A CRISIS IN HOUSING
"••• the fault lies with the people themselves... "
(1959)

For the past two years the seriousness of the
housing situation has increased. It has now
reached the crisis period. As in every crisis the situ
ation can either improve or completely deteriorate.
Unfortunately there seem to be no prospects for
improvement-the housing shortage is increasing
rather than diminishing.
In a period of relative prosperity, or at least su
perficial prosperity, we are in the midst of a ser
iously declining housing market. Private homes
and apartment buildings are just not being built
fast enough to meet the needs of the nation. At a
time when we should be building 1,700,000 units a
year we are now building only one million
units-and perhaps less than that this year.
What is the reason for this situation? For the
past several years the interest rates on mortgage
maoney have been steadily increasing. This is the
major factor in the declinte of the number of
houses and apartments being built. The last session
of Congress increased the interest rates on G.I. in
sured mortgages to 5 ¾ OJo. The intent of increasing
the interest rates on these mortgages, which are
guaranteed by the government, was to induce fi
nancial institutions to make more mortgage loans
to home owners. The factor which was not consid
ered is that veterans and others cannot afford the
monthly carrying charges to pay for housing at
such high interest rates.
The rates on conventional mortgages, those not
insured by the government, have continued to rise
and now are at about 6 percent for interest and 2
percent for amortization. Families with average in
come cannot afford housing at these rates.
The Governor of New York put forward a prog
ram to finance middle income housing. He pro
posed to mix $100,000,000 of public funds with
$200,000,000 of private funds from banks and in
surance companies. This was a program we long
advocated. However, the interest rates demanded
for the private money was so high that even when
mixed with cheaper public funds the program will
not provide housing to benefit the average working
family very much.
On October 1st most of the savings banks in
creased the amount they would pay for the use of
depositors' money from 3¼ to 3½%. A few days
later the federal government offered the public 5 OJo
for the use of their money. Nearly a half billion
dollars was invested by the people in these gover
nment notes in two days. This is part of the para
doxical situation that the people are rich in money
but poor in housing. Large numbers of people are
living in substandard conditions while drawing in
terest and dividends on their savings bank accoun
ts, government bonds, and common stocks.
Their money is being used to rebuild not the
s.lum area, but to rebuild Park and Fifthe Avenues
with ultra modern office buildings, and to finance
plant expansion of factories they will never see.
The savings of the people are being loaned to build
luxury apartments in wJ,ich most peopie will never
live. Oniy office buildings and luxury apartments
can afford to pay today's high interest rates.
If we tried to analyze who is responsible for such
conditions we find that the fault lies not with the
government, not with the bankers or insurance
companies, but with the people themselves. For it
is the people who have given their savings to others
to manage for them. The people seem to be much
more interested in dividends, than in housing. It is
very probable that the housing situation is going to
get much worse before it improves any. It is unlike
ly that the situation will improve until a great many
people learn some responsibility in controlling
their financial affairs.
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