Refer to Economic Stabilization File for balance of
information.

October 23, 1943
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The original authorization under Title VI was for §100 million;
the present authorization is §1,000 million. Surely, in the circumstances,
there should have been & reappraisal of the program before now, especially
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since, by the time the Title VI authorization is exhausted, the amount of
insured mortgage debt ocutstanding on this admittedly risky stuff will
be over one~third as much as is outstanding under the regular FHA program.

1 shall not undertake to discuss your letter in detall at this
time, although I must say that as a reply to the issues that I have raised,
it does not stand wp under close mnalysis. Here I shall merely peint out
& few of the more obvious inadequmncies.

Your ocontention, for example, that 1 am concerned only with the

shelter that could be provided for war workers, it would have to be
built, but you have proved in your own program that a given amount of
resources will provide more housing if it is used in temporary, publiely=-
financed structures than if it is diverted to permanent buildings, whether
publiely= or privately~financed. Regard for these real and present
economic facts, therefore, dictates that the war housing program should
be completed with temporary housing.

To sey that I em not solely concerned with the future is not
huythtm&dmt&mattsﬂumumhmmt. Housing is
Mm,wm.umvmmumucm
the present have effects far into the future. num&u
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on when the war boom is over, although at the same time
no better idea than I hawe of how population will
!ndiuipbmmdmmmmtwm
there is any doubt at all ebout its future usefulness is, in my
unjustifiable. Whether an aree loses population or not, Title
ing, especially that built in the last year or eightesn months,
going to have unfortunate effects,
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In any area that retains a substantial part of its wartime
increase in population, peacetime building is apt to be of so much better
guality for the price that owners of Title VI houses will lose what eguity
they have., If, on the other hand, & war production area loses population
so that, after public war housing has been removed, there is a surplus of
accommodations, that comsmnity can hardly rely on house building to pro=-
vide employment. This iz not to say that I ondorse the restriotionist
view that present needs must go unfilled so that we may keep a backlog
of work to be done at some time in the future. The point is that the
present program is murturing a boom in the construction of inferior
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tion == & conolusion which you will admit is ridiculous., Second, mmu

and, in a few cases, thousands of units in a single project. It is
unrealistic to insist that the present program is necessary to prevent
the housing industry as we have known it from languishing. lMuach more %o
the point is the fact that, by encouraging the building of Title VI
housing now, you are killing postwar markets which might otherwise exist.

You object to my observations on the war housing program on
the grounds that I am ignorant of the day-to-day problems involved in
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This digest from Mr. Wood was copied as a memorandum
(without Fed.Res. heading)and given to Mr. Blandford

C‘ by Chairman Eccles at luncheon on December 13, 1943
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December 11, 1943
N Chairman Eccles lire Blandford's letter
Remsay Wood of October 29, 1943.

In his letter of October £9, 1943, lMr. Blandford maintains that the
present war housing progrem is as close %o what we have said is desirable as
the pelicy laid down and the funds made available by Congress will permit.

This is true to the extent that Congress has limited the conditions under which
public housing may be built and has been less willing to appropriate funds for
public housing than to extend the authorizetion for meortgage insurance under
Title VI of the National Housing Act.

An impertent consideration, however, is the faet that Mr, Blandford
is operating under policies advocated by his predecessors and adopted by Congress
as early as 1940 and 1941, and, as far as the public record shows, he has made
no attempt to have the policy changed to meet the greatly altered situation which
now exists. In particular, neither he nor lr. Ferguson hes ever pointed out the
shortcomings of Title VI as an instrument of war housing poliey.

The cese for a change in polioy is strong and Mght be made on the
following groundes

1. The prospects for postwar usefulness of additional permanent
housing sre steadily declining,

2, Permanent, privately-financed housing requires more mhrmh
labor, and time than does temporary, publiely~financed housing.

%e Title VI insursnce is unsound for these reasons:

8 BSince the builder runs no risk under it, there is
nothing to deter him from building houses for which
there will be no market af'ter the war.

be Since the lending institution is fully protected,
it has no incentive to check unwise building.

¢+ BSince inoreases in construction costs are being
gnized as valid for valuetion purposes, prices
of Title VI houses are being boosted nbove those
for comparable houses built in peacetime. When
normal building is resumed, these prices will prob-
ably be deflated, resulting in loss of equity %o
the waretime buyer.

de Since Title VI housing is overpriced compared with
comparable housing built under normal conditions,
it costs the present ocoupant more, whether he buys
or rents, than it should.
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e+ Ocoupants of Title VI houses are being encouraged
to buy them although the prospects for postwar
employment where they now are may be slight. They
are thus underteking obligetions for the future
which they have no assurance of being able to fulfill.

f« By the time the present Title VI authoriszation of
1,6 billion dollars has been exhausted, almost one=
third of ell FHA mortgage insurance in effeet will
be under this admittedly risky title.

L. There is a widespread hope that enough residential building
will be undertaken efter the war to help maintain income and
employment. MMany war production arees, which will require
such employmentemaintaining measures, are being overloaded
with permanent war housing which may aot as a deterrent to
further bunung.

While Mr. Blandford and Mr. Ferguson have administrative powers which
ocould be used to bring about the altered housing program which would be desirable,
Congressional approval is necessery, not snly to proteet them against unwarranted
charges of arbitrary action end prejudice against private enterprise, but alse to
insure that the funds necessary will be made available.

Some of the steps which they might teke eare: they might bring the
definition of prospects of postwar usefulness closer to the FHA definition of a
"sound econcmic risk™; they might establish o date on which building costs were
as high as will be recognized for valuation purposes under Title VI; they might
change the imterpretation of the builder's equity so that it must ineclude some
cagsh invested by the builder as an evidence of his belief in the economic
soundness ol the housingj and they might further ask the builder to demonstrate
his faith in the postwar prospects of the housing by requiring that all new
private wear housing be rented for the duration of the war end six months there-
after. ideasures such as these would probably make unnecessary changes in the
text of the Lanham Act, since, if they were required to risk their own funds,
few builders would undertake privately~finenced housing.

If Mr. Blandford were to present to Congress the issues raised by the
present program, request approval for & program which emphasiszes publiely=-
financed temporary war housing, and indicate the administrative changes he is
ready to make, there is at least a fair chance that Congress would approve the
desired program and make available the funds needed to carry it ocut. BSince
recent developments suggest that edditional funds will become inoreasingly
difficult to obtain, it seems hardly likely that even if the proposed change in
poliey were rejected, less money for public housing would be fortheoming then
is now to be expected under the present poliocy.
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