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L a u c h l l n O i i r r l f l i 

I a m a t t a c h i n g a p r o s p e c t u s ftr t n a t i o n a l h o u s i n g c o r p o r a t i o n , 

p r e p a r e d b y E z e k i e l . H e h a s l e f t t o w n f o r t h r e e w e e k s a n d t u r n e d t h e 

m a t t e r o y e r t o m e . H i s i d e a w a s t o g e t a s s u r a n c e t h a t t h e R . J . C . 

w o u l d p u t i n d e b e n t u r e m o n e y a n d t h e n g e t s o m e b o d y o n t h e o u t s i d e t 

s a y A v e r i l l H a r r l m a n , t o c a l l a m e e t i n g o f t h e e x e ^ w f c i v e s o f a g r o u p 

o f l a r g e b u s i n e s s c o r p o r a t i o n s t h a t E z e k i e l h a d a l r e a d y s o u n d e d o u t 9 

a l o n g w i t h s o m e o t h e r s n o t y e t a p p r o a c h e d * H e t a l k e d w i t h a s u f f i c i e n t 

n u m b e r o f e x e c u t i v e s t o b e a s s u r e d t h a t t h e t h i n g c o u l d b e s t a r t e d i f 

t h e R . t . C . p u t u p h a l f t h e m o n e y . H e f e e l s t h a t t h e c o r p o r a t i o n 

c o u l d b e l a u n c h e d u n d e r h i g h l y f a v o r a b l e a u s p i c e s i f i t c o u l d a v a i l 

i t s e l f o f t h e e x p e r i e n c e o f C a p t a i n L o r d f s o r g a n i z a t i o n i n I f e t i m S e c u r -

i t y , H f t i c h h a s b u i l t 5 , 0 0 0 l o w - c o s t h o u s e s t h e p a s t y e a r a n d i s s h o r t l y 

d u e t o b e d i s b a n d e d * 

A l t h o u g h I d o u b t i f t h e f o r m a t i o n o f s u c h a c o r p o r a t i o n w o u l d 

r e s u l t i n a s i g n i f i c a n t v o l u m e o f n e w b u i l d i n g i n t h e n e x t y e a r 9 I 

t h i n k i t h a s e n o r m o u s p o t e n t i a l i t i e s f o r g r o w t h i n t h e f u t u r e . A s 

t h e i n d u s t r y i s n o w o r g a n i z e d I d o u b t w h e t h e r i t w i l l p e r m i t a s u b -

s t a n t i a l a n d s u s t a i n e d b u i l d i n g r e v i v a l t o g e t u n d e r w a y . L a r g e - s c a l e 

h o u s i n g c o r p o r a t i o n s o f f e r t h e b e s t a n d m o s t r e a l i s t i c a p p r o a c h t o w a r d 

c o s t r e d u c t i o n s , c o n t i n u o u s w o r k , m a s s b u y i n g o f m a t e r i a l s , e t c . 

I a m a f r a i d t h i s p r e s e n t o p p o r t u n i t y w i l l b e l o s t a n d E z e k i e l f s 

p r e l i m i n a r y s p a d e w o r k w a s t e d u n l e s s s o m e b o d y l i k e y o u g e t s b e h i n d 

i t a n d g i v e s i t a p u s h . 
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CONFIDENTIAL 5-18-58 

f Tentative prospectus for a national housing corporation 

A* Objectives 

1. To bui ld houses i n various loca l i t ies withthe economies of mass 
production (not necessarily pre-fabrieation). 

2. To purchase materials in large volume at correspondingly reduced 
unit costs. 

5. To employ labor under annual-wage agreements for continuous em-
ployment. 

4. To s e l l or rent finished houses at prices low enough to tap the 
large demand for decent accomodations at $20 and $40 monthly payments. 

5. To develop in the United States the low cost and large volume that 
housing corporations have developed in England. 

B. Financing: 

1. Equity capita l . Set up a $25,000,000 corporation, with i n i t i a l 
paid-in capital of $5,000,000. 

This stock w i l l be adequate to handle the construction of up to 
10,000 housing units the f i r s t year, at a cost ranging from $2000 
to $4000 per un i t . The i n i t i a l stock to be subscribed by corpora-
tions direct ly or indirect ly interested in the housing f i e l d . The 
housing corporation w i l l be under no obligation to use the materials 
or the products of any industry or concern that has contributed to 
i t s financing. On the contrary, i t w i l l be free to buy materials 
of the sort and at the price i t finds are most advantageous. 

The stockholder corporations w i l l benefit through the large general 
expansion of building act iv ity, rather than through the immediate 
but smaller effect on direct orders for their product. 

2. Other capital, i n i n i t i a l bond issue up to $5,000,000 (or possibly 
preferred stock, i f found legal under existing legislation) to be 
subscribed by R.F.C. 

5. Refinancing. Housing units to be constructed and refinanced under 
F. H. A.-guaranteed loans, up to 80% or 90% of f inished value, depend-
ing on whether rented or sold. 

With the reduced cost of construction possible under the large-
scale program, this refinancing would return to the housing cor-
poration almost a l l i t s equity capital as the units are completed 
and mortgages are placed. 

C. Operation. 

1. Parent and subsidiary corporations. The corporation w i l l operate 
through loca l subsidiaries in each c i ty or region selected. The 
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national corporation w i l l provide plans and house designs, 
finances, labor relations service, general pol icy supervision, 
and purchasing service for materials* The l o ca l subsidiary 
w i l l acquire land, construct the houses or l e t contracts for 
their construction, and s e l l the properties. Where properties 
are to be leased, they w i l l be sold to a subsidiary loca l l imited-
divided corporation, which w i l l be set up as the management cor-
poration. 

2. Land acquisit ion. The land acquired may be undeveloped land 
i n suburban regions, or i t may be series of lo ts i n th in ly-bu i l t 
subdivisions already equipped with u t i l i t i e s , whichever can be 
bought to best advantage i n each loca l s i tuat ion. 

5. Selection of c i t i e s . Operations w i l l be restr icted to those 
c i t i e s or metropolitan d i s t r i c t s where population growth, indus-
t r i a l development, and housing available indicates a continuing 
need for housing to be constructed. 

Operations w i l l not be started i n any c i t y un t i l satisfactory com-
mitments are secured* 

(a) As to arrangements with l oca l labor unions on annual-wage 
agreements and suspending rest r i c t ive union regulation pro-
visions * 

(b) As to ava i l ab i l i t y of land at reasonable costs. 
(c) As to modifications in , or special exemptions from loca l 

bui lding codes where needed to avoid unnecessary expense. 

The promise of a large new volume of Aecal employment should 
be powerful i n helping to secure these concessions. The cor-
poration w i l l refuse to operate where the l oca l conditions 
are unsatisfactory, and w i l l pick the most favorable l o c a l i -
t ies for the i n i t i a l operations. I t w i l l not operate with 
non-union labor, but with union labor under reasonable agreed 
conditions. 

4. Type of housing. The housing would be l imited to units costing 
not over $4,000 per family uni t , exclusive of land. 

5. Construction. I n i t i a l l y the construction w i l l be of conventional 
type, using standard building materials for stock sizes and types, 
Houses w i l l be pre-designed for economy, lumber w i l l be pre-cut i n 
small mi l l s on the project. 

The engineering and architectural problems of pre-designiag and pre-
cutting have been thoroughly explored by the Farm Security Adminis-
trat ion during the past twelve months. More than 5,000 houses have 
been bu i l t at costs ranging from $1200 to #2500, exclusive of land 
and overhead, while paying prevai l ing wages and union rates for 
sk i l l ed labor. The engineering, architectural, and construction 
staf fs of Farm Security w i l l be drawn upon for part of the nucleus 
of the planning, design* and construction staf f of the corporation. 
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the basic designs w i l l be varied by alternative placing of porches, 
dormers, and facing of the houses, so as to avoid monotonous du-
plication* Six basic designs w i l l provide 50 to 40 dist inctive 
individual houses. 

6. Pre-fabrication. Pre-fabrication concerns w i l l be given opportunity 
to bid on supplying pro-fabricated houses. As satisfactory pre-
fabricated houses are developed, a n U proportions of pre-fabricated 
houses w i l l be mixed in with conventional-type houses on various pro-
jects, un t i l consumer acceptance, relative cost, and relative dur-
ab i l i t y can be determined. The distr ibution of subsequent construc-
t ion as between conventional type aad pre-fabricated w i l l be based 
upon this operative and sales experience. 

7. Sub-contracts. The i n i t i a l construction w i l l be by force account, 
un t i l the economies of planned mass-construction are demonstrated. 
Thereafter loca l contractors w i l l be given opportunity to compete 
for part of the construction, using the same erection methdds. 
Force-account construction w i l l be continued for a portion of the 
projects, to provide continuing improvement in the base designs 
through continuous operating experience. 

D. Price policy 

The basic price pol icy w i l l be to make a small prof i t on each unit 
and thereby produce a large volufte of sales. 

Even with a sa i l l -p ro f i t policy, profits on invested capital may 
be large. A house and lo t to s e l l complete at $3,500 can be financed 
with about $350 equity eapitpl. I f sold at 5% net prof i t , that would 
be $105.00 prof i t on the transaction, or 3056 on the equity capital . 
Once operations are well under way, the capital can be turned over 
two or three times a year, making the possible prof i t s t i l l larger, while 
maintaining a low rate per uni t . 

A second basic element of price policy w i l l be to put further cost 
savings from new economies in construction as they are developed 
into lower prices or better houses, without widening the prof i t 
margin. This w i l l provide the niaxlTaam stimulus to a large volume 
of housing construction and sales and to an expanding volume of 
industrial act iv i ty. 

E. Control and management. 

The parent corporation w i l l be controlled by a board of directors 
representing the principal stockholders. I f the government fur-
nishes a substantial portion of the capital, i t w i l l also be re-
presented on the board. 

The general manager w i l l be a practical builder of long experience 
in both individual and mass-construction of houses. 
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I Tentative l i s t of corporations which might be 
invited to participate i n conference to discuss 
the formation of a housing corporation. 

* Concerns which have already been contacted direct ly or indirect ly in 
connection with assisting in establishment of proposed corporation. 

Steel Lumber 

* United States Steel Corp. Weyerhauser Lumber Co. 
Bethlehem Steel Corp. 
Republic Steel Co. 
American Rol l ing H i l l s Cement 

Plumbing equipment 

* American Radiator and Standard 
Sanitary Corp. 

Crane Company 
Kohler Co. 

E lect r i ca l supplies 

* General E lectr ic 
Westinghouse Electr ic 
Western Electr ic 

Copper 

* Kennecott Copper Co. 
* Chase Brass 
* American Brass 
* Revere Copper and Brass 

Phelps Dodge Copper and Brass 
Anaconda Copper 

Automobile concerns 
(refrigeration, heating, etc.) 

* General Motors Corporation 
* Chrysler Motor Co. 
* Briggs Manufacturing Co. 

Ford Motor Co. 

Insulating concerns and miscellaneous 

* Universal Atlas 
Lehigh-Portland 
Lone Star 
Hercules 

Other corporations 

* Standard O i l 
Sears & Roebuck 
AmeiHan Telephone & Telegraph 
International Business Machines 

* Johns Manville Corp 
Celotex Corp. 
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