available for new housing will require
considerable attention

In view of the nature of the housing field, it should be recognized that the
effects of a new policy would be felt only gradually For one thing, FHA and
VA deal at any one time with a very small proportion of the total national
housing stock of 44 million dwelling units. For another, nonwhites represent
only 10 percent of the population and proportionally less of the middle- and upper-
income groups.

We are sure, however, that with good faith on the part of the housing in-
dustry and with full cooperation and assistance from Federal housing agencies,
the housing economy can be greatly strengthened by the removal of barriers to
the widest possible market. It is particularly important that many builders,
bankers, and real-estate men would show the way, as soon as Federal policy
was clearly established. The action of these potential leaders would be invalu-
able in gathering experience and in helping to maitaing a high level of pro-
duction.

Response of the American public
Experience indicates that, like people in the building industry, the general

public would accept the implications of the proposed Executive order. The
American people believe in the principle of equal opportunity and have consis-
tently accepted actions by responsible authorities which follow this principle.
Already the public is coming to question the old myths that have holstered seg-
regation in housing.

Many white and Negro families have had experience living in interracial
neighborhoods and are aware that neither group has a monopoly on neighbor-
liness and community responsibility. They know that property values, cultural
values, and human values can be maintained in areas open to all. This knowl-
edged is being spread gradually throughout the general public

The recommended policy and program should, if carried out with wisdom and
good faith, achieve results with a minimum of problems. This does not mean
that there would be no protest. But one of the most striking characteristics of
changes in race relations over recent years is that predicted trouble did not occur.
Time magazine, in a recent article on desegregation, cites Herman Talmadge's
warning that "blood will flow in the streets" and contradicts it with this state-
ment, drawn from many observations: "In communities and on campuses all
over the United States, there was ample evidence to prove one thing: wherever
segregation has been abolished, no blood has flowed "

This has also been true in the case of public and private housing, with the ex-
ception of a few well-publicized cases of violent resistance. Examination of
these cases shows a pattern of police failure to provide adequate and impartial
protection or even, as in Cicero, Ill, actual participation in the resistance by
police. Where responsible authorities have taken firm leadership, no violence
has occurred.

PHILADELPHIA'S NEGRO POPULATION

FACTS ON HOUSING

Prepared by the Philadelphia Housing Association for the Commission on
Human Relations, October 1953

FOREWORD

Where people live, the kind of housing they live in, and the opportunities
they have for improving their living conditions vitally affect relationships be-
tween individuals and groups The Commission on Human Relations, under
the Philadelphia home rule charter, is responsible for conducting programs
"to promote the equal rights and opportunities of all persons, regardless of their
race, color, religion, or national origin." An essential part of such programs
is the presentation to the community of factual information about particular
aspects of human relations.
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Because the commission regarded the Philadelphia Housing Association as
the lo, al agency best qualified to make this study, it contracted with the Asso-
clation to compile and analyze certain facts about the housing of the Negro
population in Philadelphia.

The commission publishes this document with the hope that it will be helpful
to those community agencies who, in their efforts to achieve greater appreciation,
understanding and respect for persons of different races and backgrounds, are
seeking solutions to the problems of restrictions and segregation in the housing
field.

PHILADELPHIA HousING ASSOCIATION,
Philadelphia, Pa., October 30, 1953.

ROBERT J CALLAGHAN, Esq,
Chairman, Commission on Human Relations,

Market Street National Bank Buildvig,
Philadelphia, Pa.

DEAR MR. CALLAGHIAN: We are transmitting herewith facts on Philadelphia's
Negro population and its housing, a study which represents the fulfillment of
work undertaken at the request of the Commission on Human Relations

The Philadelphia Housing Association believes that the facts presented here
will be valuable to the commission and to many other agencies, both private and
public. Certainly the data are essential to the work of our association and
we are grateful to the commission for making the study possible.

The scope of the study was determined by the association's contract with the
commission. Many aspects of the housing problem as it affects minority groups
need further exploration Particularly urgent are local studies of the market
for Negro housing and the effects of changes of racial occupancy on market
values

The study was carried out under the direction of Dr Elfriede Hoeber, research
director of the association, who also wrote the text. She was assisted by Bever-
ly Weinstock of the association's staff and Robert Bogen and Harold Joseph
of Antioch College. The latter also performed the fieldwork in connection with
the survey of new housing available for Negro occupancy. The maps and charts
were prepared by and under the direction of Barbara N. Mubs with assistance
from Robert Bogen and Harold Joseph.

We gratefully acknowledge the continuous assistance and encouragement re-
ceived from the commission's staff, especially George Schermer and Burton
Gordin whose suggestions were most helpful. Thanks go also to William D
Ravdin, chairman of the association's publications committee who read the
first draft and whose recommendations were incorporated in the report.

Sincerely yours,
G HOLMES PERKINS, President.

SUMMARY OF FINDINGS

GROWTH OF PHILADELPHIA'S NEGRO POPULATION

Philadelphia's Negro population has been growing at a much faster rate than
the white population.

One-twentieth of the population in 1900, Negroes constituted nearly a fifth in
1950. Between 1940 and 1950, the Negro population increased 50 percent, and
the white 0.8 percent.

The white population declined 2 percent between 1930 and 1950, while the
Negro population increased 70 percent.

WHERE DO PHILADELPHIA'S NEGROES LIVE'

Philadelphia's Negro population is concentrated in north-central Philadelphia,
south Philadelphia, and west Philadelphia north of Market Street. North-central
Philadelphia has become the major Negro area in Philadelphia

In 8 wards Negro households outnumbered white ones in 1950 compared with
2 wards in 1940.

In 40 census tracts Negro households were in the majority In these tracts
were found two-thirds of the Negro households; and the same tracts absorbed
two-thirds of the increase in Negro households during the decade from 1940
to 1950.

Most Negro families and many whites lived in mixed blocks. Only one-eighth
of all Negro families lived in blocks entirely occupied by Negroes.
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The number of city blocks in which Negro families lived increased by 466-

from 3,446 to 3,912-from 1940 to 1950. The number of blocks having more
than 90 percent Negro households increased the most. The process of disper-
sion, indicated by the increase in the number of blocks in which Negroes lived,
was counteracted by the process of concentration, indicated by the sharp increase
in the number of blocks occupied solely by Negroes as well as of blocks in which
they were in the majority.

HOW DO PHILADELPHIA'S NEGROES LIVE?

The 1950 census enumeration showed the housing occupied by Negroes to be,
on the average, of much poorer quality than that occupied by whites.

Eight times as many Negroes, proportionately, lived in dilapidated housing,
and Negro families were without private baths three times as often as were
whites. The number of white families in substandard housing declined to two-
thirds of the 1940 total, while the number of Negro families in substandard hous-
ing was nearly one-third higher than in 1940.

Crowding was three times as frequent among Negro families as among whites.
While the number of white families in crowded housing decreased by 10,000
during the decade, the number of Negro families in crowded housing increased
by 7,000.

The lowest rents were not found in areas where Negroes predominate but rather
in old predominantly white sections.

The number of Negro homeowners more than quadrupled during the census
decade, yet home ownership was still found more than twice as often among
whites as among Negroes.

Almost one-half of all Negro families were in areas certified for redevelopment
compared with less than one-eighth of the white families.

CHANGING NEIGHBORHOODS

Analyses of two changing neighborhoods showed that, in an area of poor
housing in which Negro households increased, housing quality deteriorated; in
a second area of substantially good housing, quality improved simultaneously
with an increase in the proportion of Negro families.

NEGROES IN THE PHILADELPHIA METROPOLITAN AREA

Eighty-five percent of the total Negro population increase in the Philadelphia
standard metropolitan area occurred in the city, and 15 percent in the suburbs;
4 percent of the total increase in white population occurred in the city and 96
percent in the suburbs.

While the ratio of Negroes in the city increased from 13.1 percent in 1940 to
18.3 percent in 1950, in the 7 suburban counties, the ratio remained the same,
6.6 percent. When the 2 cities, Camden and Chester, are excluded, the ratio
of Negroes in the 7-county area shows a decrease from 5.6 percent to 53 percent.

The Negro population increase was mostly absorbed in places which had had
a substantial Negro population for a long time.

NONWHITE POPULATION IN 18 METROPOLITAN AREAS

As in Philadelphia, the increase in white population in the 18 largest cities
and their metropolitan areas was predominantly suburban, while the increase
in nonwhite population occurred mostly in the cities.

In all but one of the country's 18 largest cities, the percentage increase was
higher for the nonwhite than for the white population within the city proper.

NEW PRIVATE HOUSING AVAILABLE FOR NONWHITE OCCUPANCY

New private housing available to Negroes in the Philadelphia area since the
end of the war totaled 1,044 dwelling units, while the total private new con-
struction volume was in excess of 140,000 units Nearly all of the new housing
available to Negroes was of small size. Most of it was located in neighborhoods
undesirable on one count or another. One-third was for sale, with small one-
story row houses predominating.
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GROWTH OF PHILADELPHIA'S NEGRO POPULATION

For several decades, Philadelphia's nonwhite' population has been growing at
a much faster rate than the white population. Since the turn of the century
the white population has increased by 38 percent, the Negro population by 492
percent In 1900, Negroes constituted a twentieth of the total population, by
1950 nearly a fifth.

Philadelphia's white population has remained virtually stationary since 1920,
while the Negro population nearly tripled in these 30 years. The white popula-
tion today is smaller than 20 years ago, but the Negro population grew by 70
percent since 1930.

During the past intercensal decade, from 1940 to 1950, Philadelphia's Negro
population increased from 252,757 to 378,968, or 50 percent. The number of
Negro households increased by 35,193 (from 65,492 to 100,685), or 54 percent.
The white population during the same period increased by 0.8 percent, and white
households by 9 6 percent.

Table 1 presents the figures for the white and the nonwhite population for
each census year since 1900, as well as the percentage distribution for both
groups. The population growth by race is graphically shown in figure 1. Table
2 presents the change in numbers as well as percent for each intercensal decade
for both whites and nonwhites.

The largest numerical increase in the nonwhite population occurred during
the 1940 to 1950 decade, but the rate of increase, as expressed in percent, was
higher during the periods from 1910 to 1920 and from 1920 to 1930.

Negro as well as white households increased at a faster rate during the decade
than the population, because the average family today is smaller than 10 years
ago.

The ratio of population to dwelling units for Negroes decreased from 3.9 in
1940 to 3.8 in 1950, while that of the white population declined from 3.8 to 3.5.

TABLE 1.-Population by race, Philaedlphia: 1900 to 1950

White Nonwhite
Year Total ..

number
Number Percent Number Percent

1900 ..... ..-.....---------- ------ 1,293,697 1,229,673 95 1 64,024 49
1910- .-- .. . - .........--------------- 1,549,008 1,463.371 94 5 85,637 5 5
1920 ... ......---- .......------ ---------- . 1,823,779 1,688 10 92 6 135,599 7 4
1930 .... ..--------------------- -- --- 1, 950, 961 1, 728, 457 88 6 222, 504 11.4
1940 -"'" - i. . 1 931,334 1,678,577 86 9 252,757 13 1
1950 ..------------- ------ -- 2,071,605 1,692,637 81.7 378,968 18.3

Source- United States Census, 1910, Supplement for Pennsylvana (contains also 1900 figures); United
States Census, 1920, vol III, Populaton, United States Census, 1930, vol III, Populatlon, pt. 2; United
States Census, 1940, Population, 2d series, Characteristics of the Population, Pennsylvania, United States
Census of Population 1950, 1950, vo II, Characteristics of the Population, ch. 38.

TABLE 2.-Change in the population, by race, Philadelphia, for intercensal
decades: 1900 to 1950

Total increase ' White Nonwhite

Decade
Number Percent Number Percent Number Percent

1900-10 ... . 255,311 19 7 233,698 190 21,613 33.8
1910-20 - --------------- 274, 771 17 7 224,809 15 4 49 962 58 3
192(0-0 -.... -. . 127,182 7.0 40,277 2 4 86,905 64 0
1930-40 ....--- -19,627 -1 0 -49,880 -29 30,253 13.6
1940-50 ...----- 140,271 7.

3  
14,060 .8 126,211 49.9

Source: Table 1.

1Philadelphia's nonwhite population is virtually all Negro; only 2,927 persons were
counted in 1950 under the heading "other races"; this count included 409 Indians, 1,242
Chinese, and 416 Japanese; thus, other races" constitute less than 1 percent of the non-
white population and less than two-tenths of 1 percent of the total population. Wherever
the term "Negro" is used in the following chapters it actually includes the other nonwhites
cited above.
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PHILADELPHIA'S POPULATION BY RACE, 1900-1950
AILLIUIIS OF PEOPLE
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FIGuRE 1

WHEREt DO PHILADELPHIA'S NEGRO FAMILIES LIVEC

Distribution by city sectionsU

The major concentrations of Philadelphia's Negro households are in South
Philadelphia, North-Central Philadelphia, and Weat Philadelphia north of Mar-
ket Street. Although 89 percent of Philadelphias Negro households are found
in these three sectors Table 3 shows the number and the percentage distribution
of Negro households by major city areas. The boundaries of these areas as
well as the percentage of Negro households living in each area are shown on
figure 2.

TABLES 3Distrilistios of nonwhite households by sections 'of the csty,
Philadclphias, 194,0 and 1950

1940 19i0
Section

Numnber Percent Nusber Pereosr

South Piladelphia--------------- 19,444 29 7 23,520 21
North-Ceniral ------------------ 25,720 30 3 44, 407 44 1
Nort Philadelphia i-------------- , 625 2 i ,102 3 2
Kensmigon-Norihem -------------- 700 1 i 1:056 1 0
Garmsntoo,-Roxborough ------------ 2,405 3 7 2,991 3
West Philadelphia, nort ----------- 12,61 1i i 2 21,903 21 7
West Phbiadeiphi, south - ---------- 2.942 4 i 3,6018 3 6

Total ---- -------- - ------ 65,492 100 0 100, 605 too

1 For boundary linet of sections see Bg 2.

Siuirs United Otatea Census, 1940, Population and nousing. Statisie for oaus Tract,, Philadclphf,,
Pa United States Cens., o sI rfapuii, 1950, vol, III, Census Tract Statistics, ch. 42.
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North-central Philadelphia, roughly the area between the two rivers, north of
Market Street to Lehigh Avenue, has become the major area of Negro occupancy
in Philadelphia. South Philadelphia, though gaining in the number of Negro
households, had a decreasing percentage of the city's nonwhite households.

DISTRIBUTION OF NONWHITE HOUSEHOLDS:

SOURCE.U S CENSUS

PREPARED FOR THE PHILADELPHIA
COMMISSION ON HUMAN RELATIONS
BY THE PHILADELPHIA HOUSING
ASSOCIATION

JUNE 1953
FIGURE 2

North-central Philadelphia absorbed most of the total increase of 35,193 non-
white households during the decade, namely 5 percent. West Philadelphia,
north of Market Street, absorbed 26 percent, and south Philadelphia 12
percent In contrast, only 1.6 percent of the increase occurred in Germantown,
4.5 percent in north Philadelphia north of Lehigh Avenue, and 1 percent in
Kensington and the northeast.

Thus, the facts do not sustain the widely held belief that Negroes are finding
homes throughout the city. It is true that the areas of Negro occupancy ex-
panded between 1940 and 1950, but most of the expansion took place in or
adjacent to areas where Negroes already constituted a large part of the popula-
tion. The much discussed occupancy changes in Germantown and in the district
north of Erie Avenue were numerically of small significance
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)ftributian by- wards
SIn 8 of Philadelphia's 52 wards, Negro households outnumbered white in 1950.

They are, in order of proportion of nonwhite households, the 30th, 47th, 32d, 14th,
13th, 44th, 20th, and 24th. In the first 2, nonwhite households represented more
than 75 percent of the total. This is a striking change from 1940 when nonwhite
households had a majority in only 2 wards, the 30th and 47th.

In 11 wards the ratio of nonwhite households declined. With the exception
of the 7th ward, they are all wards with very small ratios to begin with. (See
table 17, appendix.)

The areas of concentration

Philadelphia's Negro population is concentrated in 40 census tracts,' in
which Negro households constitute the majority.'

In these tracts (see the shaded areas on fig. 3) are approximately one-seventh
of the city's households, but nearly two-thirds of the Negro households. Here
are 40 percent of the city's substandard dwelling units, and nearly one-third of
the crowded' dwelling units. (See table 18, appendix.)

The number of dwelling units occupied by Negroes in these areas increased
from 43,686 in 1940 to 66,203 in 1950. Thus nearly 23,000 additional Negro
families moved into these tracts during the decade, or nearly two-thirds of the
city's total increase in Negro families. In 1940, 55 percent of all dwelling units
in these tracts were occupied by Negro households; by 1950 the ratio of Negro
households in these tracts had increased to 76 percent.

The change in these areas was not simply a process of one white family
moving out and a Negro family moving in. While nearly 13,000 white families
moved out, 23,000 Negro families moved in, an increase of 10,000 households.
Some 2,000 public low-rent housing units were newly built and occupied by
Negro families in these areas. This still leaves 8,000 additional families crowd-
ing into the existing houses. With the exception of public housing, no new
housing to speak of was built that could accommodate the population increase.

Nearly two-fifths of the Negro households in these areas occupied substandard
dwellings, that is, dwellings either dilapidated or without essential sanitary
facilities, whereas only about one-fifth of the white families in these areas
occupied substandard housing.

Another group of Negro households, 29,175, was found in 52 census tracts where
the ratio of Negro households exceeded 10 percent but was less than 50 percent '-
the areas outlined in black line on figure 3. This group, together with the one
living in the 40 census tracts having more than 50 percent Negro households,
constituted 95 percent of the Negro households in Philadelphia. The remaining
nonwhite households, 5 percent, were scattered over nearly 200 census tracts.

Thus the overwhelming majority of nonwhite households were concentrated
within 92, or less than one-fourth, of the city's 404 census tracts. Nearly one-
half of all census tracts had small proportions of Negro households; in about
100 of these tracts the ratio of Negro households was less than 0.5 percent;
almost one-third of all tracts had no nonwhite households at all.

Negro households decreased in 109 tracts, mostly by small amounts, for a
total decrease of 1,000 households. More than half of the decrease, 585 house-
holds, was concentrated in 7 South Philadelphia tracts. These decreases were
largely due to the demolition of dwellings. There were scattered decreases in
nearly 100 tracts. The 1950 percentages of Negro households in each census
tract are shown in figure 4.

1There are 404 census tracts in the city. The census tracts are small areas into which
the Bureau of the Census divides the city for statistical purposes. They are in most cases
subdivisions of wards.

2Tracts with less than 100 dwelling units were omitted.
SMore than one person per room, the room count including kitchens, but excluding

bathr oms.
STracts with less than 100 dwelling units were omitted.
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FIGUEE 4

Most Negro families and many whites live in mixed blocks

Although most Negro families lived in areas where they constituted the majority
of all families, it is also true that most of them lived in blocks occupied by both
white and nonwhite families. Only 12 percent of the Negro households were in
blocks occupied exclusively by Negroes. The highest number, 2,454, as well as
ratio, 33.7 percent, of Negro households in blocks entirely occupied by Negroes
were found in the 30th ward in south Philadelphia (see tables 19 and 20,
appendix). But even in this ward where Negroes outnumber whites 10 to 1,
two-thirds of them lived in mixed blocks,'

5The term "mixed block" covers a wide variety of situations, including, for example,
an all-white block in an all-white area with a Negro janitor or watchman residing in an
apartment house or commercial establishment; or a white businessman living at his or
close to his place of business in an otherwise all Negro area; a "chaining" block into
which a few Negro families have just moved; a block, virtually all Negro, in which a few
whites have remained; transition areas in which whites are gradually disappearing; or
truly mixed neighborhoods where the pattern Is rather stable.
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The majority of the white households were in all-white blocks, but a rather
substantial proportion, nearly one-fourth, were in mixed blocks.

Compared with 1940, the number as well as the ratio of Negro households in
all-Negro blocks has increased, the number from 3,674 to 12,476, and the ratio
from less than 6 percent to slightly over 12 percent. As to the white households
living in mixed blocks, the ratio declined slightly, from 23 5 percent in 1940 to
22.4 in 1950, though the number increased from 103,840 to 108,513 (see tables
19 and 20, appendix).

In 1950, Negroes lived in 3,912 city blocks, or 30 percent of the 13,085 resi-
dential blocks in the city In 1940, Negroes had lived in 3,446 blocks, or 28
percent of 12,210 residential blocks. Thus, during the 10-year period, housing
became available to Negro occupancy in 466 additional city blocks At the same
time, the total number of residential blocks increased by 875 blocks, and the
number of blocks exclusively occupied by white families increased by 409. The
proportion of city blocks entirely occupied by Negroes, or blocks where Negro
households are in the majority, increased from 11 percent in 1940 to 14 9 percent
in 1950, while the ratio of mixed blocks where whites predominate decreased
from 17 2 percent to 15 percent. Blocks entirely occupied by whites increased
in number, but their ratio declined slightly from 71.8 to 70.1 percent (see
table 4).

The average number of nonwhite families per mixed block increased sharply
from 18.6 to 24 6 families, while the average number of white families per mixed
block declined slightly from 312 families to 30.2 families

Table 5 shows the distribution of blocks in which nonwhite families live by
the percentage of nonwhite occupancy for 1940 and 1950. The number of blocks
with over 40 percent nonwhite occupancy has increased in all ranges; blocks
with more than 90 percent nonwhite households have increased the most.

The 1950 distribution pattern shows that there were 460 more blocks with over
90 percent Negro households than in 1940, a 90-percent increase in blocks of
high concentration.

TABLE 4-Residerntal blocks, by type of racial occupancy, Philadelphia-1940
and 1950

Residential blocks

Type of occupancy 1940 1950

Number Percent Number Percent

Nonwhite households only-.-- - .--------- --- 124 1 0 320 2 5
Nonwhite households Dredommnantly ..-...----. 1.227 10 0 1,627 12 4
White households predominantly ----........... 2,095 17 2 1,965 15 0White households only.... --I------------ 8,764 71 8 9,173 70.1

Total ---... ...---------- .. ...-.. ......-.... 12,210 100 0 13,085 100 0

Source United States Census, 1940, Housie, Supp. to the 1st series, Philadelphia, Block Statistics:
United States Census of Housmg 1950, vol 5, Block Statistics, pt. 143.

The trend of the 10-year period as discernible from these figures may perhaps
be interpreted as follows: Larger areas of the city are becoming all or nearly
all Negro, as is indicated by the almost doubling of the number of blocks in
which Negroes constitute a more than 9-to-1 majority Previously all-white
blocks are beenming mixed blocks, as is indicated by the 466 additional blocks
now having Negro households. Whiles ale moving into newly developed areas
with the number of all-white blocks increasing by 409, and relatively fewer
white families live in mixed blocks than a decade ago. More Negroes are now
living in predominantly nonwhite blocks than before

The process of dispersion indicated by the increase in the number of blocks
In which Negroes live, is counteracted by the process of concentration indicated
by the increase in the number of blocks in which Negroes predominate and the
decrease in the number of blocks in which they constitute the minority.
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TABLE 5.-Blocks containing nonwhite households, by percentage of nonwhite
households, Philadelphia: 1940 and 1950

Blocks

1940 1950

Number Percent Number Percent

Percent nonwhite households m block
90 handover -........... -------.. --- 509 14 8 969 24 8
80 to 89 ----......- ... ---- 306 8 9 355 9 1
70 to 79--..-..-...-..-..-. -------------. 196 5 7 214 5
60 to 69 ------........ ...-...bO. .... ----- 155 4.5 194 4 9
.50 to 59-. --..-..........-.-.. - ................... 185 5 3 215 5 5
40 to 49.--. -----..... ..--- - ..... ..... . 175 5 1 211 5 4
30 to 39- - -............... . -...--- 246 71 223 5 7
20 to 29---.......-........--------------..... 273 79 263 6,.7
10 to 19---.. -----------........ 292 5 310 7 9
Under 10---.. .. ..... .-- ........... ....... . 1,109 32.2 958 245

Total.... ..... ...- ... -----........ 3,446 100 3,912 100.0

Source Umted States Census, 1940, Housing, supp. to the 1st series, Philadelphia, Block Statistics;
United States Census of Housing, 1950, vol V, Block Statistics, pt. 143.

Negro households in redevelopment areas
Nearly one-fifth of Philadelpha's households are in the 17 areas certified for

redevelopment. Almost one-half of all Negro households are in such areas,
compared with less than one-eighth of the white households.

In 5 redevelopment areas, Temple, Poplar, Mill Creek, Powelton, and South-
west Central, the percentage of Negro households ranges from 56 to 84 Al-
together, 36,000 Negro households are in these areas (36 percent of all Negro
households in Philadelphia) compared with 19,000 white households (or 4
percent of all white families). (See table 6.)

TABLE .- Dwelling units occupied by nonwhite persons in redevelopment areas,
Pheltdelphia: 1950

Total Occupied by nonwhite
Redevelopment area dwelling

units Number Percent

A. Arammngo - ....------- ------------------ 1,946 252 12 9
B. Lehigh ... - -.-- --- . ------------ ---- 6,276 1,203 239
Srenple ................ - ----- 1,647 9,334 561

D. Poplar ...---------------- 8,602 5,075 59 0
E Mill Creek -....----.-- - -.. ------------- 4,975 3,569 71 7
F Powelton -....... .---------- ---- - -------- 14,410 9,000 62 5
G U versty .-------- -- ------ 4,249 545 128
H Southwest central -....--.- --------------------- 1 305 9,507 84 1
I Pssyonk Squaore ..-------------------- ----- 2,400 86 3 6
J Southeast central ......------ --------------- 1, 095 4, 610 41 6
K. Old city 1,------------------735 360 29 7
L. Trangle 0-- . . .. .. -- u-----------632 34 54
M Eastwicek --........ - --- ---------- 4,509 984 21 8
N North central...........----------- ---------- 4,084 1,339 32 8
O Fairmount .... -------- 10337 1,812 17 5
P Lombard.......-...- --------------------- 3,620 703 200
Q Rittenhouse-Oermantown--- ---------------- 298 128 43 0

Total ...--------------------- ------- 1 107,020 48,841 45 6

Sources Philudelphia City Planning Commssion for Boundaries of Areas United States Census 1950 for
Dwelling Unit Data (Block and Tract Statistics)

The concentration of Negro families in redevelopment areas in general and
those where action can be expected in the foreseeable future in particular, is
an important point to be considered when questions of slum clearance and re-
location are discussed. Inasmuch as Negroes have limited access to the housing
market, dislocation of large numbers of Negro families may result in new
concentrations in other areas Unless sufficient suitable housing is provided
for dislocated families, redevelopment may result in a decrease in the total
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living space available to Negroes or to a further reduction in the quality of
their housing.

HOW DO PHIIADELPHIA'S NEGROES LIVE?

The housing occupied by Negroes is, on the average, of poorer quality than
that occupied by whites. A much higher proportion of Negroes than whites live
in housing that is substandard on one count or another; housing occupied by
Negroes is older than that occupied by whites; a higher proportion of Negroes
live in apartments; there are relatively fewer homeowners. However, the
lowest rents do not correlate with Negro occupancy, but prevail instead in older
areas which are predominantly white. (See figs. 4 to 10.)

The census measurements of housing quality-dilapidation, lack of sanitary
facilities, crowding-only record the physical aspects of the individual dwell-
ing unit, and in a crude fashion at that. They give no indication of neighbor-
hood conditions, overcrowding of structures on the land (as distinguished from
crowding of people in the dwelling), absence of play areas, narrow, noisy,
dangerous streets, and proximity of industrial uses All these factors affect
the quality of housing as much as the soundness of the structure and its
equipment. The Philadelphia housing quality survey of 1949 appraised neigh-
borhoods, as well as housing, in certain areas of the city, and by and large, it
appears that poor housing and deplorable neighborhood conditions go hand in
hand.

While many white families live in inadequate housing, their number is
decreasing and the white slum as a mass phenomenon is disappearing; sub-
standard housing occupied by whites is scattered rather than concentrated.
As the European immigrants who crowded the older sections of the city 40
years ago moved up the social and economic scale, many of them sought better
housing, and the more recent immigrants, Negroes from the South, took their
place.

1

That the Negro in turn will move into better neighborhoods when given the
opportunity seems borne out by the current movement into more desirable resi-
dential neighborhoods.

The poor quality of housing occupied by Negroes is often attributed to dis-
criminatory practices which result in the concentration of Negroes in the older
sections of the city. On the basis of the available statistical data this contention
can neither be proved nor disproved. It is impossible to separate the results of
discrimination from the results of low incomes. While it is likely that free ac-
cess to the total housing market would result in improved housing conditions
for Negroes, it is certain that their housing problems will not be solved so long
as there are not as many decent dwelling units in the city as there are families,
white and Negro. As long as the income structure of the white and nonwhite
segments of the population differs to the disadvantage of the nonwhites, Negroes
are likely to live in poorer housing than whites. An adequate overall supply of
good housing is an indispensable prerequisite for the solution of the Negro hous-
ing problem, even if there were no discriminatory practices at all.
Crowding and doubling up

Crowding, as expressed by the number of persons per room (including kitchens
but excluding bathrooms), is three times as frequent among Negro households
as among white. No less than 22 percent of all nonwhite households were oc-
cupied by more than 1 person per room, while only 7.3 percent of the white
households lived under similarly overcrowded conditions. (See table 8.) Since
1940, the total number of housing accommodations occupied by more than one
person per room has decreased slightly. But, while there were nearly 10,000
fewer white households in crowded housing, the number of Negro households
in crowded housing increased by over 7,000. In 1940, Negroes occupied 24 per-
cent of the crowded housing; by 1950 they occupied 38 percent of it. (For the
distribution of crowded housing in the city see fig. 5.)

1 In 1910. 24.8 percent of Philadelphia's population were foreign born and 5.5 percentwere nonwhite By 1950, the foreign born constituted only 11.2 percent of the popula-tion, but the nonwhite segment had grown to 18.3 percent.
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Doubling up, that is the sharing of 1 dwelling unit by 2 or more married cou-
ples (with or without children), is more frequent among Negroes than among
whites, though not to the same degree as room crowding. Fourteen percent of
the Negro married couples had no households of their own in 1950, as compared
with less than 10 percent of the white married couples. The 1950 situation can-
not be compared with conditions in 1940 because the census data are not com-
parable. (See table 7.)
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TABLE 7-Married couples without own household, by race, Philadelphia, 1950

Total White Nonwhite

Married couples......--- --------- 460,420 393, 250 67,170
Without own household - -- --- 47,855 38,395 9,460
Percent------------------------------- ------------- 10 4 9.8 14 1

i See footnote 2, table 8.
Source United States Census of Population, 1950, vol. III, Census Tract Statistics, ch 42.

Ddapdation and sanitary facilities
The difference in the quality of housing occupied by white or Negro families

is indicated by the fact that the proportion of Negro households in substandard
housing (i. e., housing dilapidated or lacking essential sanitary equipment) was
more than four times as large as the proportion of white families living under
such conditions. Eight times as many Negro households as white, proportion-
ately, lived in housing that was dilapidated; Negro families go without private
bath three times as often as do whites (see table 8). For the distribution of
substandard housing in the city, see figure 6 While Philadelphia as a whole
experienced some improvement in housing during the 1940-50 decade, the hous-
ing situation of Negroes worsened if measured in absolute figures. The number
of white families living in substandard housing declined from 56,987 in 1940 to
36,642 in 1950, but the number of Negro families living in substandard housing
increased from 26,348 in 1940 to 33,471 in 1950.

The 9,941 white families living in dilapidated structures in 1950 are only some-
what more than half the whites in structures needing major repairs in 1940. On
the other hand, there are now 15,941 nonwhite families in dilapidated structures,
almost 4,000 more than the 12,294 in structures needing major repairs in 1940
(see table 21, in appendix, and fig. 7). It should be noted that the 1940 and 1950
census data on the structural quality of dwelling units are not strictly compar-
able. The 1950 definition "dilapidated" is more restrictive than the 1940 defi-
nition "in need of major repairs " It is, therefore, likely that the seeming im-
provement in living quality is, at least in part, a result of a changed definition
rather then of real improvement.

SUBSTANDARD HOUSING IN PHILADELPHIA 1940 AND 1950

oa LAPOATEo 1 m PRIvI T E ears

NONWHITE WHITE

occuPIED owELLIu. UITS OCcuPIED OIIELLING UITs

II n 00o 0 n o 0 i 00 , n a 000 00 o iio m n i00lI i 1 I

1 940

FIGURE 7

'In the defnition of the census, a dwelling unit is dilapidated "when it is iundown or
neglected, or is of inadequate original construction so that it does not provide adequate
shelter or protection against the elements or it endangers the safety of its occupants "
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Percentagewise, the housing situation of Negroes improved during the decade.
Seventeen percent of the Negro families lived in dilapidated structures in 1950, a
decrease from the 21 percent found in structures needing major repairs in 1940.
In 1950, 35 percent of the Negro families lived in housing either dilapidated or
having no private bath, while the proportion was 45.4 percent in 1940. But the
improvement shown by the percentage figures is substantially less for Negroes
than for whites. The ratio of whites living in dilapidated structures or having
no private bath was cut nearly in half during the decade; the ratio of Negroes
living in substandard housing declined too, but only by one-fourth from the
1940 level.

Of the substandard housing 32 percent was occupied by Negroes in 1940; in
1950 the percentage had increased to 46 (see table 21, appendix). The distribu-
tion of white and nonwhite families in substandard housing is shown in figure 7.

Homeowners and renters
Of the 100,685 dwelling units occupied by Negro families in 1950, 29,439 were

occupied by owners, and 71,246 by renters. Negro homeowners more than quad-
rupled during the 1940-50 decade; and in 1950, 3 out of 10 nonwhite families
owned their homes compared with only 1 in 10 in 1940. Yet home ownership
is still more than twice as often found among whites as among Negroes (see
table 8).

The number of Negro renters increased by 21.2 percent during the decade,
while the number of white renters decreased by 26 percent. Only 7 out of 10
nonwhite families rented in 1950 compared with 9 in 10 in 1940 (see table 22,
appendix). For the distribution of owner-occupied dwelling units in Philadel-
phia see figure 8. Average rents for the city are shown in figure 9.

TABLE 8.-Characteristics of dwelling units occupied by white and nonwhite
persons, Philadelphia, 1940 and 1950

[Percent of dwelling units occupied by white and nonwhite persons having certain characteristics]

1940 19501
Characteristic of dwellmg unit

White Nonwhite White Nonwhite

Needing major repairs (1940), dilapidated (1950) .--- 4.1 21 2 2 1 16
Lacking private bath .... 10.0 24 2 61 184
Needing major repairs (dilapidated) and/or no private

bath...---------------- -------.. 14 1 45 4 82 35 2
Owner-occupied-...---.--------------. ....... 43.1 102 61 7 29 2
More than 1 person per room------------ - 10 3 22.4 7.3 22.0

1 The 1950 data m this table are subject to revision. As yet citywide data on housing characteristics are
not available by race However, in the "tract statistics" the characteristics are given for nonwhites for all
tracts having more than 250 nonwhite persons The city totals for dwelling units occupied by nonwhites
and having certain characteristics were compiled by adding the data for these tracts. The city totals for
dwelling units occupied by whites having the same characteristics were arrived at by subtracting the figure
for units occupied by nonwhite from the total occupied units having those characteristics This introduces
an element of error. Actually 99 percent of Philadelphia's nonwhite households are contaied in those
tracts, but final figures, f and when published by the census, are bound to show slight differences from the
figures presented here.

S1940 and 1950 data on condition are not strictly comparable because of change in definition used by the
census. The definition "dilapidated" used in 1950 isa regarded as less inclusive than the 1940 definition
"in need of major repairs."

Source United States Census 1940, Housing, vol. II, General Characteristics, Pennsylvania.
United States Census of Housing, 1950, vol. I, General Characteristics, ch. 38.
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OWNER OCCUPANCY. 1950
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AVERAGE MONTHLY RENTS, 1950
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FIGURE 9

CHANGING NEIGHBORHOODS-TWO EXAMPLES

There exists a widely held belief that the quality of housing deteriorates
whenever Negroes move into an area. Observations in some sections of the cityseem to substantiate this belief, but in other areas the change from white to
Negro occupancy appears to have been accompanied by an improvement in thequality of housing.

Two areas in the city in which Negro households had substantially increased
during the 1940-50 decade, were made the object of a more detailed analysis.One is census tract 32A, an overcrowded slum in the Temple redevelopment
area: the other Is the "Nlcetown" area, a neighborhood of old but substantiallygood housing

More data could be obtained on tract 32A because it is a single census tract.The "Nicetown" area, on the other hand, is composed of parts of two census
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tracts; this necessitated the use of block statistics which are more limited in
scope than tract data.

The analyses show that in the one area (32A) housing quality deteriorated,
while in the "Nicetown" area housing quality improved

Census tract 32A-the story of a deteriorating neighborhood
This eight-block tract, bounded by Susquehanna Avenue, 11th Street, Mont-

gomery Avenue, and 13th Street, in the backyard of Temple University, is an
area of high Negro concentration Its total population is nearly 10,000 persons.

The houses in the tract were virtually all built before the turn of the century.
Exactly 11 new structures have been erected since 1900, 9 between 1900 and
1920, and 2 between 1920 and 1930. But many of the structures, originally in-
tended for one family, have been converted to multifamily occupancy.

The population more than doubled in the last 40 years, from 4,726 in 1910 to
9,751 in 1950. The number of dwelling units doubled in 20 years, from 1,514 in
1930 to 3.059 in 1950, although no new houses were erected during this period.

Today, tenants outnumber owners 10 to 1, while in 1930, more than one-fourth
of the dwelhng units were owner-occupied.

The change in the character of the area is indicated by the change in the
rental structure. In 1930, this was an area of fairly high rents with nearly two-
thirds of the tenants paying more than $30 per month (thus the average rent
was in excess of $30, though the exact amount cannot be determined on the
basis of the available data) In 1940, less than one-tenth of the tenants paid
rents over $30, and the average had dropped to $20.87. In 1950, nearly one-half
of all tenants paid over $30: the average was $30.15, a 44.5-percent increase over
1940. However, due to the increase in the number of rental dwellings (with no
corresponding decrease in the number of owner-occupied units), and, probably
because of frequent violations of rent ceilings, the annual take increased from
$524,171 in 1940 to $962,750 in 1950, or by 83 7 percent).'

Crowding, as measured by the number of persons per room, has increased
substantially during the last decade. In 1940, there were 571 dwelling units,
or 1 in 4, that had more than 1 person per room, by 1950, this figure had in-
creased to 1,0"4, or more than 1 in 3 (the citywide figure is 1 in 10).

Housing quality is poor. Nearly three-quarters of all occupied units are either
dilapidated or lack essential sanitary equipment. The census reported 1,743
substandard dwellings in 1940; by 1950 the figure had increased by 379 to 2,122.
It is likely that most of the 403 dwelling units added during the decade lacked
essential facilities At any rate, the fact that the figures for additional dwelling
umts (403) and additional substandard units (379) are very close, points m
that direction.

Incomes in the area are low. The median of $1,653' reported for 1949 for
the area compares with a median of $2,869 for the city. Nearly three-quarters
of the reported incomes are under $2,500, and 86 4 percent are under $3,000.

The area is almost exclusively inhabited by Negroes. Twenty years ago, the
majority of the population was white (56.8 percent). By 1940, the white seg-
ment had declined to 37 7 percent: by 1950, there were only 260 white persons
left, or 27 percent

TABLE 9-Population and housing data for census tract 32A-Philadelphia:
Selected years

[Boundaries Susquehanna Ave, llth St, Montgomery Ave, 13th St ]

A POPULATION BY RACE 1910-50

White Nonwhite

Year Total
Number Percent Number Percent

1910 --------------------------- - 4,726 ( ( (
1920 ..-...-.. ..- . ) 0 0) ( (
1930 ------------------------- ,944 3,376 6.8 2,568 43.2
1940 i -..........-------------------- 7,437 2,802 37 7 4,635 62 3
1950..- ------------ --- 9,571 260 27 9, 11 97.3

1 
Not available.

1 The rent take from the area was calculated by multiplying the average monthly rent
by 12 and by the number of tenant-occupied dwelling units.

2 This figure pertains to "families and unrelated individuals" and represents income
before taxes.
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TABLE 9-Population and housing data for census tract 32 A-Philadelphia:
Selected years-Continued

B. SELECTED HOUSING CHARACTERISTICS: 1930-50

All dwelling unlts ..- ------
Occupied ---------......----
Vacant --- ----

Occuped dwelling units -
Occupied by white..--------
Occupied bynonwhite --

Owner occupied.. ---------
White owners-------------
Nonwhite owners ---------

Tenant occupied---------
White tenants.---------
Nonwhite tenants -----------

More than one person per room..
Occupied by white-------
Occupied by nonwhite .....

Dilapidated or no private bath
Occupid by white.----
Occupied by nonwhite------

1930
(number)

1940

Number Percent

2,656 100
2,315 87 2

341 12 8
2,315 100

987 42 6
1,328 57 4

222 100
130 58 6
92 41 4

2,093 100
857 41 0

1,236 59 0
571 100
368 64 4
203 35 6

1,743 100

864 49 6

1950

Number Percent

3.059 100
2,950 964

109 3 6
2,950 100

114 39
2,836 961

289 100
28 97

261 903
2,661 100

2,575 968
1,024 100

15 1 5
1,009 98 5
2,122 100

1,993 93 9

C RENT RANGES OF TENANT-OCCUPIED DWELLING UNITS 1930-50

1930 1940 1950

Monthly lent
Number Percent Number Percent Number Percent

Under $10...... .-- ... .--- ..- 34 16 1 ()
$10 to $20 ...-....-- 33 36 635 30 4 126 48
$20 to $30 .....-..... - . - 297 31 8 1,236 59 2 1,245 472
$30 to $40...47. 159 76 919 349
$40 to $50_ . 4 0 S 14 .7 259 98
$50 to $75 ---.. 5 13.. ---- 4115 12 3 9 4 78 30
$75 and over ........ .... 17 1 8 3 1 7 .3

Total reporting........ 933 100 0 2,090 100 0 2,635 100 0
Not reporting ............ 46 ----------- 3 -------- 26

Total --- ..- 979 ... 2,093 .......... 2,661 .....
Average monthly rent...--- (1) $... 20 87 ..... . $30 15 ...

D. INCOMES OF FAMILIES AND UNRELATED INDIVIDUALS. 1949

Famhles and individuals
Incomes

Number Percent

Less than $500 -..-.-..
$500 to $1,000 ....--....
$1,000 to $1,500 ..--...
$1,500 to $2,00--..
$2,000 to $2,500..--......
$2,500 to $3,000 ...........--
$3,000 to $3,500 .......-- ..
$3,500 to $4,000 ....-......
$4,000 to $5,000 .....------.
$5,000 and over .-.... .

620
510
495
490
485
470
200
120
85
75

17 4
14 4
14 0
13 8
13 7
13 2

56
34
24
21

Reporting income... ------------- 3, 550 100 0
Not reporting income ------....-------- ------- - 170

Total ...... -------------- 3,720
Median income, $1,653. 3 ,70 - -. --

I Not available.
1940 m need of major repars or no private bath.

a Less than 0 05 percent
Sources For 1940 and 1950 United States Census, Statistics for Census Tracts, for 1910 and 1930 (prior

to publication of tract data by the census) photostatic copies of tract and enumeration district sheets pre-
pared by the Census Bureau and owned by the Philadelphia Housing Association
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THE NICETOWN AREA, A NEIGHBORHOOD ON THE UPGRADE

In this triangular area, bounded by Erie, Germantown, and Hunting Park
Avenues, Negro households increased substantially during the last census de-
cade. To all appearances, if not all statistics, the area which was predominantly
white in 1940 has become a Negro area. It is separated from the North-Central
Philadelphia area of Negro concentration (see p. 6) by a strip between Erie and
Lehigh Avenues, where the population is almost entirely white, though the transi-
tion is now extending southward from Erie Avenue

The number of households in the area increased from 1,864 in 1940 to 1,898 in
1950, or 2 percent Negro households increased from 357 in 1940 to 1,004 in 1950,
or 181 percent. Thus, Negro households, less than a fifth in 1940, were in the
majority in 1950. In the 3 years since the census, it appears there has been a
further increase in the number of nonwhite households.

In 1950, homeowners, 1,153, exceeded tenants, whereas in 1940 there had been
more tenants, 1,114, than on ners The increase in homeownership was 54 percent.

The ratio of substandard housing in 1940 was 329 out of 1,864 dwelling units,
or 17 7 percent, about the same ratio as prevailed in the entire city. By 1950,
substandard housing had been reduced to 142, or 7 5 percent, less than half the
1940 figure, and considerably below the citywide figure of 12 4 percent.

TABLE 10-Housing characteristics of the icetown area, Philadelphia: 1940
and 1950

[Boundaries Erie, Germantown, and Hutmng Park Aves ]

1940 1950 Change

Number Percent Number Percent Number Percent

Occupied dwelling units ................ 1,864 100 1,898 100 +34 +1.8

Owner-occupied... ................ 750 40 2 1,153 60 7 +403 +53.7
Tenant-occupied -...... 1,114 59 8 745 39 3 369 -33

Occupied by white.......-..-.-..... --- 1, 80 8 894 47 1 -613 -1 -40 7
Occupied by nonwhite..-- ------ 357 19 5252 9 +647 +181 2
Dilapidated I or no pnlvate bath.......... 329 17 7 142 75 -187 -56 8

1 1940 in need of major repairs.

Source Umted States Census, 1940, Housing, Supplement to the 1st Series, Philadelphia, Block Stats-
tics United States Census of Housmg 1950, vol V, Block Statistcs, pt. 143 The table was computed by
adding the figures for each block in the area.

NEGROES IN THE PHILADELPHIA METROPOLITAN AREA

The Negro population in the 8-county Philadelphia standard metropolitan
area-that is, Philadelphia plus Delaware, Montgomery, Bucks, and Chester
Counties in Pennsylvania, and Burlington, Camden, and Gloucester Counties in
New Jersey-constituted 13.2 percent of the total population in 1950. In 1940,
the ratio was 10 5 percent.

The Negro population in the area grew from 336,843 in 1940 to 484,644 in 1950,
or 43.9 percent. This compares with a growth in the white population from
2,862,794 in 1940 to 3,186,404 in 1950, or 11.3 percent (See table 11.)

In 1950, nearly four-fifths (782 percent) of the area's Negro population lived
in Philadelphia, and slightly more than one-fifth (21.8 percent) lived in the sub-
urban counties. The white population, in contrast, was much more evenly
divided between city and suburbs, with 53 percent living in the city and 47 per-
cent in the suburbs.

Of the area's total population increase of 471,411 persons during the decade,
30 percent took place in the city, and 70 percent in the suburban counties. Of the
increase in the Negro population, however, 85 percent occurred in the city, and
only 15 percent in the outlying sections: the white increase was predominantly
(96 percent) in the suburbs, and only 4 percent in the city (See tables 32 to
37, appendix.)

The ratio of Negroes in the city increased from 13.1 percent in 1940 to 18 3
percent in 1950. In the 7 suburban counties, the ratio of Negroes remained the
same, 6.6 percent. (See table 11.)
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In the 3 major cities, Philadelphia, Camden and Chester, the Negro popula-
tion grew from 275,481 to 410,416, or from 13.1 percent in 1940 to 18.1 percent in
1950. In the rest of the area there was a numerical increase in the Negro popu-
lation from 61,362 to 74,228, but a decline in the ratio from 5.6 percent to 5.3
percent. (See table 12.) In other words, the Negro population increase was
concentrated in the urban parts of the area.

TABLE 11.-Population by race, inside and outside Philadelphia, Philadelphia
standard metropolitan area: 1940 and 1950

[Philadelphia standard metropolitan area]

1940 ..... .....................---------- -
1950 ...---- -----... ..........--....---..---

Increase .. ..... .. .....
Percent increase....------- ------

Philadelphia-

1950......---------------

Increase -.. -~..--.....---------
Percent increase....-----------------

7-county area, outside Philadelphia
1940 -........------------------
1950 ..---................---------------.-

Inrease ----...-----..--- --------..
Percent mcrease---....-----...--------------

Total

3,199, 637
3,671,048

471,411
14 7

1,931,334
2,071,605

140,271
73

1,268,303
1,599,443

331,140
26 1

White

Number Percent

2,862,794 89.5
3,186,404 868

323, 610 ...-
11 3----

1,678 577 86 9
1,692.637 81 7

14,060-----
8 -- -- -

1,184,217 93 4
1, 493, 767 93 4

309,550 ..- ..-..
26 1 .

Nonwhite

Number Percent

336,843 105
484,644 13.2

147,801----
43 9-----

252,757 13 1
378,968 183

126 211
49 .------....

84,086 66
105,676 66

21,590
25 7-

Source. United States Census of Population, 1950, Advance Reports, series PC-9, No 6 and series
PC-14, No. 1

TABLE 12.-Population by race, in urban centers and balance of area, Philadelphia
standard metropolitan area: 1940 and 1950

1940 1950

Number Percent Number Percent

Philadelphia standard metropolitan area
Total. .....-..--.. - ---------------- 3,199,637 100 3,671,048 100

White..-......--..... ----- 2,862,794 895 3,186,404 868
Nonwhite ..-- --------...------ 336, 843 10 5 484,644 13 2

Philadelphia, Camden, and Chester, cities of:
Total........--- ------ ------ 2,108,155 100 2,262, 199 100

White . .--------------------- 1,832,674 86 9 1,851,783 819
Nonwhite .. --. --------------- 275,481 13 1 410,416 18.1

Balance of area:
Total-.. --- ....---.-- ---- 1,091,482 100 1,408,849 100

White .... --------------...-.- 1,030,120 94 4 1,334,621 94.7
Nonwhite ------------------ 61,362 5 6 74,208 5 3

Source: United States Census of Population, 1950, Advance Reports, series PC-14, No. 1.

The seven counties

The Negro population of all 7 outlying counties increased during the decade
between 1940 and 1950. In terms of population ratios, however, only the three
New Jersey counties experienced an increase. In Bucks County, the ratio
remained the same, while in the three remaining Pennsylvania counties, Chester,
Delaware, and Montgomery, there was a decrease in the ratio of Negro popula-
tion. (See tables 2 and 24, appendix.)
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The number of dwelling units occupied by Negroes increased in all 7 counties,
but the ratio of dwelling units occupied by Negroes decreased in 5 counties.
The ratio remained unchanged in Camden County and in Bucks County, which
had the lowest of all. (See table 13.)

TABLE 13-Dwelling units occupied by nonwhite persons, by counties, Philadel-
Philadelphia standard metropolitan area: 1940 and 1950

1940 1950
Increase in
dwelling

County Occupied Occpied by nonwhites Occupied O d by nonwhites units occu-Ocuped Occupied pied bydwellmg dwelling nonwhit
uimts Number Percent umts Number Percent

Philadelphas .. 506, 980 65, 492 12 9 584, 698 100,685 17 2 35,193
Bucks ----... . 28,112 424 1 5 40,714 609 1 5 18
Chester......... 33,046 3,013 9 1 40,386 3,098 77 85
Delaware ---.. 80,057 4,994 6 2 114,002 6,761 5.9 1,767
Montgomery .. 71,142 2,353 3 3 93,971 2,613 2 8 260
Burlington ..... 24,785 1,555 6 3 32, 913 1,794 5 5 239
Camden........ 67,480 4,485 6 6 84,743 5,582 6 6 1,097
Gloucester ... 19,429 1,644 8 5 26, 302 2,137 8 1 493

Total...... 831,031 83,960 10 1 1,017,729 123,279 12 1 39,319

Source United States Census, 1940, Housing, 1st series, Data for Small Areas, Pennsylvania; United
States Census of Housing, 1950, vol I, General Characterstics, chs. 30 and 38.

The ratios of Negro-occupied dwelling units to total occupied units are lower
than the ratios of Negro population to total population for the metropolitan
area as well as for each of the seven counties. (See table 14.) This would
appear to indicate that there are more persons on the average in Negro house-
holds than in white, although the proof depends on factors that cannot be
isolated in the presently available material The average Negro family may be
larger than the average white family; the proportion of persons living in in-
stitutions may be higher among Negroes than among whites; there may be more
doubling-up; and the practice of taking roomers and boarders may be found more
frequently in Negro than in white households Also, resident domestic servants
appear under the population heading, but do not appear in the dwelling unit
column unless they occupy a separate dwelling unit.

TABLE 14.-Percent nonwchite po,4tfion and Ilonwhite households, bly counties,
Philadelphia stteindrdl nmtropolitan area, 1940 and 1950

n House- House-
Population h Population ho

County - _ County

1940 1950 1940 1950 1940 1950 1940 1950

Philadelphia....... 13 1 18 3 12 9 17 2 Burlington.......---------- 71 6 63 55
Bucks. . 18 18 15 15 Camden---- - 72 81 66 66
Chester ..----- 9 6 9 5 91 7 7 Gloucester ... 9 4 9 5 85 81
Delaware ......... -- 74 7 1 62 59 -
Montgomery.. --..-. 50 43 33 28 Total.. 10 5 13 2 101 12 1

1 Percent of occupied dwellng units

Source United States Census, 1940, Population, 2d series, Characteristics of the Population, Pennsyl-
vama and New Jersey, United States Census of Population, 1950, vol II, Characteristics of the Population,
pts 30 and 38, ch. B; United States Census, 1940, Housing, 1st series, Data for Small Areas, Pennsylvanima
aNew Jersey; United States Census of Housing, 1950, vol I, General Characteristics, chs. 30 and 38.

Bucks County
Bucks County has the lowest proportion of nonwhite households of any

of the counties in the Philadelphia metropolitan area. Of the 40,714 occupied
dwelling units only 609, or 1.5 percent, were occupied by Negroes in 1950. This
is the same ratio as prevailed in 1940, when 424 of a total 28,112 occupied dwelling
units were occupied by nonwhites.

The Negro households are predominantly located in four municipalities:
Bensalem, Bristol Borough, Bristol Township, and Falls Township. More than



576 INVESTIGATION OF HOUSING, 1955

one-half (54.1 percent) of the county's Negro households were located in these
communities which contained only one-fourth of the total dwelling units in
the county.

The proportion of dwelling units occupied by Negroes in these 4 municipalities
increased from 2.0 percent in 1940 to 2.9 percent in 1950; in the other 50 muni-
cipalities in the county the ratio dropped from 1.2 percent to 0.9 percent during
the census decade. The largest number, 117, as well as the highest ratio of
nonwhite households, 11.8, and the largest numerical increase over 1940, 99,
was found in Falls Township. It is likely, however, that the majority of the
households reported for 1950 are migratory workers. The 1940 census reported
only 18 nonwhite households in Falus Township and there is no e idence of
comparatively large numbers of nonwhite families having settled permanently
in the township. The next largest number of Negro households, 75, was found
in Bristol Borough with the same number of dwellings in 1950 as in 1940.

In 18 of the county's 54 municipalities there were no Negro households at
all, in 21 others the Italo was less than 1 percent. (See table 25, appendix.)

Recent residential expansion in Bucks County, particularly the construc-
tion of Levittown and Fairless Hills, is likely to have further decreased the
ratio of Negro households in the county.

Chester County
Chester County has the highest percentage of Negro residents of the four

Pennsylvania counties There were 3,098 nonwhite households in 1950 as com-
pared with 3,013 in 1940, an increase of 85, or 2.8 percent.

In 1950, the ratio of nonwhite households to all households was 7.7 percent,
whereas the 1940 figure was 9.1 percent.

Most of the Negro households were located in 6 municipalities: Coatesville,
Kennett Square, South Coatesville, Tredyffrm Township, Valley Township, and
West Chester. More than half (58 percent) of the county's Negro households
were located in these municipalities which contained slightly more than one-
fourth of the total dwelling units in the county.

The proportion of dwelling units occupied by Negro families in the 6 munici-
palities decreased from 15.4 percent in 1940, to 14.6 percent in 1950, in the
other 67 municipalities the proportion decreased from 5.7 percent in 1940 to
4.4 percent in 1950

Negro households in the 6 municipalities increased by 8.4 percent during the
1940-50 decade, in the other 67 municipalities they decreased by 4 percent.

Negro occupancy increased in 25 municipalities, decreased in 36 municipalities,
and stayed the same in 12 municipalities (See table 26, appendix)
Delaware County

The number of Negro households in Delaware County in 1950 was 6,761,
an increase of 1,767, or 35.4 percent over 1940 However, the proportion of
nonwhite households in the county decreased slightly during the decade from
6 2 percent in 1940 to 5.9 percent in 1950.

More than half of the dwelling units occupied by Negroes, 3.428, were in the city
of Chester; they constituted 19 percent of all Chester households in 1950. Five
other municipalities, Chester Township, Darby Borough, Darby Township, Yeadon,
and Upper Chichester, accounted for another 30 percent of the Negro house-
holds In contrast, the remaining 43 municipalities with 75.7 percent of all
households accounted for less than one-fifth of the nonwhite households.

In the 6 municipalities, Negro households increased by 51.1 percent; in the
other 43 municipalities, they decreased by 6.3 percent.

The proportion of Negro households in the 6 municipalities increased from
15 9 percent in 1940 to 19 2 percent in 1950; in the other 43 municipalities, the
proportion decreased from 2.3 percent in 1940 to 1.5 percent in 1950.

Although the overall increase in Negro households in the county was 35.4
percent during the 1940-50 decade, no less than 17 municipalities lost Negro
households, and in 12 the number remained unchanged. Eight municipalities
bad no nonwhite households at all, and in 11 municipalities the proportion of
nonwhite households wa. less than 1 percent. The latter included the largest
municipality, Upper Darby Township, where only 42 of the 25,889 dwelling
units were occupied by Negro families.

The proportion of nonwhite households was as high as 74 percent in Darby
Township; it was 66 percent in Chester Township, and 46 percent in Morton.
(See table 27, appendix.)
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Montgomery Comtl
There were 2,613 Negro households in Montgomery County in 1950 compared

with 2,353 in 1940, an increase of 260, or 11 percent. However, the proportion
of Negro households decreased from 3.3 percent in 1940 to 28 percent in 1950.
. Most municipalities lost, percentagewise, Negro households from 1940 to 1950.
But eight municipalities had a significant number of Negro households. Abing-
ton, Ambler, Cheltenham, Lower Gwynedd, Lower Merion, Norristown, Potts-
town and Upper Dublin contained 79 percent of the county's Negro households,
but slightly less than one-half of all dwelling units. In contrast, the remaining
53 municipalities, containing slightly more than half of all dwelling units,
accounted for only 21 percent of the nonwhite households.

In the eight municipahties the number of Negro households increased by 9.7
percent over 1940, compared with a 16.2 percent increase in the other munici-
palities. The ratio of Negro households in the 8 municipalities decreased from
4 9 percent in 1940 to 4.4 percent in 1950. In the remaining 53 municipalities the
ratio of Negro households declined from 1.3 to 1.1 percent.

Although the county's overall percentage of dwelling units occupied by Negroes
decreased, 26 municipalities gained Negro households, 21 lost Negro households,
and in 15 municipalities the number remained the same. Nowhere was there
a substantial gain in Negro households. Abington gained 42 Negro households,
Pottatown 41, and Lower Merion Township 39; all other gains are less. Nor
was there anywhere a large concentration of nonwhite households. Lower
Gwynedd Township had the highest ratio of nonwhite households, 14 9 percent,
followed by Upper Dublin and Ambler with 10.3 and 8 7 percent respectively.
Norristown had the largest number of Negro households, 516 (See table 28,
appendix.

Burlington County
The 1950 census reported 1,794 nonwhite households in Burlington County.

This represents an increase of 239, or 15 4 percent, over the 1940 figure of 1,555.
The ratio of Negro households decreased, however, from 6.3 percent to 5 5
percent.

The majority of nonwhite households were located in six municipalities:
Bordentown City, Burlington City, Cinnaminson, Moorestown, Mount Holly,
and Palmyra.

The six municipalities contained one-third of the total dwelling units and
two-thirds of the dwelling units occupied by nonwhite families

Nonwhite households increased in 22 municipalities, decreased in 14, and
remained the same in four municipalities.

In the six municipalities the numerical increase in nonwhite households was
18.6 percent over 1940, while in the other 34 municipalities the increase was 10.2
percent. (See table 29, appendix.)

The proportion of nonwhite households in the 6 municipalities, however, de-
creased from 9.2 percent in 1940 to 8.8 percent in 1950; in the 34 other munici-
palities the ratio dropped from 3 5 to 2.8 percent

Cinnaminson continued as the municipality with the highest percentage of
nonwhite households, 21 percent. Burlington City was the municipality with
the highest number of nonwhite households, 405.

Camden County
Negro households in Camden County in 1950 numbered 5,582, an increase of

1,097, or 245 percent, over the 1940 figure of 4,485. The ratio of nonwhite
households, 6.6 percent, was the same as in 1940.

Three-fourths of the Camden County Negro households were in the city of
Camden, which has 40 percent of all dwelling units; another 20 percent were in

5 other municipalities: Pennsauken, Delaware, Lawnside, Berlin Township and
Winslow The remaining 30 municipalities accounted for approximately 5 per-
cent of the county's nonwhite households. Nine-tenths of the increase in Negro
households was absorbed by the city of Camden. Eleven other municipalities

gained nonwhite households, in 13 municipalities the number of nonwhite house-

holds declined, while in the remaining nine there was no change in the number

of nonwhite households. Five of the latter had no Negro households either in

1940 or in 1950.
The highest ratio of Negro households was in Lawnside, whose 360 nonwhite

households constituted 90 percent of the total in the borough; in Chesilhurst 29

percent of the households were Negro, in Berhn Township 23 percent, Magnolia
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13 percent, and in Camden 12 percent. Nine municipalities had no nonwhite
households, and in 13 municipalities the ratio was less than 1 percent.

The ratio of Negro households in the city of Camden increased from 10.1 per-
cent in 1940 to 11.7 percent in 1950; in the remainder of the county the ratio de-
clined from 3.3 percent to 2.7 percent during the decade. (See Table 30,
appendix.)

Gloucester County
The number of Negro households in Gloucester County totaled 2,137 in 1950,

an increase of 493 dwelling units, or 30 percent, over the 1940 figure of 1,644 The
proportion of nonwhite households in the county, however, decreased slightly
from 8.5 to 8 1.

The nonwhite households were concentrated in one-third of the municipalities
in the county: Deptford, Elk Township, Glassboro, Monroe Township, Paulsboro,
Swedesboro, Woodbury, and Woolwich Township In these eight municipalities,
which contain less than one half of the county's households, more than three-
fourths (76 7 percent) of the county's nonwhite households are located Dwell-
ing units occupied by nonwhites in these eight municipalities increased by 30 4
percent during the 1940 to 1950 decade, compared with a percentage increase of
28.8 percent in the other 16 municipalities.

In spite of this increase, dwelling units occupied by Negroes in the eight munici-
palities represented a small proportion of all households in 1950 (12.2) than in
1940 (12.9). In the other 16 municipalities, the ratio of nonwhite households
remained virtually unchanged

The countywide increase of nonwhite households was spread fairly evenly
throughout the county, with 16 municipalities gaining. 4 losing, and 4 remaining
the same.

Woolwich and Elk Townships have the highest ratio of nonwhite households
though the total, numerically, was not large. (See table 31, appendix).

THE NONWHITE POPULATION IN 18 METROPOLITAN AREAS
A survey of the population increases by race in the country's 18 largest cities

(those with populations over 500,000) and their metropolitan areas reveals the
following developments during the 1940-50 decade:

1. In all cities except one (Houston), the percentage of population in-
crease is higher for the nonwhite than for the white population.

2. The white population decreased in 5 cities and increased less than 10
percent in 9 cities, while the increases in the nonwhite population ranged
from 22 percent in New Orleans to 155.9 percent in San Francisco.

3. When the entire population growth for 18 standard metropolitan areas
is considered (the cities and their suburbs), the increase in the white popu-
lation took place predominantly in the suburbs, the increase in the nonwhite
population predominantly in the cities. As a matter of fact the ratios of
increase for the two segments of the population are exactly reversed: 82.7
percent of the white increase occurred in the suburbs, and 17.3 percent in the
central cities. Of the nonwhite increase 82.7 percent occurred in the cities,
and 17.3 percent in the suburbs

4. The total population gain for the 18 standard metropolitan areas was
7,721,134. Of this total gain, 76.8 percent was white and 23.2 percent non-
white. However, of the total population gain inside the cities, 2,509,424,
only 41 percent was white, and 59 percent nonwhite In contrast, of the
total gain in the suburbs, 5,211,710, 94 percent was white and 6 percent
nonwhite

5. Considering all 18 standard metropolitan areas together, the ratio of
nonwhite population in the total population is increasing inside the cities
and decreasing in the suburbs.

The reason for the nationwide trend toward increased ratios of nonwhite pop-
ulation in the center cities is undoubtedly related to the general unavailability of
new housing for nonwhite occupancy More new housing is being built in sub-
urbs than in the cities themselves Very little of it is available to nonwhite
occupants, renters or owners Additional housing is becoming available to non-
whites in the cities as white families move out of some older areas and as existing
structures are converted to multifamily use.

The 1940 and 1950 figures on the white and the nonwhite population for the
country's 18 largest cities are given in table 15. The population data for the 18standard metropolitan areas, their component parts, and the figures on popula-
tion growth by race are given in tables 32 to 37, appendix.
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TABLE 15.-Population of cities of S00,000 or more,' by race, 1940 and 1950

City

New York .........---------------
Chicago-----------------------------
Phlladelphia----------------
Los Angeles -....---------------
Detrolt -.. ------------
Baltimore .. ------------------
Cleveland. ------------
St Louis---------------------------
Wash gton-----------------------
Boston-... . . . . .. . . . .
San Francisco -0..-.. ........
Pittsburgh-......-.. .
Milwaukee.......------------------------
Houston----------------------------
Buffalo --. ------------
New Orleans-- ----------
Mmneapohs------------------------
Cincinnati..-------------------------

Total population

Percent
1940 1950 Peceantincrease

7.454,995 7,891,957 5 9
3,395,008 3,020,962 0
1,931334 2,071,605 7
1,504,277 1,970,358 31 0
1,623,452 1,849,568 13 9

859, 100 949,708 10 5
878 336 914,808 4 2
816,048 856, 796 5 0
663,091 802,178 21 0
770,816 801,444 4 0
734,536 775,357 22 2
671,559 676,806 0 8
587.472 637,392 8 5
384,514 59,163 55 0
575,901 580,132 0 7
494,537 570,445 15 3
492,370 521,718 6 0
455,610 503,998 10 6

1940

6, 977, 501
3,114, 564
1,678,577
1,406.,430
1,472,662

6%2,705
793.417
706, 794
474, 326
745, 466
602, 701
609,236

557, 618
344,775
487, 099
J99, 853

White Nonwhite

1950

7,116,428
3,111.525
1,692,637
1,758,773
1,545,847

723,655
765,2bl1
702,348
518,147
758,700
693,888
593 S23
614 650
470, 503
542 432
287, 763
513, 250
425, 313

Percent
increase

20
-0 1

08
25 1
50
45

-3 5
-0 6

92
18

15 1
-2 5

6 3
579
27

12 5
54
6 4

1 The cites are listed in the order of their 1950 population

Source- United States CnSu of Population, 1950, Advance Reports, Se1ies PC-9, No 6, and Senes PC-14, No

Pe, cent
inmerease

62 4
0

495
116 2
101 4
359
76 1
41 4
50 5
68

155 9
32 9

144 7
45 2

106
220
b0 7
40 1
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SURVEY OF NEW PRIVATE HOUSING AVAILABLE FOR NEGRO OCCUPANCY IN THE

PHILADELPHIA AREA

A survey was made of the new private housing built in the Philadelphia
standard metropolitan area since 1946 and available to Negro occupants.

The list of new developments was based on data furnished on request by the
regional race relations officer of the Federal Housing Administration, and the
records of the Philadelphia Housing Association. It is believed to be complete
for housing built inside Philadelphia, and to cover substantially all housing
in the metropolitan area outside the city. It is possible that a small number
of additional units were built in the outlying areas under contract or by the
owners themselves, but it is unlikely that any sizable development was over-
looked.

Table 16 presents a summary of the findings of a field survey of the new
housing available to Negroes. The table was submitted for checking to the
regional race relations officer of the Federal Housing Administration, who
agreed with the findings.

New private housing available to Negroes totaled 1,044 dwelling units, while
the total private construction volume was in excess of 140,000 units.

Of the 1,044 units available for Negro occupancy, 647 units are in developments
rented or sold solely to Negroes; 397 are in 2 developments, with mixed occu-
pancy (see table 16) ; 578 units are in Philadelphia and 466 in the suburbs.

Of the 1,044 units, 600 were for rent, 347 were for sale, and 97 were built for
cooperative ownership.

Nearly all new private housing available to Negroes is of small size. Only 61
units have 3 bedrooms, 4 units have 4 bedrooms.

Of the 600 rental units, 48 consist of 2 rooms ("efficiency" apartments), 246
have 3 rooms (1 bedroom) and 300 have 4 rooms (2 bedrooms) ; 6 units are
occupied by janitors and the size is unknown.

The rental units are evenly divided between elevator apartments, and 2- and
3-story walkups. The Flamingo Apartments account for the 300 elevator apart-
ments, of the units in low struck res, 164 are called row houses by their occu-
pants, because the bedrooms are above the living-kitchen area; 136 are walkup
apartments.

Of the 347 sales umts, 207 were constructed in 1 development, Lincoln Park,
which is in Darby Township, Delaware County; 58 are located in Chester, 45
in Philadelphia, and 37 in New Jersey.

The 207-unit Lincoln Park development consists of 1-story row houses of
the "economy" type with 648 square feet of floor space (the average Philadel-
phia row house has 1,100 square feet of floor space).

The 45 sales units built in Philadelphia are all of the 2-story row-house type.
Twenty-two units were not completed at the time of the survey

New Jersey provided the only new detached houses available to Negroes
Most of the new private housing available to Negroes is located in neighbor-

hoods undesirable on one count or another. The adverse conditions include
proximity to old and dilapidated housing, main rail lines, heavy traffic, com-
mercial and industrial uses, including junkyards; in other cases proper access
roads are lacking. Any, several, or all of these are encountered in the vicinity
of virtually all developments.

In contrast, in nearly all the developments access to community facilities,
schools, churches, shopping, and transportation is satisfactory.

Comments of the tenants and owners are given here to highlight some prob-
lems which appear of significance

Tenants in the 84-unit Flower Manor in Chester complain about poor insula-
tion, heavy traffic and high rents. While rents range from $62.50 to $65 for
2-bedroom units without any utilities, the tenants estimate their actual housing
expenditure, including heat, hot water, gas, and electricity at $90 per month
Some of the tenants in Flon er Manor were former occupants of a nearby public
housing project who were obliged to move when they became "over-income"
for the project. They regard Flower Manor as less desirable housing in spite
of the higher rent. Several said they would move out immediately if there
were any alternative

Owners of the 23 Glemfer homes in West Philadelphia, are conscious of the
fact that their houses are virtually the only new houses available to Negroes in
Philadelphia. This has meant the advantages of better financing terms. Built
in 1946 and priced at less than $7,000, the houses were, for the most part, fi-
nanced under Veterans' Administration guaranties; downpayments were in the
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neighborhood of $400, and amortization was long term. Old housing, in con-
trast, can rarely be bought with downpayments of less than a third of the pur-
chase price, and shorter amortization periods result in higher monthly carry-
ing charges.

Owners of the 58 Chester homes, the only new for-sale housing available to
Negroes i Chester, complain about the noise from the railroad, particularly
the penetrating whistle of the engines. The residents of Lincoln Park express
disappointment that the promised shopping center has not been built. They
complain about crowding in the elementary and junior high schools, both de-
scribed as outmoded, lack of sidewalks, asd inadequate street lighting.

The survey results would appear to justify the statement that by and large
the prices and rents charged for new housing available to Negroes are about
the same as prices charged for similar accommodations sold or rented to white
families However, a truly valid comparison would have to be based on com-
parable houses in comparable locations, and few new housing developments for
whites are being built in old neighborhoods or adjacent to industry or railroads.

The survey does not permit any conclusion as to the size and type of the
Negro market for new housing All for-sale houses were readily sold and rental
housing shows virtually no vacancies. But the total quantity is small, and
the quality is untypical of the housing market in general.

More than 20,000 Negro famihes in Philadelphia bought secondhand houses
during the last 10 years under the more demanding financial terms customary
for used housing. It would appear, therefore, that a considerable number of
Negro families would be able to buy new houses A number of tenants of the
new rental housing indicated that downpayment requirements prevented them
from buying houses, however.

Because of the absence of new housing for the Negro market the alternatives
for a prospective Negro buyer appear to be either to buy a cheaper house than
would a white family of the same income, or to commit a larger share of income
to shelter costs. Free access to the new housing market would almost certainly
further increase the homeowning segment of the Negro population, and, in all
likelihood, would enable Negroes to buy better houses than they can now obtain.



TABLE 16.-New private housing available to Negroes, Philadelphia metropolitan area, 1946-53

Location

PHILADFLPHIA

Giraid Court, 21st and College ......

Carver Gaidens, 55th and Wyalusmg ..

Simon Gaidens, Musgrave and Slocum

Flammgo apartments, Broad and
Stiles (mixed occupancy)

Glenler Homes, 54th and Conestoga,
north of Girard.

Island Rd. at 76th St.... --.......

Friends Service, Inc , 7th and Brown
(mixed occupancy).

DELAWARE COUNTY

Flower Manor, 9th and Green, Chester,
Pa.

Chestie Homes, 6th and Jeffiey,
Chester, Pa

See footnote at end of table.

Dwelling units

Size

6, 2 rooms -.. . ..-
26, 3 rooms.. ....... ..
2, 4 rooms --------------

20, 4 rooms............
4, 4 rooms, corners ...
24, 3 rooms ...........--.
24, 4 rooms......-------..

42, 2 rooms (effiemncy)
196, 34 rooms (1 bed-

room).
56, 4} rooms(2 bedrooms).
6 ]amtors.............- ..
23, 9roomss..........

22, brooms..

50, l bedroom ..--------.
29, 3 bedmoms .---..
16,3bedrooms --------
2, 4 bedrooms..... ....

74, 4i rooms.......----
10, 40 rooms ...----

58, 5 ooms.......--- ..

Sales price
or monthly

rent

$58 50
65 00
79 50
76 60
80 00
75 00
90 00

70 00-77 50
85 00-99 50

110 50
120 50

()

9,900.00

47 50-55 00
60 00-65 00
75 00-80 00

87 50

65 00
62 50

08,100-$9,300

Rent includes

Heat and hot water ..

.... do ....... .....-

Heat, hot watel, gas
and clcticilty

...do - .......

Heat, hot water, gas,
electricity, payment
on capital

Nothing.. ....... ...

Type

2-story walkup --

.... do .........

.3-story walkup --

14-stoy elevatoi

2-stoly I ow houses.

.... do .- ..- ..

3-story walkup ....

2
-story lowhouses_

..... do....---...

Built

cor Neighborhood
pleted

Old slum area; heavy
traffic.

Old warehouse on one side
factor y in back.

Changing neighbor hood,
hea y traffic, carbarn
across street

Old lum area, heavy
traftic.

Heavy traffic on Girard
Ave , 54th: elderly but
substantially good houses
on tree-lined street, Con-
estoga' garages and poor
quality houses

PledOmlnantly older
smgle-family houses,
heavy traffic on Island
Rd

East Poplarredevelopment
lica

On U S Highway 13, par-
tially industrial, hail
odors

Adjacent to Philadelphia-
Washington line of Penn-
sylvania Railroad, heavy
industry
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TABLE 16.-New private housing available to Negroes, Philadelphia metropolitan area, 1946-53-Continued I

Dwelling units Sales price Built

Location or monthly Rent includes Type or Neighborhood
Number Siz rent pleated

DELAWARE coUNTY-continued

Lincoln Park, Sharon Ave, near Hook 207 207, 4 1 ooms .-------------- $,700 ----------------------- -stoy lowhouses..... 1950 Darby Tonship redevel-
Road, Darby Township opment area, junk yards,

heavy traffic, near rail-
road and industry, prom-

NEW JERSEY ised shopping center did
not materialize.

Woodbury Park, Naomi and Manor 80 80, 4 looms ...------ .. $6900-$7400 Heat, hot water, clec- 2-story rowhouses -... 1950 Older residential.
Rd , Woodbury tr,, gas

Deptford Terrace, Glassboro, Wood- 27 27,4 rooms.............. $8,500 .. -. --- ... 1-story, detached.....- 1952 Do
bury Rd O

Lawnside Village, Tavlstock and Bar- 10 4, 4 rooms, 6, 5 rooms..... $9,650 l--------- . - and 2-story de- 1951 New residential
rmgton Rds, Lawnside tached, frame.

O
SSale price after complete in 1946, $6,094-$6,994. ments there is a downpyment requirement, ranging from $740 to $1,200 The monthly
Not completed m imn June 1953 carrying charges include a payment for amortization

SThis development s a rehabilitation redevelopment project m the East Poplar alea , At completion of first ones.
The project Is owned cooperatively by the occupants. In addition to the monthly pay- 

s 
Individual houses.

Cd~~

Oi
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APPENDIX

TABLE 17 -Di ellig znits occupied by nonwhites, by wards, Philadelphia: 1940
and 1950

1940 1950

Ward Occupied by Occupied by
All dwell- nonwhite All dwell- nonwhite
ing units m g unts

Number Percent Number Percent

S....... -- ---------------- 8,936 145 1 6 8,749 96 11
2 ...-..------ - ---- ---------- 5,538 851 15 4 5,632 1,335 23 7
3 ....-------..-------- 3,861 1,029 26 7 3,618 1,167 323
4 ----..- .. . 3,468 1,378 39 7 3,159 1,476 467
5 ..----. ------------------- 1,829 229 12 5 1,965 345 17 6
6 . -....-----. ...----- 257 74 28 8 216 82 38
7 -... ..-----. - ---. . 7,167 3,009 42 0 8,208 2,883 351
8 - ...-- . 4,627 138 3 0 4,980 113 23
9 .. ----------- - 344 9 2 6 466 6 13
10 -. ------ .------- 1,922 166 8 6 1,446 178 123
11 ... ------- - -----. 1,180 218 18 5 868 236 272
12 .... 1, 888 260 13 8 1,719 444 25 8
13 .3,557 1,174 33 0 3,859 2,253 58 4
14 ...----------- --... 2,655 1,165 439 3,839 2,419 630
15 .....--. ---------- --- 13, 527 1,007 74 12,491 1,375 110
16 .......... 2,379 86 36 2,327 169 73
17 .....----------------- --. 2,990 61 20 2.862 69 24
18.... ----------- 5,244 10 2 5,204 6 1
19 ....----------------------- 11,294 207 1 8 11,700 270 23
20 ...----- 12,299 5,062 41 2 13,633 6.950 51 0
21 -------------------- - 9.995 177 18 11,488 202 18
22......------------------------------ 3, 655 2,268 74 34,733 2,789 8 0
23......-------------------------- 14,327 331 23 15,819 619 39
24 ..... 15. 645 4.562 29 2 18,056 9,154 50 7
25 ..-------------------------------............... 10,244 113 11 10,115 121 12
26 -. 14,071 1,503 10 7 14,896 2,140 14 4
27......-----------------------------. 7,400 687 93 9,481 950 10
28...... 14,256 2,483 174 15,045 5,368 35 7
29......--------.--------------- 8 546 2,063 24 1 8,907 3,132 352
30 ..... 7,543 6,138 81 4 8 146 7,287 89
31 ...... ------- . 6,980 1 7,028 7 1
32 ..........- - 15,906 6,758 42 5 19,243 13,201 68.6
33 ...... ----- ---- 18,305 39 2 19,539 28 1
34,52 ---------- 26033 4,353 16 29884 6,768 22 6
35.....----- 20748 42 2 41,173 91

6 12,278 4,554 37 1 13477 5,921 439
37 --- 6,391 426 6 7 6730 1193 7 7
38 ---------------- 683 56 37 22878 1,566 6
39..... ----------- 17,195 444 26 16,751 445 27
40......------------- 16 096 1,165 7 2 15,725 1,245 79
41 ..-...--. 11,083 154 1 4 15,345 167 1 1
42, 49 50 -.....-------------------- 45 481 194 4 53 301 207 4
43 .. 1------------------- 4, 124 210 15 14,164 198 14
44 .......... 11,324 3,695 36 2 10,938 5,981 54 7
45 8.... --------------- ,825 45 5 9,165 45 5
46 6---,------ ----------- 1 6 .. 1 27,847 177 2 1
47 ........---------------.. 5 4,934 50 1,67 8,255 74 6
48 ........... ------- 6,470 26 4 8,120 320 39
49 (included in 42) .. . ..----------- ----- ---- ------- -
50 (mcluded m 42) -- 2--,92 61 1 8 3 -- 36 6-2
51 ..... M . . . ---- -. . . .8 13, 93 . . -- -6 2
52 (mecluded m 34)-.....-------- -------- ------- ...- -- -.......--

Source United States Census, 1940, Population and Housing, Statistics for Census Tracts, Philadelphla;
United States Census of Population, 1950, vol III, Census Tract Statistics, ch. 42.

68692-55-pt. 1- 38
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TABLE 18.- Chaacteristics of dwelling units in Philadelphia census tracts con-
taining more than 50 percent nonwhite households: 1950

Occupied Married o
No by non- couples

Total Occuped Owner- No- rat whitno th than
Tract dwelling by non- occua ed, white bath or private out own person

units white owners dilap- bath and bhous per
dated dilapj- hold room

dated

20 ... ..... 469 282 83 15 278 209 40 109
3B.... ...---. . 670 486 112 36 405 328 60 132
4B .......---- - 756 681 50 33 461 436 30 181
7B ........--- 1.899 1, 487 134 43 1,143 1,070 90 400
7D --- - 1,780 1,196 295 82 647 580 140 324
13A ... . 2, 490 1 535 263 73 1,260 907 95 735
13B ....... 1,369 718 172 40 842 487 155 363
14A...... 3,237 2. 334 277 118 1, 295 866 205 853
20B ..... ... 3.785 3.395 465 392 2,397 2,215 245 1.049
20C... 1 243 782 157 115 491 337 45 237
23J ................... 433 243 124 2 28 2 45 133
24C ...........-.. 3,846 2,628 1,412 942 772 653 395 631
24D-. 3,400 2,735 1,068 829 903 782 465 757
24E ..... . 1,543 809 417 220 327 255 160 298
24G ................. 1,617 1,281 485 423 421 322 130 297
26A - 853 675 270 156 238 222 105 138
26F...-...... 874 574 173 6 8 7 20 306
28B.. . 3.184 2, 393 1, 530 1,059 680 638 285 554
28E----.. ---- 1,338 673 477 242 317 247 55 169
29D .....---- - 2,131 1,486 837 516 334 274 245 347
30A --..- 5.281 5,083 853 819 1,764 1. 718 420 920
30B ... 2.865 2,204 970 585 752 688 275 484
32A- 3, 059 2, 836 289 261 2,122 1,993 205 1,024
32C...... ........ 4.933 3. 83 931 730 2.027 1,708 335 954
32D 4,756 4.477 1,112 1,067 2,145 2.032 355 1,052
340Q -- - 3,393 2,943 2,034 1,780 178 159 380 360
36A......2...... 822 786 286 272 170 168 65 122
36B................... 3,889 2,740 1,684 924 748 641 415 559
37D . . ......--- - 810 429 318 167 106 63 75 139
38B -- - 121 62 91 48 1 --..-... 5 15
40A......... . 123 106 59 48 66 59 5 20
40U. .-----. .....-- 606 324 374 200 124 90 60 110
40W. .......--- - 217 119 148 76 98 67 30 52
40X .. 423 222 305 156 107 72 60 69
44B --- - -- .. 3,628 2, 733 1, 84 1,299 530 476 450 610
440 --- .. - 4,105 2,688 2, 472 1,824 346 201 425 403
47A....... . 5,998 3, 938 816 499 2,384 1,977 345 1,107
47B 1 674 1, 597 309 292 815 783 85 366
47C.-C .2, 543 2, 198 554 479 1,105 1,023 235 487
47D ------ 852 522 124 80 390 301 35 173
40-tract total ..... 87.015 66,203 24,344 16 94 29, 225 25,056 7.270 17,058
City total .-- ~.-.... 599,495 100,685 328,035 29,439 72.113 33,471 47,855 56.405
40-tract total as per-

cent of city total.. . 14 5 65.7 7 4 57. 40 5 74 9 15 2 30 2

1 Tracts with less than 100 dwelng units not included

Source: United States Census of Population 1950, vol III, Census Tract Statistes, ch 42.
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TABLE 19.-Whtte and nonwhite households in mixed blocks by wards, Philiadel-
phia: 1940

White households Nonwhite house- Nonwhite
holds m m

l
xed households

Ward White Nonwhite m mixed blocks blocks m blocks
households households without

I any whlt
Number Percent Number Percent households

............. ...---------- 8,486 145 2,579 30 4 145 100 0..---- -
2 ..... --------- 4,454 851 2,627 59 0 836 98 2 15
3.... ...-----........---. 2,580 1,029 1,456 56 4 965 93 8 64
4 ----- ------ 177 1,378 1,519 80 9 1,341 97 3 37
S.. ---- ------- 1, 611 229 1, 057 70 0 229 100 0 ......--

6............----------------- 160 74 59 36 9 74 100 0 ....--
------- ----- 3,533 3,009 1,958 55 4 2,746 91 3 263

---- ------ 3,731 138 1,195 32 0 122 88 4 16
S.. .......--- ------- 310 9 169 54 5 9 100 0 ..---.-

10----- ------------- 1,471 166 733 49 8 166 100 0 -------..
11 -......------------ 838 218 727 86 8 206 94 5 12
12 ... .--------- 1,424 260 944 66 3 252 96 9 8
13.....----------------- 2,144 1,173 1, 966 91 7 1,163 99 1 10
4.. ----------- - 1, 377 1,165 894 64 9 1,121 96 2 44

15..------------------ 10,797 1,007 4,464 41 3 957 95 0 0
16 -......-------- 2,108 86 950 45 1 84 97 7 2
17------- 2,706 61 816 30 2 61 100 0 ----..
IS -18-... ---------- 4,997 10 271 5 4 10 100 0 ...-....
19_ ------ ----- 10,583 207 2,445 23 1 207 1000 ----..-.
20 --------.... . - 6,393 5,062 3,125 48 9 4,928 97 4 134
21 . - 9, 482 177 1,253 13 2 173 97 7 4
22-. ---------- 26, 661 2, 268 8,143 30 5 2,238 98 7 30
23-- --------- 13, 589 331 1,631 12 0 326 98 5 5
24. ------ -----... 9,820 4,562 5,180 52 7 4,425 97 O 137

25 -- ------ 9,893 113 846 86 113 100 0 --- --
26 - 12,283 1,503 3,394 27 6 1,503 100 0------ ..
27. 5,902 787 2,274 38 5 664 96 7 23
28 ........... --.. 11,066 2,483 7,309 66 0 2,466 99 3 17
9 -------- ------- 6,104 2063 1,541 252 1,994 96 7 69

30 -- ------ 42 6138 948 83 0 5,001 81 5 1,137
3 -............. 72......5 141 2 1 5 100 .......
32 ............... 7,831 6, 758 3 821 48 6,364 94 2 394
33 ---------- 17,844 39 1, 297 713 39 1 0 ---------
4- ------- 1 20,549 4,353 3,839 18 7 4,040 928 313
5 -------- 19,850 42 526 26 42 100 0-------

36 --- - -- -.... 7.399 4,554 3,211 43 4 4,359 95 7 195
37 5,633 426 1, Il 197 426 1000 ---...-
38 - 19,048 756 2,936 154 756 1000 . .
9 ------- 16 313 444 3354 20 6 432 97 3 12
t40 - ------- C 24, 931 1, 836 3,159 127 1, 727 941 109

41 .-.-........ --- 10.581 154 545 52 154 1000 -------
42 ------------- 343,283 194 3, 272 76 194 100
43 .. 13,476 210 1,356 10 1 210 100 0 ----.--..
44 .-............... 7,187 3,695 3,272 45 5 3,410 92 3 285
45.. 8, 611 45 640 7.4 45 100 0 ----
46 ...--.----..... . 24 574 419 5,390 21 9 419 100 0 ------
47 ......------------- - 3,916 4, 934 3, 091 78 9 4,645 94 1 289
48 ..---.----. ---- 6,317 26 406 64 26 100 0--- --

City ------..........-- 441,488 65,492 103,840 23 5 61,818 94 4 3,674

SIncludes 52d ward.
SIncludes 51st ward.
SIncludes 49th and 50th wards.

Source United States Census, 1940, ousming, Supplement to the First Senes, Philadelphia Block
Statistics.
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TABLE 20--W1hite and nonwhite households in mixed blocks by wards, Phzladel-
phna: 1950

Ward

I Includes 52d ward
SIncludes 51st ward
3 Includes 49th and 50th wards.

White Nonwhite
house- households
holds

8,451 96
4,106 1,335
2, 293 1,167
1,563 1, 476
1,540 345

123 82
4,957 2,883
4,496 113

431 6
1,184 178

595 236
1,209 444
1, 455 2,253
1,290 2,419

10,522 1,375
2,034 169
2. 684 69
5,025 6

11,078 270
6,104 6, 950

10,372 202
30.949 2,789
15,218 619
8, 302 9,154
9,771 121

12,499 2,140
8,203 950
9.307 5,368
5,523 3.132

759 7,287
6, 765 7
5.420 13,201

19,125 28
S22, 754 6,768
39,803 91
7,356 5,921
5,332 1,193

20,786 1,566
16,003 445

S26, 644 2,081
14. 785 167
52,188 206
13, 751 199
4.790 5,981
8,96 45

26,843 577
2,417 8,255
7.722 320

484,013 100,685

White households Nonwhite house- NonwhiteWhite ol hs olds m ed households
m mxed blocks blocks m blocks

without
any white

Number Percent Number Percent households

1,315
2,642
1,414
1,273
1,074

59
2,745
1,831

144
493
489

1,004
1,428

942
3,589
1,197

990
258

5.170
4,357
1,414
8,275
1,930
5,835

705
2,890
4,992
4.298
1,703

661
328

2 491
1, 201
4,441
1. 922
3,250
1,786
4,603
2 504
2,458

940
2,432

944
3,255

855
6,088
2,258
1,150

108,513

Source Umted States Census of Housing, 1950, vol V, Block Statistics, pt 143.

19
13

125

22
595

3

21
11
5

167
358

8

380
5

114
129
217

5

91
408
459

2,454

1, 741

i,103
26

203
5

1,9904

1.99
12

12, 476
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TABLE 21.-State of repair and plumbing equipment of occupied dwelling units, by
race of occupants, Philadelphia: 1940 and 1950

1940 1950

Total White Nonwhite Total White Nonwhite

Occupied dwelling units .------. 506, 980 441,488 65,492 584,698 484,013 100,685
Reportmig...- 464,203 406,232 57,971 567,288 472,250 95,038
Needing major repairs (1940)-dilapl-

dated (1950) 2 ... 28, 787 16,493 12,294 25,882 9,941 15 941
Percent of reporting ... 6 2 4 1 21 2 46 2 1 16

Not needing major repairs but lacking
bath (1940)-not dilapidated but
lacking bath (1950) -----....... - 54,548 40,494 14,054 46,231 28,701 17,530

Percent of reporting ----------- 11 8 10 0 24.2 81 61 18 4
Needing major repairs and/or no pri-

vate bath (1940)-dilapidated and/or
no private bath (1950) ...-....--- 83,335 56,987 26,348 72,113 38,642 33.471

Percent of reportmg ....-......- 18 0 14 1 45 4 12 7 8 2 35 2

1 The 1950 data m this table are subject to revision As yet citywide data on housing characteristics are
not available by race However, m the tract statistics the characteristics are given for nonwhites for all
tracts having more than 250 nonwhite persons The city totals for dwelling units occupied by nonwhites
and having certain characteristics were compiled by adding the data for these tracts The city totals for
dwellg units occupied by whites having the same characteristics were arrived at by subtracting the figre
for units occupied by nonwhites from the total occupied units having those characteristics This inmtro-
duces an element of error Actually 99 percent of Philadelphia's nonwhite families are contained m those
tracts, but final figures, if and when published by the census, are bound to show slight differences from the
figures presented here.2

1940 and 1950 data on condition are not strictly comparable because of change m definition used by
the Census The definition "dilapidated" used m 1950 is regarded as less inclusive than the 1940 defini-
tion "m need of major repairs "

Source United States Census, 1940, vol II, General Characteristics, Pennsylvania, United States Census
of Housing, 1950, vol I, General Characteristics, ch 38

TABLE 22 -Homneo ners alnd renters, by race, Philadelphia: 1940 and 1950

10 50 Percent increase or
1940 1950 decrease

White Nonwhite White Nonwhite White Nonwhite

Occupied dwelling units .-- 441,488 65,492 484,013 100,685 9.6 537
Homeowners .. ..---- 190, 323 6,694 298, 596 29,439 56 9 339 8

Percent ....----------- --- 43 1 10 2 1 7 29 2 ---- ------
Renters" - 251,165 58,798 185,417 71,246 -26 2 2

Percent .--------.--. -----. 56 9 89 8 38 3 70 8

Source United States Census, 1940, housing, vol II, General Characteristics, Pennsylvania, United
States Census of Housing, 1950, vol. I, General Charateristics, ch 38
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TABLE 23-- OnIlfwite populatlOn, Bucks, Chester, Delaware, and Montgomery
Counties: 1900-50

Total Nonhte te

Bucks County
1900 ------------......... . ......---------- 71, 190 2, 200 3T
1910 ------------..................................-----------------.. 76,530 1832 2 4
1920 ... .... . ......... .... ....... 82,476 1., 810 2 2
1930 ........-.......... ....... --------- 96,727 2,080 2 2
1940... ........... ..............------------- 107,715 1.983 18
1950.......................... ... ............. 144, 620 2,556 1 8

Chester County
190 ----.... ........----------------............... -----............. 95695 9,242 9 7
190 ... --------- ----......................... 12662 109,53 10622 9 7
1920 --------------------- ::: : 1 15,120 11,386 0 9
1930 ------ ---------- ---------- 126,629 13,153 10 4
1940 -...-----........... ..----------.........................--- 135,626 13,069 9 6

Delaware County1900 ...------------------- ------------------ 9,141 15,9 8044 109 5.419e o.................. ............ ........ .... ..... 94, 762 9, 894 10.4
1910....----------........------------- 117, 906 11,897 10 1
1920.--- --- --...... ------------ - 173,084 15,717 9 1
1930------......--............ ....................------------------------------ 280, 264 21,842 7 8
1940 --...... ....------------------------ 310, 756 22,844 74
1950................................ ........ ..... 414, 234 29, 598 7 1

Montgomery County
1900 ..... ..... --..-- ....... ... 138,995 4,503 32
1910.......-........ . .... .................. 169, 590 6,021 3 6
1920 ...... -------........... 199........................... ... 310 8, 326 4 2
1930.... -------- ------------- 265,804 12,572 4.7
1940 .. ........... 2...-..89, 247 14, 366 5 0
1950....................... ......... . .. ... 353068 15,090 4 3

Source United States Census, 1910, Supplement for Pemnnslvama (contains also 1900 figures), United
States Census, 1920, vol III, Population, United States Census, 1930, vol III, Population, pt 2 United
States Census, 1940, Population. 2d series, Characterstics of the Population, Pennsylvania. United States
Census of Population, 1950, vol I, Charactenstics of the Population, eh 3S.

TABLE 24.-Yonwhite pop lation. Burlington, Camden, and Gloucester Counties:
1910-50

Total Nnhit Percent
population onwhite nonwhite

Camden County
1910 ----------- -. .-------. ----... 142, 029 9. 402 66
1920 -...-.-.. ~.....-~.-...--.--. ------------ 190.508 12,107 6 4
1930 ------........................----- ---------- 252,312 16. 914 67
1940--.........................----------- ------------- 255. 727 18. 034 71
1950............ .---- -......... ---.. 300,743 22,868 7 6

Burlington County
1910-- --------------------------- 66, 55 3, 454 5.2
1920 ...--- ........-------------- . 81,770 4, 493 5 5
1930.. -------------------------- 93.541 6,762 72
1940 ---------.......------.........----....... 97, 013 7, 012 7 2
1950 ---......---................------ ---------- 135, 910 11, 076 81

Gloucester County
1910- 07, 368 2, 375 6
1920...... ............ ... ...... . . . . 48,224 3,154 . 5
1930----------------------------- 70 802 6,110 8

6

1940 ....-.. .. .. . . . . . . . . . . . . . . . . . . .- 72. 219 6. 7789 4
1950 --......... .-----------------.. .------ 91.727 8,727 95

Source United States Census, 1910, vol I, Population, United States Census, 1920, vol III, Population;
United States Census, 1930, vol III, Population, pt 2, United States Census 1940, Population 2d series,
Characterstis of the Population, New Jersey, United States Census of Population, 1950, vol. II, Char-
acterlst-cs of the Population, eh. 30.
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TABLE 6--BI ksi Contfy-Selected housing data, 1940 and 1950
A DWELLING UNITS BY RACE OF OCCUPANTS, BUCKS COUNTY, 1940 AND 1950

1940 1950 Percentgrease

All dwelling units ........................................... 30,624 44,331 44 8
Occupied by nonwhite ....------------- : - - ----...... 424 609 43 6
Percent occupied by nonwhite- . ------.. ... . . . ......... 1 4 1 4 -- -

B. DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

4 muniilpahties 1
All dwellmg unts---..-.....-
Occupied by nonwhite---- ..
Percent occupied by nonwhite.

50 municipalities 
2

All dwelling unts---------....
Occupied by nonwhite-----..
Percent occupied by nonwhite.

1950

11,517
330
29

32.814
279

9

Percent
increase or

decrease

60 3
132 4

40 0
-1 1

C. DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF MUNICIPALITIES, 1940
AND 1950

1940 1950

Number Percent Number Percent

30,624 100 0 44,331 100.0

7 16 23 5 11 517 26 n

Bucks County ........---

4 mumeiphltls I
50 municipalities 2 ..__...I........... 23,438 76.5 32,814 790

u. DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, BY GROUPS
OF MUNICIPALITIES. 1940 AND 1950

Bucks County -............... - ---------- 424 100 0 609 100.0

4 municipahties I '-..------- - - -- 142 33 5 330 54 2
50 municipalities 2 ------ .- -- - 282 66 5 279 45 8

I Bensalem, Brstol Borough, Bristol Township, and Falls Township.
2All others

Source Unted States Census, 1940, Housg, 1st series, Data for Small Areas, Pennsylvania, United
States Census of Population, 1950, vol III, Census Tract Statistics, ch 42, United States Census of Hous-
mg, 1950, vol I, General Characteristics, ch. 38.

TABLE 26.-Chester County-Selected housing data, 1940 and 1950

A. DWELLING UNITS BY RACE OF OCCUPANTS, CHESTER COUNTY, 1940 AND 1950

1940 1950 Percentincrease

All dwelling units ............. .------------ 34,470 42,143 22 3
Occupied by nonwhite ....... - ------------- 3,013 3,098 28
Percent occupied by nonwhite---------.. ------- ---------- 87 7.4 --
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TABLE 26.-Chester County-Selected housing data, 1940 and 1950-Continued

B DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

Percent m-
1940 1950 crease or

decrease

6 municipahties I
All dwelling units ... 10,731 12,314 14 8
Occupied by nonwhite .. ----------- 1 655 1,794 8
Percent occupied by nonwhite ...----------------------- 15 4 14 6 ------

67 municipalities 2
All dwelling units...........----------------------------------- 23, 739 29, 829 2 7
Occupied by nonwhite ---------------------------------.......................... 1,358 1,304 -40
Percent occupied by nonwhite..------------------------- 5 7 4 4 --

C DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

1940 1950

Number Per Numbercent cent

Chester County...-------------------------------------- 34,470 100 0 42,143 100 0

6 muncipahtles ....---.....-.... .. - -------- 10 731 31 1 12, 314 29 2
67 municipalities 2 .....--------------------------------- 23,739 68 9 29,829 70 8

D DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, BY GROUPS OF
MUNICIPALITIES, 1940 AND 1950

Chester County....-------------------------- 3,013 100 0 3,098 100 0

6 municipalities i-- ---. --- ----- 1,655 54 9 1,794 57 9
67 municipalities i...... .. ~. ..... _........ 1,358 45 1 1,304 42 1

SCoatesville, Kennett Square, South Coatesville, Tredyffrm Township, Valley Township, and West
Chester.

2 All others.
Source United States Census, 1940, Housing, 1st series, Data for Small Areas. Pennsylvana, Umted

States Census of Population. 1950, vol III, Census Tract Statistics, ch. 42, Umted States Census of Housing,
1950, vol I, General Characteristics, ch 38

TABLE 27-Delaware County-Selected housing data, 1940 and 1950

A. DWELLING UNITS BY RACE OF OCCUPANTS, DELAWARE COUNTY, 1940 AND 1950

1940 1950 Percentnc rease

All dwelling units -..--- 83, 596 116,935 39 9
Occupied by nonwhite ... --... ..... .----.- 4,994 6,761 35 4
Percent occupied by nonwhite ....------------- .... -----------------.... 6 0 5 8 -------..--

B. DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

Percent
1940 1950 increase or

decrease

6 municipalities
All dwelling units... ... . .---- .... ----- 22,761 28, 450 25 0
Occupied by nonwhite -------... ---. . ...... ... 3,621 5, 475 51 1
Percent occupied by nonwhite -----...............-........ 15. 9 19.2

43 munmlpalltles 2
All dwelling units............. ................--- 60,835 88,485 45. 5
Occupied by nonwhite .---------. 1,373 1 286 -6.3
Percent occupied by nonwhite ---------------------------- 2 3 1 5

See footnotes at end of table.
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TABLE 27.-Delaware County-Selected housing data, 1940 and 1950-Continued'

C. DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

1940 1950

Number Percent Number Percent

Delaware County..... - .---- ---------........ .. - 83,596 100 0 116.935 100.0

6 municipalities I - ----.-..--. . ------ -- -- 22,761 272 28,450 243
4, municipalities 2..--......................... -------- 60,835 72 8 88,485 75.7

D DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, BY GROUPS OF
MUNICIPALITIES, 1940 AND 1950

Delaware County-..................- ---. ------ 4,994 100 0 6,761 100 0

6 municipalities i - --.-- - 3,621 725 5,475 81 0-
43 municipal ties 1..... ........ .......... 1,373 27 5 1, 286 19 0

i Chester City, Chester Township, Darby Borough, Darby Township, Upper Chichester, Yeadon
2 All others.

Source Umted States Census, 1940, Housing, 1st series, Data for Small Areas, Pennsylvania, United
States Census of Population, 1950, vol III. Census Tract Statistics, ch. 42, United States Census of Housing,
1950, vol I. General Charasterstics, ch. 38

TABLE 28.-Moitgonmery County-Selected housing data, 1940 and 1950

A. DWELLING UNITS BY RACE OF OCCUPANTS, MONTGOMERY COUNTY,
1940 AND 1950

1940 1950 Perentincrease

All dwelling units --------........... -- 74, 303 96, 598 30 0
Occupied by nonwhite ..-.........-...--- 2,353 2, 613 11 0
Percent occupied by nonwhite 3 2 27 --------

B DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

Percent
1940 1950 increase or

decrease

8 muicipaltles I
All dwellg unts.... 38, 089 47, 389 244
Occupied by nonwh ite .....- ....... - - 1,879 2,062 97
Percent occupied by nonwhite- ... --......---------- 4 9 44 -------------

53 municipalities 2
Al dwelling units...- - ---------- 36,214 49,209 359
Occupied by nonwhite..----------------- 474 551 16 2
Percent occupied by nonwhite... --------------- 1 3 1 1 -

C DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

1940 1950

Number Percent Number Percent

Montgomery County--..--------------------------- ----- 74,303 10 0 96,598 100 0

8 mu telpalntes ' .. .---------- --------- 38,089 51 3 47,389 49 1
53 mu ficIpalt es 2 ..............- 36,214 48 7 46,684 50 9

See footnotes at end of table
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TABLE 28.-Montgamery County-Selected housing data, 1940 and 1950-Con.

D DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, BY GROUPS

OF MUNICIPALITIES, 1940 AND 1050

1940 1950

Number Percent Number Percent

Montgomery County ...-..- ------- . --- - ----.. 2,353 1000 2,613 1000

8 municipalities 1..-.-.....------..- 1,879 79 9 2,062 78 9
53 municipalities ......... 474 201 551 21 1

lAbington, Ambler, Cheltenham, Lower Gwynedd, Lower Meron, Norristown, Pottstown, Upper
Dublin

SAll others

Source United States Census, 1940, Housin, 1st series, Data for Small Areas, Pennsylvania; United
States Census of Population, 1950, vol. III, Census Tract Statistics, ch. 42, United States Census of
Housing, 1950, vol. I, General Cbaracteristics, ch 38.

TABLE 29--Burlington County-Selected housing data, 1940 and 1950

A DWELLING UNITS BY RACE OF OCCUPANTS, BURLINGTON COUNTY, 1940 AND
1950

Percent
1940 1950 increase

Al dwelling units . ...- .........- .. 27,498 36,113 31 3
Occupied by nonwhite --........ ........----------- 1,555 1, 794 15 4
Percent occupied by nonwhite.-...........---- - 5 7 5 0

B DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

6 municipalities
All dwelling units........-...........----- --- 10,415 12, 820 23 1
Occupied by nonwhite ---- 955 1,133 18 6
Percent occupied by nonwhite ...... ....--------------- 9 2 8 8 .

3 muilpabtles 
All dwelling unts -....... --- --------- - 17,083 23,293 36 4
Occupied by nonwhite -............... ........ 600 661 10 2
Percent occupied by nonwhite- .................. 3 5 2.8

C DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

Burlington County .........--------------------------------------- 27,498 100 0 36,113 100 0

6 municipalities 1 .......-... -........------------ 10,415 37 12,820 35.5
34 mnumcipalhtes 2......................- 17.083 62 1 23,293 64.5

D DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, BY GROUPS OF
. MUNICIPALITIES, 1940 AND 1950

Burhngton County ...........--...- ... .... ........ 1,555 10 1,794 100 0

6 municipalities .----- ---.... .. 5.......... .-..- 955 4 1,1 61.4 1133 632
34 municipalities 2 ... -- ....-- ..------ 600 386 661 36 8

i Bordentown City, Burlmgton City, Cmnaminson, Moorestown, Mount Holly, and Palmyra.
'All others
Source' United States Census, 1940, Housing, Ist series, Data for Small Areas, New Jersey, United States

Census of Population, 1950, vol. III, Census Tract Statistics, ch. 42, United States Census of Housing,1950, vol. I, General Characteristics, ch 30.
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TABLE 30.-Camden County-Selected housing data, 1940 and 1950
A DWELLING UNITS BY RACE OF OCCUPANTS, CAMDEN COUNTY, 1940 AND 1950

u 195 Percent1940 1950 increase

All dwellm units --....... .. ...----- 70,457 88,429 25
Occupied by nonwhite - ------------ 4, 485 5,582 24 5
Percent occupied by nonwhite -....-.. ................ .. 64 63 - ------

.B DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES
1940 AND 1950

1950 Percent194 150 increase

Camden city:
Al dwelling units...----. --- 31,440 35, 51 12 9
Occupied by nonwhite ---------........ 3.18 4,156 30 3
Percent occupied by nonwhite .- ------..-... - 10 1 11 7 ..-----.-

Remainder of county
All dwellng umts --.---------- -... .... ... 39,017 52, 919 35 6
Occupied by nonwhite- -........----------------.. 1,296 1,426 10 0
Percent occupied by nonwhite-----......-..-...-- - 3 3 2 7

C DISTRIBUTION OF DWELLING UNITS, CAMDEN CITY AND BALANCE OF COUNTY,
1940 AND 1950

1940 1950

Number Percent Number Percent

Camden County..--.---.. ---------- - - . 70,457 100 0 88,429 100 0

Camden city.. --------------------------- 31,440 44.6 35,510 40 2
Balance of county - -....... . ....- - 39,017 554 52,919 598

D DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONWHITES, CAMDEN CITY
AND BALANCE OF COUNTY, 1940 AND 1950

Camden County --...--....---..---------..-- ----. 4,485 100 5,582 100

Camden city ------------------ ---- 3,189 71 1 4,156 74 5
Balance o county.--------------- -- ------- 1.296 28 9 1.426 25 5

Source United States Census, 1940, ousing, 1st series. Data for Small Areas, New Jersey, United States
Census of Population, 1950, vol III, Census Tract Statistics, ch. 42 United States Census of Housing,
1950, vol. I, General Characteristics, ch. 30.

TABLE 31.-Gloucester County-Selected housing data, 1940 and 1950

A. DWELLING UNITS BY RACE OF OCCUPANTS, GLOUCESTER COUNTY, 1940 AND 1950

increase1940 10 Percent

All dwelling units - ----- --...--- - 21,233 28,493 34
Occupiedby nonwhite .------------- 1644 2,137 30.0
Percent occupied by nonwhite....---------------- 7.5------
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TABLE 31 -Gloucester Countty-Selafted housing data, 1940 1950-Continued

B DWELLING UNITS BY RACE OF OCCUPANTS, BY GROUPS OF MUNICIPALITIES,
1940 AND 1950

1940 1950 Percen

8 mumelpalllties,'
All dwellng units ................. . ......... 9,717 13,400
Occupied by nonwhite..-.....--...............- - -- 1,258 1,640
Percent occupied by nonwhite ......---------- ......-..-. 12 9 12 2 .

16 muncipalities 2
All dwelhng units.... --. --.. ------- ------ 11, 516 15,093
Occupied by nonwhite .. ..---- 386 497
Percent occupied by nonwhite.............. .. - ..... 3 4 31 -

C. DISTRIBUTION OF DWELLING UNITS, BY GROUPS OF -MUNICIPALITIES,
1940 AND 1950

It

37 9
304

31 0
288

1940 1950

Number Percent Number Percent

Gloucester County-.-.......------ .----------..-... 21,233 100 0 28,493 10 0

8 municipalities ... -...-- ------- ---- 9,717 45 8 13,400 47 0
16 mumncipallties -.... --......... 11,516 54 2 15,093 53 0

D. DISTRIBUTION OF DWELLING UNITS OCCUPIED BY NONXWHITES, BY GROUPS
OF MUNICIPALITIES, 1940 AND 1950

Gloucester County--.------------.-....-........-..... 1,644 1000 2,137 100

8 municipalities I 1,258 76 5 1,64 0 767
16 municipalities 2 ------------------....----- 386 23 5 497 23 3

SDeptford, Elk Township, Glassboro, Monroe Township, Paulsboro, Swedesboro, Woodbury, and
Woolwich Township.

2 All others

Source United States Census, 1940, Housing, Ist series Data for Small Areas, New Jersey; Umnted StatesCensus of Population. 190, vol III, Census Tract Statistics, e. 42 United States Census of ousmg, 150,
vol. I, General Characteristcs, oh. 30.



TABLE 32.-Population of 18 standard metropolitan areas,i by race, 1940 and 1950

Total population White Nonwhite

Standard metzupolitan alea

1940 1950 Percent 1940 1950 Peic 1940 1950 Percen
1mtrese lI-ccr, Iclen"r

N Yok --.. ---------- 11,660,839 12,911,994 107 10, , 985 11,866,482 S 0 608, 854 1,045,512 50 3
I' c o82 ..... 4.. ............ .... 4,825,527 5, 34 ].1 d 4,4 , R2 4,890,018 9 334, b5 605, 346 l

'ih -Il --a ... -- - - --..... ...............- ..... 3,199,637 3,I71.048 14 7 2,82,791 3.186,404 11 3 33b, 4J 484,644 4.
SL- -Alngpele . .. .. ...... 2,916,403 4,67, 911 4 2,7S, 3 4 4,091,606 41 7 128, 03 276,305 115 S
II ------- -- .. --.. -----.... ...........- 2,377,329 1.01.10 197 20 9 2, 204, 551 2,654,272 20 172 778 361,925 09 5
illl.. ............. ..... 1,083,300 . 7,373 2.1 5 8,524 1070,712 20 194.77 266,661 d11.

t'lh',la nd - . . ...... ....... 1, 267,270 1,4).5, 511 15 I, 1 79, 111 1,311,391 112 s, 229 154,120 4 7 --
t LuI ....-- . ...... .................... 1,432,088 1, t,81,281 174 ,2810.40 1,464,826 14 151,44 216,455 42

\\Washmgton... ..... 967, 985 1,4b4,089 513 77.158 1,122,206 522 2J,827 341,883 4S I
B n- ....... .......... 2,177,621 2,dG9, 9Y 88 2, 140, 294 2,314,256 1 7,327 55, 730 49San Fiancisco- aklail-d -- ..................... _.._ ..... 1,461,804 2,240, 7b7 53 1,397,073 2,030,225 45 1.4,71 210.542 225 ,

ttshugh....... 2,82 556 2, 213, 2h 63 I. ,b7 2,075,97 112, 889 137 264 21 , V
l t"auke --- ---.-.-.......... -.............. -. . 766,885 871,47 1 757,267 847,805 1 0 9il 23 242 1417

Iloustn- ---- - -.-- ............ 528,961 806,701 525 424,819 656,249 545 1(14, 142 150,452 44 0
Slutl.ilo -. . ... ......... .. 958,487 1, 089,23) 13 6 934, l60 1,041,437 11 4 23, 88 47, 793 11) 1 1
Nc - -lleans - - .................... .... 552, 244 b85, 405 241 392, 463 484, 839 2 5 159, 781 200, 56 25 5
hllnnapoull -t P aul ..... ... . 940,937 1, 116,509 18 7 931,070 1,101, 208 1 3 9, 867 15, 01 55
Cl'mlnn t -- -------............................ ...... 787,044 91)4,402 14 9 718,)24 808,746 12 1 19, U20 95, 656 ds

1 lit ll iilt alpit ar l i ,tedl In the ordei oif the 1950 population of the central Suuoc Ullltd Stales Cl-Us of Fupulation, 1950, Adlvan RK'puits, Pell IPC 9, on
city No 1, nd .,i ir' PC It, No 1

cD



TABLE 33.-Population outside central crty or cztzes of 18 standard metropolitan areas, by race, 1940 and 1950

Total population White Nonwhilt

Standard metropolitan area
1940 1959 Percent Percent 190 Percent

increase increase imcrease

New York i .............---------------. ---------------------... 3,474, 911 4, 282, 44 23 2 1 34,, 352 4,108,853 22 9 131,559 173,391 318
Chicago . .-------------------------------------- 1, 428, 719 1, 74,402 31 2 1, 7, 1US9 1,778,493 29 2 52,621 95,909 82 3
Philadelphia .....------- ------ ... 1,268, 303 1, 599, 443 26 1 i, li, 217 1,493, 767 2b 1 84,086 105,676 25, 7
Los Angeles . --...--. . ............... ... 1, 412,126 2, 397, 553 69 8 I, 1,<34 2, 32, 833 68 8 30,192 64,720 114.4
Detroit ......... - - ---......--.. ...-- 753,877 1,166,629 54 8 73 .1,9 1,108, 125 51 4 21,988 58,204 1647
Baltimore .- -. ----- . .---- ..-..... 224,200 387,665 72 9 195, 9 .47, 057 77 2 28,381 40, 608 43. 1
Cleveland -.....-....-......----.. . 388, 934 550, 703 41 6 35,!524 546,130 41 6 3,310 4,573 38.2
St LOUIS ................ . . . . 616,040 824,485 33 8 573, 18416 762, 478 32 9 42,194 62,007 47.0
Washington.. .. ....... ..... .. ..... ... 304,894 661,911 117 1 2b9, 832 604,059 129 8 42,062 57, 852 37 5
Boston-..---------------------- .... ... 1, 406, 805 1, 568, 542 11 5 1 2 1, 555,55 11 5 11,977 12, 986 8 4
San Francisco-Oakland .---.. - 525.105 1,080,835 105 8 n,436 1,7,540 98 9 1869 73,295 29
Pittsburgh _ .. ....... -.-. . .-------......---- 1,410,897 1,536,430 8 9 1, fiO.431 1,482,149 8 9 50:466 54,281 7 6
Milwaukee .... . . 179,413 2 ,0 23,155 30 2 323 50 54 8
Houston......................... ....... - - . 144,447 210,538 45 8 12, 0 185, 746 46 4 17, 587 24, 792 41 0
Buffalo ...........-----....... ....... ... ........ 382,86 509, 098 33 1 37,98 499, 005 32 4 5,598 10,093 80 3
New Orleans -.......... --.......... .......... 57,707 114,960 99 2 47, 88 97,076 103 7 10,019 17,884 78 5
Mmneapohs-St Paul I .....-- -- ---- 160, 831 833, 442 76 2 16, 572 282, 846 76 1 259 596 130 1
Cincim ati --..-----.. - - ------- ---.--.----- 331, 434 400, 404 20 8 318, 171 383,433 20 5 13,263 16, 971 28 0

NOTE.-Areas are listed in order of population of the central city.

Source United States Census of Population, 1950, Advance Reports, Series PC-9, >
No. 6, and Series PC-14, No 1.

m
M

I Outside New York, Jersey City, and Newark.
Outside San Francisco and Oakland

I Outside Minneapolis and St Paul.
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TABLE 34.-Increase in population, inside and outside central city or cities of
18 standard metropolitan areas,' 1940 to 1950

SInside cn- Outside cn- Perent Percent
Standard metropolitan area Total P city inside outside

inrae or cities or cities

New York.... ............. . 1,251,155 443, 772 807, 333 35 5 64 5
Chicago--- ........... 669,837 224,154 445,686 33 5 66 5
Philadelphia -.....-...- 471,411 140,271 331,140 29 8 70 2
Los Angeles. -. ---- -----..-- 1,451,508 466,081 985, 427 32 1 67. 9
Detroit --.-- ..- ...-....---- 638, 868 226,116 412, 752 35 4 64 6
Baltimore. --------------- 254, 073 90 608 163,465 36 7 64 3
Cleveland ...- ------ ------ 198,241 36,472 161, 76 18 4 81 6
St Louos .-..- -.. 249,193 40,748 208,445 16 4 83 6
Washington ..........- 496,104 139,087 357,017 28 0 72 0
Boston..--- ------ 192,365 30 628 161,737 15 9 84 1
San Francisco-Oakland....----- 778,963 223,233 55,730 2 71 3
Pittsburgh.--..-- --- --- ---- 130,680 5,147 125,533 3. 9 1
Milwaukee.----....... -- - 104,162 49, 20 54,242 47 9 52 1
Houston ......---------....-- 277,740 211,649 66,091 76 2 23 8
Buffalo ------------------------ 130,743 4, 231 126,512 3 2 96 8
New Orleans............................ 133,161 75, 908 57, 23 57 0 43 0

uinesapolhs-St. Paul - .------... 175, 572 52, 961 122, 611 30 2 69 8
ncnati --------- --- 117, 358 48, 388 68, 970 41 2 68 8

1 Areas are listed in the order of the 1950 population of the central city.2 
Increase m New York City, Jersey City, and Newark.

SIncease in San Francisco and Oakland
SIncrease in Mineapolis and St. Paul

Source. United States Census of Population, 1950, Advance Reports, Series PC-9, No 6.

TABLE 35.--Increase in the white population, inside and outside central city or
cities of 18 standard metropolitan areas,' 1940 to 1950

S rTotal Inside cen- Outside cen- Pernt Prnttral city tral city iide PerentsideStandard metropolitan area mrease oe cities r ct outside

New York ---- ----- 874 497 2108, 996 765,501 12 5 87 5
Chicago -... -------------- 399, 356 -3, 03 402.395 - 8 100 8
Phladelphia 323,610 14,060 309, 550 43 95 7
Los Angeles ...... -- .----- 1,303,242 352,343 50, 899 27 0 73
Detroit .....--- 449, 721 73,185 376,536 16 3 83 7
Baltimore -.....-.- 182,188 30, 950 151, 238 17 0 83 0
Cleveland .. 132,350 -28,156 160,506 -21 3 121 3
St Louis 

-
...-... -....--.----- 184, 186 -4, 446 188,632 -24 102 4

Washington -........ 385, 048 43, 821 341,227 11 4 88 6
Boston .. ...a..... .... .-- 173,962 13, 234 160,728 76 92 4

an FlanciCo-Ookland---------------- 633152 a 132, 048 501,104 20 9 79 1
Pittsburgh...... 106,305 -15,413 121,718 -14 5 114 5
Milwaukee ---------..... 90,538 36473 4,065 40 3 59 7
Houston . 231,430 172,544 58,886 746 25 4
Buffalo ........---------- 106, 831 -15,186 122,017 -14 2 114 2
New Orleans. 92, 37b 42,988 49,388 46 5 53 5
Mlnneapolls-St Paul 170,138 1 47.864 122, 274 2 1 71 9
Cincinnati-- --.------------ 90, 722 25,4b0 65, 262 28 1 71.9

1 Areas are listed in the order of the 1950 population of the central city.
SIncrease m New York City, Jersey City, and Newark
SIncrease mi San Francisco and Oakland
SIncrease m Minneapolis and St Paul.

Source United States Census of Population, 1950, Advance Reports, Series PC-9, No. 6 and Series
PC-14 No:1.
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TABLE 36--Increase in the nonwhite population, inside and outside central city
or cities of 18 standard metropolitan areas, 1940 to 1950

Inside cen- Outside cn- Percent Percent
Standard metropohtan area in ae tra city tral city inside outside

or cities or cites

New York ....- . --- 376,658 2 334,826 41,832 88 9 11 1
Chicago - - ---- - 270, 481 227,193 43, 288 84 0 16 0
Philadelph . ---.. . -..--. 147,801 126 211 21 590 85 4 14 6
Los Angeles ........ -- 148, 266 113,738 34:528 76 7 23 3
Detroit ...----------- 189,147 152,931 36, 216 80 9 19 1
Baltmore ....-------------- 71,885 59,658 12,227 83 0 17 0
Cleveland -.....-------------- 65,81 64,628 1,2 98 1 19
St Louis ... ----------....---- 65,007 45,194 19,813 6 5 30 5
Washington ... ....----------.... ------ 111,056 95,206 15,790 85 142
Boston - --...---.- 18,403 17, 394 1,009 94 5 55
San Francisco-Oakland . .--.-------. 145, 811 91,185 54, 626 62 5 37 5
PittsbuRh.. -..-...-.......... ...- 24,375 20, 560 3,815 84 3 15 7
Milwaukee..------------------- 13,624 13,447 177 98 7 1 3
Houston .........-...-.....- 46, 310 39,105 7,205 84 4 15 6
Buffalo ..- ..........-- ....... ... .-- 23, 912 19, 417 4,495 81 2 18 8
New Orleans........ -- .... -.. - - 40, 785 32,920 7,86 80 7 19 3
IMmneapohs-St Paul ... ~.. 5,434 5,097 337 93 8 6 2
Cmcinati ......----- ------- 26,636 22,928 3,708 86 1 13 9

SAreas are listed m the order of the 1950 population of the central city.
2 Increase in New York City, Jersey City, and Newark
3 Increase in San Francisco and Oakland4 

Increase n Mneapolis and St Paul

Source Umted States Census of Populatin, 1950, Advance Reports, Series PC-9, No 6 and Series PC-14,
No 1

TABLE 3T-Proportion ofnonwhite population, inside and outside central city or
cities of 18 standard metropolitan areas,' 1940 and 1950

Inside city Outside city Inside city Outsidecity
Standard metropolitan Standard metropolitan

area area
1940 1950 1940 1950 1940 1950 1940 1950

New Yoik ._... .. 64 98 38 40 Boston.............. 33 53 .9 .8
Chicago... .. 8 3 14 1 7 5 1 SanFran cco .. - 5 0 10.5 36 68
Philadelphia .......... 13 1 18 3 66 6 6 Pittsburgh ..-. .. 93 12 3 3 6 35
Los Angeles ....-- 6 5 10 7 2 ] 27 Milwaukee .......... 1 6 3.6 2 2
Detroit ---------- 93 164 29 50 Houston..........----- 22 5 211 122 11 8
Baltimore -----...... 19 4 23 8 12 7 10 5 Buffalo.-- -----. 32 65 15 20
Cleveland -....--..... 9 7 163 9 8 New Orleans-......... 30 32 0 17 4 15 6
St Louis ----.......--------- 13 4 18 0 6 9 7 5 Mneapol ----...... 11 16 2 2
Washington ......--- 285 354 138 8 7 Cincinnati ---- ----- 122 lb 6 40 42

L The areas are listed in the order of the 1950 population of the central city
2 The "outside" area m the case of New York excludes Newark and Jersey City as well as New York

City, m the case of San Francisco it excludes both San Francisco and Oakland, m the case of Mineapols,
St Paul is also excluded

Source United States Census of Population 1950, Advance Reports, Seies PC-9, No 6 and Series PC-
14, No I

A TECHNIQUE FOR MAPPING NEGRO OCCUPANCY BY BLOCKS AND FOR RECORDING CHANGES
IN RACIAL OCCUPANCY

In addition to the foregoing report, the Housing Association undertook (a)
"to make a quantitative analysis of nonwhite households by city blocks in se-
lected areas which appear to be unstable in terms of racial composition," and (b)
"to make a special analysis in selected areas of the city of Philadelphia wherein
housing is becoming newly available for occupancy by nonwhites."

Census data, available in the block statistics for each of the more than 13,000
residential blocks, give the number of occupied dwelling units as well as the
number of dwelling units occupied by nonwhites in 1950. It was proposed to
develop a method of presenting these data on race in the belief that block-by-
hlock mapping would more clearly indicate the areas of concentration as well as
the fringe areas where housing is likely to become available for nonwhite oc-
cupancy Then, if it were possible to locate and map those blocks into which
Negro families have moved since 1950, a visual picture would be obtained of the
piesent status of blocks in terms of racial occupancy.
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Two areas were selected for these studies, one in north-central Philadelphia
(Broad Street to the Schuylkill River, from Girard Avenue to Hunting Park
Avenue) and the other in Germantown.

On street maps at the scale of 1 inch equals 1,000 feet, Negro occupancy in
1950 was mapped in 3 colors using 3 percentage ranges; less than 10 percent, 10
but less than 50 percent, and 50 percent or more. Blocks with no nonwhite
households were not marked at all. For the northernmost part of the north
Philadelphia area another map was made showing Negro occupancy by blocks
in 1940. Mapping of the 1940 data was not extended because the census publi-
cation, Housing, Analytical Maps, Philadelphia, Pa., Block Statistics, contains
a set of black-and-white maps showing Negro occupancy by blocks in 1940.' This
set, if reproduced in color would furnish an easily noticeable visual comparison;
the percentage ranges chosen by the census for the 1940 maps can be combined
into the same percentage ranges chosen in this study for 1950.

In the Germantown area the process was carried one step further, and those
blocks into which at least one nonwhite family was known to have moved since
1950 was marked, using a fourth color.

From these studies it appeared that a citywide set of maps embodying the
1950 data, as well as the changes since 1950, would be valuable. The maps are
not included in this report because color mapping cannot be reproduced within
the cost of this study.

The Commission on Human Relations inspected the trial maps thus prepared
and decided to undertake block-by-block mapping of Negro occupancy and of
changing blocks for the entire city. These maps are now available at the com-
mission where they presumably will be kept up to date with regard to change
in occupancy.

The percentage ranges described-under 10 percent, 10 to 50 percent, 50 percent
or more-were chosen because it was thus possible to classify each block by
inspection of the basic data (occupied dwelling units and dwelling units oc-
cupied by nonwhite), and the necessity of figuring arithmetically thousands of
percentages was eliminated. It would, of course, be possible without much addi-
tional arithmetic to add 1 or 2 more ranges, indicating the blocks occupied by
90 to 99 percent and by 100 percent nonwhite households.

The percentage ranges chosen seemed to give an adequate picture of the
concentrations of nonwhite occupancy as well as the areas possibly in transition.
Care must be exercised in interpreting the blocks with less than 10 percent
Negro households. They may be blocks in transition, and they usually are if
adjacent to blocks that show higher concentrations They may also be blocks
with essentially all white occupancy, but with a Negro resident janitor, care-
taker, watchman, or domestic servant. It would be desirable to verify such
isolated blocks by field inspection. Inspection of land use maps will suggest, in
some cases, reasons for the existence or absence of nonwhite occupancy For
instance, an unmarked block might suggest occupancy by whites only, but in
reality it may be a nonresidential block; or one Negro-occupied dwelling unit
in a block containing an apartment house would suggest a Negro resident janitor.
In some cases nonwhite occupancy is limited to one side of the block although
the marking of the whole block may suggest that nonwhite occupancy is found in
the entire block. Changes in occupancy usually occur on one street frontage at
a time rather than in an entire block. But the census block data do not differen-
tiate occupancy by sectors of the block.

The information on changes in occupancy that occurred since 1950 was mainly
derived from newspaper advertisements. The real-estate ads of the Philadelphia
Tribune, a Negro paper, and of the Sunday editions of the Philadelphia Inquirer
from January 1, 1953, through May 31, 1953, were examined for houses offered
for sale to "colored." Such houses, when located in blocks occupied in 1950
solely by whites, were assumed to indicate a changed or changing block and the
block was marked accordingly on the map.

The method of using real-estate ads as a source of information has its obvious
limitations. An advertisement does not necessarily result in a sale, and occu-
pancy changes may take place without advertisements. It is likely, however,
that a majority of the changes will be discovered by this method The reliability
of this method could be checked by informed persons, realtors, etc., who have a
special knowledge of an area.

1 These and other maps in the same volume were prepared as a WPA project, sponsored
by the Bureau of the Census; it will not prepare a similar set based on 1950 data.

68692-55-pt. 1-- 39
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In spite of the limitations of the technique, the results developed for one trial
area appeared substantially complete and accurate.

METHODS AND SOURCES

Analysis of the trends in the geographical distribution of housing occupied
by Negroes constitutes the bulk of Philadelphia's Negro Population-Facts on
Housing. The Statistics for Census Tracts and the Block Statistics of the 1940
and the 1950 census were the basis of the study They permit an analysis, by
small areas and by blocks, of the number of dwelling units occupied by whites
and Negroes

Data on areas of concentration of Negro households in Philadelphia were
developed from the Statistics for Census Tracts. Since census tracts are in
most cases subdivisions of wards, a compilation of data for wards and for larger
city areas is made possible.

Analysis of the quality of the housing occupied by Negroes is based on the
census tract. The Statistics for Census Tracts furnish detailed data on the
characteristics of dwelling units occupied by nonwhite persons for 124 census
tracts containing 250 or more nonwhite persons Over 99 percent of Philadel-
phia's nonwhite households are in these tracts. However, the 1950 census
(contrary to the 1940 census) does not provide city totals on the characteristics
of dwelling units occupied by nonwhites. Thus city totals (e. g., the number of
dwelling units occupied by nonwhite persons and dwelling units having more
than one person per room), could be obtained only by adding the data for the
124 tracts. Undoubtedly, the city totals for the nonhite population, if and
when published, will differ slightly from the totals given in this report

The chapter on changing neighborhoods represents an effort at showing the
effects of increasing ratios of Negro households on different types of areas
The data were developed from the tract and block statistics.

The comparison of 1940 and 1950 data on the Philadelphia standard metro-
politan area and its component parts, counties, and municipal subdivisions,
revealed that the increase in the Negro population is by no means evenly dis-
tributed. The text and tables for the outlying counties emphasize the differences
in the distributional pattern. The data for 1940 are based on the census of
housing: Data for small areas-Pennsylvania. For 1950, they were developed
from the statistics for census tracts, which for the first time are available for
suburban Philadelphia. The tract data permit the pinpointing of areas of
Negro concentration within municipalities. Because the outlying areas were
not tracted in 1940, a 1940-50 comparison of tract data could not be made. No
qualitative data were developed for the outlying areas.

The growth of the white and the nonwhite population in the 18 largest
American cities and their metropolitan areas was analyzed for the purpose of
comparing developments in Philadelphia and its suburbs with those in other
larae cities and their suburbs. The data were developed from the 1950 Census
of Population, series PC-9, No 6.

The survey of new housing available for Negro occupancy in the Philadelphia
area since the end of the war was based on the records of the Philadelphia
Housing Association and a list of housing insured by the Federal Housing Ad-
ministration and available to minorities. It is possible that the inventory is
not entirely complete, but it is not likely that any development of substantial
size was overlooked. A field survey was made of all developments to determine
location, size, tenure, and price, and to appraise the neighborhoods in which
they are located.

The detailed census data on which most of the study is based are available
for white and nonwhite. By definition, "nonwhite" includes Negroes, Indians,
Chinese, Japanese, and others. However, Philadelphia's nonwhite population
is virtually all Negro; of the 378,968 persons counted by the census as nonwhite,
only 2,927 were counted in 1950 under the heading "Other races," including 409
Indians, 1,242 Chinese, and 416 Japanese; thus other races constitute less
than 1 percent of the nonwhite population. For this reason the term "Negro"
has been used interchangeably with the term "nonwhite" throughout the study
of Philadelphia and its metropolitan area. In the analysis of the 18 largest
cities and their metropolitan areas, the term "nonwhite" is used because minority
populations are not Negro in all cities

White buyers in new developments would realize that the new policy covers
all new developments and that therefore no single project would have a large
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influx of nonwhites. Similarly, residents of existing neighborhoods would
recognize that housing is available to Negoes in many areas and that this would
prevent rapid turnover in any one neighborhood Thus panic flight which often
occurs when the first Negro families appear would be decreased. In this way a
change in FHA and VA policy would have effects in many areas, old and new.
Rather than leading to upheavals, the policy change would have the opposite
effect of decreasing tension and dislocation of families. Over a period of time
a healthful stabilizing influence should be widely felt.

As for nonwhites, a Presidential order would not only improve the practical
situation but also build confidence. The adoption of a policy of nondiscrimina-
tion by Federal housing agencies would encourage Negro families to look beyond
the ghetto area and to seek housing in terms of their own financial abilities and
wishes, wherever the housing may be located.

Private charitable, religious, labor, civic, and human relations agencies would
generally welcome a new policy. More important, the Presidential action would
give impetus and direction to their programs. There are many indications that
upon the issuance of a Presidential order some organizations would imtiate major
programs in support of the administration's policy and program.

Most city administrators would be encouraged by a new policy which would
make possible realistic planning and a concerted attack on problems of slums
and blight by allowing adequate relocation of families in renewal areas and by
stabilizing city and suburb alike.

Recently there have been signs of deepening concern about segregation in
housing. In part, this interest results from the lessening of restrictions in other
fields. In part, it is due to a recognition that housing segregation is on the in-
crease and that, if the process is allowed to continue, advances in education, rec-
reation, and other fields will be weakened or destroyed A demonstration of po-
sition on the part of the administration would give direction and encouragement
to the halting efforts of industry groups, private agencies, and Federal housing
agencies. Support would probably come from leaders of both major parties.
Out of action by the President would grow a vital partnership of government,
industry, and the public which would not only improve racial housing patterns
but strengthen the conscience and international position of America.

AMERICAN FRIENDS SERVICE COMMITTEE, INC.,
Philadelphia, Pa., April 8, 1955.

DEAR FRIEND: The American Friends Service Committee is a Quaker organ-
ization. Along with a variety of other activities we work in the United States
and various parts of the world on those problems of intergroup relations
which result in prejudice and discrimination against people because of their
race, creed or national origin.

At this time we are especially concerned about the exclusion of certain groups
from homes especially on racial grounds. We have had direct practical experi-
ence with this problem in five areas of the United States. Because the demo-
cratic and moral principles involved are so clear to us, we endeavored during
the early summer of 1954 to find out for ourselves how this segregation had come
about, how it was continuing to expand, and what were the necessary steps
to be taken if segregated housing was to be done away with. We did a rather
thorough study of the situation and found some devastating facts and some posi-
tive and hopeful steps which might be taken.

Representatives of government, finance, the building industry, and private
groups have recently expressed great concern about the situation facing Negroes
and other minorities in housing Their increased interest has encouraged us
to bring the results of our research last year up to date to that they might be
shared with all those whose activities, opinions, and policies might affect a
a change in the situation

Enclosed is a statement representing the results of our findings. We believe
that little is currently being done to achieve what we feel to be the desired
results. We feel that the problem is more one of imaginary fears than it is one
of practical reality. We are certain that America needs to correct the injustices
described in our study if it is to solve the problem of unfair discrimination,
if it is really to live up to its belief in equal opportunity for all Americans, and
if it is to maintain any leadership in a world which is predominantly nonwhite.

We urge you to read the enclosed materal. You may find it useful in sharing
with your associates. If you have comments on it we would certainly welcome
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them. If it would be helpful to discuss these matters face to face we will do
everything possible within the limits of time to share with you further our
experience and concerns.

Sincerely,
RICHARD K. BENNlfr,

Secretary, Community Relations Program.

Mr. BARRETT. Now the committee will hear the National Associa-
tion of Social Workers; Mr. Bosworth.

Will you identify yourself, Mr. Bosworth?
Mr. BOSWORTH. Yes; I will take less than 5 minutes.

STATEMENT OF FRANCIS BOSWORTH, ON BEHALF OF THE PHILA-
DELPHIA AREA CHAPTER OF THE NATIONAL ASSOCIATION OF
SOCIAL WORKERS

Mr. BOSWORTH. I am Francis Bosworth, and I am here on behalf
of the Philadelphia area chapter of the National Association of Social
Workers.

Certainly it is no novelty for social workers to be concerned with
the problems of housing and testifying on behalf of raising the hous-
ing standards of our people. As a profession we have more firsthand
knowledge of bad housing and of all the evils which are associated
with bad housing than any other group in the country. We do
not presume to say that any one problem is the No. 1 social problem,
but we do know that bad housing cuts across all other social ills such
as mental health, delinquency, breakdown of family living, unem-
ployment, social notice, and the specialized problems of children
and the aged.

For years social workers have pointed up the evils of bad housing
and the need for government action at the local, State, and Federal
levels. However, the problem is now so great that the Federal Gov-
ernment is the only organization with the authority and the resources
to take leadership. As our housing problem has grown more acute
throughout the depression and the Second World War, social workers
have found themselves more involved in the many plans and programs
to bring relief. Today virtually all social workers give some part of
their time in helping to effect housing programs and many agencies
such as settlements, family counseling agencies, and visiting nurses
have housing specialists on their staff or use such specialists in their
day-to-day operations and for staff training.

We have long been an advocate of low-rent public housing and
we have despaired in seeing this program emasculated and watered
down. Actually, it never was big enough.

Senator Maybank said several years ago that if we had been able
to maintain the maximum housing program which existed under the
administration of President Truman, it would have taken about 120
years to house all of the families of the United States according to
minimum standards of living. We are not speaking only of low-rent
public housing but also of the various credit aids and help for middle-
income groups.

Our first concern at this time is that the Federal housing program
is not achieving the goal which President Eisenhower set. This
congressional committee is acquainted with the volumes of testi-
mony on behalf of the need of housing for our low-income people and
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the value of eradicating slums and housing people in decency. The
committee also knows the concern that social workers have for this
problem and the many times we have gone on record in its behalf.

While urging that all this be effected, we are especially anxious
today to urge that this committee explore the Federal instruments for
assisting the lower middle group who would not be eligible for low-
rent public housing. These people are renters or owners of single
and multiple dwelling houses which are deteriorating rapidly because
of the neighborhoods in which they are located and for lack of needed
repairs and improvements. While we need a large-scale attack to
arrest blight and save these neighborhoods, we also need an instru-
ment for helping and encouraging the individual property owner to
make these repairs and prevent these houses from becoming the slums
of tomorrow. These areas must be certified for redevelopment and
conservation, and subsidy is needed to effect an overall plan to lower
density, prevent nuisance industry, create parks and playgrounds and
the many factors which can make these neighborhoods desirable places
in which to live.

In addition to this overall plan in public improvements which will
raise the value of our cities and prevent blight is the relief we must
furnish to the individual homeowner and landlord. This need not
be outright subsidy but should come in the form of federally guaran-
teed loans for small house improvements. Within a conservation or
renewal area a homeowner should be able to go to his neighborhood
bank and borrow money to bring his house up to standard. I feel
sure that our cities would recruit panels of architects and builders
who would be willing to give their time on advising homeowners and
certifying the need of repair. With such certification, the owner
should then be able to borrow the needed amount from the neighbor-
hood bank which, in turn, should be insured by the Federal Govern-
ment to at least 90 percent of repayment. As many of these amounts
would be small, the big lending agencies would do little to press for
such loan service, but this could mean a great deal to the small banks
and would allow us to conserve our borderline neighborhoods through
self-help.

It is essential that measures be taken to preserve the homes in these
conservation and renewal areas while there is still leadership re-
maining. Generations of leadership have been siphoned off from
neighborhoods on the downgrade and any encouraging movement to
save these neighborhoods will arrest this flight of leadership. Search-
ing out such leaders, developing them, and helping them to take
responsibility in helping to rebuild our cities, is one of the services
social workers can offer in this plan. Within our agencies and as
concerned individual citizens we can give our skill, our time, and the
resources of our agencies to this vital part of neighborhood renewal.

Such a plan would mean that the elaborate and expensive processing
now necessary for Federal insurance of home purchase would have to
be reduced to some kind of blanket certification for a certified area or
neighborhood.

Very little of the Federal program thus far has sifted down to
benefit the lower middle class people. I am speaking especially of
families whose present income does not allow them to purchase homes.
For instance, the 600,000 families earning $3,000 or less constitute a
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very substantial part of our people. Such a family is not considered
a good mortgage risk for a $7,000 house even if it were available. Yet
they could meet payments on an amortized loan of a smaller amount
which would alow them to put their house in a first-class condition.
The alternative to some such relief is that these houses will decline
and depreciate, their present tenants leave, and the taxpayers will
finally pay a very substantial bill for demolition and slum clearance
with no possibility of repayment.

I trust the committee will concern itself for the relief of such
families and recommend measures which will arrest the rapid spread
of blight which threatens to cover most of the old sections of our
metropolitan cities.

Thank you.
Mr. BARRETT. Thank you, Mr. Bosworth.
Do you desire to submit your paper ?
Mr. BOSWORTH. I have already.
Mr. BARRETT. Thank you very much for speeding it up.
The next witness will be Julian Goldberg of the American Civil

Liberties Union.
Mr. Goldberg, will you identify yourself for the record ?
Mr. O'NEILL. Mr. Chairman and members of the committee, my

name is George J. O'Neill, substituting for Mr. Goldberg, who couldn't
attend.

STATEMENT OF GEORGE . O'NEILL, AMERICAN CIVIL LIBERTIES
UNION, GREATER PHILADELPHIA BRANCH

Mr. O'NEILL. I am an attorney associated with the American Civil
Liberties Union, Greater Philadelphia Branch. We joined with the
Fellowship Commission and the other organizations in presenting
to you the statement just given by Dr. William H. Gray. We also
join these other civic organizations in welcoming the visit of the Sub-
committee on Housing of the House Committee on Banking and
Currency to Philadelphia, and we have been gratified at your interest
in and comprehension of the housing problems facing our city.

We have asked to present separate testimony because we wish to
lay before this committee a specific proposal designed to carry out
the recommendations of Mayor Clark and Mr. Gray, that FHA and
VA incorporate an "open" occupancy policy.

We share the views expressed by these earlier witnesses that FHA
and VA benefits should be given to housing which is available for the
occupancy of all citizens without regard to race.

While the Federal Housing Administration has considered as one
of its chief functions in the past that of minimizing the risk involved
in the various transactions which it insures, nevertheless in reporting
on the housing bill of 1954, the Senate Committee on Banking and
Currency made it clear that these financial objectives-
should not obscure the fact that the first responsibility of Congress, and that
of any agency administering part or all of the housing program, is to protect
and preserve the public interest, in general, and the rights of homeowners, in.
particular.

That the availability of housing for minority groups is a matter of
public concern has already been made clear by Congress, which de-
clared by statute-
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All citizens of the United States shall have the same right, in every State and
Territory, as is enjoyed by white citizens thereof to inherit, purchase, lease,
sell, hold, and employ real and personal property.

President Eisenhower also declared in his message to Congress on
housing, on January 25,1954:

The development of conditions under which every American family can obtain
good housing is a major objective of national policy. It is important for two
reasons. First, good housing in good neighborhoods is necessary for good
citizenship and good health among our people. Second, a high level of housing
construction and vigorous community development are essential to the economic
and social well being of our country. It is therefore properly a concern of
this Government to insure that opportunities are provided every American family
to acquire a good home.

In view of these very clear statements of policy, we believe it incum-
bent upon the Federal Housing Administration and the Housing and
Home Finance Agency to adopt regulations putting that policy into
effect.

Our legal research, the results of which are in the memorandum
now being distributed to the committee, convinces us that FHA has
the authority to regulate effectively on segregation and discrimina-
tion, and that existing legislation and regulations are ineffective.
The outlawing of written agreements providing for discrimination-
which is the gist of the current regulations-does not offer a practical
solution.

We suggest that within the powers conferred upon the administra-
tors of the National Housing Act there may be employed a number
of devices which can, if the administrators so will it, effectively end
the national scandal in which minorities are taxed to provide housing
funds the benefits of which are not available to all citizens equally
and impartially without regard to race or color. One type of regu-
lation is submitted herewith. This is not an exclusive remedy; there
are probably many others which might be effective. The heart of our
proposal is that FHA participants who engage in discriminatory
practices be refused the benefits of subsequent participation in the
FHA program.

I would like to read the proposed regulations. [Reading:]

Any person or firm (including but not limited to any individual, partnership,
association, trust, or corporation) participating (either directly as an insured
lender or as a borrower, or indirectly as a builder, contractor, seller or dealer,
or salesman, or sales agent for a builder, contractor, seller, or dealer) under
title I. II, VI, VII, or IX of the National Housing Act, who shall discriminate
against any person on the basis of race, religion, or national origin in connec-
tion with any transaction which is an integral part or merely preliminary to the
lending or borrowing of loans and mortgages insured or to be insured under
the National Housing Act, or which is an integral part or merely preliminary
to the sale, leasing, granting of title, granting ,f possession, or other disposition
of property which is the subject matter of a mortgage or loan insured or to be
insured under the National Housing At, shall he refused the benefits of par-
ticipation under the aforesaid titles after proceedings as provided by the Na-
tional Housing Act, section 512. and such perli or firm shall not be permitted
to participate thenceforth until a bond in a sum to be fixed by the Commissioner
shall be filed with the Commissioner conditional that said person or firm shall
not discriminate in the future

At present this country is m a housebuilding boom of historical
magnitude. The environment is being created today in which democ-
racy will either thrive or degenerate. As the principal administrators
of the National House Act, HHFA and FHA have the duty to use
the powers given them to foster that kind of environment in which
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democracy is most likely to endure. That environment is one as free

of discrimination and segregation as it is humanly possible to attain.

Thank you very much.
Mr. BARRETT. Mr. Ashley?
Mr. ASHLEY. No; I have no questions.
Mr. BARRETT. Thank you very much, Mr. O'Neill, for speeding up

your testimony.
(Further statement of Mr. O'Neill is as follows:)

MEMORANDUM. THE AUTHORITY OF THE FEDERAL HOUSING COMMISSIONER TO
PR3MULGATE REGULATIONS DENYING PARTICIPATION IN PROGRAMS ADMINISTERED

UNDER THE NATIONAL HOUSING ACT TO PERSONS AND FIRMS PRACTICING

DISCRIMINATION AND SEGREGATION IN HOUSING DISTRIBUTION AND FINANCE

Prepared for the American Civil Liberties Union, Greater Philadelphia
Branch, by George J. O'Neill, Philadelphia, Pa.

The President's Reorganization Plan No. 3, effective July 27, 1947,' consolidated
7 Government agencies and their functions into the 3 constituent agencies of the
Housing and Home Finance Agency. These three agencies are the Federal
Housing Administration, the Home Loan Bank Board, and the Public Hous-
ing Administration. The Housing and Home Finance Administrator, who heads
the HHFA, has the responsibility for the general supervision and coordination
of the functions of the constituent agencies' He also serves as Chairman of
the National Housing Council, composed of the heads of the constituent agencies
of the HHFA and the Administrator of Veterans' Affairs, the Chairman of the
Board of Directors of the Reconstruction Finance corporation, the Secretaries
of Defense, Agriculture, Commerce, Labor, and Health, Education, and Welfare'
The purpose of the National Housing Council is the promotion of effective use
of the housing functions and activities of its member departments and agencies
in furtherance of the housing policies and objectives established by law, facili-
tation of consistency between such housing function and activities and the general
economic and fiscal policies of the Government, and for avoiding duplication or
overlapping of such housing functions and activities.' With respect to the Fed-
eral Housing Administration, the Housing and Home Finance Administrator
has the same relationship as the Federal Loan Administrator formerly had.
The Administrator may make such rules and regulations as may be necessary
to carry out his functions, powers, and duties.

The Federal Housing Administration was created by the National Housing
Act approved June 27, 1934, to encourage improvement in housing standards
and conditions, to provide a system of mutual mortgage insurance, and to
exert a stabilizing influence on the mortgage market. The Federal Housing
Commissioner heads this agency. The FHA provides insurance against loss on
several types of loans made by private lending institutions and insures yields on
investments in rental housing for families of moderate income, where no
mortgage financing is involved. The FHA does not make loans and does not
build housing.

The principal activity of the agency is the insurance of mortgages on 1- to
4-family homes under title II, section 203, of the National Housing Act. The
lending agency's guaranty against loss is supported by premiums collected by
the Federal Housing Commissioner, but also backed by Governmental guaranty
against loss to some extent if the premiums fixed by the law should be inade-
quate It is under this program that the FHA has its greatest impact on

112 F R 4981, 61 Stat. 954, 5 U S. C , sec 133 -y16.
rReorganiation Plan No 3, e 5 (b), 5 U S C A., Ase 133y-16; U. S. GovernmentOrganization Manual, 1954-55, revised as of July 1, 1954, p 406
,U S Government Orgnzatlon lasnual, supra, pp 404, 407

; 
Reorganization Plan No.8, see 6, as amended, 12 U S C A , sec. 1701c (a).

See note 3, supra
MacLean, Mortgaqes Under Title II of the Natlonal Housing Act, 21 A. B A. J 217,218. The statute, 12 U S C A, sec 1708, reads ' "MUTUAL MORTGAGE INsrURANC FUND.There is hereby created a Mutual Mortgage Insurance Fund (hereinafter referred to asthe Fond'), which shall be used bv the Commissioner as a revolving fund for carrying

out the provisions of this title with respect to mortgages insured under section 1709 ashereinafter provided and there shall be allocated Immediately to such fund the sum of$10,00.000 out of funds made available to the Commissioner for the purposes of thissubchapter "
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national housing distribution and therefore this memorandum will be primarily
concerned with the Commissioner's authority to regulate under title II.

Any financial institution approved by the Commissioner as eligible mortgagee
may apply for mutual mortgage insurance under section 203 of the National
Housing Act The application form is divided into four parts, namely: (1) the
mortgagee's application setting forth the loan terms, among other things; (2)
the mortgagor's statement setting forth the purpose of the loan, estimated settle-
ment requirements, his employment status and financial position; (3) the mort-
gagor's property description and (4) instructions setting forth the exhibits re-
quired with the application, the financial requirements for closing and the allow-
able charges by the mortgagee. The mortgagor is required to show financial
ability to pay all proper charges in connection with the construction or purchase
and the closing of the loan.

On receipt of the mortgagee's application for insurance, an underwriting
analysis is made of the proposed loan by the technical staff Upon determination
that the mortgagor and the property offered as security conforms with the
standards and requirements prescribed by the Commissioner, a commitment for
insurance is issued to the applicant mortgagee setting forth the terms and con-
ditions under which the loan will be endorsed for insurance. Upon return of
the original commitment properly executed, together with the documents speci-
fied therein, the original credit instrument is endorsed for insurance by the
execution of the endorsement panel, in the name of the Commissioner by an
authorized agent."

The "operative builder," that is one who builds dwellings for the purpose of
selling them, benefits under title II through the issuance by FHA of the com-
mitments or agreements to insure mortgages on buildings when completed.

"These commitments are of three kinds and contemplate three situations:
First, where a definite purchaser has been procured in advance who will become
the mortgagor; second, a commitment to an unknown buyer; and, third, to the
builder as mortgagor, when he can show that with his own capital he will be
able to finance any part of the cost not covered by the proposed mortgage and
will be able to carry the mortgage on a reasonable number of vacant or unsold
dwellings, and that the project is economically sound.

"Lending institutions must determine for themselves the extent of the tem-
porary financing which they will grant They will take into consideration the
following points:

"'Where the commitment to a known buyer has been obtained, a building loan
will be readily available. The lending agency in this case has the assurance of
refunding the temporary loan by an insured mortgage as soon as the building
is completed. Consequently the personal credit of the builder is not a vital
consideration

"'Where the commitment is to an unknown buyer, the situation is entirely
different and the granting of the building loan depends almost entirely upon
the lender being satisfied as to the personal credit of the builder and the prob-
ability of a sale These matters the lender must determine upon its own re-
sponsibility. While it is assured of refunding if and when the property is sold
to a qualified mortgagor, the lender must decide for itself whether the builder
is financially able to carry the property and the building loan for an indefinite
period

"'When the commitment has been issued to a builder, as a prospective mort-
gagor, temporary financing will be easily obtained. In this case the lender is
assured both as to time and credit The FHA has assumed the burden before
issuing the commitment, of determining whether the builder is able to carry as
many properties as be has obtained commitment for The building loan is sure
to be refinanced na soon as the construction is completed'."

Section 611 of title VI authorizes the insurance of mortgages, including con-
struction advances, on projects of 25 or more single-family dwellings. Indi-

S24 C F R, sec 2004. The anthorit cited by FHA for the general regulations con-
tained in 2A C F R see. 200.27 to 200 27. is sF 2, 4S Stat. 1246 as amended, 12
U S C. and Sun 1703: "INSURANCE OF FINANCIAL INSTITUTIONS (a) The Commisioner
is authorized and empowered upon such terms and conditions as he may prescribe to
insure banks, trust companies, personal finance companies, mortgage companies building
and loan aaociations. installment lending companies and other such financial institutions,
which the Commissioner finds to be qualified by experience or facilities and approves as
eligible for credit insurance against losses which they may sustain as a result of loans
and advances of credit * * " (See 24 C. F R at p 101.)

eMacLean, supra, note 11, at p 219.

680f2-55-pt 1-40
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vidual mortgages covering individual dwellings may also be insured under 611
upon release of the individual dwellings from the blanket mortgage."

From the foregoing account it is apparent that the mutual mortgage insurance
program, while directly benefiting mortgagees by insuring their investments
against loss, also, indirectly benefits the builder by enabling him to obtain
financing which might not otherwise be available to him. It is also apparent
that sellers other than builders benefit under the program by the creation of
a wider market for housing as consumer-mortgagors are enabled to obtain mort-
gage loans they could not have obtained without such credit risk protection for
the mortgagees. The consumer-mortgagors have benefited not only in ending
purchase-money moe easily obtainable, but also by lower interest rates and
longer terms on their mortgage loans. These benefits are made possible by the
Federal Government bearing the greatest portion of the risk attendant to mort-
gage financing.

Quite naturally, the Federal Housing Administration has considered its chief
and almost its only function in the past as one of minimizing the risk involved
in the various transactions which it insures, so as to preserve and perpetuate
the mutual insurance fund. Thus the bulk of the substantive regulations pro-
mulgated by the FHA under title II are concerned with risk elements such as the
quality of the secured premises, the credit standing of the mortgagor, the pro-
visions of the mortgage instrument and so forth. While conservation of the
fund is no doubt a duty of prime importance to view this as the sole function
of Ihe Administration is to misinterpret the intent of Congress. The Senate
Committee on Banking and Currency, in reporting the housing bill of 1954, flatly
stated:

"While our committee has included a number of tightening amendments and
safeguards against possible abuses and irregularities in the administration of
the various housing programs, it feels that there is a need for a change in the
approach or philosophy of administration that the Federal Housing Administra-
tion appears to have manifested thus far. While naturally and properly the
FHA should be concerned with protecting its insurance fund, the builder and
the mortgagee against loss, and encouraging profitable programs of construction
and while your committee fully appreciates, as it has stated in the opening
paragraphs of this report, the importance of maintaining a high level of housing
production, these objectives should not obscure the fact that the first respon-
sibility of Congress, and that of any agency administering part or all of the
housing program, is to protect and preserve the public interest, in general, and
the rights of homeowners, in particular. It is your committee's considered
opinion, and unless contrary views are expressed or amendments are offered
that is the intent of Congress that the HHFA and its constituted agencies in
their administration of the program which they are authorized to carry out shall
at all times regard as a primary responsibility their duty to act in the interest
of the individuals home purchaser and sn so doing to protect his interest to the
extent feasible." [Italic supplied.]

The committee of conference in connection with the same bill, stated in its
report, after mentioning that FHA procedures have operated primarily for the
benefit of the Government and its insurance funds:

"Nevertheless, the Congress has consistently recognized and intended, that,
notwithstanding the fact that technically there is no legal relationship between
the FHA and the individual mortgagor, these FHA procedures also operate for
the benefit and protection of the individual home buyer. However, there has
apparently been a strong tendency on the part of the FHA to view these pro-
cedures as operating exclusively for the protection of the Government and its
insurance funds The committee of conference does not believe such a view
to be consistent with the intent of the Congress in respect of the basic legislation
relating to the FHA in the past, and, as to the future, desire to make it abun-
dantly clear that such is not the case

"In this connection, the committee of conference calls attention to two specific
provisions included in the conference substituted which clearly indicate the
intent of the Congress that the protection of the FHA system shall also inure
to the benefit of the individual home buyers." 9

The report then mentions the provision requiring the builder or seller to
deliver warranty to the buyer that the home is constructed in substantial con-
formity with the plans and specifications on which the FHA valuations of such

i12 U. S. C. A see. 1746.
Conference Report 2271, 83d Cong., 2d sess (1954), as reported in 15 U S. C. Cong.and Admin News, p. 4710 et seq.
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home was based and the provision that the builder or seller shall agree to
deliver prior to the execution of a contract of or sale of the property, a written
statement to the purchaser setting forth the amount of the FHA's appraised
value of the property. With reference to the latter provision, the Senate report
stated: "

"Your committee was surprised to learn that the FHA did not make its
appraisals available to purchasers of a new home, prior to the sale, another
instance of FHA's apparent feeling of nonresponsibility toward the consumer."
[Italic supplied.]

The foregoing quotations constitute a clear mandate, as well as criticism,
from the most recent Congress to the FHA to redirect its administration of the
national housing program so as to "act in the interest of the individual home
purchaser and in so doing protect his interest to the extent feasible " The FIHA
should keep in mind its duty to protect and preserve the public interest, in
general and disregarding the lack of legal relationship with the mortgagor, FHA
procedures should operate for the "benefit and protection of the individual home
buyer "

Is segregation or discrimination in housing a matter to which committees of
Congress had reference in the foregoing declarations In all probability the
committees did not have minority problems specifically in mind when these
reports were written. They were addressing themselves to the broader problem
of protection of all housing consumers and the public as a whole. But the axiom
is that the whole equals the sum of its parts; and therefore, to give effect to the
intent of Congress, the HHFA and FHA must direct its attention to the problems
of all consumers arising out of housing distribution with which the FHA has a
connection, including the problems of minorities. Members of minority groups,
as well as other persons, constitute "individual home purchasers" and "con-
sumers" within the language of Congress.

The interest of the individual member of a minority group in having housing
readily accessible to him for purchase without regard to his minority character-
istics is quite apparent. His interest in having housing not only accessible but
also not segregated or set apart from other groups of persons is so natural as
to be obvious. That these interests are also matters of public concern has been
recognized by the United States Supreme Court" and Congress Congress, by
statute has declared: "All citizens of the United States shall have the same
right, in every State and Territory, as is enjoyed by white citizens thereof to
inherit, purchase, lease, sell, hold, and employ real and personal property "

The President also declared in his message to Congress on housing on Janu-
ary 25, 1954:

"The development of conditions under which every Amercanw family can
obtain good housing is a major objective of national policy. It is important for
two reasons. First, good housing in good neighborhoods is necessary for good
citizenship and good health among our people. Second, a high level of housing
construction and vigorous community development are essential to the economic
and social well-being of our country. It zs, therefore, properly a concern of thns
GoverncPnt to insure that opportunities are provided every Amencan family to
acquire a good home." [Italic supplied.]

National policy with respect to such interests and rights having been so
clearly and unmistakably set forth by the judicial, legislative, and executive
branches of the Government, it is incumbent upon the HHFA and FHA to imple-
ment that policy "to the extent feasible " "

It is feasible for the FHA to promulgate a regulation similar to the one accom-
panying this memorandum. Congress has provided: "

" See note 15, supra. 15 U S C. Cong. and Admin News at p. 4623
Brown v Board of Educaton. of Topeka (347 U S , 74 S Ct 686 (1954)), which held

that segregated educational facilities are inherently unequal, depriving minority groups
plaintiffs of the equal protection of the laws guaranteed in the 14th amendment. The
Court recognized the importance of education to democratic society and gave controlling
weight to the fact that segregation. in and of itself, had an adverse effect on public
education. In a comparison case, Bolling v. Sharpe (347 U S -, 74 Ct. 693 (1954)),
the court held that segregation in the schools of Washington, D C, violates the due-process
clause of the 5th amendment, since segregation in public education is not reasonably re-
lated to any proper governmental objective, and therefore is an arbitrary deprivation of
liberty. Cf Hrdv. Hodge (334 U. S. 24, 68 S Ct 847 (1948)) ; Shelley v. Kraemer (334
U S. 1, 68S Ct 836 (1948))

" Rev. Stat., sec. 1978, 8 U. S. C A 42
SQuoted in S Rept 1472, supra, 15 U. S. C. Cong. and Admin. News 4605.

SSee note 15 supra
"12 U. S C A. sec. 1702
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"In order to carry out the provisions of this subchapter I and subehapters II,
III, VI, VIII, and X of this chapter, the Commissioner may establish such
agencies, and prescribe their authorities, duties, responsibilities."

With respect to title II, the National Housing Act states: "
"The Commissioner is authorized and directed to make such rules and regula-

tions as may be necessary to carry out the provisions of this subchapter II."
The FHA has found it within its power to issue regulations concerned with

discrimination and segregation. It has cited the above section of the act as its
authority for the present regulations under title II dealing with racial dis-
crimination These regulations, which are typical of regulations on this subject
found under all other titles or programs of the act, read as follows: "

"MUTUAL MORTGAGE INSURANCE ELIGIBILITY REQUIREMENTS OF MORTGAGE COV-
ERING 1- TO 4-FAMILY DWELLINGS

"ELIGIBLE MORTGAGES

"221.29. MORTGAGE COVENANT REGARDING RACIAL RESTRICTIONS. The mortgage
shall contain a covenant by the mortgagor that until the mortgage has been
paid in full, or the contract of insurance otherwise terminated, he will not
execute or file of record any instrument which imposes a restriction upon
the sale or occupancy of the mortgaged property on the basis of race, color
or creed. Such covenant shall be binding upon the mortgagor and his assigns
and shall provide that upon violation thereof the mortgagee may, at its option,
declare the unpaid balance of the mortgage immediately due and payable.

"ELIGIBLE MORTGAGORS

"221.37. RACIAL RESTRICTIONS CERTIFICATES. A mortgagor must certify that
until the mortgage has been paid in full, or the contract of insurance otherwise
terminated he will not file for record any restriction upon the sale or occu-
pancy of the mortgaged property on the basis of race, color or creed or execute
any agreement, lease or conveyance affecting the mortgaged property which
imposes any such restriction upon its sale or occupancy

"ELIGIBLE PROPERTY

"221.42. RACIAL RESTRICTION ON PROPERTY. A mortgagee must establish that
no restriction upon the sale or occupancy of the mortgaged property on the
basis of race, color, or creed, has been filed of record at any time subsequent
to February 15, 1950, and prior to the recording of the mortgage offered for
insurance."

If FHA has the authority to regulate on this subject at all, it certainly
has the power to issue regulations which are effective. However, the present
regulations are largely ineffectual. The three quoted regulations do not forbid
racial discrimination and segregation; but merely forbid written agreements
to discriminate or segregate. Thus discrimination and segregation without any
agreement or by oral agreement is permitted to continue unaffected. Regula-
tion 221.29 provides that if the mortgagor does execute or file of record a
prohibited restrictive instrument, the mortgagee may, at its option, declare
the unpaid balance of the mortgage immediately due and payable. However,
the mortgagee in all probability would have no interest whatever in enforce-
ment of such a provision, even if it could have any occasion for ascertaining,
once the mortgage transaction was completed, and in the absence of a refinancing
or other cause of title search, whether or not such a restrictive instrument has
been executed or recorded. Regulation 221.37 provides for a certification by
the mortgagor that he will not execute or record a prohibited restrictive instru-
ment, but does not provide for punishment or penalty in the event of a subsequent
breach of the certification Regulation 22131 highlights the ineffectiveness
and total impotency of the present regulations. It places the burden on the
mortgagee of establishing that no prohibited restriction has been recorded
as to the proposed property within certain dates. However, since the deci-

1 Sec 211. 52 Stat 23, 12 U. S C. A. 1715b, which is cited by the FHA as its authority
for the regulations dealing specifically with mutual mortgage insurance which are con-
tained n 24 C. F. R. sees 221.1 to 221.45. See 24 C. F. K (1954 Cum. Pocket Supp.),
5
p 

7 C
7 24 C. F N. sec. 121.29, see 221.17, sec. 121.42.
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sons in Shelley v. Kraemer" and Hurd v. Hodge" such restrictions would
not be given effect by the courts in any event, and therefore depend on volun-
tarily compliance with their provisions. Such voluntary conduct does not re-
quire a recorded instrument to incite it. In fact, most practices of discrim-
ination and segregation today depend on conduct which is either voluntary or
privately coerced through some means other than the sanction of the law of
contracts or property.

The aim of the proposed regulation is to eliminate any and all practices of
discrimination and segregation in housing distribution by any participant in the
National Housing Act's insurance program regardless of the form in which the
practice presents itself or is accomplished. The opponents of such a regulation
are sure to advance the argument that the Federal Government is without
power to forbid discrimination and/or segregation by private individuals and
that it folows that the FHA cannot regulate on this subject in order to prevent
such conduct by private persons. This argument might have some merit if the
proposed regulation was intended to apply to all persons engaged in housing
distribution. But such is not the case. The proposed regulation is limited in
its application to participants in the programs administered by FHA. There-
fore, no private person or firm need submit to the proposed regulation except
by his or its voluntary act of choosing to participate in FHA programs.

No private person or firm has a vested right to participate in these programs.
Any participant may be denied the privilege of participating in accordance
with the provisions of section 512," which provides:

"SECTION 512. Notwithstanding any other provision of law, the Commissioner
is authorized to refuse the benefits of participation (either directly as an
insured lender or as a borrower, or indirectly as a builder, contractor or dealer,
or salesman or sales agent for a builder, contractor or dealer) under title I, II,
VI, VII, VIII, or IX of this act to any person or firm (including but not limited
to any individual partnership, association, trust or corporation) if the Commis-
sioner has determined that such person or firm (1) has knowingly or willfully
violated any provision of this act or of title III of the Servicemen's Readjustment
Act of 1944, as amended or of any regulations issued by the Commissioner under
this act or by the Administrator of Veterans' Affairs under said title III or (2)
has, in connection with contracts or financing relating to such work violated
Federal or State penal statutes."

Section 512 is thus available to the Commissioner to provide effective enforce-
ment of the proposed regulation, should it be adopted by the FHA, and it
cannot be argued that the agency does not have the machinery to enforce such
a regulation. The proposed regulation could be enforced in the same fashion
as other regulations of abuses will be enforced under section 512.

At present this country is in a house building boom of historical magnitude.
The environment is being created today in which democracy will either thrive
or degenerate." It is hardly necessary to point out the impact of the National
Housing Act on the housing distribution system of our country. As the principal
administrators of the National Housing Act, HHFA and FHA have the duty to
use the powers given them to foster that kind of environment in which democracy
is most likely to endure That environment is one as free of discrimination and
segregation as it is humanly possible to attain

Mr. BARRETT. The committee will hear Americans for Democratic
Action, Mr. Robert Greenfield.

Will you properly identify yourself for the record, please, Mr.
Greenfield?

"1 334 U. S. 1, 92 L. Ed. 1161, 68 S. Ct. 838 (1948).
- 334 U S. 24, 92 L Ed. 1187, 68 S. Ct. 847 (1948).

m Public Law No. 560, 83d Cong, 2d sess., sec 132 (August 2, 1954, effective October 1,
19541 , as reported in 15 U. S. C. Cong and Admin. News 4494.

1 The U. S. Supreme Court cited the following authorities on the sociological, psycho-
logical, and economic effects of racial discrimination in the Brown case, supra, note 11:

1. K. B. Clark, Effect of Prejudice and Discrimination on Personality Development
(Midcentury White House Conference on Children and Youth, 1950).

2. Witner and Kotnsky, Personality in the Making, ch. VI (1952).
3 Deutscher and Chein, Psychologicl Effects of Enforced Segregation: A Survey of

Social Science Opinion (26 J. Psychol. 259 (1948)).
4 Chein, What Are the Psychological Effects of Segregation Under Conditions of Equal

Facilities9 (3 Int J. Opinion and Attitude Res. 229 (1949)).
5. Frameld, Educational Costs, in Discrimination and National Welfare (Melver, edition

1949), 44-48.
6. Frazier, the Negro in the United States (1949), 674-681.
7. MIyrdal, An American Dilemma (1944).
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STATEMENT OF ROBERT K. GREENFIELD, PHILADELPHIA
CHAPTER, AMERICANS FOR DEMOCRATIC ACTION

Mr. GREENFIELD. My name is Robert K. Greenfield. I am an at-
torney practicing in Philadelphia, and I am associated with the Phila-
delphia Chapter of the Americans for Democratic Action.

Our chapter wants to be recorded as supporting the position that
has been stated by the witnesses who preceded me today before this
committee. Our chapter is very mindful of the fact that in Phila-
delphia, as we believe in other big cities throughout the country, there
has been a marked trend of diminishing percentage of minority groups
living in the suburban areas where the big housing developments are
taking place, and an increasing percentage of minority groups within
the city proper.

We believe that this trend is a reflection of the fact that the new
construction taking place in the suburbs is not open, and we believe
that the solution to it must be found in several places of which one
very important one is legislation at the level of FHA and VA financ-
ing. Unless measures are adopted which will make it difficult, if not
impossible, for developers to engage in discrimination in the sale of
houses, we believe that this trend will continue to have serious and
damaging propositions. We are not unmindful of the views sometimes
expressed, more often not expressed, but nevertheless held by many
developers, builders, financial people, that if open housing is enforced
upon them it will interfere with the successful operation of their busi-
ness. We do not, however, believe that they are right. From the ex-
perience that we have seen in other areas where legislation has stepped
in and has made this kind of discrimination unlawful we are con-
vinced that the businessmen who so think are in error, that in fact
their business will not be adversely affected by such legislation.

On the contrary, it will, if anything, tend to stimulate the develop-
ment along the lines of constructive and sound business, and there-
fore we want to be recorded as supporting the position taken here by
the other witnesses this morning.

Mr. BARRETT. Thank you.
Mr. GREENFIELD. Thank you.
Mr. BARRETT. The next witness will be Fellowship House, Morris

Milgram.
Mr. MILGRAM. I have no written statement.
Mr. BARRETr. Will you properly identify yourself.
Mr. MILGRAM. Yes.

STATEMENT OF MORRIS MILGRAM, FELLOWSHIP HOUSE

Mr. MILGRAM. Yes, my name is Morris Milgram and although Fel-
lowship House has asked me to appear, I am speaking for myself as
a builder.

Mr. BARRETT. May I just interpose this one point: Of course we are
trying to be as lenient as we can with time. We have several witnesses,
and we are going to try to extend you 10 minutes.

Mr. MILGRIAM. Thank you very much. I will keep to the time ex-
actly.

I am the executive vice president of the Concord Park Homes, Inc.,
now building a development of 140 houses just outside of Philadelphia
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in Trevose, Pa. We are selling our houses without racial origins dis-
crimination, and the pattern of occupancy has developed 55 percent
of the people living there are white, 45 percent are Negro.

The credit restrictions now in operation have come at a time when
open occupancy housing as represented by our development, which
is the first of its kind in the country, the first development of private
single homes being sold really without regard to race or creed, and
being occupied by both whites and Negroes. These credit restrictions
coming at a time when the movement to open occupancy is just be-
ginning serves not only to prevent Negroes who want homes from get-
ting them, but also to prevent whites who feel that they want homes in
areas where every man can live.

From 1945 to 1953 in Philadelphia there were only 45 new homes
available to Negroes, while at the same time 40,000 new homes were
built and available to whites. During that same period approximately
20,000 old houses were bought by Negroes under more severe credit
restrictions than applied to whites, shorter term mortgages, higher
downpayments, fantastic fees for securing mortgages, an indication
of the existence of a terrifically large market.

We have found that this market of Negroes wanting homes is very
great. We have no shortage of Negro purchasers.

To give you an idea of the demand for open occupancy housing as
it differs from the demand for Negro housing, an Army captain walked
into my office one day last year and said, "I want you to know I am
buying a house from you not because it is housing available to Negroes
but because it is housing available to all people." He said, " I want to
bring up my boy as a man and not as a second-class citizen." His boy
happened to be a Korean war orphan that he had adopted during his
service in Korea.

Another instance of the same thing developed when another Negro
purchaser driving home with me from the settlement of his house and
discussing the advantages of one-story living, said, "I am not going to
live longer because your house is a one-story house, and I don't have
steps to climb; I am going to live longer because for the first time in
my life I have the will to live." I want to associate myself with the
very important statements made by Dr. Gray and Robert Greenfield,
and the American Civil Liberties Union representative with special
reference to the need for the Government making clear its position,
not purely out of justice to Negroes and to whites to want to live in
open occupancy housing, but partly to make clear to people all over
the world that we Americans are sincere in our determination to prac-
tice what we preach overseas.

I think it would be worth more than many divisions in the world-
wide struggle against communism to affirm in law our belief in the
essential dignity of man, and to refuse to give Government financial
assistance in the form of mortgage insurance to builders who dis-
criminate.

I have builder friends who tell me that if the law were that way they
would be delighted, but as long as the law permits them to dis-
criminate it is extremely difficult for them to change from the accepted
pattern of all-white housing.

Now, I want to say that I have not been making any financial sacri-
fice to build housing available to all people. There is a demand from
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whites as well as from Negroes, and our company is a profitmaking
concern, and our financial statement shows that we will make a reason-
able profit on the houses we are building. We think that through
example we can start the ball rolling, but we need the assistance of
Government in affirming its position.

I have taken 5 of my 10 minutes. I thank you very much.
Mr. BARRETT. Thank you very much.
The committee will recognize the Philadelphia Catholic Housing

Council.
Mr. ASHLEY. Mr. Chairman, inasmuch as the witness took only 5

minutes, I would like to commend him on his very fine and inspiring
statement. It is all too seldom-perhaps I shouldn't put it that way-
I will simply say it is inspiring to find a gentleman who actually
practices the principles in which we believe.

I would be interested in knowing the price range of the homes you
are selling.

Mr. MILGRAM. In the Concord Park development our houses are
$12,000 for a basic 3-bedroom with garage model, and we have a
$13,600 model, with a powder room, fourth bedroom and storage
room in addition. We have a second development known as Green
Belt Knoll, Inc., under the same ownership in Philadelphia, where
the same house is now open where the houses start at $17,950 for
3-bedroom, 11/2 bath houses, with cellar and go up to $22,800 for
five-bedroom, 21/2 bath houses. We find no shortage of purchasers,
both negro and white, for developments of this kind.

Mr. ASHLEY. Thank you very much.
Mr. BARRETT. The committee will recognize the Philadelphia Cath-

olic Housing Council, Mr. Joseph R. Stanton.
Will you identify yourself, Mr. Stanton, for the record.

STATEMENT OF JOSEPH R. STANTON, PRESIDENT, PHILADELPHIA
CATHOLIC HOUSING COUNCIL

Mr. STANTON. My name is Joseph Stanton. I am president of the
Catholic Housing Council of Philadelphia. I will try to take just
several minutes, and hit the highlights of our statement. The full
text of which I have just handed to the reporter.

The Philadelphia Catholic Housing Council, a group of lay Cath-
olics interested in contributing to the betterment of housing conditions
in Philadelphia, respectfully submits this statement. The council
is composed of men and women who have both a professional and
nonprofessional interest in the field of housing. It is a recognized
Catholic organization but does not presume to speak as an official
voice of the archdiocese.

The council has two main purposes:
1. To analyze and interpret housing matters in terms of sound

social principles.
2. To serve as a liaison between official agencies, parishes, and

neighborhood groups.
In its review of the local housing scene and, in particular, of the

impact of Federal housing programs on that scene, our council is
agreed on the following points to be recommended to the committee's
attention.
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1. The coordination of Federal Housing programs, which was at-
tempted in the Housing Act of 1954, was a sound step. A city's
housing problems are inextricably intertwined and can be effectively
dealt with only as a whole. The 1954 act was a sound step forward
in the direction of this goal. Further coordination, however, is both
possible and desirable; if it is to continue this trend should be
expanded.

Our next point is that the workable program requirements that
the Federal Government imposes on cities should include a more
realistic and positive approach to neighborhoods. They should in-
clude specific neighborhood policies designed to strengthen the neigh-
borhood and give official recognition that it is an entity, a basic unity
of the city.

It is imperative that all Federal operations be of such character
as to allow the development of personal and family responsibilities.
Many of the present developments have taken the form of vast in-
stitutional structures which do not put and cannot foster family
initiative, family identity, or contribute to family privacy. There is
a very serious question whether high density multistructures permit
wholesome family life. Certainly such structures limit family func-
tions in a very obvious way. Space limitations therein make it diffi-
cult to conduct a family-centered homelife, including joint work and
recreation.

Finally, I would point out that any renewal worthy of the name
must take into consideration the roadblock of increasing racial segre-
gation. Unless there is great expansion in opportunities for families
to obtain decent housing without restrictions of a racial nature we
are defeating our own purposes. The only way to achieve this expan-
sion is to end the existing restrictions in the private housing market.
Here we are faced with a moral responsibility.

The commendable provisions of the Federal Government to make
new homes available to veterans with little or no downpayments have
been consistently denied to our Negro veterans. The desire of these
families to purchase property and enjoy the security of homeowner-
ship can only be fulfilled by their acceptance of second- or third-hand
houses with more costly terms and additional expenses which accom-
pany such provisions. This, in turn, limits the progress of such fami-
lies in many other ways.

In conclusion, we therefore advocate a forthright provision by the
Federal Government that all housing built or subsidized or insured
by Federal funds, including FHA, shall be made available to all of
our citizens without restrictions based on race or color.

Mr. BARRETr. Thank you very much.
Mr. STANTON. I have handed our entire statement to the reporter.
Mr. BARRETt. Thank you for speeding things up.
(The material referred to by Mr. Stanton is as follows:)

STATEMENT BY JOSEPH R. STANTON, EsQ., PRESIDENT, PHILADELPHIA CATHOLIO
HOUSING COUNCIL

The Philadelphia Catholic Housing Council, a group of lay Catholics interested
in contributing to the betterment of housing conditions in Philadelphia, re-
spectfully submits this statement. The council is composed of men and women
who have both a professional and nonprofessional interest in the field of hous-



~01 INVESTIGATION OF HOUSING, 1955

ing. It is a recognized Catholic organization but does not presume to speak as
an official voice of the archdiocese.

The council has two main purposes:
1. To analyze and interpret housing matters in terms of sound social prifici!

ples,
2 To serve as a liaison between official agencies, parishes, and neighborhood

groups
In its review of the local housing scene and, in particular, of the impact of

Federal housing programs on that scene, our council is agreed on the following
points to be recommended to the committee's attention:

1. The coordination of Federal housing programs, which was attempted in
the Housing Act of 1954, was a sound step. A city's housing problems are
inextricably intertwined and can be effectively dealt with only as a whole The
1954 act was a sound step forward in the direction of this goal. Further coordi-
nation, however, is both possible and desirable. If it is to continue, this trend
should be expended.

2. Much greater attention must be given to some basic social principles in any
successful effort at urban renewal. Sound social principles were almost, if not
completely, ignored in the early development of our cities. The most basic
physical requirements for community life and civic vitality were ignored. The
result is the formless mass of the present city, a setting so huge that the individual
citizen feels helpless and unable to function effectively therein. The inevitable
result is civic apathy. Concern for the community and the neighborhood is
thwarted because the arena in which the individual citizen may participate is
so formless, so massive, and so confusing.

The attention presently being directed toward citizen participation in the
urban renewal approach should be highly commended. It indicates a recognition
that there is a close connection between the twin problems of urban blight and
civic apathy. It indicates recognition that Government programs alone can
never solve these problems. The proper function of government is to set the
stage, provide the aids, and clear away the obstacles which will make it possible
for citizens to share in the job

If these things are to be accomplished, the Federal housing programs must
give greater attention to these basic social principles which are necessarily
involved in any successful attempt at urban renewal. More specific and positive
emphasis on a neighborhood approach is essential.

The workable program requirements that the Federal Government imposes on
cities should include a more realistic and positive approach to neghborhoods.
They should include specific neighborhood policies designed to strengthen the
neighborhood and give official recognition that it is an entity, a basic unit of the
city.

The fundamental social principle involved is that citizens need a smaller
arena within which to exercise their initiative and participate as active citizens.
The neighborhood comprises this natural arena within a city. If we are to clear
the way for citizens to act effectively we must strengthen the unity within the
neighborhood and recognize its potential. Where time and decay have obliter-
ated neighborhood consciousness, the replanning of the area should provide for
the establishment of new neighborhoods with specific physical boundaries to be
carved out of the old area.

The Philadelphia Catholic Housing Council therefore urges that an attempt
be made to coordinate civic, religious, and other community institutions along
neighborhood lines as a part of the workable program.

The key to successful urban renewal is overcoming the apathy of the urban
citizen. Efforts outlined above, which would strengthen the neighborhood by
giving it a sense of being with official status would give to citizens a more
meaningful role in its development

It is imperative that all Federal operations be of such character as to allow
the development of personal and family responsibilities. Many of the present
developments have taken the form of vast institutional structures which do not
put and cannot foster family initiative, family identity, or contribute to family
privacy. There is a very serious question whether high density multistructures
permit wholesome family life Certainly, such structures limit family functions
in a very obvious way. Space limitations therein make it difficult to conduct
a family-centered homelife, including joint work and recreation. They present
difficulties in caring for aged members of the family. Such structures are rela-
tively new in the Philadelphia housing scene They are, undoubtedly, better
than slums and have offered cleaner, more sanitary, housing opportunities for
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countless families. A more humane family atmosphere is necessary for full
family life and proper supervision of children. It is our earnest hope that
future Federal programs will aim at achieving these greater degrees of family
development.

Finally, we would point out that any renewal worthy of the name must take
into consideration the roadblock of increasing racial segregation. Unless there
is great expansion in opportunities for families to obtain decent housing without
restrictions of a racial nature we are defeating our own purposes. The only
way to achieve this expansion is to end the existing restrictions in the private
housing market Here we are faced with a moral responsibility.

The commendable provisions of the Federal Government to make new homes
available to veterans with little or no downpayments have been consistently
denied to our Negro veterans. The desire of these families to purchase property
and enjoy the security of homeownership can only be fulfilled by their acceptance
of second- or third-hand houses with more costly terms and additional expenses
which accompany such provisions. This, in turn, limits the progress of such
families in many other ways.

In conclusion, we, therefore, advocate a forthright provision by the Federal
Government that all housing built or subsidized or insured by Federal funds,
including FHA, shall be made available to all of our citizens without restrictions
based on race or color.

Mr. BARRETT. The next witness will be Dr. William Wheaton, the
Institute of Urban Studies.

Will you properly identify yourself for the record, Doctor l

STATEMENT OF DR. WILLIAM WHEATON, THE INSTITUTE OF
URBAN STUDIES

Dr. WHEATON. I am William Wheaton, director of the Institute of
Urban Studies, University of Pennsylvania, professor of city plan-
ning at that university, and vice president of the National Housing
Conference.

Since I understand that the committee has heard much on the
problem of relocation of families of low income in redevelopment
areas, I am going to devote my attention today to the problem of re-
housing middle-income families. I have presented to the committee
3 tables, the first of which shows the income distribution of families
requiring relocation in 2 redevelopment areas in the city of
Philadelphia.

In one of these areas 34 percent of the families and in the other
52 percent of the families fall into income groups which are above the
levels ordinarily admitted to public housing, but below the levels which
ordinarily can afford new private housing. This is some rough meas-
urement of the extent of the need for some program of middle-income
housing to accommodate families in this class.

Now these families in general divide into two groups, many of them,
particularly the minorities among them, are paying now a higher
proportion of their income for rent than most families do or than
these families can afford. There are many of the families to be relo-
cated, on the other hand, who could afford to pay higher rents. They
now pay less than they properly could afford to pay. We do not have
a careful study of these two groups, but I would like to refer to a
study made in Cincinnati last year of the problem of relocating
families from a blighted area there.

The second table which you have shows the percentage distribution
of the rents now paid by these families, of the rents which the families
feel that they can afford to pay, and of the rents which social workers
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who did the interviews estimated these families ought to be able to
afford to pay.

I have in my hand here a chart which perhaps you can see which
shows these relationships. In the bottom line you will note there are
the rents now paid by families in the slum area, the low rents are down
here and the high rents are up here [indicating]. On the second line
you will see there is quite a wider distribution. This is the line of
rents that the families say they are willing to pay, and the third line
of bars is the rents which the interviewers felt the families could afford
to pay.

If I were to summarize this table, I would say that the median rent
now paid by these slum families is $21 a month. They have expressed
a willingness to pay a median rent of $32 a month. The interviewers
felt that the families could afford to pay $48 a month median rent.
Now within those medians, of course, there is a wide distribution. I
think that this suggests that there are many families living in slum
areas who are willing to pay a higher rent and can afford to do so if
something decent is offered to them, something enough better to war-
rant the extra payment.

I wish to call your attention to the fact that the magnitude of the
increases is not enough to pay for the extensive rehabilitation of houses
which now lack plumbing, if such rehabilitation must be financed on
a short-term basis. But, on the other hand, it does provide an oppor-
tunity for many of these families to better their housing condition,
if better housing were made available to them. While the income
range suggested is generally in the level shown for families which
you thing of as occupying public housing, the third table brings out
the income of these families who are not eligible for public housing,
and shows the rents which they ought to be able to pay for housing.

You will notice that even in the lowest rent brackets, $20 to $30 a
month, there are groups of families who are not eligible for public
housing who can pay a modest rent, but rents which are far below
the level of new or even decent old private housing available on the
market. Of course, we can solve this relocation problem for middle-
income families to some degree from the existing supply of housing.

I would call the attention of the committee to the fact, however, that
mortgage loans for existing housing usually require higher down-
payments and shorter amortization payments than for new homes.
This severely limits the number of these families who can buy new
housing.

The supply of decent middle-income rental housing has always
been short. The total supply of housing has always been short and
the demolitions which we face in redevelopment and highway build-
ing will further reduce this supply. This suggests to me the need
for a substantial program which would provide new housing for
middle-income families relocated as a result of slum clearance, reha-
bilitation, and conservation activities.

We need such a program to take care of relocation needs, to pro-
vide new housing in rebuilt and cleared areas, and to increase the total
volume of home building to overcome housing shortages. In 1950
a bill was introduced in the Congress and passed in the Senate, S. 2246,
which would have provided for a cooperative bank authorized to
make low-interest-rate loans over longer periods of time, to cooper-
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ative and nonprofit housing corporations, to provide just such
housing.

The National Housing Conference hopes that during the next
session of Congress, there will be introduced a similar bill or a bill
with similar features which would permit private builders; that is,
private speculative builders, nonprofit corporations, and cooperatives
to build housing at price or length levels within the means of these
middle-income families. We believe that the program should be
extended at this time so as to bring in individual single detached homes
in conventionally financed private developments.

Preference should be given to families who are living in substand-
ard housing or who are being displaced as a result of public redevelop-
ment or rehabilitation programs. We believe that exceedingly low
downpayments will be necessary, but only on a neeed basis and we
believe such a program could be administered through existing private
lending facilities. In conclusion, Mr. Chairman, I should just like
to point out that the present administration has brought forth a bold
program to solve our problem of highways.

A total expenditure of $100 billion over the next 10 years was
suggested, if I recall correctly. It seems to me we need a comparable
program in housing. Not a program like the roads program, which
would result in a vast expenditure without any recapture of funds,
but a loan program, a program of loans which would be fully repaid,
perhaps at substantially lower than the market interest rate, but
to solve a problem which can be solved in no other way than by a
very low interest rate and very long-term program.

If I may coin a phrase, it seems to me that the issue the country
faces is whether or not what is good for general houses is also good
for the country.

Mr. BARRETT. Thank you, Dr. Wheaton. I am certainly sure the
committee will appreciate your very fine statements, and at a later
date I hope we can get more of them.

I think Congressman Ashley would like to ask a question.
Mr. ASHLEY. Of course, your reputation goes out ahead of you,

Mr. Wheaton, and because you have been somewhat restricted time-
wise this morning, it is certainly my hope, and I am sure I speak for
the other members of the committee, that you will find it convenient,
perhaps, to meet with the staff members of this committee to discuss
in greater detail the positive aspects of the recommendations which
you have made.

Dr. WHEATON. I certainly would be glad to, Congressman.
Mr. ASHLEY. Thank you.
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(The data referred to above is as follows:)

Family incomes in redevelopment areas in Philadelphia

Distribution Distribution

Weekly income Unier- North Weekly income Umver- North
sity Allen sity Alien

area area area I area s

Percent Percent Percent Percent
Under $25............ -.. .... 10 8 $65 to $70 ------ - 4 7 8.2
$25 to $30.---.... ----- 71 4 5 $70 to $75 ........---...... 71 41

50 to $35.............. 58 3.9 $75 to $80 ..... . 47 5.0
$35 to $40 ..------. 3 5 24 $80 to $85 35 41
$40 to $45............. 24 45 $85to $90...... 3 5 54
$45 to $50 o..5. 10 6 5 4 $90 to $100 ............ 9 4 45
$50 to $55. -........ . ...--- 24 14 9 $100 and over.. --.... .... 20 0 69
$55 to $60 ...----. . 7 1 5 6 Middle-income famtles: -- 34 2 51.6
4o to $65-..- ........ 82 97

J Monthly rents paid by these families were as follows. Percent
$20 to $50 ......- --..-....-...... ..... ........... 69 3
$50 to $80 ....... ---- --- ------............ ............. 29 1
$80 and over ..... --------.... -------..--------- --------- 1 6

Weekly rents paid by these families ere as follows Percent
$3 to $11 (under $45 per month) ....... ---- ........ .--......... 89 1
$11 to $17 (45 to $75 per month) ----......---..................- .............. 10 7
Over $17 (over $75 per month) ------- ---.---.--------- - --------------------- 2

* Those with weekly incomes of $50 to $80 and are In income classes above those generally eligible for public
housing and below that required for purchase or rent of new urban housing.

Rents now paid, rents families feel they can afford to pay, and rents families
could pay if 20 percent of income were spent for rent-Laurel redevelopment

area, Cincinnati, Ohio, 1954

[Percentage of all families]

Rent Rent
Rent Rent family Rent Rent family

Rent class no family could ent cla y l
paid feels it pay f Rent clas now it o

a pay 20 en p can pay 20 percent
of income of income

Percent Percent Percent Percent Percent Percent
Sto$8 --------. 4 25 0 10 1.04 $57 to $64 2 0 21 1.45 11 19

9to $16.....- . 2186 456 825 $65to $72 -.. .21 64 838$17 to $24 ..... 30 98 9 53 80 $73 to $80...--- 21 5 39
$25 to 32.... 27 25 2487 9 12 $81 to $88 .- 0 55$33 to $...... 974 246 9 6 $89 to $100 ..-. 249$41 to $48 .--... 301 653 10 67 Over $100 .-- 3 52
$49 to $56..------ 73 725 13 16 Unknown ...-- . 145 20 41 3 42

Sourm Characteristlcs of Occupants of Laurel 3. Office of the city manage, Cincinnati, Ohio, 1954

Percentage distribution of housing units needed to relocate families displaced by
redevelopment and ineligible for public houssng-Laurel redevelopment area,
Cinciniati, Ohio

[Based upon 20 percent of income for rent]

Percent Percent Percent Percent

Under $O. .--. -.-.....- 13 70 to $0 ..... i. . 16 1
500to ..3 ......... - 4 $S0 and over 16

$7to 6...... . Unknown 7 4
540 to .. .. . ..... 7 i
$50 to $60 --- 5-.. 16 Total ..---- --. 100 100960 to $70 ........... 6 14

Source Adopted Irom tables 27-28. Charactenistlcs of Occupants of Laurel 3, Office of the city managersmcinatl, Ohio, 1554.
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Mr. BARRETT. The committee will recognize George Schermer, of
the Philadelphia Commission on Human Relations.

Mr. O'NEILL. Mr. Chairman, I would like to ask permission to in-
clude, on behalf of the American Civil Liberties Union, the memoran-
dum supporting the proposed regulations.

Mr. BARRETT. You may do so.
Mr. O'NEILL. Thank you.
Mr. BARRETT. Would you identify yourself for the record, please,

Mr. Schermer
Mr. SCHERMER. I am George Schermer, the director of the Com-

mission on Human Relations of the City of Philadelphia.

STATEMENT OF GEORGE SCHERMER, DIRECTOR, COMMISSION ON

HUMAN RELATIONS, CITY OF PHILADELPHIA

Mr. SCHERMER. Gentlemen of the committee, I am quite sure

that you have already heard a good part of the information which I

have placed in a statement here because I have reviewed at consid-

erable length the facts and they are very fully documented in a re-

search report which I have with me here, copies of which I am going
to leave with the committee.

(The information is as follows:)

STATEMENT BY GEORGE SCHERMER, EXECUTIVE DIRECTOR, CITY OF PHILADELPHIA
COMMISSION ON HUMAN RELATIONS, PHILADELPHIA, PA.

I am appearing on behalf of the Philadelphia Commission on Human Rela-
tions. This commission is an official agency of the city of Philadelphia, having
been provided for in the Philadelphia home-rule charter which went into effect
in 1952. The charter provides that the commission shall "administer and
enforce all statutes and ordinances prohibiting discrimination against persons
because of race, color, religion, and national origin * * * institute and conduct
educational programs to promote the equal rights of all persons regardless of
race, color, religion, or national origin * * * (promote) understanding among
persons and groups of different races, colors, religions, and national origins."
The commission consists of nine members appointed by the mayor who serve
without pay as a policy body. The program of the commission is carried out
by a paid staff financed by city appropriations.

In developing its program, the commission has included the responsibility for
promoting a research and educational program designed to assure equality of
opportunity for all persons regardless of race or ancestry in obtaimng decent
and desirable homes. It is also the responsibility of the commission to work
closely with the city administration planning and housing agencies in the
implementation of the overall program for providing shelter and promoting a
long-range program of city development, redevelopment, conservation, reuse, etc.

In our testimony we plan to show that the objectives of the national program
for urban conservation and reuse cannot be successful and must eventually
fail unless the Federal home-mortgage insurance and guaranty program can be

made to foster and promote an open, racially unrestricted housing market.

OBJECTII ES OF THE NATIONAL PROGRAM

It is our understanding that the several objectives of the national program
are:
ar. To assure the provision of adequate, decent, safe, and healthful shelter for

families at all levels of income.
2. To assure a healthy and stable housing industry capable of meeting the

Nation's needs.
3. To assure the stability of housing investment.
4 To conserve the housing and the neighborhoods which are essentially

sound.
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5 To rehabilitate the housing and the neighborhoods which have not de-
teriorated beyond rescue.

6. To clear away and rebuild the heavily blighted areas.
7. To revitalize our cities and capture the great human, cultural and spiritual

qualities inherent in good urban design and organization.

MANY FACTORS BEAR UPON REALIZATION OF OBJECTIVES

The realization of these objectives is dependent upon many factors: sound,
imaginative city planning, effective political and civic organization and support,
a healthy economy, a variety of legislative and legal provisions, adequate, direct
Federal and local financing and extensive governmental provision of incentives
to private investment and initiative.

Other testimony, we are sure, will have adequately covered these grounds
Our testimony is purposely limited to a few considerations related to housing
market restrictions based upon race, color, religion, or national origin.

ROAIAL RESTRICTIONS IN HOUSING ARE READILY APPARENT

We are sure that no one questions the fact of racial restrictive practices in
the housing market. The evidence is everywhere apparent, even to the casual
observer.

Occasionally, there are persons who argue that racial restrictions have been
outlawed and do not exist. These people refer to the United States Supreme
Court decision of May 1948 (Sipes v. McGee) which ruled that racially restric-
tive covenants are not enforceable in the courts. They point also to the require-
ment of the FHA and VA that the applicant for mortgage guaranty commitments
must pledge that there will be no racial restriction attached to the land. This
means only that there shall be no restriction of record. It does not, and has
not, prevented the maintenance of restrictions in practice.

RACIAL RESTRICTIONS MOST EFFECTIVE IN NEW HOUSING

Racial restrictions upon housing are most effective where control is centralized
and/or where sanctions can be brought to bear. Thus, large rental properties
are always very effectively restricted The promoters of new residential devel-
opments have complete control over sales or rentals Racial restrictions in new
developments are almost universal.

In the Philadelphia metropolitan area more than 140,000 new dwellings were
placed on the private market during the years from 1945 to 1953. Of this
number only 1,044 or less than eight-tenths of 1 percent were available to non-
whites.

Builders and realtors openly admit to racial restrictions. In fact, assurances
of such restrictions are given as a sales feature. It is commonly stated by
members of the housing industry that there is great risk involved in any venture
which does not have the "white only" tag upon it. Practically the only housing
which does not carry the "white only" tag is that which has been built on
marginal land and is intended specifically for the Negro market.

THERE IS A SUBSTANTIAL NEGRO MARKET

The extremely small number of new houses occupied by Negroes in the post-
war years as explainable only as a product of market restrictions. Arguments
that Negroes do not have the buying power or are not interested in the new
houses in the peripheral areas are readily disproven by the facts. Data obtained
from the United States census and FHA market surveys indicate that in 1961
there were at least 18,000 Negro families in the Philadelphia area with incomes
above $4,000 per annum. Data from the same sources conservatively projected
would indicate that by 1955 there should be at least 32,000 Negro families with
incomes over $4,000 per annum During the decade from 1940 to 1950 home-
ownership among Negroes in Philadelphia jumped from 6,694 to 29,439, an
increase of 340 percent. All evidence points to an even more phenomenal
increase in Negro homeownership from 1950 to 1955

All but a few of the homes purchased by Negroes during this period weresecondhand homes at peak market prices, requiring substantially higher cash
downpayments than for comparably priced new houses. Because new homes
can be purchased under FHA and VA terms for nominal cash downpayments, it is
reasonable to assume that a far greater number of Negro families could have
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and would have entered the housing market if new houses had been available
to them. It is also reasonable to assume that if Negro buyers are considered
good risks in the financing of secondhand home sales, they would be equally
reliable risks for new homes

Negro homebuyers have flocked to the new developments which have been
labeled as nonrestricted. The Concord Park Homes in Bucks County, which,
have been advertised as available on a racially integrated basis, have drawn
such a vast number of Negro prospects eager and able to buy that the entire
development could have been sold many times over to Negro buyers alone.

In summary on this point, it can be categorically stated that while, ratio-
wise, the Negro market for new housing is much smaller than the white market,
it is very substantial and is growing at a phenomenal rate.

RACIAL RESTRICTIONS ARE NOT INEVITABLE

It may be argued by some that racial restrictions are inherent in the market
situation and cannot be avoided. The builder of new homes often states that
he must restrict or go out of business. He points to the fact that sales to whites
decline or drop off completely as soon as one house in a given development is
sold to a nonwhite. He points to the fact that in the suburban areas, where the
greater part of the new house development is centered, the local governmental
units are extremely hostile to any development not restricted to whites only and
usually find means for making the venture unfeasible It is often stated by
builders that lenders are unfriendly to proposals for racially integrated devel-
opments, but do look with favor upon restricted developments for either whites
only or nonwhites only. This is frequently denied by representatives of the
lending field.

It is the considered judgment of this commission that the individual operator
is correct in his defense. It seems doubtful that, except in rare instances, the
individual builder can operate successfully on an unrestricted basis if his com-
petition continues to restrict.

It is the belief of this commission that each individual bmlder could operate
successfully without restrictions providing there were prohibitions against
restrictions which applied equally and generally to all builders. It is the further

belief that such prohibitions can be properly and effectively applied wherever

governmental aids are offered to the industry.

THE ROLE OF FHA AND VA

It is widely recognized that the mortgage underwriting and guaranty services

of the FHA and VA have had a profound effect upon the Nation's housing econ-

omy. It seems doubtful that more than a fraction of the millions of homes

produced in the last 20 years, and particularly in the last 10 years, would have

been possible without these or similar governmental aids or services. The

number of home mortgages actually underwritten or guaranteed by FIA and
VA is not an adequate measurement of the influence of these agencies. A

majority of houses in a given development may be sold with conventional financ-

ing, but the builder has usually made certain that his development will be

approved by these agencies. His profit is dependent upon volume. He needs

to sell all of his houses. To broaden his market he must be sure that some of
the homes can be financed through FHA or VA.

Builders are, therefore, very dependent upon FHA and VA and readily in-

fluenced by their policies For many years the agencies promoted racial re-

strictions. The evidence of this has been well documented in the book Forbidden

Neighbors by Charles Abrams. Since Negroes did not figure strongly in the

housing market prior to 1940, the present-day pattern of restricted new develop-

ments can be traced largely to the early policies of the FHA
It is true that since 1949 these agencies have ceased the promotion of racial

restrictions and now prohibit restrictions of record on approved properties. This

has had no effect upon the general practice. The pattern had been set prior to

1949 and has had the tacit sanction of the Federal agencies since that time.

This commission believes that prohibitions against restrictions in practice

as a requirement of FHA or VA approval on all new developments would have a

profound effect upon market practice and would result in extensive opening up

of the market to racial minorities The commission also believes that such pro-

hibitions in relation to governmental aids would be legal, proper, and in line

with American traditions They would not impinge upon the privacy of the

68692-55-pt. 1--41
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conventional seller-buyer relationship. They would apply only when Govern-
ment has become a partner in a transaction.

NEW HOUSING ON A SEGREGATED OR RACIALLY DESIGNATED BASIS HAS PROVEN TO BE
IMPRACTICABLE

Most people agree that where Government becomes a partner in private enter-
prise it should require that all groups be equally served. Many contend, how-
ever, that unrestricted developments run contrary to American customs and are
impractical They suggest that the governmental agencies should assist de-
velopers in providing homes designated especially for the racial minority groups.

It might be proper here to dwell upon the moral, legal, and social implications
of governmentally aided racial segregation We do not do so because we think
that most American people in their inner consciences know that racial segrega-
tion imposed or fostered by Government is wrong.

We restrict our argument to the practical considerations. It is the conclusion
of this commission that the production of decent, desirable new housing, compar-
able in quality and price with the general market, for racial minorities on a
segregated basis is more difficult and less practical than establishing an open
market.

THE PROBLEM OF SITES

The basic problem of those who would build housing especially for nonwhites
is that of sites. A number of builders have indicated to our Commission that
they are interested in building for the Negro market and ask us for help in
locating sites Naturally, we do not designate specific sites, but we do review
various vacant land areas with them We are unable to suggest any sections
except in marginal areas which would not be controversial to a greater or lesser
degree. We cannot guarantee that a builder will not run into opposition and
costly delays. It is a rare builder, indeed, who will risk his time, money, and
business reputation on the venture.

The traditional practices of the real-estate market, supported by the FHA
and VA, have placed a high premium on the exclusion of the nonwhites. Each
neighborhood is in competition with every other in a grim contest to keep Negroes
out

Building homes for Negroes on a segregated basis satisfied no one. The
people who endorse segregation in principle are just as strongly opposed to
segregated developments in their neighborhood as they are to the principle of
the open market.

From a purely practical standpoint, we do not believe the building industry
will provide enough new housing available to nonwhites within the framework
of a restricted market to make a significant contribution.

RELATIONSHIP TO URBAN CONSERVATION, REUSE, AND REDEVELOPMENT

We shall now show how the restrictive practices of the new house market
affects the programs for conservation, reuse, and redevelopment.

To fully understand the problem would require referral to extensive data
regarding the immigration of Negro families from the rural South, the popula-
tion shifts within the areas designated for, or in need of redevelopment, reuse,
and conservation. Time prevents us from reviewing the data here, so we are
attaching a copy of a study entitled, "Philadelphia's Negro Population-Facts
on Housing," to the statement which we are filing with your committee.

This study shows that the problem of displacement and relocation of families
from clearance areas is becoming more serious by the week because the inmi-
grants are flowing into these areas in great numbers and practically doubling
the density The same thing is occurring in those areas in earlier stages of
blight where conservation and reuse programs are required. Effective conserva-
tion measures will require intensive inspection and enforcement of the housing
code occupancy standards. In one of the leadership code-enforcement areas, it
was found that out of a total of 2,653 dwellings inspected 313 or 12 percent were
overcrowded and that approximately that number of families would have to
locate elsewhere, if decent standards are to be maintained.

If Philadelphia is to institute a redevelopment, reuse, and conservation pro-
gram of sufficient magnitude to overtake the spread of blight and obsolescence,
it will be necessary to displace and relocate tens of thousands of families, in
.addition to accommodating other thousands of immigrants.
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IS THE PROGRAM TO BE FORCED OR CAN IT BE "SOLD"'

Here is the crux of the whole situation. When we talk of displacement and
relocation, are we suggesting that we are going to move people like pawns? Or,
are we going to develop incentives to make them want to move? How far are
the various city, housing, and redevelopment authorities going to get if too
many people think they are being pushed around? And, what good does it do
to invest public money in both redevelopment and rehabilitation programs,
unless the people affected develop some enthusiasm and creative participation
in establishing new homes and good neighborhoods.

There are a whole complex of psychological and emotional factors to be con-
sidered, in addition to counting heads, dollars, and dwelling units.

American people don't like to be manipulated as pawns. They want to be
"sold" before they respond cooperatively. They will be responsive to laws and
force only if they know it's for the public good and if the law applies fairly to
all.

This whole program will fall of its own weight if it has to be done against or
in spite of the opposition of the people affected.

The commission believes that if a program big enough to overtake the spread
of blight is attempted within the framework of a racially restricted housing
market, it will produce more problems than it will cure.

MOBILITY AND FLEXIBILITY REQUIRED

Social and geographic mobility and a flexibility in the economy of both jobs
and housing are, we believe, absolutely basic to change.

We might take a lesson from what happened to the various nationality groups
who entered our country and flowed into our slums as low-status minorities.
They were poor, unskilled, unprepared for living in the American city. They
were despised and discriminated against. Yet, within a generation or two, most
of them rose above their minority status and became fully accepted, self-respect-
ing, self-sustainting citizens. We are not overly concerned about the nationality
.concentrations in certain neighborhoods, or the particular problems of housing
or relocation of Italians or Polish or Irish. We do not have the problem because
for them there is greater opportunity, mobility, and freedom of choice.

RACIAL TAGS MUST BE AVOIDED

Negroes now constitute over 20 percent of Philadelphia's population and, per-
haps, from 60 to 70 percent of the population living in the areas for redevelop-
ment, reuse, and conservation. If the public in general, white and Negro, gets
the idea that these are programs being done for or to Negroes, public opposition
will become insurmountable. The only way to avoid such an occurrence is for
more Negroes to enter the general housing market.

THE TRANSITIONAL NEIGHBORHOOD

The conditions under which established residential neighborhoods change from
white to Negro occupancy are another set of factors to be considered. As long
as new housing is restricted against Negroes, and as long as there are thousands
.of Negro families migrating in, being displaced, and rising as far as possible
in housing status, the entire pressure for living space will be directed against
the older established white neighborhoods, particularly those that are in early
states of decline.

Racial change in these areas is inevitable. New populations are often good
for old neighborhoods. Often the new population improves and makes over the
old houses. However, the transition too often becomes a route accompanied by
serious disorganization and exploitation. A neighborhood in transition is in
precarious balance. It may improve. It is equally likely to become seriously
blighted

Our commission is promoting an extensive program of neighborhood stabiliza-
tion. Our objective is to slow down transition, prevent panic, maintain a sound
leadership structure, maintain property standards and values. Through such
a program we believe that the usual blight-producing factors in population
change can be prevented.

This program can be only partially effective as long as new house developments
are attracting white people only and excluding Negroes entirely. The tendency
of white people to literally abandon their neighborhoods after Negro families
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move in can be prevented if the total housing market becomes equally available
to all.

CONCLUSION AND RECOMMENDATIONS

The commission on human relations is in favor of all the general objectives of
the national housing program. It supports the various recommendations of the
city administration and the housing agencies for a vastly expanded program.
It warns that these programs cannot succeed within a framework of racial
restrictions in the general housing market. It suggests that costs can be sub-
stantially reduced and the problems greatly simplified, if the general housing
market is freed of racial restrictions.

The commission is not naive It assumes that many of the restrictive prac-
tices are beyond the reach of law and Government. It does believe, however,
that where Government is a partner in the business, as is the case with FHA
and VA transactions, nonrestrictions can and should be made the rule. Such a
rule would have a profound effect upon the market generally.

a report on

The Housing
of Negro
Philadelphians

dCOmmission On Human Relatlns
CommEciCAL TRUST :ulLDINs
16 SOUTH BROAo sTREET
PHILADELPHIA 2, PA
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This is a summary of a detailed study of the housing of the Negro population in
Philadelphia prepared for the Commission on Human Relations by the Philadel-
phia Housing Association. Almost all of the facts are based on the 1950 Census.

1. GREAT INCREASE IN NEGRO houses purcho.ed by Negroes were scond-
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higher.
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5. NEGRO POPULATION
GROWTH CONCENTRATED IN
OLD AREAS

In ol of the naton' eighteen lorgest
cle there were large Increoe in the non-
white population between 1940 and 1950
In Phlaodelphia, the population incrred
from 252,757 to 378,968 In eleven of the
etgheen otle the remove growth In the non-
white population wa- torger thon .n Phlldel-
phto Figures from the City Plonning Cm-
m ion ho tho in Phlodelphlo. on
estimated 70% of the total growth of the
nonwhite population was accounted for by
mgrating Negroes, most of whom left the
South because of the eonomlc opportuntes
offered here

Concentration of Negroes in cerlln
areas has increased snce 1940 In the Phila-
delpht Metropohton Areo, Negroe ore on
centroted In the City of Phlodelph ond the
other urbon 9entenr of the onreo meonly the
cities of Camden and Chester. (The Metro-
polton A re inudes Bucko Cheste, Delo-
wre, Montgomery, Phladelphla, Burltngton,
Comden and Gloucester Countoes) Nearly
one peron In fie in these three urban center

is Negro, while only about one in Iwenty in
the remaining suburban area is Negro Be-
tween 1940 and 1950, the proportion of
Negroes in ihe three cities combined roe
from 13% to 18% while the proportion of
Negroes in the remaining suburban portons
of the Metroptolten Area dropped from 5 6
to 5 3% Phladelphla alone, absorbed 85%
of the total 1940-50 increase in Negro popu
loaton wheoh occurred In the Metropoiton
Area

Within Philadelphia, too, the pattern of
concentraton ho grown stronger Negroe

ie monl In three sections of the City-South

Philadelphia. West Philadelphia, north of
Market Stree, and North-Central Philadelphia
By 1950, almost 90% of the City's Negro
houeholds lived n thece three orees Recent

population trends reinforce this pattern since
fully 91% of the increase In the number of
Negro households was absorbed in these
some three oreas This increase has meant
thot Negroes are now ocupyng ome new
oreoos but mot of thes new oupancy I In
bloko immedlotely odocent to or in the
nienty of trodltonol Negrore

Further evidence of Increased concentra-

tion of Negroes i the fotct th te number
of blocks occupied solely by Negroes increased
from 124 in 1940 to 320 In 1950, and there

1were lmosr towe o mony blocts n wh,h

h90% ou co of tho ho holds in re Negr,

the improvement in the hous-dg of whtes has

Although the number of white ond Negro
fmlv e ionog In the come blois d rtll muh
hgher then omm9only believed. the rott o
hos declined sIne 1940

6. MORE THAN A THIRD OF ALL

IN SUBSTANDARD DWELL-

INGS

Deeplte the ootuol improvement in the
houerng ondtion of NNegroes Ion green yeonr,
the improvement n the housing of white ho
on the whole been more ropud

While the proportTon of whtte fomlle
Ilvng In overrowded dwellings decreoed

from 10% in 190 to 7% In 1950, the percent
of Negtro fomlh.el ng In onerrowded dwell-
tgs woc os high In 1950- 22%-. In 1940
It I interetng to conoder the fontinune of
ooverrowdtng In Negro household In oontrot
with the inree in home ownerohtp ond
the deoreece In ubtondrd nondtons A
possible Interpretotion i thot mos Negroe
hove been unable to do very muoh bout e-

PHILADELPHIA'S POPULATION BY RACE, 1900-1950

'9oo 191o 2 ~ IP l~L
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curg houses of suffrlent se, and have
simply done who- they could do to improve
their elvng, ie they mode improvements
.nd become homeowner

Though ihe proportion of Negro fomlIes
lyng t substondrd dwelhngs decreoted
from 45% to 35% between 1940 and 1950,
the number of Negro famlles livng In such
unlts actually Increased because of Ihe 50%
growth c Ihe Cty's Negro ppulotn. In
1940, there were 26,348 substandard dwell-
Ings occupied by Negro foamlhes, by 1950,
the number had inre.sed to 33,471, again
largely o a result of hou.sng supply not
hooITg kept p-e wit the popoulotion growth

7. NO NEW HOUSING FOR
NEGROES
Home morket.ng poracces are stIal highly

dlscrlmnalrtoy against Negroes This is dra-
motcally demonstrated by the fot act that prac-

tally no new, prlovaely-bult housing was
made available for Negro occupancy n recent
years Ths ontnues to be true despite the
greol growth in Negro home ownership and
the increoe in the overage Negro's inome
In Ihe whole Metropoltan Area, out of oa otol
of some 140,000 units constructed stnce 1946,
only 1,044 or less than 1% were made ava-.
ble to Negro purchasers or renter Of thee

1,044 dswellngs only 578 are In Phildelphia,
only 45 of the dwelling bullet in Philadelphia
were offered for sale to Negroe Dunng this
some period almost 23,000 Negroes bought
second-hand homes in Philadelphia under
terms whh utom rlyre moaore demondtg
than those required for new housing These
folks show tlht there I a aIorge unfilled
demand for homes omongS Negroes

DISTRIBUTION OF NONWHITE HOUSEHOLDS /' o

1950 ce

IN PHILADELPHIA BY MAJOR SECTIONS /

/ "- , , , " -o,

V 3%

% 22 44%

Co LO0 ' NONTH. CE NTRL ST

F PEceNTes . EER TO
% 23% , ec WS PL OEL PH.SO,0

-- OG.

The basis of comparison in most analyses and tables is the number of dwell-
ing units rather than the population. This study is mainly concerned with the
location and movements of Negro households and the quality of housing occupied
by Negroes. Thus, the emphasis is on occupied dwelling units which, by defi-
nition, are equivalent to households.

Mr. SCHERMER. My statement really comes in two sections. First,
data showing that there is a vast amount of restrictive practice in
the housing field as it applies to minority groups, and particularly
Negroes, and we show how in a very real sense the Federal Govern-
ment becomes a party to these practices by virtue of continued under-
writing of mortgages, guaranty of mortgages through the FHA and
the VA.
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I am making this explanation because I am aware of your time
factor and rather than go over all of the data, I am just explaining a
few of the high points here and will not read the statement. I don't
think that there is likely to be very much question about the fact that
practically all of the new housing that has been put on the market has
been restricted against minority groups, particularly Negroes, and I
would like to just make it a statement of fact, unless the committee
wishes to challenge it, that we feel it can be shown that FHA and
VA are a party to that, even though on the record they are not. If
we can jump over my testimony on that point and start from that
point, I would like to in somewhat greater detail add these points:

First, we feel that when people talk about proposals for providing
increased amounts of new housing for Negroes on a restricted basis;
that is, proposing to build specifically for Negroes where the housing
is labeled for that purpose, or where some housing is produced and
labeled as unrestricted, but within a framework of general restrictions
in the rest of the market-if housing is merely labeled as unrestricted
and the rest of the market is restricted, we might just as well assume
that that is going to be pretty much Negro housing.

It is true that Morris Milgram, who just testified, with a Herculean
effort has managed to keep his development balanced but it is a rare
builder, indeed, who will go to the extent that he has in trying to
maintain an integrated development. So we finally come to this point:
I am not arguing with morality of it, the legality of it. I assume that
pretty nearly everybody in the American Government agrees that any
segregation, any restriction that is sponsored by Government is
wrong, but a great many people argue the practicality of it. They
will say from a practical viewpoint we have to get housing for these
people and you can't do it by making the market unrestricted, so we
will do it by fostering restricted developments or fostering housing
especially designated for the minority group.

Again, I will not go into the detail. I am simply saying here that
it is our contention here that that is a less practical proposition than
the idea that the market ought to be unrestricted completely because
you come up against the problem of sites. The mere fact that FHA
and VA continue to underwrite restricted developments puts a pre-
mium on restrictions. We have every community where there is
vacant land in competition with every other community to keep
Negroes out. They are no more receptive to the segregated develop-
ment than they are to the idea of no restrictions at all, and in our
opinion, an extremely small amount of decent new housing will ever
get placed on the market, and available to the minority group, as long
as FHA and VA continue to underwrite the restricted development.

Now my statement also shows there is a very substantial market
among Negroes for new houses. I answer the oft-repeated arguments
that (a), there is no market; and (b), Negroes don't want new houses.

The market is there, and if Negroes learn of a development some-
where that is not restricted, they flock in that direction and showtheir intense interest and their ability to buy. The latter part of
our statement shows how this is related to this whole problem of
redevelopment, reuse, and conservation. We show at what a rapid
rate Negro families are migrating from the South to our cities inthe North. We are showing the rate of change of the areas the city
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,of Philadelphia is designating for redevelopment, the former Negro
residents are moving away from those areas and are being replaced
by the in-migrants and the flow of in-migrants is such and the people
are sufficiently poor so that they fill in those areas, and the density is
being doubled in the area around Temple, for instance, where there
is a redevelopment site.

The density of that area doubled from 1940 to 1950, as the old popu-
lation moved out and the new in-migrants moved in, and this filling
in is occurring not only in the areas designated for redevelopment,
it is occurring in many of the older areas which are marked for
conservation, for rehabilitation.

In some of the city's code-enforcement areas where there has been
a concentrated process of inspection and code enforcement, they are
finding that a third or more of the houses are overcrowded and if we
are going to institute a good program of urban reuse and rehabili-
tation here, we have got to deoccupy those houses, reduce the occu-
pancy down to a decent standard. You add all of this up and you find
that we have a terrific push on the part of the increasing Negro
population outward.

This means if we tried to do a major job of redevelopment, slum
clearance, reduction of occupancy in conservation areas, we are going
to be relocating literally tens of thousands of families, and most of
those families are going to be Negro famihes. That is a big enough
job in itself, but if it is to be done within the framework of a restricted
market, I think what happens is the whole psychology of the Negro
community will be one of resistance, because they will feel that they
are being moved about like pawns within a restricted area, that the
,only way you can make this program psychologically acceptable to
this vast Negro population that we have is to make it seem clearly a
matter of choice as to where you are going to live.

Poverty, limited income, may make it necessary to live in some of
the newly provided public housing, but if there is to hang over this
all of the time the fact of a restricted new house market, I predict
that we will build such a terrific resistance within the Negro commu-
nity against any sort of a redevelopment program that it will bog
down. I think that that resistance will be equal within the white
community for this reason: They will begin to identify in their minds
that this whole program of Government expenditure is for Negroes,
since it is being invested primarily in Negro areas.

Now, the thesis that I have here is a rather complex one, and one
I don't think we have time to develop today. My point is as long as
the programs of this kind become identified in the public mind with
iace, you create more problems than you can cure, and the answer,
the simple answer is to loosen up the market to create and provide
for greater mobility so that every Negro family that can afford it
has the choice of whether he is going to move into a new house pro-
vided somewhere in the suburbs, or whether he is going to buy a house
in a redevelopment program or a house that has been renovated
through the process of urban conservation and reuse.

Our final conclusion is this: While our Commission gives full sup-
port to the total program that is envisioned through Federal legis-
lation, and we integrate our program completely with the rest of the
housing agencies in the city of Philadelphia, we point to the restric-
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tive practices of two Government agencies as being factors which are
likely to defeat the rest of the program, and recommend strongly
that m the course of developing further Federal legislation in this
field serious thought be given to writing into law a provision that
where Government is a partner in business-and I think Government
is a partner in business when it underwrites a mortgage or guarantees
a mortgage-that at that point Government ought to write in a pro-
hibition against restrictive practices.

Now, in making this as brief as I have I don't think I have developed
my thesis very adequately. I think it is more adequately developed
in the written statement.

Mr. BARRETT. You may present that for the record.
Thank you very much.
The committee will recognize Robert Wolf, representing the

Greater Philadelphia Movement.
Mr. Wolf, we have 13 minutes left. We will give you the full

13 minutes.
Mr. WoLF. I think I will take 5 or 6. I want to avoid the possibility

of taking too much time.
Mr. BARRETT. Will you identify yourself for the record, please?

STATEMENT OF ROBERT WOLF, GREATER PHILADELPHIA
MOVEMENT

Mr. WOLF. I am really here to talk about what I think is a simple
virtue of self-reliance; in other words, instead of more Government
it might be appropriate to point out that there is some responsibility
which remains in us, let us call it John Q. Public, for the elimination
of the slums and the development of an intelligent building program.

I have some little information on the subject, having served as chair-
man of the mayor's coordinated housing improvement program, which
was set up 4 years ago for the very purpose of coordinating the inspec-
tion, enforcement, and the Housing and Redevelopment Authority
activity. It was'appointed, I say, parenthetically, to indicate that
housing is nonpolitical by the Republican administration, and just
prior to the coming in of the new Democratic administration, so that
our life was relatively short.

The committee acted for about 9 months.
Secondly, I am counsel for the Colonial Surety Co., which does

probably over 50 percent of the construction lending in this Phila-
delphia area. In construction lending we see the FHA, of course,
in action all of the time. There is no doubt at all that a tightening
of the credit terms has slowed down building. It is not so much the
question of whether there will be more buyers if the terms were eased.
It is more a question of whether the construction lenders are willing
to advance money, and I think you will find that as a result of the
change there has been a tightening up by the construction lenders.

There is also, we find in connection with the FHA operation, a cer-
tain amount of red tape which we normally associate with govern-
ment. I am not sure that we would say it was greater in the case
of FHA than in any of the other usual governmental experiences.
Of course, it may be a good thing that the tightening of the credit
restrictions will weed out some of our weaker contracors.
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You must remember that we suddenly have developed a group of
carpenters and plasterers and truckers who suddenly in the days just
past became contractors. They didn't know the building game. They
weren't capable of doing the job, and they didn't have adequate
financing, so that as there is a tightening of the credit terms it may
be that the desirable effect will be the elimination of these people
who really should not have been in the contracting field in the first
place.

Mr. ASHLEY. You do believe that we need more contractors rather
than fewer, however; don't you, sir ?

Mr. WOLF. No; I will answer it categorically no, and then qualify
it a little.

I think we need encouragement by the Government for the building
of private homes. You are not going to get them built without the
encouragement by the Government, but on the other hand when the
encouragement goes too far, as I think perhaps it has in terms of
what we saw several years ago of the profits made without any de-
velopment, and where every Tom, Dick, and Harry goes into the con-
tracting business, then I say that sort of encouragement is not de-
sirable. It is not a healthy economic growth.

So our theory is really that the Government activity in particular
itself is necessary and desirable, and we shouldn't lose sight of it, of
should be encouraged.

There have been some problems created by it, but surely the program
the desirability, just because there hasn't been perhaps what we away
from Washington would consider real executive management of the
organization in the last several years.

We feel that there is nobody who is willing to step in and take
authority and really set up a program without worrying about what
is going to happen to him personally.

That is our attitude on FHA.
Just a word on the slum situation.
I think that there is a tendency to blame the Government, the Fed-

eral Government, and the State government for what they haven't
done.

There is no question we need public housing. That issue is long
since dead. The die-hards in the forties have disappeared, I think,
and 45,000 units of public housing is ridiculously low. Public housing
is here. I don't think it matters what my political persuasion is. I
happen to be a rather conservative Republican, but I am perfectly
frank to admit that the day of fighting public housing is gone. We
need it and we need Government help. But the fact is slums are not
cur"d by public housing. The public housing doesn't stop the decay
in the existing houses, and the new housing codes aren't any solution
to it. We have a beautiful one here in Philadelphia; a great deal of
careful thought was given to it. I suggest that it really wasn't that
much different from the old one; that it is not a question of the code
as much as it is enforcement.

We have always had too few inspectors. We have 75 now in the
city. We will get 120. It will always be too few in that regard.

Now, what are we going to do about that aspect? Public Housing
won't do it. You will never have enough money for adequate in-
spectors. I think the only solution lies in an informed public opinion,
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somehow, a committee like this, in its report; the newspaper of the
town must create a sufficient public opinion on this evil to permit
enforcement.

In other words, what happens now is that there is an inspection
and another hearing. It is inevitable because we are not willing to'
say to these few people who are running the slums and who own the
bulk of the slum housing; we are not willing to say to them, "It is
your obligation to know the law." We say it to everybody else. "If
you violate the law, you are to be punished as soon as the violation is
discovered."

The only reason we don't do that in Philadelphia today is because
public opinion wouldn't allow it. It would say that is was unfair to'
a housing operator to bring him in and put him in jail or fine him
because he is in violation without having had an inspection and given
notice, and so forth, and until we are prepared to say that this housing
law, just like everything else, requires obedience without being told,
we are not going to be able to get adequate relief from the slums.

Now, that is the problem. I think in addition, just parenthetically,
we do need temporary relocation centers. They have got them I
understand in Los Angeles. Somehow it seems the Federal Govern-
ment probably can say to a city as to its public-housing units, "Take
an old public-housing unit, make it available for temporary relocation
for those people who are moved out of a slum area for 90 days, 3, 4,
or 5 months, put them temporarily in a relocation center, so that you
can get at the slum area to redevelop."

Thank you.
Mr. BARIETT. Thank you, Mr. Wolf.
This committee stands adjourned.
I was asked by the chairman of this subcommittee, Albert Rains,

of Alabama, at the adjournment period, to say thanks to the mayor
of Philadelphia-and that is to the people of Philadelphia who have
testified here-for their splendid help and constructive testimony and
say thanks to all of the city officials who made it so comfortable here
during these hearings and to state that the next hearing will be in
Los Angeles on November 15.

(Whereupon, at 1 p. m., the committee was adjourned.)


