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ABSTRACT 

Tens of millions of America's poor are today living in substan

dard, inadequate housing despite the lofty goals of the National Housing 

Act o'f 1968, resulting in social problems which are a national disgrace. 

Federal housing programs have failed due to poor management and the mis

taken belief that these ills could be solved through the private sector. 

Overly prescriptive building codes, unenforceable housing codes, 

exclusionary zoning ordinances, along with regressive property and income 

tax structures have compounded the dilemma. 

To solve America's housing quagmire, systems of direct, no-

interest loans and subsidies to the poor are needed, along with minimal 

bureaucracy and major restructuring of codes, ordinances, and tax struc

tures. Owner-builder housing, homes built or rehabilitated by the owners, 

is a program deserving of careful scrutiny which could contribute much 

toward solving both housing and related social problems for the low- and 

moderate-income segments of our society. 



CHAPTER 1 

INTRODUCTION 

—the establishment, whatever the field it Occu
pies, never objects to what you say, merely your 
opportunity to say it. 

—Mort Sahl, Heartland 

There exists today, in this the most affluent country in the 

world, a low- and moderate-income housing crisis that reaches well be

yond epidemic proportions. Housing, the base of family life, is one of 

the foundations of the American way of life, and as such may in fact be 

the key element upon which the survival of this way of life hinges. 

Most people feel that their living conditions are central to their lives. 

Schorr (1963) reported that a large number of families feel their living 

conditions are poor and unacceptable as compared to accepted norms of the 

non-poor segments of society. Living conditions of the ill-housed are 

objectively deficient as well as deficient in comparison with what they 

know and are able to see of what others have, and what they feel might be 

possible under different societal conditions. This, coupled with the 

feeling that housing services they are able to pay for are not only 

highly unsatisfactory but also overpriced, leads to the poor having a 

sense of .being out of control of their own lives. Is It any wonder the 

sense of impotence about their environment and their lives pervades the 

poor? 

1  
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This feeling of impotence was undoubtedly one of the underlying 

causes of the riots In Watts during the late 1960's and in Detroit and 

Washington, D. C. during the 1970's in spite of the overemphasis of the 

racial overtones widely reported in the various news media at the time. 

Without exception, past government housing programs, presumably 

designed to alleviate poor housing conditions, have failed to effect any 

significant or lasting solutions to the problems. The many millions of 

taxpayer dollars thrown at the housing problem have done little more 

than establish megalithic bureaucracies which have ground down the sup

posed intent of the various housing legislations and have lined the 

pockets of those elements of the private sector engaged in the housing 

industry. The why of this situation is easy to explain. When the poor 

have no say in how they will live, they are much easier to keep power

less, voiceless, and In line. 

One possible, although only partial, solution to the nation's 

housing problems may lie in the concept of self-help or owner-builder 

housing. The potential benefits are many, not the least of which is 

that people participation programs have a tendency to give those in

volved a sense of control, no matter how slight, over their own lives 

and destinies. Once this grass roots awareness of control is aroused, 

people might demand a say in community actions and goal setting, and how 

terrible would it be for the poor to have as much say In a community's— 

or even the nation's—direction and destiny as have the rich and the 

powerful. 
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Housing Is Significant 

Historically, poor housing conditions resulted in a variety of 

diseases, illnesses, accidents, and injury to the occupants thereof. 

Notions of housing needs have revolved, therefore, around the issues of 

health, safety, and the public welfare. Although there have been a few 

individuals who were concerned for the residents themselves, most were 

much more concerned about the threat of fire and pestilence posed to 

"better"-neighborhoods surrounding these slums. Available data showed 

a high relationship between slum dwelling and pathologic disease, nota" 

bly tuberculosis, dysentery, and childhood infections and that these 

could be directly related to poor ventilation and sanitary conditions. 

Hy thfc late 1950 * s, sludies found littls correlation between 

slum dwelling and disease (Wi Iner, Walkley, Pinkerton, arid Tayback, 

1962}. It has, therefore, become more difficult, if not impossible, to 

ascribe convincingly thesa relationships. However, to say housing con

ditions for the-poor no longer present physical'health and safety dan

gers to its inhabitants is misleading, at best. Slum living dsngers 

still include fires and poisoning from faulty heating equipment, poison

ing from ingestfon of lead~based paints, fires from faulty or Inadequate 

wiring, accidents stemming from structural defects, rat bites, and person

al saftsty hazards from inadequate lighting and poor locks. As alarming as 

this may seem, 3 vast majority of the ill-housed do not suffer from such 

conditions. Housing-related pathologies are now being expanded to include 

aspects of social and personal life. These pathologies include juvenile 

delinquency, school performance and drop-out rates, work performance 

and discord in family life (Wilner et al.t 1962). Unfortunately, 
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to make a case for better housing conditions based on social pathology 

is even more difficult. Joining the social pathology of housing condi

tions are those of economy and the organization of our society. The 

problems of employment, education and crime cannot be eliminated only by 

providing good housing, even though good housing can provide a suppor

tive environment for change. Arguments of health, safety, and social 

pathology are, by themselves, not enough upon which to base the need for 

improved housing. 

The Kraft (1966) survey of Harlem reported that regardless of 

other factors, housing was the top priority issue. It must be under

stood that housing conditions must include the physical condition of 

housing, control over living conditions, and the cost of housing re

lated to perceived value and ability to pay that cost. Also included 

are conditions of the neighborhood, social life offered, access to and 

availability of community facilities and employment. Isler (1969) re

ported that there was a shift from exclusive focus on the physical 

dwelling itself to the availability of residential services to the oc

cupant within the home, the neighborhood, and the community in general. 

It should be increasingly clear just why housing is so important to all 

people, and even more to the poor than to the non-poor. The nature of 

the home environment is an important determinant of personal and family 

satisfaction, considering that most people spend more time in the home 

than in any other single environment. The immediate neighborhood also 

contributes to or detracts from these same satisfactions by way of being 

a major factor of social life. The surroundings are a major determinant 

of the extent to which the occupants socialize, with whom they socialize, 
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and the nature and quality of these interactions (Wilner et a!., 1962). 

Housing and the neighborhood tend to be the most accurate indications of 

a person's socioeconomic standing for most people. More than any other 

indication, living in poor housing in poor neighborhoods labels people 

as being at the bottom of the socioeconomic ladder. Location of a per

son's home in relation to services, facilities, and employment criti

cally influence the extent to which they may take advantage of these 

services. 

Housing is the major expense in a family's budget, and especial

ly so for the poor. Therefore the ability to pay for their housing is 

also a distinct issue which becomes increasingly important when housing 

costs rise faster than income level. Housing payment/income ratio is 

the traditional yardstick for housing costs. The figures most frequent

ly put forth as the usual proportion devoted to housing are 20 to 25 

percent of family income. Eaves (1969) reported, however, that while 

this fairly fixed housing expense is the norm, the poor find themselves 

paying 40 percent and more of their Income for housing, sacrificing 

other necessities such as food, clothing, transportation, and medical 

care. This disproportionate expense can be far more injurious to a 

family's welfare than overcrowding or substandard housing, and becomes 

even more onerous for large families, because they can't afford as much 

for housing and yet have need for more space. 

Another key issue among the poor Is the subservience to the 

landlord, the utilities and other necessary services, and a general lack 

of control over their own lives. Landlord-tenant relationships in law, 

for the most part, overwhelmingly favor the landlord and the poor have 
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little control over rent levels, maintenance, repairs, and evictions. 

Failure to pay rent or utility bills on time can result in curtailment 

of services, legal action and the resultant additional costs of moving, 

probably higher rents, court payments, and charges for resumption of 

services—all these in addition to the social costs when life patterns 

are disrupted. 

This wider perspective gives reasons for improving housing con

ditions and providing more and better housing a far greater significance 

and impact than do only those which have, to now, been based only on 

physical safety and social pathology. 

Housing Conditions: Problems of Data Collection 

Reliable descriptions of the exact nature and magnitude of the 

housing problem are at best difficult, if not impossible, and the U. S. 

census data that is available severely understates the problem. Even 

though there have been several interim studies, data is collected so in

frequently that magnitude and trends are difficult to gauge, and ade

quate programs and policies almost impossible to formulate. Suter-

meister, I969, p, 83) reported: 

It is readily apparent that even the most conscientious user of 
Census data . . . would arrive at a total "substandard" housing 
figure which grossly underestimated the number of dwelling units 
having serious housing code violations. To use a total thus 
arrived at as a figure for substandard housing is grossly in
accurate and misleading, because It flies in the face of exten
sive consideration given by health experts, building officials, 
model code drafting organizations, and the local, state, and 
federal court system to what have become over a period of many 
years, the socially, politically, and legally accepted minimum 
standard for housing of human beings in the United States. 
. . . even If public and private efforts eliminate all housing 
which is substandard under most current federal definitions, 
there will still be millions of dwelling units below code stan
dard. 
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Overcrowding, for instance, which is also an aspect of substan

dard housing, has little to do wTth housing quality, but rather the re

lation between unit size and occupant numbers. The Census uses a ratio 

of 1.01 or more persons per room (for major rooms) as the point at which 

people are living in overcrowded conditions, and a ratio of 1.51 or more 

is considered severe overcrowding (U. S. Bureau of the Census, 1967)-

Unfortunately, no account is taken as to the composition of the family--

ages, sex, relationships—or the nature of the dwelling unit itself--

layout, size, and quality of space. So far the best indication of over

crowding has been done by Greenfield and Lewis (1969), who found of all 

housing in the United States and 11.6 percent overcrowding rate in a ran

dom sampling as compared to the Census Bureau's 1.3 percent rate. This 

exceeds the Census' standard by a factor of 9, and shows that our tradi

tional data collection may grossly understate the magnitudes of existing 

housing problems. 

The situation becomes even worse when dealing with the residen

tial environment as opposed to the physical dwelling. Housing policy 

has, of late, recognized the need to include in its concerns the full 

range of residential services (Downs, 1970), but there is still no way 

to evaluate effectively the dwellings' neighborhood environment. Nor is 

there comprehensive information available to assess accurately housing 

needs and gaps. Very convincing evidence that many neighborhoods do not 

provide decent living environments, regardless of the condition of indi

vidual dwellings within the neighborhood, is available from observation 

and informed opinion. 
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Measurement of housing needs and standards has many dimensions 

or facets, including the physical quality of the dwelling unit, over

crowding, housing cost burden, and the quality of the social and physi

cal environments. Severe limitations of standards and measuring 

methodologies lead to a lack of comprehension of the problem. There 

is good reason to believe that our housing problems are far more seri

ous than even our best, most reliable, and realistic sources of infor

mation and estimates of these problems indicate. 
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CHAPTER 2 

HOUSING PROBLEMS: A NATIONAL DISGRACE 

Substandard Housing 

The 1970 Census reported there were 68.6 million housing units 

in the United States, of which 63. A million were occupied (by the 197^ 

Annual Housing Survey, there were 77-6 million units). Of the 5-2 mil

lion vacant housing units, many were for seasonal migrant workers. Of 

the year-round vacant units, many were awaiting occupancy, were used 

only occasionally by the owners, or were otherwise not on the market. 

An available, year-round vacancy rate of 3 - 5 percent in a local hous

ing market usually is considered the minimum necessary to permit mobil

ity, choice, and renewal of the housing supply (Gold and Davidoff, 1968) 

Vacancy rates are meaningful only when considered or broken down into 

counties, metropolitan areas, location within the local markets, cost 

(purchase or rental), size, and availability to the market (Gold and 

Davidoff, 1968). Vacancy rates are also self-limiting in that housing 

production is not geared to absolute demand, but varies with economic 

cycles and governmental housing policies. The production of housing 

ebbs and flows with national and local economic and business cycles and 

is inexorably tied to the costs of money and credit. 

According to the 1970 Census, of the year-round housing units, 

7 percent (4.7 million) lacked adequate plumbing facilities, 8 percent 

(5-2 million) had overcrowding ratios of I.01 or higher, and 2 percent 

11  
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(1.3 million) had ratios higher than 1.5- Of the overcrowded units, is 

percent (0.8 million) had inadequate plumbing facilities. Using only 

these non-overlapping Census criteria of inadequate plumbing and over

crowding (we must use only these, as the 1970 Census did not include 

structural ratings), almost 14 percent (9.1 million) or one out of every 

seven housing units is substandard. Figures for the I960 Census are, re

spectively: 26 percent (15.2 million) inadequate plumbing facilities; 

11.5 percent (6.1 million) overcrowded; and 3.6 percent (1.9 million) 

severely overcrowded. These, compared to the 1970 figures do show an 

improvement. 

In spite of this improvement, a substantial number of our na

tion's people are still living in substandard housing even when these 

inadequate measures are used. 

When we move from these aggregate totals to specific subgroups 

and submarkets and add the additional factor of housing cost, the sce

nario becomes bleak indeed. The rapid rise in the costs of housing can 

be considered the most serious form of deterioration of housing condi

tions. For Instance, median rents rose 66 percent from I960 to 1970, 

while median family income rose only 33 percent and the cost of living 

index rose only 27 percent during the same period, according to a study 

of the Boston area by the Massachusetts Institute of Technology-Harvard 

Joint Center for Urban Studies(Survey Research Program, 1970). These 

figures appear to be the norm for most urban areas. This study showed 

that one in three Boston families paid more than 30 percent of Its in

come for housing, not including utilities. This included nine in ten 

families with incomes of less than $3»000. The 1970 Census revealed 
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that 8.1 million renter-families paid more than 25 percent of their in

come for rent, and 5.2 million paid more than 35 percent. 

Hardest hit by rising housing costs are those on fixed incomes, 

with the elderly in the forefront. Even though a substantial number of 

older persons own their homes mortgage-free, larger proportions of their 

incomes are being taken by skyrocketing property taxes. A 1970 study by 

the U. S. Senate Special Committee on Aging (p. 25) states: 

Millions of older Americans . . . now find themselves in a 
"no-man's land" with regard to housing. Hundreds of thou
sands are being driven from their homes because of prohibitive 
property taxes and maintenance costs. 

The market reality that the poor pay more and get less for their money 

compounds the problem for low-income people, and if they are non-white 

the gap becomes even greater. A 1972 U. S. Department of Housing and 

Urban Development study based on 51 cities (Blacks Pay More for Less) 

revealed that blacks living in low-Income areas of cities paid an aver

age of 20 percent more than whites for the same housing In the same 

areas; that a higher proportion of blacks than whites had to devote an 

inordinate percentage of their incomes to housing (20 percent of blacks 

versus 14 percent of whites paid at least 25 percent of their Incomes for 

housing); and that twice as many blacks as whites live in overcrowded 

conditions. A 1970 study by Grebler, Moore, and Guzman shows similar 

findings for Mexican-Americans when compared to whites. On the whole, 

housing conditions are much worse for blacks than they are for whites. 

For example, the 1970 Census showed that 20 percent of all black fami

lies were overcrowded compared to 8 percent of all families, and 14 per

cent of all black households had either no running water or no hot water 
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compared to 5 percent of all households. The Census also showed that 

only 42 percent of all black families own their own homes compared to 

65 percent of all white families. 

The available information makes It clear that the differences in 

housing conditions between black and white families are not solely due to 

income or larger family size. The differences are instead attributable 

to the inequities of discriminatory housing markets. Simply put, in 

most localities, there exist two separate housing markets at all price 

and rent levels (an open market for whites and a very restricted market 

for non-whites), and this condition is supported by white-majority con

trolled institutions. Freedom of Choice in Housing (Advisory Committee 

to the Department of Housing and Urban Development, 1972, p. 20) states: 

A web of institutional discrimination exists that reduces the 
"effective" supply (of housing), especially for non-white 
minorities. The institutional web, comprised of many Inter
related components, ranges from the services of realtors, mort
gage lenders, government regulations, and administrative and 
political behavior of government officials; to patterns and 
practices related to employment, schools, transportation, and 
commun i ty se rv i ces. 

These, along with racially biased covenants, red lining, and deed re

strictions, illegal though they may be, are still operant today with the 
i 

help of the insurance industry which decides who and what areas are in

surable, and the real estate industry, salesmen, brokers, rental agents, 

and property managers who still play strong roles In deciding who will 

or will not live where in the cities and suburbs. Denton (1967, Apart-

heid American Style) and Helper (1969, Racial Policies and Practices of 

Real Estate Brokers), both point out that this influence or control is 

not used exclusively to maintain apartheid, but that there are great 
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profits to be made in carefully designed racial transformation of neigh

borhoods (blockbusting). 

A 1973 (Birch et al.) study by the MIT-Harvard Joint Center for 

Urban Studies showed that 21 percent of all families (13.1 million house 

holds) lived under at least one form of housing deprivation: physically 

substandard units, overcrowded units, or overly high rent burdens. If 

the above study is widened to include structural defects, homeowners pay 

ing excessively high percentages of their incomes for housing, and fami

lies living in poor neighborhood environments, the figure for those 

needing some form of housing assistance would undoubtedly jump to in

clude well over one-third of all families. Even though there have been 

tens of millions of new houses built in the 19701s (approximately 1.8 to 

2.5 million units per year), most of these are out of the range (price) 

of most of those families living in substandard conditions and will re

main so if major governmental and institutional changes do not take 

place. 

National Housing Goals 

Congress, in the preamble to the 19*»9 Housing Act, put forth as 

the National Housing Goal "a decent home and a suitable living environ

ment for every American family." Ludicrous as it seems, no thought was 

given to how this goal was to be carried out—no plan, no timetable, no 

qualifications, and no standards. Congress reaffirmed the 19^9 goal in 

the 1968 Housing Act, acknowledging that "this goal has not been fully 

realized for many of the nation's lower income families," and through 

whatever process determined that "It can be substantially achieved 
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within the next decade." This was to be accomplished by constructing or 

rehabilitating 26 million housing units, of which 6 million were to be 

for low- and moderate-income groups. The 1968 Housing Act established 

as a target date June 30, 1978 to attain these goals, and made provision 

for annual production goals. Interestingly enough, the only specifics 

mentioned are the number of units and the income range of those who 

would occupy them, with no mention whatever of the "suitable living en

vironment" portion of the goal. 

Unfortunately, even had this goal been attained It would still 

have fallen far short of the need. In the Census category of deteri

orating housing, units were not considered as substandard if they had 

adequate plumbing facilities with no consideration of the overcrowding 

aspects, the environmental problems, or local housing code standards. 

Sutermeister (1969» p. 102) observed: 

When President Johnson signed the Housing Act of 1968, he stated 
that the bill promised the elimination of substandard housing in 
the United States within the next decade, if the old definition 
of substandard is used in attempting to achieve this promise, 
the results will be a mockery to the ghetto residents of our 
nation who will still be living with uncounted millions of hous
ing code violations. 

Beyond this, there was no provision made to subsidize those families 

living in decent housing but paying an inordinate portion of their in

comes for this housing. Even then, not many knowledgeable people in the 

scene felt that the goal was attainable. A member of the National Com

mission on Urban Problems, Anthony Downs C1970, p. 127) observed: 

I do not believe the nation will reach the official housing 
targets by 1980. This conclusion seems to me an inescapable 
result of any thorough and realistic assessment of the true 
probabilities that all of the key actors will behave in the 
ways necessary to carry out (these targets). 
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Time has borne out the fears of these yery knowledgeable and far-

sighted people. Even today we are not even close to achieving the stated 

goals. According to Robert Maffin (Journal of Housing, Feb. 197*0, exec

utive director of the National Association of Housing and Redevelopment 

Officials, where 6 million low-income subsidized housing units were 

called for by the Housing Act of 1968, only one million were available 

by 197^ (p. 57) 

. . . (will) by no means provide adequate resources or programs 
to meet the country's housing and urban needs. Most of the 
H.U.D. appropriations proposed are requested to meet obligations 
already made, housing already built, projects already begun, 
promises already made. Unfortunately, the budget favors defer
ment of present action for promises of future fulfillment. 

Since 1975, rapidly rising interest rates along with an admini

stration moratorium on federal housing programs and followed by policy 

decisions (1968 Housing Act, Sections 235, 236} have all but eliminated 

any possibility of achieving these goals in the foreseeable future. The 

greatest problem to ever achieving the National Housing Goal are the 

soaring costs of housing production, which have risen to the point 

(median price of a new house is $7^,000+) that roughly four-fifths of 

all families can no longer afford to purchase a new home without some 

form of subsidization (Maffin, 1974). Less land, worse locations, poor 

construction quality, smaller spaces, and less amenities are ways the 

home-buildtng industry has responded to the problem of risnng costs and 

therefore the dollar figures given severely understate the impact of the 

problem. Housing production predicated on the ability to pay as the 

solution was based on the "filter-down" theory. This theory is that as 

new housing Is purchased the older albeit decent housing stock will 
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filter down to the low- and moderate-Income families, and that substan

dard housing will be eliminated from the market. 

With regard to this theory, the Committee for Economic Develops 

ment (1973» p. 461 has observed that 

in those programs which benefit moderate and middle income fami
lies most directly, it has been assumed that low-income families 
benefit Indirectly through a "filtering" process in which ade
quate housing vacated by those who benefit directly enters the 
market at prices which low-income families can afford. . . . (Ij.f 
this process is to work, however, It must perform two distinct 
. . . tasks. First, the provision of new housing must start a 
filtering chain that ultimately eliminates . . . the units which 
are the least habitable. In addition, the construction of new 
housing must release livable used housing into markets that will 
In fact make such housing available to the families of the lowest 
Income. ... so that the poor vacate the substandard housing, 
permitting it to go off the market completely, . . . one very 
simple factor militating against the effective operation of hous
ing markets with respect to the "filtering process" is that many 
low-income households do not have enough money to pay market 
rates for adequate housing .... 

In other words, the filtering process just isn't working, not only not 

very well, but not at all. In fact, the problems are rising up through 

the economic ranks. An observation by Herbert Franklin (1969, p. 5) 

"that old, comforting notion that the housing supply will 'filter down1 

Is being replaced by a new understanding; housing problems are filtering 

up." Cost of housing has become a problem for middle-Income families as 

well as for low- and moderate-income families, so much so that 

Cushlng N. Dolbear, In Dissent (1974, p. 39) was forced to observe: 

. . .  i t  s e e m s  c l e a r  t h a t  h o u s i n g  s u b s i d i e s  f o r  h o u s e h o l d s  
with Incomes above $20,000 are at least four times as great 
as houstng subsidies for families with incomes below $3,000. 

Rapidly increasing cost responsibility lies almost exclusively 

with the costs of land, capital, and governmental regulation. Costs of 

construction of a house—labor, materials, etc.—have been increasing at 
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a rate less than the general cost of Uving (.as measured by the Consumer 

Price Index}, and, as a matter of fact, on-site labor costs have dropped 

from 33 percent down to 18 percent (Behman and Codella, 1971). over the 

previous two decades, contrary to public opinion. Land costs during the 

same period, however, have risen 319 percent and continue to rise at a 

rate of 12 - 15 percent or more annually (Smrth, 1971)• Because of this, 

land speculation has become a sacred activity, central to our economic 

system as a hedge against inflation. Unfortunately, reduction of housing 

costs and land speculation are polemic ends, and if land speculation 

keeps on at its present rate, low- and moderate-Income housing may become 

like the dinosaur, a thing of the past, as may middle-Income housing, the 

American Dream. The problem has heretofore been glossed over with vague 

proposals to make more efficient use of land, where the real solution is 

the need for intervention in and curtailment of the land speculation mar

ket, if not total elimination of i.t altogether (albeit cries of "commu

nism" or "restraint of free trade", etc.). 

The ccst of money and credit is the seconH major responsible 

element in the high cost of housing. Construction financing is presently 

ranging from 18 percent to 22 percent, and the fact that a 14 - 15 per

cent mortgage is considered "fairly low", both of which affect the home 

buyer greatly in the form of high monthly payments. The 7 percent, 

20-year mortgage of the early to rotd-igSQ's meant a payback of almost 

two dollars for each one dollar borrowed, bad enough until it Is com

pared to a 14 percent, 30-year mortgage now, which ts a payback of over 

four dollars for each one dollar borrowed. This means that the payback 

for today's $74,000+ median-price house with a 14 percent mortgage is 
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almost one-third of a million dollars (.when a 14 percent mortgage can he 

found!. The President's annual housing reports, in the past, went tnto 

great detail regarding the availability of mortgage money or housing 

credit, but never paid attention to the costs from the homebuyers' point 

of view. 

Prior to 1980, the federal government had taken some steps to 

increase the supply of mortgage money, but has never done anything to 

reduce the prodigious costs of financing. Since 1980, even the govern

ment has not been able to do anything about the availability of mort

gage money, much less the costs of that money, and from the look of 

things, won't be able to do anything about It for a long time to come 

(i f ever). 

Governmental regulation is the third major responsible element 

in the high cost of housing, and includes such things as building code 

standards which in many cases appear to have been written to help the 

sales of suppliers of materials and systems rather than for the benefit 

of the homebuyer, and are far above the standards required for a decent 

home for the low-income market. Federal minimum property standards, 

again, are far above what Is required for a decent home for the low-

income buyer. Building permits, the cost of which is based on an as

sumed square foot cost to build (even when it can be shown that actual 

costs will be far lessl, and in many areas of the country the costs of 

various studies, public hearings, rezontng permits, and delays caused 

by these, are required, even to get started on the building process. 

In many areas, such as In California, these costs can be as high as 

35 percent of the selling price of a house. Actual construction costs, 
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including builder's overhead and profit, seldom are more than 50 percent 

of the sales price and more frequently are 40 percent or less CPazianos, 

1972). 

It Is indeed notable that housing costs are no longer included 

In the Consumer Price Index figures, and from the above discussion It is 

not difficult to discern why; the inflation figures were becoming much 

too unmanageable and frightening when they were included. 

The housing issue Is becoming a major test of our society and 

its economic system. Is the nation able to pay the costs to provide all 

of its people with suitable living environments, and Is the nation will

ing to effect the changes—social, Institutional, and monetary~~neces~ 

sary to accomplish this difficult task? Probably not, but only time will 

tell. 
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CHAPTER 3 

NEW HOUSING 

Response to population pressures and the ability of the nation 

to provide decent housing for all of its citizens depends largely upon 

Its ability to build large numbers of new homes, Thts in turn depends 

on the performance of the housing industry with all of its facets, lend

ing institutions, land acquisition, manufacturers, distributors and sup

pliers, the construction processes, and governmental regulators. The 

role players involved are multitude: architects, engineers, lawyers, 

real estate salespersons and brokers, surveyors, zoning and building 

code officials, developers, contractors and subcontractors, craftsper-

sons and laborers, union officials, industrial workers, managers and 

salespeople of the building supply field, insurance agents, and tax offi 

cials, not to mention the policy makers: local, county, state, regional 

and federal officials; city, state, and federal government law makers; 

bankers and financial specialists. All of these decide the amount, type 

location, and cost of housing, i.e., who gets what, how, and where. Ob

viously, the more of these players that can be circumvented or avoided, 

the lower the cost of housing is apt to be. 

One way to avoid some of these players may be to turn to the in

dustrialization of housing. Mos.t housing In this country is still an on 

site process conducted By sktlled and semi-skilled workers who assemble 

the house piece by piece from an incredibly large number of components, 
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a number of which have been manufactured elsewhere and transported to 

the site. Because of this localized and traditional approach to build

ing, industrialization has not moved very far forward within the indus

try. The major exceptions to this have been the mobile home industry 

and to a much lesser extent, the modular home industry. Yet given the 

extreme complexity and high cost of the conventional production process, 

the introduction of the industrialized house (mass-produced and factory-

built) might result in substantial savings despite the negative connota

tions that now go along wtth these industries at present. 

Local governments have exercised an extraordinary degree of con

trol over the home building process (building codes and standards) and 

the location and type of housing (.zoning codes and restrictions) since 

the advent of codes. Building codes have been presumed to be society's 

attempt to insure the buyer or renter that the product is of good quali

ty and as such have been beneficial. Over time, however, uses of build

ing codes have, In many cases, bastardized their original purposes. 

Although codes still serve the consumer of housing, they have come to 

serve also the self-interests of segments of the housing industry by pro

tecting and even expanding the use of traditional materials and method

ologies while hampering technological Innovation. Minimum standards that 

are too high raise the cost of housing and the overall Interests of the 

consumer are sacrificed to the interests of industry and the exclusionary 

Tnstincts- of an area's present residents. 

Zoning restrictions greatly Inhibit certain types, of housing pro

duction and mainly prevent the low-income families from moving out of 

substandard conditions; this is especially true for racial minorities. 
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Spatial separation of people by race and income is a major factor in the 

deterioration of central cities as well as the deterioration of the na

tion's social fabric by putting better housing conditions, lower taxes, 

better community services, and access to employment in the hands of 

those people who least need these, and taking them away from those people 

with the greatest need. With this cavalier attitude so prevalent on the 

part of the "haves" of society, is the bitterness and anger of the "have 

nots" any wonder? 

Money Problems 

Because of the high cost of housing (the single most expensive 

consumer good for almost any family), the market with few exceptions is 

totally dependent on credit (borrowed capital). Yet despite the enor

mous demand for money by both builders and buyers, capital is allocated 

almost solely so as to maximize profit opportunities with little or no 

regard to social needs. (Many socially minded people and organisations 

have proposed that the home mortgage system be abolished and replaced 

with a system of direct public capital grants to finance the costs of new 

housing and rehabilitation of existing housing.) 

Housing production and buying are held down by the problems of an 

inadequate, tightly controlled money and credit supply and by the in

flated high costs of available housing. Large corporations and the gov

ernment ore the major competitors of the housing market for available 

funds and will pay whatever the cost to borrow these funds. The housing 

market cannot afford to compete on these terms; therefore housfng pro

duction is postponable. Unlike some industries where capital costs have 



little effect on the ultimate consumer cost (.the costs are spread over a 

much larger numher of buyers), high capital costs produce markedly higher 

costs- in the housing industry. As has been amply demonstrated, wfien the 

cost of money rises or the money supply is cut back, the number of hous

ing starts declines rapidly, thereby reducing the available housing stock 

and raising the price of housing which is available. The money supply 

cut backs for housing have little to do with the overall money supply, 

and the housing financial system ceases to function effectively when it 

is most needed, because during inflationary periods when the consumer has 

money to spend on housing, he/she is discouraged by overly high interest 

rates, and during periods of "tight" money when credit is less costly and 

available, the consumer has less money to spend for housing. 

The Federal Housing Administration (FHA) established in 193^, and 

the later addition of the Veterans Administration (VA) in 19^ were both 

brought into existence to insure mortgagors against home loan defaults, 

thereby eliminating the risk of institutions lending money on certain 

classes of homes. T.he premium for this insurance was one-half of one 

percent of the remaining unpaid balance, and along with the establishment 

of minimum property standards, restored mortgagor confidence in home 

loans after the shattering experiences during the 1930-1934 recessionary 

period when institutions had an overwhelming number of loan defaults. 

The FHA also changed the face of the lending picture by converting 5- to 

10-year loans for 50 to 6Q percent of the property value to 30.-* to *iQ-

year loans for 80 to 90 percent of the value (although 20-year loans 

were still more common until the early 1960'sl. The FHA still plays an 

important part in the home financing picture, albeit a lesser one due to 
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the rise of cheaper, more efficient pri.yate mortgage insurance companies 

especially in the middle- to hlgh-i;ncome housing markets. 

The major result of governmental intervention in housing finance 

was to make home ownership possible for the majority of the American pub

lic due to low down payments and long amortization periods (.making possi

ble low monthly payments). Unfortunately, a very undesirable stde effect 

of this was to enhance the position of those who control housing capital. 

Homeowner equity (other than inflationary effects) remains low for many 

years as the first few years of a loan in a period when most of the pay

ment is for interest and increases the vulnerability of the homeowner 

(the lender is the real owner of the property). 

Decent housing is out of reach of a very large segment of the 

nation's families because of excessively high Interest rates and the ab

sence of a large, stable credit supply. The demand for credit to build 

new housing has to compete with the demand for credit to buy existing 

housing. Lenders are reluctant to support a high volume of new housing 

construction for fear that too large a stock of housing would deflate 

the value of that already existing (based In large part on scarcity), 

because they want to protect the value of mortgages they already hold. 

Lenders have devised numerous ways to increase their profits, disguise 

high interest rates and evade interest ceilings on FHA and VA loans be

cause of the generally high demand for credit. The latest and most oner

ous of these is the "due on sale" clause which prevents a former owner 

of a house to pass on a substantially lower interest rate to a new owner 

in spite of the fact that had the original owner kept the house, the In

terest rate would have stayed at the same lower rate for the life of the 
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mortgage and the life of the mortgage Is not increased In the pass-on. 

This, by itself, is enough to eliminate any "filter down" effect whatso

ever. Among other ways Is the practTce of charging discount "points" 

(percentages) as part of the loan, thus reducing the amount actually 

loaned to below the face value of the loan and increasing the effective 

interest rate. The so-called tandem plan introduced by the Department 

of Housing and Urban Development (HUD) in 1971 Is a complex and frighten

ing scheme whereby the Government National Mortgaqe Association (GNMA) 

is committed to buy FHA and VA loans at 95 - 96 percent of the mortgage 

value regardless of prevailing prices in the private sector. The GNMA 

then sells the commitment back to the loan originator or another lender 

at the prevailing price and absorbs the difference out of government 

funds. The tandem plan appears to be a reduction of discount points, but 

actually is a hidden government subsidy, thus keeping real interest rates 

hidden from the public and avoiding confrontation of the basic problem of 

an inadequate money supply for housing. So-called equity participation, 

another hedge against inflation over and above Interest rates, is another 

fairly recent practice to keep real interest rates hidden. One of its 

problems is that it assumes the borrower won't keep the house and most of 

the contracts have a maximum ten-year life, if the owner wants to keep 

the house beyond that period, he must then renegotiate another contract. 

Variable rate, or floating fate, and negotiable rate mortgages (at one 

to three year Intervals,) enable the lenders to Improve their position In 

periods of Inflation by shifting any risk from themselves to the Borrows 

er; as general interest rates go up so do the borrower's interest rates. 

A side effect, albeit a very dangerous one, to the variable rate mortgage 
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beyond the great disadvantage to the borrower, ts that tt drastically 

Increases the power of the lenders hy allowing there to hecome much more 

restrictive In their underwriting policies, particularly In relation to 

the lower-income and especially to the racial minorities who do not have 

the economic mobility to handle future higher Interest rates, thus re

ducing possibilities for home ownership even further. So-called closing 

costs, credit reports, legal fees, surveys, title searches and insurance, 

appraisals, and "origination fees" come to a substantial sum, frequently 

more than the required down payment. They also provide the lending in

stitutions with tidy profits, as well. 

Prerequisite to solving the housing problem is to solve the money 

problem. The present system of free competition for capital funds is one 

of the major blocks to any adequate housing program. During the Nixon 

administration, Congress shelved a proposal by Congressman Wright Patman 

to create a national development bank with capital coming from reserve 

funds of federal banks directed by the Federal Reserve Board, and from 

private pension funds as a quid pro quo for the tax exempt status they 

enjoy. These funds would have been used to make be low-market-rate loans 

to families with lower than median incomes. The major reason this pro

posal was put aside tprobably never to see the light of day again) was 

the howl set up by banking interests of unwarranted interference in the 

free enterprise system. 

For this same reason, any system of direct government loans from 

funds generated by government horrowing or tax revenues has ylrtually 

no chance to succeed,, even though It would be much less expensive, and 

is probably the only method able to generate enough capital for housing 



33 

available at a low enough cost to keep prices within the reach of the 

vast majority of the nation's families. As Michael Stone 0973, p. 423J 

aptly observed: 

The crucial decisions in the housing sectoi—as In most major 
areas of this society—are not made primarily on the basis of 
human needs, tnstead, the Important decisions revolve around 
the flow of investment capital into housing, and these deci
sions of course are made on the basis of opportunities for 
profit. . . . Mortgage-lending institutions are the dominant 
force in the housing sector and contribute directly to the 
existence and maintenance of the housing problem. 

The present system provides for lenders (and middlemen) enormous profits. 

Almost without exception, all the programs and mechanisms devised during 

the last fifty years have been and continue to be designed to support 

the lenders supplying credit instead of to benefit those that need hous

ing. The lender is insured against loss and the borrower who pays the 

premiums is insured against nothing. 

Industrialized Housing—An Answer? 

Success or failure of housing activity, public or private, is 

determined by the housing Industry's organization, labor force, finan

cial resources, and technology, because almost all housing in the 

nation, including that which is government sponsored, Is built by the 

private sector. The majority of home building in the country is a non-

industrialized process and is very localized in nature, with most home 

builders producing less than 50 units per year (.although the larger 

national builders have produced up to 3,000 units, per year).. By far, 

most of the homes i;n the nation are hullt by hrlngtng a wide variety of 

materials and subassemblies to the site, assembling them there as op

posed to a system of the entire home or major elements thereof— 
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Kitchens, bathrooms, service systems, walls or wall panels, and roofs— 

are plant fabrtcated then transported to the site for assembly or instal

lation. Smaller prefabricated subassemblies such as doors, roof trusses, 

plumbing stacks, etc., are fairly widely used and because even a highly 

Industrialtzed housing system would require considerable on-stte work-?-

preparation of the site, foundations, component assembly, and utility 

connections—to complete the house, the distinction cannot be an absolute 

one. The relatively large size and immobility of homes are responsible 

for the on-site construction tradition. Since on-site construction re

quires small capital outlay, most builders tend to be small. The home-

builder in many instances is little more than a broker, hiring subcon

tractors and craftspersons for particular jobs. Crafts union structure 

protects this fractionalized process, and the networks of local building 

and zoning regulations are adapted to foster this localized approach to 

home building. Financing of home construction and purchase of the com

pleted home through local lenders support the localized approach, as 

well. The nature of the homebuildlng product in the past dictated this 

particular style of production, and related practices and regulations 

developed around it now serve to maintain the status quo. 

A comparison to the autc industry may serve to point out some of 

the advantages of an industrialized approach to home building. In 1967, 

for example, over 300,000 companies produced nearly 2,000,000 housing 

units, whereas In the auto Industry only four major corporations pro

duced nearly 8,000,000. cars. The implication here is that all other 

factors aside, industrialization of housing might go a long way toward 
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meeting the nationls housing need more readily than the traditional 

home 5ui1der. 

tndoor, mass-produced, assembly-line processes have several oB-

vtous advantages: delays from inclement weather are avoided, substan

tial savings on building materials can he had through mass buying and 

through direct buying of assemblies and materials from manufacturers 

eliminating dealer profits, greater specialization of labor and the use 

of less skilled workers, and savings in production time leading to more 

efficient use of costly capital thereby reducing the costs of construc

tion financing. 

There are, however, problems In industrialized housing as well. 

Few manufacturers at present produce more than a few hundred units per 

year, and in many instances with no significant cost savings because of 

insufficient scale of operation and failure, inability, or unwillingness 

to use more advanced technologies. In addition, the poor track record 

of most home manufacturers to date, combined with the success of many 

large conventional home builders, has led to a great deal of skepticism 

regarding the potential of Industrialized housing. The aesthetic prob

lem is that most manufactured housing looks manufactured and has a ten

dency to put buyers off and turn them toward more conventional housing. 

Finally, there is the problem of the high cost of Industrialization as 

well as that of transportation of extremely bulky units. 

tn terms of housing costs, standards, and technology, the most 

Important development in industrialized housing and the housing Industry 

is the so-called "mobile" home. The rise of the mobile home has been 

phenomenal, and now amounts to almost one-thtrd the number of 
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conventional homes hut It eyery year. Contrary to popular opinion, the 

mobile home (unlike its ancestor, the trailer] is not intended to Be 

moved frequently; rather its mobility refers to the fact that each of 

these fully equipped, and in most instances furnished, units of up to 60 

feet in length and up to 2b feet in width is moved from the factory to 

the site in no more than two pieces and connected to the utilities. 

These units are relocatable, but only at the risk of severe damage dur--

ing any subsequent move (and sometimes during the initial move). Mobile 

homes are entirely prefabricated and therefore enjoy the benefits of un

interrupted production, higher use of mechanization, and greater use of 

unskilled labor, in addition to these economies, in many locales they 

remain unhampered by the costs and restrictiveness of local codes and 

practices. 

Mobile homes are not free of problems, however; because of a lack 

of restrictive codes governing their manufacture, they tend to be built 

rather shoddily and many, because of their materials and construction 

techniques, tend to be firetraps. The high cost of moving ($2.50 or more 

per mile), which must be done by professionals, negates much of the sav-

savings, especially if they must he moved far. Mobile homes are now eli

gible for the same long-term, conventional loans available for 

conventional housing. Unfortunately, this means that many mobile homes 

may not last for the life of the loan, again due to their shoddy con

struction. Aesthetically, a roobile home looks mohlle Cread temporary), 

no matter what is done to dlsguis.e this. 

Some of the mobile home industry's off-site fabrication tech

niques are clearly praiseworthy and should be considered carefully by 
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the housing industry. On the other hand, markedly tower standards, of 

space, habitabi1ity, and durability that generally characterize mobiIe 

homes are very dis-tarbTng elements of thts kind of housing. 

Building Codes 

The stated purpose of building codes is to insure against the 

development of unsanitary and unhealthy conditions and to protect 

against fire, collapse, and other hazards in new and substantially re

habilitated buildings. The codes represent an exercise of the state 

police power traditionally relegated to local government with local code 

enforcement officials responsible for inspecting and approving plans for 

buildings and renovations, issuing building permits, and inspecting and 

approving the work when completed. 

Lack of uniformity of code provisions from area to area, va

garies of enforcement policies, and the inflexible and archaic nature of 

code provisions have brought building codes under widespread and largely 

justifiable criticism, as they make home building more difficult and much 

more expensive. This lack of uniformity, in the past, was not terribly 

irksome until the growth of and potential for large-scale home builders, 

operatTng over larger areas, made this lack of uniformity costly, and 

greatly reduced opportunities for mass production techniques, particu--

larly in the large megalopoHtan areas of the country. Instead of heing 

able to standardize plans, materials, and buuilding methods, the builders 

must respond to each, locality in which projects are built. Each indi

vidual authority must review and approve the plans and frequently costly 

modifications must 5e made to satisfy local codes. Building codes are 
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all too often administered by tnept, incompetent, and many times corrupt 

local officials. To protect themselves these officials., because of Jack 

of knowledge, are inclined to be rather conservative and often refuse to 

approve a new material or technique which may be far better and cheaper 

than the old "tried and true" method or material. Some lack of unifor

mity is necessary Because of regional variations, of course, regarding 

differences in environmental factors. But there is little reason for 

lack of uniformity in the code within a given region. What Is safe for 

a given area may also be presumed safe for any nearby area. The current 

building code system continues to exist by reason of local autonomy, 

tradition, power of building material manufacturers, and the crafts 

unions, and intentional economic exclusion of low socioeconomic groups 

(higher building standards mean higher priced housing and therefore 

higher income families). Building, housing, and zoning codes can be and 

are used for onerous exclusionary purposes, as for instance, during the 

late 1960's and early 1970's when the exclusionary nature of the codes 

were used to keep communes and other counterculture attempts at building 

alternative life styles out of many areas. 

Model codes of high quality and wide flexibility, along with 

national electric, plumbing, anjd mechanical codes have become major for

ces in the process of unifying building codes. The problems here are 

twofold: first, many localities fall to keep their codes up to date 

with prompt periodic reyis,ions. Tucson, fo.r instance, Is always three 

years out of date with the Uniform Building Code (jJBCl. Second, many 

localities that do use model codes have local officials who interpret 

these codes inconsistently. To be reasonable and effective, model codes 
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also require uniform and competent administration. Building codes in 

general retard reasonable technological innovation and progress in mate

rials and methodologies of building by utilizing specification standards 

(specific permissible materials and procedures) instead of performance 

standards (minimum level of performance for a material or assembly). 

Under specification standards, new materials and methodologies may be 

excluded because they are not specifically mentioned, and to introduce 

any new process requires modifying the code or convincing a series of 

building officials of the material's acceptability. Off-site prefabri-

cation procedures are difficult within a system that relies on on-site 

inspection although some areas have adopted a procedure for in-factory 

i nspections. 

Delays in gaining approval of a material or process are costly, 

not always given, and appeal procedures are generally ineffectual. The 

current building code system is a major roadblock in any move toward 

large-scale production, innovation in materials and techniques, and the 

subsequent cost reductions that could be attained by using them. An ap

proach which might help would be for the federal government to put forth 

a national building code with enough flexibility to allow for regional 

variations. Local governments could be induced to accept the code by 

making its adoption prerequisite to granting various concomitant types 

of federal aid. It is extremely important, however, that any uniform 

code set performance standards at a level necessary for the health and 

safety of building occupants only. Elimination of these types of localism 

would be a giant step toward the achievement of a large-scale, low-cost 

housing program. 
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Zori i rtg 0 rd1 nan ces 

Common law "nuisance doctrine" placing limitations on an owner's 

free use of his property by reason of the deleterious effects such free 

use might have on surrounding propert!es--led to zoning ordinances. Ad

ministered by local governments, enabled by state legislation, zoning 

ordinances are an exercise of state police powers to regulate land use. 

These ordinances regulate how land is to be used, population density, 

building size, landscaping, appearance, signs, and off-street parking. 

In large central cities, zoning ordinances generally have much less im

pact due to use patterns already established. In underdeveloped and un

developed areas, liberalized zoning could permit an increase in the 

overall housing for different groups of users. Zoning ordinances also 

control change, both rate and type, in a given neighborhood to protect 

property values as well as to maintain a sufficient real estate tax base 

to provide necessary services. Extremely valid criticism is leveled at 

zoning ordinances in that they restrict, intentionally, the construction 

of lower-priced and multlfamlly housing In outlying areas (suburbs), and 

by so doing Increase the problem of low- and moderate-Income housing. 

Zoning ordinances and administrative barriers which, following 

trends toward more flexible control, allow local zoning officials appro

val or disapproval on an ad hoc basis, encourage exclusionary policies 

through such devices as large-lot zoning which, with the growing cost of 

land, put the price of housing out of reach of low~ and moderate-income 
t 

families. Multiple dwelling prohibitions which with the increasing cost 

of single family homes, price housing out of reach of those who need It, 

House size requirements which, despite the invalid arguments (but upheld 
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by the courts) that such regulations are In the interest of puhllc 

health and safety, are motivated solely by economic and soctal reasons 

and again put housing out of reach of those who need tt. Subdivision 

regulations requiring one and one-half to two parking spaces per dwell

ing (many low-income families do not own even one car) also increase 

the needed lot size and therefore the cost. In these ways zoning ordi

nances which are primarily to enhance and protect a municipal tax base 

are also used in residential areas to keep out so-called "Incompatible 

uses"—not only factories (reasonable exclusions), but low- and 

moderate-income families and racial minorities (unreasonable exclusions) 

as well. Words such as "incompatible" and "undesirable" must be recog

nized as referring to people, income levels, social classes, and racial 

groups primarily, and to structures and uses thereof only secondarily. 

Even though there exist federal recommendations to withhold all 

federal aid from communities unless they have programs to expand the sup

ply of low- and moderate-income housing, little has been done because of 

the reluctance of federal agencies and the courts to impose on Middle 

America on behalf of Lower America. 

There is no cheap or easy way out of the nation's housing prob

lems as an examination of the trends and potential of the home building 

industry will show. Production methodology and materials technology 

advances will not reduce the costs of providing decent housing to all 

Americans markedly .unless, major changes In the various Institutions 

Involved are made at the same time. Realistically, these changes in 

the public and private sectors In order to expand production and reduce 
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housing prices drastically appear, within the present value system, to 

be both economically Infeasible and politically untenable. 
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CHAPTER A 

EXISTING HOUSING 

If all Americans are to be provided with decent housing in any 

kind of reasonable time frame, a much closer look must be taken at the 

tens of millions of existing units. New housing production accounts for 

only about a 2 percent addition to the total housing stock Tn any given 

year. Therefore rehabilitation, maintenance, and renewal of the exist

ing housing stock must become a prime concern for public housing policy. 

The 1970 Census abandoned structural ratings for housing, so 

there is no reliable figure for how many units are in need of repair, 

although in the i960 Census there were over 15 million units either 

structurally unsound or with substandard plumbing facilities. With 

urban renewal programs and Model Cities Community Block Grants, the total 

number of substandard units must be declining. Yet in the inner cities 

of major urban areas, housing conditions and environments have been de

teriorating markedly in recent years. This tends to be especially true 

for absentee-owner rental units where the conflict between profit mo

tives of the owners and the capacity of lower-income renters has proved 

detrimental to all concerned. Substantial portions of the existing 

housing In the Inner cities stock Is old and has been neglected for so 

long that much of it is beyond salvage, This, at the s,ame time when 

municipalities have been so hard hit financially that they have had to 

lower service levels while property taxes, insurance, and utilities are 
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on the Increase, rapidly. Results of this are failure to maintain, much 

less improve, existing structures; purchaser and lending institution 

withdrawal from this market; rent collection problems; turnover; vandal

ism; rising costs of ownership; and complaints of low profits by owners. 

Rents, however, remain high, primarily because of high costs of financ

ing these properties. 

Financing costs climb higher as few lending institutions are 

willing to give financing for these areas, a process known as "redlining". 

Redlining is now illegal due to the Community Reinvestment Act, whereby 

a lending institution must reinvest a percentage of its assets within the 

community in which it does business; yet it still goes on, spearheaded 

now by the insurance companies who won't insure these properties and as 

a result the lending institution can't, or won't, finance them. When 

banks are willing, or forced, to invest in these "blighted" areas, they 

do so in the form of short-term, very high interest rate loans. These 

areas then become even more blighted due to a lack of housing Investment 

funds. Usually, when an owner sells he must take back a mortgage on his 

property because there are few, if any, other methods of financing the 

sale. Ronald Kessler (1971) explained that second and third mortgages 

are not uncommon ways of minimizing cash equity the buyer must put up, 

and families that purchase homes in these areas are frequently forced to 

accept "installment purchase contracts" or "land investment contracts" 

instead of mortgages. A mortgage vests title with the purchaser upon 

execution of the sale; installment contracts vest title with the seller 

or lender until the loan Is fully repaid, meaning that any payment de

fault results in the extremely regressive situation of the buyer losing 
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everything rather than retaining any equity that may have built up. 

Sharply inflated debt service is the result of this complex and shaky 

finance, structure. Johnson (1970) argues that even though the actual 

value of real estate (structures) declines with age, the real estate in

dustry accrues large, unearned, speculative profits due to inflated rents 

and the scarcity-created market prices produced by the housing shortage. 

Investments in existing buildings which create no new wealth are nothing 

more than speculation on inflated rents which tenants are forced to pay. 

When there is no profit to be made or costs approach income, owners in 

many instances simply walk away from the property, leading to the wide

spread abandonment of often basically sound structures in many large 

ci ties. 

Abandonment, frequently, is the end of a road of quick profit-

taking ("milking") on a building. Another source of profit on these 

buildings is in the form of a tax loss, generally taken by investment syn

dicates or others looking for ways to shelter income. This phenomenon of 

abandonment is an indicator of the deep problems of inner-city housing. 

Usually within days of abandonment, the buildings are vandalized and be

come fire traps, quickly spreading through a block or a neighborhood. 

Cities must have the funds and the power to take control of these proper

ties through the housing authority to prevent this decay. Franklin (1971) 

proposed a federal land bank to acquire these properties before they are 

abandoned. The buildings could then be given to lower-income families who 

would agree to rehabilitate them within a prescribed time limit (usually 

three to five years), an approach called "urban homestead!ng", introduced 

in Baltimore, Maryland. The problem with this approach as with others Is 
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that It has little likelihood of success without the availability of no-

or low-interest rehabilitation loans and a hlockwide or neighborhoodwide 

approach. 

Another factor In the problem of poor building maintenance Is In 

the .effects of the income tax system on rental property investors. Rapid 

depreciation and the tax shelter it creates are sources of high profit

ability in real estate and encourage rapid turnover of property. Richard 

Slitor (1968, p. 3) observed that the federal income tax structure 

. . . creates a tax environment In which frequent turnover or 
large Investment and business real estate is a normal Investor 

.adjustment to interrelated tax depreciation and financial le
verage considerations, thus operating to Increase stability of 
property tenure. . . . The old-fashioned motives of careful 
stewardship, conservation, and rational long-range management 
of investment are apparently subordinated In the tax shelter 
operation which often characterizes multi-unit rental housing 
development .... 

These, and other operant forces, are preventing the "filter-down" 

process for lower-income groups to improve their housing from working. 

New construction for upper- and middle-Income families sets off a "chain 

of moves" (Lansing, Clifton, and Morgan, 19695 that generally results In 

an upgrading of housing standards but the process Is rife with impedi

ments. Problems such as high costs of financing, taxes, and maintenance 

prevent rents and prices in housing formerly occupied hy higher-income 

families from falling far enough to come within the range of lower-

income families, especially during periods of housing shortages. As 

bousing does filter down, expenditures for maintenance drop radically, 

causing the quality of the housing to deteriorate sharply, often to a 

level below code standards, which is another cause of the shortage of 
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housing and the political and economic Impotence experienced by the poor. 

Normal market forces as they exist simply don't, won't, and can*t provide 

decent housing for lower-Income groups. Therefore, specific strategies 

are needed to rehabilitate and maintain the existing older housing stock, 

as well as to produce new housing. 

Rental property owners essentially seek to maximize their prof

its rather than provide decent living conditions, and because of this 

government must enforce housing standards. Without the tools to enable 

building owners to meet these standards, any enforcement apparatus is at 

best self-defeating. The legal and economic realities between those who 

own and control property and those who consume this property must be put 

into balance, and government must act so as to effect changes in the 

laws and market controls to reach this balance. Finally, the factors 

(external) that affect housing costs and conditions — i.e., the property 

tax system supporting local government—has to be reformed. 

Housing Codes 

The purpose of housing codes is to regulate the occupancy condi

tions of residential units by setting standards for the physical con

dition, maintenance, and density of occupancy. Most housing codes are 

the result of the Workable Program requirements from HUD in 1954, which 

mandated that municipalities, receiving federal housing and community de

velopment assistance take steps., locally, to meet thel.r housing needs. 

By 19.65, a Public Health Serylce sxiryey showed that 58 percent of the 

nation's population still lived in areas not covered by any housing code. 

Housing Codes set standards which, are much h.igher than the condi-

tlons of the housing stock that is old and deteriorating. Provisions of 
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the housing code say that such units must be brought up to the defined 

standards even when the units were built before the regulation to stan

dards lower than the code now mandates as minimum levels of habitaBi1ity. 

When compared to the building code, housing code standards are minimal 

because their purpose is solely to prevent deterioration below the de

fined standards. Unfortunately, with the present economic and political 

realities that are part of the context, code enforcement tends to leave 

older units and their occupants in substandard conditions. Code en

forcement is for the most part an effort to delay further governmental 

regulation. 

Housing code enforcement is fraught with problems and defects. 

Many codes are of poor quality and many acceptable codes contain inade

quate enforcement provisions and when the enforcement provisions are 

substantive, administrative process are defective. In many instances, 

more than one code Is applicable to a circumstance with more than one 

agency responsible for administration (a very common occurrence). The 

usual result is lack of communication, coordination, and generally inef

ficient and costly operations. Under these conditions, code enforcement 

depends heavily on resident complaints, but the bureaucratic maze through 

which the complaints must go present an effective barrier to sound and 

efficient operation and administration. For Instance, a tenant may have 

to call one agency If they have no water, another If they have no hot 

water, and a third if they have leaky pipes., which was the case in New 

York City not too many years ago. 

Response to individual complaints, a method .used by many code 

agencies, is an Inefficient and inadequate method of code enforcement. 
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Tenants may fall to Initiate complaints for fear of landlord retaliation, 

Ignorance of the law, difficulties In dealing with uncaring or unsympa

thetic agency staff members, or perceived difficulties In securing en

forcement, and systematic area enforcement is costly with few localities 

willing to undertake the expense. To add to the problem, most code agen

cies are understaffed, poorly paid, and poorly trained and equipped for 

thei r jobs. 

Problems of code enforcement are immense, even when all code pro

visions are good and the staff adequate and competent, because the courts 

(a necessary part of code provisions) are of little help in the enforce

ment process and may, in fact, block the process as Carlson, Landfleld, 

and Loken (1965, p. 830) observed: . . when present judicial remedies 

are surveyed, one is impressed by the degree to which the judicial pro

cess hinders adequate code enforcement. The courts seem unable to 

process violations efficiently." Housing code violations are usually 

not taken as seriously as other types of cases by judges who, for the 

most part, have insufficient or no background in housing and building to 

make sound judgments. Involvement of lawyers and judges (and for that 

matter, most professional groups) in real estate dealings, a very lucra

tive area to be sure, also leaves them s.uspect and may be another reason 

for lax judicial processes. Some cities have set up special housing 

courts so judges can acquire expertise and b.ulld up Interest In housing, 

operating in a framework unadulterated by more serious, and dramatic 

crimes, thereby expediting housing judicial processes. In the case of 

substandard living conditions, justice delayed is justice denied, and 

delays and delaying tactics by landlords are common in the courts. 



Judicial enforcement frequently fails to uphold rulings by city inspec-

tion authorities, jail sentences are seldom imposed although a number of 

codes provide for them, and the effects of this lack of judicial support 

for the entire enforcement process are very clear. Urban Planning Aid 

(1973) noted: 

Inspectors become demoralized because they have seen deplorable 
conditions and carried their duties out as charged under law, 
only to watch violators go unpunished. Landlords, perceiving 
that the courts wi 11 not deal harshly with them, are wi 11 ing 
to disobey the inspector's notice to abate violations. 

The futility of most local housing code enforcement programs is 

a direct result of failure to recognize the realities of the housing 

market for low-income families. If there is a shortage of decent, low-

rent housing, the tenants have 1 imited income resources, and the owners 

have little cash equity in the building, code enforcement may be a 

double-edged sword easily capable of hurting those it is supposed to 

help. Since the purpose of enforcement is to cajole or coerce the owner 

to bring the property up to code compliance, to proceed to enforce the 

code oblivious of the owner's motivations and economic capabilities is 

to risk possible abandonment of the property by the owner rather than to 

comply. This is already happening on a large scale in major cities. 

The problem is that very few municipalities are willing, even if able, 

to assume responsibility for removing code violations, managing or dis-

posing of these properties abandoned by their owners. The result is 

that the properties fall into steadily worsening states of disrepair 

until the tenants themselves must vacate, which in turn has led to a 

''hands-off" po 1 icy regarding code enforcement. It bo i 1 s down to this: 

if there are low or no vacancies, code enforcement authorities have no 
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than no shelter at all. 

The supply of low-rent housing is very precarious and is easfly 

reduced through demolition, abandonment, and rent hikes necessitating 

moves by tenants to ever more substandard quarters or added costs that 

a family can't afford without robbing the budget of other necessities. 

Families who are displaced under federally aided code enforcement pro

grams are entitled to federally funded relocation assistance. Unfortu

nately, such aid is not available to families displaced by local code 

enforcement activity which is by far the most common type. Code en

forcement commonly leads to rent increases because owners will pass on 

these costs whenever possible. Tenants in blighted buildings are not 

likely to favor code enforcement if it means rent hikes they can't af

ford, even though they would like to live In better housing. A system 

such as this forces tenants to pay for past neglect and is plainly not 

feas i ble. 

The few instances where code enforcement has been successful 

have been in areas where serious violations were* not dominant, owners 

had the financial capabilities to effect needed repairs, tenants were 

willing and able to absorb the additional costs, and in neighborhoods 

where the deteriorating properties existed among sound buildings. In 

cases of wholesale blight, there are s.trong disincentives for any In--

dividual owner to improve the property unless he can get the other 

owners to do the same, whfch ts highly unlikely. Where tenants cannot 

afford rent increases, improving the property leads to conversion of 

an area to a htgher-income group, a process known as "gentrification". 
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Local governments' legal requirement that all housing meet mini-

mum standards must be accompanied by a reciprocal government guarantee 

that owners and residents of substandard housing wtll be able to meet the 

cost5 incurred by enforcing the standards. Code enforcement Is no magic 

wand to cure blight, but must work In tandem wi;th no- or low-Interest 

loans and outright grants to financially weak owners, rent controls on 

properties thus improved, rent subsidization to low-income tenants, full 

relocation aid where displacement is unavoidable, accompanted by the 

necessary changes in the judicial, management, ownership, and financial 

systems, all a part of a comprehensive program of housing rehabilitation. 

Rehabi1i tat ion 

Logically, a strategy to rehabilitate existing structures rather 

than build new ones is very compelling for a number of reasons. It Is 

cheaper and faster to salvage the good parts and repair the bad than it 

is to demolish existing and build anew; preserving the historic back

ground and character of an area is worth considering; displacement and 

relocation problems can be avoided; a sense of neighborhood and community 

can be sustained; and living in rehabilitated housing is both socially 

and psychologically preferable to living in new low-income housing proj

ects which serve to identify and isolate low-tncome residents. 

As attractive and compelling as this theory ts, its application 

has fatled with, great frequency. The final report of the IJ. S. Presi

dent's Committee on JUrhan Hous.tng, A Decent Home 0&68, p. 108). states: 

A thorough-going rehabilitation effort may he more complicated 
and more ttme-consuming than new construction. Rehabilitation 
rarely lends Itself to highly sophisticated management tech
niques. Few Jobs can be planned beforehand In a central office. 
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Decisions on what should be done will often depend on what is 
discovered when the walls are stripped. The rehabilitation 
work itself must be postponed until after the expiration of 
existing tenant leases, the relocation of tenants, and the 
gutting of the existing structure. Financing arrangements 
are likely to be even more complicated than for new construc
tion. The uncertainty inherent in rehabilitation work means 
that supply of materials and labor is hard to schedule. Un
certainty forces contractors to raise their bids in case the 
worst possible conditions exist. Construction operations are 
likely to be slow and painstaking because many materials have 
to be custom-cut to fit the existing structural frame. Since 
many ad hoc decisions must be made, and because the cutting 
and assembly work is often more exacting than it is in new 
construction, both laborers and their supervisors must be 
especially ski 1 led. 

Rehabilitation rarely provides opportunities for significant 
economies of scale. Virtually every rehabilitation job is 
unique. Few structures have similar designs. If two struc
tures were identical when originally built, they are likely 
to have been altered since. If still identical in design, it 
is unlikely that they have deteriorated in.exactly the same 
manner, and thus are likely to call for different types of 
rehabilitation work. . . . The fact that ownership of the 
slums tends to be highly atomized greatly inhibits the emer
gence of any substantial changes. 

When the rehabilitation is completed, basic environmental stan

dards may still be below the required minimum standards because the 

original construction was substandard (inadequate light and ventilation, 

rooms too small that no amount of renovation can overcome). In a tight 

market, slum buildings can be very profitable and therefore the cost of 

acquiring properties for rehabilitation can be very expensive. Rehabil

itation may still displace residents if they must move out for long 

periods during renovation, or if the rent increase that results is more 

than they can afford. 

The above indicates not only that rehabilitation is, at best, 

difficult, but also that government aids and controls are required for 

successful rehabilitation of low- and moderate-income housing. There 
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have been several federal aid programs designed to facilitate reha&ilW 

tat ion of this type: Section 312 of the 19.64 Housing Act was a program 

of direct 3 percent loans which permitted owners, to refinance their ex

isting mortgages (tinder certain conditions! In addition to rehabilita

tion; Section 115 of the 1965 Housing Act was a program of direct grants, 

and Sections 235 and 236 of the 1968 Bousing Act were interest-rate sub

sidy programs. Unfortunately these programs have been all but eliminated 

in the Intervening years. 

A major federal incentive for rehabilitation through the income 

tax system was provided in the 1969 Tax Reform Act. Owners of low- and 

moderate-income rental housing who expended a minimum of $3,000 per unit 

for rehabilitation could depreciate the entire expense, up to a maximum 

of $15,000, over a five-year period. The rapid depreciation rate de

signed to encourage rehabilitation by providing high-income investors 

with enormous benefits is described in Analysis of the Tax Shelter 

(Frosh, Lane, and Edson, 1971, p- 18): 

. . .  T o  i l l u s t r a t e ,  a s s u m e  t h a t  t h e  d e p r e c i a b l e  r e h a b i l i t a t i o n  
expenditures of a project total $500,000 of which 90 percent or 
$450,000 is supplied through an FHA-insured mortgage loan and 
$50,000 is paid by the owner in cash. During each of the first 
five years that the project Is rented to low- and moderate-
income families, the owner may claim $100,000 in tax deductions 
for depreciation. If the owner is in the 60 percent tax bracket, 
he will save in the first year (and, of course, in each succeed
ing year! $60,000 In federal income taxes. Thus, I.n five years, 
he will recoup through tax savings a total of $300,000, all for 
a cash, outlay of $50,000, which has been recoyered within a year. 

This., of course, is in addition to the deduction of the yearly interest 

on the $450,000 FHA loan. The effect of this program has bieen extremely 

diluted by the Reagan Administration's accelerated depreciation allow

ances for any business-related purchase. 
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A key form of assistance for rehabilitation In certain munici

palities Is the exemption of certain types of improvements and repairs 

from any increase In the assessed value of the building, which amounts 

to a substantial subsidy. Cities can and have established rehabilita

tion loan funds, as well. San Francisco and other cities, as a response 

to the demise of the Section 312 program, devised a program whereby 

banks lend money directly to the city which shelters the bank's interest 

from federal income tax and results in considerably lower interest rates. 

The city, in turn, lends the money at these lower interest rates to 

property owners undertaking housing rehabilitation. 

On the whole, however, government assistance for rehabilitation 

is of fairly inconsequential impact and most federal and state programs 

stress new construction. Experience with government aids for rehabili

tation makes it seem that any long-term rehabilitation policy, to be 

successful, would have to contain at least these elements: (1) basic 

suitability criteria for housing to be rehabilitated; (2) short-term 

needs for better (not necessarily totally satisfactory) housing; (3) 

very large expenditures of public funds (subsidies, grants, no- or low-

interest loans, etc.); (4) rent increase controls; (5) developer con

trols to insure high-quality work; (6) neighborhood or community-directed 

(controlled) large scale approach to rehabilitation; (7) adequate provi

sion for insurance coverage;' (8) major public investment for general 

Hhe Fair Access to Insurance Requirements (FAIR) in the 1968 Housing 
Act provides some relief to "redlining" but defects have been huge; 
rates frequently double those charged in the voluntary market for 
similar risks, illegal cancellations, unwarranted fees and charges, 
short-term and Inadequate coverage, and failure of the companies to 
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environmental improvement (physical environment and municipal services); 

(9) temporary relocation programs (during the rehabilitation process); 

(10} a pool of rehabilitation specialists, craftspeople, and entrepre

neurs; (11) administrators and staff personnel sympathetic to and under

standing of the problems of the poor; (12) access to and input into the 

decision-making processes by those residents affected. 

Residents of blighted inner cities could be provided with the 

option of remaining in urban areas under decent conditions by a compre

hensive rehabilitation program such as this. If carried out with paral

lel options for movement into outlying urban and suburban areas, it would 

avoid becoming a containment policy for the poor and racial minorities 

and would maximize options for all residents and fill the need for new 

housing in many diverse locations, which is as great as the need for com

prehensive housing rehabilitation programs. 

Rent Control 

A discussion of controlling rents needs to start with some men

tion of 1andlord-tenant relations. Since this relationship is markedly 

one-sided in favor of the property owner, especially for low- and 

moderate-income families, there are many strains inherent in the situation 

inform the public of the plan's availability. George K. Bernstein, 
Federal Insurance Commissioner (U. S. Dept. of Housing and Urban Develop
ment, 1972, cover letter to the "Report on FAIR Plan Operations, 1971"): 
wrote: "There is little indication that the Plans are adequately striving 
for improvement or that they yet recognize the validity of many of the 
criticisms they receive . . . Bernstein's recommendation was that all 
carriers licensed to do business in a state be required to write all in
surable applicants at the same rate, with high risk policies reinsured by 
a mandatory pool which represents a return to the original insurance con
cept of spreading the risk. 
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owing to the landlord's superior economic position and the state of the 

law in general, although the situation has been changing somewhat over 

the years. Conflict between the landlord's profit motive and the ten

ant's basic needs, desires, and rights to decent housing is the natural 

starting point for this discussion. 

Acute shortages of decent low-rent housing, and the even shorter 

supply available to non-white, large, and welfare families have created 

a situation of extreme inequity. Landlords feel little push to maintain 

satisfactory conditions (from the tenant's point of view) and the tenant 

has little recourse except the "freedom" to move to another unit where 

the same imbalance probably holds true. Rents frequently bear little or 

no relationship to the quality or quantity of the housing offered. Low-

income and racial minority families often pay more per square foot of 

living space, with fewer amenities, than do middle-income families, who 

have much greater choice and bargaining power. Low-income tenants who 

complain too much often have their rents raised or are evicted, despite 

statutory protection against this retaliation in most states (motivation 

is legally very hard to prove). Landlords are not compelled to give 

leases, and very few lcw-Income residents have them, which means that 

rents can be raised or the family evicted with thirty days' notice. 

When leases are extant, they offer little except for provisions against 

rent increases and are therefore very one-sided, and in many cases most 

of the tenant's rights are waived (illegal), leading to feelings of ex

treme impotence on the part of the tenant. This lack of real economic 

and legal restraint is a aource of great bitterness and frustration among 
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slum residents, aside from the poor housing conditions this situation 

produces. 

Unfortunately, the law, which is based on conveyance of an Inter

est in property was primarily for agricultural purposes, Is of medieval 

origin and serves to back up the landlord's economic advantage. Eco

nomic pressures of the market are not adequate to develop a clear set of 

obligations for the landlord, although the system is extremely well-

functioning to enforce the obligations of the tenant. Tenants' Rights: 

Legal Tools for Better Housing (a U. S. Department of Housing and Urban 

Development, U. S. Department of Justice, and Office of Economic Oppor

tunity report, 1967, p. 7) states: 

The traditional legal interpretation of the tenant's obligation 
to pay rent as independent of the landlord's obligations means 
that no matter how badly the landlord fails in his obligations 
to the tenant, the tenant must continue to pay his full rent to 
the landlord on time, or be evicted. 

In some states a considerable bond must be posted in order to appeal an 

eviction, deterring the poor from pressing such challenges. Many con

straints surround the tenant's power to enforce the landlord's half of 

the bargain through housing codes, administrative, and judicial proceed

ings. Housing code obligations on the landlord are to a governmental 

body and must be enforced by local officials, and a tenant has no rights 

from these codes that he can enforce himself. Among remedies available 

to tenants are rent withholding (legalized rent strikes) and rent re

ceivership, but these are not universal In all states and for the most 

part are not available to the poor for reasons stated before. Of those 

states that have such statutes, most require that the code violations be 

serious, not be tenant caused, and that the tenant not be behind in the 



62 

rent and are drafted so as to discourage widespread use. Lack of wide

spread knowledge of the existence of these laws, reluctance of tenants 

to go to court, and the lack of legal help have held down the number of 

rent protests, as well. 

Changes in landlord-tenant law have been occurring, albeit very 

slowly. One of the most promising approaches is based on the legal the

ory that a landlord renting out a property implies a warranty that the 

unit is fit for habitation. A second approach, based on torts and damage 

suits, is that a landlord may be liable for physical, emotional, and psy

chological damages attributable to slum living, and a third approach in

volves creating a uniform base, by statute, that assigns obligations 

equitably between landlord and tenant. 

The Impact of such approaches Is still very limited and the basic 

problems of economic and political conditions are seldom changed via law

suits. Another approach with perhaps more clout is the formation of ten

ant associations or unions. Unions put the tenants in much better 

negotiating positions than is possible for a single tenant, utilizing 

such common tactics as picketing and collective bargaining. The major 

purposes of such unions are to get landlords to make needed repairs, and 

to obtain more equitable leases and regulate rents. Tenant unions may 

eventually have the effect of eliminating absentee ownership, because 

many owners may choose to sell or abandon properties so organized rather 

than deal with them. 

The high profits to be garnered from slum properties have de

pended on collusion between landlord and city agencies by which, in re

turn for non-enforcement of code provisions, the landlord takes the blame 
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for slum conditions and the city is able to avoid the political ire of 

the slum dwellers. Piven and Cloward (1967) advocated that slum tenants 

go on an illegal rent strike and pocket the rents rather than depositing 

them with the courts. The landlords would then presumably be forced 

economically to abandon their buildings and the city government would 

come into possession of those buildings but be constrained politically 

from evicting such large numbers of low-income families. The city would 

then be compelled to effect repairs to avoid becoming a slumlord itself. 

Another form of tenant action, and by far the most radical, Is moving 

into vacant structures and taking "adverse possession" of these buildings. 

This directly challenges notions of legality and private property, as

serting the primacy of human needs, which is a statement the system won't 

give and therefore needy people must take. 

The critical defect In the process of obtaining and maintaining 

decent housing for the poor is the inordinately weak position of tenants 

in the housing system. Evolving tenant power can have an incredible 

impact on all aspects of the housing problem, working profound changes 

not only in landlord-tenant relations, but in the entire system (local 

and national) of housing priorities. 

One concept to curtail economic abuses of tenants by landlords 

is one of controlling rents by ordinance or statute. New York City has 

been the leader in this movement for decades, and the federal government 

entered the picture in a small way in late 1971 when the Nixon Adminis

tration froze rents for 90 days nationwide and then subjected them to 

guidelines and controls for more than a year, as a part of Phase II of 

its economic program. Many cities now have rent grievance boards and 
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and voluntary landlord controls which can be a first step toward rent 

control. 

The basic function of rent control is to set administratively 

maximum allowable rents and not to let them be market controlled. Evic

tion, building conversion, and demolition are usually part of the con

trol as these are common steps landlords will use to try to avoid 

controls, diluting the protections afforded the housing consumer. Po

litical and academic battles over rent control rage around immediate 

and long-range effects on the housing market and the political and eco

nomic philosophies it embodies. 

Probably the most extreme idea, and one with considerable merit 

that should be looked Into very closely is that of Lawrence Frank (1963), 

which was a proposal to regulate the entire current and future stock of 

rental housing In the manner of a public utility, with rents set by a 

public body, and includes a fund created by depreciation allowances to 

maintain and eventually replace obsolete buildings. The theory here is 

that rental housing is, In fact, a utility and that all utilities should 

be in the public, not the private domain* 

Some categories of housing are usually exempted from controls, 

presumably to avoid negative effects on the housing market and to avoid 

possible political opposition. Housing constructed after passage of 

regulation so as not to discourage new construction, upper-income high-

rent housing, government subsidized housing and institutional accommo

dations, and rental units in small owner-occupied structures as owner 

occupants are presumed less avaricious than absentee landlords, are 
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among the most common exemptions from rent control. Rent levels may be 

set as of the day of passage or rolled back to some previous level, or 

they may be set by a process, having to do with maximum allowable profit, 

based on actual cost and revenue figures. Rent levels, adjustments, ap

peals, and ongoing supervision are usually handled by a complex adminis

trative network. 

Arguments for and against rent control are strong and backed by 

large numbers of people and a certain amount of hard data. The case 

against control rests more on the fact that rent control is an ineffi

cient and inequitable form of intervention in the housing market than 

on denial that a serious housing problem exists. Where rent controls 

do not cover the entire rental market (the case In most instances, both 

existing and proposed), controlled and uncontrolled housing is created. 

The controlled stock aids all occupants of the housing regardless of 

their need for help, and those occupants of uncontrolled housing are de

nied any assistance. If demand for housing increases faster than the 

supply, which has been the case for some time, rents in the uncontrolled 

stock can be expected to rise higher than had there been no controls at 

all and low- and moderate-income families living in this stock would be 

damaged. Setting rent levels as of some arbitrary date would reward 

landlords who had been rent gougers, and would penalize more humane land

lords for having charged fair rents. Achtenberg (1973, P- ^3^) observed 

that "rent control arbitrarily taxes owners of controlled housing and 

tenants of noncontrolled housing, to benefit owners of noncontrolled 

units and tenants in the controlled stock." The argument is also made 

that landlords making marginal or no profit (other than tax benefits) 



would be forced to abandon their buildings, that maintenance would be 

Impossible, that important tax revenues would be lost to the city, that 

new construction would be discouraged, that considerable corruption in 

the enforcement of the law would result in a housing "black market", 

that It would create Inefficient allocation of space since people will 

stay where they are—in the controlled housing—whether they have too 

much space (after children leave home) or not enough space, that admin

istration would be costly and inefficient, and that it would increase 

tensions between landlord and tenant. Also, the philosophical question 

of whether one segment of an essentially free-market economy should be 

singled out for price controls is raised. 

The case for rent controls rests not on a denial of the defects 

above, but on the claim that these defects are shortcomings of the hous

ing market in general not caused by controls, and that alternatives such 

as major low-rent programs are politically unfeasible, as would seem to 

be the case presently with huge cuts in government social spending. The 

proponents of rent control maintain that in periods of severe housing 

shortage government Intervention is desirable to protect the interests 

of the poor and those on fixed incomes. Rent control doesn't encourage 

good maintenance, but as noted, neither does the present free market sys 

tem; and indeed rent control may be a strong tool to Insure compliance 

with housing codes by having power to lower rents until hazards are re

moved. Landlord profits, both operating and income tax benefits, seem 

to be sufficiently high, as demonstrated by the fact that investors con

tinue to buy, own, and operate property without coerslon. 
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Clearly, a choice must be made between soaring rents, without 

controls, dispossessing the poor and the substantial deterioration and 

possible wholesale abandonment of buildings that may ensue with controls. 

The goals of "reasonable11 profit for landlords, of protecting the inter

ests of low-Income tenants, and of adequate maintenance of the housing 

stock are mutually exclusive without some form of rent/housing subsidies. 

The housing crisis of the nation's poor and the inflation that produced 

it are not temporary phenomena, but are instead an indication of major 

structural defects of the nation's economy. The only lasting solution 

lies In more, not less, government Intervention through subsidies, di

rect construction activity, and controls to affect necessary increases 

in the supply of decent low-rent housing. 

Property Tax Reform 

The property tax is the cornerstone of local government revenue 

supporting public schools, police and fire protection, and other basic 

public services. It remains seemingly impervious to demands for change 

largely because It is so deeply embedded In our system even though it is 

universally damned by everyone in sight (save the local tax assessor) on 

both experiential and theoretical grounds. Property tax applies to tan

gible personal property and intangible personal wealth as well as to real 

property of all types, and although the proportion of revenue generated 

by it has been steadily decreasing, it is still the single largest source 

of local revenue. It has an immense impact on housing consumers, housing 

production, and housing rehabilitation. Housing bears upward to 30 per

cent (or higher) consumption tax, which is very startling since tax the

ory has held, traditionally, that necessities of life should be taxed 
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lightly or exempted altogether. As Netzer (1966, p. 29) wrote: 

it is simply Inconceivable that, If we were starting to develop 
a tax system from scratch, we would single out housing for ex
traordinarily high levels of consumption taxation. More likely, 
we would exempt housing entirely from taxation, just as many 
states exempt food from the sales tax. 

The property tax in its present form Is highly regressive, tak

ing a higher proportion of income as that Income decreases, partly be

cause housing is by far the largest proportion of the poor family's 

budget and partly because the urban poor tend to be located In higher 

tax rate areas, i.e., the Inner city. The way that property tax Is ad

ministered is a further source of this regressiveness. Properties are 

usually assessed at only a fraction of their true sales value, by law and 

by custom. In their comprehensive studies of assessment practices in 

Boston, Oldman and Aaron (1965, p. 36) found that lower-priced properties 

tended to have higher assessment to sales ratios than did higher-priced 

properties, that multi-family properties bore higher rates than did sin

gle family homes, and that variations by district distinctly favored out

lying middle- and higher-income families over inner-city, lower-Income 

families. Since public services, financed primarily by property taxes, 

were frequently inferior in these areas of high taxes, the Injustice was 

compounded. Another source of regressivity is due to Infrequent reas

sessment and areas of high development, typically not the domain of the 

poor, are systematically underassessed. 

Any tax reduces available disposable income, but the exceedingly 

high property tax effectively reduces, substantially, the demand for 

housing being met by the private sector, thereby lowering total produc

tion. Also, owners are often reluctant to improve their properties for 



fear of reassessment and resultant tax penalty, although in some areas 

certain types of repair are exempted from Increased assessment thereby 

encouraging rehabilitation. The effects of the property tax on metro

politan use patterns are disastrous, being one of the primary causes 

for the mass exodus to the suburbs of the middle class, leaving the 

inner city to the poor. This mass out-migration results in lower tax 

revenues occasioning the rise in property taxes causing more out-

migration .... 

Another defect in the property tax system is the vast amount of 

tax-exempt property such as land owned by the federal, state, and city 

governments and that owned by public authorities, churches, and chari

table organizations, further increasing the tax burden on the private 

sector. In Boston, for instance, and extreme case to be sure, k7 percent 

of the taxable base is exempt. There are certain types of exemptions— 

those easing the tax burden of the elderly, etc.—exemplary of progres

sive social policy even though they have at the same time regressive 

aspects, discriminating against elderly renters, etc. 

The most that can be said for the property tax Is that it gen

erates huge amounts of sorely needed revenue for cities. But, given the 

catalogue of horrors above (not inclusive by any means), is the property 

tax worth it? Tax rates in many areas have been rising at astronomical 

increments and as a result so have tax delinquencies and resultant fore

closures. "Taxpayer revolts" are becoming very common even when the 

solutions are Irrational. People are unwilling to support bond issues 

for needed services, yet still demand the same or increased levels of 

servi ce. 
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Clearly, property tax reform is in order and could be Instituted 

at many different levels. One approach Is to eliminate the tax and sub

stitute, instead, financial aid from the state and federal governments 

collected through more progressive means such as income and corporation 

taxes. This is embodied in federal "revenue-sharing" plans but on a 

much larger national scale. A local income tax, as has been done in 

several large cities, could be levied although it would have to encom

pass the entire metropolitan area to retard flight to the suburbs. 

Basic changes could also be made in the property tax itself by shifting 

emphasis from improvements to the land itself. The major problem here 

is that this is constitutionally prohibited In many states and would re

quire difficult amendment procedures to institute. Arguments in favor 

of land value taxes are, however, compelling. Land is fixed in quantity 

is non-reproducible; its value is not intrinsic (except for farm land) 

but Is created by the community through population growth, governmental 

action, and local patterns of use. An entire community, not an Individ

ual or corporation should reap the rewards of increasing land values. 

Property tax does, to an extent, reflect these rising values and capital 

gains taxes are collected upon the sale of the land, but these are minor 

forms of recapture. The case against this comes from the "free enter

prise" proponents who argue for the social benefits from entrepreneurial 

activity that maximizes Individual profit. Unfortunately, the result 

has been and continues to be widespread land speculation and investment 

in land rather than in improvements, sharply raising the eventual cost 

of development and as has been pointed out previously, land speculation 

has considerable impact on the nation's ability to solve Its housing 
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problems because land costs are an ever increasing part of total housing 

costs. If the property tax were shifted to land, vast sums of capital 

would be provided. Mauvel (1968) pointed out that in the period from 

1956 to I966 the market value of privately-owned land in the country 

rose at an average annual rate of $25 billion per year from $269 billion 

to $523 billion, which was 6.9 percent higher than the rise in the Gross 

National Product (GNP). Capturing this kind of Increase could increase 

substantially the nation's ability to meet urgent social needs, of which 

housing is one. To recapture these values would retard the inflationary 

trend of land values, but the Increases would still be substantial and 

development of land would have a new Incentive. 

According to the November 1971 newsletter of the Tax Reform Re

search Group, a combination of ending the local character of the property 

tax, introducing a progressive rate structure, improving the administra

tion of the tax, and enlarging the geographic base for assessment and 

collection to a state-wide level—all basic property tax reforms—would 

go a long way toward eltminating'(1} destructive land competition for 

tax-producing uses; (2) exclusion of lower-income residences and other 

uses which do not, in effect, pay their own way; (3) disparities in 

public services deriving from differlng local financial capabilities. 

This would also serve to lessen the vulnerability of local governments 

to powerful property owners and corporations threatening to move else

where If not granted preferential treatment with regard to their taxes. 

Several states have followed the lead of California (In 1971) 

declaring invalid an education system which makes a school's expendi

tures a function of the school district's taxable wealth, resulting in 
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sharp disparities in school spending among different communities. Major 

changes In the property tax system will have to occur in order to meet 

these new equalization principles. 

If the property tax system were progressive as, say, the income 

tax Is (without the loopholes, of course), there would be a sharp break 

in the tradition of uniformity--one of the few instances of uniformity 

being a tradition—fundamental to property taxation in the past, but 

would be more in line with current theories of taxation and social Jus

tice. Progressive rates could be established on the amount of property 

owned (as in Australia), on the value of the property, or on income. A 

taxation system of this type, among other advantages, would probably 

discourage concentration of ownership. 

The disparities of current property tax administration described 

in Property Tax Newsletter (Tax Reform Research Group, 1971) are: 

Throughout the nation . . . there is underassessment of large 
commercial and Industrial properties, vacant land, minerals, 
political favorites, and whole classes of other taxpayers; 
there are untrained, part-time, politically sensitive local 
assessors; assessments that have not been revised for decades; 
obscure and secretive record-keeping systems; complex, expen
sive appeals procedures; nonfunctioning methods for collecting 
tax delinquencies; increasing contracting-out of the property 
tax assessment function to private appraisal firms; and a legion 
more of infractions and abuses that have made the property tax 
a major catastrophe In the history of American public adminis
tration. 

Serious defects and inequities exist in the present property tax 

system (which stands as a monument to the nation's Inability to bring 

about necessary social change), but well-thought-out proposals exist for 

drastically overhauling it. The states are key to this change and can 

no longer cede this function to local government and the chaos, 



dysfunction, and Inequities that accompany it. This has resulted In 

increased reliance of the states on regressive sales and excise taxes 

as well. Resistance to overhaul of the current property tax system by 

local government will be great Indeed, for there are many powerful bene

ficiaries of current practices. Inertia, failures of public leadership, 

and influence of entrenched power interests all need to be overcome if 

change Is to come to the property tax system. 
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CHAPTER 5 

HOUSING PROGRAMS, GOVERNMENT STYLE 

The public housing program under the National Industrial Recovery 

Act of 1933, followed shortly by the Federal Housing Administration in 

193^, marked the federal government's entry into the housing business. 

Most direct assistance programs are and have been administered by the 

Department of Housing and Urban Development, established in 1965, giving 

cabinet status to the Housing and Home Finance Agency. Analysis of major 

federal programs, to see who actually benefits from them, how effective 

they are in providing decent housing, how they are administered, and what 

problems have arisen during their courses of operation seems to be needed. 

The Model Cities Program of 1966 was only marginally a housing 

program with only about 8 percent of its allocated funds having gone into 

the housing area, usually to establish local housing development corpora

tions, assist tenant organizations, and provide counseling services. It 

was not, as it was hailed, an all-purpose tool to eradicate urban blight 

and poverty. It was to have relied heavily on citizen participation but 

the Nixon Administration reshaped it to concentrate power at city hall 

and to become the leader for decentralizing federal power to local gov

ernments, substituting general block grant funds for specific grants for 

spedfic programs. 

Urban Renewal, Introduced in the 19^9 Housing Act as a "slum 

clearance" program, should be more properly tabbed a "de-housing" 
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program after It was taken over at the local level to reclaim urban land 

from the poor for commercial, industrial, civic and upper-Income uses. 

Some half million families, most of them (two-thirds) non-white, and all 

of them low-income, were displaced by this program and moved to substan

dard and overcrowded conditions and into areas scheduled for future 

clearance. The personal and social costs of the program were horrendous 

and worsened considerably the shortage of low- and moderate-Income hous

ing. Statutory changes in urban renewal law passed In the late 19601s 

which were to redirect the program toward meeting the housing needs of 

low- and moderate-income families with considerable citizen participa

tion were all but completely nullified by the same decentralization pro

cess of the Nixon Administration. 

FHA loan guarantee programs and federal rehabilitation aids, in

troduced as a part of the urban renewal program, discussed in previous 

chapters, will not be dealt with here. 

In the early to middle 1970'5 several states began to provide 

several forms of housing assistance in the form of housing finance agen

cies which issued tax-exempt bonds and loaned money at below-market in

terest rates directly to non- and limited profit housing developers. 

These programs produced, for the most part, moderate- and middle-Income 

housing because of the limited benefits provided by below-market inter

est rates. Several states, including Massachusetts and California, re

quire the recipients of state loans to provide a minimum of 25 percent 

of low-Income units in projects they develop. Some states are also In

volved in secondary mortgage market operations for financing low-rent 

public housing in much the same way as the federal program. 
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The Effect of Income Taxes on Housing 

Provisions of the Internal Revenue Code give the largest, by far, 

subsidy to housing. Allowing homeowners to deduct mortgage interest 

costs and property taxes from their taxable income saves the homeowners 

several billion dollars (5*1 billion in 1971, U. S. Dept. of HUD, Hous i nq 

Affairs Newsletter, 1972) per year which according to Aaron (1972, p. 189) 

is "equivalent to a reduction in the price of housing to homeowners that 

results in benefits to them approximately equal to the tax savings." This, 

of course, subsumes that the family has enough income to take advantage of 

these savings. Public housing, the largest of the direct subsidy programs 

by way of contrast, received only about $700 million in the 1971 fiscal 

year (U. S. Dept. of HUD Newsletter, 1972). This represents a substantial 

savings in housing costs but the workings of these tax subsidies are highly 

regressive and advantage no renters at any income level. These deductions 

can be taken only by taxpayers who itemize their deductions and because 

the proportion of those who itemize increases sharply with increased in

come, and because there is no upper limit on these deductions, by far the 

greatest share of these benefits goes to upper-income taxpayers. Treasury 

Department figures for 1975 (U. S. Dept. of Housing and Urban Development, 

1975 HUD Statistical Yearbook) show that for taxpayers in the under $10,000 

income brackets, benefits totaled only $30) million, while for taxpayers 

in the $15,000 to $30,000 income bracket, benefits totaled $3-6 billion. 

In other words, for 1975 these deductions were worth $90 plus to the 

average family in the $10,000 bracket, while they were worth about $330 

to the average family in the $15,000 to $30,000 bracket and nearly 



$1,500 in the over $50,000 bracket. Regressivity increases because home-

ownership rates increase with income, which means that higher proportions 

of upper-Income families are able to take advantage of these deductions. 

A "race tax" is also imposed since non-whites have lower homeownership 

rates at all income levels due primarily to discrimination in the sales 

of housing and ability to secure home mortgages. 

Another form of favorable tax treatment for the homeowner is that 

after the sale of a home no tax must be paid on the appreciation of the 

property if a new home is bought within 18 months of the sale, or a new 

home Is built within two years of the sale and the new home costs at 

least as much as the selling price of the former house. Further, for 

people over 55 years of age, one house may be sold entirely tax free in 

a 1i fetime. 

Homeownership tax benefits originated in some strongly held, 

albeit vague, belief that homeownership is desirable by promoting im

portant personal and societal benefits. Financial benefits are denied 

to those people who are not able or who do not wish, for a variety of 

reasons, to become homeowners, and the proportion for whom ownership is 

not possible is markedly higher among lower-income families and racial 

mi nori ti es. 

The income tax system needs to be reformed in such a way that 

either no one receives these tax benefits or that all—owners, renters, 

low-income, high-income, white and non-white—are able to take advantage 

of the benefits as we all have to live somewhere. The inequities and re

gressive nature of the present income tax system with regard to housing 

benefits are deeply rooted, and like many other blatant injustices and 
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inefficiencies In the housing system, are not likely to be changed in 

the near future. 

Pub!Ic Welfare 

Public welfare programs provide more direct subsidization for 

housing the low-Income families than all other government housing pro

grams together, even though welfare is not regarded as a housing program. 

Welfare programs provide general financial assistance rather than any 

specific housing subsidization, yet the former Department of Health, Edu

cation and Welfare (HEW) reported in 1971 more than twice as much of wel

fare monies were spent for housing than the federal outlays for low-rent 

pub 1i c hous i ng. 

Because welfare agencies do not regard housing as one of their 

concerns, detailed information on the housing conditions of welfare re

cipients is very scarce but the information that is available indicates 

that a high percentage of welfare families live in substandard conditions. 

An HEW study in 1969 (p. 7) stated, . . on the basis of available data, 

it is estimated that at least one-half of all assistance recipients live 

In housing which is deteriorated or dilapidated, unsafe, insanitary, or 

overcrowded," and "welfare households generally occupy the worst housing 

in the stock." Welfare does not provide enough assistance for families 

to secure decent housing, as the HEW (1969, p. 8) continues: . . for 

more than three million recipient households, the average allowance for 

housing Is less than $400 per year" and . . this amount is grossly in

adequate for either rental housing or home ownership." in other words, 

almost all welfare households at the time had roughly $33 per month to 

spend on housing. The entire problem is worsened by the fact that a 
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large proportion of families on welfare are non-white and, being on wel

fare regardless of race, results in overpricing and discrimination (as 

welfare families tend to have to pay more than non-welfare families for 

housing of equal or comparable quality which must be done by neglecting 

other necessities). When welfare families can get into public housing 

they can obtain relatively decent housing at rents they can afford, but 

the problems are many: not enough public housing, conflicts between ad

ministrators of welfare and public housing programs regarding admfssion 

of welfare families into public housing, public housing officials reluc

tant to have too high a proportion of welfare tenants because of the "bad 

image" and "social problems" they assume welfare families bring with them, 

and public housing officials try to secure the maximum allowable rent 

from welfare tenants while welfare officials seek to minimize the amount 

they have to pay, each trying to shift the financial burden to the other 

program. 

If welfare budgets were raised to allow recipients to afford de

cent housing, the prices of available units would be Inflated to a point 

the non-recipients could no longer afford, aside from financially col

lapsing the welfare system. The two categories of poor—those on welfare 

and those not—must be considered as inseparable and dealt with together, 

addressing simultaneously the Issues of each. 

Publlc Housing 

The public housing program, started In the 1930's as part of the 

New Deal's economic reconstruction, was the only program with enough 

funding to produce housing directly for low-income families. This, the 
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nation's oldest and largest program of direct housing assistance from 

the government has been terminated, but not before It produced nearly 

1.5 million units for low-Income groups, housing some 3 million Ameri

cans. Considering the present rage, in the Reagan Administration, to cut 

social programs, it is highly unlikely that the program or any like it 

will see life in the foreseeable future. As originally designed, housing 

projects were to be constructed by the federal government through the 

Public Works Administration (WPA). In light of the some 11 million un

employed persons (a grossly understated figure because those people whose 

unemployment benefits have run out are no longer counted nor are the so-

called "hard core" unemployed) as of August, 1982, and millions of fami

lies in this country who lack adequate housing, a WPA type program would 

seem to be once again a dual answer to both problems of getting people 

back to work and providing low-cost housing. 

In the 1937 Housing Act, political pressure led to another course 

in which the federal government supplied the funding, direction, and stan 

dards and each locality would administer Its own program. These local 

housing authorities (LHA) were created and empowered by state enabling 

legislation. This localization of the administration of public housing 

proved to be one of the program's basic failures because the decision 

making processes—whether to have units, how many, where they should be 

located, what type of units to have—were placed in the hands of local 

appointed bodies that tended to represent those parts of the business 

community opposed to housing subsidies of any kind for the poor. Rarely 

were the poor, non-whites, and residents of public housing represented 

on these appointive bodies. These LHAs chose not to opt for larger and 
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better housing programs, and are largely responsible for the poor loca

tions of roost projects. A more serious problem was that many small 

cities chose not to establish any LHA at all, thereby denying low-income 

and public housing benefits entirely. Most LHAs were confined to a 

single city as well, so that there could be no large metropolitan or 

regional approaches to the houstng problem. 

Another problem was that the LHAs had to cover through the ren

tals all costs once construction, capitalized by the federal government, 

was complete. The LHAs would establish minimum rents based on these 

costs which in turn would, In effect, establish a minimum income level, 

excluding many of the poor who needed help the most. For example, at a 

rent of $60 per month based on the 25 percent ratio, a family with an 

annual income lower than $2880 per year could not be served, leaving a 

segment of the population who were TOO POOR FOR PUBLIC H0USING1 Since 

rents usually lagged behind costs because of inflation, these units 

received little maintenance and therefore became, through this neglect, 

substandard housing. Because of this problem, the (Senator Edward) 

Brooke Amendments of )B&9, 1970, and 1971 were intended to transform 

the program into one of rent supplements in addition to capital cost 

subsidies for public housing, which unfortunately became so costly 

that the program eventually crumbled under its own bureaucratic and fi

nancial weight. 

A new form of housing subsidy became available, introduced in 

the 197*t Housing and Community Development Act and known as Section 8, 

which provides subsidies to developers and operators of new and substan

tially rehabilitated housing to keep rents at low levels. Eligible 
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tenants find housing which fits their needs from a pool of subsidized 

units made available by the LHA. The tenant pays his own rent up to a 

25 percent of his/her income level and the remainder of the rent up to a 

maximum determined by the LHA as the existing average market rate for 

similar units is subsidized by the LHA. The owner/operator in turn 

agrees to year-long leases at that rate and further agrees to maintain 

the unit and to keep it up,to the minimum standards determined by the 

housing code. As long as the rental rates are kept high enough to keep 

up with costs and profit margins, the program should continue to work. 

Unfortunately, the number of Section 8 subsidies in any locality is se

verely limited, leaving still a large number of poor families without 

decent housing. 

About two-fifths of the households residing in public housing 

are elderly. Nearly one-half of all the public housing starts in recent 

years has been designed for the elderly, and establishment of hundreds 

of new LHAs is specifically attributable to the desire of many small 

cities to provide for the elderly of these communities. Friedman (1966, 

p. 6k2) suggests that the popularity of this group is probably due to 

. . .  a  c o n t i n u e d  s e a r c h  f o r  t h e  s u b m e r g e d  m i d d l e  c l a s s ,  t h a t  
lost legion whose ghost still haunts the program. Housing for 
the elderly taps the only remaining reservoir of poor people 
who are also white, orderly, middle class in behavior. Neigh
borhoods which will not tolerate a ten-story tower packed with 
Negro mothers on AFDC [Aid For Dependent Children] might toler
ate a ten-story tower of sweet but impoverished old folks. Old 
people are never vandals; they do not whore and carouse. Many 
of them are honest working-class people caught in a trap set by 
low retirement incomes, small pensions, inadequate savings, and 
high medical bills. Furthermore, housing for the elderly helps 
solve a problem all too common for middle-class people—what to 
do with aged, dependent parents .... Moreover, the old people 
are more likely than the problem poor to be grateful, docile, and 
unseen. 
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In addition, because the elderly tend to need less space (smaller units) 

a greater number of units can be produced for a given allocation of 

money. Housing projects for the elderly have been notably characterized 

by being small, well-located, attractive developments which, above all, 

don't look like public housing. 

Racial divisions, as Friedman noted, are as pronounced In public 

housing as in the private sector, and segregation In individual projects 

is blatant, for the most part as a result of site location decisions, 

tending to place projects for whites in white areas and projects for 

blacks in black areas, following prevailing patterns in the housing mar

ket as a whole. Segregation by race tends also to be furthered by ten

ant assignment policies, with whites being sent to white projects and 

blacks being sent to black projects. The NAACP, PUSH, and CORE have 

brought several suits against LHAs protesting this condition, and HUD 

has also made attempts to stop this practice, but with only marginal 

success. 

Even among those who approve the concept of publicly subsidized 
/ 

housing, criticism of the program is widespread. The most important 

criticism comes from the poor themselves, more in the form of action 

than words, A substantial percentage of families in need of decent sub

sidized housing exclude themselves from public housing due to their im

ages of over-regulation, stlgmatization, isolation, and rampant social 

problems which are, at least In part, grounded in reality. Many families 

displaced by other programs, as for example urban renewal, would not live 

In public housing, especially if they are of the white working-class pop

ulation (Hartman and Carr, 1969). 
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High vacancy rates and tenant turnover—witness the gradual 

destruction and finally demolition of Pruitt-lgoe in St. Louis—parti

cularly in large projects in major cities are other indications of re

jection of these projects. The high rates of voluntary tenant turnover 

are especially interesting as, presumably, these families are not able 

to afford decent housing alternatives. Even though public housing move-

outs are no higher than typical mobility rates of middle- and upper-

class Americans in general, the fact that the poor do not have the 

economic and employment pulls of those groups, coupled with the superior 

physical quality and low rents of most public housing as compared to 

slum alternatives, these turnover rates would seem to be prima facie 

evidence of strong dissatisfaction. 

Proposals for the formation of tenant organizations and full-

scale tenant management and ownership in order to right some of the 

wrongs of public housing projects have met with extreme resistance from 

those who want to protect their jobs and from the public in general, who 

feel that these poor families ought to be nothing but grateful for what 

they are receiving, and that by protesting they are "biting the hand 

that feeds them." 

The major quantitative failure of public housing is simply that 

it has not worked. By 1975, public housing had provided decent quarters 

for only about A percent of all U. S. families with incomes of under 

$6,000 per year—hardly a reasonable number considering the billions of 

dollars spent on public housing during the over four decades the program 

has been in existence. Major qualitative failings have been so great 

that even the most vocal supporters of decent housing for the poor were 
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reluctant to advocate the continuation of the program in its then pres

ent form. If the financial, social, and administrative fallings of the 

public housing program can be scrutinized carefully, there might be some 

lessons to be learned; but it will take a great deal of work, persever-

ence, and rational thought to find and correct them. 

Home Ownership Subsidies 

The 1968 Housing Act, Section 235, is a program of direct home 

ownership subsidies for families not able to purchase decent homes In 

the private market. By 197** almost AOO.OOO units had been produced under 

this program, making it the largest single subsidized housing program. 

Eligible families are required to pay 20 percent of their income for 

mortgage payments, taxes, and insurance and the federal government sub

sidizes the difference between the family's contribution and the actual 

mortgage costs, making payment directly to the lender while insuring the 

mortgage through the FHA. Family Income limits are set roughly 35 per

cent higher than those for public housing, and the maximum subsidy pay

ment is the difference between the actual mortgage payments and the 

family's obligation--that Is, the homeowner may have to pay as little as 

a one percent interest rate—and buying is helped by reducing down pay

ment requirements to $200. The nature of the subsidy obviously makes it 

more of a moderate- than a low-Income program. 

The 1968 Housing Act's emphasis on housing production and Its 

specific numerical goals reflected by the Section 235 program (and the 

companion 236 program) were, in the main, the work of the National Asso

ciation of Home Builders (NAHB), an organization for homebul1ders, 
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realtors, developers, speculators, and mortgage bankers. As Lllley 

(1971, p« 30), a knowledgeable analyst, put it, in the 1968 Housing Act 

. . . the homebullders extracted concessions for their industry 
from the Johnson Administration and Congress .... Staff mem
bers for the two [Congressional] Banking Committees said that 
the [Section 235 and 236] programs were drafted so as to be ac
ceptable to NAHB .... NAHB provided major inputs to both 
efforts "That's why they are builder programs," said 
a House Banking Committee staff member. "They are oriented 
toward housing production—units, starts, and property—with 
people being a secondary consideration." 

Section 235 programs had enormous difficulties and were the sub

ject of well-publIclzed investigations by HUD, the General Accounting 

Office, and the U. S. Commission on Civil Rights. The major problems 

were the hidden high costs of long-term interest subsidies, abuses by 

realtors, and failure of the FHA to properly supervise the program. 

Long-term Interest subsidy commitments for Section 235 mortgages were to 

extend for 30 to AO years for amounts that were unknowable because they 

depended on recipients' Income which could change considerably over that 

period. Amounts appropriated in any one year didn't appear that large, 

but these commitments were cumulative and Congress as well as the public 

In 197^ had just begun to realtze the huge sums that might actually be 

involved. The General Accounting Office finally recommended the interest 

subsidies be substituted with direct government lending. Congressman 

Wright Patman (1972), then Chairman of the House Banking and Currency Com

mittee, estimated that the cost could run as high as $40 billion. 

Section 235 abuses were appalling and frequent, ranging from FHA 

approval of structures so badly built that they wouldn't last the life 

of the mortgage (in some cases homes were condemned by housing code offi

cials within months after purchase), prices that substantially exceeded 
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fair market prices (paying suburban prices for slum housing), to being 

sold in deteriorating areas, and frequently to minority families in 

neighborhoods characterized by rapid racial transition. HUD temporarily 

suspended the program in 1970 while Congress added provisions to compen

sate defrauded home buyers and to repair defective homes. The FHA admin

istered the program so stringently that it was of little benefit to anyone. 

Families who had stretched their budgets to the limit to purchase these 

homes were pushed beyond their capabilities to pay the bills for mainte

nance of these shoddy houses and defaulted on the mortgage payments, 

leaving the houses in the hands of HUD. The costs are still being paid 

today. 

The formula which required families to pay 20 percent of their 

income for mortgage payments, insurance, and taxes but disregarded the 

added costs of utilities and maintenance, left many families paying more 

than one-third of their incomes for housing, much more than they could 

afford. Those families living, or trying to live, on marginal incomes 

had little in the way of savings, were especially vulnerable to economic 

setback from unemployment and other crises, and they had little'to en

hance their sense of security or the ability to rise out of poverty and 

the other virtues associated with homeownership. What was needed then 

and is still needed now is some sort of insurance to permit them to 

weather Short-term economic adversity-comparable to unemployment bene

fits— if homeownership is not to become burdensome and illusory. 

A further problem involved operation and abuses of the tandem 

plan which was intended to deal with excessive discount points on FHA 

mortgages by insuring the face value of the mortgage, even though the 
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mortgage was traded at a discounted price. In point of fact, the holder 

of a foreclosed mortgage would sustain a substantial profit and the more 

often the lender could turn his money over in the mortgage discount mar

ket through repeated loans and foreclosures, the more profit could be 

made. Hood and KushBer (1971.. p. 18) noted: 

Since it is in the interest of lenders to loan money on unin
habitable homes, the multiplier effect of the discount point 
system is staggering. Such loans provide the same if not 
higher point charges as standard homes, plus they promise early 
defaults and the rapid return of capital for further loans, 
discounts and defaults .... The discount point system can 
thus be seen as a substantial contributing force to the perpet
uation of substandard housing in our cities. This Is certainly 
a sad commentary on our national priorities and the existing 
insurance legislation .... The practice of playing discount 
point money into rapid profits by quick foreclosures on FHA-
insured mortgages on inner-city slum property is the ultimate 
perversion of our attempt to improve the housing standards in 
Amerlca. 

Much of the blame for the fallings of Section 235 needs to be 

aimed at the FHA which has operated, traditionally, In the same way a 

conservative real estate business operates with middle-class clients. 

According to the National Commission on Urban Problems (1968, p. 100): 

The main weakness of FHA from a social point of view has not 
been In what it has done, but in what it has failed to do—in 
its relative neglect of the inner cities and of the poor, and 
especially Negro poor. Believing firmly that the poor were 
bad credit risks and the presence of Negroes tended to lower 
real estate values, FHA has generally regarded loans to such 
groups as "economically unsound". Until recently, therefore, 
FHA benefits have been confined almost exclusively to the mid
dle class, and primarily only to the middle section of the middle -
class . . . FHA was not merely neutral with respect to the inci
dence of decay and blight; Its policies actually aided, abetted, 
and encouraged it. 

Congress, in 1968, by authorizing the FHA to Insure mortgages for con

struction, rehabilitation, and purchase of properties in urban areas that 

were In decline and within which normal eligibility requirements could not 
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be met, moved to halt the agency's acknowledged practice of redlining 

whole areas of central cities occupied by the poor and non-whites. The 

past orientation of the FHA, however, made It unlikely that any turnabout 

could be effectuated and it was not very surprising that the agency mis

handled its new assignment of running a subsidy program for lower-income 

families In favor of property orientation and concessions to and collu

sion with real estate interests (many local and Washington FHA directors 

are drawn directly from the real estate industry). Many cases of mal

feasance by local FHA offices that in some instances (but not enough) 

resulted in criminal indictments included such things as failure to make 

adequate inspections and reinspections, inflated appraisals, and FHA ap

praisers moonlighting as real estate speculators. 

Despite this catalogue of horrors, Section 235 did In fact bring 

decent housing to many thousands of families, but it appears that pro

grams of this type which heavily subsidize private enterprise and rely 

on its sense of social responsibility are inherently defective, wasteful, 

and bound to fail in their purpose. Similar misuse and scandal was asso

ciated with FHA Section 608 of the 1940's and 1950's, in which the FHA 

granted extraordinary liberal concessions along with unconcerned supervi

sion to Induce private developers to produce rental housing rapidly; 

nearly a half mi 11 ion.units were constructed before scandal and congres

sional hearings put an end to the program In 195^. Abcams (19*>5, p. 88) 

described the system: 

A whole web of deception was spun which made it possible for the 
knowledgeable to build projects with costs running Into the mil
lions without Investing a dime. The mortgages insured by FHA so 
far exceeded investment that builders withdrew millions above 
what projects cost. The builders' costs were In many cases 
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30 percent less than FHA estimates, while land values as filed 
with FHA were as much as five and six times the actual cost. 
... in come cases, FHA even allowed builders who had already 
^mortgaged out" (gotten all their money back from the insured 
mortgage) to increase their mortgages and draw out more than 
they had done already. 

President Johnson labeled the Housing Act of 1968 "a Magna 

Carta to liberate our cities." Apparently it only liberated the more 

avaricious profit-making drives of the private sector. Chairman of the 

House Banking and Currency Committee, Congressman Wright Patman in an ad

dress to the 4lst Convention of the NHC (1972) stated: 

Many of these programs start out with high-sounding purposes and 
what appear to be really outstanding concepts. Then someone 
comes along and insists that we add in the profit margin for each 
real estate interest as the program moves forward. There's a 
little bit for the land speculator, the builder, the lender, the 
closing attorney, the title company, the insurance company, and 
on down the line. By the time the project reaches the end of the 
line it is so top-heavy that you can't be sure just who did get 
the subsidy. 

Rent Subsidies 

Subsidies providing mortgage money at below market interest rates, 

unless combined with rent supplements or public housing leasing funds, 

result in housing for moderate- rather than low-income families. By sub

sidizing full capital costs rather than just lowering interest rates, the 

low-rent public housing program helped some but still proved inadequate 

In providing for the real needs of the low-income household. 

Initial approaches for providing low-interest mortgage money were 

the Section 202 of:the 1959 Housing Act for the elderly and the Section 

221(d)(3) of the 1961 Housing Act program of replacement housing for the 

displaced families of urban renewal projects, both of which took the form 

of dtrect federal lending. Long-term (50 years under Section 202) 
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FHA-guaranteed loans for up to 100 percent of the project value at a 

3 percent interest rate were made to limited dividend and nonprofit de

velopers under both of these programs. Family Income levels were set 

somewhat Bbove those of public housing and rents were regulated by the 

FHA. Both programs produced a total of 165,000 units, mostly under Sec

tion 221(d)(3) until they were effectively superseded by Section 236 of 

the Housing Act of 1968, the program that switched from essentially di

rect government loans to Interest subsidies on privately originated 

loans for reasons that had to do with the technicalities and political 

implications of government budget procedures J 

Much higher production rates characterized the Section 236 pro

gram and by the end of 1971 almost as many units had been built as during 

the entire Sections 202 and 221(d)(3) program lives. Over 90 percent of 

Section 236 production was new construction, with the remainder being re

habilitation of existing units. Maximum income levels were set at 135 

percent of those allowed for public housing although 20 percent of those 

receiving Section 236 aid could be used for families with somewhat higher 

incomes. Families had to pay 25 percent of their incomes for rents which 

were regulated by the FHA. Lower-income families could be accommodated 

in; the program by using additional subsidies under the rent supplement 

p-ogram or by leasing units to the LHA, but there were limitations on the 

'when the government lends money directly, the entire amount appears on 
the debit side of the ledger, whereas if private capital is used, the 
government must only appropriate what is needed to cover a part of the 
Interest rate and this much smaller amount is all that appears in the 
federal budget. Even though the total expenditures are much greater, 
there is political benefit for an administration in lowering the apparent, 
not the real, level of government spending. 
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proportion of units that could be given to those families and there was 

no requirement In Section 236 that the sponsors make such units available. 

Taggart (1970) estimated that less than 5 percent of all Section 236 units 

were used for low income families. 

Many problems of financing and quality characterized production 

under Section 236. As with Section 235, poor construction, bad site se

lection, and irresponsible management resulted in high rates of foreclo

sure and default. Rehabilitation projects under Section 236 had even 

more serious problems with management attempting to pass on unforeseen 

added costs through increased rents. Sections 235 and 236 combined were 

costing HUD about $2 billion a year by 1974, and these numbers are still 

ris ing. 

Reasons for the popularity of the Section 236 program lay else

where than in the profits derived directly from the program, which were 

limited by law to 6 percent. That "elsewhere" was the income tax system 

and the benefits it offers to high-income investors in rental housing. 

The two provisions of the tax system that directly benefit inves

tors In rental housing, subsidized or not, are accelerated depreciation 

and favorable capital gains treatment given to the proceeds of the sale 

of rental housing. These two provisions are available not only to the 

original owners but to each subsequent owner, based on purchase price, 

as well. This allows depreciations over the life of structures that may 

be many times any ultimate value it may achieve and encourages sale and 

resale of buildings to maximize this depreciation advantage. Since de

preciation does not involve actual cash flow as do other deductions, it 
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creates a "tax shelter11 for other income to shield it from the normal 

Income tax and does not depend on any equity the owner may have In the 

structure. 

One of the main criticisms leveled at accelerated depreciation 

is that it is highly regressive In Its impact, benefiting only high-

income investors. Stern (1973) estimated some $5^5 million in taxes 

were lost in 1970 from the accelerated depreciation allowance to resi

dential properties. He cites cases of one taxpayer with over $1.4 mil

lion income and one with over $700,000 income, neither of whom paid a 

penny in federal Income tax as a result of real estate Investments. The 

1969 Tax Reform Act altered and limited the allowance to provide more 

direction for real estate investment and to add some social policy prior

ities to those investments—but not much. 

The other income tax benefit afforded to investors of rental 

property is the depreciation "recapture" provisions regarding the sale 

of the property. Gains upon the sale of property resulting from prior 

depreciation is taxed as ordinary Income, which does not cancel the bene

fits of depreciation as it postpones the taxes and permits the investor 

to "time" his taxes to suit his situation. The recapture is based only 

on the difference between the accelerated depreciation claimed and what 

the depreciation would have been had the straight-line method been used, 

but not on the total depreciation previously taken. Beyond this, provi

sions exist for phasing out even this limited form of recapture, so all 

gains are treated as long-term capital gains, taxed at one-half the tax

payer's normal rate with a maximum of 25 percent. This system is de

scribed by Slitor (1969, p. 11 A) in a succinct way: 
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Book profits reflecting the artificial write-down of the de
preciable investment by accelerated depreciation represents 
deductions previously taken against ordinary Income, so that 
the whole process represents a conversion of ordinary Income 
into capital gains for tax purposes. 

Some complex juggling and computation are required to optimize both ad

vantages of accelerated depreciation and capital gains treatment but 

any knowledgeable tax accountant would have no difficulty whatsoever. 

Is there any wisdom in relying on the tax system to Implement 

social policy objectives In the housing field7 Tax Incentives which are 

far more available to high-income taxpayers than to those who need the 

benefits have proven to be a less than equitable way of accomplishing 

the desired results than direct subsidies. Windfall profits and bene

fits are provided those people who would in any case do those things 

that the tax incentives are trying to encourage, and the tax rate is 

kept high by reducing the tax base and the resultant revenues, increas

ing the burden on those they purport to be helping. The beneficiaries 

of the tax system are quite different from housing priorities as expressed 

in the various housing programs. There would seem to be no reason to re

tain existing tax incentives for Investors in rental housing, rather than 

go to a system of direct subsidies—which are more equitable, cheaper, 

and more effective—other than government's desire or willingness to al

low and even provide enormous benefits and profits to those who need them 

least. 

Rural Housing 

Relatively little attention Is paid to non-urban housing problems 

despite the fact that housing conditions are, in general, worse than 
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.those in urban areas. Lack of concentration of rural housing densities 

seems to he the major explanation for this. These areas lack even mini

mal visibility, organizational ability, and potential for disruptive be

havior and the resultant attention that exist in urban areas. HUD 

concentrates on urban problems and programs, and these are little used 

in non-urban parts of the country although rural needs are greater, 

family by family, because not only are conditions worse but incomes are 

generally lower, credit is harder to obtain, and home building capabili

ties are lower, as well. 

Viable options for people to remain in or move back to rural 

areas might help the urban problems as well by reducing migration from 

rural to urban areas. Rural housing programs in the Department of Agri

culture are administered through the Farmers Home Loan Administration 

(FmHA) and are confined to places with less than 10,000 population; in 

spite of its name, it operates mostly in non-farm areas. FmHA, because 

of the lack of private credit, shorter loan periods, lower loan-to-

value ratios, and higher interest rates, makes direct housing loans at 

lower interest rates. FmHA then sells a large portion of its loans to 

private lenders and provides loan guarantees similar to FHA's. Section 

502 of the FmHA program provides families with variable interest rate 

loans for home construction, purchase, or rehabilitation that, depending 

on family income, may be as low as one percent. FHA Section 235 home-

ownership loans administered by FmHA were also available, but few of 

them were made because of the lack of private credit. 

Direct and subsidized loans for rental housing are also available 

from FmHA Sections 515 and 521 programs, but only a few thousand units 
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have been funded nationally, and these to families who by rural stan

dards are essentially middle class. FmHA also offers a variety of 

other programs, such as disaster loans, technical assistance grants for 

self-help housing, shelter-type rehabilitation, loans to remove health 

and safety hazards, farm labor housing loans and grants, and site 

loans; but these are all very small, in absolute terms, relative to the 

needs. 

Lower population densities and a general lack of awareness of 

program and aid availability make rural programs hard to administer. 

Apart from inadequate funding levels, FmHA's historically based ties 

with farm owners and growers which makes them (FmHA) unsympathetic 

toward poor and non-white applicants, along with opposition toward pro

gressive programs such as self-help and cooperative housing, put the 

programs beyond the reach of the majority of poor rural families. Amer

ican Friends Service Committee (1971» p. 23) concluded: 

. . . builders were served to the detriment of clients. Attempts 
were made to discourage clients by quoting high interest rates 
and high down payments. Moral Judgments on the life style of ap
plicants were made to deny access to the program. Maximum inter
est rates and highest possible down payments were extracted from 
the clients rather than attempting to get the poor clients the 
best possible deal under the regulations. Lack of_sympathy with 
the poor and racial bias was a general pattern in dealing with 
the client population. 

Local administrators, who inevitably have a high degree of autonomous 

discretion over these highly decentralized FmHA programs—potentially an 

advantage in view of bureaucratic delays and red tape in housing pro

grams—can, if they are unsympathetic to the needs of the poor, the non-

white, and those needing special consideration, undermine the whole 

purpose of the program. One major reason non-whites are greatly 
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discriminated against in FmHA programs is the existence of local loan 

committees composed of successful farmers, who make loan decisions. 

Serious restructuring of the government's delivery mechanism 

for helping the rural poor is necessary, along with much more attention 

paid to the programs designed to meet the needs of the undeservedly for

gotten low-Income rural families. 

Housing Allowances 

The purpose of housing allowances Is to provide direct subsidies 

in some form, such as cash or rent certificates, to low-income families 

and allow them to seek their own housing on the private market rather 

than subsidize the production of housing and the bureaucratic administra

tive maze that apparently must accompany it. When the poor have enough 

money to spend on housing, they are no longer low-income In terms of 

housing and many can then solve their own housing problems. (Ideally, if 

there were general income maintenance programs, low-income families would 

no longer be poor as consumers of other non-luxury goods such as food, 

clothing, medical care, transportation, and the like. With the present 

political climate, however, the costs would be prohibitive as we Ameri

cans seem to care only for the poor of so-called "underdeveloped" coun

tries.) Ideas of housing allowances have been with us since the late 

1930's when the U. S. Chamber of Commerce along with conservative real 

estate interests advocated them for the purpose of eliminating "socialis

tic" public housing. 

in 1969 two small scale projects under the Model Cities program 

were initiated in Wilmington Delaware and Kansas City, Missouri. From 
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available Information, these two experiments seem to have been success

ful enough for the Nixon Administration, in 1973, to propose that hous

ing allowances be adopted on a large scale—an idea which received 

support from the business community including the National Association 

of Realtors and the Committee for Economic Development. 

Not only would this plan give freedom of choice as regards hous

ing, but it was also touted to be a far less costly approach to housing 

the poor. Fried et al. (1973) of the Brookings Institute estimated an

nual costs ranging from $2.5 billion to $15-5 billion for 197^, depend

ing on the level of benefits, percentage of family income that the 

recipient was required to pay, and the proportion of eligible families 

that would receive benefits. The amount would be considerably more 

today for the same level of benefits. 

Although the approach could be expanded to cover homeownership 

to promote the assumed social benefits that go along with homeownership, 

the proposal was limited to rental housing. Instead of being confined 

to units subsidized by a government agency, the recipient family could 

choose to live In any unit within their rent limitations, eliminating 

the stigma associated with public housing and further avoiding the prob

lems associated with concentrations of low-income, "multi-problem" 

families in large public housing projects. 

Housing allowances would allegedly provide landlords with income 

sufficient to maintain properly their buildings as well as to remove 

code violations, thereby going a long way toward solving the problem of 

building abandonment (the previous discussions Indicate that this, in 

fact, would not be the case). Housing allowances would seem to require 
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a far simpler bureaucratic mechanism, as regards administration, than 

the present FHA-LHA structure. Leaman (1970, p. 112) estimates that the 

annual administrative costs would range from $15 to $130 per family, de

pending on hew rigorously the system was structured. Allowances of this 

type would also allow persons not now served by LHAs to receive housing 

subsidies. The major problem with the housing allowance approach is 

that it leaves unchanged the many defects present in the housing market, 

which could totally undermine efforts of the recipients to find and keep 

decent housing. This approach assumes that the sole cause of housing 

problems is inadequate incomes. Only in areas with high vacancy rates 

would the problems such as racial discrimination, housing supply short

age, rent gouging, etc., be overcome. In areas with low vacancy rates 

the problems would remain intact, with the additional effect of in

flated rents which could hurt those families already decently housed. 

For a program of housing allowances to work properly, rent controls in 

the private sector would have to be a part of the program. Also, the 

present state of landlord-tenant legal relationships concerning such 

things as lease protection, warranties of habltability rights, rent 

withholding provisions, protection against retaliatory evictions and 

other forms of intimidation that leave the low-income tenant at the mer

cy of the landlord (who doesn't seem to have much in the way of mercy) 

and severely .limits the ability of allowance recipients to obtain fair 

dealings in the housing market. Without measures to regulate such prob

lems, housing allowances would benefit landlords far more than they 

would benefit low-income families. The ability to pay the rent, without 

other controls, in no way guarantees that the housing consumer, 
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especially the low-income consumer, will get decent housing. As 

Martin Rein (1972, p. 16) noted: 

If the federal government were seriously to consider de
veloping a housing allowance to low-income households, the 
experience of those on welfare could serve as a useful guide 
In anticipating some of the strains and difficulties that 
such a program might encounter. 

Housing allowances are only part of a good Idea. They would 

foster the principle of individual choice in the housing market, a crit

ical component of housing satisfaction, but by themselves they take no 

steps to ensure that market conditions will be such that the low-Income 

family can truly have free choice or satisfaction. Considering the re

alities of the housing market and conditions, freedom of choice can be 

assured only by more and full government intervention, not less. Miles 

Mahoney (1972, p. 29), former Commissioner of Community Affairs of Massa 

chusetts, observed that 

. . . unless the government is, in fact, willing to intervene 
forcefully in the workings of the private market, the housing 
allowance program will prove to be no more than yet another 
subsidy program for the private sphere—the poor will benefit 
only marginally and the near-poor will likely be harmed. 

As they are being developed presently, housing allowances are a 

step backward, for they will not improve housing conditions for the low-

Income households and will postpone basic needed changes in the housing 

system If all Amertcans are to be decently housed. 

Lessons and Charges 

Whether these federal housing programs have been boondoggles or 

not depends on one's position within the framework of the programs. For 

builders, realtors, real estate speculators, investors, developers, 
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lenders, or landlords, the answer is obviously a resounding NO! After 

all, these programs have made them quite wealthy. On the other hand, 

for low-income families and those who have an interest tn low-income 

housing, the answer is just as obviously, YES I But these programs and 

the billions of dollars spent on them have helped the latter only mini-

mumly compared to the need, and overall have been very regressive. 

Needed are both a new scale of government housing assistance and 

a major restructuring of present aids and del J very-systems to provide 

assistance to those who need it and to take it away from those who do 

not. A first step would be to eliminate or reform the upside-dcwn na

ture of the housing subsidies available to homeowners through the income 

tax system. This would not only introduce much greater equity into the 

tax system, but could also provide government with substantial revenues 

to transfer, In the form of direct subsidies, to lower-income families. 

Principles of consumer rights should be an intrinsic part of any hous

ing program to the greatest extent possible, and people should be able 

to choose the area and type of structure they wish to live in, whom they 

wish to live near, and whether to own or rent. Theories of housing al

lowances embody this freedom, but "extingencies"—exclusionary influ

ences—of the marketplace do not permit the exercise of this freedom. 

Government programs must intervene In the housing market to create an 

adequate supply of decent housing available to low-income families so 

that this group can, in fact, have choice of housing. Government housing 

aid programs must have as a primary goal an expansion of the number and 

type of decent dwellings available to the ill-housed in all areas: cen

tral city, suburbs, and rural areas; dwellings for sale as well as for 
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rent. A part of this expansion should be a large-scale rehabilitation 

program. 

Widespread abuses in Sections 235 and 236, FHA Section 608, and 

FmHA 502 programs indicate that if private developers are to be a compo

nent of this effort they will have to be strictly regulated. Administra

tive staffs for these programs must be educated to have a sympathetic 

attitude toward the problems of the poor so that they can better analyze 

and respond to those needs. Local delivery mechanisms for housing with 

broader jurisdiction (metropolitan or county-wide), powers, and greater 

motivation are needed as well; and if they cannot or will not put forth 

and carry out a comprehensive housing plan, the federal government must 

step in as "houser of last resort" (Franklin, 1972). 

The comprehensive program would have to be available to ALL who 

need housing assistance: young and old, disabled or not; those with in

come levels too high or too low for public housing; the socially ineli

gible as well as the socially eligible; white and non-white; and those 

who presently live in decent housing only by paying an excessive propor

tion of their income for that housing. Rents, monthly payments, and oc

cupancy conditions all would have to be controlled to protect the tenants. 

Large scale production under development programs could soon pro

duce a wide range of housing options with respect to location and housing 

types, and if housing allowances issued were linked with this production, 

developers would be guaranteed full occupancy while allowance recipients 

would be guaranteed decent and satisfactory housing. 
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CHAPTER 6 

DOES LOW-COST HOUSING HAVE A FUTURE? 

A 1970 report by the Comptroller General of the United States 

showed that in 32^ target cities, HUD's urban renewal program had demol

ished some 88,000 more housing units than had been constructed under all 

other HUD programs in these same cities (roughly 70 percent more demoli

tion than construction in these cities as a result of HUD activities). 

These figures are really not too startling, considering that the country 

has never had nor has cared to have an overall housing policy. It was 

not until I968 that there was any kind of qualified estimate of how much 

housing this country would need to provide all of its citizens with a 

decent place to live, and even the 1968 figure was very incomplete. Nor 

was there any breakdown of where the units were needed, what kinds they 

should be (although there was a figure for the number that would need 

subsidization), for whom they should be, and no resource planning for 

implementation of this goal. Not surprising, either, there is even to

day nothing that vaguely resembles a true housing plan to Implement the 

1968 Housing Act goal of "a decent home and suitable living environment 

for every American family." Studies of housing needs of each metropoli

tan and rural region of the country are nonexistent and without such 

studies a housing plan with the necessary specificity cannot be devel

oped. There also exist no standards to define what decent housing and 

suitable living environments are. What seems to be needed is a national 
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housing and residential environment code. Such a code could specify, 

and make operational, the meaning of and standards for terms such as 

"dwelling quality", "space standards" (which are specified to an extent 

for FHA-insured houses in the FHA Minimum Property Standards), "ability 

to pay standards", "standards for neighborhood environments" (including 

community facilities, municipal services, transportation, open space, 

etc.), "locational criteria" (including access to employment and other 

services), "climatic and environmental response standards", and "durabil 

ity standards". 

High costs of implementation are, in all probability, the major 

reason for the absence of such a plan. As many as 25 million families— 

40 percent of the nation's popu1 ation--may be eligible for some form of 

federal subsidies under current programs, says the Third Annual Report 

on National Housing Goals (U. S. Congress, House, 1971, p. 221) which 

went on to note: 

If all eligible families were subsidized, the cost could be 
astronomical .... Since it is doubtful that the public, and 
hence the Congress, will be prepared to accept the staggering 
budgetary cost of a more global coverage toward which present 
housing subsidy programs may be forced to head, the time to 
make needed changes Is rapidly approaching. 

A possible example of the "needed changes" is the redirection of federal 

housing policy away from public housing toward housing allowances. Pub

lic houstng, for all its defects and problems, was the one program which 

added to the supply of decent housing "for the poor. The financial dif

ficulties in all areas of the program and the federal government's res is 

tence in implementing the Brooke Amendments are possible indications of 

the true costs of decently housing the poor, and the public's reluctance 

to pay these costs. 
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The Third Annual Report on National Housing Goals also implied 

that the federal government is spending too much for housing—specifi

cally regarding Sections 235 and 236 programs—when it warned (Congress, 

1971, p. 24): 

Clearly, the public interest demands that the federal govern
ment not stand impassively at the cash register and continue 
to pay whatever is necessary to feed runaway inflation of 
housing costs. 

The truth of the matter is, that if the nation's housing problems are to 

be solved, government expenditures will have to be increased substan

tially. The costs of solving the problems may, in the long run, be far 

less than the costs of not solving them. The "needed changes", however, 

apparently are not seen as any government action to counter the housing 

cost inflation by exercising controls on land speculation and providing 

direct government loans for the development of housing. 

The same Report also emphasized a rather perverse concept of 

equity in federal housing aid, noting the cost on a per-household basis 

if those receiving aid, stating (Congress, 1971, p. 2 k ) :  

. . . it will be difficult to continue favoring a select few 
In the population while the rest of the nation is left to seek 
decent housing completely on its own. 

Equity here means, apparently, the existing subsidies be spread out to 

include everybody—rich, mlddIe-income, and poor. Equity Is a good 

thing and a very desirable goal, tt is not at all inconsistent with 

providing decent housing conditions for low-income families if it means 

equity in decent housing and not in subsidies received. 

The nation has never calculated the costs of providing ALL of 

its people with decent homes and suitable living environments. The costs 



116 

would seem staggering (compared to what they are now) until they are 

compared with, for instance, the GNP or the annual defense budget, 

Cochran and Rucker (1973) estimate that the costs to bridge the gap in 

housing costs would be from $9*5 billion to $25 billion annually (based 

on 1968 Income distribution figures), depending on the rate of infla

tion—probably twice that In today's economy. But even In today's terms, 

the costs would be roughly one-third of the present defense budget. 

Special Interest groups In finance, construction, and real es

tate have, essentially, taken over the housing system at all governmen

tal levels, locally and nationally, in the absence of any rational 

national housing policy to satisfy social needs. John Herbers of the 

New York Times (Jan. 3, 1972) noted: 

Unusually close ties [exist] between the commercial interests 
which want to see the [housing] programs continue essentially 
unchanged, and members of Congress responsible for drafting 
legislation . . . . Housing has become an insiders' game, 
with the Banking and Currency Committees of Congress giving 
lobbying interests pretty much what they wanted in one omnibus 
housing act after another, with little contributed by consumers 
and little public notice of what was going on. . . . The sub
committees that write the housing laws have had little public 
scrutiny. 

There are few national leaders who are primarily identified with decent 

housing as a national goal (among them former Senator Eugene McCarthy), 

and virtually no interest group that primarily represents the housing 

consumer. 

Only if the national housing goal is accepted as a RIGHT that 

can be demanded politically, if not legally, will a detailed plan to 

attain the goal, backed by the commitment of resources and the Institu

tional and economic changes necessary to implement the plan, come to 
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fruition. But the deeply rooted feelings about the meaning of housing 

and about race and class in America conflicts vehemently with any notion 

of decent housing being a right. A decent place to live, especially If 

it is an owned home, is something that must be "earned" through struggle 

and hard work, and this ethic Is a major obstacle in the way of achieving 

these goals through comprehensive planning and large government subsidies. 

The opposition to the Section 235 homeownership program for moderate-

income families would come, as Li I ley (1971, p. ^32) said: 

. . . from the lower-middle class homeowners, who are going to 
be writing their Congressmen about how they worked and saved to 
buy a house, and now some guy, with none of that blood and sweat, 
has gotten a subsidy for an even newer house. These subsidies 
are going to get resented, especially by the guy at the end of 
the line who is Just a little bit too rich to qualify for the 
program. 

Interestingly enough, there was actually little of this type of resent

ment for the program because while expensive, it didn't provide the kind 

of house or housing situation that even approached the American ideal. 

A way to quiet resentment toward housing programs might be to ex

pand the program to cover all of those people who can't obtain a decent 

place to live without government aid. Another way might be to educate 

the whole community to the indirect benefits they would enjoy with the 

elimination of slum conditions when all residents are provided with 

decent living conditions. 

An even greater obstacle in achieving the national goal are the 

issues of race and class which underlie any discussion of residential 

patterns in this country. A substantial degree of racial and socioeco

nomic heterogeneity would take place in any program that gave people a 

real choice in Where they could live. Lower Income people would move to 
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take advantage of employment opportunities and amenities formerly closed 

to them. The form of this heterogeneity would depend, as Gans (1961) 

points out, on segregation along social class lines based on differing 

class values and patterns with respect to chiId-rearing, schooling, 

neighboring and spatial orientations, and other aspects of life-style to 

the extent that these conflicts were real and Insoluble, or were merely 

true preferences for homogeneity. The heterogeneity could come about on 

a "coarse-grained" basis (homogeneous enclaves scattered throughout an 

area), or "fine-grained" (heterogeneity within each neighborhood). Also 

given real choices, it is not known whether non-whites would leave the 

slum areas because of the increasing non-white dominance in the central 

cities and the economic and political gains coming from this dominance. 

What is known is that a large proportion of whlte fami1ies would join 

the suburban exodus to get better housing, open space, homeownership, 

better schools and public services, lower taxes, and the other presumed 

benefits of the suburban American dream. If non-whites did move out of 

the central cities, it might prove a much better and more direct integra

tion than is now provided by the highly Inefficient and more than some

what absurd system of bussing school children all around. 

The job potential that a national housing plan could create would 

be an additional source of support for the plan, as jobs as well as hous

ing are critical needs of the poor, and a program that provided both 

would be ideal. However, the present situation in the construction labor 

force is one of restrictiveness and fear. Union entry, for non-whites 

especially, is severely constricted and union officials fear short-term 

programs that require expansion of the labor force, but when ended leave 
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many workers unemployed. As Cooney (1971» p. 3) points out: 

If f'm In the union now, 1 know that if we can just keep 
construction at the present level, I'm going to work for the 
rest of my lffe. On the other hand, If we suddenly expand 
the Industry, and take Tn twice as many men in the carpenters' 
union, and then go into the bust period everything becomes un
certain, seniority does not prevail, maybe I lose my job to a 
younger carpenter. So my basic position is only build enough, 
only expand the union to the level of construction on which 
we've been operating. 

Long-term building programs, with provisions for ongoing mainte

nance, continuous replacement of obsolete housing stock, and adequate 

levels of new construction to house the increasing population, could 

provide the job stability these workers rightly demand and would reduce 

their objections to additions to their labor force. The National Asso

ciation of Home Builders (NAHB) in Economic News Notes (1970) states 

that each new home built provides about two person-years of employment 

(one year on site and one off site). Construction of 26 million new 

housing units would mean 52 million person-years of employment, a figure 

which would be substantially increased when rehabilitation and ongoing 

maintenance of housing are added to the picture. Construction is ideal 

for on-the-job training and could provide both jobs and economic mobil

ity for the low-income unemployed or underemployed. Programs controlled 

by the local community to tie training and jobs for local residents with 

community renewal could solve several major problems simultaneously. On 

the national level, a push for a country without slums, combined with a 

movement for Jobs for everyone seems to have great possibilities. 

"The hard truth Is that there is absolutely no way, with current 

tools, procedures, and appropriations, of solving America's basic shelter 

problems." The truth of the preceding statement written by Ada Louise 
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Huxtable (1969), needs to be very clearly comprehended. Expenditures 

are minute compared to the need at the governmental level, and the 

needed intervention and control over the housing system has not been 

accepted or even promulgated. The need for profits (usually excessive) 

from housing production by the private sector—land speculation, money 

lending, and development—are diametrically opposed to the HUMAN RIGHT 

to live decently. The right to decent housing needs to be legislated 

and implemented. It is essentially a political question and not a mat

ter for further studies or commissions. Many of the steps needed to 

attain the national goal have already been laid out by the President's 

Committee on Urban Housing, the National Advisory Commission on Civil 

Disorder, and the National Commission on Urban Problems, but these have 

been largely ignored. 

The basic issues of resource distribution and political control 

need to be faced squarely If millions of American families are not to be 

relegated to substandard living conditions and excessive housing costs 

permanently. 

America is touted as the land of the free, but free none of us 

are as long as even one of us is not free from hunger, free from dis

crimination, free from fear of illness (medical care), free from need 

for clothing, transportation, and especially decent housing. 
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CHAPTER 7 

HOUSING BY PEOPLE1 

There are two spiritual dangers in not owning a 
farm. One is the danger of supposing that breakfast 
comes from the grocery, and the other that heat comes 
from the furnace. 

—A1do Leopold, A Sand Country Almanac 

Owner-built housing, self-help housing, and sweat-equity housing 

are terms relatively descriptive of the process involved in building or 

rehabilitating one's own home in whole or in part. These terms are also 

indicative of a real involvement in the home and the process, rather than 

the more traditional method of merely paying money to have a house built 

or buying a ready-built tract house. "Self-help housing" is, more often 

than not, used in a vague way to denote any one of several procedures or 

activities. Manual self-help, where the owner-builder participates in 

the actual construction is the ultimate but not the only form. It can 

also mean a process by which the owner-builder acting as his own general 

contractor plans, organizes, and supervises the house construction. A 

third meaning of the term, known as cooperative self-help housing, is a 

process where a group of people is responsible for managing the con

struction of several houses with the individual owners participating in 

whatever activities they are capable of performing, from clean-up to 

painting or working as a skilled or unskilled laborer. 

^With thanks to John F. C. Turner, who got there before I did. 
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Importance of Owner Participation 

The rationale behind people helping to plan and/or build their 

own homes (and communities) goes back to the ideology of our pioneer 

roots of self-sufficiency for several important reasons. First, when 

people have a share In the planning and building process, they enjoy 

their residential settings more because each home conforms to the indi

vidual's life-style, ideals, and needs. 

Owner-builders bring their lives into an Interaction with their 

physical environment. They have more possibilities for self-decision, 

self-determination, and control of the degree of involvement with their 

home both during and after construction. They have the option of creating 

home spatial orders that may be rigid or open and expansive. They may 

choose to embrace the outer world or exclude it, choosing instead intro

spection and reflection on inner experience. By means of the spatial or

ders chosen, they may include or exclude those they live with. In design

ing their own spatial orders and in seeking their home's location on the 

earth, they expend their community experience and become not only archi

tects of their homes, but even more Important, of their lives as well. 

Moreover, when a person enjoys their environment, each is much more apt 

to take care of and maintain it, thus extending the opportunity for hav

ing a decent home and suitable environment. When people don't have some 

part in the process, on the other hand, options are excluded and there is 

a tendency for the house to become a mere commodity, or worse, a specula

tive investment. As Charles Moore and Kent Bloomer wrote in Body, Memory, 

and Architecture (1977, p- 105) of housing: 
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If architecture, the making of Places, Is as we propose a 
matter of extending the inner landscape of human beings into 
the world In ways that are comprehensible, experiential, and 
inhabitable, and if the architectural world is rich in instances 
of this success, what then is so dramatically wrong with the way 
we build today? Why do people not like their houses and apart
ments? 

What Is missing from our dwellings today are the potential 
transactions between body, imagination and environment. It is 
absurdly easy to build, and appallingly easy to build badly. 
The norm has become rooms maintained at a constant temperature 
without any verticality or outlook or sunshine or breeze or dis
cernible source of heat or center or, alas, meaning. These 
homogeneous environments require little of us, and they give 
little In return besides the shelter of a cubical cocoon. 

Second, the concept of self-help housing is one that maintains a 

belief that people or networks of people can get and maintain control of 

their environments, and order them in some intelligent fashion without 

so-called experts telling them what they need, want, or "should" have. 

Experts are necessary as the basis for a program of guided self-help, to 

provide planning and technical assistance, to teach easily learned home-

building skills, and to provide these services at much reduced fees. 

For instance, the part played by the general contractor, a relative new

comer to the homebuildlng field, of staging and organizing the work and 

assuming responsibility for satisfactory completion of the house at the 

budgeted cost, can with minimal assistance be done by the owner-builder, 

with a resultant savings of 10 to 30 percent on the cost of the house. 

People participation can lead to a process of re-educating the 

experts, the architects, planners, and administrators directly involved 

in the project. Through years of technical training, most of these ex

perts have, in all probability, lost (If they ever had) their capacity 

to empathize with the points of view of the low-income persons. 
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Participation with self-help projects may give them-~the experts—a new 

perspective on their part in the process, namely, to provide guidance, 

assistance, and advice on the project, but not to take It over and make 

it theirs. People who are already "under the thumb" of society and who 

are then forced to adapt to someone else's idea of how they "should" 

live are apt to become even more unhappy due to the non-understanding 

of their life-style, needs, and personal desires. As an illustration, 

John Neihardt (1961, p. 198) transcribed the unbalanced and inhospi

table feelings of Black Elk, an Oglala Sioux medicine man, when re

quired to live as the white man does: 

You have noticed that everything an Indian does is in a circle, 
and that is because the Power of the World always works in 
circles .... In the old days when we were a strong and happy 
people, all our power came to us from the sacred hoop of the 
nation, and so long as the hoop was unbroken the people flour
ished .... Birds make their nests in circles, for theirs is 
the same religion as ours. The sun comes forth and goes down 
again in a circle. The moon does the same, and both are round. 
. . . Our teepees were round like the nests of birds, and these 
were always set in a circle, the nation's hoop, a nest of many 
nests, where the Great Spirit meant for us to hatch our chil
dren. But the [white man has] put us in these square boxes. 
Our power is gone and we are dying, for the power is not in us 
anymore. 

Third, perhaps unwittingly, the statement of Black Elk touched 

on a basic yet tacit reason those in power (government, housing authori

ties, etc.) are against the idea of self-help housing, even though they 

verbally espouse the virtues of the idea. When the poor have no say in 

how they will live, they are much easier to keep powerless, voiceless, 

and in line. The process of self-help itself can help, build the self-

enabling character and cooperative spirit of the community. Facing prob

lems and finding solutions lead to greater self-assurance and pride In 
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the ability to act productively. Further, when people learn to operate 

within and even manipulate the Institutions of modern society, to inter

act as equals with its technicians, managers, and government officials, 

and to solve the technological problems and deal with complex bureau

cratic structures, they grow as individuals and are much more able to 

cope with other aspects of life—which, in fact, seems to correspond to 

our original democratic ideology. 

Owner-built Housing 

In light of the lack of or failures of governmental subsidies and 

programs for homeownership, owner-built housing in its several forms may 

be one of the only ways to put housing within reach of low-income fami

lies by reducing substantially the cost of building and the life cycle 

finance costs. Savings on construction costs with owner-built housing is 

In the range of 20 percent to over 50 percent (Turner and Flchter, 1972) 

when compared to the construction costs of developer-built housing—more, 

when compared to custom-built—depending on the amount of labor the 

owner-builder does in the course of construction. These savings, of 

course, do not include any of this labor-earned equity (time) the owner 

may invest in the house. Owner-builder's time used in labor is also 

fairly efficient, taking an average of about 1.25 man-hours of work to 

accomplish what a professional does in one man-hour (Turner and Fichter, 

1972). But what the owner-builder has is time, and as a matter of fact 

much of the savings in homebuildlng comes about from converting money to 

time. This conversion occurs In all phases of the project, administra

tion, management, and labor; the owner-builder Is, by definition, willing 

to spend time when this will save money. 
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Savings can occur through more efficient planning as a result of 

much clearer identification of the family's needs by the family itself. 

Savings also occur because the typical owner-built house is from ten per

cent to 20 percent smaller than those built by developers (Turner and 

Fichter, 1972). Although the owner-built house has as many bedrooms as 

the developer-built house, second and third bathrooms are generally 

omitted, as are garages or carports and air-conditioning systems (but not 

heating systems or other essential items). Appliances in the owner-built 

house tend to be fewer in number (omission of trash compactors, automatic 

dishwashers, garbage disposals, and possibly clothes dryers), but are as 

high or higher in terms of quality as developer*-bui 11 houses. Generally 

the quality of the owner-built house is as good or better than surround

ing developer-built housing, and is fairly indistinguishable from the 

developer- or custom-built housing of the same market value in the same 

locale (Turner and Fichter, 1972). The owner-builder also can utilize 

friends (unpaid labor) and craftspersons who are moonlighting (lower-

paid labor), can wait for sales on materials and can trv methods or sys

tems of building that would be too costly or time consuming for the 

developer-builder to even bother with, all to further lower construction 

costs. Adjustment of priorities to needs and the amount of available 

capital, spending time in place of money, and using resources of materi

als, labor, and methodologies generally unavailable to the developer-

builder are major means that the owner-builder has at his/her disposal 

to lower the costs of building. 

Another form of owner-building activity is that known as mutual 

self-help or cooperative owner-built housing. This is a process whereby 
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a group of owner-builders combine their cumulative available resources 

to an even greater mutual advantage. The process allows further options 

such as division of labor or tasks, improved bargaining power In the pur

chase of land and materials, lowered individual cost when employing any 

necessary professionals, and collective administration and decision

making. Cooperative construction can educate group members to assume in

dividual responsibility within the group, to accept assigned duties, 

maintain schedules, and comply with majority decisions and it therefore 

becomes an Important social integration factor. Cooperative construction 

follows the old adage that "many hands make light work" and may also help 

to raise housing standards and amenities to a level higher than would be 

possible for a single family to achieve. 

Owner-builders, thinking of the houses in terms of their own 

lives instead of In terms of just another of many houses, are the experts 

on their own balance of needs, priorities, time, energy, and available 

resources. They can do what no tract housebuilder could possibly do for 

them in terms of creating a desirable and feasible living environment. 

In so doing, the owner-builder's home becomes much more than simply a 

place to eat, sleep, and watch television; it becomes a way of life ex

pressive of a different set of values inherent in the need to build one's 

own house, the need for independence, autonomy, self-sufficiency, and the 

need to control one's own environment to counteract the stresses of 

everyday vagaries encountered living In our society. 

The lower-income owner-builder can become, at least in terms of 

homeownership, equal to the higher-income segments of society by paying 

the costs of time taken from recreation, career, and monetary advancement, 
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and possibly, though not necessarily, from family life (owner-building 

has a tendency to become a family affair). By so doing this family can 

afford housing that people of equivalent incomes cannot afford to buy. 

Another problem with buying a ready-built home is that the buyer has, in 

general, only two options available; either take the product (the home) 

offered as it is, or leave it. This is in contrast to the owner-builder 

who has options in making any changes and adjustments in materials, 

techniques, or planning needed or desired as the project moves along, 

without affecting much except time, which is the greatest asset of the 

owner-builder. The home buyer has, of course, the option of remodeling 

or adding on to the house, but both of these processes cost a great deal 

of money in addition to the original cost of the house; and money is a 

commodity in real shortage for lower-income families. 

The owner-builder also becomes part of an efficient, self-forming, 

self-actualizing, and extensive although informal network of supply, in

formation, and advice as suppliers and other owner-builders become, in 

effect, teachers. The owner-builder gets a very comprehensive education 

during the construction process, easing future maintenance and upkeep, 

giving him conf i dence—and pride—In doing so. This owner-builder has 

exercised his/her own potential to assume responsibility and to make de

cisions, all options denied the buyer who is the recipient of an assem

bled product of fairly unknown quality and makeup. The owner-builder also 

has a further option not available to the home purchaser. It is that the 

owner-builder may choose to build only enough of the house to live in at 

the time, i.e., a living core, while construction of the remainder of the 
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house is being completed or until financial resources can be accumulated 

in order to finish the house. 

The importance of options to a sense of well-being is well 

stated by Turner and Fichter (1972, p. 241): 

When dwellers control the major decisions and are free to make 
their own contributions in the design, construction, or manage
ment of their housing, both this process and the environment 
produced stimulate individual and social well-being. When 
people have no control over nor responsibility for key deci
sions in the housing process, on the other hand, dwelling en
vironments may instead become a barrier to personal fulfillment 
and a burden on the economy. 

In other words, the initiative, sense of being able, pride of accomplish-

ment, and general sense of well-being may in fact be enough for the low-

income homeowner to break out of the mental trap of poverty, thus 

enabling the transition to becoming useful, productive members of society. 

Barriers to Owner-building 

So, if owner-building is such a good thing why isn't there more 

of it going on? The reasons are several; the bureaucratic reasons are 

all essentially based on the same premise which is that people, especial-

ly the poor, cannot decide or do what is best for themselves and there-

fore shouldn't be allowed to do either. The restrictive and exclusionary 

nature of building codes has been discussed in Chapter 3, New Housing. 

Another bureaucratic reason is based on the discriminatory nature of fed-

eral mortgage insurance practices. The FHA and the VA assist in the pur-

chase of over 35 percent of the developer-built tract homes constructed 

in this country and almost 12 percent of the custom-built homes (although 

presumably due to the custom home market's affluence purchasers don't 

need assistance), while assisting in the purchase of less than 6 percent 
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of the owner-built homes (U. S. Bureau of the Densus, Department of Com

merce with the Department of housing and Urban Development, Construction 

Reports C-25 Series, 1968). This, In spite of the emphasis on self-help 

techniques in the introduction to the 1968 Housing Act (U. S. Congress, 

Par. 170It) which established the Section 235 program: 

The Congress declares that in the administration of those hous
ing programs authorized by this Act which are designed to assist 
families with incomes so low that they could not otherwise de
cently house themselves, and of other Government programs 
designed to assist in the provision of housing for such families, 
the highest priority and emphasis should be given to meeting the 
housing needs of those families for which the national goal has 
not become a reality; and in carrying out of such programs there 
should be the fullest practicable utilization of the resources 
and capabi1i ties of private enterprise and of individual self-
help techniques. (Emphasis added.) 

There is, however, no mention of self-help within the program itself, and 

the FHA seems to have taken the reference to private enterprise to heart 

while ignoring the reference to self-help techniques. 

The answer as to why they (FHA and VA) don't assist more owner-

built home financing is not due to any risk involved as conventional 

mortgage loans are almost as readily available to owner-builders as to 

developer-built housing purchasers through commercial banks and savings 

and loan associations. It appears that the problem is one of scale and 

time management rather than risk, as one single owner-builder application 

will probably require as much time to process as a great many submitted 

by a single developer. The fallacy here is the belief that owner-built 

homes won't go very far in answering the nation's housing needs. Avail

able statistics show otherwise. Owner-built homes account for roughly 

160,000 new homes per year, which is equivalent to 20 percent of all new 

housing and 12 percent of all housing each year (U. S. Census et al. 
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Construction Reports C-25 Series, 1968). This, it would seem, is a sub

stantial contribution to low-income housing, and the contribution could 

be even greater with removal of the bureaucratic barricades. As a matter 

of fact, if these hurdles were removed, and considering the 20 percent to 

50 percent savings previously mentioned, it has been roughly estimated 

that as many as 9 million low-income families to whom homeownership is 

not presently available could be homeowners by using owner-builder tech

niques (Turner and Fichter, 1972.) 

Further objections to any increase in owner-built housing, which 

declined to its present level in the 20-year period from 19^9, when it 

accounted for over 30 percent of all single family houses (Housing and 

Home Finance Agency, 1959, Ideas and Methods Exchange Bulletin No. 5*0, 

come from the real estate and homebuilding industries. These groups ob

viously don't appreciate losing what they see as potential profits from 

this segment of the market and just as obviously don't want to see this 

type of activity increased. What members of these industries don't seem 

to realize Is that if these houses weren't owner-built the involved fami

lies couldn't afford housing at all and that the majority of any increase 

in owner-builder activity would still come from those parts of the popu

lation which can't afford to buy developer-built housing in any case. 

Owner-built housing would seem to represent the best hope for 

housing millions of low-income families, and the only required participa

tion by government would be in the form of enabling legislation to make 

low or no cost capital directly available to allow this activity to con

tinue or even increase. The labor and talent expended in owner-building 

activity presents no additional burden on society and may, in fact, 
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decrease the present burden that society carries to support low-income 

families. Further, the skills the owner-builder acquires in the process 

of building could very well be marketable, allowing th^ unemployed and 

underemployed to get work paying decent wages, decreasing society's bur

den even more. Owner-building activity, especially for the low-income, 

also represents participation in the basic human desire to exercise con

trol over one's own living environment by increasing options available, 

which in turn leads to greater satisfaction and independence by allowing 

greater control over daily activities. This activity could be the neces

sary break in the vicious circle of poverty which, as has been previously 

shown, is a considerable drain on the nation's resources. 

The August 1969 U. S. Department of HUD, Report to Congress, 

stated that of 27 housing programs studied, nine were self-help or cooper

ative self-help programs, and that these had been successfully constructed 

in various climates in both urban and rural locales by people of a wide 

variety of racial origins, social classes, and income levels. The report 

went on to say that the major difference between developer-built and 

owner-built projects was in the speed rather than the overall quality of 

the work, and that the equity-to-income ratio for owner-builders was ex

ceptionally high along with a substantial reduction of costs to the owners 

as well as to the public as a whole (HUD, 1969, p. 36): 

It Is evident that self-help methods, properly applied, increase 
housing production, decrease costs to the user and to the public, 
and contribute to the elimination of the symptoms and causes of 
poverty. (Emphasis added.) 



135 

Government Intervention 

The apparent change of polemic from approaches in the previous 

chapters calling for greater intervention by the government to an ap

proach in this chapter which, at first glance, seems to exclude this 

self-same intervention Is, upon deeper investigation, no reversal at all. 

The same levels of federal funding of owner-built housing as has been put 

forth for previous housing programs could lead to very substantial in

creases in housing for low-income families far beyond the cumulative 

increases effected by all of the previous housing programs heretofore 

funded. Past federal programs which sought to effect change through pri

vate enterprise were all essentially failures except for those lenders, 

speculators, and developers who became rather wealthy at the expense of 

government as well as those families the programs were intended to help. 

For instance, it is immediately obvious, considering the savings 

brought about by the elimination of the profit and overhead of the gener

al contractor through the process of owner-building alone, that the same 

monies could have financed ^tO to 100 percent more housinq units. This 

does not begin to consider the savings for additional housing units which 

could have been built for the cost to the government of the various fed

eral interest subsidies, interim (construction) financing, "rip-off" land 

prices, and disproportionate profits of developers and speculators. It 

would seem that far better use of the funds for some of these housing 

programs could be made through a program of direct no- or low-interest 

loans to owner-builders. How could a program like this happen with 

guarantees that the products would be finished and built so as to maintain 

standards of decent home and suitable living environment? 
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The program should start with the establishment, through HUD, of 

a Housing Assistance Building Service (HABS) for the purpose of guiding, 

aiding, and financing low-income, owner-builder housing. HABS would re

main the province of the federal government from the national down to 

the local level (much like the operation of the Federal Bureau of Inves

tigation), thereby eliminating the middleman concept of state, county, 

and municipal control which leads to overlapping operations, high admin

istrative costs, political infighting, graft, inactivity, and general 

confusion all characteristic of past programs. HABS field advisors would 

assist cl ie'nt-fami 1 ies on a one-to-one basis from the families' first in

quiry to the time they moved into their home, thus eliminating reliance 

on others for information regarding that family and their progress through

out the process. This, obviously, would necessitate that each advisor's 

client load be kept low enough to provide the varying degrees of personal 

attention necessary for each family. 

At the national level the HABS would be responsible for conducting 

research on methodologies and techniques for owner-building, their appro

priateness to the various geographic and climatic regions of the country, 

for researching new materials and new uses of existing materials for 

owner-building. They would further be responsible for the publication and 

dissemination of the results of this research and other information, the 

elimination of the barriers to owner-building (network or system manipula

tion), and administration of the program in general, as well as to provide 

support services to the local field offices. HABS, at the national level, 

could also provide and allocate grants to state universities and local 

community colleges for the purpose of establishing and/or expanding 
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already existing classes and practical experience workshops on the 

various aspects of the owner-builder and owner-rehabilitation process, 

energy and resource conservation techniques, and solar, geothermal, wind 

generation, and earth integration applications and techniques. These 

classes and workshops might also considerably expand general community 

awareness, understanding, and interest in these areas. 

At the local level, HABS field offices would provide a wide 

range of services from advertising and disseminating information about 

the program to providing technical and financial information and assis

tance for owner-building and owner-rehabi1itation projects. The HABS ad

visor is the key person in the system and would have to be free from 

political pressure and government constraints. This could be accom

plished by using VISTA (Volunteers In Service To America) architects or 

builders as HABS facilitators/advisors or by utilizing the services of 

local Community Design Centers (CDCs) where they exist. 

The HABS advisor, in assisting low- and mode rate-income owner-

buiIders/rehabilitators, would start the process by taking an application 

from and then qualifying the client family. Upper-income qualifications 

should probably be based on the income statistics from the Department of 

Labor (published each year) which give income requirements for families 

of various sizes to provide basic needs. After qualifying the client fam

ily, the advisor would then assist them in selecting and acquiring the 

desired site or building for their project. The owner-buiIder/rehabi1i-

tator, during the process of selecting a site or building, would begin to 

experience the methodologies involved in making personal trade-offs be

tween such factors as price, location, access to work, transportation, 
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community services, and facilities which would stand them in good stead 

for future decision making, both regarding their own dwelling environ

ment as well as every day decisions. Once the site/building was ac

quired, the field advisor would then assist the client family with the 

planning of their home, the materials to be used, and the costs and 

necessary trade-offs involved in the planning process. During and fol

lowing the planning phase of assistance, the field advisor could make 

available to the client family publications and information on owner-

builder/ rehabi1itator construction techniques and methodologies, and en

roll and subsidize them in classes and workshops as well as to expose 

them to the network of building sources and material suppliers that might 

be available in the community. Throughout the construction/rehabilita

tion process, the field advisor would be available to help with problem-

solving in the form of on-site technical assistance by making frequent 

and regular visits to the building site. The advisor would also assist 

the family in obtaining necessary permits, and HABS would, if necessary, 

subsidize the payment of permit and other fees that might be required 

and help the owner-builder in working with on-site building inspectors 

and any subcontractors which might be used. 

At both the national and local levels, HABS would provide neces

sary financial and legal assistance. Legal assistance for property trans

fer, deeds, title searches, liability, etc., would be provided through a 

local legal aid organization, neighborhood law offices, or through local 

attorneys regulated and subsidized by HABS. The financial assistance 

provided by HABS would undoubtedly be the key to the overall success of 

the program. This aid should be in the form of direct and, preferably, 
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no-Interest 10- to 40-year loans from a revolving HABS loan fund to the 

client families. This would fit with the general concept of taxation by 

taking money from a locale and making it available to the individual. 

The loans would be administered by the local HABS field office. No-

interest loans are a necessity because, as is generally recognized, loan 

interest is the largest single expense involved in home loans. As Ken 

Kern in The Owner Built Home (1975, p. 2) stated: 

A building loan is a type of legalized robbery. More than any 
other agency, banks have been successful in reducing would-be 
democratic man to a state of perpetual serfdom. The banks have 
supported and helped to determine social and political conven
tions and have amassed phenomenal fortunes through unearned in
crement. . . . Most people who fall into this trap fail to 
realize that accumulating interest on their 30-year mortgage 
comes to more than double the market value of their house! If 
one expects any success at all with keeping costs of his new 
home down to a reasonable price one must be entirely free from 
interest rates. (Emplv.s i s added.) 

And in his book. Love in the Mortar Joints, Millard Fuller (1980, p. 91) 

says it another way: 

The concept of no profit and no interest is absolutely essen
tial in building homes for the poor. Interest is a burden 
that keeps poor people locked into their situation. It is a 
great barrier that they cannot climb over to escape their 
miserable lifestyle. 

Loan repayment types would be structured to fit the economic re

sources of the individual client family and might even include an option 

of deferring loan payments until such time as the family's economic po

sition increased to a point that they could afford to make loan payments, 

or even deferring loan repayment until the house was sold or otherwise 

changed hands. The client family's economic position would have to be 

reviewed each year and their repayment schedule could then be adjusted 

to fit their resources. HABS would also have to establish an insurance 
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fund Itself, or subsidize other forms of insurance to meet the various 

construction and homeowner insurance needs, as an integral part-of the 

program. 

Obviously there are problems attendant with this type of delivery 

system. The key to avoiding these problems is close contact and communi

cation with respect to costs, Intent, charges, and the sequencing of the 

project between the HAB5 advisor and the client family. 

The HABS program is not put forth to supplant conventional, FHA, 

VA, or other loan programs for the middle- and upper-income housing mar

kets, but only as an adjunct to other programs to make available decent 

housing for the low- and moderate-income housing needs which exist for 

very large numbers of families who could not be involved in traditional 

markets in any case. The point here is that the position of those seg

ments of the free enterprise system involved in housing would not be 

harmed by the program, and some might very well be helped. 

• Possi bi1i ties 

There appears to be a nationwide predilection for the poor to 

have things done for them in the form of handouts from "benevolent" 

sources, governmental or private, rather than helping them to help them

selves by making necessary complementary resources, capital and otherwise 

available to them. This benevolence, or "noblesse oblige", amounts to 

little more than dictatorship, as the handout must be used as the source 

mandates under threat of withdrawal of that handout. This suppression of 

the poor is particularly onerous, because it obviates any chance for self 

improvement or self-determination leaving them powerless, dependent, and 

more to the point, keeping them "in line". 
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The purpose of a democratic government should not be to suppress 

the have-nots or burden them further, but instead should be to assist 

this segment of society to improve their situations, thereby allowing 

them to become equal, useful, productive, tax-paying members of society 

in general. Looking at past housing programs for the low- and moderate-

income recipients in this light, it should be immediately obvious that 

those programs which tried to help from Washington, D. C. were doomed to 

failure from the time they were legislated. Housing programs for low-

and moderate-income families need to be in the form of enabling legisla

tion (and the key here is DIRECT loans and subsidies) that would assist 

these families to help themselves through access to available local re

sources such as capital, technical expertise, guidance, and direction, 

much in the manner of the concept of Buddhist economics as put forth by 

E. F. Schumacher in Smal1 1s Beaut i ful (1973, P* 59): 

From the point of view of Buddhist economics, therefore, pro
duction from local resources for local needs is the most ra
tional way of economic life . . .so the Buddhist economist 
would hold that to satisfy human wants from faraway sources 
rather than from sources nearby signifies failure rather than 
success. 

The possibilities for long-term psychological, physical, and social suc

cess of programs aimed at helping disadvantaged people help themselves, 

especially in view of the failures of previous more conventional, free-

enterprise based programs would seem to suggest that If self-help type 

programs were at least given a chance to work, the results could be 

amazingly successful, and at far less cost to the government and ulti

mately to the taxpayer. 
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