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BOARD DF GOVERNORS

DF THE

FEDERAL RESERVE SYSTEM

Office Correspondence
o lr« Jersey Subject:.

From Hiss Egbert

Mr* Eccles would like you to look over the attached letter and
report received by the President from the lational Housing Committee and
give him a brief statement of what you think of the information. He
would like to know if it appears to be reasoaably accurate aad a valuable
contribution to the housing situation If so, he would like a very brief
digest of the problems raised and the conclusions which can be drawn from
the report both for his own infora&tioa and to send to the White House,
if the information is of such value th&t it would appear advisable for
mr* Eccles to send such a memorandum to the White House, In any case &
reply should be prepared for the President's signature. Mr. Iccles would
like to have this by the end of this week or the first of next
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NATIONAL RESOURCES COMMITTEE

NORTH INTERIOR BUILDING

WASHINGTON

November 16, 1937.

Hon. Marriner S. Secies, Chairman,
Board of Governors, Federal Reserve System,

Federal Reserve Building,
Washington, D. C.

My dear Mr. Bccles:

Doctor Merriam tried to reach you yesterday afternoon

by phone, and in accordance with your understanding with

him after the conference at the White House on July-13, I

am enclosing herewith for your confidential information a

copy of the statement on Housing which we transmitted 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 report to the President.

We would appreciate your comments and suggestions

on this next step.

Sincerelx yours,

ieric A. Delano,
ends. Vice-chairman.
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NATIONAL RESOURCES COMMITTEE
INTERIOR BUILDING

WASHINGTON

Mo water 15, MHt*

&y dear I N

I a® trawwUtlaf a—olta & sseaersjiittsi oa the gabjeet of l ,
prepared % Dr. thoaas 0. aigigjillj of tfc* F»JM trill Ceeaittee ©£ the

t Goamittee, «* milmtitted Id the MTissory CoaadtUe.
£&ihc»ih s t i l l l a py«ae««

for trajRssitii'Oa fco you If you to i

I t »@3r b« r»o«^l«d that l a t l mmmt at ft ae«tl»g @f ywur
15, 1937, yea WQa©«t̂ d XNr* 0fearl#s B. M#rrls® to

the I n i t i a l l y ilm w& ®&m®m) in nhmlm up » i«t«>r% «• tlt
•f H«m#img. la e©E3mlt&tiaa with J%@Br*» %«!«», $abwyt Im&im and

as «4vis«t thai the short«ft aad b«tt êcmr§# wemld ^# to
the Indus t r i a l Coanltt«» of %bm M&ti&fml S««<mre*»

mltt®# (@f wiiish he w&8 then

of the aiTiee th*a glT@a to avoid te t t la^ up ntm
and to cut throm# a l l rx-,»ikle r»d t«p«,

w&« authorls«d »ad directed to proceed as rapidly ma nosr.ibis, aad oa
July 16 f ^ s l l l t i iwtt outll/ift of *ctloa calling fort

I* flit prepex^ticn of * ^uara&tai oa Hmisisg Act lea f to be
®itt«t to you shortly, fbi* pMllaiaiury mmvm$®m$ $> mw *
i s ettaleced fc>f»»lHl, was ^aly traaealtted to y«am ©» A-«t̂ a»t 16 (copy

I I . doctor BlAicdell1* eoacluiiioa* and re@o»neiidmtioae as
Advisory OoA^lttc* ar# transmitted herewltfa without

to obtaia the cr i t ica l coi^eat of %h® la^sistrial Committee
or the AtflMfff 0ommltts# of tln» l&tloaal .iesouroes Coasittee* $b* ba«ic
ar ter ia l f«o» which these ©oaclusloas are tr@»» &re s t i l l la process of
revlsloa. I t is %h& Gflutuitt**1* tkmght that ta««« nmterlalt
for pufclie&tlosi after e r i t l ca l

I I I . the b&sie ataAy of the wlatio»shli> &t the
fflfttlilf to ©coaonic balaiioe is proc««dla« la eoaJanetloa vita the
broker study of ecoaoale %alamc#« I t i s s t i l l too early to lndle&te
the date at i t*!* this la&terlal will INI

Bc-speetfully mibmitted,

U B@la2fcot
a t t . - Chairaiaa, Mirlsory Oomslttee*
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, 1937

SMoweta Con&lttee

the stn% of Banting iy&d the Cenjrfcruetion Industry vhioh

is mm m&rim& ooapletion 1ms fc®©n entitled* far fnrp®$$a of stA-

C«pdtte« ejad for er i t le lm by the ladustriel

a the D#*»i«af©imt t t H^uslag P©li«^ in th»

It ghould fe# r®@ell#4 t l»t tit® tmderlyi^g ea^emvor i f this

h&a been to loeate the ttratogio points of iafluDnoe im this

It ims hop̂ d that m basis l^r poiioy d f̂c«rmiimtio

¥0 refteh*6« 1% is aot s'orpritlsg* howerer^ that i t h&n been

sible to loeate any K»§i© ®ê i@4s !jy ^hioh the inslnetry ©an be

or ®lmm& &mm to aay great exteixt*

Im order to establish a brond frea* of re^rene© for

"the e©#t of hmmis^f^ ®m ftllevlne roogh ai^rages BM̂T *•

used to «ho« the relationships betneesi the Tsurious faotors vhieh

eater iufca the oosts of .totsiisg for ®sst of osr people i
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A* On a primary oapit&l outlay basis for cmQ0r<*oeoupi»d housess

1. Lasd ready to u « • ? $ ))
(

2* Building «*tt*trufttlo& . •

a* labor costs * •
( 1O£̂

(

c. Overhead and profit ^

B« On a ssonthly outlay* basis for en«ier~oeeupied houses t

1* Finamial charg««, interest aad
( correspond* t^ prizsary capital

A)

a» Taaose 2GP-tt£ \

3 * i ' a i u t ^ i m a o * , r © p l a c « L : e n t , a a d i-amiraae© • • •

U* V i a t o r , a l « c t r i c i t y , azsd h s a t . . . * . . . .

f to and frmu

aa analyal* of tbo materials brought together in this

report I draw the ibllowia^; conolusions*

1* fhmrm are no diawsenmbl® DethMs by i^loh thi*

will be revived or stabilised within a ab»rt period of

S« The rent-(selling pric@)-eoat ratio ean s t i l l be repurded

aa a str&tegie relatioruihip in private building*

3» Th® ©iroular roXationahlp of purchasing poisrer aad

aotivl%j titfj* Itedaiaeiital* s t i l l defies analysis as to

foree* fhe dqissiaant inilvmme on private buildicg aetivit^ s t i l l soesis
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m m m

to l ie la anticipations rather than existing sitmiioas. F

to 1§ ia advasioe of of ffeetl?© dessandj beme 1st part ©reatisg that

!5*sa thougft high costs teas to aecospa^y hlgt aotivity, there

Is 330 indication that tlmy laadtaoe aetlTity*

ll» At tha proaast maasi»u.t l««»riiig of costs

source car: stinsulate aetiTity and raim i t to a

hl^»r l«vi»X« But a single obang* should not bo oxpoeted to

a high ratt of activity•

5» Tho most influential action #deh eau& be tafcoa by 3D»deral

authority li«e i s further oxtvcslons of stops aXroa^y bogu» in flnanoial

organisation axsd mot2%ods» Siach aotion ea» ha'ws tws efforts*

a* Immr fiaaiseial oorfcs. (lloro officiesTt operation
of ilaaaaeial institutions•}

&• Lonwr istorost rates, (closer iiitogration
aripplios of l^ads a&d ths datiand for thoso funds*
This integration would result 1B Immr i«terest
rmtos tvr prism us<Mrfc.̂ ges emd a amrrowiug of tlie
present gap betwaen interest rates for aortgag*
s#sait ajid the lon^-tiiae interest rate as reflected
i s loag-tiiae goirenaaasfc seotsrities and nMA" Boi^s).

6m the most promising, attack oa oosts i s an **all alosg the

llat* approach iHtileh deals nith firjajaoe* labor, jaaterials, desiga, aad

IMiistrial orpmisatioa udth a baek̂ rmaad attack by may of oity and

site

7* Frelabrioatioii oarries l i t t l e proads© of practical appli-

cation in irolim in the mar &tture« Evea should pr«fabrication be

widely adopted as a oonstruetioa improv ĵoejit, savings in eoet ©an

probably not aoeotmt tor a reduetioa in esoess of 1% percent ia

rentals (oosts of housing of urban dwellers)*
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Is Large-eê X© operations whieh can produce savings are

possible* Init ssapsrrisory probXess* *r® sariou* in dealing «itb

large-seal® operations in the siaaiX^housa field*

9* land contra! i s of dQ&dna&t i«#orta»e<*« This uae&ne the

protection of sieighborhoods against blighting influences | t3i#

to consolidate ,pr«8sfttur*Xy d&v^&lopM ftubdiTicions] textin

» »uffiei«ait aor«ag« to

th» public owa«r»hlp of Iaad« as reserves for expansion.

10* Uunidipal coste ami aervicos ae r$H6«t0d in r«wd property

t&zes ar« of owfe«t&»ai»& •i^Bifi«ane« though a ©oa»id«r©d judg«a«3t

iinpotsible at thia tia»» the a»©a. for & roal »t«dy of thia field i s

iisporativo («JS r»cojsaaidod in the Urfeaaiaa report).

IX # fh@ ^ibXie hô Miiag progwaa for low ine&aft gre^a, in

spite of ibur ^aars of oa^ericnee, muat nocesaArily be «X<m

Boaat siji©« iaoat XooaX authorities are noitter orpmlted nor

«quip|»ed to mê » abaad rapidly, and th» i* S • Housing Authority will

fwad to r^ori-^at axiiting adsiinistratiTe iaaahiiMxy ^mforn i t ean

functicm jsaootbly uraior the sew X«r«

X2« A ctratagie poiisfc in th» iî >X@ progaraia both pablie and

private l i e s in the subsidy policy to be adopted by the U« S» Hetisiag

Authority* Subsi^f i s a pcurerful weapfisi lAiioh ©an bo ns#d t© induce

lower costs and efficient operation* Skeptical observation suggests

i t wiXl eon$iiiia© to be an inaantivsi to ineffieieney. the i t B*

Hovaing Authority eon i^e i t s subsidies formally to iasist vn. azid coax

1m oo«ta By loeal an^orities* It ©an iise i t s influence inforaaXXy
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to tMtag about the u«« of m®tt*®̂ s by eoaotrantors and bulXders wliloh

would slotsly ehatxge the patters of canst raotloa l a Essay parts of the

MMMVli 1*G©&1 housing authorities buoons© In effect large projaotisrs

with ftll af ^i® strwigt^ m%& w«afcnee«0« of cuoli lmil&#Fft in the indti«tiy»

'?h« teragytaidon w i l l be to accept ^ m t i«w l»»t«ad of whittling, into

th# knotty probl^sas of eosts»

13* ^W a Xarg® program of public ho«aia§j subsidies &« h l ^

as those petaittod for tha relfttiv^l.^ aaall program oo&t&s^lated in th«

i%ga«r ^nisliig Aot nasswld. probably b«eoi« bin»d®ii»<s3s®» fhls i®

lariy tm® If they are *upjiX«sa*i*ted by a large a«gre@ of tax

in the laimicipidities. this points to the aeo««*ity of imrr^trlng the

^tsssan. |jr#s«»t eoatf «ad th» awsuat ivhleh t*s.® loworr

can afford to pay*

The dtoMNKl «utedtt#4

contributions i

•Forewer«?*# by Thosaas C« BXaisdoll,

! • Social and .l̂ cKMHsie Ceiwldey%tloxui« Ijy Lsvell *?• C!iam<»j»

•II« I«oo«tlon Factors in lousing Programs* by Jacob Crane

•III« The Si^lgloatioe of Slto PXamtln^* by Prederiok Blggor

• ! ? • FwlXiimg II«^iXatloJis as Construction Standards, by

by Onatmd Looels

in the Housing Field# by Homeo Huas#lX

•VIX* B«iXtE% Materials *n& th^ Cost of Housing* by
J« Kreps

I^bor and the Cost of Housing, by 2£eroer

• T
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aa aat#ri®l£. (•) &m is. ftnlthiHt UpMi J!» dttwi-® &J»̂  s t i l l la

i t tliis gdotuuttt i f i bolng su1»i%t«d to tlio

eetios for

la Mditiusi 1 am

bjr

0*
ladixatrial Sti-uotttro Study
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CSOBFIDSMTUt

IATI0I8

With a profound realisation of the inherent difficulties

of carrying out the recommendations suggested below, X have indicated

in pars&theses following each r^ooc^^ndation ttio various apenoies

which stem to 00 eonoerned with the particular problems*

Thomas 6« Blaisdell, Jr., Coasultant
Industrial btruoture Btudy

feoveaaber 13, 1937
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, OhlCY

1« Federal MMtfliNeet for lauaifslp&l lend ownership at

for future tailing c!weX©p««&t# She study of tand f l i i y for i&m

mm of publi«ly«e«iie

E« lauoiara^sratt of government research in the fields &t

materials MM equlpiaeixt*

5* k tvmdsmm^M.1 ntvtdy ©f the impaet of rml property

ami &fcber tax®® cm Mel "sr̂ l̂ M© of feougijag. this ehould b© a ph&a©

of the teat etudy reoemaeeoded fej the UrbeJBdem Cooni'ttee* (SRC in

cooperation witii other govenuMBt agoaaolee)

4* UWLfio«tloa of tax and *p©eial ass#ssEieiit collection

smohln&ry ©y 3«o3|r Jurisdictions. (USliA, Fm# fHLBB» am state

legislatures)

i« Setabliahaeat of ccrnsultisa^ serrie® ia tbe federal

govtraatot to assist loo&l jurladictioa im th® field of

and oity plftttnizi{> (
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AfX3KS RSGARDIHG PRTOfg SOUSIIO
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1. Persons anaol© to provide an equity ©f 20 psroent on

prie* should not 'a* eneeurmged to undertake the pyrohase

of & hose. «he» the f i rs t aost of the hens- has been reduced saat©-

r ia l ly say to |2500-$40(X), then lower percentages might be

considered, (FEA, FHLBB, HFC Mortf&ge Corporation)

2, H»org«ai satioaa of the zaortgag© market i

(a) Encourage the furthtr us« of the high-ratio, loog-tera

ai»rtiit®d mortgage. ( l i g R U I ]

(b) Establishment of Federal Mortgage Associations*

(Congresst FMA)

(e) Extension of privilege of guarantee under Mtt of aoart-

gs^pi oa apsrtiseisfcs and Multiple d-wellljig units* (Coagress, FHA)

(d) Aaeadiseat of laticaaal Housing Act to oormit lo^rar annual

iasurano© premium to be calculated oa the unpaid reraainder of the

©ortgage and laake possible lower rate« on a 50 percent mortgage than

on aa 90 pero^it mortgage* (C<aagress, FHA)

(e) AiEeead the ^a^ner-steagall Aot to pera&t goverxunent loans

to limited dividend oorporatioas and hm& fide cooperative assooia-

tioiui* Alternative aotioa i s possible through HFC Mortgage Corpora-

tion (piaraateed mort^cm can now be veritten idiroa^i KiA on sueh

projects)* (fHAt HFC Mortgage Corporation, :J8KA)

(f) Bsta'felish a seeomd iaortgai;e market idth direst gcrvernmmt

loans at low rates* (If HA appraisals are sound -Uie rr»chinery
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would xm aTS.ils.bl® to earry out a nek & program without diffleu&ty)*

cm ©cjasid#r#c! l a MMJMHMMB witli proposals tm* th#

, atc» (tk@ oarollary of (&;•

in «©«t of t i t l e
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%m Large seal© building companies oan m exieo\irag®d by

local housing authorities but the method of ireet attack is not

clear. (USHA throu&h looal housing authorities)

2* iiiapli float ion and standardisation of design as now

being 8timilat«d by th« FSiA &ad the FHL3B prograa of ê usatioaa of

architects and other participants in building process* (11*^

MCLJJ1, National 3ur««u of standards)

S« Modification of building regulatloas #i#r©v©r they do

not eonform to knoisn standards and iiier©ver they represent Tiiono-

polistic favoritism should be pressed hf local authorities* k

job for technicians and politicians* (National iiureau of standards.

FHA, FHL3B# OSHA)

4» Bi'fioient iaan&gerial organisation on the job in respect

to regular supply of imterials end organisation of -mark orews*

(Private companies, looal housing authorities)
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1* Large scale purchases will xmke possible reduction

of costs for unam naterials and equipaaest* (Private

2* Standardisation of si&es, quality* (trade associa-

tions, national Bureau of Standards)

5* Modifications in distributive eastern* some of which

in effect nawifcojistitute collusive siethode of maintaining margins*

k* Modification of saxoicipal regulations -whioh are ia.

effect legal collusion* (Huniolpal

5# Detail ohangeft in tariff item® wherever tke$r oan

produce lower prices* (tariff coosdssion, Dopartiuwnt of CosB&aree)

6* Modiflotion of freight rates* (ICC)

7* Use of aati-trust statute© in basin* poiBt oases*

(FTC, Bepartiaeirt of Justice)

8* Organisation of mmioipal* eoua&ty and federal proowre-

laent officers to eosibin© purchases and strengthen bargaining power*

Use of authority to make outside contracts when "tie-bids*1 are
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LDiAL

%* M o t i o n of uniform sort gag© and foreclosure acts by

the state*• (FHLBB)

2« Adoption of uniform meohanios li«n aots by the states*

5* Dw®lopssent of more efficient land title registration

by th« states• (JH, FHLSBi State legislatures)

U* State legislation should be developed more adequately

t© supervise aorttgag© fiaanci^ Institutione• (WE A, FHLBB, State

legislature®)
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usoa

1* Encsurageiaent of long-tisa© hiring with rat©

differentials for ^mmntmi. ©mplô rta&nt* (Department of Labor*

trade unions)

2* Derelopeaont of more adequate apprenticeship training

programs* (Xtepartoents of Labor and Interior, trade unions)

3* isffioi#at organisation of crews on the site.*

(prtmte contractors* trade tmions)

4* Specific action a^iinst racketeering in the few

centers in sfoich it exists* (Local le^al authorities,

of

S* negotiations with local union officials on detail

points of 30b operations, production standards, liage rat©

problems on the basis of broad s&tioml union policies* Coopera-

tion b©tra»en contractors and unions should b© on the basis of

stabilisation of animal income and efficient sianagesent of crews,

not on the basis of raising costs* (Contractors, trade unions)

6* Simplification and standardization of design*

(FM,FHLBB , national Bureau of Standards)
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!• &mn& SVagssar-Steagail Act to permit loans to

dividend corporations, and to bca» fide cooperative societies*

(Congress, TSE&)

2* Use federal aufesify at a device for stiaawlating lover

costs and better orpt3ii«atioa of industry. (USHi)

$• StiaSy of local tax ex«B|rtioa for publicly ©oastruoted

duellings, {mm* m)
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1, Study immgmmt problesas of existing public housing

development*. (USBA and local housing authorities)

2* All public project* should be analysed completely from

site acquisition to f iml w&mgmtmt bofor© proceeding ^ t h aay

doveloiffl»iifc» (liSHi oad local houai% authoritiei)

S» Coa«truotion and plaaniag of projects should be under

the sane supervision. (DSHA. and local housing authorities}

4* fhe suggestions for lowering labor and IA to rials costs

(in eoimeotioB wi^i private housiHg) apply to public housing *i th

s t i l l greater force since they will be under public control.

(USE& and local housing authorities)
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li Attend Wafper-Stea^all Act to laodify the

for demolition* oonocraitaat with construction of new structures*

(USEA, Congress)

2* Further de-relopmnt of state laws ftuthorisiag; the

o»tabli«hB»at of housing authoritie** (USHA, State legislatures)

9« More general establiahiaent of powers of local housing

authorities to operate outside the munieipal limits* (USBA and

State legislatures}

4* Clarifioation by litigation of the grants of power of

eminent domain to housing authorities* (US1A# Loeal housing

authorities)

&• Establishment of legal authority to oheok "wildcat**

subdivision and pool property in defunct or blighted areas.

(State legislatures, US1JA)
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December £, 1957,

Honorable Frederic A, Delano, ?ice Chairman,
national Resources Committee,
Horth Interior Building,
Washington, D« C#

% dear Hr» Delano?

This is to thank you for your letter of November
16th enclosing a copy of your letter of the preceding day to
the President and the confidential report made to the Ad-
visory Goaadttee of the national Resources Gosiaittee by Mr.
Thosaas 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 many 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 prograa suggested is long range in character, involving
a 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 n&ed for doing those immediate things which so far
as possible will give a prompt stiiaulus 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 connected, fhis legislation
and general prograa reflects ay own views with regard to
what can be done immediately. It is apparent from this that
I do not find asyself in accord with those recommendations of
Sir. Blaisdell which assume that 'persons unable to provide an
equity of 20% on purchase price should not be encouraged to
undertake the purchase of a home". lor 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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particularly with regard to the costs to the home-owner, that
have resulted under this system.

However, with other reeoiaaendations 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 veil aware, this whole problem, both from &
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 undertake to make comments and sug-
gestions such as you request for it would be impossible to
cover the field adequately on aany points.

You will, I am sure, understand why I have been
delayed in responding to your letter, but I wish to express
to you siy appreciation otf your courtesy in submitting this
smterial, which I as transmitting to our staff here for fur-
ther study and analysis*

Sincerely yours,

U S. Eccles,
Chairman.
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