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I. THE ESSENTIAL FACTS IN BRIEF

THE PRESIDENT'S BUDGET MESSAGE delivered to Congtess on
January 4, 1940, said:

“For the United States Housing Authority, $4,550,000 for

administrative expenses is made available from the funds of the
Authority.

“‘For the United States Housing Authority $15,000,000 will be
required out of the general fund of the Treasury, for the pay-
ment of annual contributions to public housing agencies.”’

To all who had read and heard various astronomical estimates about the
cost of the USHA program, the Budget message was a revelation. It
showed that aside from the reasonable administrative expenses of the
Authority as a Federal agency, the only cost of the USHA program to the
Federal Government for the fiscal year 1941, the whole sum included in the
Budget, the only amount that might conceivably enter into the national
debt or affect the taxpayer, was only $15,000,000.

This amounts to less than one-fifth of 1 percent of the total proposed
Budget of the Federal Government for the fiscal year 1941.

Turning to the United States Housing Act itself, one finds that the
USHA is prohibited from ever entering into annual contributions contracts
under the present program calling for aggregate contributions of more
than $28,000,000 in any one year. And even this figure of $28,000,000 is
the statutory maximum authorization to enter into contracts for annual
contributions or grants-in-aid to reduce rents. The actual net cost of the
USHA program to the Federal Government is much lower, for two reasons.

First of all, the statutory maximum authorization to enter into annual
contributions contracts far exceeds the actual net cost of the program unless,
contrary to present fact, there were paid in the case of every project the
maximum annual contributions authorized by the law, which are in
general 3% percent of the total capital cost of the project.! In the be-
ginning of the program, the USHA thought it would be necessary to pay
the maximum to get the rents low enough, and made arrangements accord-
ingly. But by now, on an increasing number of projects, carefully planned
economies in operation and management have led to the establishment of
operating budgets which achieve the desired low rents with far less than
the maximum annual contributions authorized by the law. Contrasted

! Under the law, the maximum authorized USHA annual contributions to a project would
be 1 percent above the going Federal rate of interest (the interest rate on Federal borrowings
having a term of 10 years or more) on the total capital cost of the project. To date under

this formula, the maximum authorized USHA annual contributions have ranged from 3% to
3% percent a year of the total capital cost of a project, and have averaged 334 percent.
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with the statutory maximum authorization of 3!/, percent, the annual
contributions actually planned for under operating budgets now being
approved have been reduced to an average of about 2.8 percent,' and in
some cases only 21/, to 2l/; percent, of the total cost of the projects.
This of course makes the actual cost of the program very much less than
if the maximum authorized annual contributions of 31/, percent were
paid.

The second reason why the actual net cost of the USHA program is much
lower than the statutory maximum authorization to enter into annual
contributions contracts is that, quite apart from paying annual contribu-
tions to reduce rents, the USHA performs the separate and distinct function
of a banker lending money to build houses. On these loans the USHA,
like any other banker who lends at a higher rate of interest than the rate
at which he borrows and has a good collection record, makes a tidy profit
each year. This profit does not make the whole USHA program ‘‘self-
liquidating,”” it does not prevent the program from costing the Government
anything, but it does help to make the net cost of the USHA program
considerably lower than the USHA annual contributions taken alone.

So much for the coming year. How about the future? The whole picture
may be summarized like this:

(1) The expansion of the USHA program as proposed in the bill which
passed the Senate in 1939 would add nothing to the Federal Budget or to
the statutory maximum annual contributions for the fiscal year 1941;

(2) The present USHA program at its peak beginning in 1943 involves
statutory maximum annual contributions of only $28,000,000 a year and a
probable net cost of only $13,400,000 a year, representing only about one-
third of 1 percent and one-sixth of 1 percent, respectively, of the total
Federal Budget proposed for the fiscal year 1941; ;

(3) The present USHA program plus the proposed expanded program
which passed the Senate in 1939 would at the peak beginning in 1946
involve statutory maximum annual contributions of only $73,000,000 a
year and a probable net cost of only $35,000,000 a year, representing only
about seven-eighths of 1 percent and two-fifths of 1 percent, respectively,
of the total Federal Budget proposed for the fiscal year 1941.

On the basis of these figures, the probable net annual cost of the USHA
program to the Federal Government is about $75 a year per family rehoused,
or about $18 to $20 a year per person rehoused.

These essential facts in brief are illustrated by the Chart on the opposite
page and are drawn from Table I on page 6.

1 The annual contributions under operating budgets now being approved will in fact average
considerably under 2.8 percent for the first 10 years of a project’s life (at the end of which time
the law requires reexamination of the amount of the annual contributions). The figure of 2.8
percent makes an allowance for somewhat higher annual contributions after the first 10 yeats
to cover higher repairs and replacements as the project grows older, although other factors,

such as an improvement in economic conditions or further savings in operating costs, may well
remove the necessity for increasing the annual contributions.
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COST OF USHA PROGRAM TO FEDERAL
GOVERNMENT
See Table 1

« == = Statutory maximum aufhorization for annual contributions (annual contributions all figured at statutory maximum author-
ization of 3}

Actual annual contributions (based on average rate of 2.8 % under operating budgets now being approved)

=mmmm Probable net cost (actual annual contributions less average likely profit on loans)

Fiscal Years gndheteatier

This chart shows the amount that would need to be gppropriated by
Congress in each year to cover the probable net cost of the program
(heavy black line). But the statntory maximum anthorization (dashed
line) to enter into annual contributions contracts for $28,000,000 under
present program and $73,000,000 under present program plus pro-
posed expanded program cannot be reduced to this net cost because (a)
the statutory maximum authorization to enter into annual contributions
contracts (dashed line) must cover the actual annual contributions paid
to local authorities (double line) as distinguished from the actual
annual contributions less the average likely profit on loans (i. e., the
net cost, heavy black line), and (b) the statutory maximum authorization
to enter into annual contributions contracts (dashed line) must cover
the possibility, contrary to operating budgets now being approved,
that the statutory maximum rate of annual contributions might become
necessary. The statutory maximum authorization to enter into annual
contributions contracts (dashed line) must therefore remain as indicated
in the chart if the program is not to be curtailed, although the probable
net cost (heavy black line) is much lower.
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Table I.

COST OF USHA PROGRAM TO FEDERAL GOVERNMENT"

(Excluding administrative expenses of Authority, averaging about $5,000,000 pet annum)

Under present program

Under present program plus proposed
expanded program which passed
Senate in 1939

Statutory maxi-

Statutory maxi-

FiscaL YEAR

mum authori-
zation for

annual contri-

butions (annual

contributions all

figured at maxi-
mum statutory

Actual annual
contributions
(based on average
rate of 2.8 percent
under operating
budgets now being

Probable net

cost 1 (actual an-
nual contributions

less average
likely profit on
loans)

mum authori-
zation for

annual contri-

butions (annual

contributions all

figured at maxi-
mum statutory

Actual annual
contributions
(based on average
rate of 2.8 percent
under operating
budgets now being

Probable net

cost! (actual an-
nual contributions

less average
likely profit on
loans)

approved)

authorization

of 3% percent)

authorization approved)

of 3% percent)

$5,000,000
15,000,000
25,000,000
28,000,000
28,000,000
28,000,000
28,000,000

$4,000,000
12,000,000
20,000,000
22,400,000
22,400,000
22,400,000
22,400,000

1946 and each year thereafter.

$2,400,000

7,200,000
12,000,000
13,400,000
13,400,000
13,400,000
13,400,000

$5,000,000
15,000,000
28,000,000
40,000,000
60,000,000
70,000,000
73,000,000

$4,000,000
12,000,000
22,400,000
32,000,000
48,000,000
56,000,000
58,400,000

$2,400,000

7,200,000
13,400,000
19,200,000
28,800,000
33,600,000
35,000,000

1 The probable net cost of the USHA Erogram is obtained by sub-

tracting the average annual profic made by the USHA on its capital
loan transactions from the actual USHA annual contributions. The
size of the profit on USHA capital loans depends of course upon the
rate of interest at which the USHA borrows the money to make these
Joans. To date the USHA has been borrowing at 1% percent and lend-
ing at a 3 percent average. Therefore, these percentages have been
used in calculating the average likely profit on USHA capital loans.
It is true that if the rate of interest on USHA borrowings went up,
the interest profit would go down. It is also true that if the local

authorities borrow more than 10 percent of the cost of their projects
from sources other than the USHA, the USHA capital loans and the
interest profit thereon will be correspondingly reduced. But how much
is entirely problematical and for present estimates present figures must
be used.” In any event, the actual annual contributions in Table I
would represent the only cost of the program even if there were no
interest profit at all; and these actual annual contributions could under
no possible circumstances exceed the statutory maximum authorization.

As to why the statutory maximum authorization is necessary, see
text under Chart on page 5.




II. THE USHA FINANCING PLAN:
GENERAL STATEMENT

EVERY PROJECT assisted by the USHA is initiated, built, owned, and
managed by local housing authorities established under State and local
law. The USHA builds no projects.

The USHA has two jobs to do, as different as day and night. One job
is public aid, to pay annual contributions or grants-in-aid to help make the
rents on completed local projects low enough for families of very low in-
come drawn from the slums. This function is essentially public in charac-
ter, and requires public action until incomes rise or the cost of housing
falls, or both. The other job is a strict banking matter, to lend money to
help construct these local projects because private investment has not yet
been made available in sufficient quantity to cover the whole capital cost
of housing projects. This banking or lending function should progressively
be assumed by a revitalized private investment, and the USHA is bending
every effort in this direction.

The capital loans and the annual contributions are two separate
transactions for two entirely different purposes. They involve different
contractual obligations and vary independently of one another. The
capital loans, the funds for home construction, are strictly repayable,
principal and interest. The annual contributions, the grants-in-aid to
reduce rents, are not repayable.

USHA Capital Loans

There are no grants ot subsidies toward the capital cost of building
USHA-assisted projects. Local projects atre built entirely with loan funds,
not more than 90 percent of the capital cost being botrowed from the
USHA, and not less than 10 percent of the capital cost being borrowed
from sources other than the Federal Government. All these loans, Federal
and local, are secured in full by all the revenues of the project and are
repayable in full with interest.!

The USHA is authorized to issue $800,000,000 worth of federally guar-
anteed bonds to the public to obtain the money to make these capital loans
to local housing authorities. The bill which passed the Senate in 1939

1 Under the law, USHA capital loans to local housing authorities must be at an interest rate
at least one-half percent higher than the rate of interest on the borrowings of the Federal

Government having a term of 10 years or more. USHA capital loans have thus far been made
at an interest rate ranging from 234 to 3% percent, and have averaged 3 percent.
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proposed to make another $800,000,000 available for capital loans in the
same manner. These sums represent absolutely no cost to the Fedetral
Government. They do not affect the Budget or the national debt. They
call for no taxes or appropriations.

Generally speaking, the USHA has been botrowing money from the
public at about 134 petcent and lending it to local housing authorities at
about 3 percent. This is the reason for the sizeable annual profit to the
USHA on the loan transaction, which serves to reduce and partly offset the
cost of the USHA annual contributions (see Chart on page 5 and Table I).

USHA Annual Contributions or Grants-in-Aid

After a local project is built and occupied, the USHA each year pays
annual contributions ! or grants-in-aid to cover part of the difference
between the rents which slum dwellers can afford to pay and the total
charges necessary to cover debt retirement, operating costs, utility charges,
maintenance, repairs, replacements, taxes, etc., which total charges may
be called the economic rent. The rents paid by the occupants, plus the
Federal and local annual contributions, cover the total charges making up
the economic rent.

It is thus clear that the annual contributions or grants-in-aid represent
the only possible cost of the USHA program to the Federal Government.
As shown in Table I, the present law limits these absolutely to a statutory
maximum authorization of $28,000,000 a year; the bill which passed the
Senate in 1939 would authorize only another $45,000,000; and both of
these sums, while their authorization in full is necessary to conduct the
program, as shown in the Chart on page 5 and Table I, are reduced in
two ways: (a) by the payment of contributions averaging only 2.8 percent
instead of the 3.5 percent maximum authorized by the law; and (b) by the
likely average profit on USHA capital loan transactions.

The Chart on the opposite page contrasts Federal expenditures for
public housing with those for various other purposes.

! Under the law, the maximum authorized USHA annual contributions to a project would
be 1 percent above the going Federal rate of interest (the interest rate on Federal borrowings
having a term of 10 years or more) on the total capital cost of the project. To date under this
formula, the maximum USHA annual contributions authorized by the law have ranged from
3% to 3% percent a year of the total cost of a project, and have averaged 3% percent. However,
on an increasing number of projects, operating budgets are being established based upon econo-
mies in operation and management which will achieve the desired low rents with far less than
the maximum annual contribution authorized by the law. Already, the annual contribution
anticipated under operating budgets now being approved has been reduced to an average of
about 2.8 percent, and in some cases only 2} to 234 percent, of the total capital cost of the
projects.
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$2,182,000,000

Annual Federal Expenditures
for Various Purposes

$177,000,000

otete!

Relief,Welfare National Agriculture Roads Education Public Housing,  Public Housing,
and Social Defense and Present and Present
Security Natural Proposed Program
Resources Program at Peak
at Peak

Sources:~ All figures, except housing, are for fiscal year ending June 30,1938, and are derived from Bulletin of Treasury
Department, August, 1I939. Housing figures, from Table I. 4

Much confusion has resulted from failing to distinguish between the
capital loans and the annual contributions, and from considering both as
costs to the Federal Government.

Local Participation in Capital Loans
and Annual Contributions

Every local housing authority must raise at least 10 percent of the total
capital cost of its projects from sources other than the Federal Govern-
ment. As stated above, this is done with ease through the sale of local
obligations to buyers other than the USHA. In some projects, more than
10 percent of the permanent financing of the total capital cost is being
raised from local sources. Moreover, the USHA has already put into
effect a plan of temporary financing whereby during the period of construc-
tion local investors supply direct to the local housing authorities tem-
porary construction loans covering practically the total capital cost of the
ptoject. The rapid development of this plan is the first step toward
increasing local and direct participation in the permanent financing of the
total capital cost of projects. Soon not only the 10 percent required by

9
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the law, but 30 to 50 percent and in some cases an even higher percentage
of the permanent financing of the total capital cost of projects should come
from sources other than the USHA.

In addition, every locality must pay annual contributions or grants-in-aid
to reduce rents, equal to at least 20 percent of the annual contributions paid
by the USHA. These local annual contributions, generally in the form
of tax exemption and legally pledged in advance for the whole life of a

project, have been averaging about 50 percent of the USHA annual contri-
butions.
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III. THE USHA PLAN:
A FAMILY EXAMPLE

A. LOCAL HOUSING project assisted by the USHA may rehouse a great
many families. But by selecting as an example a single family unit, we
may see most easily just how the USHA plan works. By plain multiplica-
tion, this example may be expanded to a project of any size.

The Smith family, consisting of a father and mother and two small
children, lives in one of the worst slum sections of Anytown. For their
substandard dwelling, infested by vermin, lacking decent sanitary facilities,
the Smiths pay a shelter rent of about $15 a month, or about $180 a year.
In addition to this, they have to pay about $6 a month extra for the cost of
light, fuel, and water, thus raising the total cost of their housing to about
$21 a month or $252 a year. From time to time Mr. Smith looks around
the town to see how much he would need to pay for a decent home for his
family. He finds that he can get nothing on which the rent alone is less
than about $35 a month or about $420 a year, which with utilities would
amount to about $41 a month or $492 a year. But the whole annual income
of the Smith family is only about $850.! Mr. Smith finds the situation
not only hopeless for the present; it offers no hope for the future.

The United States Housing Authority exists for the purpose of helping
the Smith family, and others similarly situated, to live in safe and sanitary
homes at rents they can afford to pay. Finding that there ate no such
houses available to the Smiths in Anytown, and that private industry is
not'building any because it is not profitable to do so, the USHA lends to a
local housing authority 90 petcent of the cost of building a durable, well-
planned, and well-constructed house. The other 10 percent is borrowed
locally. The local housing authority contracts, just as a businessman
would contract, to pay back these loans in full over a period of yeats,
principal and interest. Both the house and all the revenues of the house
are security for these repayments.

The Smith house has an over-all cost of $4,500.2 This includes not only
the cost of building the house, but also land which is usually relatively

1 This example fits a medium-sized midwestern city. All the figures used in the example of
the Smith family would be proportionately lower in many of the smaller communities and rural
areas where the USHA extends assistance, and would be somewhat higher in very large cities.
The first 16 projects opened under the USHA program have rehoused families with annual
incomes averaging from $545 in the smaller communities to $1,060 in the largest city. See
the USHA leaflet ‘‘Low Rents for Low Incomes."’

? Many USHA-assisted projects have much lower over-all costs than this. For example,
recent projects have an over-all cost of $2,839 in Charlotte, $2,754 in Miami, $3,149 in Balti-
more, and $3,250 in Los Angeles. For a full discussion of low costs on USHA-assisted projects,
see the USHA leaflet ““Bringing Down Construction Costs.”’
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expensive in crowded slum areas, non-dwelling facilities, dwelling equip-
ment, carrying charges, architects’ fees, etc.

The Smith house is built with an eye to initial economy, but also with
an eye to the long-term economy of durable materials and sound construc-
tion rather than jerry-building. In general it is expected to have a useful
life of at least 60 years. When completed it is a solid community improve-
ment. It helps the neighborhood and increases realty values, besides
rehousing the Smiths.

When the Smith house is completed, the local housing authority in busi-
nesslike fashion sets up its books for the house like this:

Table II. ECONOMIC RENT ON SMITH HOUSE

Per month Per year
Principal and interest charges on USHA 90 per-
cent capital loan of $4,050 and 10 percent local
capital loan of $450 (interest rate on each, 3

pereent) am il ol SR e e $13.75 $165.00
Operating costs, maintenance, repairs, replace-

MeNnts; €LCeivvc v e T S RO 5 9.50 114.00
Utilities, including heating, lighting, cooking fuel,

andewaters i o o i e 6.00 72.00
Tocalitaxes. .0 oo 6.00 72.00

Total economic rent, including utilities $35.25 $423.00

But this economic rent of $35.25 a month or $423 a year for house and
utilities is away above Mr. Smith’s reach. In order to get the rent down
to the pocketbook of the Smith family, USHA and local annual con-
tributions or grants-in-aid come into the picture. °

The USHA pays an annual contribution, amounting to about 2.8 percent ®
of the cost of the $4,500 home—that is, about $10.50 a month or $126 a
year. This reduces the amount paid by the Smiths for shelter rent plus

1 The total loan period is 60 years, the first 2 years of which ate generally covered by tem-
porary construction loans. The local loan is amortized over the next 13 years; the permanent
USHA loan is amortized over 58 years, in 45 payments beginning with the sixteenth year.
During the 13 years, the interest paid on the USHA loan is $121.50 a year and the interest and
principal paid on the local loan is approximately $43.50, totaling $165. Beginning with the
sixteenth year, the whole $165 is applied to principal and interest payments on the USHA
loan. Over the whole 58 years, the USHA collects an average of $155.40 a year in principal
and interest on its capital loan. ;

2 The law authorizes a statutory maximum USHA annual contribution of 1 percent above
the going rate of interest on Federal bonds having a term of 10 years or more. This statutory
maximum authorization has averaged about 3% percent. But already, through economies in
operation and management provided in operating budgets now being approved for projects,
it is clear that the actual annual contributions needed in some cases will be only 2% to 2%
percent, and on the average will be only about 2.8 percent. Hence the 2.8 percent average
figure is used for the Smith example.
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utilities from $35.25 a month to $24.75 a month. In addition, the locality
pays an annual contribution, in the form of exempting the home from local
taxation, with a small service charge instead. This exemption amounts to
about $5.50 a month or $66 a year, which further reduces the amount paid
for shelter rent plus utilities to $19.25 a month. This amount, paid by the
Smiths, is made up of $6.00 for utilities, and $13.25 for shelter rent. This is
slightly less than the shelter rent of $15.00 that the Smiths have been paying
for their miserable slum dwelling. They can afford to pay this rent for an
American standard of life.

And so, under the USHA plan, the financial picture on the Smith house is
as follows:

Table I1I. THE SMITH HOUSE UNDER THE USHA PLAN

Per month Per year
Principal and interest charges on USHA 90 per-

cent capital loan of $4,050 and 10 percent local
capital loan of $450 (interest rate on each, 3

Percent)ln i o LR s L e e $13.75  $165.00
Operating costs, maintenance, repairs, replace-
M ENtSHetes i Ve i e S L by Sl ie 9.50 114.00
Utilities, including heating, lighting, cooking fuel,
and water il Sl RSN L s e 6.00 72.00
Loecal taxes Sl iiiii coniiohannce S dm 6.00 72.00
Total economic rent, including utilities 35.25 423.00
Less USHA annual contribution or grant-in-aid... 10.50 126.00
24.75 297.00
Less local annual contribution or grant-in-aid (tax
exemption with small service charge instead)...  5.50 66.00
Amount paid by the Smiths
for shelter rent plus utilities 19.25 231.00
The amount paid by the Smiths consists of:
(a):Shelterirent s ous o n e i G 113225 159.00
(b)) Utilityicharge ok nel o e 6.00 72.00

$19.25 $231.00

! The total loan period is 60 years, the fitst 2 years of which are in general covered by tem-
porary financing loans. The local loan is amortized over the next 13 years; the permanent
USHA loan is amortized over 58 years in 45 payments beginning with the sixteenth year.
During the 13 years, the interest paid on the USHA loan is $121.50 a year and the interest
and principal paid on the local loan is approximately $43.50, totaling $165. Beginning with
the sixteenth year, the whole $165 is applied to principal and interest payments on the USHA
loan. Over the whole 58 years, the USHA collects an average of $155.40 a year in principal
and interest on its capital loan.
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The Smith House Under the USHA Plan
(See Tables II, lll, and 1V)

What does it Cost
the Federal Government as its
Breakdown of the -Monthly Who Pays the Monthly Share of the Monthly
Economic Rent of $35.25 Economic Rent of $35.25 Economic Rent of $35.25

Debtiservice. . .. 39%  Smithipays = 518 550 8 8iSmithipayst =it =5 507
Operating costs . 27%  USHA pays . . . 30%  Net cost of USH
Local taxes . . . 17%  Locality pays . . 15% ghare gt L 1187,
Usilities 1> 2 199 100%, Locality pays . . 15%
Interest profit to
100% USHA . 12%
1009%,

This chart makes it abundantly clear that while 39 cents of
each rent dollar is required for principal and interest payments
on the loans to build the Smith house, only 30 cents (with a
net cost of only 18 cents) of each rent dollar is contributed by
the USHA, while 55 cents of each rent dollar is paid by the
Smiths. Thus the USHA contributes far less than thecostof
building the house as represented by debt service and the
Smiths contribute far more than the cost of building the house
as represented by debt service.

From Table III and the Chart just above, we see that the USHA pays an
annual contribution of $126 a year to help the Smiths. But to find the net
cost to the USHA of helping the Smiths we must subtract from this the
average likely annual interest profit to the USHA of $50.40 on the USHA
capital loan to build the Smith house. This shows that the probable net
annual cost to the USHA of helping the Smiths is only $75.60 a year, or
about $18 to $20 a year per person rehoused. It is interesting to compare
this annual per capita cost with the annual per capita cost of various other
Federal expenditures. This is done in the upper Chart on page 25.

The method of deriving the net cost to the Federal Government of
helping the Smiths is shown by Table IV on the next page.
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Table IV. WHAT IT COSTS THE USHA TO HELP
THE SMITHS !
Per month Per year
USHA annual contribution or grant-in-aid to help
the Smiths (see Table TIL).......c...covveunrin. $10.50 $126.00

Less average likely annual profit to USHA on cap-
ital loan transaction....... 4.20 50.40

Probable net annual cost to
the USHA of helping the Smiths  6.30 75.60

The average likely annual profit to the USHA on
the capital loan transaction is figured as follows:

Average annual principal and interest collected
by the USHA on its 90 percent capital loan
of $4,050 for the Smith house (interest
rate 3ipercent)foii L e Sl S IO 'S 155.40

Less annual principal and interest payments by
the USHA necessary to retire the USHA
bond of $4,050 issued to the public to
raise money for capital loan to local au-
thority (interest rate 1% percent)®.......... 8.75 105.00

Average likely annual profit to the
USHA on the capital loan transaction $4.20 $50.40

The net annual cost of helping the Smiths, as shown by the above table,
is only about $75, and the Smith case is typical or average for the USHA
program to date. But it is sometimes argued that the interest rate at
which the USHA borrows or the amount loaned by the USHA might
change, and that the USHA profit on the loan transaction would con-
sequently be decreased. No one knows whether interest rates are going
down or up, and if they go up increasing prosperity might reduce the

1 Cf. Table I and footnote thereto. Itis true that if the rate of interest on USHA borrowings
rose above the 13 petcent which has obtained to date, the interest profit on USHA capital
loans would decline and, therefore, the net annual cost of helping the Smiths would increase
by the same amount. Likewise, if the USHA capital loan were less than 90 percent of the
total cost, the interest profit would be correspondingly reduced. But for present calculations,
present interest rates and loan percentages are validly used. Even if the interest profic dis-
appeared entirely, Table IV shows that the USHA annual contribution or grant-in-aid to
help the Smiths would be only $126 a year.

2 The $155.40 represents the average principal and interest collected annually by the USHA
over the 58-year period of permanent financing, based upon collection of $121.50 a year for the
first 13 years and $165 a year for the next 45 years (see footnote to Table IL).

8 Amortization over 58-year period predicated upon refinancing of 5-year borrowing at 13
percent interest.
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annual contribution needed by the Smiths. Further economies in con-
struction and operating costs, along the lines of those being achieved
would make even better the record of the USHA in reducing the average
rate of annual contributions. In a changing economy, exact predictions
are difficult and, therefore, the only safe calculations are those based on
present figures. And these clearly show a net cost of only about $75 a
year per family rehoused, or $18-$20 per person rehoused.




IV. FALLACIES ABOUT THE USHA
FINANCING PLAN

A.LTHOUGH THE USHA plan of financing is by no means difficult, a
number of fallacies have arisen concerning it because it is new. An exam-
ination of these will not only remove misconceptions, but will also help
to clarify the program irself.

Fallacy 1. “The USHA Is Giving Away the Money to Repay
Its Own Loans”

One of the commonest mistakes about the program is to say that the
USHA annual contributions are used by the local housing authority to
repay to the USHA the capital loan made by the USHA.

The example of the Smith family in Table III shows at once the errot
in this reasoning. If one did not look at the matter practically, one might
theoretically say that the USHA annual contribution to the Smith family
is used to cover-any selected one of the items in the economic rent. One
might say that the USHA annual contribution should be measured only
against debt service on the USHA capital loan, or only against operating
costs, or only against utility costs. But as a matter of practical realism,
the USHA annual contribution, as Table III shows, is not applied to any
one of these items. It is applied to help the Smith family to pay the total
economic rent, which is made up of all of these items. It is a rent subsidy
covering 30 percent of the total economic rent. A complete misconception
of the problem the Smiths face is involved in attempting to measure the
public aid they receive against one item in the economic rent instead of
against the whole economic rent.

The example in Table III also shows that the obligation to repay the
USHA capital loan is a fixed charge entirely independent of the payment
of USHA annual contributions to reduce rents. These annual contribu-
tions under the terms of the United States Housing Act must be reduced
if changed conditions justify it. If the income of the Smith family went
up as a result of improved economic conditions, the rent paid by the
Smiths would be correspondingly raised, and the annual contributions
would be reduced to the extent of these increased rent payments.! If
operating costs fell below the estimated amounts, the annual contributions
would be reduced to the extent of such savings. But in either case the
payments on the USHA capital loan would still be met along with all
other charges.

1 Of course, if the Smith’s income increased so rapidly that they were no longer in the lowest
income third, they would no longer be eligible tenants in public housing projects.
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Since this is so clear, just why have the USHA annual contributions been
described by some people as a means of repaying the USHA capital loan?

The reason for this error is that the statutory maximum USHA annual con-
tribution authorized under the law averages 34 percent of the total capital
cost of a project, which would be almost enough to pay off the USHA and
local capital loans. But aside from the unrealism of measuring the annual
contributions against debt service alone, the USHA is approving more
and more operating budgets based upon economies which require far
less than the statutory maximum annual contribution authorized by the
law in order to reach the desired rent level. The 2.8 percent annual
contribution of $126 which would be needed for the Smith family is
based upon operating budgets now being approved by the USHA.
This annual contribution is far less than the average annual amount of
$165 required to pay off the USHA and local capital loans, and is very
substantially less than the average annual amount of $155.40 required
to pay off the USHA capital loan alone (see Table III and footnote
thereto and Chart on page 14). On some projects the USHA has ap-
proved operating budgets which require annual contributions of only
2V to 21/, percent.

Because of these facts, and because the annual contributions are paid
to cover about 30 percent of the whole economic rent, it is utterly
wrong in fact to say that the USHA is paying annual contributions
with which to pay off its own loans.

It is true that under the law the repayment of the USHA capital loan
constitutes a first claim against the USHA annual contributions. This is
merely a reasonable safeguard, for if we revert to Table III, it is clear that
the Smith family should not continue to receive annual contributions from
the USHA unless provisions have been made to meet the fixed charges due
the USHA on its capital loan.

Fallacy 2. “The USHA Is Paying a 100 Percent Subsidy,
Thus Giving the Houses Away”’

The obvious error in this reasoning becomes apparent if we go back to
the example of the Smith family. If we look at Table III, we see that while
the amount required to repay the USHA and local capital loans on the Smith
house is only $165 a year, the total economic rent including utilities is
$423 a year. The reason the Smiths cannot live in a decent house without
public aid is because they cannot pay the whole rent and utility costs. If
they had only to pay off the capital loans on the house they rent, there
would be no problem. Therefore, any attempt to help the Smiths must
be measured against the whole economic rent, not just against one factor
in it. The USHA annual contribution of $126 to the Smith house not
only is far less than the average annual charges of $155.40 on the USHA
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capital loan, but more important it is only about 30 percent of the economic
rent. The local annual contribution is about 15 percent of the economic
rent. The Smiths themselves pay about 55 percent of the economic rent
(see Chart on page 14).

The USHA is not ‘“‘giving away houses’’; it is merely contributing 30
percent of the annual cost of living in decent houses. And the net cost of
these annual contributions of the USHA, when account is taken of the
interest profit on its capital loans, amounts to less than 18 percent of the
economic tent.

Fallacy 3. “It Would Be Cheaper for the Government to Give
the Houses Away in the Beginning”

This argument is made along these lines:

““The USHA annual contributions on the Smith house are $126 a year.
In 58 years ! this would be $7,308. Wouldn’t the same rents be achieved
if, instead of lending the $4,050 to help build the $4,500 house, the USHA
just gave the whole $4,050 away at the start as a capital grant? Wouldn’t
the USHA save the difference between $7,308 and $4,0502 "’

This argument is filled with errors.

In the first place, the annual contributions on the Smith house will not
be paid in the same amount for 58 years. The law specifically provides
that the USHA reserve the right to modify (but not to raise above the
statutory limit) the amount of annual contributions originally contracted
for as changed economic conditions may warrant at the end of 10 years
and every 5 years thereafter.

In the second place, the net annual cost to the Government is not the
annual contribution of $126 a year, but only this amount less the average
likely annual interest profit of $50.40 a year, or a net cost of only $75.60 a
year (see Table IV).

In the third place, no fair comparison may be made between a capital
amount (such as $4,050) expended at the present moment, and the sum
of a series of payments to be made over a long period of years, unless the
annual payments are commuted to determine their present capital value.
No business man or banker or actuary would compare a present capital
expenditure with expenditures spread over a period of years, without
making such an allowance for interest.

The Chart on the next page shows that the present capital value ($3,008)
of the 58-year net cost of helping the Smiths is much less than a present
capital grant of $4,050.

1 On a project for which a loan for 60 years is made, only 58 annual contributions are paid,
since these do not begin until the project is completed and ready for occupancy.
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Present Capital Value of 58-Year Net Cost to Federal Govern-
ment of Helping the Smiths Compared With Capital Grant of
$4,050

Net annual cost to
Federal Government $75.60
of helping the Smiths.

Aggregate amount of
$75.60 a year for 58
years.

Present capital value of
$75.60 a year for 58
years commuted at
134% interest.

Present value of capital
grant of $4,050.

e

A valid comparison can also be made between the @nnual cost of paying
off a capital sum over a period of years and the @nnual amount of a series
of payments running over the same number of years. When such a com-
parison is made on the basis of annual costs, it is clear that the system of
USHA annual contributions costs the Federal Government far less than
would a system of USHA capital grants which gave $4,050 toward the cost
of the Smith house in the beginning. If the USHA made a $4,050 capital
grant to the Smiths in the beginning, certainly the money for this grant
would not be raised at once by taxation. That would saddle the taxpayer
of today with the whole public cost of the social benefits accruing to the
Smiths over the many years they will live in the house. In accordance
with universal practice, the money for the $4,050 capital grant would be
raised by issuing bonds. These bonds would have to be paid off both as to
principal and interest over a period of years by the public agencies issuing
them. Even if these bonds bore interest as low as 1% percent, and were
paid off over as long a period as 58 years through refinancing short-term
borrowings, the USHA would need to make annual payments of $101.80
to retire these bonds in 58 years. Under the USHA plan, the net cost of
annual contributions paid to achieve low rents on the Smith house is only
$75.60 a year so long as the USHA can botrow and refinance at 1% percent
(see Table IV). Thus on an annual basis over a 58-year period, the net
cost to the USHA of annual contributions is $26.20 a year less than the
annual cost of the alternative method of ‘‘giving the house away.”” And
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Comparison Between the Cumulative Cost to the Federal
Govermnment of a Capital Grant of $4,050 for the Smith House,
Financed by Federal Borrowing for 58 years at only 134%,
and the Cumulative Net Cost to the Government
of USHA Annual Contributions

Dollars : Dollars
6,000 6,000

5000 5,000

14000

4000

3000 3,000

2000 2000

1,000 1,000

Years

this would be true as to the relative cost of the two methods if we assumed
in each case USHA borrowings at a 2 percent interest rate or any other
interest rate instead of at a 1% percent interest rate. It would be true to
an even greater extent if we assumed a shorter period than 58 years for debt
retirement. The Chart on this page shows that the cumulative cost of the
annual contributions system is far less than the cumulative cost of financing
a capital grant.

The system of annual contributions not only is cheaper, but has a further
important advantage over the capital grant system. Ifa capital grant is
made, the bonds issued to raise the money for the grant must be paid off
in full, at a fixed interest rate, and thus the annual cost to the Government
cannot be reduced in future years. But under the annual contributions
system, the annual contributions paid to help the Smiths can be reduced in
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future years if further economies are made in operating costs, or if improved
economic conditions warrant a reduction of the annual contributions and a
larger rent payment by the Smiths.

The local annual contributions of $66 a year to the Smith house have
nothing to do with this problem. Table III shows that these local con-
tributions would need to be made in order to get the rents low enough for
the Smiths, whether the USHA pays annual contributions or adopts the
alternative method of ‘“‘giving the house away’’ and thus relieving the
Smith house of debt service charges.

Fallacy 4. “The USHA Program Costs Too Much in 60 Years”

It is possible to multiply the USHA annual contributions by the 58 pay-
ments which are to be made in 60 years, and get a very big tesult. But the
results obtained are not sound and will not bear analysis.

Let’s go back to Table III and the Smith house again. If we multiply
the $126 USHA annual contribution on the Smith house by 58, we get
$7,308. Even if we take the $75.60 which represents the net annual cost
to the Federal Government of helping the Smiths and multiply it by 58
yeats, we get $4,385. Either of these figures looks pretty big, until we give
the matter a second thought.

But on second thought, how erroneous it is to compare the 20- or 40- or
58-year cost of helping the Smith family to meet the tental charges of
decent housing with the original cost of building the house. For example,
Table III indicates that the economic rent including utilities which the
Smith family would need to pay for decent housing if it received no public
aid would be (at $423 a year) $8,460 in 20 years or $16,920 in 40 years or
$24,534 in 58 years—and all this for the cost of living in a $4,500 house!
Yet no one thinks it strange that over a period of many years the cost of
living in a house is many times its original construction cost. Whether
we take a 20-year period, or a 40-year period, ot a 58-year period, the fact
remains that the annual contributions of the USHA toward helping the
Smith family to live in a decent house come to only 30 percent of the
economic rent which the Smiths would need to pay over the same period
of time to live in decent housing without public aid, while the net cost to
the Federal Government amounts to only 18 percent of the economic rent.
That it is meaningless to compare these figures with the original cost of
building the house may be seen from the Chart on the opposite page.
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How the Cost of Living in the Smith House Over a Period
of Years Compares With lts Original Capital Cost

25000 T | 25,000
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The errors which have entered into calculating the cost to the USHA
of helping the Smiths have likewise been applied to the whole program.
On occasion, some people have taken the $73,000,000 which represents
the statutory maximum authorization to enter into annual contributions
contracts under the present law plus the proposed expansion which passed
the Senate in 1939 (see Chart on page 5 and Table I), multiplied this by
60 years and arrived at the figure of $4,380,000,000. Some have added in
the capital loan authorization of $1,600,000,000 under the present law and
the Senate bill, and come to the sum of almost $6,000,000,000 as the total
cost to the Federal Government to build $1,600,000,000 worth of housing.
Still others have figured local annual contributions at 50 percent of the
$4,380,000,000 sum cited just above, thus adding another $2,190,000,000
and raising the grénd total cost to over $8,000,000,000 to do $1,600,000,000
worth of housing. The foregoing careful analysis of the errors of this
method of calculation as applied to the Smith house need not be repeated
to correct these miscalculations. It will suffice to summarize the major
errors that have produced them:
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(1) It is an error to add capital loans to annual contributions, because
the capital loans do not cost the USHA a penny—in fact, they yield a
profit;

(2) It is an error to state the cost of the program as the statutory max-
imum amount of annual contributions contracts authorized by the law,
based upon the statutory maximum authorized rate of 3% percent of total
capital costs, when the average annual contributions needed to achieve
the desired low rents under operating budgets now being approved amount
only to 2.8 percent of total capital costs (see Chart on page 5 and Table I);

(3) It is an error to state the cost of the program without setting off
against the actual average annual contributions the USHA average annual
profit on its loan transactions in order to determine the net cost of the
program to the Federal Government (see Chart on page 5 and Table I);

(4) Itis an error to multiply the annual contributions by 60 years because
many of them will be reduced long before then in response to changed
economic conditions;

(5) It is an error to compare the total cost of living in a house for many
years, or the total annual contributions paid over many years to relieve poor
families of part of that cost, with the original capital cost of the house or
the debt service to pay off that cost;

(6) It is an error to total up annual contributions over any long period
of years and express the total as a present capital sum, without allowing
for interest in computing the present capital value of all the future annual
contributions;

(7) Itis an error to add in the local annual contributions when estimating
the cost of the USHA program to the Federal Government. :

Above all, the fundamental error is to multiply the annual contributions
allowed under the law to be paid in any one year by any given number of
years—be it 10 or 30 or 60—without realizing this:

The system of annual contributions represents a pay-as-you-go policy.
The cost of the USHA program to the Federal Government each year is
reflected in the actual USHA annual contributions for that year less the
annual profit on USHA capital loans. The social benefits of the USHA
program each year consist in the help given persons of very low income
in that year, and the upper Chart on the opposite page validly compares
the annual cost of this help with the annual cost of various other Federal
expenditures. Fifty-eight years of annual contributions would produce
fifty-eight years of social benefits.

If one wants to talk about the cost of housing in terms of 60 years, one
should bear in mind for purposes of fair comparison, such as the lower
Chart on the opposite page, the 58-year costs of social security benefits,
agricultural subsidies, interest on the public debt, maintaining the Army
and Navy, ot any of the other necessary or desirable functions of an en-
lightened government.
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The only fair thing to do is to turn back to Table I at the beginning of
this pamphlet and to examine just what the housing program costs the
Federal Government ezch year. It is fair to compare this cost with other
annual expenditures of the Federal Government, on an over-all basis and
on the basis of cost per family or per person helped. It is then fair to ask,
in these terms, whether the clearance of slums and the decent rehousing of
those in the lowest income third are worth while.

Fallacy 5. “The USHA Plan Commits the Government for
60 Years in the Future”

The only commitment in the future under the USHA program is that
the annual contributions will be paid so long as they are needed to main-
tain the low-rent character of the project. While 60 years is the legal
maximum time limit on annual contributions contracts, most payments
will be substantially modified long before then because of changed economic
conditions. Furthermore, the statutory maximum amount of annual con-
tributions that can be contracted for, and the statutory maximum amount
that can be paid in any one year, are rigorously fixed and limited by the
law.

Upon analysis, this so-called commitment on the part of the Government
is neither radical nor novel. Any program that the Government under-
takes for permanent public improvements or continuing social services
involves commitments in the future. If the Government makes grants for
public works or hospitals, and issues long-term obligations to raise the
money for these grants, the Government is committed to pay for these
obligations, principal and interest, year by year. When a State or a munici-
pality builds a school, installs a water system, deepens a harbor, builds a
hospital, or does any one of innumerable other things, the same kind of
commitments are involved. The establishment of the social security sys-
tem, the enactment of a law to pay pensions to veterans, involve commit-
ments far more indefinite and extending quite as far into ihe future as the
housing program. Even the establishment of a police ot fire department
involves practical future commitments unless it is contemplated that these
essential services will shortly be abolished.

A Government, like an individual business, can-avoid future commit-
ments only if it stops progressing. If there is any distinction between the
commitment to pay annual contributions for low-rent housing and most
other commitments of the Government, it is that the housing commitments
are more strictly limited by law as to the maximum amounts, and may be
more easily reduced in future years as the need is reduced, through the
flexibility of the annual contributions system.
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Fallacy 6. “The USHA Program Improperly Represents Itself
to be Self-Liquidating”

No one familiar with the housing problem would ever claim that slums
can be cleared and slum dwellers rehoused on a self-liquidating basis. If
that were possible, private enterprise would clear the slums.

The USHA has never claimed that its program was ‘‘self-liquidating.”’
The very act of Congress which established the USHA authorized it to pay
annual contributions to reduce rents. The USHA has always pointed out
that its loans did not cost the Government a penny, and that the annual
contributions tepresent the true and only cost of the program to the Govern-
ment.

The whole idea of the USHA program is that families in the lowest
income third cannot by and large afford to live in decent housing without
public aid, and that our country cannot afford to allow one-third of its
people to live in slums.

The question, then, is not whether the USHA is ‘“‘self-liquidating.”
It could not be and do its job. The important thing to do is to obtain an
accurate account of what the USHA costs the Government each year, and
then to measure that cost against the benefits received.

Fallacy 7. “To Do the Whole Job Under the USHA Plan
Would Involve Staggering Costs”

It has already been shown how some grossly mistaken estimates have
been made purporting to show that it would cost the Federal Government
about $6,000,000,000, or the Federal Government and the localities about
$8,000,000,000, to do the present USHA program plus the proposed ex-
pansion which passed the Senate in 1939. As such an expanded program
would rehouse about half a million families, and as about 10 million
American families now live in substandard homes, the same estimators
have multiplied $8,000,000,000 by 20 and reached a product of about
$160,000,000,000, or more than half the total wealth of the United States.

In rough round figures, this staggering estimate is about 300 times the
present capitalized value, for a full 58 years, of the probable net annual
cost under the presensr USHA program as shown in the lower Chart on
page 25, thatis, about 300 times the total cost of the present USHA program to
the Federal Government for the maximum period of 60 years. Speaking in
round figures again, it is more than 12 times the present capitalized value of
paying, for a full 58 years, the probable net annual cost to the Federal Gov-
ernment that would be involved in rehousing at once everyone in the
country who the USHA thinks might conceivably be embraced in an ideal
and complete program of public housing.
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Even with these cortections, the USHA thinks it problematical and
unrealistic to talk about the cost of ‘‘doing the whole job.""

In the first place, the public housing program is in its infancy, and is no
more ready to bear the burden of ‘‘the whole job’’ than the early pioneers
in public roads or public health or public education were ready at the start
for the gradual developments of half a century. Any first step forward
can be discredited if made answerable at once for the ultimate goal.

And secondly, new technical developments in reducing costs, new inven-
tions, gradual improvements in the income levels of the American people,
and the progressive extension of private home building into lower income
fields, all make it unreasonable today to predict how much public aid to
housing will be needed in the distant future. If we have any confidence in
the destiny of America, we must expect that our present economic system
will bring material improvements diminishing if not removing the need for
public assistance.

Subject to these very real reservations, this much might be said: While
there are probably more than 10,000,000 families in the United States who
are ill-housed, all of these should not be taken care of by public housing.
In America as in England, a public housing program for a portion of these
families would vastly stimulate private housing for the rest of them near
the top of the lowest income third. A public housing program calling
for the construction of about 300,000 dwelling units a year, or 4,500,000
units over the next 15 years, would reasonably assure the decent housing of
the entire Nation.

Such an ideal program, totally unrelated to anything now contem-
plated or projected, even when at the peak 15 years hence would cost
the Federal Government, at the present average of about $75 a year net
per family rehoused, about a sixth as much per year as the annual
cost of a $2,000,000,000 national defense program. And the benefits
of such a program in terms of economic and social stability would be
incalculable.

But there is no such program under way now nor even considered. The
only program under way now is one which, at a net annual cost to the
USHA of about $75 a year per family rehoused, or a probable net cost at
its peak of about $13,400,000 a year beginning in 1943 (see Chart on page 5
and Table I), will rescue about 160,000 families from the slums. The only
expansion of this program now proposed is the bill which passed the Senate
in 1939, which together with the present program would involve a probable
net cost at the peak of about $35,000,000 a year beginnin g in 1946 (see Chart
on page 5 and Table I) and would rescue almost half a million families
or about 2,000,000 people from urban and rural slums,

Is this program worth while?




V. THE MERITS OF THE CASE

THE POSITIVE BENEFITS OF slum clearance and low-rent housing to
the individual, the community, and the Nation are so universally accepted
that they require no extended discussion. The time has come when
thoughtful people do not ask: “‘Is the housing program desirable?”” They
only ask: ‘“What does the housing program coste’™’

This question has now been answered.

But it may be desirable as a concluding note to summarize the affirmative
merits of a slum clearance and low-rent housing program.

For the individual family, the rehousing program means a new way of
living. For the very youngest citizen in country, town, and city, safe and
sanitary homes put an end to slum conditions which increase the rate of
infant mortality and which promote the prevalence of many diseases of
infancy leaving their scars through life. For boys and gitls, the program
affords an opportunity to live and study in clean and healthful surround-
ings, and in towns and cities it enables them to play in safe and supervised
areas instead of being thrown into contact with the hoodlums and gang-
sters of the slums. For mothers and fathers, the program cuts down the
excessive rate of adult diseases in the slums, it brings fitness for more pro-
ductive work in their normal occupations, and it confirms their faith in
democratic institutions based upon conditions in their homes meeting the
American standard of living.

For the community, the rehousing program means on a larger scale what
it means to the individual family on a smallet scale. It relieves the budg-
ets of local communities from excessive costs of police and fire protection,
and from the toll of subsidizing and then trying to cure the crime, disease,
and delinquency spawned by the slums. Despite the tax exemption granted
by the localities as their share in the program, public housing tends to
increase rather than to decrease local tax revenues. It does away with the
depressing effect of slum areas upon all property values, stimulates the im-
provement of neighboring areas by private enterprise, liquidates tax delin-
quencies, and generally uplifts real estate values and other property values
in the community. The increasing employment and business activity, both
public and private, arising from the slum clearance and low-rent housing
program afford additional sources of tax revenue to local communities. A
community that is decently housed is economically richer, physically
stronger, and morally sounder than a community blighted by slums.

For business and industry, the public housing program provides economic
benefits hardly matched by most other forms of public works. In fact,
the public housing program is in many respects private business. It uti-
lizes private contractors, engineers, and architects, and employs workers
through the normal channels of the building industry. Furthermore, each
dollar spent directly for housing means two dollars spent in the factories,
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the mines, and the other establishments which supply materials, and other
money spent by businessmen and wage earners who have new sources of
revenue. Contrast the annual cost of the housing program with the
annual volume of activity it creates, and the conclusion seems inescapable
that few other forms of public aid yield so much at so low a cost.

For all those engaged in private home building, home selling, and home
renting, the slum clearance and low-rent housing program offers no possible
competition because it serves only those whose incomes are far too low to
live in decent housing supplied by private enterprise. On the contrary, by
elevating the standard of demand for better housing, and by developing
techniques for more economical construction, as well as by its general
stimulating effect, a public housing program wherever attempted on a large
scale has meant a far larger revival and expansion of private home building.
Of this the English housing program is a well recognized and extraordinary
example.

For labor, the production of homes to serve the needs of the heretofore
neglected lowest income third, and the stimulation of private home build-
ing for families of somewhat higher income that inevitably follows, com-
bine to open up for new employment the largest undeveloped market in the
country.

For the investor, likewise, the expansion of housing activity opens up a
field for the use of idle capital incomparable in its present extent and its
future possibilities. Already the public housing program has begun to
develop a new and substantial opportunity for local long-term safe invest-
ment, at reasonable interest rates, of capital which has long been idle and
nonproductive.

For the taxpayer, the public housing program means relatively small
public expenditures and a uniquely high rate of return for every dollar
spent. Not a dollar spent for housing involves made work to meet a tem-
porary emergency. Every dollar spent for housing goes into the produc-
tion of useful and permanent social and economic community assets, thus
building up the durable wealth of the Nation. And a wealthy Nation is
more economical for the taxpayer than one which is running downhill as
its housing standards decay.

For the Nation as a whole, the slum clearance and low-rent housing
program unites the idle forces of men, money, and materials ina campaign to
wipe out the slums, to further business revival and reemployment, and to
establish for more of the people the elementary American standard of decent
housing to strengthen and confirm the democratic ideal.




BRINGING DOWN
u CONSTRUCTION COSTS

Have Z/ou

Reaa’ These

u HOW THE USHA WORKS

H
s ssmcrson

TNATION, Y IDULOW AT HOUKNGAND
CLEARANCE PROGRAM ADMINISTIRED

BY LOCAL NOUSING. ACINCIES AIDID
THE UNITED STATES HOUSING AUTHORITY

the site of Jeferson :....nu.a-um,..m.m
At ona tod of the huge building ste concree Goveament agenciar from
fouadutions wee sl being poured. Al the cxher Mmu"umlmauwm
e bk ksl o i i i
wory walls
splt e sis HOUSING AND bhed during
‘] JUVENILE DELINQUENCY L I TAX EXEMPTION  [rom foredr
1y THE BUSINESSMAN or rusuic wousne [ ¥
Low- fixs privee
L AND PUBLIC HOUSING 5 i
ANYTOW] I I group. The
Tur Unrs o the other
x Uy % friin wore
i AsPICTS O THE  fuble to ovn
(linkery soMz AtpeeTS OF THE NATION-WIDS LOW-RENT HOUSING them ot of
ﬂ-_;):-:n(; N‘nm'mi LOWRENT S HOUSHG_ AND. Om of lk W&“'vﬁn DH hJ o li- ‘ﬂvll :‘:::yum s o ity
el B LocaL Hou Jeoey B pey s, sed buid
“You deat THE UNITED 574 Sy vh« id ol the Usived Shet b N Soiag
eountered B, L f e eempe (om iy el cn-
0 s e bl houting PUBLIC HOUSING Jivenas sersicurver Soud st
o vy cod AND THENEGRO  phsdow f te shume Despie the -
S wad 1] l I breat msjocity of stom-dwelicrs e dect I l LABOR AND USHA projects,
amistince HOUSING a4 posable oe
-umlmduba.w bettcr bomes, sudics made over to sfond them.
s have sgeatedly shown tht the 4 weuld be t20
ey [ Tt =
ke delnauency tatcs e sl abways 41
oreinguma] = I i, =] e by which e
o' thasa Y pe ot Chicag thm areh, ent ot of o fhe UstA dive
 betwoen the 4 5e3 of 10 4nd 17 passed
st il L et 1R e
in Hacfond slams wis found 1o be
e lowsent howsing ond ilum cleoronce 3 the s of e ch'and In Cler Labors part in the Nation-wide lows
' ond tlumslearonce progrom.
meons bo the Neges Joss thiew times as high A
REHOUSING I
Ll s i
RELIEF FAMILIES | o fumilies, the programn of the o o Tiasw o HOUSING AND

5
H

R o or min somcrs or rus
Amorwine LORARNT NOVRG A0
A e TeBSAM ABseReTSaD
o ot oSG, AN e Y
it AT v SUTONTY

Rt (i w1 dse gt becis (1

1t s the officil poliy of the USHA 10 sochode
el famlics in USHA-sded projects 1t is net
tve that rebef famibics i pencral will be wable 10
sford the rests charged in USHAded projects

The scnual sivstion i 5 follows

) The Uit otemplass rbonig slef
famits USHAsded projec
e b g s haniad s
condinent, who are in the
wbo are ol able 10 afrd decert bossing mpplind
by prinse

(3) R i USHAwded projects willbe ol
wikia 1he

b

Lo income level, and.

werprse

oo i b el e
homieg, o wil s e ey
ik ] fomd o 8 e SR o MO

.
o) n. e s b e bt e
od projocts will be tbase receiving in.

ik Iiely inadegnate for minimues mainie-
s, sud ioho Phovefove Auwe wel harw paying ard

1

Prusing Auchority maturaly inclode
fully twothinds of whoe cam

.\m yeor aher yess.

urgent need the Usited
[ aorky s st o
fauthorities in the devels of

problern invol
he well-being of the Ntion
e the problem of rehousio Neg
frost acate, due fo social as well

LOW RENTS FOR

u| LOW INCOMES

H _[A‘
An!d-pn-lmwwm‘v“l

A
clearonce. odministered by local u-

progrom
therites throughout the country with the oid of
the United Stotes Howing Authorty

Jox sscm, bis wite, 1nd kids i I +
sm. Bt ot becusie they ke .

3 we coid o eping b for 4120
Mrs, Scith,

Yet il the homes that reated areuad $12 4
mocth were 0o better than their prsent house
The same small, illvenslated rooen, bid
plunbing. and the sume divral aeighborhood.

And i the hocmes that were berts were being
rented at $20, 425, o $30 4 month. Joe Seith
coukd ok pey that mach rest since be earoed oaly
£30 8 ot aad every acditional dollt foe reat
et wsing money that shoukd go for clching.
eciios, aad eber oecesstes.

How can the Smithy 1nd ot fumile in the
e p o6 evem worse ape o the
shma?

'

f leaka, The seructure is a
utmmee the bowse becomes unte]
pect the place is sekdom waren en

e perfect beeeding places for
e
s the bome of an Amercan wod

y don't they fod 1 bette home
sarwer ia chviows. - Although
high aad fow, have beent
ult.hl:lulllr. well. 'l'vllmd L
pw rents are no Imu than wha
od of place tha's beser thon
oo expeniive

fias ef Americin workers and )
fetd and aie facing the mome prot

YOUR COMMUNITY

Some of the comderation that led fo fhe pro-
vision of Federal aid 1o local communities for
shm clearonce ond lowsent hosing.

IS HAYE LONG B8N & serious dain

9pon e civic presige, our aivic well-being, 10d
our ciric pocketboka.  Since the burn of the cen-
nary the mm.mnmmm

Good hoing s 6 ot fundiments] s
siics of life. When homes are indeceo o iaade-
quite, the wellusé of individuls 1ad of he com-
manity ot lacge s a3 severcly hestcned s it is by

vate enterpeise, has been
sk build decent low-cont dwellings for familics of
low income.

l7)7hv-r}lll)t5mnn( ©
sl dwellers L

The
milons of 15 1o xores

207666

U.S. GOVERNMENT PRINTING OFFICE: 1940







Feperar Works AGENCY

UNITED STATES HOUSING AUTHORITY

NataaN StrAus, Administrator




