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irmen Fccles Subject:____Attached memorandum
- fom J. M. Daiger, %&7 — - - e

The attached memorandum was prepared for yesterday's meeting,
but I did not bring it up then because the set of amendments to which

it refers was not tsken up by the group.
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Confidential
Februsry 6, 1936

TO Mr. Delano SUBJECT: 1936 Housing Program
Hr. Eccles
Mr. Fa.hey
Hr. Grimm
Mr. McDonald

FROM J. M. Daiger

Though there is no conflict between them, there is an es-
sential difference between the set of amendments to be outlined at
today's meeting and the suggestions for a 1936 housing vrogram out-
lined in my long memorandum of December 30, and then summsrized in
my memorandum of Janusry 6, and further summarized with reference to
the main items of the proposed program in my memorandum of January 20.
The last-mentioned memorandum is the one that was used as the basis
of discussion at the dinner meeting arranged by Mr. Eccles.

There is also an essential difference, though not any con-
flict, between the set of amendments to be outlined by Mr. Ferguson
today and the conclusions tentztively reached in the series of daily
meetings which was neld by the FHA executive staff during the week of
January 13 and which ¥r. Grimm and I attended at ilr. iicDonald's in-
vitation. This ceries of meetings preceded the dinner meeting arranged
by Mr. Eccles. Since then another series of meetinzs was held by the
FHA executive staff and was attended by several of its field representa-

tives znd by reoresentatives of several approved-mortgagee institutions.
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At a meeting of the FIIA executive staff on Tuesdsy of this
week, which Ifr. Grimm and I were invited to attend, it was explained
that the altered conclusions resulted from this second series of meet-
ings. 1 shall therefore simply point out here what I regord as the
essential points of difference between the later conclusions reached
by the FHA staff and the suggestinons which I huve discussed at length
with all the members of the present group.

The FHA staff has for some weeks regarded the establishment
of a national mortgage association, with a capital of $100,000,000
of Government funds, as the most important housing amendment to be sought
in 1936. This proposal was put forward before my first memorandum on
the 1936 housing program was written. The purpose of the proposal was
to give the FHA full control of operations under Title III and to put
it in & position where it could stand ready at all times to take any in-
sured mortgages offered to it by an approved mortgagee.

The proposal did not originally contemplate the making of
direct large-scele loans by the associution, which I coupled with my
suggestions for financing large-scale operations to sell or rent at a
relatively low price per dwelling unit. With a cepital of $100,000,000,
however, and with a 20 to 1 leverage, the association would be able in
practical effect to constitute demend loans of $2,000,000,000 of in-

sured mortgages, both those made under the general provisions of Title II
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and those made on lurge-scale projects under Section 207,

I fully agree with the view that such an association would
effectually meet what the FHA regards as its most serious problem—
namely, the resistance of lending institutions to the insured mort-
gage, not because it is insured, but because it ties money up over a
period of 20 years, at an interest rate which lending institutions are
still prone to regard as abnormelly low, and at a timne when the per-
sistent talk of inflation puts a premium on demsnd and short-term
comnitments. But I do not regard as tenable from a Treasury stand-
point an arrangement under which the Government would steand ready at
any time to convert into cash insured mortgages up to $2,000,000,000.,

The matter of making Title II1 workable occupied an important
plece in my list of suggestions. Nevertheless I did not and do not
regard it as & matter to which all the other suggestions sre subordinate.
On the contrary, though I included it as an essential part of a 19336
program, I put the emphasis on two major objectives to be aimed at by
the program as a whole and not on the organization of a national mort-
gage assoclation as a major objective.

Coupled with a number of suggestions thuat contemplated mere
amendments of detail, there were in my previous memoranda various items
that tended to make of the oroposed 1938 amendments an integrated pro-

gram. This program was designed to give an impetus to, and to put the
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stamp of Administration apvroval and encouragement on, the construc-
tion of small houses to be financed in the ordinary manner and the
large-scale construction of both small houses and apartments to be
financed by means not now available., I included suggestions for hand-
ling loans up to 90 per cent of the nurchase price, for establishing
a land-acauisition and construction-lozn insurance fund, for handling
through private sources loans for slum~clearance and neighborhood-
rehebilitation projects, and for using national mortgage associations
as a source of direct loens on large-scale operations.

If consideration of the proposed 100,000,000 mortgage associa-
tion is to be abandoned in view of the developments at the White House
on Tuesday, then I think it would be easily possible to obtain Administra-—
tion sponsorship for an integrated program such as that for which I have
sought to obtain the support of the present group. As I see it, the
economic need, and for that matter the political need as well, is for
a clear-cut program, to be embodied in a Housing Act of 1936, and not
merely a lot of miscellaneous amendments which, though necessury and
helpful, mzke no appeal to the popular imagination and make only a
casual aporoach to the kinds of construction activity for which there

is the greate8t economic «nd social need.
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