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FEDERAL HOUSING POLICIES, SUBSID1ZED PRODUCTION,
FILTRATION AND HOUSING POLICY OBJECTIVES

I

Introduction

Over the two years 1970-1971 the level of federally subsidized new housing
production--the Nation's latest growth industry--has reached and exceeded
a level of 500,000 units annually. Simultaneously, with an'acﬁlnvement
that nearly doubled the quantity of subsidized hou51ng produced in the
there has
first 35 years (1934-68) of federal aid/ grown a host of questlons
about the costs and effectiveness of this output in meeting the Nation's
housing goal of a'"decent home and suitable living environment for évery
American family." The breadth and depth of the;; expressed concerns
creates fundamental issues about Federal housing policies.
Between April 1950 and April 1970, some 96 gercent of the Nation's total
housing production was provided by/;ff;ate_sector. Substantial 1mprovement
in the Nation's housing status was recorded'during'this period even
though only a small proportion of total production was oriented toward

the housing needy. Thisvleadg ;p'basic questions that will be considered

in this paper. How great was the housing progress recorded during the

'1950-1970 period? To what was . this progress attributable? To what

)
extent did housing filtration  successfully operate to improve the Nation's
. '; : :

housing status?,.,..-

A second article will consider the effects of housing turnover

. generated through new construction and through other means. Another

-

question is whether the "housing shortage" implicit in the production goals
of the Housing Act of 1968 constitutes a major problem or can the
housing problem be more precisely defined. Finally, are there alternative

policies that should be considered to realize the Nation's housing
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Development of TFederal Tlousing Policic :

The history of Federal influence upon housing pol%cy in the United- -
States conceptually may be divided intoc three periods--1934 to 1961;
1961-1968; and 1968 to date. The initial period was characterized

by the first groping efforts toward realization of a national housing
policy of a "decent home...for every /uwicrican family." Except during
World War II controls, the tools usecd esécntially took the form‘of
indirect intervention in the hou<ing market--the creation of conditions
that would encourage private new hov-i- g constrﬁction. Theseincluded
the FIIA mortgage insurance systen (Na.loncl Housing Act of 1934),

liberulized mortgage terms, slum clearsance and urban rene al, initial

attempts to -crecate~a secondary Moo W TkEE and & modestly financed
low-rent pul;lic housing program. ©..: .wo percent of total housi g
output was directly supported by : --"-1v .} unds in this period.

The seccnd period was characterizcd by: (1) growing disaffection with

the rate of impro;ement in housing ccnditions in the Nation's urban
centers as contrasted with the subur ;; {(2) new experiments with

direct Federal assistance to housiic p:oirrtion;f(3) substantial increase
in efforts to create a secondary m rti:.¢ > finance system; and (4)

initial experiments in family rent a'!.cw. es that could be used in
existing as well as new housing. Du- .n: this period national housing

starts aided by direct Federal asuist.uace rose from 3 percent in 1961

to 12 percent in 1968.



The third period was marked by passagce of the Housing Act of 1968,
which established as & national housing go:l the production of 26
million hou: ing units in ten years, of wiich six million wo&ld be
Federally subsidized. Passage of the 1268 Housing Act represented the
culmination of disaffection with progsress made in achieving the Nation's
housing policy. Again, this disaffzctio. was rooted in urban centers,

particularly the :iation's older c¢.antral cities.

Costs and Effects of Subsidized Housina Production Since 1968

The 1968 Act created formidable housiay programs to implement subsic ized

housing output. These, in essencs, oricdied the principle that the

_Federal Government would subsidize the ccst af new or.rehabilitated

housing for moderate-income families :dowi: t. a mortgage interest rate
of one percent, effectively cutting '.»usinc costs by one-third to nearly
one-half when partial tax exemption fro.. roal estate taxes under

state and local programs is included.

As indicated earlier, in 1970 and 1971 nearly one million federally
assisted housing units were placed in construction.l/ This startling
performance placed the housing géals effort called for in the Housing
Act of 1968 virtually on target. Even more startling is the bill this
effort thus far entails: some thirty bl :ion dollars over the next

30 or 40 years.2/ At this rate, th.~ i»de. .1 Government's total annual
commitment will grow to $7.5 billic annnally for the forty-year
mortygage life of housing being aid- o/, -al programs.3/ In terms
of legal eligibility for housing a-sisteouc ™, nearly half of the

Nation's population can qualify w.i: - - - - arother of the direct
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housing as: istance program: .
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With the tr.nsfor ation of Federally a=si:i..

ia

iag5 output from about
six percent of total starts'in thg early 1960's to orne-guarter in 1971
have come alarmed reactions about both t™: curt: a4 the effectiveness of
this housing production. The complainte r- . wi. ily. The housing is

being built in the wrong places for the wroag pc *-oas,  Much of it

0

is shoddily built and over-priced, enriching -~ 1. ov unscrupulous

builders and real estate dealers at the e ~to- }f "uvers or renters and
winds up repossessed by HUD through mortga.» dof -7 =, It is being
produccd in poor quality locations or dnterincati  <antral city areas
viiiere the custorars~ obtaitteéd arc~Too pcoHX T Juy ¢i.» necéssary rents;
vacancies, rent delingquencies and mortcage ¢ “2ul’ - [ollow.

At the other extreme are charges, when shc“ AT .is de;eloped in better
neighborhoods, that families of substant.a <. 1.1 incomcs on the

one hand are payiné full housiﬂg costs w: .: i .2::. wore fortunate economic
peers receive the benefits of Federal ~ul..._I¢+w. This raises political

as well as equity questions about the cllocitic of hiousing assistance.

A different expression of concern about :Mhe Lccation of new subsidized

housing production is that it is not goiag (¢« ,° - . where it is most
needed--suburban areas of employment ¢ ol Wl enloyees in
intermediate pay scales ($3.00-$4.50 po.s 1 o) o manded in large
numboers but cannot afford new hous=i i . , " ual rents or
prices. It is in such growth areas t» : o R uonsing at modest

costs also tends to k. in short suppl. P . that some aided



housing would provide a needed balance to these locations where higher-
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cost conventionaliy f;panced Aé& housing'normally represents ;he only
additions to supply.qun the cost side, the annual direct and indirect
subsidies per famiiy for housing produced -inder the 1968 Housing Act
rang: from $500 up to $5,000 per family per year depending upon

location, programs involved, and whether low- or moderate-income

families are being aided. 4/.
o . —
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Another serious charge is that a large prOportioﬁ of these high costs
do not go to the intended beneficiarics but are lost to private and
governmental intermediaries in the assista’ "'dusing production prbcess.
“Theseinc¢lude " proroters, BuUildérs, Tthal FoTd, Lnvestors, local housing
Q’ authorities, other local government .' &geac:c -, and Hi .. One estimate,
dealing with the Federal public housixg and ront .supplement programs,ié
that between one-fifth and one-half of the . tal Federal subsidies do
not reach the residents but are lost in the {orm of "federal and local
administrative expenses and for éax oinefits o investors." 5/ Another
contribution to subsidy waste is the padding of cost bids by developers
of government subsidized housing. This is attributed to the highgr costs
of construction experienced by develcw».:rs in conéending with the
inefficiencies and delays in dealinc . {h gcvornment agencies. These
excess costsvare borne both by the t«. . . rer through unnecessar..y

higher subsidies and by the occupants in the form of higher rents.

:I‘ '
"Possibly the most serious criticism ¢ . subsidized housing production

is that most of it is not reaching "o - .or tamilies--those living
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in substandard or otherwise inadequate housing and whose incomes are too

- . e R -

low to afford even existing standard housing.

Finally, basic guestions are being raised about the Nation's h;using
production goals. 1Is too much emphasis being placed upon production
of new housing to the neglect of maintenance of existing housing and
neighborhoods? This question has come to the fore since the latter
part of the 1960's as a wave of housing abandonments has hit virtually
every major city in the Nation as well as hundieds of smaler
communicies., Tor the first time, c¢¢cern with housing standards has
shifted from concentration upon th:: ; rovision of the capital good
(the licuse or“aié;imeBET—ESmEBEEEQEQAtioh~g§“£ﬁe’floﬁ of services
from that good and what it is that ke2ps it flowing to provide

satisfactory services to the consuamcco. 6/

The critical que;ﬁion for national housing poliry is

how  the most rapid and efficient ratz of improvement in the Nation's
housing standards may be achieved within a defined level of allocation
of national resources. The latter requirement is a crucial component
of the discussion since, if resourc: allocations are pushed sharply
upward as in 1970-~1971, we are faced with an additional questién: what
sacrifices have to be made to achieve a given improvement in houéing

standards and are the benefits gained worth the costs incurred?



The Nation's progress=_in impreoving housing standards--1950-1970

Framed in the conté;t outiiﬁédﬂgbéve, the cxperienée of the*fwémaééédeé'

1950 to 1970 becomcs highly relevant. Early 1970 Housing Cen;us data

prc ide a bewildering disparity betweer usual perceptions of the Nation's
la ¢ of housing prcgress and the facts. After five years of soaring

construction costs, rising interest 1¢t~s and a dampened level of

conventicnal new construction, the sclienl c¢ iclusion that emerges from

examination of the 1970 Housing Cemnsus results is that the Nation

largely has malntained the rate of p:-c¢~..c ~c..lized since 1950.
With only minor chiifts, the 1970 hou-i~. y. "m of the nation,as definnd
in the Dougias Coiwmmission Research re.,. i ', -deelined virtually as -

@B projected in Deceicser 1967:

Since the godals estaklished L. % - ‘'ocusicg Act of 1949 were

set, the Nation has r. de stea iy end (nremittiag progress in
meeting its housing nceds i th ¢« '+, <t of commonly accepted
criteria of that day. In t* e t+ .., housing needs were
reduced from a 1950 level ci -, " liion units, or 44 percent
of the total housing supply. o 1%.4 nillion units in 1900,

or 26 percent of the total tou:i + upply; and to a projected
total of 10.8 million units i1 'Y,., which will constitute about

16 percent of the housing svppy &' the time. 7/
As shown in Table 1 (line 26), preli. inarv i970 Census data indicate that
housing needs.in 1970 declined virt.a:l .v o1 inryet--to about 10.4 million
units or 15.1 percent of the Natior's 19,u ".ciising inventory.8/ Despite
the fall-off of private new construzticn during the latter years of the
decade, overall housing progess nevcrti. 1» ¢ was maintained by the

’ intervention of two influences. 'T.: 3~ .
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Table 1. LUTINATES O COUProulss OF 1o "'.\'7 ORY CHANCE AD
Ciianidi™s Loy HOUSLING halcLl T0X fol URITRED S1ATHS: 1950-1969
(in thront of uaits)

Dec.1967

.- fctval estimate  Actual
Subivet 14950=39 Juat-R9 1960-69
- A B c
1. Total lLicnsing inventory at - =
Liugtunisne af Lhe decede 46,137 58,73 58,326°
COMD MHIITTS O INVELTORY CHANG ) -
220 Unfis oA to houcing inventory 16,861 16,000 17,114
3. New censtatericn 15,603 15,300 15,514°
4, Units and«d-by conversion 807 6CO 600P
5. Units added turoush other scuvces 1,050 1,GC0 l,OOCﬂD
LIPS .- e 3 /, e} [ n b
6. Lafts 1o - _fxe: heusing invento.y =4,370 25,200 =6,761" (5
7. Laivs ceooved throwgh denolicion -1,%33 =2,7C0 n.a.
8. Units lest throuzh mergers ~815 ~7C0 n.a.
9. Units lo tiro ,V.x other means -1,783 -2,2C0 n.a.
10, Ipah o2 in hosdng dnvoatory 12,331 11,009 10,353°
accotnied for by A
11, Inerrns: Lo awnlor of houscholds 9,98 93400 10,42b_1
12, Ch e ia vicaonales: 2,345 1,6C0 = 2.3‘
13, Avalath forv sole or rent 1,412 300 158"
W, Oth x vocaactes 933 1,300 - 2312
CiLnGis TW LHO7sING HENLS
15. love s oodds at peafnninn of dec 20,030 15,304 15,3 q""r
16, Su'.nrancerd waits to be removed 17 {,07 I'i,&07 11,4U"/
17, Crowied houcaholds in stairlavi und 2,652 , 3,957 3,957
18, Inziease in ciandard available vac, 841 - _
19, Ch-nezs fn bouting nee” iring ¢ :5;)6“ -4,577 -4,998d
20. Chaunge in numbter of subsiancard uatl: ~5,L00 ~4,352’ -5,334
21. Demcliticns, mevgers, other lossce ~3,446 ~3,885 n.a.
22, Substaniard units added during dec 1,886 1,551 n.a.
23, Upsrading in exisiing inventory ~4,040 -2,190 n.a.
24, Change in crowding in standard unit. 1,275 ~53 312b
25, Chargze in etandard available vacanci: s -841 - 24b
26, Lguﬁi:"_igﬁé.u1 end of decodn 15,34 10,787 10,366
27. Substaicard units to be rewoved 11,407 6,843 6,073
28, Crowied housenolds in standavd units 3,957 3,9C% 4,269
29, Increase in standard availlable vacanc’ - - 24
Sources: Cols. A & B: Frank S. Kri. ., Urban Housing Needs Through

- ission on Urban Problems, 1968,p.6.
20 and 1970 Census of Housing,

the 1980's, The National ¢
U.S. Bureau of the Census, 1
U.S. Summary.

/ Estimated.

Sun of 1960-69 Ilousing St.. ,

a/

U.S. Burecau of the Census,

Construction Reports,

homes reported in 19¢0

definition may under:
196C & 1970 Census of Hou«
£y dilamnidated units

(C-"
Latoe

(1ion

JooWl Cons

in 1970.

~rics) olus increase in mobile
/0 Ccneas of licusing.
truction total.
g, adjusted to include an estimal -
cnumerated)

Thia



1. Persistent increases in Federally-financed or assisted

~new hiusing output ever.-the-1260's-~-particularly FHA Scction

221(d) (3) and its successor programs, Sections 235 -and 236.
new ‘

Approximately 300,000/units enumerated in the 1970 Census

were contributed by Federal prograris in the two years prior to

the Census. The decade total from this source (including the

low-rent public housing progra.s; was slightly in excess of

one million units.

2. A sharp upwa 1 jump in occuj.ai. , of mobile units. The
inventory of this form of occapnied hovsling more than doubled
in the 1960's, contributing 1.1 million units toward the

decade's net increase of 10.4 .:ili:n. ncasing units.

LR

These two inZluences prevented the 1I: " "..'. 1920-1970 rate of progress
from falling off relative to the rate of irn.«veaent recorded during

the years 1950-1960.

It is worth tracing the components of cha:ge ‘hown in Table 1 to
notc the similarities in housing trends of tic 1950's and 1960's despite

the above-noted mixture of positive :ud ned~tive influences during

.the p~st decade. The relatively low rate of household formation in the

early 1960's was abruptly and sharply rev re- 1 in 1968 and 1969
when persons from age groups witr a high wropensity to form

housecholds (the baby boom of the latc ?°40G'c;, entered the housing

’ market in large numbers. A nearly dovisic . - oFf bouschold formation
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in these two years contributed to an increase of a million more

— - - . - - - . . - e - . . ——-

households than were projeccted for the decade in Table 1 (line 11).

Nevertheless, the gross addition of 17.1 million housing units estimated
for the 1960's (line 2) appeared sufficient to absorb a high rate of
housing losses (6.8 million units--line 6) while still taking care of
total household formation exceedina chat of the 1950's. The decade-cnd
surge of houschcold formation created pressures upon the vacant housing
supply--the overall available vacancy rate in 1550 fell relative to

that in 1960 (3.1 pcrcent versus 2.0 maercent). On-balance, the Nation's

housing status diring the 1960's ren itned at reasonable eguilibrium

even with the aprearance of new trun’s--a high rate of housing additions

contr_ huted by mobile units and puilicly assisted housing as well as

an acceleration of housing losses. - Coe

Adygnces in the Natio:n's housing status in the 1960's
matched or excceded those of the prcvious decade. The overall decrease
in "housing need" in the 1960's (lir.: 19, Table 1) was almost as great
as that projected in 1967. The d.ct:ase in substandard units was CD
18 percent gr=ater than projected (line 20) but this partially was
offset by siight increases in crowding in standard units (line 24) zj

and in vacancy "reguirements" (linc¢ 25). On balance, the improvement()

in housing conditions over the decades 1950-1970 has been impressive.
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Specific aspects of the 1950-1970 improvenicnts may be traced in data

- et g L tew

of Tablé 2. Average number of persons per housechold fell from
3.39 to 3.11 while the median number of rooms por housing uhit )
increasea from 4.7 to 5.0. As a result, the Nation's households id
1970 occupied more space per person than ever in the history of the

country--an average of 1.65 rooms per p=rscn compared to the 1950

figure of 1.42.

Zinother contribution to housing improv.wer.: 2.3 Lhe de rease in l- and
2-room units while increases were rece 1ot 1. cohi-category ol hcusing
units w'th 3 to 8+ rooms. Since most olde+v L- (nd 2-room units arc
conversicns wilh éﬁgfeébgzﬁzégﬁ"fé&iiiéieé.>iﬁoirwdeéréése‘corrélates
closely with the reduction in substandard ua.-3 (dilapidated or lacking
plumbing facilities). The latter ca’. v e.r-rsien¢ed shary decreases

of 49 and 44 percent over the past twa decaacs.

Another reflection of improvement in bhouwin; # .ndards over the two
decades was the ability of individuuals to e<iasblish or maintain
households. One-person households incrcased by 7.1 million, nearly
trebling betwcen 1950 and 1970. 1In tha chort time-period of two decades
such households increased from 9.7 peic.:.t tc 17.6 percent of houscholds--
the fastest growin« category in the Niation. At the other extreme,

households of 8 persons or more decr:~z~i from 2.8 to 2.5 percent of

the total while 6 and 7 person houset.. 's Ffoll from 9.4 to 8 percent.
The cormbination of smaller houschol.l. *’v . jhtly more rooms pci unit
also led to a decrcase in crowding: A 1 households had more than

1T O hrAarycANne oy YAeam Tm 10772 I 9 ... e vrrrrmad et v R, 407 Y 1Ya AN
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Table 2.--GENERAL IIOUSING AND OCCUV ...CY CI.\RACTERISTICS, UNITLED STATES,

1950, 1960 AND 1970

>

- . - — s e

Subijecct

Tenure, race and
vacancy status

All housing units
Occupied
Vacant
Available (year-round}
I'or sale
For rent
ot availablc®
Owner ccacupied
W.iLlo
Non=-vhitea
Renter occupied
Wittce
Noa-white
Conditions and nlumbing
facilitcies
9

= Occupied units

Nct dilapidated, with all

plunibing facilities
White

1.01+ persons per rooi
Non-white

1.01+ persors per room

Dilapidated or lacking

plumbingj facilities
White
Non-white

Roors (occunied)

Total

NV WM
+

7’edian

T - O Percent change
1970 1960 1950 1960-70  1950-G0
68,67, 58,326 45,973 17.8 26.8
63,450 53,024 42,826 19.7 23.8
5,225 5,302 3,157 -1.4 67.9
2,133 1,975 732 8.0 169.8
477 522 215 -8.6 142.8
1,655 1,453 517 13.9 181.0
3,096 3,327 2,425 -7.0 37.2
39,885 32,797 23,560 21.6 39.2
36,97y 30,823 22,241 20.0 38.6
2,906 1,974 1,319 47.2 49.7
23,565 20,227 19,266 16.5 5,0
19,551 17,057 16,803 14.6 1.5
4,014 3,171 2,463 26.6 28.7 .
63,4." 3,024 42,826 19.7 23.8
59,15 . 44,550 27,632 32.8 61.2
54,2205 41,438 n.a. 30.8 n.a.
3,979%" 4,658 - n.a. -14.6 n.a.
4,939%" 3,112 n.a. 58.7 n.a.
1,232%" 1,456 n.a. -15.4 n.a.
4,291/ 8,474 15,194 -49.4 -44.2
3,050: 6,442 n.a. -52.7 n.a.
1,241/ 2,032 n.a. -39.0 n.a.
63,450 53,024 42,826 19.7 23.8
1,108 1,221 1,103 -9.3 10.7
2,132 2,1°5 2,997 -0.7 -28.4
6,758 6,007 6,205 12.5 - 3.2
12,977 11,162 9,304 16.3 20.0
16,007 13,355 9,258 19.9 44.3
13,008 10,578 7,435 23.0 42.3
6,185 4,749 3,226 30.2 47.2
5,276 3,805 3,295 38.7 15.5
5.0 4.9 4.7 2.0 4,2
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Table 2.--(continued) GENERAL HOUSING A.1D OCCURAI'CY CHARACTERISTICS,
UNITED ST™ATES, 1950, 1960 AN 1¢70 - :

Percent change

Subiject 1970 1950 1950 1960-70 1950-60
Persons
Occupied housing units 63,450 55,024 4:,826 19.7 23.8
1 11,146 7,075 3,993 57.5 77.2
2 18,781 14,859 12,023 26.4 23.6
3 10,909 10,008 9,763 9.0 2.5
4 9,803 9,130 7,878 7.4 15.9
5 6,199 5,873 4,166 5.5 32.2
6 3,360 3,122 2,258 7.4 8.6
7+ 3,252 2,915 2,445 10.4 20.4
Mcdian 2.7 3.0 3.1 -10.0 -3.2
Spac> utilizations
Total persons in s = ’ o
housing units 197,400 17-.23" 145,031 12.6 20.8
w,'otal occupied rooms 325,376 26:,2;3 2C0%,612 22.4 29.3
Toutal roo~3: per person 1.65 1.52 1.42 _8.6 7.0
Total perscns per occupied . '
housing urit : 3.11 3.31 3.39 -6.1 -2.1
Persons per room . '

1.00 or less 58,238 46,910 36,092 24.1 30.0

1.01 to 1.50 . 3,802 4,711 4,084 ~=9.7 3.1

1.50 or more 1,408 1,903 2,650 -26.0 -28.2
Financial
Median value (occupied _ :

one-far ily units) - $17,000 §$11,900 §$ 7,354 42.9 61.8
Median contract rent . '

(occupied units) $89 $58 $36 53.4 61.1
Median income (families) $9,856  $5,°60 $2,073 74.1 84.2
Median gross rent as a .

percent of inccme " n.a. 19.2 17.4 n.a. 10.3

Sourcc.s: US Bureau of the Census, 1950, 1960 and 1970 Census of Housing.
. 1/ Includces vocant seasoni:'l and migratcyry urnit:s, wnits rented or sold,

awaiting occupancy, held for occasional .- : &= other vacant.

b/ To permnit comparability an estimate was ued Lor dilapidated units (not

enimer: ted in 1970) using 1968 data of £ ~n. ¢ 1h: Census' Housing
Chiracteristics rceport, Series H=121, Lo.. t/7, peoruary 1970,
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The housing gains described above werr accompanied by, and in large part
were attributceble to, advances in family income. Only rising incomes
whose rate of increase equaled or excecde! rent and hou:e priée rises
could sustain the high volume of new conciruction experinced over most
of the past two decades. Median family income rosc 84 prrcent between
1949 and 1959 and 74 percent in the follow ng decade. Rents and prices
of singlé-family hones increased at a slowar rate (Table 2). Rent-income
ratios increased only slightly indicat.ry that the improvements in
housing standards purchased over the Loa- twenté years did not create

excessive draius on consuiner budgets.

The WNatiecn's irprcoveront in housing ciucwo. 's_ and the. Tiltration Proerss

&

Up to this point we have defined the n~ » - ¢ s-precedented progress in
housing standards over the two decacdws 1950-1°70 which produced the

most sustained period of high-level rcur iy coasiruction in the Nation's
\

history--30.5 million new housing uni.s v i~ the net addition of
households nunbered 20.4 million. The ace _j..e number of substandard

units fell by 70 percent--from 17 mil'icnr to 5 million. Space standards

0

per person reached new highs while crowd’ iy rcuched new lows. O

4

Given the fact that increased Federal hecus.ing assistance has become
effective only in recent years, the a:cec.in arises about the coxtent
to which the obscrved improvement wa. trac: " le to the effective

functioning of the filtration procecns.

What are the reguirements for ascextai, i .ir i eflecti c functioning of

'
)

-

the filtration process? A search oi: “t. 1: . ture permits scme
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parameters to be described that are acccepied by most analysts:

- 1. Ncw cornstruction beyvond the rate necessary to house
normal growth, i.e. an excess of housing supply over dcmand
at the point from which filtering is to originate.

2. New construction exer*s a downward pressure on rents

and prices of existing housing, permitting lower income

families to obtain better housing bérgains relative to their
existing quarters. N

3. Exogenous factors ace ol counstant, including the
general levnl of incomes and Criic--ocwome ratios. 2/

4. Decline in quality i< .-t r- ' 3sarily forced by rcduction

2
in maintenance and repair exyondiit: .7 to the extent that

rents and prices are forced daowawe "G.

-

5. A mechanism must exist 1.: ::>:ove the worst housing from
the market without adverseiy al. wetine rents and prices of

housing at the lowest level.

The above basically rcpresents Richavd Ralcliff's exposition with
modifications suggested by Grebler, Winni~k and Fisher to permit more

precise mea.urement of the process s distinct from its etffects.
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Ratcliff, and subscqguently, Ira Lowry, concluded that, as a means of

— - e o = 22 5 TN - em e e o - -

improving housing quality, filtering essentially is a self defeating

-

process. Ratcliff puts it as follows:

Filtering...is not a controllable device. The end product of
filtering, at the bottom of the chain reiction, is substandard
housing; thus filtering produces the very blight which we seek
to remedy. Filtering cannot increase in effectiveness without
the removal of housing as it sinks below minimum standards.
And if by some drastic cheinge in conditions the rate of
filtering were accelerated to the point of adequacy, the cost
to property owners through the concomitant depreciation in the
value of their properties would be tremendous.l1l0/
Thus a loss in value sufficient no drive rents and prices to such a low
level thbat only standard quality housing can be found at the bottom
of the rent-price ladder might hdve the perversé eFfect of driving
rents and prices of the entire ‘houcing spectrum to the point that new
construction would come to a hal:t prices and rents would again rise
and doubling up or excessive conversion of housing at the low end

of the scale would once again dilute housing quality as well as

occupancy standards.

Not onlv woul:l the process be unsvzcassful in the end but there would
be great costs on the way. If market price were to decline so that
successively lower-income groups car afford tho ﬁou:ing while removing
substandard housing within a reasonable time period, society would have

to pay a high price in acceleratcd Joss in value of the housing stock.
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. o . ) .
This position is strongly supported Ly Tra Lowry who demonsirates, «in

R

owne s tc declines in vilue o: rent will be a policy of under- -
;
maintenanc: of pr.perty so that, in addition to normal deterioration

that occurs over time, the deterior:ticn caused by disinvestment will
lecad to far more rapnid declines in gunlity of housing than otherwise
might occur. As a result, it is extromcly unlikely that downward
filtered dwellings will, in fact, provicde satisfactory housing to

occupants who obtain them at low rcuis cr rriccs. 11/

Only onec guestion remains open in thie ox, v " -ion: if wvalue decline is
anrcclevab:d through a large and cou:ishx r o 7lax of new constructicn
that persistently clears the market. 7 s 3, and year out, is it not
possible for the rate of value-~decliv.> tc .utscrip quality decline,
with a resulting improvement ir. hou::i:g s+.adards? Lowry would argue
that this is not possible within thc frane=-vicrk of the "pure"
filtering theory and that the 1950- /0 i:ivwveven.>nt in housing standard:s
in the Nation occurred within a franework of filtration reinforced
L

by exogenous variables such as rising ir~omes, To put it in his
own words:

"The reason why it is importiut to distinguish the effects

on housing standards produc:-d v ‘*~xoacnous' factors such as

rising real incomes from the efficts produced by new
construction through filterins {as I have defined it) is that

confusing the two can lead to miet:'%:n policies. Thus, if
it were strictly true that cuality ~% a housing unit changed
promptly and proportionatel: 1i = - 5o to changes in its
market rent (because the owicr - “riange his maintenance
policy), the special public rz - - ich as subsidies) to
encourage new construction il o .. in a chain of moves,

but would not result jin boti - 7. at the bottom of the
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chain--unless the familics last in line paid highoer rents
to support better maintenance than previousl . On the

-  other hand, if measures (such as rent assis:ance) werce
taken to increase the real incomes of thesc families, thus
ena! 'ng them to spend morce for housing, its cuality would
rise without the neced for special encouragaw.nt of new
construction." 12/

The discussicn can at this point be suwwmwarized. When filtration is
defined in the nanner posited by Lowry, "a change in ti:ie ccal value
(price in constant dollars) of an existing dwelling urit" for the purpose
cf asccrtaining whether the value declines of housins thal occur. in the

filtering procees can result in provid..ag sound hous'ng for low-incomc

familics, it remuins seriously questicnable wherhes . [iltering proce:rs
by itsclf con ™ crelditsd wilthh the obscrved ilmpror ~0 o 0 in housing
sterdards thel occuried in the dégd&;§>i650-1076. noihing in the
position trlen by others whe Liave discussced £ils “ica the. ty (Grebler,

Winninsk, Fisher, Grigsky) necessarily contradi~i. Toory's position
since the only diffe;ence in their positiQn.is te¢ allow the influence
of excgenous variables to be incorporated in analyris of the cffi ots of
filtraticn, a position that Lowry explicitly rciects, Thus, whether

filtration works or does not work to improve the housing supply depends

upon whose definition is used.

.

Some empirical evidence on the subject may be gleaned from information
made available by the Census Bureau's 1950-1959 .:onponents of

inventory chan¢e which permits analysis of the path by which substandard
housing left the housing invintory during ti.abt pceriod (Table 3). This
inf-rmation provides little support for the t.a.itional conception of

filtr..tion. The first point of note is that ~icrt percent of the new
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housing added ¢ iring the 1950's was ¢iascifi~d s substandari--it had
ﬁowhnra to filter (but up). .Ih fac&} thie o dation of the substanda«d
supply frcm new construction (1,235, '00 waritsy was even gfeatcr than
the one million substandard units add=d by detcrioration in the
existing housing supply ("same" units). TIn the rame time period,

5 million sibhstundand units of 1950 hoed rcoin wp o oded to standard

status by 1559, The resull was a n-t i.pre - cens of 4 willion units

i1 the caisting hoazing inventory tunnt swos i 1ly exceeded the |

2.65 nillion svepstandard units that w00 Jdoo 5 70 or obthe nwise
resove' by "other means." It 1 awzs o o note the ounioorc

of thoaxe our 2’ i chunges: despite ttae oo o S R milliop
substanTnod units through new const.ouovicin o0l 0 2,5 percoat annual
rote of dzlcriovatcion in the (xisticg lLicen L, o torsy that crecated

an addi.ticaal one m}llion substandars.: wics - JESC iing of 5 millicu

existing substandard units to standa i stotun ov vwhelmed thie negative

influentes on the housing inventory.

Other changes in quality.of housing ex.stii; 1+ 1950  through
conversions and mergers, resulted in a fuitler <. reduction of more
than one-half million substandard units. fTne Joregoing leaves large
guestions about whether the housing inveatorv 7.7 red up, down

or in both directions and whether traiiziioral vi ov.. of iltering are
cither uscful or relevant in attempt n: (v 21 'n the link between

new constooction and the improvement (0 o oo Anvenltory.
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It is abundantly clear tbat no explanation for the marked improvor nuts
in the Katicn's " ousing status can be ascertained without esxamineiico
cf the factors refcerrcd to by Lowry as exogcnous variables. Once

this course is undertaken another major responsibility must be
ascurmed.,  only glancing refercence o far has been made about
digzidont trends in the Nation's coatral cities that caszt a clouvd
over the briglhit historic housing progress that has been made on @
natiorzl level. Tha last four years have been difficult ones ca

the housing front in many ways. For example, an advancing r=' o

of detzolioralicn aud widespread chandonment of housing in the
ccentral catios has creat 1 whoelly new sceits of procleans.  Thuo, no

conclusion akcat the larger picturs « (1l be warrantod until the

relcvant excga.ous factors are tho.ouvghly explocond,

. . . -
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The President's Third Annunl 2-ciri on Nationnl Housing Go ls,
June, 1971, Table 2, p. 8.

~

bid., ;. 22. This figure inciulss financing of 113,000

rehavilitated units in addition to ©45,000 new units.
Ibid.
A sincle housing unit conceil b1y con be aided by sowe or all of

the following programs, cach of whicli Lhas a spacific measurable
cosi: urban renewal land wricedowr ., VoA Sccetion 236 l-peraoent

subsidy, rent sunnlemcents, 1) es’ * tax exemption, losth
Feder:il (anw Ste ) taxes on =70 = bonds (for State and
Municipelly financed progrars) ar: “.ocongh tox beroIits to

limited partner equity invoesicoo.

<

Bernard J. Frieden, "Iwpro<w' = Fe .o o 1 licusing Subcidinzs: Suioors
Report," Papers submitted to o o’ io2@ on Ilousing PaneLs,

Part 2, Committee on Bankii ~n» Cuvre:cy, House cof Representa:'we i,

S2nd Concross, First Scossien, p. 2. 2.

This distiaciicn was made CC . .axvvy oy, ©oton LeIsler in "Tix
Goals of Housing Subsidy P.graw.c’ . Part 2, Papers submiticd
to Subcommittee on Housing pfarol: LLolteoce on Banking and
Currcncy, llouse of Repres: . ’vi. , "2ud Coryress, Fisst Seasion,
June 171, pp. 419 ff.

F.S. Kristof, Urban HOUSlHU>FmeS A wrhlthQMl?iQ S: pn_hn~lvs‘:
and PrOjeCt}QE, Rescarch Repoth .+, Lne WNational Cowaission on
Urban Probl:iws, Washington, Db.C , ' .., p xi.

Because the "condition of housine” "t...: was droy od from the 197C

Census cnumeration, a small rone. o - o C the 197V needs figure
(about 10 percent) had to L¢ esii..i-d1. When the 1970 compocnents
of change data become available, tihis figure can be confirmed
or corrected. The margin ¢f erro:r is likely to be under 500,000.

There is some question abou” this p.int. William Grigsby would
incorporate exogencus factc.: a3 a p..-t of the filtering process
whercas Ira Lowry bars such ar apy:cach as analytically confusina.

R.U. Ratcliff, Urban Land f-c: ics, Now York, McGraw I1ill Book
Co., Inc., 1949, pp. 333, 3.4.

Cf. Ira 5. Lowry, Filtering inc v o Standards", Land Lconomics,
Vol. XXXVI, November 1960, ., 2 7

Lettcer, Tra S. Lowry to I'... v - 7, / April 1971.



FEDERAL HOUSING POLICIES, SUBSIDIZED PRODUCTION,
FILTRATION AND HOUSING POLICY OBJECTIVES

IT

Introduction

Serious questions have been raised about the efficacy and equity of the
Federal Governmcnt's housing subsidy programs in achieving'thekNation's
goal of a "decent home and a suitable living environment fdé every
American family." These questions in.turn lead to analysis of the extent
and path by which the Nation's observed housing progress was realized

in the period 1950-1970 when the overwhelming proportion of new ﬁousing
produced (96 percent) came via the private sect;r--in contrast to the
most recent experience of the bast three years (1969-71) when the
proportion of total new residential starts directly aidéd by Federal
subsidies climbed from 11 to 23 percent through i&plementation of

subsidy programs of the Housing Act of 1968.

One conclusion that emerged from this analysis is that the observed
improvements could not be attributed to the operation of the filtration
process ‘

Ainless it was defined to take into account exogenous factors, such as

change in incomes, even though it was evident that housing filtration did

1)
occur during the past twenty years of extensive new residential production

’ L4 .

accompanied bylmajér declines in substandard housing. 1/

A review of the effects of housing turnover generated by new construction

as well as by other means is undertaken in this paper. Some distressing
from housing abandonment .

side-effects/ are considered. Another question discussed is whcther the

"housing shortage" implicit in the production goals of the Housing Act

of 1968 addresses the real problem or whether the housing problem may be
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more precisely defined. Finally, some alternative policies to realize

the Nation's housing objectives more efficiently are considered.

New Construction, Housing Turnover and the Improvement of Housing

Louis Winnjck proposed that empirical studies should zero in on the
felationship between new construction, housing turnover and'Ehe improvement
of housing. This could be done by tracing directly the turnovéf of
housing that ensued from new construction and bylstudying the changes in
rents (or prices), incomes, rent-income ratios, space, housing quality

and housing satisfactions of the participants in the chain of moves.

From a theoretical standpoint this no longer can be defined as a discussion

of the filtration process unless one accepts the broader definition of

‘

this term which incorporates exoganous factors as‘part of the process.

The writer worked closely with Winnick in developing such a study:

e

In the summer of 1963, a project was completed that illustrated
the chain of housing turnover generated by people moving into
newly constructed units. Starting with an interview sample of
64 initially-occupied new units, the survey required a visit

to each housing unit left vacant by the household that occupied
the new unit. The successor household (if there was one) was
interviewed, and the characteristics of its present as well as °
that of its previous housing unit was obtained. Its previous
housing unit was thenvisited and the new household occupying
that unit was interviewed in the same manner. The chain was
followed. until it’ was broken. This occurred when a household
in the sample had not left a unit vacant in the City or when the
unit in the sample was found to have remained vacant, was
demolished, or had been otherwise removed from the market.

Although no claims are made about the representativeness of the
sample, the implications that could.be drawn from the survey
data were quite dramatic. It was found, for every 10 newly
constructed units in the sample, 24 families were able to make
voluntary and presumably more satisfactory adjustments in their
housing circumstances = 10 by moving into the new units and 14

by moving into existing units made vacan. by the -housing turnover J
that ensued.
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The data further indicated that the chain of housing moves
generated through new construction resulted in an improvement

of the housing status of nearly all the families involved.

Only 6 of the 154 housing units visited in the survey were
substandard, and each was at the end of its respective chain.
The data thus indicated that the turnover which follows the
occupancy of newly constructed units contributed to improvement
in housing status by (1) allowing at least some families to move
from substandard to standard housing (none moved in reverse), and
(2) allowing an even larger number of families who already were
in standard housing to make favorable readjustments with respect
to housing space, quality and location...

Another notable finding was that, at each successive link in the
chain, families with generally lower incomes than that of their
predecessors moved into turnover units. . c

In general, households in the turnover survey were found to be
upgrading the space and quality of their accommodations--a fact
that is most obvious with respect to families moving into
new units, shown by the finding that the median gross rent becomes
lower in moving down the successive links of the turnover chain.
In addition, analysis of present and previous rents of families
involved in the turnover process showed that they more often than
not assumed a higher rent burden as a result of their move. This
is true even though some moves were made by families for the
purpose of reducing housing costs by trading larger quarters for
smaller ones. The present median rent of A link households

(those that moved into new units) was $138 compared to $85 in
their previous unit. For B link households (those who moved into
units left vacant by families moving into the new units in the
sample) the median was $109 compared to $80. For the successive
links, 17 households had a higher rent compared with their
previous rent, while 5 households reduced their rent.

Even though mbst families in the turnover survey increased their
rent bill as a resylt of their move, this did not appear to
seriously..dffect’rent-income ratios, which remained close to an
estimated City-wide average of 19 percent. 2/
Only months after publication of the results of the New York City_pilot
turnover‘étudy,.the Ford Foundation undertook to finance a nationwide
study of housing turnover generated by new construction by the Survey
Research Center of the University of Michigan. Whereas, in the New York

City study, a chain of turnover was regarded as broken if a housing vacancy

was left outside of the City's boundaries, the Michigan study of John B.
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Lansing, Charles W. Clifton and James N. Morgan would follow the chains

wherever they led, from one end of the co'...try to the other if necessary.

The new construction studied by the authors included a probability sample
of dwellings in 17 standard metropolitan statistical areas. Ihterviews
were successfully completed at 1,133 newly occupiéd homes with»the final
results of the study based upon 3,039_interviews. Eighty-six percent of
all the families in the sequence begun by the 1,133’homes were inferviewed.
Chains of moves come to an end when the last persons in a sequenée leave
no vacancy behind or if the last house or apart&ent in a sequence is
removed from the housing stock physically or in terms of residential use.
Compared with the New York City survey which showed an average of 2.4
moves within the City's boundaries,. the Michigan étudy showed an average

of 3.5 moves for each new unit without regard to distances covered by

the chain of moves. In terms of percentages, chain lengths were as

follows:

Sequence ‘ends Percent

after 1l1lst moée 23.8

after 2nd move 20.8

after 3rd move . 18.2

* after 4th move 11.2

, aftex 5th move 7.8

e after 6th to 19th move 18.2

Over the course of sequences, average value of homes fell from a median
value of $25,900 for new homes to a median of $17,300 for the sixth or

later sequence. Forty-two percent of the chains started with a new rental
unit . The median rent of $135 for new units éeclined to a meéian of

$100 for the sixth or later sequence. By and large, the.-higher the value of

the new house, the longer the average length of chain of moves; this held

e rmom omw S b e T e dewmvrm mT o o e vt i o  Em Ll Y omid P .
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that began with owner-occupied new units was one full position longer
than for rental homes.

a
In the aggregate, 55 percent of the families who movedout of /unit- had an

income that was higher than that of the successor family wﬁile the
reverse held true for 25 percent of the cases. Tﬁe general';endéncy

thﬁs was in the expected direction. On the average, poor families
participated in the chains of moves started by new construction in roughly
about the same proportion that they occurred in the general popuiation;

-

The poor were under-represented in positions one (the new house) and two,

but over-represented in positions three and beyond. .

Negro families were under-represented in the occupancy of new homes;

. .

they represented about 50 percent of the rate of expected occurrence
relative to their proportion of the total population in the metropolitan
areas sampled. Negroes repreéénted about 61 percent of their expected
rate of occurrence taking into:aécount'their income levels relative to
the income 1levels- occurring amongvﬁew owners or renters. The authors
concluded that "The fact that -Negroes occupy only .61 ofkthe homes tha£

. . [}
one would expect on the basis of their incomes is the combined result of

A .
‘e

.

discriminatioﬁwiﬁf£he héusing market and Negroes' low average assets."3/
This observation tended to be supported by the observation: "When
Negroes do move into new housing, they are more likely to move into

new apartment houses than into new single-fam;ly homes." 4/ Finally,
Negroes were under-represented in the chains of moves; they occuried

at only 70 percent of the expected rate in terms of their income levels
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and proportion of the population in the areas sampled. In only three
percent of all moves did Negroes supplant white occupancy while in one

percent of the cases the reverse occurred.

Possibly the most important estimates relevant for public policy that

emerge from this study are:

1. About one out of four sequences begun by new construction
ends in a demolition or other permanent withdrawal from the

housing stock. :

-

2. The sequence of moves begun by new construction in the
total housing market account for the initiation of roughly

half of the moves in the nation as a whole.

3. Although the poor were proportionately represented in
the sequence of moves Bégun by new construction, this was not
true for Negroes, poor,of non-poor. Negroes constituted only
61 percent of the expected“rate of occupancy of new construction

and 70 percent of the -expected rate in the subsequent sequence

)
.

of moves. v :

’ * f L4
. ” o
)
e y.‘)"':

In short, call it what one will-~filtration, turnover, or chains of moves--
new construction accounts for about one-half of the annual movement

of families in America; it is linked withthree-fifths of the housing .
removed annually from the inventory through demolition or "other losses"

(not including changes such as conversions or mergers). On these grounds

alone, a significant linkage can be made between new construction activity
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and the improvement of the housing stock. Finally, the failure of Negroes

to participate fully in the upgrading of housing status generated by new

construction has other consequences that must be addressed.

Turnover of housing not associated with new construction

Given the estimate that one-half of the movement of American households

arises from the chain of turnover arising from new construction, what

sparks the remaining moves? Conceptually, these would arise from vacancies

in existing housing created by both demographic and supply factors:

1.

Demographic--throwh dissolution of existing households by:
a. death, divorce, separatiqn and doubling.

b. Outmigratiog. This is a mixed concept:; household
dissolution through out-migration for one community may
become new household formation for.another. In the latter
community, the migrating household is as likely to become
part of a chain,of turnover generated by new construction

H

as .not.

Supply changes other than new construction.

3

a. ,The plaéeméﬂt on the market of units (unchanged,

P
AT 4

remodeled, rehabilitated or rebuilt) that previously

had been vacant and off the market.

.

b. Conversions: althowh they usually do not add more
space, conversions of larger residential units into a

greater number of smaller units add to the usable supply.
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Chains of turnover generated from supply changes are more likely to

occur in the renter sector. This type of.turnover therefore would occur:
more frequently in the central cities where such housing is concentrated.
Aggregate turnover in‘metropolitan areas is slightly greater outside

than inside central cities possibly because the volume of 'now construction
(and the consequent turnover generated) on the average is 2.0_Eo 2.5

times greater outside central cities ;han inside. Using the lower end

of the above range, new construction would account for t&o-thirds of

the chains of moves originating outside of central cities but only one-
third of those inside central cities. Conversely, the ratio of chains

of moves occurring through the demographic-supply factors cited above
initiates two-thirds of thg moves inside central cities of SMSA's

and only one-third outside central cities. 1In 1970, four times as

many Negro households in SMSA's resided inside central cities as

outside. The foregoing providés additional confirmation of the likelihood
that the housing becoming available to Negroes will originate from

turnover in the existing stock not: generated by new construction. What

have been the consequences of these facts?

. ‘
’

Housing Abandonment in the’ Central Cities

PR e XN

The subject of housing abandonment has become a major issue across the

Nation over the past five years. 1In city after city, neighborhoods that

have become inundated by this unprecendented phenomenon have become

housechold words in the housing world--Brownsville-East New York in

Brooklyn, East Harlem in Manhattan, the South Eronx, Pruit Igoe in St.
and '

Louis, Hough in Cleveland /Lawndale in Chicago are familiar names.

The Cities of Baltimore, Boston, Detroit, Los Angeles, Milwaukee
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Philadelphia, Pittsburgh and Washington,D.C. may be added to this
undistinguished list. To be sure, countless smaller communities that
have experienced serious chronic declines in their economic base have
been experiencing this phenomenon for many years. But not until the
latter 19é0's did the Nation become aware of the fact that hcusing
abandonment had become endemic to most major older central cities as

well as some newer ones.

Some examples of the extent of losses experienced through abandénment
are indicated for .data for New &ork City and éleveland. Within a
framework of 337,500 new housés and apartments added dufing the 1960's
New York City showed a net gain of only 165,000 units. Aside from
substahtial demolitions, some 89,000 units are e;timated to havg been
abandoned during the decade, of which some 74,000 units were étill
standing at the time of the 1970 Census. The estiméted loss through
abandonments equalled three percent of the City's 1960 inventory. The
City of Cleveland, on the othér hapd, suffered a net loss of 19,00Q

housing units dufing the decade although building permit data indicated

construction of some 14,000 units. The ipdicated gross loss of 33,000
Iy

housing units, including demolitions and abandonments, equalled 12

percent of the City's 1960 housing inventory.

Housing losses comparable to those of Cleveland and New York City were
experienced by at least ten of the 25 largest cities in the Nation.
For most of these cities the magnitude of losses was influenced by
abandonment of housing. Finally, all except one of these cities

experienced absolute population losses between 1960 and 1970.



What the Nation's older central cities appear to be experiencing is

the culmination of a demographic trend of more than a quarter of a
century--the thinning out of central city population densities through
the persistent migration of middle-class families to the surrounding
suburbs. .This movement has left behind large masses of olqer.and
obsolete housing that no longer is reoccupied by European immigrants as
fast as it 1is emptied. The only ned.occupants available for this
housing have been Negroes moving from rufal to urban areés and the urban
migration of Spanish speaking populations from.Puerto Rico, the West
Indies, Mexico and Cuba. This migration has not been sufficient to

offset fully the continued out-migration of the white middle-class

population.

The second aspect of this phenomenon is economic. Normally, the

-

increasing availability of old?r housing, should lead to a (relative
even if not absolute) drop in its price and its readier availabiiity
to low-income families. But fragmentary evidence suggests that the
price drop in the housing occupieé by low-income minority in-migrants,

to the extent that it occurred, in many areas has led to disinvestment
g
and deterioration through:decreased maintenance by owners of rental
» .',,,-,-,f,f "l ’

properties along the lines of the Lowry model. As a consequence;large
quantities of central cities' housing stock not only filtered down but

filtered out of the housing market because owners cut their losses by

-

ceasing to operate their properties--in short, abandonment.

Recent field studies illustrate many of the complex factors that enter

the picture. The Urban League's survey of housing abandonment provides



g raphic descriptions of abandonment in seven cities:

St. Louis is farther down the road to total abandonment of
the central city than any other city in our sample....In the
two neighborhoods included in our survey there are thousands
of abandoned buildings and no public actions in sight to
improve the situation.

The process of ethnic change, over exploitation of property,
withdrawal of mortgage financing, deepening poverty and final
abandonment is most fully played out in St. Louis. Mortgage
lenders freely admit having cyt off all funds for the entire
city with the exception of one all-white neighborhood...5/

The ownership history of the inner core is one in which there
was a substantial degree of white owner-occupancy. Blacks, in
significant numbers, had occupied these.areas for upwards of
twenty-five years, but they never established themselves as
homeowners. The urban renewal process, according to brokers
and property owners, had a dual effect on these areas. First,
it caused a significant number of those displaced by the
bulldozer to seek accomodations in the area. Amd secondly, it
prompted landlords to forestall and eventually forget about
maintenance. .-

Indeed, speculators purchased parcels from whites migrating to
the suburbs, but the dominant pattern of ownership was one that
was characterized by unprofessional, small-holders. White
owners found that the market for their homes was next to non-
existent after the onset of urban renewal. Therefore, they
opted to finance their move to the suburbs by enting out their
homes to blacks. This process proved to be most profitable,
but only for a short period of time.

In the mid-1960's the market collapsed in both the inner core
areas and the West End. Middle class blacks, in response to
the declining quality of the structures they occupied and the
1ncrea51ng.1nc1dence.of violent crime, deserted the areas. The
residual.population was comprised of either the desperately
poor, or the socially maladjusted. 1In either case, landlords
found that mounting capital and operational costs increased
rents to the point where there was no market for their units.
In those units where maintenance disinvestment had occurred

for some time, basic plant facilities collapsed. Tenants
naturally refused to -pay rent for such accomodations, and

some simple arithmetic revealed to the landlords that the costs
of repair and rehabilitation would place rents far beyond the
means of that segment of the black sub-market in the area..



Even those owners not faced with extraordinary maintenance
expenditures found their position becoming increasingly
untenable. Property taxes, water rates, labor and materials
costs, and the entire expenditure side of the ledger rose
faster than the incomes of tenants...Maintenance expenditures
were cut, property taxes became delinquent, and eventually the
mortgage (if there was one) was defaulted. The inevitable
result was abandonment of the investment.6/

The description of Cleveland, Chicago, Hoboken and New York City follow

the pattern described for St. Louis with only minor variations on the

theme. Invariably, the racial aspect emerges as a predominant factor.

A concentration of low-income, high pathology black families is identified
in each of the cities where the abandonment process has reached

significant levels. The symptoms are, almost uniformly, that of high
unemployment and high welfare'ratggs, dominance of female headed households,
high ratios of dependent children, problems in schools, including

conflicts, disorder, high truancy and drop-out rates. Finally, drug
addiction, crime and vandalism;are at high levels. The concentration

of such problems among a signifieant proportion of the population of

‘any given neighborhood has become %he identifying mark of collapsed

neighborhoods from whicﬁ black as well as white families with children
- ‘

.

have fled or will Fefuse gpiﬁhtariiy to seek living quarters. These
concomitantly:ﬁﬁgé‘been'afeas in which public services have deteriorated
or vanished, whether as a precursor or as a consequence of the foregoing
developments. A significant proportion of the newer residents of these
neighborhoods Aeither understand or accept'the middle-class mores and

values of the predominant culture in U.S. metropolitan areas. Within

this context, the difficulty seems to be less one of race than of class



or culture differences. The high visibility concentration and multi-
tudinous difficulties of this population have created problems for which

answers have not yet been found.

The combination of loosening housing markets, outflow of whité middle-
class population, the inadequate incomes of nonwhite successors with
which to pay rents that would permit.effective maintenance of the older
stock being deserted resulted in deterioration and ultimately abandonment.
Finally, racial fears accelerated movement out of some neighborhoods

at a rate that did not permit the orderly absorption of the released

-

housing under any circumstances.

Response on the public side has been uniformly ineffectual except for
large—-scale removal of abandoned ﬁnits. To the extent that significant
proportions of the older abandoned housing was substandard or dilapidated,
its disappearance resulted in-improvement in quality of the housing stock.
Thus, cities such as New York:and Cleveland, both of which have
experienced extensive abandonment, show improvement in housing conditions ci
a number of counts--substan tial decrease in units lacking or sharing
plumbing facilities, decrga;e_in 1- and é—room units, and, despite

the loss of uhitsﬁ;hnauéheabandonment, declining household size,

increase in rooms per person, decrease in crowding and an increase in
vacancy xate in the case of Cleveland. Superficially favorable

in terms of costs to rental “occupants, median contract rent in

Cleveland went up minimally-16 percent over the decade. 1In fact,

however, this was an indication of the extent of collapse of



this City's rental market. New York City's median rent, on the other
hand, increased at nearly the same rate as that for the U.S.--48

percent compared to the Nation's 55 percent.

Housing conditions in the Nation's Central Cities, 1960-1970

Despite all the problems of abandonment, examinétion of eérlyllQ?O

éensus data show overall housing progress in central cities. The
traditional indicators show improvements for the central cities comparable
to those recorded for the Nation--even though the effects of tugnover

-

attributable to new construction do not occur to the same extent
experienced outside of centr;i cities. These improvements have flowed
thmough to the minority households of these communities (Table 1).
Even in a city as heavily affectéd by abandonment as New York, the

housing status of its nonwhite population has materially improved over

the past decade.

The significance of these observations is to place the abandonment
phenomenon in proper perspectiVu;: Althougﬁ the problem has serious

implications for the ultimate well-being of central cities, it cannot
. X (]
be generalized into a statement that central city housing conditions

’ LR 4 .

in the overalI”have deteriorated.

On the other hand, the traditional housing indicators may largely be
irrelevant given other observations about neighborhood conditions

in central cities. For example, Census statistics record the existence

of plumbing facilities for a housing unit without ascertaining whether the:

are in working order. At a time when the provision of such facilitics is



Sralle L.==pBASLL nUUSLAG PARAMETERS FOR NON-WHITE HOUSLEHOLDS, FOR
CENTRAL CITIES OF UNITED STATES AND FOR NEW YORK CITY,
1960-1970 (in thousands)

Change 1960-1970
Item 1970 1960 Number Percent
Central Cities, United States

Plumbing facilities

Occupied housing units 3,838 2,844 994 34.9

With all plumbing facilities 3,609 2,140 1,469 68.6

Dilapidated and lacking some B

or all plumbing facilities 229 704 -475 -67.5
3 ¥

Space utilization

Total number of persons in

housing units 12,891 9,849 3,042 30.9
Total number of rooms 17,628 12,173 5,455 44.8
Number of rooms per person 1.37 1.24 .13 10.5
Crowding
Total occupied units 3,838 2,844 994 34.9
1.0l persons per room or , .. '
more 657 668 -12 -1.7
v 12%, A3 7%
Rent .
v

Median contract rent - $ 76 $ 53 $ 23 43.4

New York City

Plumbing facilities

Occupied housing units 580 353 227 64.5

With all plumbing facilities 547 276 271 98.2
Dilapidated and lacking some '
or all plumbing facilities - 33 77 -44 -57.1

’

Space UtilizatiSS’V

Total number of persons in

housing units 1,836 1,099 736 67.0
Total number of rooms 2,385 1,348 1,037 76.9
Number of rooms per person 1.30 1.23 .07 %.7
. . .
Crowding

Total occupied units 580 353 227 64.5
Ty 1.0l persons per room or more 103 79 . 24 30.5

Rent .
Median contract rent $87 $59 $28 " 47.5

Source: 1960 and 1970 Census of Housing, U.S. General Characteristics.



taken for granted (in itself reflecting major progress), the gquestion
of whether they function properly becomes more relevant. Experience
with tenant-landlord relations in rent-controlled New York Cify, for
example, does not permit answers to this guestion to be assumed.
Furthermo;e, it is of little consequance that the physical conditions
of a given structure are standard.in every respect if its inhabitants
fear to walk in the streets day or niéht, if drug addicts pose a
constant threat of burglary, robbery and assault, if str;ets and
sidewalks are broken, littered and filthy, if neighbor fears neighbor,
and if parents daily send tﬁeir children to school with fears about what
mishap will befall them. 1In short, if a neighborhood no longer is
regarded as a good place to l%ve, the conditions and quality of its
housing becomes almost irrelevant to families seeking a home. They will
not consider such.a neighborhood unless.their freedom of choice is non-

existent.

Two conclusions emerge from the foregoing:
1. By and large, the turnover of housing generated in
central cities has permitted lower, income segments of the

community to inherit better housing, as shown in Table 1.

R A

2. The consequences of two decades of high-level output
at. a rate of 1.5 units of new construction for each net
addition to households has become clea;ly visible in the urban
centers of the Nation--through the filtration of large seéments

of their housing right out of the housing supply through

abandonment and subsequent demolition.
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Viewed in this light, the extensive filtering out of housing in the
central cities of the Nation presents a mixed bag of results. In terms
of obtaining standard housing at lower relative prices, residents of
xleighborhgods not excessively affected by racial transition have been
eneficiaries of housing turnover in the 1960's. Large numbcers of
moderate-income minority families also have benefitted. The ékperience
of low-income minority families has been mixed. Although large numbers
of the latter have succeeded to better housing, it is likely that

rents were higher and that much of this housing is in process of
deterioration in services and-quality. Although it is difficult to

conclude whether the functioning of the turnover process has served

low-income families well, there ig_little doubt that it has functioned.

Some things can be said definitely. Relative to the essential

reqguirement of me;ting the fecord—breaking rate of new household formation
of the 1960's, the data show that any talk of housing shortage in America
constitutes one of the great ;ythqlogies of housing discussion.However, that
the need has not.been met for many low-income households for qualitatively
satisfactory housing within Fheir ability to pay eqﬁally can be flatly

asserted with little proéﬁect of refutation.

PRIV M

The Nation's housing problem redefined

The assumption of housing shortages in America appears to be part of

the concept behind the housing goals objective of the Housing Act of

1968. Such shortages do exist but only in a qualitative and distributional
sense. Recognition of this aspect of the problem is cr}ticai for any

set of proposals designed to deal with the prcblem which readily breaks

un i1into two acoaranhical commonentg—-=(1) +he Nation'es central cities



and (2) the outlying suburban or exurban growth areas.

Central cities

The problem here is not one of shortage of housing. It is the
qualitative decline of life in the cities that has in turﬂ ac;elerated
_the suburban outmigration of middle class familiés with chiid:en just
as cities have been the magnet for the rural poor seeking econ;mic
betterment. The qualitative decline of life in the cities has two
components-~racial and economic. When the racial aspects (earlier
discussed) are combined with the declining eco;omies of central cities
that no longer can employ profitably poorly educated, unskilled labor,
then more serious difficulties surface. These problems are not eased
by newer attitudes toward ther available unskillea service jobs that
comprise a large component of cities' functions as a service center.
Such jobs, termedﬁkdead-end", are increasingly avoided by even
unskilled able-bodied young males who find it as profitable to have
their wives (and nonwives) go on wglfare as it is for them to work.
Meanwhile they pﬁrsue a shadowy a;d frequently illegitimate existence. .
that makes life in Tany neigﬁborhoods untenable for normal working
families. It wasfestim?ted;iﬁ 1968, a prosperous year, that on any

one day 30,000 low-paying service jobs were going begging in New York

City while the welfare rolls neared a million.

In many respects, the central cities have -become an entrapment for
large numbes of low-income minority families as employment
opportunities decline or provide only a low level of sustenance. It

is in this context that the housing problem of these cities must be

viewed. By and large, the housing market has become too weak to support
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new
much more than heavily subsidized/housing (Section 236 one-percent

rental housing plus rent supplements for public housing-eligible
families). Moreover, incomes of a large proportion of these families ¢
are too low to pay rents sufficient to permit older but habitable
existing houéing to be kept at a reasonable level of maintenance and
repair. The problem in the central gities is less one bf hou;ing
shortage than of restoring the livability of neighborhopds that have
lost this quality and of maintaining or rehabilitating housing in
essentially sound structures. The low incomes of its inhabitants is
reflected in reduced income for public services in these cities at a
time when the maintenance of services has become more important than
ever. Many cities have been pushed to the brink of bankruptcy with
their abnormal load of dependent population in the face of weakéning
economies. The definition of the housing problem of such cities

lies in the fact that the hou;ehold budgets of one-quarter to one-~third
of the households of many cities, whether derivable from welfare or
from low-paid employment, does ndﬁ permit these households to pay thg.

full costs of proper maintenance of older existing housing. Given
\

such conditions, continued abandonment of housing that could provide

v .

many years of useful service becomes inevitable.

The housing problem of the Nation's outer areas

The outward flow of jobs to today's new urban centers that yesterday
were the cities' bedroom suburbs has created'a different set of
problems. Most of theseland areas are developed at 1ow_¥esidential
densities. Remaining vacant land almost invariably is locked in

similarly low=-density zoning. The residential construction that does



take place is conventional development at going market rates which, by
definition, provides housing for the upper 30 or 40 percent of the

income groups of the metropolitan area.

With cities less able to support their population growth because of
static or declining job opportunities, it becomes importaﬁt to permit
excess population of these cities to be drained off to follow the
growth of job opportunities. Historically, employment growth occurred
within central cities with an existing supply of housing continﬁally
being augmented by the movement of the middle and upper classes to new
housing in an ever outward pdsh. With the leap-frogging of new
employment growth into suburban and exurban areas, however, severe
problems of access and housing have been created for the low-income,
less mobile segmepts of our society. While housing surpluses (and

abandonment) develop in the cities, new housing requirements are

created in the outer areas to a greater extent than ever.

The foregoing defines the housing problem outside the contral cities.
The Nation needs new ground rules, in the most literal sense, to copé‘
with the problem. a primary requiremeng is that national housing——/J
. P ;
policy must écdbémodaté to this change by encouraging the provision |
of new housing at a wide array of prices and rents and at rational_ﬂ/
densities in the new areas of economic development. Only in thié
manner will the shift of workers into these growth areas become
possible. Although many workers today are reverse commuting to these

jobs from the cities, probably many more are precluded from obtaining

employment because of inability to find housing in areas of new job

opnortunitiecs .



A housing program fcu -he Nation's central cities

It is beyond the scope of this paper to deal with the larger problem of

the ultimate econoﬁic viability of the Nation's older central cities.

It is a truism that the.viability of these areas hinges upon the
deveiopmen£ of adequa£e levels of employment for their populations. A
second c?&ciai requirement for the survival of central cities is substantiu:
reinforcement of the flow of municipai operating revenues to revitalize
services in_declining neighborhoods. Conceptually, a fully Federally
funded, well administered Model Cities type of approach has potentials

for success in this direction.

Much has been written and discussed about direct hoh%ing assistance for
low—incomé (non-welfare) families.as a means of supplementing the

ebility of such families to afford existing housing at rents that permit
tﬁis housing to bé'broperly maintained. Not only does such a program
differ from the emphasis on new construction contained in existing

Federal programs, the family housing assistance approach has been proposcd
~as a replacement for these programs in older cities with surplus housing

rZ:
that is experiencing deterioration and abandonment. "Ira S. Lowry's

L]

”
§

exposition of such a program 'is summarized as follows:

vt
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1. It is designed to promote modest improvements in the
housing conditions of low-income families, depending for this
‘purposé on the existing ‘housing inventory rather than on new
construction. o- 2

2. It provides for assistance on equal terms for all
eligible families rather than limiting benefits to a small
fraction of those who are nominally eligible.

3. It offers a new device--rent certificates--for
delivering assistance directly to low-income families,



recquiring them in turn to find their own housing on the
private rental market and to ncgotiate rents and conditions
of occupancy directly with the landloxd.

4. It provides for a continuous check on the ‘quality of
the housing occupied by assisted families, prohibits the use
of public funds to subsidize occupancy of substandard units,
and creates incentives for toth landlords and tenants to
cooperate in housing maintenance and improvement. 7/.

Lowry ai&s thé program at "the critical housing problem of most central
cities today: not a shortage of housiﬁg units, but too little effective
demand to sBppdrt adequate® maintenancé of older buildings. These
buildings could provide decent, safe, and sanitary accomodations for

low-income families but are now being lost at an unprecendented rate

though deterioration and abandonment.®

o
v . s

’

"The proﬁbsal is...épecifically addressed to a'sifuation tﬁ#t is
characteristic of most of the Nation's large central cities and many

of the smaller oneéz they have large inventories of old housing suitable
for renter occupancy and their populations are shrinking."8/ The basis
of Lowry's proposalsstem from measures of the cost of modérate
rehabilitation in’New York City that indicate 750,000 apartments could
be upgraded to comfortaﬁle 1ivin§ustandar§s at an incremental aqnual

rent of§41l1l to $690 per ngrfover a rent base averaging $909 per annun.

’

PR

The alternative is the continued deterioration and eventual ahandonment
of much of this gssontially sound housing supply. Although the cost of
this a;sistance is not cheap, it js minute compared with the capital
costs of replacing this housing.,.Lowry esﬁimatcd that 38 percent of

all New York City's renter households (799,000) were eligible for, but

not receiving, public housing (or welfare) assistance. -Although this

~



does not imply that all eligible families require rent assistance, it
does suggest the potential magnitude of this type of housing aid--a
figure approaching $400,000,000 annually for New York City f#milies
alone. If New York City's low-income families constitute one-eighth
of those in the Nation's central cities, the foregoing discussion
suggests a po£ential cost of 3 billion dollars annually simply for

the central cities of the Nation.

-

An essential cérollary to the foregoing proposal is the strehgthening
of the mortgage finance system for the central cities' older housing
stock. If the experience of ﬁew York City is any guide, mortgage
financing institutions have been withdrawing %heir.fesources from this
sector oé the real éstate market ‘as rapidly as feasible. George
Sternlieb, whose monumental study of New York City's rental housing
;upply in 1970 exgensively documents this fact, comments as follows:
"The significance of these findings to the vigor of the re;idential

real estate market in New York City is beyond doubt. The largest single
source of funds éypically used by owners to rehabilitate their buildings
involves the refinancing of p%idﬁéown montgages. For example, the
relative unwi{J,J:\.’irr.xﬂgness of'Tba:ﬁkts " &hat presently hold such mortgages]

to extend figanc;ng means that this significént.source of improvement
mopéy'}s subgtantially'blockeq off." 9/

- A

Restorgtion of this source of mortgage financing would be enoxmously
enhanced by extension of the Federal Housing Administration's mortgage
insurance system to mortgage extension and rehabilitation loans on

older buildings that under present statutes ¢o not qualify for mortgage



~

insurance. Without a dollar's worth of direct outlays (except for
administrative costs and defaults) such a step would enormously accelerate
the flow of institutional lender's funds into existing housing that

today has reached a low ebb in most older central cities.

The foregoing proposals do not necessarily preclude aided new construction
from being undertaken in the.central cities. New construction is essential

to renew abandonment areas that are beyond rehabilitation and to replace

-

existing obsolete and deteriorated housing that does not warrant
rehabilitation. Some flow of new construction also is required to prevent

the creation of excessive inflation in rents and costs of existing housing
. .

. to the extent that household growth occurs in cities. The Federal Section

236 program may have to be liberalized to make this possible in high

cost central city areas.

A housing program for outlving areas

It is in the oﬁtlying growth areas of the Nation that the housing programs
created in the Housing Act of 1968 and subsequently could rcalizevthe}r
‘brightest potential. Both the Seation 235 (one percent mortgage) home.
ownership program as well as the Section 236 (on

e percent mortgage) rental
‘. R B
housing program-used in tandem could aid enormously in leavening the
higher-cost conventional housing customarily constructed in growth areas.

This type of ﬁrogramming of moderate income housing (together with some

e ‘e

low-income rent supplement assistance piggy-backed on the rental program)
would permit the entry of moderate-income and lower-income families

into outlying employment growth areas. As a matter of public policy,



-

the Congress could authorize the use of rent supplement housing, in
addition to present eligibility requirements, for potential movers into
areas of new employment growth upon the showing that they (a) were

offered emplovment in the area and (b) fell within eligible income limits.

The problem of local zoning and code restrictions, if not finally dealt
with by the courts, might conceivably be approached by state or federal
legislation as one possible means of dealing with restrictions against

Section 236 and other multi-family housing.

New York State has contributed the Urban Development Corporation, with its
State-wide outlook on the Qistribufion of hou§iné in the direction of new
economic growth. The'Corporatipn, with its.power to override local

codes and zoning, is breaking gew"éroundiin moving toward such a broad

conceptual approach.

Tnus, for the outlying areas of the Nation,.exiéting tools are fully
sufficient to deal with the need for new housing. It remains only a
matter of suffiéiéncy of funding and effective administration to see:

that the funds are propérly térgé%ed to g;owth areas where the encouragemcn
of migration would'be econémiéally fruitful in terms of meeting the

demand for anh;;;;nded labor supply befond that which the area currently

r

can supply.

. -

If the foregoing proposals for meeting the.housing problems of the 1970's
are sound, and are implemented, it will mean that the filtration or
turnover process will be supplemented by measures to make its effects

more constructive than has been the experience of the 1960's.



L VU LLIVCED

-

X/

NN

@ g

< R

N

~

-

Frank S. Kristof, "Federal Housing Policies, Subsidized Producgion,

Filtration and Housing Policy Objectives," IMnd Economics.... .

F.S. Kristof, "Housing Policy Goals and the Turnover of Housing",
Journal of the American Institute of Planners, August 1965,
pPp. 241-242.

J.B. ‘Lansing, C.W. Clifton and J.N. Morgan, New Homes and Poor
People, Survey Research Center, Institute for Social Research,
University of Michigan, Ann Arbor, 1969, p. 49.

Ibid., p. 49. -

Center for Community Change and the Urban League, National Survey
of Housing Abandonment, April 1971, p.6.

Ibid., pp. 27-28. .

Ira S. Lowry, "Housing Assistance for Low-Income Families: A
Fresh Approach”, Papers submitted to Housing Subcommitte, Committee
on Banking and Currency, Housing of Representatives, 92nd Congress

First Session, June 1971, p. 489.The author spells oyt in detail] the
agmln%stratlve requlrements necessary to accomplish the out 1ne
Jectives.

Ibid.

4 e

George Sternlieb, The Urban Housing Dilemma, New York City
Department of Rent and Housing Maintenance, 1970, p. 645.




(TR

3 1293 02645 9952




