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Defense Housing 

D URING the fiscal year ending June 30, 1941, the task of housing 
for defense became a vital influence at work in the fields of 

operation assigned to the Federal Home Loan Bank Board and its 
agencies. Thrift and home financing, like most normal business 
pursuits, have been passing through a period of readjustment and 
adaptation required by a war economy.  

When this country embarked upon its emergency program of 
defense in the summer of 1940, it was immediately recognized that 
one of the major problems to be met was the provision of adequate 
housing for defense workers. The experience of 1917 and 1918, when 
frantic and none-too-successful efforts were made to house those 
employed in war industries, was ample proof of the necessity for 
developing a comprehensive housing program as an integral part of 
the broader plan of rearmament.  

The responsibility of directing this part of the defense program was 
entrusted to a Defense Housing Coordinator appointed by the Presi
dent on July 21, 1940. Until January 11, 1941, the Coordinator was 
attached to the National Defense Commission; since that date he 
has headed the Division of Defense Housing Coordination in the 
Office for Emergency Management. As his title implies, the Co
ordinator has been assigned the task of analyzing local defense housing 
needs and then bringing together the resources of private and public 
organizations to meet those needs.  

It is true, of course, that housing as such contributes nothing directly 
to the actual manufacture of arms, munitions, tanks, airplanes, and all 
the other supplies which are essential to a preparedness program.  
On the other hand, it is axiomatic that without adequate shelter in 
areas of high industrial activity or of strategic military importance, 
all productive effort is seriously crippled. The responsibility of the 
Coordinator and the several housing agencies of the Government is, 
then, the task of seeing that no primary defense effort is slowed down 
or interfered with because of insufficient housing.
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2 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1941 

To private industry belongs the job of providing most of the addi
tional housing needed in defense areas. Thus, housing designed for 
permanent use should be constructed and financed with private 
resources. On the other hand, there are certain localities where the 
risks involved in financing new residential construction are so great 
that private industry cannot be expected to assume them. In these 
areas, new housing must be provided with public funds. For ex
ample, where the need is temporary and uncertain, or where the only 
effective demand is for housing to be rented at uneconomic levels, 
public construction is the obvious solution.  

Generally speaking public funds are employed for the construction 
of rental units and when private capital is unable or unwilling to 
provide needed housing. In terms of dollar outlay, the program for 
public defense housing, including funds authorized or in prospect for 
both dwelling units and community facilities aggregated almost 
$650,000,000 by the close of the 1941 fiscal year. On July 1, 1941, 
public funds had been allocated for 107,383 regular family dwelling 
units in defense areas, of which 66,656 were for industrial workers 
and 40,727 for enlisted and civilian personnel of the Army and Navy.  
Completed units at the close of the reporting period numbered 17,522, 
or 16.3 percent of total allocations. An additional 70,146 had been 
placed under construction contract.  

Two types of defense housing constructed with public funds deserve 
special mention. One is demountable and portable housing which is 
programmed in localities where defense activity is of uncertain dura
tion and where the likelihood of integrating permanent new housing 
with normal housing needs is questionable. The "ghost towns" of 
the last post-war period emphasize the high cost of failure to recognize 
the temporary nature of the demand for defense housing in a number 
of localities.  

Of the 107,383 family dwelling units in defense areas for which 
public funds have been allocated through the close of the reporting 
period, 11,759 were scheduled as demountable and portable housing.  
It is hoped that this type of construction, which is relatively new in 
this country, will prove the answer to the very difficult problem of 
meeting an emergency need for housing in highly concentrated defense 
localities without, at the same time, creating a permanent drag on the 
real estate market by leaving an oversupply of housing after the 
emergency.  

Trailers and dormitories for single persons constitute the second 
type of public housing designed for temporary use only. Trailers are 
used primarily to provide interim housing until regular projects can
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be completed. Dormitories are designed for use for several years and 
are often demountable in character. At the close of the 1941 fiscal 
year, a total of 1,170 trailers and 3,076 dormitory units had been 
completed.  

However, despite this large volume of public defense housing, 
private capital has been responsible for the bulk of residential con
struction in defense areas. During the 1941 fiscal year, 616,000 
dwelling units were constructed throughout the United States. Of 
this total, 510,000 units were built with private capital. Since an 
overwhelming proportion of this new housing is located in areas of 
concentrated defense activity, it is obvious that private capital is con
tributing most of the housing constructed in these localities to meet 
emergency needs.  

Local savings and loan associations, which make up the majority of 
the membership of the Federal Home Loan Bank System, have long 
been the most important institutions financing small homes. It is not 
surprising, therefore, to find that these associations are proving them
selves able participants in the defense effort, providing from their 
resources a substantial volume of housing in areas where the need is 
most urgent. It is estimated that during the reporting period, new 
dwelling units permanently financed by member savings and loan 
associations totaled 175,000, of which 63 percent were located in 
defense areas.  

The Home Owners' Loan Corporation, which also operates under 
the direction of the Federal Home Loan Bank Board, has played its 
part in the defense program by speeding up its reconditioning program 
in defense centers in order to place existing structures on the rental 
or sales market as rapidly as possible.  

Moreover, on August 20, 1941, the Coordinator announced a special 
program to encourage repair and modernization of private homes which 
will be carried out through offices of the Home Owners' Loan Corpo
ration and local Homes Registration Offices. The program has been 
designed to make available to home owners without cost the services 
of fee technicians who will assist them in estimating the possibilities 
of repairing and converting their homes in order to make extra accom
modations available for defense workers. As much of this work as 
possible will be done by salaried employees of the Home Owners' 
Loan Corporation and a special fund of $100,000 has been authorized 
by the President for use in employing fee technicians wherever 
necessary. It is expected that a substantial volume of needed housing 
can be supplied by conversion of existing dwellings in areas where 
acute shortages exist.
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Defense Lending by Member Institutions 

The member home financing institutions of the Federal Home Loan 
Bank System are in an excellent position to do their share in satisfying 
the emergent need for additional housing accommodations in defense 
areas. These institutions have a long and creditable experience in 
the home mortgage lending field, are operating in practically every 
urban area in the country, and have ample investable funds, which 
can be augmented from the resources of their Federal Home Loan 
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Banks. They have been accounting for about one-third of all record
ings of urban mortgages of $20,000 or less, a fact which demonstrates 
that savings and loan associations represent a major source of the 
private credit which is being used to provide needed homes for defense 
workers.  

As a gauge of the extent to which member savings and loan associa
tions are participating in the production of homes for defense, the 
Federal Home Loan Bank Board has initiated a monthly study of the 
lending activity of member institutions in "defense housing areas." 
These areas include only communities so designated by the Defense
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Housing Coordinator and those defined as eligible for home mortgage 
insurance under Title VI of the National Housing Act. In both 
cases, a'severe housing shortage must exist before the locality can be 
approved as a defense housing area.  

During the fiscal year 1941, member savings and loan associations 
loaned $740,000,000 in defense housing areas. Although this over-all 
figure includes loans for all purposes, it is estimated that over 110,000 
newly constructed housing units were permanently financed by mem
ber savings and loan associations in defense housing areas.  

In addition to the defense housing areas above described, there are 
numerous localities in which the defense program has brought about 
an increased demand for housing, although acute shortages have not 
as yet developed. Thus, contracts let by the Army and Navy have 
resulted in a rapid expansion of industrial activity in a large number of 
communities where the problem of housing defense workers, although 
not yet pressing, is nevertheless serious. If these areas are included 
with localities of primary importance, the record of member savings 
and loan associations is even more significant. During the fiscal year 
1941, member institutions loaned approximately $420,000,000 in 
financing 160,000 newly constructed family units in all areas where 
defense contracts have been awarded.  

Lending by member savings and loan associations in defense housing areas, by 
purpose of loan 

January to January to Percent Purpose of loan June 1940 June 1941 change 

Construction -------- - ---- ------ --- $105, 837, 400 $137, 922,900 +30. 3 
Home purchase--- ----------- 107, 440, 900 145, 682, 900 +35. 6 
Refinancing -- -------------------------------------------- 57, 866, 000 55, 496, 400 -4.1 
Reconditioning ---------- ,- ------------------- 12, 031, 300 12, 768, 700 +6.1 
Other - -------------.---------------------- -- 26, 518, 400 26, 901, 500 +1.4 

Total -------- -- -------- 309, 694, 000 378, 772, 400 +22. 3 

Lending by member savings and loan associations in other areas, by purpose of loan 

Purpose of loan January to January to Percent 
Purpose o loan June 1940 June 1941 change 

Construction -------------- --------------- $47, 477, 600 $53,490,100 +12. 7 
Home purchase __ ----- ------- --- -- 47, 444,100 62, 659,100 +32.1 
Refinancing ----- - -------------- 28, 903, 000 29, 772, 600 +3.0 
Reconditioning_- --------- 10, 752, 700 10,847, 300 +0. 9 
Other--- ------- -. 17,256,600 17, 640, 500 +2. 2 

Total --- - --------- --- ---- 151,834, 000 174, 409, 600 +14.9 

The importance of member savings and loan associations of the 
Federal Home Loan Bank System as a major source of mortgage credit
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6 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1941 

in defense housing areas is further illustrated by a comparison of their 
lending record during the first 6 months of 1940, just prior to the 
beginning of the national emergency, with the first 6 months of 1941, 
when the preparedness program was well under way. As the preceding 
table indicates, loans for the construction of new housing in defense 

CHART II 
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areas during the first 6 months of 1941 show an increase of 30 percent 
as compared with only 13 percent in nondefense localities. Recon
ditioning loans in emergency defense areas also show a gain of 6 percent 
during the first 6 months of 1941, while loans for the same purpose in 
other areas increased only 1 percent. While it is impossible to say 
with any degree of exactitude to what extent the demand for homes in 
defense centers is being met by the reconditioning and conversion of
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existing dwellings, there are numerous indications that this activity is 
taking care of a substantial percentage of the demand for new housing 
accommodations.  

The first six months of 1941 also saw decided shifts in lending vol
ume among the twelve Federal Home Loan Bank Districts. Thus, 
as the chart on page 6 shows, the most substantial increases in 
lending activity and more particularly in the volume of construction 
loans made are found in the Federal Home Loan Bank Districts of 
Indianapolis, Cincinnati, Portland, and Boston. Undoubtedly, the 
unusual gains made in these areas are related directly to the fact that 
these same regions have received a large number of defense contracts 
and include a majority of the most concentrated defense centers.  

Participation of the Federal Home Loan Bank Board in the Defense 
Housing Program 

The Federal Home Loan Bank Board is governed by two principal 
objectives in its defense housing activities. First, it seeks to collabo
rate to the fullest extent with other governmental departments and 
agencies in the development of an effective plan to provide needed 
additional housing in defense areas. Secondly, the Board has taken 
various measures to assure maximum cooperation on the part of the 
3,839 member institutions of the Federal Home Loan Bank System 
in financing permanent-use defense housing.  

With the energetic assistance of the Presidents of the twelve regional 
Federal Home Loan Banks, the Board has been engaged during the 
fiscal year in carrying on a program designed to bring about the great
est possible cooperation from member institutions of the Bank System 
in using their resources to provide permanent-use defense housing.  
Each of the Bank Presidents, assisted by a field force organized by 
the Board for this purpose,' has initiated and carried forward a com
prehensive program designed to stimulate activity on the part of 
member institutions in his District. The basic objectives of these 
programs are to bring about complete understanding, active interest, 
and energetic participation in the national program for defense housing.  
The Bank Presidents, because of their familiarity with local housing 
conditions in their respective Districts, have also been able to assist 
the Defense Housing Coordinator in studying the defense housing 
needs of individual communities.  

Member institutions have been encouraged to analyze local housing 
and defense conditions with a view to determining the need for addi
tional housing facilities and the extent to which their individual 
resources can be employed in financing them. Associations have
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8 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1941 

been urged to join forces with others interested in local housing condi
tions to establish and conduct cooperative local defense housing pro
grams. In a number of cases, member institutions, in cooperation 
with other local lenders, have conducted reconditioning and moderni
zation programs in their communities. Such programs have proved 
advantageous since they provide within a short time additional hous
ing facilities, reduce the danger of overbuilding, and require much less 
capital than new construction.  

In encouraging these activities by savings and loan associations, the 
Board has been motivated by the desire to meet urgent needs for 
additional housing accommodations. However, the Board has cau
tioned lending institutions that it is of the utmost importance during 
the present emergency to r'equire observance of minimum construction 
standards, adequate inspection procedures, conservative appraisal 
practices, and firm collection policies. Enlistment in the defense 
housing program to the limit of each association's ability consistent 
with sound business practices is, in short, the obligation which the 
Board has urged each member institution to assume as its primary 
contribution to the national defense effort.  

Participation of member institutions in the defense housing program 
has been facilitated further by amendments to the Rules and Regula
tions governing the operation of Federal and insured savings and loan 
associations. Recognizing that the acute need for defense housing 
in many localities is placing emphasis primarily on the origination of 
loans, the Board has liberalized its regulations to permit insured 
institutions to sell mortgages and use the proceeds for financing defense 
housing when necessary.  

In the case of Federal savings and loan associations located in 
recognized defense housing areas, the Board has indicated its willing
ness to consider individual applications for permission to sell mortgages 
for the duration of the emergency without regard to the limitations 
established by the Regulations. Insured State-chartered institutions 
have also been advised that the Regulations have been amended to 
permit the sale of mortgages made to finance permanent-use defense 
housing. In taking this action, the Board had no intention of en
couraging its member institutions to engage in a program of unre
strained mortgage brokerage. Its purpose is rather to afford insured 
institutions a means whereby they can assist to a material degree in 
financing the construction of defense housing by setting up a revolving 
fund for the origination and sale of a substantial volume of their 
mortgage loans.
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As a matter of policy, applications from Federal savings and loan 
associations for permission to sell mortgage loans in excess of regula
tory limitations are carefully examined and permission is granted 
only where there is ample evidence that the supply of loanable funds 
available to the institution is less than the demand for home mortgage 
credit. The Board has also required Federal associations to submit 
evidence of carefully developed lending programs designed to avoid 
overextension of loan commitments as a result of too extensive use 
of the sale privilege.  

The Board has also amended its Regulations to make available to 
Federal savings and loan associations the procedure for making loans 
under Title VI of the National Housing Act. This new title, de
signed to encourage private building in defense areas, became oper
ative on March 28, 1941. It authorizes the insurance by the Federal 
Housing Administration of mortgages written up to 90 percent of 
appraised value on builder-owned properties located in areas where 
the President finds "that an acute shortage of housing exists or im
pends which wpuld impede national defense activities." The original 
legislation authorized insurance of mortgages under Title VI up to 
$100,000,000; by an amendment adopted on September 2, 1941, this 
figure was increased to $300,000,000. The Presidents of the Federal 
Home Loan Banks and the Board's special field staff have urged all 
member associations located in defense areas to take advantage of the 
insurance facilities of Title VI.  

Since 1938, the Board has restricted investments by the Home 
Owners' Loan Corporation in the shares of savings and loan associa
tions to special rehabilitation, cases. However, the Board has now 
decided that where justified, moderate HOLC investments may be 
made to provide additional working capital to meet defense housing 
demands. Such investments are intended to enable the associations 
to build up and maintain a revolving fund for the origination and sale 
of mortgages made to finance defense housing projects. In addition, 
the Board has announced that requests for the retirement of HOLC 
share investments may be waived upon application by associations 
located in defen'se areas. Associations applying for such waivers are 
required to demonstrate a definite need for the retention of these 
funds to meet defense housing needs.  

As already indicated, the Board has strongly urged the member 
institutions of the Federal Home Loan Bank System to participate 
in the organization of local committee groups to survey existing hous
ing resources and to determine additional housing needs in individual 
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10 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1941 

cities. The most effective local committees have proved to be those 
which bring together all community interests most directly concerned 
with housing-lending institutions, local housing authorities, operative 
builders, supply dealers, and representatives of labor and industry.  
Where local defense councils are in existence, the defense housing 
committees are usually set up as subcommittees of the councils.  

These committees are voluntary in nature and operate under no 
common plan of operation. Nevertheless, these groups are assuming 
a more and more important place in carrying out the defense program.  
It is true, of course, that national planning and coordination are es
sential to any program of housing for defense. Local community 
organizations have neither the necessary information nor adequate 
resources for assuming responsibilities outside their immediate 
locality. However, it is in the local community that the actual con
struction of needed housing must be carried on, where defense workers 
will be living and working, and where the post-emergency effects of 
defense housing will be felt. Any national organization removed, as 
it is, from the local scene finds itself handicapped in maling an analysis 
of either needs or resources without the assistance of those most fa
miliar with local conditions. The task of the Defense Housing Co
ordinator is made considerably easier in localities where he can rely 
for accurate information and analysis upon the recommendations 
of a well-organized cooperative committee.  

In addition to studying local housing problems as they are affected 
by defense activity, defense housing committees are undertaking 
numerous other responsibilities designed to meet the needs of their 
localities. The committees keep a check on the construction of defense 
housing to make sure that homes are made available as rapidly as is 
necessary. In many cities they have cooperated in the establishment 
and operation of Homes Registration Offices. By assembling in a 
central place all information on available vacant rooms, apartments, 
and homes, both for sale and rent, these Offices have proved an effec
tive means of putting existing housing resources to the most econom
ical use and are successful in relieving, in part at least, severe short
ages. Another activity of local committees is the stimulation of 
programs to repair, modernize, and convert existing dwellings, thereby 
adding to the housing supply and avoiding unnecessary new con
struction.  

In summary, the formation of local defense housing committees has 
been encouraged for the primary purpose of maintaining current 
information on the progress of builders in supplying the defense 
housing tentatively assigned to private enterprise and to deal with
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DEFENSE HOUSING 11 

the post-war housing problem and the orderly liquidation of any 
excess housing which cannot be absorbed when the community 
returns to normal.  

At the close of the reporting period, the Defense Housing Coordi
nator announced that private industry would be expected to provide 
a minimum of 400,000 new dwelling units in defense areas during the 
1942 fiscal year. The record so far made by private building interests 
gives every reason to believe that this goal will be met. Certainly the 
member home financing institutions of the Federal Home Loan Bank 
System, whose "assets now total more than $5,000,000,000, can be 
expected to finance a substantial proportion of the housing needed for 
defense.
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