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BOARD OF GOVERNORS

OF THE

| FEDERAL RESERVE SYSTEM
Office Correspondence Date_ gudii ks 4
Jo__Ne. Hervsey e Subject: =

From _ Miss Egbert bk

Mr, Eccles would like you to look over the attached letter and
report received by the President from the National Housing Committee and
give him a brief statement of what you think of the informatiom. He
would like to know if it appears to be reasonably accurate amd a valuable
contribution to the housing situatiom. If so, he would like a very brief
digest of the problems raised and the conclusioms which can be drawn from
the report both for his own information and to send to the White House,
if the information is of such value that it would appear advisable for
Mr. Eceles to send such a memorandum to the White House. In any case a
reply should be prepared for the President's signature. Mr. Becles would
like to have this by the end of this week or the first of next week.
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NATIONAL RESOURCES COMMITTEE
NORTH INTERIOR BUILDING
WASHINGTON

November 16, 1937.

Hon. larriner S. Eccles, Chasirmen,
Board of Governors, Federal Reserve System,
Federzl Reserve Building,
Washington, D. C.
My dear Mr. Eccles:

Doctor Merriam tried to reach you yesterday afternoon
by phone, and in accordance with your understending with
him after the conference st the White House on July-13, I
am enclosing herewith for your confidentizl informastion a
copy of the statement on Housing which we tﬁipsmitted to
the White House yesterday.

The views expressed in this statement . are, of course,
the personal recommendations of Mr. Thomas C. Blaisdell
who has conducted the study for us. His progress report
is to be reviewed and commented upon by our Advisory
Committee in a further repgft to the President.

We would appreciate your comments and suggestions

on this next step.

Sincerely yours,

F Jz ric A, Delano,
encls. Vice=Chairman.



NATIONAL RESOURCES COMMITTEE

INTERIOR BUILDING
WASHINGTON O /md/d

Kovember 15, 1937,

The President,
The "hite Momse.
iy dear ¥r. President:

1 an $ransmitting herewith s memorandum on the subjeet of NHousing,
prepared by Dr. Thomas C, Blalsdell, of the Industrisl Committee of the
Hational Resources Committes, as submitted $o the Advisory Committee.

Supporting documentis, although otill in process of revision, are availe
able for transmission %o you if you so déeirs.

!twnmﬁlumm“raumtwam“sw
Grouvp" on July 15, 1837, you requested Dr., Charles B, Merriam to under-
take the initiative (nnm)umqmw;a;mammm
of Housing. In consultation with Usssrs. Decles, Fahey, Imbin and others,
Doetor Merrism was advised that the shortest and dest comrse would be to
operate through the Industrisl Commitiee of the Natiomal Resources Come
mittee (of vhich he was then acting chalrman). That comaittes had
previcusly sterted a study on the Housing and Construction Industry. In
pursuance of the advice then glven to svoild getting vp new and entangling
comnittees and to cut through all pessible red tape, Doctor Blalsdell
was anthorized and directed to procced ss rapidly ss possible, end on
July 16 submitted an outline of asectlion calling fors

I. The preparation of & uemorandux on Housing Action, to be sube
mitted to you shortly. This preliminary memorsndum, s copy of whieh
n«a‘:’mnwmmmmmumumumutm'
herswith).

11. Doctor Blalsdell's conclusions and recommendations as sub-
mitted to the Advisory Comsittee are transaitted herewith without
opportunity to obtain the eritical comment of the Industrisl Comuittee
or the Advisory Commiitee of the National Hesources Uommittes. The basie
material from vhich these conclusions are drown are atill in process of
revision. It is the Comulttee's thought that these materisls be prepared
for publication after critical review.

111. The basie study of the relationship of the construction
industry to cconomi¢ balance is procesding in conjunction with the
breader study of ecconomic belance. It is still oo early to indleate
the date at which this material will be avallable.

Hespectfully submitted,

rl?titgit/i/zfed for FﬂRASER / Frederiec A. Delano,
p://fraser.stlouis 1 Chatrnan m‘w Uommittee
Federal Reserve éiﬁgl?& Louis ¥ t *
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CONFIDENTIAL

The Advisory Committee
Vashington, D Ce

Gentlemens

The study of Housing snd the Construction Industry which
is now mearing completion hes been emtitled, for purposes of sub-
mission to your Committes and for criticism by the Industrial
Seotion, "Some ¥metors in the Development of Housing Peliey in the
Undted States.”

1t should be recalled that the underlying endeavor of this
study has been to locate the strategic polmts of influence in this
industry. It was hoped that a basis for policy determinstion would
be reached. It is mot surprieing, however, that it has been impos-
sible to locate any magic methods by which the industry can be
accolerated or slowed down to any great extent.

in order to establish & droad freme of referemce for thinking
sbout "the cost of housing,” the following rough averages may be
used to show the relationships between the various factors which
enter into the costs of housing for most of owr people:

Federal Reserve Bank of St. Louis
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A+ On & primary capital outlay basis for owner-occupied houses:
1o land ready €0 280 « « + « « ¢ ¢ 5 s ¢ 0 ¢ 0 o MI
2. Bullding construotion « « ¢ o « o » s o o o o C50-850)
a. labor costs . . Z00-L5E
be mmm.mm;w‘wgw
oe Overhead and profit . . « « + o 150-20%)
Bs Om & monthly outlay basis for owmer-cccupied houses:
1., TFinancial cherges, interest and amortizatiom
By TOXOE + o s s 00 s s s s e v e s e e JOHBOE X
vaintenanve, replacement, and inswrance . « » 107208
o vWater, electricity, and heat .« + o o o+ o o 1OF=15% V

5S¢ Transportation to and from work « o ¢ o o o o ”‘m

100%

?l

From an asalysis of the materials brought together in this
report I draw the following conclusions:

l. There are no discernable methods by whieh this industry
will be revived or stabilized within a short period of time.

2+ The remt-(selling price)-cost ratio can still be regarded
as & strategie relationship in private building.

3+ The cireular relationship of purchasing power and productive
aotivity, while fundamental, still defies anmalysis as to motivating
foree. 7The dominant influence on private building sctivity still seems
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.3.

%o lie in suticipations rather than existing situations. Produstion
goonms to be in advance of effective demand, hente in part creating that
demand. Fven though high costs seem to accompany high setivity, there
is no indicetion that they induce activity.

Lie At the present moment lowering of costs from whatever
source can stimulate setivity and ralse it to a correspondingly
higher level. But a single change should not be expested to produce
a high rate of activity.

S5e The most influential action which can be taken by federal
authority lies in further extensions of steps already begun in financial
organisation and methods. Such action can have two effects:

6e The most promising attack on costs is an "all along the
line" approach which deals with finance, labor, materials, design, and
industrial organisation with & background attack by way of city and
site planning.

7+ Prefabrication carries little promise of practical appli~-
ostion in volume in the near future. Even should prefabrication be
widely adopted as a construction improvement, savings in cost can
probably not accommt for a reduction in exvess of 15 percent in
rentals (costs of housing of urban dwellers).
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8s large-sople operations which can produce savings are
possible, but supervisory problems are sericus in dealing with
large-soaleo operations in the smallehouse fields

O« Land contrel is of dominant lLuportence. This means the
protection of neighborhoods against blighting influences; the power
to consolidate premmturely developed subdivisionss soning controls;
ety planning; projects on sufficient aoreage to protect individual
sitesy the public owmershilp of lands as reserves for expension.

10+ lunieipel costs and services as reflected in real property
taxes are of outstanding significance though a considered judgement is
fmpossible at this times The need for a real study of this field is
imperative (as recommended in the Urbaniasm report).

1l. mmmmﬂrmwm,h
spite of four years of experience, must necessarily be slow in develop-
ment since most local authorities are neither orgenized nor teclmically
equipped to move shead rapidly, and the U. 8. Housing Authority will
noed to reorient existing administrative meshinery before it ean
funetion smoothly under the new laws

12¢ A strategiec point in the whole progrem both publie and
private lies in the subsidy poliey to be adepted by the U. 8. lousing
Authority. GSubsidy is & powerful wespon which can be used to indwee
lower costs and efficient operation. Skeptical observation suggests
it will condinue o De an incentive to imefficiency. The U. 8.
Housing Authority can use ite subsidies formally to insist on and cosx
low costs by loeal suthoritiese It oan use its influence informally
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to bring about the use of methods by combrastors and builders which
would slowly change the pattem of construetion in memy parts of the
countrys mmmmmummm
with all of the stremgth and wealmesses of such bullders in the industry.
The temptation will be to acespt "what is" instead of whittling inte
the knotty problems of costse

13¢ PYer a large program of public housing, subsidies as high
as those permitted for the relatively szall progras contemplated in the
Vagner Housing Aot would probably becowe burdemsomee. This is partiou=
larly true if they are supplemented by a large degree of tax exemption
in the mmicipalities. This points to the necessity of nmarrowing the
differential between present costs and the amount whiek the lower ine
came groups can afford %o paye

The docwsent submitted todey contains the following
eontributions:
#Foreword, by Thomms Ce Mlaisdell, Jr.
1. Speial and Ueonomic Considerations, by lowell J. Chawmer
an; Location Factors in fHousing Programs, by Jacob Crane
+111, 7The Signigicance of Site Plamming, by Frederiek Bigger

*IVe Construction Stendards, by
Mﬂuhzhﬂnu: on 8, by

Ve Finaneing Home Building, by Ormond Loomis

Vie Legal Problems in the NHousing Field, by Hommce Hussell
*Vile Suilding Materisls and the Cost of Housing, by Theodore
WIIl. mmmumwmm

IXe The Eignifiocsnce of Small House Design, by Plerre Hlouke
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 ¥e Special Problems of lental Housimg, by Hugene Klaber
*the Interrelation of Factors, by Thomes C. Plaisdell, Jr.

Exeept for minor editorisl ohanges thoss chepters marked
with an agterisk (#) are in finished forme The others arve still in
process of revision.

cmneumumimmmmumma
the Indugtrinl Seotion for comment and correotion.

In eddition I an submitting specifie sugzestions as o poliey
and possible action. These suggesbions have been culled from the
docwssnts submitted by the participants and supplemented by additienal
Mmutwm.

lespeetfully,
(sxomEp) THOMAS C. DLAISDELL, JR.

Thozss Ce flaiedell, Jr., Consultant
Industrial Strusture Study
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CONFIDENTIAL

RECOMMENDATIONS

WWith a profound realisation of the inherent difficulties
of carrying out the recommendations suggested below, I have indioated
in parentheses following each recormendation the various agencies
which seem to be concerned with the particular problems.

Thomes C. Blaisdell, Jr., Comsultant
industrial Structure Study

November 13, 1937
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o , POLICY

le m.z».i.mmmmmwaw
for future housing development. The study of land policy for the
use of publicly-owned land. (USIA)

2. Encouragement of government research in the fields of
materials and equipment. (National Bureau of Standards)

S. A fundamenmtal study of the impact of real property taxes
end other taxes om the velume of housinmg. This should be a phase
of the tax study recommended by the Urbanism Conmittee. (WRC in
cooperation with other government sgencies)

4. Unifiomtion of tex and specisl assessment collestion
sachinery by meny jurisdiotions. (USHA, PFHA, FHLBB, and state
legislatures)

s DBetablishment of consulting service in the federal
government to assist local jurisdiction im the field of regiomal
and oity planming. (USHA or WRC)
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FINANCE

1. Persens unable to provide an equity of 20 percemt on
purchase price should not be emcouraged to undertake the purchase
of a home, ¥hen the first cost of the home has been reduced mate-
rially say to $2500-§4000, then lower percentages might be
considered. (FHA, FILBB, RFC Hortgege Corperation) |

2. Heorgamization cof the mortgage market:

(a) Encourage the further use of the high-ratio, long-term
amortized mortgege. (FHA, FHLBSB)

(v) Bstablishment of Federal Hortgege muuﬁm..
(Congress, FiA)

(¢) Extension of privilege of guarantee under FHA of mort-
gages on apartments and multiple dwelling units. (Congress, VHA)

(d) Amondment of National Housing Act to permit lower annual
insurance premium to be calculated on the unpaid remainder of the
mortgaze and make possible lower rates on a 50 percent mortgage tham
on an 80 percent mortgege. (Congress, FHA)

(e) imend the smgner-iteagall ot te permit government losns
to limited dividend corporations and bena fide cooperative associa-
tions, Alternative setion is possible through RI'C Nartgege Corpora=-
tion (guaranteed mortgages can now be written through FIA on such
projects). (FHA, RFC Mortgage Corporstion, USHA)

() Betablish a second mortzage market with direct governmat
loans at low rates. (If /A eppraisals sre sound the mechinery

Federal Reserve Bank of St. Louis



FIRANCE (Continued)

would be available to carry out such & program without diffieulty).
This should be considered in conjunction with proposals for the
90 percent guaranteed wortgage. (FiA,FHLDB)

(g) Mliminete in private lending agemcies excessive charges,
fees, renewals, insurance bills, ete. (the corollary of (a).)
(FELBB, #HA)

(h) #implification and reduction in ocost of title examination
andé recordation, and foreclosure procedure. (state legislatures,
FHLBB, FHA)
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l. Large scale building companies c¢an be encouraged by
local housing authorities but the method of direet attack is not
clear. (USHA through loecal housing suthorities)

2. uimplification and standardiszstion of design as now
being stimulated by the FHA snd the FHLBB program of education of
architects and other participents in building process. (FiA,
FHELBB, Hational Buresu of Standards)

3. Modification of building regulations wherever they do
not conform to known stendards snd wherever they represent mono-
polistic faveoritism should be pressed by local authorities. 2
job for techniciens and politicians, (Wational Bureau of Standards,
FHA, FHLEB, USHA)

4, Bfficient managerisl organization on the job in respect
to regular supply of materials end organization of work ocrews.
(Private companies, looal housing authorities)
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le Large scale purchases will make pessible reduction
of costs for some meterials and eguipment, (Private companies)

2. Standerdisation of sizes, quality. (Trade associa=-
tions, National Buresu of Standards)

3. lodifieations in distributive customs some of which
in effeot nowoonstitute collusive methods of maintaining margins.
{Private companies, government purchasing agents)

Le ¥odification of mmiecipel regulations which are in
effect legal collusion. (Municipal govermments)

S5¢ Detail changes in teriff items wherever they can
produce lower prices. (Tariff commission, Department of Commerce)

6. Hodification of freight rates. (ICC)

7+ Use of antietrust statutes in basing point cases.

(FIC, Department of Justice)

8. Organisation of mmicipal, county and federal procure~
ment officers to combine purchases and strengthen bargaining power.,
Use of authority to make cutside comtracts when "tie-bids" are
presentede
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1, Adoption of uniform mortgege and foreclosure acts by
the states. (FHLEB)

2, Adoption of umiform mechanics lien acts by the states.
(¥Ha, FHLEB)

3« Development of more efficient land title registration
by the states. (FHA, FHLEB, State legislatures)

L State legislation should be developed more adequately
%o supervise mortgege financing institutions. (FH A, FHLBEB, State
legislatures)
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LABOR COSTS

1. Encouragement of long=time hiring with rate

‘differentials for guaranteed employmente (Department of Labor,

Digitized for FRASER
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trade unions)

2« Development of more adequate appremticeship training
programse (Departments of labor and Interior, trede unions)

3o Efficient organization of erews on the sites
(private contractors, trade unions)

4. Speeific action against racketeering in the few
centers in which it exists. (Local legel authorities, Department
of Justice)

S5¢ Negotiations with local union officials on detail
points of job operations, productiom standards, wage rate
problems on the basis of broad national union policies, Coopera=-
tion between contrectors and umions should be om the basis of
stabilisation of annual income and efficient mamagement of crews,
not on the basis of raising costs. (Contractors, trade unions)

6e Simplificetion and standardization of design,
(PHA, FHLBB , National Bureau of Standards)

Federal Reserve Bank of St. Louis
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TER

1. Amend Wagner-Stesgall Act to permit loans to limited
dividend corporations, end to bona fide cooperative societies.
(Congress, USHA)

2. Use federal subsidy as & device for stimulating lewer
costs and better organisetion of industry, (USHA)

3. Study of local tex exemption for publicly constructed
dwellings. (USEA, NRC)
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1. Study mepagement probloms of existing publie housing
developments. (USHA and local housing authorities)

2. All publie projects should be anmalysed completely from
site soquisition to finel menagement before proceeding wi th any
development. (USHA and local housing suthorities)

S. Construction and plamming of projects should be under
the same supervision. (USHA and locel housing authorities)

4. The syggestions for lowering labor and meterials costs
(in connection with private housing) apply to public housing w th
still greater force since they will be umder publiec coxntrol.
(USEA and local housing avthorities)
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LEGAL

1. Amend Wagner-Steagall Act to modify the requirement
for demolitions concomitant with construstion of new structures.
(UsEA, Congress)

2. Purther dovelopment of state lews autharising the
establishment of housing suthorities. (USHA, State legislatures)

S. lore gemeral establishment of powers of local housing
authorities to operate outside the munieipael limits. (USHA and
State legislatures)

4. Clarification by litigation of the grents of pawer of
eminent domain to housing ewthorities. (USHA, Lecal housing
suthorities)

5. Lstablishment of legal suthority to check "wildeat"
subdivision and pool property in defumet or blighted arcas.
(state legislatures, USHA)

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



December 2, 1937.

Honorable Frederic A. Delano, Vice Chairmen,
National Resources Comuittee,

Horth Interior Building,

Washington, D. C.

My dear Mr. Delano:

This is to thank you for your letter of November
16th enclosing & copy of your letter of the preceding day to
the President and the confidential report made to the Ad~
visory Committee of the National Resources Committee by Mr.
Thomes C, Blaisdell, Jr.

Inasmuch as I have been under extraordinarily
heavy pressures here largely in connection with the housing
problem, I have had but little opportunity to study and re-
flect upon the meny lines of approach to this problem which
are indicated by this material, and I am hesitant now about
venturing to give you comments and suggestions covering so
wide a range. It is evident, however, that a good part of
the program suggested is long range in character, involving
& great deal of research and study as well as changes in
both governmental and municipal policies. For myself, I am
primarily concerned with the urgency of the housing problem
and the need for doing those immediate things which so far

a8 possible will give & prompt stimulus to the entire in-
dustry. Therefore, I have been particularly interested in
an attack on the cost question.

The legislation which the President has now
sent forward to Congress was worked out by a committee with
which I had the honor of being counnected. This legislation
and general program refleécts my own views with regard to
what can be done immediately. It is apparent from this that
I do not find myself in accord with those recommendations of
Mr. Blaisdell which assume that ®persons unable to provide an
squity of 20% on purchase price should not be encouraged to
undertske the purchase of a home™. HNor am I kindly disposed
towards a reversion to the second mortgage principles, for I
think experience has demonstrated the abuses and difficulties,
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Honorable Frederic A. Delano - (2) December 2, 1937

particularly with regard to the costs to the home-owner, that
have resulted under this system.

However, with other recommendations I am entirely
sympathetic and some of them, as you will note from a study of
the proposed housing program, have been embodied in that pro-
gram. As you are well aware, this whole problem, both from a
short and a long range viewpoint, is so extensive and compli-
cated and so beset by controversy that I would not wish within
the space of a letter to undertaske to meke comments and sug-
gestions such as you reguest for it would be impossible to
cover the field adequately on many points.

You will, I am sure, understand why I have been
delayed in responding to your letter, but I wish to express
to you my appreciation of your courtesy in submitting this
naterial, which I am transmitiing to our steff here for fur-
ther study and analysis. :

Sincerely yours,

¥. 8. Eecles,
Chairman.
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