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nation's most pressing needs was to increase and improve the housing supply. In response 
to the urgent demand for housing, some 13 miHion dwelling units have been built since 1945. 
Rising incomes and easier mortgage terms have encouraged home ownershrp. Smce 1950, 
the rate of Homebuilding has been influenced by the supply of mortgage funds and nsmg

home prices.
In the nation and district, the quality of the housing supply has been improved by pub

lic housing and urban renewal projects. In addition, privately owned housing has been 
improved by substantial outlays for additions and alterations and for maintenance and re-

pairs. While progress has been made, much still remains 
to be done to eliminate substandard housing and provide 
for our expanding population.
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Homebuilding Trends and Needs

w ITH H O M EBU ILD IN G  during the depression 
thirties and World War II at a substantially lower 
rate than the increase in population and households, 
the nation's housing supply became woefully inade
quate. In that period of fifteen years, less than five 
million dwelling units were erected, while there was 
an increase of about nine million in the number of 
households.* The pressure of population growth upon 
the housing supply resulted in the well-remembered 
acute shortage of housing in the early postwar period 
which found many families doubling up or using 
seasonal and other inadequate housing.

In addition to the pressing need for additional hous
ing, many of the units used were substandard. In 
1950, according to the Census, 7 per cent of all urban 
dwelling units were dilapidated and another 14 per 
cent, although not dilapidated, lacked essential plumb
ing. Thus, nearly 7 million, or roughly one in five of 
the total of 32.7 million dwelling units in urban 
places, were below standards considered desirable in 
American housing. In 1940 the National Housing 
Agency had estimated that 7 million, or about one- 
fourth of the 30 million houses, were substandard.

J0772C 73 
MMfC 7%3.
In response to the urgent need for housing, the 

growth of population and number of families, and 
the desire and ability to obtain better housing, nearly 
13 million dwelling units have been built since 1945. 
During that time the number of nonfarm households 
has risen by 11 million to a total of about 44 million. 
In addition to the new housing more units have been 
made available as a result of conversions of nonresi- 
dential buildings to residential use and the subdivi-

Net Annua! Change in Nonfarm Househotds 
and Housing Starts 

Setected Periods 1 9 2 0 -  1957

Thousands
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HOUSEHOLDS

* This article covers only "nonfarm" housing. To avoid needless repetition, 
references throughout will be tb nonfarm housing even though not so 
specifically stated.
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Source: Bureau of Labor Statistics.
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sion of larger units into multiple dwelling units. 
While some units were lost over the same period due 
to various causes, there has been substantial improve
ment in the overall housing situation since 1945.-

The number of married couples without their own 
households, one index of the pressure of population 
on th€ housing supply, has declined sharply in the 
postwar period. In April 1947 some 2.9 million 
couples, 9 per cent of the total, were without their 
own households. By March 1957 this number had 
declined to about 1.3 million or only 3.3 per cent of 
the total number of married couples. There is still 
little slack in the housing supply, however. In 1957 
only about 2.3 per cent of the dwelling units not 
dilapidated and usable the year round were vacant 
and available for rent or sale. This vacancy per
centage was actually somewhat less than in 1956 
but was above the April 1950 rate of 1.6 per cent.

An important aspect of the postwar growth of the 
housing supply in the nation has been the increase 
in home ownership. The proportion of families own
ing their homes increased from 44 per cent in early 
1949 to 54 per cent in early 1957, and the number 
rose from 20 to 28 million. The growth of home 
ownership reflects, in addition to the more widespread 
use of the amortized mortgage, a number of factors, 
chief among them being rising incomes, large liquid 
asset holdings and favorable mortgage financing terms.

Personal income has risen rapidly in the postwar 
period, not only in the aggregate, reflecting an ex
panding labor force, but also on a per capita or per 
family basis. Even after allowance for rising prices 
and population growth, incomes in 1957 were about 
one-half larger than in 1940. The large liquid asset 
holdings accumulated during the war and postwar 
period have also enabled consumers to purchase 
houses. Throughout the postwar period holdings of 
currency, bank deposits and Government securities 
continued to increase, although at a less rapid rate 
than income, and have been substantially larger than 
in the prewar period in relation to income. Perhaps 
one of the most basic factors accounting for the rise

in home ownership in the postwar period has been 
the availability of favorable mortgage terms. Govern
ment insured and guaranteed mortgages, because of 
the lower initial and monthly payments, have enabled 
many persons to purchase houses which they would 
not have been otherwise able to purchase under the 
type of mortgage Hnancing generally available in 
the prewar period.

. . .

Homebuilding expanded rapidly from the end of 
World War II through 1950. During these early 
years funds were readily available from current and 
past savings but the production of building materials 
and supplies was a limiting factor which was gradually 
overcome. Since about 1950 the situation has changed 
and the How of mortgage funds has at times restricted 
the volume of residential construction. Other forces 
were at work, too. Chief among these were the con
trols imposed on homebuilding in the Korean period. 
In 1952, when Regulation X was dropped, residential 
construction expanded slightly, but remained below 
the peak 1950 output. The reduction in homebuild
ing in 1951 and 1952 resulted partly from reduced 
availability of residential mortgage funds. The grow
ing need for capital funds by business and industry 
from 1951 through the first part of 1953 was accom
panied by rising interest rates on securities. As these 
interest rates rose, the fixed rate of 4 per cent on VA 
mortgages and 4% per cent on FHA mortgages made 
these investments less attractive to investors. As a 
result, the How of funds into FHA and VA mortgages 
was reduced and higher downpayments and shorter 
amortization periods were required. Partially off
setting the reduced How into Government-underwritten 
mortgages, there was an increased How of funds into 
conventional residential mortgages. Accompanying the 
diminished supply of residential mortgage funds, the 
rate of homebuilding turned down in the spring of 
1953.

In the latter part of 1953 the demand for capital 
funds by business temporarily decreased, monetary 
policy was eased, and interest rates declined sharply. 
As a result, commitments for VA and FHA mortgages 
expanded in the second half of 1953. Beginning in 
the latter part of that year the rate of homebuilding 
turned upward, rising 40 per cent from August 1953

Page 15

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1958



to December 1954, after allowance for seasonal 
changes. With a large volume of funds Rowing into 
VA and FHA mortgages, lending terms were eased. 
The average maturity period increased and down
payments were reduced.

In 1955 and 1956 the rate of homebuilding declined 
again, reflecting in part the impact of tightening capi
tal market conditions. Capital outlays by business 
turned upward in 1955, and interest rates rose. Home
builders shifted away from the mass market, produc
ing more units for upper income groups and fewer

H ousing S tar ts  by C o n v e n t io n a l  FHA a n d  VA Financing 

1950 - 1957

Mittions (Seasonatty Adjusted Annua! Rates)

O'---
)950  ) 952  !9 5 4  1956

for lower income groups.^ As can be seen in the ac
companying chart, the volume of homebuilding Rn- 
anced with FHA or VA mortgages declined, while 
the rate of homebuilding Rnanced by conventional 
mortgages remained relatively stable.

To stimulate activity in residential construction, 
steps were taken to alleviate the tight mortgage situa
tion. In December 1956 the allowable interest rate 
on FHA mortgages was increased from 4% to 5 per 
cent to make them more attractive to lenders. The 
decline in housing construction came to a halt in 
the spring of 1957. After May, private housing starts

were at a seasonally adjusted annual rate of about 
one million units, moderately above the low reached 
in the Rrst quarter of the year. In August 1957 mini
mum downpayment requirements were reduced and 
the maximum interest rate allowed on FHA-insured 
home mortgages was raised to 5% per cent. Support 
of the mortgage market by the Federal National 
Mortgage Association was augmented by legislation 
which increased the funds available for projects. In 
January 1958 FHA made house buying easier by 
allowing closing costs to be included in the amount 
Rnanced and adjusting allowable discounts in some 
areas.

Homebuilding since 1950 in the Eighth Federal 
Reserve District has roughly paralleled national 
trends. The number of dwelling units authorized by 
local building permits in the Eighth District, as 
tabulated by the United States Bureau of Labor Statis
tics, totaled an estimated 44,000 in 1950. In the next 
three years district homebuilding ranged from 26,000 
to 32,000 units a year. In 1954 and 1955 residential 
construction turned upward, reaching 41,000 in the 
latter year. In the past two years homebuilding in 
the district declined and, based on permits issued in 
the Rrst eleven months of the year, was lower in 1957 
than in any year since 1950.

The number of dwelling units built from 1950 
through 1956 was about the same relative to popula
tion in most of the metropolitan areas in the district. 
Memphis was an outstanding exception, with the

Ratio o f  Dwetting Unit Permits to P o p u ia t io n *

Rate

M em phis L o u isv itte  L it tte R o c k  S t.L o u is  Evansvilte Sp rin gfietd
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rate of homebuilding apparently about twice as large 
as in other district metropolitan areas.

.  .  .

In addition to reductions in availability of mort
gage funds, the rate of residential construction has 
been limited to some extent by rising costs. The 
average construction cost per unit has doubled in 
the postwar period: from $5,600 in 1946 to $11,875 
in the Rrst nine months of 1957. The rise resulted 
from higher costs, increasing size and more built-in 
equipment.

In the postwar period construction costs rose about 
42 per cent with construction wage rates rising more 
sharply than for factory workers and wholesale prices 
of building materials faster than industrial goods.

As families grew in size and needed more room, 
the typical two-bedroom house built in the early 
postwar period was replaced by the three-bedroom 
home. The average floor area of dwelling units rose 
from 983 square feet in 1950 to 1,230 square feet in 
the Rrst quarter of 1956.

The rise in the costs of new housing and in rents 
has been sharper than the advance in average con
sumer prices. As a result, the proportion of personal 
disposable income devoted to housing has increased 
in recent years although it is still less than in the 
prewar period. For example, housing outlays last

year constituted about 11.5 per cent of disposable per
sonal income compared with less than 9 per cent a 
decade ago. In 1929 housing outlays absorbed 14 
per cent of such income.

The rapid growth of cities in the postwar period 
has pushed homebuilding into the outer fringes, 
where streets and utilities are often lacking. The lack 
of such community facilities has limited homebuilding 
in some areas. Where such facilities are installed 
they add to land costs, further raising the price and 
limiting the market for housing. Where they are 
not installed they lower the quality of the housing.

.  .  .

As part of the Federal program to aid in the 
elimination of slums, low-rent public housing has 
been built in a number of areas with Federal aid 
which has provided Rnancial and other assistance to 
local housing authorities. At the end of 1956 there 
were 424,000 units under active management in the 
low-rent public housing program and 14,000 under 
construction. The 1956 Housing Act permitted the 
Public Housing Administration to sign new contribu
tions contracts for not more than 35,000 additional 
low-rent public housing units each year for two years.

In the Eighth Federal Reserve District at mid-1957, 
there were nearly 26,000 dwelling units administered

TABLE 1

ANNUAL SUMMARY 

NEW DWELUNG UNtTS AUTHORtZED BY LOCAL BU)LD!NC PERMtTS
()n thousands)

Percentage Change

Metropolitan Area 1950 1951 1952 1953 1954 1955 1956 ^  1956-1957

St. Louis............................................................  18.8 10.0 11.1 9.7 13.3 13.2 10.8 — 22%

Louisville............................................................  3.4 4.0 2.0 1.3 7.7 8.8 5.6 — 20

Memphis..............................................................  9.2 5.9 8.3 6.6 7.0 6.9 4.0 —  5

Evansville............................................................ 1.5 1.0 1.1 1.4 1.9 1.6 1.1 — 39

Little Rock.......................................................... 2.8 1.4 1.1 1.0 1.3 1.4 1.2 — 39

SpringReld.......................................................... 1.0 0.7 0.8 0.5 0.6 0.6 0.9 —  5
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by the Public Housing Administration. In addition, 
there were 652 units under construction and nearly
6,000 in various stages of development. The location 
and status of low-rent public housing in the district 
are indicated in Table 2.

The renewal of worn-out parts of cities is a neces
sary step in making them more livable. To help com
munities carry out their plans for urban renewal when 
local and private resources are not adequate, the 
Federal Government grants aid to local redevelop
ment authorities for approved programs. Such aid 
includes advances of funds for planning and surveys 
in preparation of an urban renewal project, loans to 
the local public agency to complete the project and 
capital grants to defray up to two-thirds of the deficit 
incurred. Capital grant funds of $826 million were 
reserved or had been paid out for 432 urban renewal 
projects from March 1950 to the end of 1956. At the 
end of 1956 there were 19 areas under various stages 
of redevelopment in the Eighth Federal Reserve Dis
trict. In February 1956 Little Rock, Arkansas, became 
the first city in the nation to receive Federal approval 
for site operations in an urban renewal project initiat
ed under the Housing Act of 1954.

In St. Louis the Land Clearance for Redevelopment 
Authority recently selected the organization to under
take redevelopment of the 465-acre Mill Creek Valley 
area. The total investment to be made over a ten- 
year period for new residential and industrial build
ings in the redevelopment of this area is estimated at 
$250 million.

/or

The desire for better housing has been met in part 
by additions and alterations to existing structures. 
Last year construction outlays for private residential 
buildings totaled $16.6 billion. Of the total, $3.9 bil
lion, or 24 per cent, was for additions and alterations 
(not counting repairs) on private residential units. 
Over nine-tenths of the outlays for residential addi
tions and alterations during the postwar period were

on owner-occupied properties and only one-tenth on 
tenant-occupied housing. As a result of such outlays, 
the quality of the existing housing supply has been 
improved in the postwar period.

As homeowners well know, it takes a lot of time and 
money to keep their homes in good repair. Mainte
nance and repair expenditures were estimated by the 
Department of Commerce at $7 billion in 1956 and 
were probably larger in 1957.

TABLE 2

PUBUC HOUStNG ADMtNtSTERED 

BY THE PUBUC H OUStNG ADMtNtSTRATtON 

EtGHTH FEDERAL RESERVE DtSTRtCT 

JUNE 30 , 1957

NUMBER OF DWELUNG UNHS

Under Development
Under

Under Active
Total Total Construction Management

2,502 40 2,462

Little Rock......... 1,418 1,418
Fort Smith 320 — — 320

Nonmetro. Areas 764 40 — 724

Illinois 4,273 850 46 3,420

2,760 500 2,260

Nonmttro. Areas 1,513 350 46 1,160

Indiana......................... 1,331 — — 1,331

591 _ 591
Louisville.............. 622 — — 622

Nonmetro. Areas 118 — — 118

Kentucky 6,855 544 496 6,303

200 200
Louisville.............. 5,005 496 496 4,509

Nonmetro. Areas 1,650 48 — 1,594

Mississippi 1,164 704 106 460

Nonmetro. Areas 1,164 704 106 460

Missouri 9,857 3,658 4 6,199

9,857 3,658 4 6,199
Spring&eld — — — —

Nonmetro. Areas — — — —

Tennessee 6,375 759 — 5,615

5,091 599 — 4,491
Nonmetro. Arm: 1,284 160 — 1,124

Total................ 32,357 6,555 652 25,790
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While considerable progress has been made in meet
ing the most urgent needs for housing, a large portion 
of the urban population is still housed in substandard 
units. The situation was described in the 1956 Annual 
Report of the Housing and Home Finance Agency as 
follows: "Such fragmentary data as are available sug
gest that, despite the high rate of new building since
1950, the aggregate number of families living in sub
standard houses in 1956 was probably not greatly dif
ferent from what it was in 1950."

The fact that there may be nearly the same aggre
gate number of families living in substandard housing 
in 1956 as in 1950 reAects what is common knowledge,

the continued existence of vast slum areas in our cities 
and the up-to-now steady influx of persons from rural 
to urban areas which seems generally to have aggra
vated the substandard housing problem. Moreover, 
the housing stock continually ages despite repair and 
maintenance expenditures; in this Reid the economy 
must make increasing dollar expenditures just to stay 
even.

Along with the need to bring the quality of existing 
units closer to what are acceptable housing standards, 
there promise to be expanding demands in the years 
ahead as a result of population growth and increased 
family formation. The population of the country in
creased nearly 3 million persons last year and projec
tions for the next few years assume that this rate will 
be maintained.

W lL L IA M  H. K E ST E R
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